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Introduction

A key factor we can’t control is the global economy 
and its effect on the growth curve in global dairy 
consumption. Clearly, the economic malaise of the last 
few years in the developed countries of Europe, Japan 
and the United States challenges internal dairy demand. 
Yet, the drawing power of dairy’s taste and nutrition 
continues to prove irresistible to the large populations of 
Asia and Latin America as they enter the middle class 
keen to improve their diets. Dairy consumption, rising 
faster than supply from the world’s largely pasture-based 
dairy industry, has strained global supplies, pushing 
prices to higher plateaus. Sometimes good prices and 
ideal weather conditions coincide to catch up supply 
with inexorable demand as happened in early 2012. 
But, unpredictable weather has proven predictable in 
periodically disrupting this balance, putting supply back 
into catch-up mode. Presuming that this factor will 
continue and preparing for its accompanying volatility is 
vital for our industry.

Nor do we control the value of the U.S. dollar, whose 
relative weakness since 2003 has shielded us somewhat 
from the large European Union (EU) milk pool, 
exacerbating their high-cost structure with higher export 
values. Yet, the weaker dollar’s biggest impact has been 
to nurture the dairy appetites of the emerging global 
middle class by moderating the impact of higher global 
prices that the demand/supply squeeze has brought forth. 

Just as these factors aren’t new, neither are the key 
ones that we can control. Now that our government has 
turned to a more ambitious trade liberalization agenda, 
taking advantage of recent trade treaty initiatives is 
crucial. Substantial upsides exist in the Trans-Pacific 
Partnership (TPP) (e.g. Japan and Canada) and the 
Transatlantic Trade Investment Partnership (TTIP) 
(Europe) where we can gain entry into high-income 
dairy consuming markets largely closed to us. A unified 
industry, which can creatively and energetically work with 
our government, will improve sales through new markets, 
better science-based rules of trade and the preservation 
of common food names. 

Stepping up to help itself is where our industry is making 
some of its greatest strides. This comes through many 
forms. U.S. suppliers are stepping up their own efforts 
to better meet the needs of global customers. Some 
have had good impact by establishing collaborative 

relationships with key clients, arranging strategic links 
with export traders, conducting frequent market visits, 
and/or setting up overseas offices. Yet, many are still 
holding back on investing the corporate resources 
appropriate to the export channel, which now represents 
the lion’s share of new growth opportunities for U.S. 
dairy suppliers.  

Valuable to a member’s own efforts are the resources that 
USDEC brings as part of the industry’s self-help effort. 
Responding to members’ stated priorities, this year’s 
business plan continues the three-year migration towards 
a stronger emphasis on nuanced and creative efforts in 
trade policy and market access and regulatory affairs. 
Both seek to gain and sustain market entry by improving 
the rules of trade and lowering the risk or uncertainty of 
meeting the changing rules of import authorities. 

To improve its impact and to move more quickly, 
a successful corporate strategic plan can also tap 
into member benefits for analysis of trade trends, 
information on competitors and market dynamics, and 
unmet strategic opportunities in product categories 
underdeveloped in the United States. In addition, 
whether new-to-market or well-established, periodically 
companies will seek value in marketing assistance 
from trade shows, foodservice promotions and buyer 
missions. Finally, with intense pressure from competitive 
suppliers for higher value returns, U.S. suppliers can 
benefit from a broader message to global consumers 
about the quality, safety and premium image of U.S. 
dairy products—underpinned by a tested issues/crisis 
management system to defend that image from sudden 
threats or attack. 

Industry self-help takes a broader role in the support 
that USDEC provides to the more structural constraints 
pursued by the globalization effort of the Innovation 
Center for U.S. Dairy®. All involve steps to move the 
United States to become a more consistent global 
supplier—better serving customer needs by developing 
better risk management tools to mitigate the destructive 

Dear Members: 

Over the next three years, our industry faces a range of  
factors that will determine how well we can better address  
export markets and become a more consistent global supplier.  
Some factors we can influence, while some we can’t. But,  
continuing the advances we’ve made over the last few years  
against those we can control, while accelerating improvements  
still in progress, would sustain and expand our successful  
global growth trajectory. 

Clearly, the economic malaise of the last few 
years in the developed countries of Europe, 
Japan and the United States challenges  
internal dairy demand. Yet, the drawing  
power of dairy’s taste and nutrition continues  
to prove irresistible to the large populations  
of Asia and Latin America.

Thomas M. Suber
PRESIDENT
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Introduction

impact of volatility, more robust supply chain traceability 
systems, as well as useful and innovation-friendly 
product and processing standards. Yet, few are more 
important than the Innovation Center's globalization 

initiative in store for 2014 to move concretely to reform 
our dairy pricing system that retards our ability to act on 
market signals and inhibits product innovation.

So, continuing our effort to meet members’ commercial 
needs, this business plan will help address the key 
factors that we can influence—new markets, lower 
commercial risk through better rules of trade and 
improved market information, tools to assist exporters 
to expand, and changes to our domestic policy 
environment that allow us to be more responsive to the 
market, innovative and customer-centric. 

Your insight and your participation will ensure that we 
can continue to deliver on USDEC’s mission of assisting 
you to increase the volume and value of U.S. exports.

Sincerely, 

Thomas M. Suber
President

Responding to members’ stated priorities, 
this year’s business plan continues the three-
year migration towards a stronger emphasis on 
nuanced and creative efforts in trade policy and 
market access and regulatory affairs.

CONFIDENTIAL | © 2013 U.S. Dairy Export Council
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Executive Summary, 2014–16 Business Plan

It’s been three years since USDEC embarked 
on a “strategic evolution” to re-examine 
its program focus so that it maximizes 
resources and aligns them with a shifting 
global business environment and with more 
capable and committed U.S. dairy exporters. 

In the first year of the organization’s evolution process 
toward strategic change, programs were prioritized and 
a resulting framework was put in place to realign and 
evolve resources and programming. The 2013 plan 
moved the organization beyond the strategic framework 
with programs moving directionally towards change. In 
this plan, the organization is now firmly on a new path to 
solidifying the U.S. dairy industry as a consistent global 
supplier, with shifts in programs, resources and staff now 
complete. Following are some major strategic initiatives to 
be emphasized in 2014–16.

Trade Policy

Because it has the greatest potential to remove foreign 
tariff and non-tariff barriers (NTB) and provide the greatest 
market access opportunities, great emphasis will rest on 
trade policy. Primary efforts will focus on delivering indus-
try priorities through the TPP and the TTIP between the 
United States and the EU, as well as advancing regulatory 
coherence so that countries work proactively and preemp-
tively to resolve sanitary and phytosanitary (SPS) issues.

Market Access and Regulatory Affairs 

Of equal importance will be resolving regulatory barriers 
to trade and maintaining access to core markets. In 
2014–16, USDEC will increase efforts in developing 
regulatory frameworks and science-based product 
standards, particularly in China. Such efforts, specifically 
early engagement in the development of foreign 
regulations, will help ensure that new standards are 
risk-based and that they reflect internationally-accepted 
scientific principles. 

Strategy and Insights

Strategy and Insights programs will assist stakeholders 
by providing actionable insights and technical assistance 
to drive commercial sales. Among the major initiatives in 
2014–16 will be greater consultative technical assistance 
to address supply gaps in skim milk powder (SMP), dairy 
proteins for food aid, whole milk powder (WMP), fluid milk 
and low-spore SMP, and exploratory research about U.S. 
export opportunities in Sub-Saharan Africa. 

Issues Management and Crisis Preparedness  

In this planning period, USDEC will work to strengthen 
online crisis readiness especially in the sensitive markets 
of Asia. Another effort will strengthen overall readiness 
through an assessment of the organization’s current 
crisis plan and through drills, training exercises and 
spokesperson training, again with a specific focus in  
China and greater Asia. 

Global Marketing

With an increased emphasis on consultative marketing, 
USDEC will maintain its long-term relationships with 
targeted end-users where increased volume sales for 
U.S. suppliers can be achieved. Such projects will focus 
on ingredients, specifically key global accounts and those 
involving industrial use for U.S. ingredients in the Middle 
East, as well as cheese for foodservice in the Middle East 
and Asia. Another key initiative is a marketing communica-
tions program to enhance U.S. dairy’s image and position-
ing among global buyers. 

Globalization (on Behalf of the Innovation Center  
for U.S. Dairy)

Of the suite of six programs to advance the U.S. dairy 
industry as a globally consistent supplier, four programs 
in particular will be advanced during 2014. First is the 
development and subsequent industry adoption of volun-
tary enhanced dairy supply chain traceability practices to 
help the industry meet pending legislation and to address 
buyer needs. Second is a business plan for change to 

improve price discovery and reporting of milk powder that 
will facilitate more functioning risk management tools to 
better manage volatility. A third is an effort to obtain GRAS 
(generally recognized as safe) status for U.S. concentrated 
milk proteins to further drive U.S. milk protein concen-
trate (MPC) use in high-value product categories. Finally, 
the industry work group will focus on updating certain 
U.S. standards for processing and equipment in order to 
improve U.S. global competitiveness.

A profitable U.S. dairy industry that is 
growing its global market share by efficiently 
and consistently meeting customer demands

VISION

Through analysis and collaboration, 
enhance demand for U.S. dairy products 
and ingredients by securing access and 
assisting suppliers to meet market needs that 
facilitate sales

 MISSION

USDEC Funding

2016201520142013

$26.0 M $24.5 M
$22.7 M $22.7 M

DMI will provide primary funding support through the 
dairy farmer checkoff for the three-year period 2014–16. 
A DMI-funded multinational pizza chain promotion will 
be continued only in 2014 and discontinued thereafter. 
USDA funding is projected to stay level throughout the 
plan period as are membership dues.
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Executive Summary, 2014–16 Business Plan

• Consisting of CEOs from 30-plus processors, co-ops 
and industry organizations, the Innovation Center for U.S. 
Dairy develops new, pre-competitive approaches to meet 
industry needs in health and wellness, sustainability, 
globalization, consumer confidence and food safety

Overcome barriers to the United States becoming  
a globally consistent supplier Innovation Center for U.S. Dairy

• Identify suitable, unified goals and strategies

• Coordinate messages to key targets
Achieve a unified and effective trade policy

National Milk Producers Federation 
(NMPF), International Dairy Foods 
Association (IDFA), Consortium for 
Common Food Names (CCFN)

• Consider export potential as a measure in allocating 
research and development (R&D) funding, with specific 
focus on improved milk powder functions, actionable 
health claims and quality consistency

Ensure dairy products meet customer and  
competitive needs

Dairy Research Institute (DRI), dairy 
research centers and processor/co-op 
research partners

• Assist in local implementation of USDEC visits by 
overseas buyers

• Maintain grassroots communication to producers
Increase capabilities of U.S. exporters

State departments of agriculture  
and state/regional dairy checkoff 
promotion programs

• Lead industry to improved packaging and manufacturing 
methods, specifically using International Organization 
for Standardization (ISO), Hazard Analysis and Critical 
Control Points (HACCP) and domestic standards

Improve quality and consistency of packaging  
and final product 

American Dairy Products Institute (ADPI), 
IDFA, NMPF

• Maintain and strengthen unified effort to ensure 
compatible standards at IDF and Codex  
Alimentarius (Codex)

Create suitable international standards for health,  
sanitation and quality 

U.S. National Committee of the 
International Dairy Federation (IDF)

ALLIED ORGANIZATIONS ROLEOBJECTIVES

USDEC program investments require close collaboration with the following organizations that serve the U.S. dairy industry. By placing high value on partnerships,  
such collaboration allows USDEC to leverage its investment to a greater degree for the benefit of its dairy-farmer funders and members, and the industry as a whole.

CONFIDENTIAL | © 2013 U.S. Dairy Export Council
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Though conditions seem poised to stimulate 
increased milk production in late 2013 and 
into 2014, robust dairy import demand 
growth is likely to parallel or outpace the 
availability of exportable supplies, thereby 
creating relatively tight market conditions.

Milk production among leading dairy export regions 
is recovering from challenges of high-feed costs/low 
margins and adverse weather conditions. In addition, 
various regions, both exporting and importing, face 
structural constraints that are likely to increase costs and 
slow milk production growth. Contrastingly, beginning in 
April 2015, EU milk production quotas will be eliminated, 
unleashing much anticipated, though uncertain, potential 
among lower-cost European production regions. These 
conflicting factors will exacerbate uncertainty associated 
with global supply-demand balance into 2015–16.

Status of Macroeconomic Indicators

A recovering economy and lower unemployment 
should have a positive effect on U.S. domestic dairy 
consumption, increasing competition for exports. U.S. 
economic growth is expected to average 3.3 percent 
per year during 2014–16. Unemployment is expected to 
decrease from an average of 8.3 percent during 2011–13 
to an average of 6.9 percent in 2014–16. In addition, 
U.S. housing markets are recovering. Downside risks 
associated with fiscal uncertainty and spillover from 
euro-zone debt and banking issues have diminished. 
However, decreased U.S. labor force participation and 
lower-median real household incomes may drag on U.S. 
consumption growth. 

Asian economic growth is a primary driver of global dairy 
import demand growth. Emerging and developing Asian 
Gross Domestic Product (GDP) is expected to grow 7.7 

percent per year during 2014–16. Though the euro-zone 
is expected to return to positive growth during 2014–16, 
the lackluster increase averaging just 1.4 percent per 
year will drag on all advanced economies, which are 
expected to increase by an average of only 2.5 percent 
annually. Global economic growth is expected to average 
4.3 percent annually during 2014–16, 0.8 percentage 
points slower than the 5.1 percent annual growth during 
2005–07, the most recent three-year peak. 

From a competitive supply perspective, the value of the 
U.S. dollar affects returns to competing export suppliers. 
Over the past year, the euro has averaged US$1.31/euro 
ranging from US$1.28 (-1.9 percent) to US$1.33 (+2.0 
percent). The New Zealand (NZ) dollar averaged US$0.82, 
while ranging from US$0.79 (-3.8 percent) to US$0.85 
(+3.4 percent), the NZ$ declined by 4.2 percent from 
May to June 2013. The Australian dollar has weakened 
considerably, falling from US$1.04 in September 2012 
to US$0.90 in August 2013. Consequently, returns to 
Oceania exporters are benefitting from weaker currencies 
as well as from higher international prices. In the absence 
of any major economic shocks, competing currencies 
are expected to trade in similar ranges over the 2014–16 
business plan period.

The U.S. dollar rate vis-à-vis major dairy importers is 
important for its impact on dairy demand, regardless of 
the supply source. The importance of the Chinese yuan 
grows along with what appears to be China’s insatiable 
demand for food and dairy imports. After trading near an 
average of 6.33 yuan from July 2011–December 2012, 

the yuan has recently strengthened to 6.12 yuan (+3.1 
percent). The Mexican peso averaged 12.73 pesos over 
the past year, ranging from 12.21 pesos (-4.1 percent) 
to 13.06 pesos (+2.6 percent). Stronger currency in 
major importers offsets some of the impact of recently 
higher prices. Expectations of stable relative growth 
rates suggest that—in the absence of major economic 
shocks—the U.S. dollar will likely trade in relatively stable 
ranges with the currencies of major dairy importers 
throughout 2014–16. 

Food price inflation in the short to medium term is 
expected to moderate as livestock product prices 
(including dairy) and crop prices diverge. Meat and dairy 
prices will remain historically but will be offset by lower 
cereal, oilseeds and sugar prices. Though food prices 
are expected to be relatively flat during 2014–16, prices 
will generally be above longer-term historic averages. 
Food affordability will remain an issue among many 
developing nations as food accounts for 20–50 percent 
of total expenditures.

Consumption and Demand 

China—which imported nearly 1.5 million metric tons 
of dairy products during the 12 months ending June 
2013—will remain a primary driver of global dairy 
import demand. Conditions favorable to increased dairy 
consumption are expanding in second- and third-tier 
cities as well as in rural areas where per-capita dairy 
consumption growth has lagged that of first-tier cities 
and coastal urban areas. China’s dairy imports have 
grown at a compound annual rate of more than 30 

Asian economic growth is a primary driver of 
global dairy import demand growth. Emerging 
and developing Asian Gross Domestic Product 
(GDP) is expected to grow 7.7 percent per year 
during 2014–16.

China—which imported nearly 1.5 million 
metric tons of dairy products during the 12 
months ending June 2013—will continue to be 
a primary driver of global dairy import demand.

Situation Analysis
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percent since the melamine crisis in 2008. While the rate 
is likely to slow, the average annual quantity growth of 
217,000 metric tons is achievable during 2014–16. 

East Asia’s other primary dairy importers (Japan, 
Indonesia, Philippines, Malaysia, Singapore, Hong 
Kong, Thailand, South Korea and Taiwan) represent 
2.75 million metric tons of annual dairy imports. While 
growth rates have not been as impressive as China, 
these markets represent an annual increase of nearly 
74,000 metric tons in dairy imports. In addition to direct 
consumption, several of these markets import dairy 
ingredients for manufacturing, re-packaging and  
re-export to regional markets. 

Most importantly, in Mexico, where the United States 
holds a 74 percent quantity share, dairy imports continue 
to grow, reaching nearly 585,000 metric tons for the 12 
months ending June 2013. Since 2009, the Mexican 
market has expanded at nearly 19,000 metric tons 
annually with the United States increasing its dominance. 
Mexico’s dairy imports from the United States increased 
by nearly 6,000 metric tons for the 12 months ending 
June 2013, while imports from other sources decreased 
by nearly 3,000 metric tons.

Global Production

During the first quarter of 2013, milk production 
among primary exporters fell below year-ago levels as 
high-feed prices squeezed margins and sub-optimal 
weather conditions restricted pasture growth and forage 
quality. Higher dairy commodity prices are, however, 

increasing expectations for higher milk prices through the 
remainder of 2013 and into 2014. For example, Fonterra 
Co-operative Group recently increased the forecast 
payout to $NZ8.12/kg of milk solids (about $US20.00 
per cwt) for the 2013/14 season. Higher milk prices 
in the United States and EU will begin to offset high-
feed costs, which are expected to moderate as new-
season crop production begins to be harvested, further 
increasing margins. Improving conditions are likely to 
stimulate increased production in late 2013 and 2014.

New Zealand production finished the 2012–13 season 
1.8 percent less than the previous season on a milk 
solids basis. Regardless, exports for the year ending 
June were 11.9 percent greater than the previous 12 
months. It is likely that New Zealand finished the season 
with below normal inventories; therefore, the seasonal 
peak in 2013 which is expected to meet or exceed the 
record peak output in 2012, will facilitate maintenance 
of year-over-year export supply in late 2013 and early 
2014. Australian production, initially expected to increase 
2 percent, finished the 2012–13 season down nearly 
3 percent. Weather conditions and high-feed costs 
generally limited production. 

Future increases in New Zealand’s rates of export 
growth are likely only through expensive changes to its 
production practices, as milk production is increasingly 
subject to structural constraints. New Zealand’s 
export growth is highly concentrated. The top 9 export 
destinations accounted for more than the total growth 
for the 12 months ending June 2013; China alone 
accounted for 68 percent. Consequently, growth outside 
these top 9 markets required decreased exports to other 
destinations. Moreover, given advantages of its FTA with 
China, Chinese growth is likely to absorb much of New 
Zealand’s future milk production growth. 

Adverse weather conditions, higher relative returns to 
corn and soybeans compared to milk-production, and 
constrained processing capacity combined to slow milk 
production growth in Argentina. As a result, Argentina’s 
exports for the 12 months ending in June 2013 dropped 
to 380,000 metric tons, down 15.5 percent from 
450,000 metric tons through June 2012. Domestic 
political developments and inflationary pressures have 
tempered future growth prospects. Brazil is expected to 
remain a net importer of dairy products, absorbing any 
increased supplies from Argentina and Uruguay. 

Poor weather conditions and low margins contributed to 
a decline in EU milk collections of 2.6 percent during the 
1Q 2013, in large part the result of decreased production 
in Italy (-8.1 percent), the United Kingdom (-6.8 percent) 
and France (-3.6 percent). After increasing 2.2 percent 
during the 2011–12 quota year, collections for the year 
ending March 2013 were down 0.9 percent. Less milk, 
increased cheese production and a decrease in SMP 
production have slowed skim milk powder exports, 
which were down 30.8 percent in 1H 2013. 

The EU domestic market is mature and growth is limited 
by macroeconomic conditions. Moreover, processors are 
expanding capacity in regions with lower-costs, expect-
ing increased milk production when producers are unen-
cumbered by milk production quotas. These processors 
with access to rapidly increasing milk supplies are likely 
to emerge as formidable international competitors.

Situation Analysis

Ultimately, U.S. production growth will need 
to make a significant contribution to the net 
global supply picture as growth in Southern 
Hemisphere exporters is expected to fall short  
of demand growth.

Increasing U.S. exports requires robust milk 
production growth. Otherwise, international 
buyers must compete directly with domestic 
users for the available supply.

CONFIDENTIAL | © 2013 U.S. Dairy Export Council
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U.S. milk production growth has begun to recover, 
but is still well below longer-term trends. The most 
recent World Agriculture Supply and Demand Estimate 
(WASDE) report forecasts milk production to increase 
by about 1 percent during 2013. However, based on 
milk production estimates through July, milk production 
would need to increase at the rate of more than  
2 percent for the remainder of the year to achieve  
the WASDE estimate. 

Ultimately, U.S. production growth will need to make a 
significant contribution to the net global supply picture 
as growth in Southern Hemisphere export is expected 
to fall short of demand growth. Response to increasing 
milk prices and decreasing feed costs—assuming a 
normal 2013 harvest—can be expected to lead to 
increasing milk production into 2014. Production growth 
should continue in 2015 and 2016, increasing by  
1.2 and 0.7 percent, respectively.

EU Quota Elimination

On April 1, 2015, EU milk production will no longer 
be subject to quota limitations. Expectations are high 
in areas where milk production costs are low and 
expansion was limited by the quotas. However, growth 
will not be uniform across member states. Increases 

of 10–20 percent in low cost areas are expected to be 
offset by decreases in high-cost areas. Overall growth 
is expected to total about 5 percent by 2020. Capacity 
investment in areas where milk production is expected 
to grow has focused on dryer capacity as opposed to 
cheese production. These factors are likely to alter the 
relative mix of exportable products.

Recent EU milk production growth has facilitated export 
growth as per capita domestic consumption declined. 
Overall EU export growth focused on SMP and cheese. 
SMP export growth was also facilitated by elimination 
of domestic use subsidies, and robust internal butter 
demand contributed to profitability of SMP/butter 
production. Growth in cheese exports focused on the 
Russian market. Economic recovery is likely to stimulate 
recovery in domestic cheese consumption, especially 
among new member states. After quota elimination, new 
lower-cost milk production will facilitate the competitive 
position of EU suppliers in SMP and cheese markets.

Conclusions

Slower rates of milk production growth among Southern 
Hemisphere suppliers provide an opportunity for the U.S. 
dairy industry to capture an increasing share of global 
dairy product imports. Robust demand growth will be 
driven by persistent gaps between domestic production 
and domestic demand in China, Mexico, Southeast 
Asia and the Middle East, as well as other emerging 
economies. Despite less-than-optimal policy structures, 
now is the time for the U.S. industry to take advantage of 
these opportunities.

EU milk producers will be unencumbered by production 
quotas on March 31, 2015. Moreover, EU processors 
are not subject to the outdated classified milk pricing 
structures in place in most of the United States. These 
outdated administrative milk pricing systems are likely to 
put U.S. exporters at a competitive disadvantage vis-à-vis 
EU suppliers with access to increasing cost-competitive 
milk supplies. As a result, the United States industry will 
still struggle to escape its role as a global shock absorber, 
the de facto balancer of global supply and demand. 
In addition, high-levels of volatility create uncertainty 
and enhance the risks and challenges of navigating an 
increasingly competitive global dairy marketplace.

Slower rates of milk production growth  
among Southern Hemisphere suppliers provide 
an opportunity for the U.S. dairy industry to 
capture an increasing share of global dairy 
product imports.

Situation Analysis
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Product Portfolio Analysis

The United States is positioned to take 
advantage of growing global demand for 
dairy products. Multiple factors support 
competitive U.S. exports, including a large 
and seasonally stable milk supply, relatively 
limited structural constraints on expansion 
of milk production and processing 
capacity, existing modern milk production 
and processing infrastructure, research 
and development investment and a large 
sophisticated domestic market.

To strengthen its position, the U.S. industry should 
accentuate those advantages that will elevate its 
reputation as a consistent supplier to manufacturing, 
foodservice and retail customers and identify and focus 
on strategic, high-value growth segments of the market 
to enhance returns to all levels of the value-chain.

Milk Powder

SMP/nonfat dry milk (NFDM) trade expanded from 1.17 
million metric tons in 2008 to 1.79 million metric tons in 
2012, a 52 percent increase. At this rate, global SMP 
trade would exceed 2.4 million metric tons by 2016. In 
2008, the United States was the largest supplier with a 
33 percent market share. By 2012, the EU had eclipsed 
the United States as the largest supplier, having captured 
56 percent of incremental growth. The U.S. market 
share dropped to 25 percent as New Zealand captured 
24 percent of incremental growth compared with just 9 
percent for the United States.

U.S. domestic utilization is driven by NFDM for cheese 
milk fortification while international buyers prefer low-
spore, protein-standardized SMP for recombination. 
Mexico, a market dominated by the United States, is 

the largest global destination for SMP/NFDM trade; and 
much like the United States, a large portion is utilized 
in cheese fortification. The United States captured 
84 percent of the incremental growth in the Mexican 
market during 2008–12, but generally missed growth 
in most Asian markets to the EU and New Zealand. For 
example, the EU and New Zealand supplied 98 percent 
of incremental growth in SMP exports to China.

Despite the loss of market to EU suppliers, the United 
States is positioned to compete for future growth in SMP 
markets. EU export expansion was aided by elimination 
of subsidies for SMP use in animal feed, as well as 
economic recession that reduced overall per capita dairy 
consumption. Export opportunities will be driven by 
value-added, low-spore SMP for use in rapidly growing 
pediatric and nutritional formula segments in key Asian 
and emerging markets.

WMP trade expanded from 1.88 million metric tons in 
2008 to 2.26 million metric tons in 2012, an increase of 
more than 20 percent. At these rates, trade in WMP will 
approach 2.63 million metric tons by 2016. WMP trade 
growth lags SMP trade growth. In 2008, WMP trade was 
60 percent greater than SMP trade. By 2012, WMP trade 
was 26 percent greater and by 2016, WMP trade will be 
only 8 percent greater than SMP trade.

New Zealand dominates trade in WMP, while the United 
States is not a factor with less than 2 percent market 
share. As total trade expanded by 383,000 metric tons, 
New Zealand increased WMP exports by 655,000  
metric tons, increasing its share from 32 percent in  
2008 to nearly 56 percent in 2012. China and members 

of the Organization of Petroleum Exporting Countries 
(OPEC) accounted for 79 percent of New Zealand’s 
WMP trade growth.

WMP exports, nonetheless, have strategic benefits for 
the U.S. industry. New production capacity and export of 
gas-flushed standardized WMP allows the U.S. industry 
to provide a full line of milk powders to customers 
looking for alternative suppliers. In addition, WMP 
provides an alternative outlet for butterfat, which might 
otherwise contribute to periodic domestic imbalances. 
New Zealand milk production growth alone cannot 
sustain the increased demand for WMP, and tight EU 
butter markets make SMP and butter production a more 
attractive alternative to WMP.

High Protein Ingredients (HPI)

High protein powder exports—including MPCs and 
whey protein concentrates (WPCs)—grew from 213,000 
metric tons to 283,000 metric tons during 2008–12, a 
33 percent increase. At this rate, these exports would 
total 353,000 metric tons by 2016. New Zealand has 
a 39 percent share followed by the EU with 23 percent 
and the United States with 19 percent. The United 
States is also a large importer of these products and is 
the destination for 53 percent of New Zealand’s exports 
in these categories.

These markets include high-value, highly-functional 
ingredients with less price volatility than commodity 
products. U.S. suppliers have unique opportunities 
for import displacement as well as expanding export 
opportunities. In addition, production of MPC and WPC 
also yields permeate—a cost-effective source of dairy 
solids, primarily lactose. Permeate has historically been 
used for standardization of milk powders, but also offers 
its own unique set of properties in various feed, food and 
beverage formulations.

Despite the loss of market to EU suppliers, the 
United States is positioned to compete for future 
growth in SMP markets.

CONFIDENTIAL | © 2013 U.S. Dairy Export Council



12 // Outlook / ©2013 U.S. Dairy Export Council

Product Portfolio Analysis
Cheese

Global cheese trade expanded from 1.67 million metric 
tons in 2008 to 2.18 million metric tons in 2012, an 
increase of 30 percent. At this rate, cheese trade would 
exceed 2.7 million metric tons by 2016. The EU and 
Oceania have been the dominant suppliers, averaging 
more than 56 percent of cheese trade during 2008–12. 
The United States, however, is among the fastest 
growing suppliers. U.S. cheese exports grew by 96 
percent—exceeding Australian exports in 2010 and will 
likely exceed New Zealand exports by 2014—doubling 
U.S. share from 6 percent in 2008 to 12 percent in 2012.

Export opportunities for U.S. cheese will continue to 
expand. Oceania investment is focused on powder 
production; consequently, Oceania cheese export 
capacity is stable. EU domestic cheese consumption 
growth should recover with economic growth, especially 
among new member states. EU investment in anticipation 
of quota removal in April 2015 is also focused on powder 
production. Meanwhile, U.S. processors continue to 
expand and upgrade cheese production capacity.

Global cheese trade opportunities are increasingly 
focused on cheese for further processing and 
foodservice. Egypt has become a major distribution 
point and the single leading exporter of processed 
cheese by importing natural cheese and other dairy 
ingredients. Westernization of diets in Asia and the 
Middle East support expansion of foodservice outlets, 
with pizza among the leading segments.

Dry Whey and Lactose

Dry sweet whey product exports are dependent on 
cheese production and are therefore dominated by 
the EU and the United States. Dry and modified whey 
(DMW) exports increased from 958,000 metric tons in 
2008 to 1.33 million metric tons in 2012, a 39 percent 
increase. At this rate, DMW trade would total 1.72 
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million metric tons by 2016. The EU and the United 
States supply 72 percent of trade. Lactose exports 
grew by 50 percent from more than 350,000 metric tons 
in 2008 to 526,000 metric tons in 2012. At this rate, 
lactose trade would expand to 726,000 metric tons in 
2016. The United States supplies 57 percent of trade, 
while the EU supplies 30 percent.

The United States is likely to continue to dominate trade 
in dry whey and lactose as U.S. cheese production 
and exports expand. To capitalize on increased value 
in these markets, exports will need to increasingly 
meet food grade standards as utilization shifts from 
animal feed to human consumption. Yet, animal feed 
use, especially in for pigs and pet food, remains a large 
market for off-spec product and specialized blends.

Butter and Milkfat

Butter and milkfat trade is a slowly growing fragmented 
market. Exports grew from 795,000 metric tons in 
2008 to 885,000 metric tons in 2012, an increase of 
2 percent. At this rate, the market would increase to 
903,000 metric tons in 2016. New Zealand dominates 

this market. While the overall market grew by 90,000 
metric tons, New Zealand exports grew by 137,000 
metric tons. Russia is the primary importer, accounting 
for about 75,000 metric tons from sources other than 
Belarus; Belarus reports an additional 61,000 metric 
tons of butterfat exports to Russia.

Given increasing SMP export opportunities, the U.S. mar-
ket is likely to produce a surplus of milkfat in the future. 
U.S. milkfat exports have averaged 58,400 metric tons 
during 2008–12, mostly in the form of butter and mostly 
opportunistic sales when supplies from other sources 
faltered. Without domestic anhydrous milk fat (AMF) pro-
duction capacity, North American Free Trade Agreement 
(NAFTA) import substitution opportunities remain limited. 
Mexico is among the leading importers of milkfat, primari-
ly in the form of AMF from New Zealand, averaging nearly 
36,000 metric tons annually during 2008–12.

The United States is likely to continue to 
dominate trade in dry whey and lactose as U.S. 
cheese production and exports expand. 



2014-16 Business Plan / Outlook // 13

Strengths, Weaknesses, Opportunities and Threats

 Analysis

STRENGTHS WEAKNESSES

• U.S. milk production is seasonally less pronounced than competitors, enabling a more 
consistent supply base

• Global investors see the United States as a favorable platform from which to meet growing 
global dairy demand 

• A large domestic market captures economies of scale, product innovation and R&D

• Industry moving towards more diversified product offerings

• Existing, unified industry effort assisting suppliers to expand exports

• Great capacity to expand milk production in response to demand

• Recent gains in export volumes and market share have established U.S. product in many  
key markets

• Domestic pricing policies and mechanisms inhibit competitiveness and impair product 
diversity, innovation and risk management strategies

• Relationship gaps linger between U.S. suppliers and end-users that deter knowledge of 
product needs and market dynamics

• Competitors are often more dedicated to customer needs, including tight technical 
standards, understanding pricing and payment strategy, and after-sales support

• Relatively low U.S. product and processing R&D investment versus competition doesn’t 
capture value-added potential

• Risk management tools and utility remain underdeveloped, exposing industry to higher 
damage from volatility

OPPORTUNITIES THREATS

• Global dairy consumption is increasing over time at a greater pace than the growth capacity  
of traditional suppliers

• Global customers increasingly see U.S. milk supply as critical to market stability and 
sustained supply 

• Improved mechanism and trading volumes in U.S. dairy cash and futures markets could 
improve forward pricing capability and minimize volatility damage to supply chain

• United States offers alternative supply chain security against traditional supply sources, 
notably Oceania

• New free trade agreements (FTAs) are in play that could ease tariffs and access rules into 
attractive markets while enhancing U.S. competitiveness

• Improving U.S. production and processing practices may remove negative differentiation 
point in sustainability, food safety and traceability

• Health and quality attestations required by overseas authorities are straining U.S. regulatory 
capacity to satisfy

• Spread of third-country FTAs imperils U.S. access and competitiveness

• U.S./New Zealand FTA could displace internal high-value markets and hollow out U.S. 
growth capacity

• Insufficient speed in improving consistency of U.S. supply could accelerate production 
growth in emerging suppliers, especially in South America

• Increasing demand for traceability and tighter commercial specifications requires continuing 
quality assurance spending

• Increasing use of NTBs (e.g., biotech, arbitrary standards, burdensome licensing 
requirements) creates more commercial risk

• Rising export volumes and share of production create larger risk exposure  
if sudden trade disruptions impair lasting trade flows

CONFIDENTIAL | © 2013 U.S. Dairy Export Council
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Business Assumptions
U.S. Market

• A new farm bill (provisionally effective October 2013) 
will replace price supports with less onerous safety 
nets, while maintaining USDA’s Market Access 
Program (MAP) and Foreign Market Development 
Program (FMD) matching funds in the near-term. It 
will also eliminate the Dairy Export Incentive Program 
(DEIP) (existing maximum volumes shown below).

• U.S. milk supply changes projected for 2014, 2015 
and 2016 are noted below.

• U.S. feed costs will remain towards upper-end of price 
curve due to continued effects of U.S. ethanol policy 
and lingering drought. 

• New and revised risk management tools will  
improve utilization and liquidity, dampening the  
impact of volatility.

• Industry consolidation and overseas capital will drive 
investment in U.S. plant capacity.

• U.S. production of MPCs, dairy blends, whole  
and filled milk powders will increase as price  
supports decline.

• Cooperatives Working Together (CWT) will exist 
in 2014 to provide export assistance for selected 
products and markets.

• Demand for value-added ingredients that provide 
enhanced nutritional benefits will continue to increase.

• Growing consumer awareness of protein benefits will 
fuel usage for dairy proteins in manufactured foods 
beyond nutritionals.

• Animal diseases or drought, flood or other weather-
related events will not significantly hinder feed supplies 
or milk marketing.

• Current internal review process by U.S. Department of 
Defense will result in commercial demand for a range 
of dairy ingredients (proteins) by the middle of the 
business plan period. 

International Markets

• See Situation Analysis on page 6.

• Economic growth in China should average near  
6–8 percent. Oil exporters should benefit from stable 
to strengthening prices throughout 2014.

• Economic growth in OECD remains problematic, 
with greater uncertainty in the eurozone. Southeast 
Asia should see a growth in 2014 and 2015 that 
exceeds the OECD average.

• China’s appetite for WMP and other dairy products 
will remain a major factor influencing global price 
developments.

• Multinational buyers will continue to demand 
“custom” specifications, technical support and 
traceability capabilities for suppliers to achieve 
“preferred” status.

• Significant Australian milk production increases  
are constrained by rainfall limitations and water  
rights issues.

• New Zealand investments in offshore milk production 
and competitive supply chains will continue; 
independent processors will grow yet remain 
dwarfed by Fonterra.

• Generally stable political conditions will prevail in 
target markets.

U.S. Milk Production, 2011 – 2016

2011 2012 2013 2014 2015 2016

bil. lbs. 196.2 200.3 202.5 206.5 209.0 211.0

% change* 1.72% 1.84% 1.40% 2.00% 1.20% 0.70%

Source: NMPF *Adjusted for leap year

 DEIP Volumes (MT)

NFDM/ 
SMP

CHEESE MILKFAT
OTHER  

(I.E. WMP)

68,201 3,030 21,097 34
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Trade and Regulatory

• Consumer resistance and competitive pressure among 
processors will continue to drive some global buyers 
to avoid U.S. products from milk produced using some 
on-farm technologies (e.g., recombinant bovine growth 
hormone (rBST)).

• Consumer concerns about genetically modified foods 
will lead to labeling in many target countries but not to 
the detriment of U.S. dairy products.

• The U.S. Food Safety Modernization Act (FSMA) will 
impose higher safety and traceability standards on U.S. 
dairy suppliers with the possibility of the imposition of 
similar requirements by importers of U.S. dairy products.

• Negotiation of the TPP will end within the business plan 
period, including the principles of regulatory coherence 
to diminish impact of NTB issues. Ambitious new U.S. 
market access goals remain in Canada, Vietnam and, 
prospectively, Japan. Treatment of market access into 
the United States is unknown, but open access for New 
Zealand is unlikely.

• NTBs will continue to hinder access into some markets.

• Clinical evidence will facilitate use of a structure/function 
health claim for whey proteins towards the middle of the 
planning period.

• IDF and Codex will remain established forums for 
developing international food standards based upon 
scientifically sound requirements consistent with World 
Trade Organization (WTO) rulings, yet their universal 
acceptability will remain challenged. Efforts by the EU 
and others to exploit Codex to advance less-than-
scientific-based outcomes continue to increase.

• The EU will continue its broader attempts to monopolize 
and restrict generic names under its geographic 
indicators initiative through economic arrangements and 
FTAs, including within the United States.

International

MEXICO

1. Mexico’s economy will continue to grow. Peso 
strength could be affected due to the world’s 
economic development, but demand for imported 
dairy products should remain strong, with self-
sufficiency remaining around its historical range  
of 65–70 percent.

JAPAN

1. Japan will remain a key market for Oceania cheese 
exports. The United States—now the #3 supplier of 
cheese to Japan—should continue to see growth.

2. If Japan joins the TPP, new U.S. opportunities in 
processed cheese, butterfat and SMP are expected.

Business Assumptions

  International Currency Market Conditions / Trade Weighted Index
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Sources: Oanda, GTIS, USDEC staff
Leading dairy exporters: Australia, EU-27 (euro was weighted by total EU-27 trade), New Zealand and United States
Leading dairy importers: Algeria, China, Hong Kong, Indonesia, Japan, Malaysia, Mexico, Philippines, Singapore, South Korea

A lower index indicates a weaker U.S. dollar; a higher index 
indicates a stronger dollar. For Leading Importers, a weaker 
U.S. dollar improves the purchasing power of local consumers, 
regardless of the supply source, while a stronger U.S. dollar 
erodes purchasing power. The impact of a weaker U.S. dollar 
to Leading Exporters can result in their lower returns, while a 
stronger U.S. dollar can improve returns to U.S. competitors.

Fiscal and political uncertainty in the United States and EU 
were associated with increasingly volatile and wider-ranging 
currency fluctuations during 2013. Factors leading to unsettled 
macroeconomic conditions are likely to persist into 2014; 
consequently, wider-ranging and more volatile currency swings 
are to be expected.
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CHINA

1. China will continue supplementing its rapidly 
increasing demand for dairy with imports.

2. The FTA with New Zealand and a potential one with 
Australia will favor non-U.S. sources.

3. The impact of various food scandals will continue 
to support dairy imports based on food safety 
concerns. 

4. Reflecting strong consumer concerns, China will 
revise and develop new standards for domestic and 
import suppliers to improve confidence in its current 
food safety system.

OTHER ASIA

1. With a stable economy, moderate growth is 
anticipated in Korea. Overall dairy imports are 
expected to grow, due to FTAs with both the United 
States and the EU. 

2. Southeast Asian dairy import demand will remain 
firm, driven in part by local processing focused 
on meeting consumer demand in Indonesia, 
recombined milk in Africa, infant formula in China 
and processed cheese in Japan.

3. Dairy processors will continue to establish a 
presence inside the Association of Southeast 
Asian Nations (ASEAN) to capitalize on tariff-free 
movement of goods within the region.

4. India’s growth in domestic demand will continue to 
challenge its goal of self-sufficiency. Through the 
business plan period, U.S. imports will continue to 
face SPS barriers and technical barriers to trade (TBT).

EUROPEAN UNION

1. Good farmgate prices will push production close 
to current quota maximums under the Common 
Agricultural Policy (CAP). EU processors will focus 
investments in powder production, where better 
returns are expected.

2. Casein production will increase, particularly in 
Ireland, with parallel increases in acid whey.

3. EU milk production growth post quota in 2015 will 
be concentrated in the North Europe “dairy belt” 
(Ireland, Netherlands, France's Brittany region, 
Northern Germany).

4. New farm milk contracting mechanisms are 
under study, although details and levels of market 
distortion are currently unclear.

OTHER MARKETS

1. Brazil will remain an important market for Argentina 
and Uruguay, but with only minor export capability.

2. Argentine production will grow well if government 
export restraints remain moderate.

3. Russian dairy self-sufficiency will remain low, with 
imports depending on the ruble’s value and erratic use 
of NTBs against imports. SPS/TBT issues will persist.

4. Canada’s rigid supply management system will 
remain in place during the business plan period, 
though concessions under TPP and to the EU in its 
separate FTA will weaken the system in years outside 
the plan period. Regardless, Canada will continue to 
hinder imports through various non-tariff barriers.

5. North Africa will remain a large buyer of cheese, 
butterfat and milk powder.

6. Middle East regional demand will continue to rise 
due to recent FTAs and continuing economic 
growth. Spreading political pluralism will create 
challenges and opportunities.

7. Africa will remain primarily a commodity market 
dependent on finance and price concessions.

8. Trade and travel restrictions to Cuba will remain 
in place through the plan period, albeit at a lesser 
intensity.

9. Central America remains an area of U.S. 
competitive advantage.

10. Rising national debt burdens in several Caribbean 
target markets could hamper regional import 
volume growth.

Business Assumptions



42 // Export Forecasts and Budgets / ©2013 U.S. Dairy Export Council

Source of Funds ($000)

2013 2014
% CHANGE 
2013 – 2014

2015 2016

Dairy Management Inc. $18,538 $17,530 -5.4% $16,142 $16,342

USDA Foreign Agricultural Service $5,855 $5,370 -8.3% $5,370 $5,250

Market Access Program $4,941 $4,620 -6.5% $4,620 $4,500

Foreign Market Development $702 $750 +6.8% $750 $750

Other FAS Programs $212 $0 -100.0% $0 $0

Membership Dues $1,020 $1,100 +7.8% $1,100 $1,100

Draw from Program Development/Unused Checkoff $520 $412 -20.8% $0 $0

Other Revenue $50 $40 -20.0% $40 $40

TOTAL $25,983 $24,452 -5.9% $22,652 $22,732

Sources of Funds
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Glossary of Terms

ABI American Butter Institute

ADPI American Dairy Products Institute

AMF Anhydrous Milk Fat

APEC Asia-Pacific Economic Cooperation

ASEAN Association of Southeast Asian Nations

CAP Common Agricultural Policy

CCFN Consortium for Common Food Names

CID Commodity Item Descriptions

CME Chicago Mercantile Exchange

CODEX Codex Alimentarius Commission

CWT Cooperatives Working Together

DEIP Dairy Export Incentive Program

DIAAS Digestive Indispensable Amino Acid Score

DMI Dairy Management Inc.

DMW Dry and Modified Whey

DRI Dairy Research Institute

eTDE Electronic Document Exchange System

EU European Union

FAEA Food & Agriculture Export Alliance

FAO Food and Agriculture Organization of the  
United Nations

FAS Foreign Agricultural Service

FDA U.S. Food and Drug Administration

FMD Foreign Market Development Program;  
Foot and Mouth Disease

FMMO Federal Milk Marketing Order

FSMA U.S. Food Safety Modernization Act

FTA Free Trade Agreement

GI Geographical Indications

GDP Gross Domestic Product

GRAS Generally Recognized as Safe

GTIS Global Trade Information Services

HACCP Hazard Analysis and Critical Control Points

HPI High-Protein Ingredients

IDF International Dairy Federation

IDFA International Dairy Foods Association

ISO International Organization for Standardization

MAP Market Access Program

MFN Most Favored Nation

MPC Milk Protein Concentrate

MPI Milk Protein Isolates

NAFTA North American Free Trade Agreement

NDM/NFDM Nonfat Dry Milk

NMPF National Milk Producers Federation

NTB Non-Tariff Barriers

NZ New Zealand

OECD Organisation for Economic Co-operation  
and Development

OIE World Organization for Animal Health

OPEC Organization of Petroleum Exporting Countries

Pac-Rim/ME Pacific-Rim/Middle East Pizza Program

PNTR Permanent Normal Trade Relations

rBST Recombinant Bovine Growth Hormone

R&D Research and Development

SCC Somatic Cell Count

SE ASIA Southeast Asia

SMP Skim Milk Powder

SPS Sanitary and Phytosanitary

TBT Technical Barriers to Trade

TPA Trade Promotion Authority

TPP Trans-Pacific Partnership

TRQ Tariff Rate Quota

TTIP Transatlantic Trade and Investment Partnership

USDA U.S. Department of Agriculture

USAID United States Agency for International  
Development

USDEC U.S. Dairy Export Council

USG United States Government

WASDE World Agriculture Supply and Demand Estimates

WFP World Food Programme

WHO World Health Organization

WMP Whole Milk Powder

WPC Whey Protein Concentrate

WPI Whey Protein Isolate

WTO World Trade Organization
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