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	Today
	Last Week
	Change
	4 Weeks Ago
	Same Week 2007
	12 month average

	Clean
	0.50ppl
	0.50ppl
	-
	0.85ppl
	2.20ppl
	1.88

	AMPE
	26.90ppl
	
	
	26.70ppl
	29.60ppl
	28.98

	MCVE
	28.50ppl
	
	
	29.15ppl
	27.79ppl
	29.80

	Producers in E & W
	12,176
	-
	-622 in 12 months
	12,252
	12,798
	12,481


Black Monday as Tesco’s slash 26% off milk price 

The industry was stunned on Monday when Tesco launched its exclusive deal to market Wisemans Fresh’n’ Lo in England and Wales with the Lo referring to the low price and not the low fat content.  Most retailers, including Tesco, have been selling liquid milk at £1.44 for 2 litres and working towards increasing ex-farm gate milk prices towards 30p litre in an attempt to encourage an upturn in UK milk production.  Then, in steps Tesco with a huge discount for Wisemans’ Fresh’ n’ Lo selling for £1.06 for 2 litres.  This has the potential to kiss goodbye to any significant autumn milk price increases and potentially wrecks all the good work achieved within the industry in the past 18 months. Congratulations to Tesco and all of you who love their contract so much.  To rub salt in the wound Tesco have declared the offer will run until 1st August 2009!  However, as furious as Ian is that this disease epidemic has suddenly broken out with no apparent antidote the root cause is not in fact Tesco but discounters like Iceland and Aldi who have been offering cheap milk and other groceries and quietly pinching Tesco’s customers.

Dairy Farmers of Scotland vent their fury at Tesco deal but NFU’s are deafening by their silence – Why?

Not a murmur from the NFU of England and Wales concerning the Tesco deal, however, Dairy Farmers of Scotland (DFOS) lambasted Tesco confirming that smaller dairies are unable to compete head to head with the Tesco deal unless they drop the price they pay to farmers for the milk.  DFOS comment that the impact will cause “not just a ripple throughout the industry but a potential tsunami with devastating effects”.  They go on to point out the obvious (to anyone with half a brain cell!) that “it is naïve to think that other retailers will not follow suit”.  They also question which bit of sustainable Tesco and Wiseman do not understand?  Not a word from Gwyn Jones and his milk team who trumpeted the Tesco contract when it was released.  Perhaps the reason for their apparent gagging is linked to numerous references to them in the Competition Commission report and the subsequent slapping of wrists!

Reaction to Tesco offer took less than 24 hours to prompt a response from Morrisons!

Morrisons lost no time in responding with a similar national press campaign offering 2 x four pint cartons for £2 down from £2.88.  Asda waited 48 hours before discounting Arla’s Cravendale brand to £1 for 2 litres, down from £1.56 (-36%) determined to maintain and highlight its badge as “Winner of Britain’s lowest priced supermarket award, 11 years running.”  Sainsburys have also cut the price of 2 litres to £1.  Promotions like this are designed to drive volume and we must hope that Wisemans cannot source the milk which Tesco’s require and consequently have to abandon the promotion. The first line losers in the promotion will be all those farmers currently contracted on Tesco core and balancing contracts. In particular the balancers who are likely to realise very quickly that shoppers are switching to buying the cheaper Fresh’n’Lo reducing Tesco’s demand for its own balancing milk. The Tesco balancers stand in the front line having jumped through all the hoops to find a quickly reducing litreage gaining a minimal if any premium. They may as well sell their milk elsewhere because any Tesco bonus will be small if it exists at all.   The alternative scenario does not bear contemplation. Namely that Iceland, Lidl, Aldi and other discounters follow Tesco and drop their prices to make their milk more attractive. If this happens everyone will jump in to the ring and slash prices further. Let’s hope it’s a huge success and all involved run out of milk.  The bottom line is Tesco don’t care what happens to ex-farm gate milk prices and don’t care what happens to the state of the UK dairy industry. 
Lowest retail milk prices since 2001
According to an article in The Times, Asda claims to have slashed the price of a 2pint bottle from 80p to 50p, which represents the lowest price since 2001 and in 1970 the price was 22p pint compared to 25p today.  The same article sees quotes from Gwyn Jones (NFU) who basically reiterates similar comments to those made by Ian principally that if farmers have to contribute to these promotions milk supplies will drop further as farmers quit.

Once again we ask where will Wiseman get the milk? 
Where will Wiseman source this milk knowing that it already requires at least an additional 73 million litres plus to fulfill the recently acquired co-op (CTRG) and Netto business?  All fingers point to First Milk who have already been asked to supply additional milk to Wisemans.  First Milk may be a 15% shareholder in Wisemans and a logical source for the extra milk but surely they will not undermine recent achievements in lifting milk prices the most notable of which related to the 3ppl equivalent increase on cheese with Asda.  From Ian’s investigations, First Milk are adamant they will not enter into any discounted deals. When Ian challenged them over the possibility they might be tempted or persuaded to do a deal to supply additional milk to Wisemans they said “whether its existing volume of new volume, doesn’t matter. We’re in business to deliver a sustainable return for our members. Any requests that don’t allow us to do this will be rejected. It’s all about creating confidence in our members and building long term relationships in the supply chain that work for everyone”.
Northern Ireland could be a short term option for some cheaper milk
Next Thursday’s milk auction in Northern Ireland could be a source of cheaper milk.  It is predicted that some purchasers have rejected their option milk following the recent drop in Fonterra’s internet sale of powder a week ago.  Here prices at its second internet sale fell by up to £300 tonne equivalent to almost 3ppl.  (Source: Richard Halloran, Farming Life)
Tesco’s drive to help the industry was short lived 
One thing that Sir Terry and his team have got right is their comment “Low prices will really make a difference”. These low prices will make a difference with Tesco squeezing dairy farmers just as they enter the costly winter period. Tesco also commented “As customers wrestle with increasing household bills it is important that we help combat inflation”.  No mention of helping dairy farmers wrestle with increasing output costs.

What are the potential consequences for dairy farmers?

As one leading industry figure commented “Whether the elephants make love or go to war everything underneath them gets trampled”. With Tesco the dairy industries elephant!  Who will pay for this Tesco promotion? Will Tesco and/or Wisemans accept a much lower margin or will dairy farmers be expected to contribute?

NFU in at Tesco HQ today
An NFU milk delegation met with Tesco today in London to discuss the promotion and the knock on effects it could have for producers and to receive assurances from Tesco as to who would foot the bill.

The UK dairy industries first Webinar Event is a huge success thanks to Tesco
A big thank you to Tesco for bringing Tuesday Webinar Event to life.  The event was always going to be exciting but Tesco trucked up at the last minute with their firework display to help us all.  Almost 500 people registered with around 325 having viewed the event.  Note, it is still possible to access the complete event on line.
Discounters recall maggot infested chickens
It may be cheap chicken in Netto but the free maggots are an unwelcome bonus.  According to Just-food the UK discounter has withdrawn a batch of its own brand fresh chicken fillets after fly larvae were found.
Dairy Crest (DC) wins Lidl UK business

DC now supplies 80% of Lidl’s milk requirements in England and Wales to around 400 of its 500 outlets.  When the announcement was made last Friday, Lidl retailed 2 litres for £1.40.

French invasion to snatch UK milk
It would appear that England is under invasion from French Camembert cheese producers who require a minimum of 2 tanker loads of our organic milk a day to fill a shortfall.  A combination of gold plated regulations and a lack of recognition as to the additional money French milk organic producers need in order to produce the milk has resulted in low prices and lower than required production.  But will the UK make the same mistake as the French?

Asda’s 10 green bottles sitting on the wall

Asda has launched the UK’s first green milk bottle, 91% made from recycled waste office paper and is 99% recyclable.







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


