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Issue No. 546
	
	Today
	Last Week
	Change
	4 Weeks Ago
	1 Year ago
	12 month average

	Clean
	0.40ppl
	0.40ppl
	-
	0.45ppl
	0.25ppl
	0.25

	AMPE
	23.00
	
	+3.80ppl
	19.20ppl
	24.90ppl
	

	MCVE
	26.20
	
	+1.02ppl
	25.18ppl
	27.30ppl
	

	Producers in E & W
	11,632
	
	-418 (3.5%) in 12 months
	11,685
	12,050
	11,818

	£ : $
	1.61
	1.60
	+0.01
	1.63
	
	

	£ : €
	1.08
	1.09
	-0.01
	1.11
	
	

	Crude Oil
	$75
	$68
	+$7
	$72
	
	(Raw material sources – BOCM PAULS)

	Wheat
	£106
	£101
	+£5
	£99
	
	Delivery next 3 months

	Soya meal
	£295
	£284
	+£11
	£290
	
	Delivery Nov-April


New external chairman signals new chapter in co-op’s future
First Milk’s new chairman will be Bill Mustoe who will take over from Richard Greenhalgh at the co-op’s AGM later this month. Mustoe clearly ticked a number of boxes with his extensive experience at directorship level, especially in the frozen, chilled and fresh food business.

He has held senior positions with Whitworth, Cott Beverages and an own label cola business as well as being the chairman of Scarborough Cricket Club.
This appointment should mark the end of a short chapter in First Milk’s history where internal wrangling has hampered progress and with Mustoe’s appointment a new chapter of taking the business forward must be the order of the day.

Rob Roy – Outlaw or Hero?

The bid by Robert Shearlaw to become farmer chairman of First Milk appears to be all over.
It is common knowledge that Richard Greenhalgh was effectively ousted because Shearlaw wanted things to happen quicker than they were.  It ended up in a stand off and Greenhalgh decided not to have a shoot out with a potential vote of no confidence in him as chairman, so opted to retire.

That left the position of chairman up for grabs and Shearlaw went for it with an all or nothing gamble, deciding not to have a safety net in the form of a position on First Milk’s board.  Many in the industry and some within First Milk believed Shearlaw’s timing left no time for the board to find a replacement chairman ahead of its AGM later this month and that Shearlaw was the only real name in the hat. However, there were several quality candidates for the position with CV’s “which glowed with commercial experience” according to First Milk.
Now there is speculation as to whether the rejected Shearlaw will simply go into hibernation or whether his enthusiasm and passion will be harnessed by First Milk in some form. Or will he emigrate to another milk buyer?
Average milk price for August 23.27ppl
The DEFRA average ex-farm gate milk price paid in August was 23.27ppl, which compared to August 2008 (26.31ppl) was drawn 3.04ppl or 11.5%.

EFRA enquiry into Dairy Farmers of Britain
This week saw oral evidence given to the EFRA committee as part of their investigation into the collapse of DFB with particular focus on DFB’s accountability and governance and the causes of the collapse. The aim is to publish some lessons learnt.

To view the evidence given by the NFU and by two of DFB’s council members click on the following link: 
http://www.parliamentlive.tv/Main/MeetingDetails.aspx?meetingId=4740
NFU stand accused sitting on the fence 
Wednesday’s appearance by Gwyn Jones in front of the EFRA committee did not go well for him or the NFU, although it has to be commented that on more than one occasion the NFU’s Hayley Campbell-Gibbons came to the rescue.

EFRA chairman, Michael Jack, got straight to the point stating the NFU’s written evidence was reluctant to put on record why the NFU thought DFB had collapsed.

Gwyn replied stating he was surprised at this comment, to which Mr Jack quickly fired back stating that the NFU had “both private and public knowledge” yet no explanation as to why the NFU felt DFB had gone wrong was detailed.

When asked directly “Why did it go wrong?” Gwyn’s answer was that he agreed with the receiver as to what went wrong, to which Mr Jack responded by stating “I can read the receiver’s report myself”.

Again Mr Jack probed, stating he was seeking bits of intelligence which the NFU heard but despite his efforts to tease out an answer from Mr Jones as to his view the answer was the NFU had no independent views different to those in the receiver’s report.

It was an easy route for the EFRA chairman to pursue given the fact DFB had numerous private meetings with President Peter Kendall, Richard MacDonald and Gwyn Jones.  Perhaps Kendall and MacDonald should have given evidence and put cards on the table as to what role the NFU performs as a trade association, which would have cut this line of questioning.
There was little doubt that the EFRA committee believe the NFU had a key role to play prior to the demise of DFB and the committee’s view on this could feature in the final report, much to the embarrassment of the NFU.

Fortunately, the farmer evidence was given by two of DFB’s council members who were more business like and articulate than some of the others who might have stepped forward. They certainly spoke with feeling as did John Gregory from Rock Farm Dairy – a former customer of DFB.
The bottom line is that DFB’s farmer council were kept in the dark receiving a rosy picture from directors, executives and senior council members they “trusted.”  When it came to the purchase of the ACC business DFB council simply went on the board’s recommendation.

In summary the hearing spent most of its time listening to what was wrong with the UK dairy industry, particularly contracts, rather than what went wrong at DFB.  All eyes will be on the next hearing.

“How did DFB get it so wrong?”
That’s the question Michael Jack, chairman of the EFRA Committee, asks the witnesses he cross-examined this week.

With respect the EFRA Committee will not get the answers to this question unless they call the most important witnesses involved in the collapse of DFB, namely those who were around the DFB table when key decisions were taken.
The only director to be called and indeed contacted to give evidence is John Granchester but surely other directors who were in office on the 3rd June have to be called as well as former directors who were in place when DFB acquired the ACC business and those who were directors post the acquisition.

No meaningful enquiry into what went wrong at DFB can be concluded without the oral evidence and cross-examination of Rob Knight, Philip Moody, Mark Strickland, Andrew Cooksey, Malcolm Smith and HSBC.
In addition EFRA should be calling Michael Oakes, David Wilkinson and Robert Clarke all of whom were farmer directors and, given the fact, any plans they had to progress a career within the UK dairy industry, other than at on farm level, is now shot to pieces they may be more open than if DFB’s non-executive directors were called before the committee. Let’s be up front, ex DFB non Exec Directors will be keen to avoid giving evidence knowing it would not assist their career moves within the UK food industry. Surely the farmer directors have some open comments to make, for example on the advice and charges DFB incurred from the likes of HSBC, PWC and Smith & Williamson.

Given the comments made to the committee at this week’s hearing there must also be a strong case for John Loftus and Stephen Yates to be questioned as to how the DFB council functioned and their roles as chairman of council.

In Summary – It was a poor hearing, with a lot of time wasted with irrelevant questions to people who were exposed as having no idea what went wrong. It’s time for EFRA to sharpen their teeth and get stuck in to the key decision makers who were at the heart of the collapse of DFB.
Fayrefield Foods increase prices
Fayrefield point to the increasing milk and cream price as the reason for increasing prices for the second consecutive  month.  The latest price increases for butter cream and other products starts from 2nd November and follows hot on the heels of an 1st October increase.

Their letter to customers also mentions the continual fall in UK milk production “as farmers struggle to make a living” as well as the dumping of milk by farmers in mainland Europe.  Farmer suppliers to Fayrefield should now expect a rise in the price they receive on the back of this upward movement.

European Court of Auditors appears to favour quotas
Thursday saw the release of the European Court of Auditors recommendations following their analysis of the EU dairy industry which clearly sings from the same hymn sheet that the European Milk Board are singing from.

The following are extracts from the report, which require little if any commentary on:

 "With regard to market equilibrium, the Court concludes that milk quotas have effectively limited production, but that their level has proved to be too high for a long period of time, compared to the market’s capacity to absorb the surpluses."

"The Court recommends that monitoring the development of the milk and milk product market should continue, so that liberalisation of the sector does not lead once again to over-production. Failing this, the Commission’s objective of keeping to a minimum level of regulation, of the safety net type, might rapidly prove impossible to fulfil."

"As for the objective of stabilising prices, the Court finds that the nominal milk producer price varied little during the 1984-2006 period compared with the period before the introduction of quotas. However, in real terms, the milk producer price has fallen continuously since 1984."

 "The concentration of processing and retailing companies must not reduce milk producers to “price takers”, and must not restrict opportunities for final consumers to benefit fairly from decreases in prices."

 "The Commission and the Member States should therefore focus primarily on satisfying the needs of the European domestic market, and also on the production of cheeses and other products of high added value which can be exported without budgetary assistance." 

Fresh’n’Lo confined to the history books

According to milkprices.com Tesco is set to axe its Fresh’n’Lo brand in favour of a new 0.75% Creamfields label to be packaged by Wisemans and interestingly supports the same purple colour seen on Wisemans 1% milk.

All views expressed in this bulletin are those of Ian Potter Associates and a shed load of dairy farmers. It is necessarily short and cannot deal with the various issues that arise in any detail. As a result it must not be relied on as giving sufficient advice in any specific case. Every effort has been made to ensure the accuracy of the content but neither Ian Potter Associates nor Ian Potter personally can accept liability for any errors or omissions. Professional advice must always be taken before any decision is reached


