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<§;>b IQUID MILK PRICES AND THE FUTURE OF MILK MARKETING
M um by the Minister of Agriculture, Fisheries and Food

i am in disggij;ment with some of my colleagues over the handling of milk
pPrices. .

sovernments have controlled the price of milk to
bilise prices so as to encourage consumption of
doorstep délivery system and reduce the amount of
yder going into intervention. Now that we are
hppat treated milk, the need for price control

to protect consumers wil yme less. I would like to get away from this
Plece of Government inter@edign, as has already happened in Scotland.

But such a decision needs c];fﬁ. preparation and staging if we are not to
destabilise the whole market ertheless, I am prepared to enter now
lnto consultation with the inb&Te concerned with a view to bringing milk
nable period of time.

Price control to an end within 64‘

3.  However, such a move is bound
marketing arrangements. In spite oY
tbe Milk Marketing Board (MMB) has néwé
milk regime. Its activities are now c
Pressure from the Commission, egged on r member states who are

greedy for a larger share of the historic open United Kingdom market.
Changes in the Board's pricing arrangementd\will have to be made. This is

in hand. These will be controversial enough but anything which appears

to undermine the existence of the Board is bound to arouse immense opposition

Protect consumers,
liquid milk, protec
butter and skimmed mi

ise wider questions about our milk
ations negotiated some years ago,

tted easily into the Community

nder intense legal and other

in the agricultural industry and Parliament. The have long been
13 regarded as the jewel in the crown of agricultur keting. At risk is
3 | milk production in remote and hill areas; the avad y of cheap fresh
B Milk in the inner cities; and the whole regional ba f agriculture.
| am willing to look at the issues involved but I am at we must
’ ErOCEEd with the utmost circumspection if we are to avoj ajor political
. ow,

4.  In the meantime, we must be ready to operate the pres

e retail price of milk last went up in November 1982. We
. Cregse last autumn, The latest review of the situation show
all in producers' net margins to about half the level in the 1

in
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%Y proposal is to raise the retail price by a further 1p and then to hold
1t at that level until at least March 1985.

<:;%%Z;> of the Labour Government and an even more gloomy outlook for 1984-85.

/@ Against this proposal, colleagues have argued that:

a. A retail price increase is not yet justified, particularly
the distributors have been overpaid to date and will only move
o deficit in the summer. I believe that the results of the
%St review fully justify an early increase in the retail price and
°

t hat I have proposed is modest especially given the fall in

p rs' incomes. However, in order to meet my colleagues I am
pr to put it off until 3 June: though the cost of this delay
wil ntirely on milk producers. My revised proposals are
annex

b. The proposed milk price increases would weaken our Common
Agricultural Policy (CAP) negotiating position. I do not accept
this. Liquid prices have been going up faster in most other
member state in the United Kingdom and the average returns to
our producers 11k sales are already lower than in most other
member states, ing our low butter and cheese prices. Although
we must continue t hard in Brussels to get the CAP milk
surplus down, I see nystification for unilateral action against
our producers,

6: Our agriculture indust '/@ some tough prospects, especially on
milk with the likelihood of a\suppefNevy, as we wrestle with the problems
of the CAP. They are sufficie alistic to accept this. But there

is no point in alienating them un arily. Nor do we want to bring the
whole pack of cards down on our h §I therefore invite colleagues

to agree: -
a. with my revised proposals fo{ﬁgﬁz ting prices as set out in
the Annex with the retail price in e .effective from 3 June;
bis that I should indicate, in annoukging the changes, that the

Government now intends to consult inte¥ested parties with a view to
decontrol of milk prices by the end of 1985 at the latest;

e that I should examine the future markef{nglarrangements for
milk in consultation with other Departments ing forward my

recommendations for discussion with colleagues E summer.

MJ

Ministry of Agriculture, Fisheries and Food
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éé: getai led proposals

(1) a liquid milk retail price increase of 1p per
@ pint from 3 June 1984. 'Ihis would represent
Cﬁé;p an annualised increase of only 3.1% compared
Cfiiéyith the Ireasury estimate of a year-on-year
cgéatlation rate of around 5.5% in the first half

984: and I would not plan any further
crease until March 1985;

(11) a maximum wholesale price increase of 0.58p per litre
(0.33-(E?§ pint) from 1 March -~ this would give

produce Jittle over half of the proceeds of
the reta ce increase and should leave the
distributo er overpaid nor underpaid at

;iaii amount owing to or owed by

the distributors\tf/fhould be written off);

(111) an increase in the trade's target rate of
profit, as establishe r the arrangements
agreed with the ‘Yreasu 65ﬁ>1982' from 0,9048 ppl

to 0.9860 pp1; %

Financial Implications

the effects on production and consumpt 1 be very small,
I expect them to add about £13m to the estima st of inter-
vention in 1984/85 of £479m. This cost will of € be recouped

when the produce is eventually sold.

W
26I January 1984 @@%
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