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21. Is it possible for the IOM to support the local farming industry 
financially to put it on an equal footing with the financial support 
received from the EU by the EU Members whom local farmers are 
competing with? 

 

The Department believes that the CCS already provides higher levels of 
support than the average Single Farm Payment in the EU. 
 
EU Agricultural support is set to be further reduced by 13% during 2014-20, 
whilst the CCS is currently being modulated just 8% during 2013-16. 

 
22. Why is more financial support not given to capital intensive farm 

enterprises (such as dairy farmers and those finishing beef more 
intensively) rather than being based on the amount of land held? 

 

The Department does not believe there should be a policy of intentionally 
incentivising or dis-incentivising the intensity of farm businesses through 
altering financial support. 
 
The process of decoupling from production based payments is intended to 
allow farmers to make their profits by focusing on efficiently producing for 
their target market, irrespective of intensity. The current de-coupled support 
is expressly intended to avoid confusing that focus which could otherwise risk 
distracting farmers to farm simply to maximise government support.  
 
It is important for the long term survival of the Manx agricultural industry that 
farmers produce a cost effective product that the end consumer is prepared 
to buy. Farmers who produce livestock and milk to meet the specification of 
our local processors receive a very fair price for their products. 
 
It is important to recognise that efficient, intensive farmers are probably 
making the most out of their limited resources to maximise their returns. If 
this approach does not provide them the best profits, there may be scope in 
some situations to adjust their production systems. There has been a five 
year period of historic payments, to ensure all producers had time to adjust to 
efficiently supplying profitable markets and there remains another 5 years of 
transition to further help with this adjustment. 
 



23. If DEFA does not feel it appropriate to return to the former system 
of supporting production, would it be possible to provide more loans 
to support areas of the industry which need to be encouraged? 

 

The Farm and Horticultural Improvement Scheme (FHIS) is a grant scheme 
which was re-introduced by the Department in 2012 with a limited pot of 
money to support farm capital investment. Grants are prioritised to ensure 
the grant aided investments will improve profitability and achieve maximum 
value for money for the industry. 
 
The department has previously had a loan scheme which was specifically for 
the purchase of land.  
 
A facet of the severe weather assistance scheme was a loan facility. 

 
24. The Department of Economic Development introduced a green 

business loan scheme in 2013. Why do you think no dairy farmers 
applied? 

 

The FHIS scheme was re-introduced in late 2012 and this is the traditional 
route from which agriculture gains support for capital projects as the cost of 
the actual items are grant aided.  
 
The capital cost of items covered under energy saving schemes is relatively 
low and it may be that dairy farms would be able to finance such items out of 
current revenue. 
 
There may be scope to improve farmer awareness of the green business loan 
scheme. 
 

25. Could a more relevant loan or support scheme be devised for the 
smaller intensive farmers? 

 

The FHIS scheme is a relevant grant support scheme for all farmers who are 
large enough to have a realistic prospect of making a living from their 
business or who are seeking to expand to reach that scale. 
 

26. The meat industry and the dairy industry support each other. 
Without male calves being born the meat plant throughput will 
reduce. Without a meatplant the dairy industry would struggle – as 
would the Isle of Man without either industry. There seems to be 
very little support in place at the moment for the dairy industry. It 
has been reasoned that the impact of the Countryside Care Scheme 
has been significantly negative on the dairy industry in terms of 
volume. What issues do DEFA have in accessing the Agricultural 
Development Fund on behalf of the IOM Creamery? 

 

We believe that the Milk Price Order provides substantial support for the dairy 
sector, through a significant increase in their sales revenue; this facility is no 



longer present in other sectors and any comparison of the Department’s 
differing approach to the sectors should acknowledge that unique aspect. 
 
The ADF is available to the Creamery. 
 
DEFA have approved ADF assistance to the Creamery this year, however, we 
now understand the loan offered is no longer required. 
 
The provision of future grant support would be considered. However, in 
keeping with the approach adopted with the Meatplant, the Department 
would first expect reassurance that all areas of potential efficiency have been 
robustly explored. 
 
DED provide grants on projects with good commercial prospects and the 
Creamery is a regular recipient of those grants. 

 
27. Jersey appears to permit only licence holders to import liquid milk. 

Would it be possible for the Isle of Man to follow suit and even 
apply the same principle to other products? 

 

We are not aware of a basis within EU rules, as applied to the Isle of Man 
through Protocol 3, which would allow us to adopt an approach of this nature. 
 

28. The Countryside Care Scheme in its current form is not apparently 
encouraging farmers to stay in dairy production. What proposals 
could you make to halt this reduction? 

 

Farmers are encouraged to continue farming by a wide range of factors, 
including their returns from the market place and having a line of succession 
(sons/daughters prepared to take over the business). We believe it is the 
Creamery’s role to maximise the price paid to farmers for their milk by 
efficiently processing and marketing their products in the most profitable 
manner possible.  
 
Dairy farming has always provided an opportunity for someone who is 
prepared to work hard to make a start into agriculture. The CCS provides 
young farmers with the opportunity to take over the running of existing 
businesses with the ‘retiring’ dairy farmer claiming the CCS payment whilst 
the young farmer gets on with the job of milking the cows. 
 
The Department is committed to exploring opportunities to improve the 
support to ‘Young farmers’ entering dairy or any other sector. We are 
reviewing current EU initiatives and would expect to adopt any helpful 
measures which can be identified or established through reconvening the 
Industry Advisory Committee. 
 
It is generally accepted that moving away from the historic payment approach 
will provide improved prospects for new young entrants who could access the 
flat rate payments in the future. This is reinforced by the EU review which 



suggests there is more evidence of farms moving to the next generation 
where the flat rate basis has been adopted. 
 

29. The milk quota system will be abolished in 2015. Does the 
Department feel CCS payment should reflect the economic 
contribution made by each farming enterprise? 

 

Manx dairy farmers have never been directly governed by the EU milk quota 
system, though their milk price for exported milk could be affected. 
 
We have not yet identified a method of varying CCS support according to 
enterprise, which does not involve effectively re-coupling. 
 
It was pleasing to see the high prices paid for new calved heifers at the 
recent Knockaloe Auction Mart, which is widely being seen to reflect renewed 
confidence within the dairy industry. This is likely to reflect the significantly 
increased milk price and is therefore linked to profits which can be achieved 
from the market place. 
 
The Department believes that the EU’s decision to substantially de-couple and 
to now fully move away from any historically based support will continue to 
contribute to increased market prices, which are the best incentive to future 
production levels. 
 
The Department is of the view that the milk price received by Dairy farmers 
has a far greater impact on farmer income than direct Government subsidy. 
In the period September 2011 to September 2012 the average milk price 
received by Dairy farmers was 27.5 pence per litre, the current milk price 
received by Dairy Farmers of 31.5pence per litre for a herd averaging 6000l at 
an average stocking rate of 1 cow per acre this would be equivalent to an 
increase in income per acre of £240. A milk price of 31.5 pence per litre for a 
herd averaging 6000l at an average stocking rate of 1 cow per acre equates 
to an acreage payment of £1,890 per acre.  
 
 

30. The Vision Statement in April 2008 was “To find an EU compatible 
way of providing the support needed to ensure that all the plants 
operate in a competitive manner providing both UK equivalent 
charges and returns to farmers.” How far off that vision is the 
current situation? (ref: 285 of 5th Dec evidence). 

 

The Department has worked closely with EU advocates White and Case to 
consider and identify the EU recognised Services of General Economic Interest 
that are provided by the IOM meats. This has allowed an appropriate level of 
support to reflect those services.  
 
The IOM Meats are now providing fair prices to their livestock suppliers, which 
are transparently linked to the UK levels which are widely published and so 
can be easily compared. It is interesting to note that the Manx price is on 



occasion above the Irish price levels and it has been argued that Ireland’s 
significant reliance on exports might make them a more comparable 
jurisdiction, however, at this stage the IOM Meats continue to benchmark 
against the UK. 
 
The Department accepts that industry stakeholders are unlikely to publicly 
state that a fair price is being paid, indeed it has often been suggested that 
even if paid significantly above UK price levels, the response from some 
would be that it was ‘not enough’. 
 
The recent reduction in live export volumes, which are now down 21% from 
their peak in 2011 provides some indication that our local prices are fairly 
competitive (see red columns in graph below). However, the impact of the 
2013 snow losses and the variation between UK store prices versus finished 
livestock prices means that export volumes are not a particularly good 
indicator of a competitive local price. 
 
 

 
 
 
The graph above emphasises that there currently continues to be more 
overall combined animals and potential meat produced on the Island than 
was the case 10 years ago (the red and blue columns together). It also 
demonstrates that the IOM Meats’ share of that production has reduced (the 
blue columns), especially from the peak during 2007-10. This provides the 
IOM Meats scope to further improve their business performance through 
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continuing to pay competitive prices to retain the extra livestock on Island 
and hence gain efficiencies from further throughput, provided they can then 
find profitable markets for the extra meat sales. 

It is important to acknowledge that UK Meatplants are also operating under 
significant financial pressure, as was predicted in the 2008 Vision Statement. 
The second graph below demonstrates that over the last three years, the 
increasing UK retail meat price, in this case for beef, has been almost entirely 
passed onto the farmers in the UK. The lower part of the graph (green bars) 
shows the margin spread between the processors, wholesalers and retailers, 
which has remained relatively stable, despite the increased retail prices. 

 

 

 

 

Acknowledging that large retailers aim to main a steady margin as a 
proportion of sales price, it is highly likely that supermarket margins have 
increased, at the expense of processors, Meatplants and Wholesalers. This is 
backed up by the significant number of UK Meatplants which have closed over 
the last few years and provides important context that the current situation 
with our Meatplant is not simply due to our Island location. 

31. Was there any financial help available to those farmers who lost 
animals in the snow but who are not in receipt of the Countryside 
Care Scheme payments? 
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Support under the snow compensation scheme was dependant on claimants 
being eligible applicants to the CCS, acknowledging that livestock production 
below the minimum size threshold of the scheme was unlikely to be for 
commercial purposes. 

 
32. Should the CCS be the subject of an extensive review? 

 

Within the CCS there was a specific requirement for a review of the scheme 
to be carried out by 2012. 
 
A review of Agricultural Strategy was undertaken in the summer of 2011, 
during which stakeholders were invited to comment (19 written responses)  
 
Based on comments made by stakeholders during the strategy review the 
Department produced amendments to the scheme which were consulted on 
in November 2011 (26 written responses) before being laid before Tynwald in 
the spring of 2012. 


