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ABSTRACT

The article shows differences in costs of milk production between farms which are members of European Dairy Farmers. On
the basis of data from 153 dairy farms in Europe, the analysis of their economic situation was carried out. Two main groups,
EU-EDF countries and CEEC, were separated and the average results were presented. Most of Polish dairy farms, other EDF
farms as well, presented in this article are leading farms in their region or country.

Key words: costs of milk production, costs for means of production, costs of production factors, productivity

INTRODUCTION

Generally milk production in Poland is extensive. Farms have unfavourable structure, low quantity of herd and
poor technical equipment. Small scale of milk production does not bring satisfactory economic results, does not
allow to recreate, assess and make new investments, which are key factors for farm competitiveness [6]. Costs of
production determinate the level of competitiveness between producers in every country and between countries
as well. In Poland 11 dairy farms were found, that were interested in analysis of cost of milk production and
comparison of their results with other members of EDF (Fig. 1). Most of them are high yield dairy farms. The
owners or managers of these farms wanted to improve their dairy farms continuously.
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Fig. 1. Number of farms participating in EDF in 2000 and 2001

- - = -

[

.!7
EDF - European Dairy Farmers ﬁzﬁﬁ /
A ]
2000 2001
Austria i 1
Belgium 3 4
Denmark 2 4]
France 4 "
Germany 21 24
Hungary 10 14
Ireland g
Italy 7 5
Metheriands 21 A
Poland g8 1
Switzerland o 4 e
Spain 24 @ — ‘\L\ I"
Sweden 1 13 - i5;
Urited Kingdom 16 14 ,-'f x| {f’;‘ 6 “H]J. *
— P <J
[ 1% 156 LA~ -
\ - 2

Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European
Dairy Farmers. Lellens, Frankfurt, Braunschweig

It can be done with European Dairy Farmers. The realisation of the aims has started at the 28th of November
1989. 67 dairy farmers from 7 European countries followed an invitation of the German Agricultural Society
(DLG) to meet in Frankfurt and exchange experience between European milk producers. The conclusion of this
meeting was that they should meet annually within the framework of a club. They further decided that they
should not only exchange experience and ideas but also farm figures in order to compare production systems,
costs and performance.

Up to now more than 250 farmers, advisors and companies have joined EDF. 150 farmers out of that join the
analysis and enjoy the service EDF-STAR provides them. From the beginning Belgium, Ireland, the
Netherlands, UK and Germany have analysed. These farms were not chosen in any kind. They were just
interested in exchanging information with farmers from the other parts of Europe. They wanted to have a look
abroad because they could not learn from their neighbours as they were one of the best farms in their working
group anyhow (Fig. 2). This group of people usually is situated within the top-quarter of the distribution curve of
their region or country. The reason for this is mainly the difference in the management. It is proven also that
innovations can be observed much earlier on these farms. For this reason we can say that they are leading dairy
farmers in their countries.

Fig. 2. EDF - leading farms in Europe
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The dairy farmers want to know different ways to achieve success in their branch of production. That is very
important in changing conditions and problems with competitiveness in a world market. Competitive advantages
and disadvantages of farm activities could be explained by differences in prices and/or in productivities [4].

With high clarity level the comparison of the costs of milk production for leading milk producers in EU have
been done, within the limits of FADN (Farm Accountancy Data Network) [2, 5]. In the USA for the year 1986
the international comparison of production costs for seven main milk producing countries, was carried out for the
USA, Canada, Germany, France, the Netherlands, Ireland and New Zealand [1].

The aim of this article is the presentation of Polish leading dairy farms, which are members of EDF and their
results on the background of results of EDF-EU farms.

MATERIAL AND METHODS

Research of milk production costs in Poland and in the other. EU countries has carried out according to EDF
methodology. The financial and technological data came from annual EDF report. The research is co-ordinated
by FAL in Braunschweig — Germany.

Financial and technological data of milk production in farms in 2000 were collected, using the same
questionnaire in each EDF country. Data were used for the analysis of the costs milk production. In 2001 the
data from 153 dairy farms were taken for analysis [3] (Table 1).

Table 1. Number of farms from EDF countries

Country AT |BE |CH|DE |ES |FR|HU| IE | IT |NL | PL | SE | UK
Number of farms | 1 4 |4 127119114 114 | 6 5121111113 |14

Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy
Farmers. Lellens, Frankfurt, Braunschweig

It is very important to note, that farms participating in researches are usually better than the average in a given

country. For example, the average milk yield in Polish EDF farms is near to 59 % higher than average one in
Poland.

Data of 11 Polish farms, which were used in analysis, came from the year 2000. The main features of them are
presented below (Table 2). Table 3 shows structure of milk production costs in Polish EDF farms in 2000.

Table 2. Milk yield, returns, milk production costs, productivities in Polish EDF farms in 2000

Farm No. PL-01 |PL-21 |PL-02 |PL-16 |PL-23 |PL-24 |PL-17 |PL-19 |PL-18 |PL-22 |PL-20

Farm size group herd size < 100 cows herd size 100 - 1500 cows
1 2 3 4 5 6 7 8 9 10 | 11 12

No. Cows 19 | 21 | 22 | 39 | 53 | 161 | 243 | 458 | 472 | 595 | 1252
Returns from dairy 94% | 47% | 86% [100% | 98% | 53% | 53% | 27% | 51% | 45% | 62%
[Milk yield
[Milk yield [kg/cow/year] 4360 | 4644 | 4673 | 7642 | 3712 | 5741 | 9042 | 8541 | 5806 | 6898 | 7787
Fat content 4.1% | 3.9% | 4.0% | 4.2% | 4.2% | 4.3% [4.4% [4.4% [ 4.2% [ 4.1% | 4.0%
Feeding system
Forage area [ha] 24 28 17 49 99 709 | 313 | 420 | 440 | 1152 | 1961

grassland [% of forage area] | 70% | 79% | 17% | 80% | 35% | 39% | 35% | 5% | 43% | 37% | 41%
Herd management
First calving age [months] 25 29 27 26 28 25 27 27 30 27 28
Time between calving [days] | 420 | 450 | 420 | 390 | 420 | 395 | 428 | 417 | 418 | 415 | 413
Prices excl. VAT
|Milk price [€/100 kg FCM] 231 1201 | 237 | 232 | 22 | 239 | 22 |213 |276 | 234 | 20

Cull cow price [€/kg] 0.5 0.5 0.5 0.5 0.5 0.4 0.5 0.5 0.4 0.5 0.5
|Male calve prices [€/piece] 65 75 67 60 70 75 60 50 50 87 62
Labour prices [€/h] 1 1 1 1 1 2 1 1 1 1 1
Returns [per/100kg milk

FCM]
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Table 2 cont.

| 1 2 3 4 5 6 7 8 9 10 11 12
[Milk returns 231 | 20.1 | 23.7 | 232 | 22.0 | 239 | 220 | 21.3 | 27.6 | 234 | 20.0
Cattle returns 3.2 | 106 | 6.1 1.9 6.5 1.5 1.5 2.3 3.1 3.0 4.0
Dir. payments, subsidies 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.1 0.3 0.1 0.1
Other returns 0.0 0.0 0.0 0.0 0.0 0.5 0.7 0.0 0.1 3.0 0.0
Total returns 26.3 | 30.8 | 298 | 25.1 | 28.6 | 259 | 244 | 23.7 | 311 | 295 | 24.2
Costs [per 100kg milk FCM]

IAnimal purchases 0.0 1.8 0.0 1.1 0.0 0.0 0.0 2.1 0.0 4.5 0.5
Feed (purch., fert., seed, 4.4 3.9 4.3 5.6 1.5 8.7 7.4 5.8 5.5 5.6 6.5
pesticides)

[Machinery (maint., depr., 4.7 1.3 6.0 2.0 5.3 0.4 1.8 6.5 4.3 2.0 1.5
contractor)

Fuel, energy, lubricants, 2.0 2.5 2.6 1.0 34 1.2 0.4 1.5 2.8 1.5 3.3
water

Buildings (maint., depr.) 2.1 1.3 3.5 1.7 1.5 0.2 0.1 1.5 1.8 0.9 0.8
Vet & medicine, insemination | 0.8 0.4 1.3 0.4 0.5 0.2 0.7 1.3 1.5 0.6 1.0
Insurance, taxes 0.6 0.5 1.6 0.4 0.6 0.4 0.1 0.2 1.6 1.1 1.3
Other inputs dairy enterprise | 0.0 0.5 0.7 0.0 0.0 0.0 1.6 0.7 0.8 0.0 2.3
Other inputs 0.8 1.0 0.0 0.1 0.2 7.5 0.7 0.1 0.2 3.6 0.6
Costs for mean of 155 | 133 | 199 | 123 | 130 | 185 | 127 | 19.8 | 186 | 19.8 | 17.9
production

Total land costs 2.4 1.3 1.5 0.8 2.5 2.4 0.2 0.6 0.1 0.0 0.2
Total labour costs 4.7 4.4 4.8 1.5 4.0 2.8 2.6 2.8 2.3 4.4 3.1
Total capital costs 1.2 1.5 2.0 1.5 3.4 21 1.1 1.4 1.3 1.2 1.0
Costs of production factors 8.3 7.2 8.2 3.8 9.9 7.3 3.9 4.9 3.7 5.6 4.3
Total costs (excl. quota 24 20 28 16 23 26 17 25 22 25 22
costs)

Results of the dairy

lenterprise

Family farm income per 100 10 16 10 12 15 4 9 1 10 4 3
kg FCM

Entrepreneurs profit per 100 2 10 2 9 6 0 8 -1 9 4 2
kg FCM

Return on labour input per 2 4 2 14 4 1 15 1 9 5 5
total hours

Break even-points [per 100

kg milk FCM]

Break even point 1

milk price to reach a positive 13 5 14 11 7 19 13 20 18 19 17
family farm income

Break even point 2

milk price to cover all 21 10 22 14 16 24 14 22 19 19 18
leconomic costs

Productivities

Labour productivity [kg 32 24 31 134 37 49 141 74 85 65 106
FCM/h]

Land productivity [kg 3 3 6 6 2 1 7 9 6 4 5
FCM/ha]

Capital productivity [kg 282 1299 | 157 | 208 | 094 | 143 | 3.3 | 229 | 2.86 | 3.81 | 3.59
FCM/1000€]

Capital input [€/cow] 1544 | 1555 | 2982 | 3670 | 3964 | 4025 | 2739 | 3730 | 2030 | 1811 | 2171

Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy Farmers. Lellens,

Frankfurt, Braunschweig
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Table 3. Structure of milk production costs in Polish EDF farms in 2000 [%]

IAnimal purchases 00|88|00|6.8]00]0.0]100(|85]0.017.712.3
Feed (purch., fert., seed, 18.6(19.1]15.2|34.8| 6.6 |33.71|44.623.6|24.7|22.0|29.4
pesticides)

[Machinery (maint., depr., 19.81 6.4 |21.3]112.4]123.1] 1.5 |10.8|26.4{19.3| 7.9 | 6.8
contractor)

Fuel, energy, lubricants, water 8.4 (12.2]19.116.2 |14.8|14.7 | 2.4 | 6.1 |12.6] 5.9 [14.9
Buildings (maint., depr.) 8.816.4|12.4|106|/6.6 |0.7 |06 |6.2(8.1|3.5]|3.6
Vet & medicine, insemination 35120146 125]122]108|4.0|53|6.7124]145
Insurance, taxes 26(125156(125]126]115]106]08]7.314.3]|5.9
Other inputs dairy enterprise 0.0125(124]10.0(0.0)10.0194129|36]0.0 104
Other inputs 341491000609 ]29.0/4.2]04 1.0 [14.2] 2.7
Costs for means of production |65.1(64.8|70.7|76.4|56.8(71.7|76.680.383.2|78.0|80.5
Total land costs 10.116.4 152 ]5.0|10.9]93|1.2]126]0.5]0.0 (0.9
Total labour costs 19.7121.5]|16.91 9.3 |17.5]10.9(15.5|11.4]10.3|17.3|14.0
Total capital costs 50173]172]193|148]8.1|6.6|5.7]1594.7]4.5
Costs of production factors 34.9135.2129.3|23.643.2|28.3|23.4(19.7(16.8|22.0|19.5
Total costs (excl. quota costs) | 100|100 {100 {100 {100 {100 |100]100 100|100 |100

Source: Own calculations on the basis of EDF-Report 2001

To calculate the full economic costs of the milk production only, the whole farm data concern only the dairy
enterprise with replacement and fodder production (Fig. 3).

Fig. 3. Definition of the ‘Dairy Enterprise’ as a part of the farm
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy
Farmers. Lellens, Frankfurt, Braunschweig

All national data were converted into one currency (€) and presented on the base of 100 kg fat corrected milk

[FCML].

On the basis of the cost production analysis, all farms split into fallowing groups:

1.
2.

3.

EDF-EU farms — farms from European Union countries (n=124)

top 25% - the best EDF-EU farms, splitted in dependence of grassland use:
EDF-EU-grass based - with 100% grassland,
EDF-EU -high yield — with high use of concentrates,
CEEC - farms from Poland and Hungary.

In Figure 4 the legend of the country, which were used in analysis, was presented.
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Fig. 4. Legend of the country — comparison
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy
Farmers. Lellens, Frankfurt, Braunschweig

RESULTS
Comparison of the national EDF-averages
Among the farms analysed in 2000 Polish and Hungarian farms have the biggest herd size (Fig. 5). Average herd
size in Poland amounted to 303 cows, the data come mainly from former agricultural co-operatives, producing
good quality milk on a large scale. The average size of farm in Hungary (621 cows) is significantly higher than

the average of the Hungarian large size farms (291 cows). At the same time the average herd size in dairy farm
amounted to 123 cows in EU.

Fig. 5. Herd size — comparison of the national EDF averages
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy
Farmers. Lellens, Frankfurt, Braunschweig

Average milk yield on EDF Polish farm (6259 1/cow/year) was about 20% lower than average one in the EU and

only 3% lower than average one in CEEC. Generally the milk yield is at about 8000 kg FCM per cow per year
on average but only around 6000 kg FCM on the grass based farms (Fig. 6).
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Fig. 6. Milk yield — comparison of the national EDF — averages
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy
Farmers. Lellens, Frankfurt, Braunschweig

Mainly the natural conditions determinate the feeding system in each country. The average share of grassland is
about 60% in the EU and about 20% in the CEEC (Fig. 7). It is at about 80% on Dutch and Swiss farms. On
British and Irish farms an average of 90 and 100 % can be observed.

Fig. 7. Structure of forage land — comparison of the national EDF — averages
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy
Farmers. Lellens, Frankfurt, Braunschweig

Due to EU-policy the milk price in most of the countries is quite similar (Fig. 8). Just Italy and Sweden enjoy a
higher milk price due to specialities (Italy) and due to consumer preferences (Sweden). Extraordinary high milk
prices can be observed in Switzerland due to both reasons mentioned above.

Hungarian farms receive a milk price which is already close to the EU-level. The Polish farms get only about 74
% of the EU-price for their milk.



Fig. 8. Break-even points of the milk production — comparison of the national EDF —
averages
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European
Dairy Farmers. Lellens, Frankfurt, Braunschweig

Cost comparison

Among the analysed countries, the highest milk production costs were observed in Switzerland — 69 €, Sweden —
46 € and France — 42 €.

The share of costs for means of production in total production costs as 60%, in average in EDF (Table 5). The
highest share of costs for means of production in total costs was observed in Hungary, more than 83% and the
lowest in Switzerland - 43.3%. The most important items in costs for means of production were feed costs and
machinery costs in each country. The feed expenditure took on average more than 25% of total milk production
costs (51% in Hungary and 12.3% in Switzerland). The highest share of machinery costs (maintenance,
depreciation, contractor) in total costs was in Netherlands - 18.1% and the lowest in Switzerland - 8.8%.

Cost of production factors was running at 40% of total costs of milk production. Their highest share in total costs
was observed in Switzerland - 57%, the lowest in Hungary — 16% of total costs of milk production. Main item in
cost of production factors were labour costs. In Switzerland they were running above 38% of total costs of
production, in Hungary they were only near to 17%.

On average Polish farms total cost of milk production amounted to 22.6 € per 100 kg FCM (Table 4). The share
of costs for means of production in total production costs was higher than the average in the EU about 13
percentage points. The share of feed and machinery costs in total costs was very close to the average of the EU.
Very important fact is that Poland had the highest share of fuel, energy, lubricants and water costs in total costs
of milk production. It is almost 2.6 times higher than the average EU.
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Table 4. Total costs of milk production in 2000 [€ per 100 kg FCM]

Farm No. AT |ow | Do |BE [N |uk | iE |FR |ES | IT | sE | cH | Hu | Lo | BY- |CEEC
EDF-O0| O

/Animal purchases | 0.2 | 1.7 [ 1.0 |01 |04 |09 |00 |06 |01 ]07 |13 ]25]|02] 09 0.8 0.5
Feed (purch., fert.,| 9.1 | 72 | 88 | 68 | 6.1 | 64 |49 |84 |119(116]106]| 85 |[15.0]| 54 8.3 10.8
seed, pesticides)
Machinery (maint.,| 40 | 50 | 55 |43 |65 |36 |22 |62 |30 (311486134 33 47 34
depr., contractor)
Fuel, energy, 16 (1313|108 |05 |14 |09 |14 ]05(21]121]30]09] 20 1.2 1.4
lubricants, water
Buildings (maint., | 2.7 1.7 |22 |21 |24 |11 |10]29 |12 (17 |18 |15 |05 1.4 1.8 0.9
depr.)
Vet & medicine, 15116 |18 |10 |18 |14 |12 |21 |18 |13 |23 32|13 ] 08 1.8 1.1
insemination
Insurance, taxes 09 |08|10)06 |08)06|05|11]04 |11 ]11]08]00] 08 0.8 0.3
Other inputs dairy { 0.0 { 09 { 1.0 |05 |02 |09 08|18 |03 |06 |14]22]|09]| 06 0.8 0.8
enterprise
Other inputs 05|06 |06 |04 (1807 |12]|11]05]00]|17]20]19 1.3 1.0 1.6
Costs for mean [20.8 {20.8 {23.3]16.7 |20.6 |17.0|12.7 |25.6 |19.8 |22.2 |27.2|29.9 (242 16.5 | 21.1 | 20.8
of production
Total land costs 15121110 (13128 |37 |31 |14 |18 |21 ]|22 |54 |04 1.1 2.2 0.7
Total labour costs | 82 | 78 | 7.0 |104 |78 |72 | 6.7 |118] 9.8 | 86 |13.1]263| 3.4 | 34 9.1 34
Total capital costs | 49 | 27 |25 |31 |43 |18 |17 |33 |18 |14 |35 |78 |11 1.6 2.8 1.3
Costs of 14.6 112.5110.5|14.7 |149 (128 |11.5[16.5[13.4 [12.1 |18.8|39.6 | 49 | 6.1 14.1 5.4
production factors
Total costs (excl. | 35.4 |33.3 [33.8 131.4 135.5(29.8 |124.2 |42.1|33.2|34.3146.0169.5]|29.1| 22.6 | 35.2 | 26.2
quota costs)

Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy Farmers. Lellens, Frankfurt,

Braunschweig

Table 5. Structure of total costs of milk production in EDF countries in 2000 [%]

Farm No. AT |ow|po |BE N |uk | E |FR|ES| Im | sE | cH | Hu | pLo | _EY- |CEEC-
EDF-O O

/Animal purchases | 06 | 52 |29 |03 |11 |30 |00 |14 |03 ]21]|28]|36 |07 3.9 2.3 1.9
Feed (purch., fert., |26.0121.8125.9121.9[16.9|21.3]20.4 |20.0 {36.134.1|23.012.3|51.7| 23.5 23.6 41.2
|seed, pesticides)
Machinery (maint., [11.4[15.2]16.2]13.9]18.1]12.0] 9.2 [148] 9.1 | 9.1 [104]| 88 |11.7] 143 134 13.0
depr., contractor)
Fuel, energy, 46 |39 |38 |26 |14 |47 |38 |33 |15]|62 |46 |43 |31 8.7 34 5.3
lubricants, water
Buildings (maint., 77 |52 |65)|68 |67 |37 |42]69 3650392217 6.1 5.1 3.4
depr.)
Vet & medicine, 43 148 |53 (32|50 |47 ]|50)]50|55]38]|501]46 |45 3.5 5.1 4.2
insemination
Insurance, taxes 26 124 129119122 |20 |21 |26 (12|32 ]|24]|12]0.0 3.5 2.3 1.1
Other inputs dairy 0027|2916 |06 |30 |33]43|09|18]30]32]31 2.6 2.3 3.1
enterprise
Other inputs 14 118 |18 |13 |50 (23|50 |26 1500|3729 |66 5.7 2.8 6.1
Costs for mean of | 59.4 {63.0 [68.5 |53.9 |57.2 |56.7 | 52.9 | 61.0 | 60.0 {65.3 |59.1 |43.3|83.4| 71.7 59.9 79.4
production
Total land costs 43 |64 |29 |42 |78 |123|129|33 |55 |62 |48 |78 |14 4.8 6.3 2.7
Total labour costs | 23.4 {23.6 | 20.6 |33.5|21.7 | 24.0 | 27.9 | 28.1 | 29.7 | 25.3 | 28.5|38.1 |11.7 | 14.8 25.9 13.0
Total capital costs |14.0| 8.2 | 74 |10.0|119]|6.0 |71 |79 |55 |41 |76 |11.3]| 3.8 7.0 8.0 5.0
Costs of production |41.7 | 37.9 | 30.9 |47.4 |41.4 | 42.7 |47.9 | 39.3 |40.6 | 35.6 |40.9 |57.4 |16.9| 26.5 40.1 20.6
factors
Total costs (excl. [100.0{100.0{100.0]100.0100.0{100.0{100.0{100.0{100.0{100.0{100.0{100.0{100.0] 100.0 | 100.0 | 100.0
quota costs)

Source: Own calculations on the basis of EDF-Report 2001
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Table 6. Costs of milk production, milk price [€ per 100 kg FCM]

Farm | Cost of milk production Milk price Cost/Milk price
No.

AT 35.4 29.8 118.8
Dw 33.3 28.9 115.2
Do 33.8 29.6 114.2
BE 31.4 30.4 103.3
NL 35.5 30.4 116.8
UK 29.8 27.8 107.2
IE 24.2 29.4 82.3
FR 421 31.0 135.8
ES 33.2 30.3 109.6
IT 34.3 39.1 87.7
SE 46.0 35.1 131.1
CH 69.5 49.6 140.1
HU 29.1 26.2 1111
PL 22.6 22.8 99.1

Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy

Farmers. Lellens, Frankfurt, Braunschweig

Total costs of production are higher than the milk price of 100 kg FCM only in Ireland, Italy and Poland
(Table 6). Ireland is one of the countries where grassland is almost 100% of forage area. Dairy grassland based
farms are able to produce milk for very low costs per kilogram. Feed, machinery and building costs play a major
role in the differences between direct costs.

Competitive advantages and disadvantages of farm activities could be explained by differences in prices and/or
in productivities. Key indicator to measure the success of the dairy farms is the return to labour.

The highest labour cost was observed in Switzerland (Fig. 9). In most countries the opportunity cost of family
labour is incomparably higher than the paid wages. East German and Hungarian farms have very big herd size
and milk production based on contract labour.

Fig. 9. Labour cost — comparison of the national EDF — averages
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European
Dairy Farmers. Lellens, Frankfurt, Braunschweig

Polish and Hungarian farms have near to eleven times lower wages measured in national average wage rate than

Swedish farms and near 6 times lower than average in the EU (Fig. 10).
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Fig. 10. Labour prices — comparison of the national EDF — averages
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European
Dairy Farmers. Lellens, Frankfurt, Braunschweig

+highY

Two pictures above show the large differences in wage rates and labour costs between CEEC and the EU. The
level of productivity is the main production factor, influencing the economic situation of analysed farms and can
be used to make comparisons between countries (Fig. 11).

Fig. 11. Labour productivity — comparison of the national EDF — averages
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Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European
Dairy Farmers. Lellens, Frankfurt, Braunschweig
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The labour productivity in CEEC is about 3 times lower than in the Netherlands and 2 times lower than the
average in EU farms (Table 7). It is mainly caused by poor technology and management problems. Polish and
Hungarian farmers needed about 1.4 hour to produce 100 kg FCM. EU-EDF farmers needed only 0.67 hour.
However EDF farmers in the Netherlands needed 0.49 hour to produce 100 kg FCM.



Table 7. Labour, land and capital productivities

Farm Labour productivity Land productivity Capital productivity
No. [kg FCM/h] [t FCM/ha] [kg FCM/1000 €]
AT 115 13 751
Dw 164 9 1969
Do 170 12 2103
BE 131 17 2418
NL 205 16 1805
UK 180 10 2351
IE 133 14 2507
FR 103 9 1410
ES 82 15 2218
IT 142 11 2691
SE 151 8 1863
CH 56 9 763
HU 70 6 3698
PL 71 5 2.516

Source: EDF-Report 2001. Cost comparison analysis. Time series analysis. Database. European Dairy
Farmers. Lellens, Frankfurt, Braunschweig

The average land productivity in EU-EDF farm amounted to 12 t FCM per hectare. The highest milk production
per ha was observed in Belgium (17 t FCM) and in Netherlands (16 t FCM). The lowest land productivities were
in Poland (5 t FCM/ha) and Hungary in(6 t FCM/ha).

The average capital productivity in EU-EDF farms amounted to 2018 kg FCM per 1000 €. In Poland it was
about 498 kg higher.

CONCLUSIONS

3. The farmers from Switzerland, Italy and Sweden got the highest prices for 100 kg FCM: 49.6 €, 39.1 €
and 35.1 €. respectively. However the lowest prices were in Poland 22.8 - € and Hungary — 26.2 €.

4. Labour and feed costs had the biggest share in total costs of milk production. Average labour cost in
EU-EDF amounted to 25.9% of total milk production costs and feed prices amounted to 23.6%.

5. The highest total cost of production of 100 kg FCM was in Switzerland — 69.5 €, in Sweden — 46 € and
in France — 42.1 €, however the lowest costs were observed in Poland — 22.6 €, in Ireland — 24.2 € and
in Hungary — 29.1 €.

6. The share of costs for means of production in total costs of production was 60% on average in EU-EDF,
the highest in Hungary — 83,2% and the lowest in Switzerland — 43%.

7. Polish dairy farms are characterised by very low labour productivity. It is mainly due to poor
technology equipment, which needed high labour consumption, low labour prices and low milk yield as
well.
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