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Issue No. 504
	
	Today
	Last Week
	Change
	4 Weeks Ago
	Same Week 2007
	12 month average

	Clean
	0.20ppl
	0.20ppl
	-0.05ppl
	0.20ppl
	1.90ppl
	0.93

	AMPE
	21.00ppl
	
	
	22.30ppl
	31.60ppl
	21.12

	MCVE
	27.04ppl
	
	
	27.00ppl
	30.96ppl
	28.30

	£ : $
	1.54
	1.50
	
	
	
	

	£ : €
	1.20
	1.19
	
	
	
	

	Crude Oil
	$53
	$51
	
	
	
	

	Wheat
	£96
	£96
	
	
	
	

	Soya meal
	£231
	£230
	
	
	
	

	Producers in E & W
	12,050
	-
	-645 in 12 months
	12,103
	12,695
	12,374


Black Friday as 2ppl drop makes DFB the first UK milk buyer to drop its milk price - DFB members will be mourning more bad news today as the co-op announced a back-dated price cut of a whopping 2ppl from 1st November.  This means DFB were the last major milk purchaser in the UK to raise its price to 25p and it is now the first to drop its price below 25ppl to 23.5ppl for a standard litre.  DFB suppliers were told in the first week of November 2007 they would receive a 1.5ppl price increase to take effect from 1st December 2007, which would take their standard litre price to 25p.  Now they have been told on the 28th November that they will have a back-dated 2ppl decrease covering the whole of November’s milk.  Last to the table and first to finish and their 25ppl milk price didn’t even last for 12 months.  It comes at a time when other cheese processors are battling to hold prices.  Let’s hope it’s not a case of if DFB sneezes everyone catches a cold?
DFB axes almost 33% of its workforce as almost 700 jobs go and 2 ex-ACC factories close – The co-op has also announced major surgery with the closure of both its Fole (246 jobs) and Portsmouth (186 jobs) dairies in February, both of which process liquid milk, plus other depots. This will be a huge disappointment to DFB members, whose 2ppl cut goes to pay for some of this, but an even bigger disappointment to almost 700 members of staff who went into work today to learn that they will lose their jobs and that the factories they have worked so hard for are to close.  It’s the worst Christmas message they could possibly receive.  A number of jobs will go from DFB’s Nantwich and Blaydon offices and will be at senior management level.  The Union for Shop Distributive and Allied Workers has today demanded urgent talks with the co-op.  The remaining farmer members, will be looking for some positive confidence boosting news soon because it is sure to be rock bottom now. 

Where has it all gone wrong for DFB?  Some members suggest the problems started when John Loftus came onto the scene with his plans and that he is getting away scot-free as one of the architects of the current position.  Others are pointing the finger at the effectiveness of John Loftus’ successor Stephen Yates, who has been in the position for more than two years. However, the purchase of ACC’s liquid milk business and factories in August 2004 for a mouth watering £75million and subsequent investment of £34million in the plants to meet the expectations of both management producers and Tesco is where things really started to go wrong.  It was common knowledge that ACC had a for sale board outside the business.  Robert Wiseman and Dairy Crest at the time commented they were not prepared to pay even a third of the £75millon DFB paid. Alan Hinton and ACC have laughed all the way to the bank. At the time Robert reportedly commented that if he did buy the factories he would close them all down and it is known that on a tour of the ACC factories he didn’t even get out of his car at one site.

Having paid the money over DFB almost instantly closed LLangadog, followed by Whitby, Cardiff and now Fole and Portsmouth.  

In August ‘08, when he spoke to Andrew Cooksey and Mark Strickland about DFB’s annual results. Ian specifically commented that the co-op had significant surplus liquid processing capacity compounded by the recent loss of 50million litres of the CTRG contract to Wisemans.  Ian stated “you will have to close at least one factory”. The response was “we will mothball before we shut capacity down”.  Three months later and two factories are to be closed.

Does anyone believe DFB’s “Gospel of Good News?”  Recent member communication smacks of insulting the intelligence of farmer members.  I quote David Johnson of Warrington: “Whilst there are always risks in a free market, they’re skilfully managed by professionals” and “With an excellent team in place I can see things getting even better” .He was in the know then!  Then we see the latest issue of Talking Points, DFB’s glossy monthly version of The Gospel of Good News, where Lancashire farmer John Alpes says “The decision to join DFB from the beginning didn’t tax him at all.”  Ian bets it is taxing him now. Talking Points also had a lead article which opened with the claim that “Green issues continue to top the agenda in the dairy industry”. They certainly do – but only on how green (as in sick) DFB members must be feeling now.
Is this the beginning of a new era for DFB or the beginning of the end?  One reader commented today “As a DFB member you feel heads we lose, tails we lose.”  However, Ian believes that today’s announcement that DFB will be split into separate liquid and cheese operations is directly linked to a confidence -boosting recovery plan. This could see the two divisions sold to larger operations, which if successful, should restore some member and employee value and confidence. However, with its liquid dairies reduced to Lincoln, Bridgend and Blaydon it must surely signal the end of DFB’s love affair with its flagship contract, Tesco’s Localchoice.  Ian sees that as a positive because other than DFB trumpeting the fact they have a liquid contract with Tesco the deal is haemorrhaging money at a ridiculous rate each month, as it has done since 2007.

And now some plaudits

Credit must be given to DFB’s caretaker chairman John Granchester who has wasted no time in taking decisive action in sharpening his surgical instruments and using them. He has not ignored the problems and correctly decided it’s best to take the pain and the medicine now. From Ian’s point of view he has also triggered a complete turnaround in DFB’s communications and his openness and honesty should be welcomed. He won’t be popular with DFB members for the price cut, and, yes, he has been on the Board for several years, so, like other Board members, shares in the responsibility of where DFB is now, but at least he is doing something radical to address the problems.  Let’s hope that now the Board is free of Rob Knight and has some new blood in it that it succeeds in cutting the DFB cancer out. 
David slays Goliath as Arla are thrashed in their court battle against David Barnes & Co  All too often grass roots dairy farmers are intimidated into submission by big powerful businesses and farmers have neither the time, enthusiasm, fire power or funds to defend themselves against the giants. Now we can report a real life David and Goliath story as Judge Evans - Lombe delivered his verdict following a High Court hearing two weeks ago which saw the mighty Arla take on David Barnes & Co. Whilst the Bearded Wonder fell victim to Arla’s lawyer’s fury a couple of years ago when he resisted threats of huge court fees, which all proved to be a lot of Browne Jacobson huffing and puffing, Barnes was taken all the way and must be given full credit for staying the course and winning.  Ian will be dissecting what the outcome means for dairy farmers and processors in his December Dairy Farmer article. In the mean time, three cheers to David and his team for standing up to Arla. Interestingly back in early November 2007 it was Arla who made the high court challenge very public by issuing a press release. Now the verdict has been given they are reluctant to say anything: their joint statement comments that “all parties regard the matter as closed and will not be making any further comment”. They might not, but Ian will for the greater good and benefit of all.

But how did Arla let an old man like Peter Walker go so far?  The question which Arla suppliers and all the industry should be asking is why Peter Walker, a retired Arla employee on a pension and bus pass, was allowed to take this case so far, racking up what must be at least a £500,000 bill for Arla when at the outset Arla advisors conceded their changes of success were around 25%. Perhaps with the High Court being so close to the Tower of London a visit to the Tower should have been made. 
Will Arla producers be expected to pay the £500,000 bill? Ian estimates that the costs will be around £500,000, based on a case that he was potentially involved with on milk quotas.  The worry for Arla Milk Partnership suppliers is that, with or without their knowledge and consent, they will foot the bill for the spectacular failure. If this happens it will be viewed as a final dose of medicine from the not remotely missed Mr Walker to his producers.
What are the consequences for the industry  This is the area Ian will be commenting on in his next Dairy Farmer article but the outcome of this case will have every milk purchaser in the country studying the detail knowing that any producer who is unhappy with their milk purchaser could attempt to follow in the footsteps of Barnes & Willes, which will have one or two of the currently less popular milk buyers bricking themselves.  The consequences are huge for those milk buyers who are unpopular, foolish, arrogant or fail to pay a fair market related milk price as the temptation for farmers will be to leave as soon as the milk cheque is been paid, regardless of notice.
Promar not tooled up to deal with Tesco costings  As predicted in this bulletin in September, Promar have insufficient staff to cope with the influx of farmers wanting to join the Tesco cost tracker and have written to dozens of farmers promising to be in touch “in the next few months”.  However, all farmers involved will receive the 0.5ppl bonus, which we hope is automatic.
Shock as NFU accuse Dairy Crest of mis-management  A press release from The English & Welsh NFU headed “Farmers left to pick up the cost of Dairy Crest mis-management” left readers in no doubt what it thought over DC’s 4ppl 1st December organic milk price reduction, which, incidentally, came out more than a week after the announcement. The release firmly kicked Mark Allen and Arthur Reeves in the goolies, using phrases like “an embarrassing lack of strategy” and “a huge lack of foresight”. One interpretation is that the NFU’s unnecessary intervention amounts to a personal attack on Arthur Reeves and Mark Allen (can’t be anything to do with Dairy UK, surely?) and all eyes are now focussed on the NFU press office to see if they issue similar critical press releases.  It isn’t as if Dairy Crest haven’t enough problems to deal with e.g. collapsing share price, general milk supply problems, plant closures, loss of prime cheese contracts, redundancies, etc, etc.
CUMBERLAND & DUMFRIESSHIRE, FARMERS’ MART PLC, Monday 1st December, Christmas Show & Sale of Dairy Cattle at 1pm To include: Dispersal of 10 Freshly Pedigree Calved Cows & Heifers, 20 Dry Cows Calving Jan/Feb to AA/Nor Red, 20 NRX Bulling Heifers (12mo) from BQ Farms, plus at least 50 other dairy cattle.  For a catalogue visit www.cdfarmersmart.co.uk
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


