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IQUID MILK PRICES AND THE FUTURE OF M I L K MARKETING 

M ^ a ^ a f i u m by t h e M i n i s t e r o f A g r i c u l t u r e , F i s h e r i e s and Food 

I am i  n d i s a g r e e m e n t w i t h some o f my c o l l e a g u e s o v e r t h e h a n d l i n g o f m i l k 
p r i c e s . 

2 . F o r a l o n g t o v e r n m e n t s have c o n t r o l l e  d t h e p r i c e o f m i l k t o 
p r o t e c t consumers , ' b i l i s  e p r i c e s so as t o e n c o u r a g e c o n s u m p t i o n o f 
l i q u i  d m i l k  , p r o t e o o r s t e p d e l i v e r y s y s t e m and r e d u c e t h e amount o f 
b u t t e r and skimmed m d e r g o i n g i n t o i n t e r v e n t i o n  . Now t h a t we a r e 
a d m i t t i n g i m p o r t s o f u a t t r e a t e d m i l k  , t h e need f o r p r i c e c o n t r o l 
t o p r o t e c t consumers w i  l e l e s s . I w o u l d l i k  e t o g e t away f r o m t h i  s 
p i e c e o f Government i n t e  r as has a l r e a d y happened i  n S c o t l a n d , 
B u t such a d e c i s i o n needs p r e p a r a t i o n and s t a g i n g i  f we a r e n o t t o 
d e s t a b i l i s e t h e w h o l e m a r k e t e r t h e l e s s , I am p r e p a r e d t o e n t e r now 
i n t o c o n s u l t a t i o n w i t  h t h e i  n c o n c e r n e d w i t  h a v i e w t o b r i n g i n g m i l k 
p r i c e c o n t r o l t o an end w i t h i  n n a b l e p e r i o d o f t i m e . 

3 . H o w e v e r , such a move i s boun j.se w i d e r q u e s t i o n s a b o u t o u r m i l  k 
m a r k e t i n g a r r a n g e m e n t s . I  n s p i t e o a t i o n s n e g o t i a t e d some y e a r s a g o , 
t h e M i l k M a r k e t i n g B o a r d (MMB) has ne t t e d e a s i l y i n t o t h e Communi ty 
m i l  k r e g i m e . I t  s a c t i v i t i e  s a r e now c( n d e r i n t e n s e l e g a l and o t h e r 
p r e s s u r e f r o m t h e C o m m i s s i o n , egged on ,r member s t a t e s who a r e 
g r e e d y f o r a l a r g e r s h a r e o f t h e h i s t o r i c ? open U n i t e d K i n g d o m m a r k e t . 
Changes i  n t h e B o a r d ' s p r i c i n  g a r r angemen t 11 have t o be made. T h i s i s 
i  n h a n d . These w i l  l be c o n t r o v e r s i a l enough b u t a n y t h i n g w h i c h a p p e a r s 
t o u n d e r m i n e t h e e x i s t e n c e o f t h e B o a r d i s bound t o a r o u s e immense o p p o s i t i o n 
i n t h e a g r i c u l t u r a  l i n d u s t r y and P a r l i a m e n t . T h e / J $ 8 ^ have l o n g b e e n _ 
r e g a r d e d as t h e j e w e l i  n t h e c r o w n o f a g r i c u l t u r a  l m a r k e t i n g . A t r i s  k i s 
m i l k p r o d u c t i o n i  n r e m o t e and h i l  l a r e a s ; t h e a v a l jty o f cheap f r e s h 
m i l k i  n t h e i n n e r c i t i e s  ; and t h e w h o l e r e g i o n a l be f a g r i c u l t u r e  , 
I am w i l l i n  g t o l o o k a t t h e i s s u e s i n v o l v e d b u t I am a t we mus t 
p r o c e e d w i t  h t h e u t m o s t c i r c u m s p e c t i o n i  f we a r e t o avo ; a j o r p o l i t i c a  l 
r o w . 

4 . I n t h e m e a n t i m e , we must be r e a d y t o o p e r a t e t h e p r e s 
The r e t a i  l p r i c e o f m i l k l a s t wen t up i  n November 1982 . We 
i n c r e a s e l a s t a u t u m n . The l a t e s t r e v i e w o f t h e s i t u a t i o  n show< 
f a l  l i  n p r o d u c e r s ' n e t m a r g i n s t o a b o u t h a l f t h e l e v e l i  n t h e I 
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o f t h e L a b o u r Government and an even more g loomy o u t l o o k f o r 1 9 8 4 - 8 5 . 
My p r o p o s a l i s t o r a i s e t h e r e t a i  l p r i c e by a f u r t h e r 1p and t h e n t o h o l d 
i  t a t t h a t l e v e l u n t i  l a t l e a s t March 1985. 

A g a i n s t t h i s p r o p o s a l , c o l l e a g u e s have a r g u e d t h a t : 

A r e t a i  l p r i c e i n c r e a s e i s n o t y e t j u s t i f i e d  , p a r t i c u l a r l  y 
t h e d i s t r i b u t o r  s have been o v e r p a i d t o d a t e and w i l  l o n l y move 
o d e f i c i  t i  n t h e summer. I b e l i e v e t h a t t h e r e s u l t s o f t h e 

^Z&st r e v i e w f u l l  y j u s t i f  y an e a r l y i n c r e a s e i  n t h e r e t a i  l p r i c e and 
t h X & ^ h a t I have p r o p o s e d i s modes t e s p e c i a l l y g i v e n t h e f a l  l i  n 
p r o d ^ e r s  ' i n c o m e s . H o w e v e r , i n o r d e r t o meet my c o l l e a g u e s I am 
pr<£gHrg2) t o p u t i  t o f  f u n t i  l 3 J u n e : t h o u g h t h e c o s t o f t h i s d e l a y 
w i l r ^ f ^ l L j ^ n t i r e l  y on m i l k p r o d u c e r s . My r e v i s e d p r o p o s a l s a r e 
annexe 

b . T h e p r o p o s e d m i l k p r i c e i n c r e a s e s w o u l d weaken o u r Common 
A g r i c u l t u r a  l P o l i c y (CAP) n e g o t i a t i n g p o s i t i o n  . I do n o t a c c e p t 
t h i s  . L i q u i d / ^ S t ^ k p r i c e s have been g o i n g up f a s t e r i  n mos t o t h e r 
member s t a t e in t h e U n i t e d K ingdom and t h e a v e r a g e r e t u r n s t o 
o u r p r o d u c e r s . l k s a l e s a r e a l r e a d y l o w e r t h a n i  n mos t o t h e r 
member s t a t e s , ; i n g o u r l o w b u t t e r and cheese p r i c e s . A l t h o u g h 
we m u s t c o n t i n u e i t h a r d i  n B r u s s e l s t o g e t t h e CAP m i l k 
s u r p l u s down, I i s t i f i c a t i o  n f o r u n i l a t e r a  l a c t i o n a g a i n s t 
o u r p r o d u c e r s . 

6 . Our a g r i c u l t u r  e i n d u s t s some t o u g h p r o s p e c t s , e s p e c i a l l y on 
m i l k w i t  h t h e l i k e l i h o o  d o f e v y , as we w r e s t l e w i t h t h e p r o b l e m s 
o f t h e CAP. They a r e s u f f i c i e a l i s t i  c t o a c c e p t t h i s  . B u t t h e r e 
i s no p o i n t i  n a l i e n a t i n g them u h \ a r i l y  . Nor do we w a n t t o b r i n g t h e 
w h o l e p a c k o f c a r d s down on o u r h I t h e r e f o r e i n v i t  e c o l l e a g u e s 
t o a g r e e : 

f o r^ iy ; t i n g p r i c e s as s e t o u t i  n 
t h e Annex w i t  h t h e r e t a i  l p r i c e i r  i f e . e f f e c t i v e f r o m 3 J u n e ; 

b . t h a t I s h o u l d i n d i c a t e , i  n annoufcfcing t h e c h a n g e s , t h a t t h e 
Government now i n t e n d s t o c o n s u l t i n t e r e s t e d p a r t i e s w i t  h a v i e w t o 
d e c o n t r o l o f m i l k p r i c e s by t h e end o f 1985 a t t h e l a t e s t  ; 

c . t h a t I s h o u l d examine t h e f u t u r e m a r k e t i n g A r r a n g e m e n t s f o r 
m i l  k i  n c o n s u l t a t i o n w i t h o t h e r D e p a r t m e n t s SafflL^SSjig f o r w a r d my 
r e c o m m e n d a t i o n s f o r d i s c u s s i o n w i t h c o l l e a g u e s ( t > v >the summer. 

M J 

M i n i s t r y o f A g r i c u l t u r e  , F i s h e r i e s and Food 

26 J a n u a r y 1984 
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ANNEX 

etalled proposals 


^(i) a l i q u i  d milk r e t a i  l price increase of 1p per 
pint from 3 June 1984. This would represent 

^ ^ a  n annualised increase of only 3.1% compared 
i t  h the Treasury estimate of a year-on-year 

< ^ 4 t t f l a t i o  n rate of around 5.5% i  n the f i r s  t half 
£0x^984: and I would not plan any further 
increase u n t i  l March 1985? 

( i i  )	 a maximum wholesale price increase of 0.58p per l i t r  e 
(°«33P((£^) pint) from 1 March - this would give 
produceY^irslittle over half of the proceeds of 
the retaJst^K^ce increase and should leave the 
distributof^iwather overpaid nor underpaid at 
the end of \A&GbypB>5 (but with an agreement that 
i  f there i  s theCo^nXamount owing to or owed by 
the distributorsxi^^hould be written o f f )  ; 

( i i i  )	 an increase i  n the q^WjKtrade's target rate of 

p r o f i t  , as establisheti<u»^r the arrangements 

agreed with the Treasur^^r 1982, from 0.9048 ppl 

to 0.9860 ppl; 


Financial Implications 


The effects on production and consumptju^ 
 J.1 be very small. I expect them to add about £13m to the estirna-*. 
>st of	 in t e r  vention i  n 1984/85 of £479m. This cost w i l  l of 
 be recouped 
when the produce i  s eventually sold. 


26 January 1981* 

CONFIDENTIAL 



