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PREFACE

1, Objectives of the study.

The terms of reference of the present project were to provide
the Commission with a series of short reports describing the major
current features and the development of the marketing and price
support arrangements operated in the United Kingdom since the war
for milk, fatstock (fat cattle, sheep and pigs), eggs, potatoes,
tomatoes, apples and pears. It was hoped that this. material when
collected together would provide the Commission with general
background information and specific recent quantitative data which
would be of assistance in the solution of some of the many problems
raised by Britain's joining the European Economic Community and
adopting theE,E.C's common agricultural policy.,

" The time available for the study was too limited to permit
much original work either on data collection or analysis, On the
other hand, these reports represent the first occasion on which an
attempt has been made to draw together most of the major statistical
material pertaining to the commodities concerned and to link this
material with a detailed description and appraisal of the marketing
and price support arrangements and agricultural trade policies of
the United Kingdom.,

By and large little space has been devoted to historical
developments except insofar as an understanding of their antecedents
'is vrucial to an interpretation of the form of current price support
mechanisms and the organisation of the markets for the commodities
included in the study.

The study has been conducted on a commodity basis; it was not
part of its purpose to deal with post-war agricultural policy in
Britain as a whole, Indeed, a knowledge of the provisions of the
Agriculture 'Acts of 1947 and 1957, together with their attendant
annual price review procedures, is assumed throughout., On the
other hand, perhaps the feature of agricultural market organisation
in Britain which will be least familiar to European readers concerns
the role and functions of the producer-controlled marketing Boards
to which reference is constantly made in the following chapters.
Since these organisations occupy a central position in the marketing
of four of the nine commodities dealt with, and since an extension
of control by producers over the marketing of the remaining five
products is currently a live issue of agricultural marketing policy
in the United Kingdom, a brief explanatory note on the rationale,
form and activities of the marketing Boards is included at this
point. : .

2., Producers! Mékketinq Boards.

Definition, -

Marketing Boards are producer-controlled, horizontal,
‘compulsory, marketing organieations, established under authority
delegated by Parliament in enabling legislation to perfomm specific
 marketing operations in the interests of particular commodity
groups,
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The relevant enabling legislation in the United Kingdom
consists of the Agricultural Marketing Acts of 1931 and 1933 as
amended by the Agricultural Marketing Act 1949, (1) Any group
of producers of any agricultural product can prepare and submit
for Ministerial and Parliamentary approval a Scheme to regulate
the marketing of that product., The marketing Board is the
executive body charged with the task of operating the Scheme and
is composed of the clected representatives of producers together
with a small element of Ministerial appointees,

Objectives and Activities,

Beneath a plethora of superfluous verbiage the essential
aim of such Boards is to raise the net long=-run money incomes of
the producers covered by marketing Schemes enacted under the
Acts, This objective is secured by the manipulation of various
economic variables determining the profitability of individual
enterprises and the industry in aggregate. The main areas of
activity of the Boards are summarised below,

Increasing Revenue @ -
,Imr@semrhnndmmm:
Ad?ertising ahd product development,
Reduction of marketing costs.
Promotion of grading, quality
improvement, co-operation, etc,
Provision of market intelligence,
Exercise of countervailing power
in centralised selling/bargaining,
Manipulation of supply on giveh,demands :

Production and/or marketed volﬁme control,

Market discrimination.,

Securing the adoption.of public policies favourable
to the interests of members. .

Administration of public policies,

Reducing costs 3
Monopsonistic reduction of factor prices,

Effecting an improvement in the technical
coefficients of production,

Marketing Boards are also concerned to combat price and income
stability (as opposed to enhancing unsatisfactory price and
income levels) and to suppress competition between producers,

(1)

These three acts are consolidated in the Agricultural
Marketing Act, 1958,
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To these ends they may operate price equalisation schemes to even
out temporal price fluctuationsg, and they typically try to ensure
that all producers of homogenecws products receive a uniform unit
price regardless of the actual realisation for their part of the
- total supply. .

Since the power to manipulate important economic variables
is denied to individual firms under atomistic competition and
increases as the industry organisation approaches monopoly, it
will be apparent that the successful performance of several of
these functions (and especially supply control and market
discrimination) implies a shift in the industry's competitive
structure, This is achieved by the terms of marketing Schemes
being legally binding on, and compulsorarily applied to, all
producers of regulated commodities other than those specifically
excluded by the Schemes themselves.

- The activities engaged in, and functions performed by, the
various Boards are dealt with in detail in the commodity sections
which follow, But it may be noted here that amongst the variety
. of powers which the Schemes may confer on the Boards in, pursuance
of their price and income raising objectives are the power to buy
and sell the regulated products the power to determinc the quantity
of the product which each producer may offer for sales the power
to determine the types and descriptions of the product, which
producers may offer for sale and the prices at which, terms and
conditions on which, and the persons to whom, or through: the
agency of whom, the product may be solds the power to prescribe
the manner in which the regulated product must be graded, marked,
packed, etc.t and the power to impose levies on producers to
finance the activities of the Boards and fines on those who
contravene the terms of the Schemes, In practice promotors of
marketing Schemes seck authority to exerclise such of the above
powers as are thought appropriate to the regulation of the
particular product with which they are concerned,

Clearly safeguards are required to prevent the abuse of such
formidable powers, and there are a variety of means by which the
interests of aggrieved or dissident. producers, distributors and
consumers are protected, Far instance, overall supervision
rests with Parliament and Ministers who can refuse to santtiol a
marketing Scheme -on its introduction, or revoke or amend ‘an
‘existing Scheme or prevent specific abuses of its powexs If
independent Committees of Investigation or public enqutries
reveal that any provision of a Scheme or act of a Board is
"contrary to "the public interest" or to the specific interests
of producers, distributors or consumers. Ministers must also
report annually to Parliament on the operation of the Schemes.,
Producers are protected by the requirement that the introduction
or amendment of a Scheme requires a two thirds majority of
producers and production capacity, whilst a simple majority of
producers can secure the revocation of a Scheme which no longer
cerves their interests, Distributors have a mandatory right
to consultation with marketing Boards on any feature of a Scheme
or act of a Board which concerns them, and they can-have specific
grievances referred to an independent Committee of Investigation,
Consumers are (notionally) protected by the existence of
Consumers® Committees which must periodically report to the
. Minister on the effect of any Scheme on consumers and on any
specific complaints made to them by consumers.,  More generally,
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the price and revenue raising activities of Boards are constrained
by the availability of close product substitutes, and especially of
competing imported products, and by the inability of the Boards to
permanently ward off the effects of fundamental disequilibria in
agricultural supply or demand,

1

Appraisal,

Producers' marketing Boards in the United Kingdom (like
comparable organisations in the United States and numerous other
countries) owe their origins to the conditions of prolonged
agricultural depression which existed between the two World Wars.
The means.chosen by Governments to combat the price and income
depression which ruled in the 1920's and 1930's was to enable
producers to overcome the weaknesses inherent in an atomistically
organised industry (and in voluntary producers' associations) by
permitting them to form statutorily sanctioned compulsory commodity
cartels. The intention was that the cartels would use the market
power which enforced collective action and complete control over
domestically produced supplies conferred: to deliberately raise and
stabilise therevenue derived from the sale of the regulated
products.

In the early days of marketing Schemes the emphasis was on
effecting income improvement firstly through the exercise of
countervailing power by centralised selling in situations where
buyers of farm products had significantly superior market power
to that of unorganised producers, and secondly by bringing about
improvements in the technical performance of marketing functions
through the promotion of grade standardisation, rationalisation
of distributive channels, provision of market intelligence, and
similar activities, However, such success as the Boards had in
improving the incomes of their members was mainly attributable
to the pursuit of activities and the exercise of market power in
directions which had little to do with the use of countervailing
power vis-a-vis buyers or the improvement of marketing efficiency
per se. Such activities included supply regulation, market

discrimination and persuading Governments to addpt policies
favourable to the producers of the regulated commodities, This
trichotomy persists to the present day, for although much "lip-
service" continues-to be given in public debate to the role of
marketing Boards as sources of countervailing power and improve-
ments in the efficiency of marketing, in practice the functions
of the Boards now, as in the past, are overwhelmingly concerned
with the use of the market and political power which stems from
their control over domestically produced supplies and their
ability to speak for producers as a whole in such activities as
market volume control, discriminatory pricing, and securing the
enactment of favourable public policies,

\

It is also important to an understanding of the position
and functions of agricultural marketing Boards in the United
Kingdom to appreciate that whereas the adoption by the State in
war and post-war years of centrally formulated and directed
price and income support policies has, in principle, recduced the
need for producerc marketing-organisations equipped with powers
to fulfil an independent price supporting role, in practice the
marketing Boards have become an integral part of the
administrative machinery by.which the Government's agricultural
price policies are effected,
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This has given the marketing Boards a status and functions
which are distinct from the original purposes and conceptions of
-the Agricultural Marketing Acts. The identification of the
Boards with the receipt of subsidies has become a powerful cohesive
force between the Boards and their members., Separate consideration
of the nature and scope of the functions which monopolistic
producers' marketing organisations can, and should be allowed to,
perform in economic circumstances which differ radically from
those of the depressed 1930's, and of the effects of the marketing
practices of the Boards on productive and marketing efficiency and
on intra~ and inter-sector and international income distribution,
has been impeded by a failure to distinguish these matters from the
universal preoccupation with the national price policies which the
Boards administer, At the same time, the old fear about creating’
statutory producers monopolies, that that which was "depression
led would be prosperity fed", has to some extent been obviated by
the intimate association between the State and the Boards in the
implementation of national price policies in the war and post-war
years and the former's close supervision of the Boards' use of
their (latent) market power, In addition the Government has
relinquished no control to the Boards over the supply of competing
imports.

The adoption by Britain of the E.E.C's agricultural policy is
likely to be a water-shed in the affairs of the marketing Boards,
Some of them might conceivably find a continuing role by acting as
(national)- instruments of the Commission in the implementation of
price policies in an enlarged Community. The milk marketing
Boards are the most likely to fall into this category, Others,
like the marketing Board for eggs, will probably have the cohesive
function of administering price support policies stripped from
them, Forced then to justify their existence by their ability to
raise their members incomes by the use of countervailing power, by
effecting improvements in marketing efficiency, by raising demand
and by their superior commercial competence compared with less
monolithic forms of producers' marketing organisations, such Boards
may find their existence threatened,  Other Boards, like that for
potatoes, may find that the liberalisation of trade in agricultural
products is synonymous with the end of national import policies
which were crucial to the successful implementation of their price
support and stabilisation policies.

The adherence of Britain to the Community's common agricultural
policy is going to compel a reappraisal of the whole system of
national, producer controlled, marketing Boards. ‘Their compati=
bility with the principle of a unified market, their ability to
independently regulate national markets in a unified European
market for agricultural products, their potential as national
instrumentalities for.the implementation of common policies and
their suitability for this purpose relative to agencies more
representative of other group-interests, their commercial
competence compared with smaller, and less constrained producers®
marketing associations, their ability to command the financial
support and allegiance of their members if their market power is
eroded, are all issues which are about to be raised in stark and
urgent form, Some observations on these matters are also offered
in the following commodity chapters.




CONVERSIONS  AND  CONVENTIONS,

Conversion factors used throughout this report have been based
upon the following relationships

sterling ' is equivalent to D.M, 11,20,

long ton (2246 1bs.) 1.0161 metric tons.
‘pound (1b.) 0,4536 kilogram,
score (20 lbs.) ‘ 9.0720 kilograms.
Imperial gallon - : 4,5460 litres,

acre 0.4047 hectares.

The following conventions and abbreviations have been used i
tables : :

not available,

not applicable,

nil or negligible,

less than half the last digit shown.
pence per gallon. |

pfennigs per litre,
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I. THE HISTORICAL SETTING.®

The present-day pattern of milk marketing in the United Kingdom has
evolved gradually and organically over the last 40 years. Current
institutional and structural characteristics of the milk industry, its
functional organisation and methods of price determination, and the’
attitudes and postures of producers, distributcrs and successive Govern-
ments to the marketing and pricing of milk, all have organic roots in
the past. .

1, The pre=war situation.

The traumatic experience which fundamentally shaped the marketing
of milk was the depression of the late 1920's and the decade that
followed, - Out of the conditions prevailing during this time grew .two
aspects of policy which were permanently to change the economic climate
in which the agricultural industry had to function; firstly the accep=~
tanoe by the State of a general responsibility for influencing farm
prices and incomes, and secondly the enactment of permissive legislation
which enabled and encouraged producers to regulate and control the
marketing of their products in such a manner as would 1mprove the prices
they received and the incomes they secured,

Prlor to the passage of the Agricultural Marketing Acts of 1931 and
- 1933 the National Farmers' Union of England and Wales and voluntary co=
operative marketing organisations in Scotland (the Scottish Milk Agency
and its Aberdeen branch) were the principal representatives of producers
in collective bargaining with distributors, Joint Committees of pro=
ducers' representatives and milk buyers recommended forms of contracts
and the prices which should be paid for liquid milk, It is of interest
to note that under these early arrangements two features were introduced
which have persisted through to the present-day.

(i) The total milk supply was divided according to its
utilisation, with a higher price being obtained for
liquid milk and a lower price for that which ‘went
for manufacture.

(ii) The realisation price for manufacturing milk was
determined by a formula and linked to' the price of
imported products.

The terms of the negotiated contracts were not binding and at no
time were they completely agreed or generally adopted, .Nevertheless,
under these voluntary arrangements an uneasy equilibrium existed, with
producers near large centres of population producing a fairly level
supply for liquid consumption and those in remote areas producing
mainly low-cost summer milk from grass for manufacturing,

This equilibrium was shattered in 1929 when the precipitate fall
in world prices of butter and cheese was reflected in the depressed
price obtainable for manufacturing milk by domestic producers. The
willingness of these producers to accept lower prices than those
nationally agreed in their anxiety to break into the liquid market,
soon resulted in the voluntary agreements on liquid milk prices being
undermined and prices falling to ruinous levels for all,

It was to combat the intrinsic weaknesses in voluntary marketing
agreements between distributors who had considerable market power
(partlcularly at the local level) and producers who had none, that the °
Agricultural Marketing Acts were enacted and the milk marketing schemes
brought into existence. Beneath a mass of verbiage, the essential
purpose of the legislation was to enable producers to restrict compe=
tition amongst themselves and raise prices by enforced collective
action.




Four of the present five Milk Marketing schemes were brought into
existence within fifteen months of the Agricultural Marketing Act of
1933 passing into law.(l) By and large,: the fact that four separate
schemes ‘were introduced was an historical accident stemming from the
pre=scheme situation in which. south of the border negotiations with .
distributors were conducted by the National Farm-rs' Union of England
and Wales and in Scotland bargaining was conducted on a more iegional
basis. There appears to be no intrinsic reason why five separate
Boards should be perpetuated in the future, '

The first task of the Milk Marketing Boards on their establishe
ment was to substitute a system of combined selling for the methods
of recommended terms and prices, voluntary agreements and individual
contracts which had previously obtained. Each Board therefore took
. powers under its scheme to prescribe the terms of contracts between
producers and buyers, including the power to specify the prices at -
which milk must be bought and the prices at which it could be resold,
By so doing the Boards were able, , - '

(1) to ensure that milk was sold at differential prices
according to its utilisation,

(i1) to prescribe the prices at which milk might be sold
at all stages of the distributive chain, and pare
Heularly pinimum retail prices,

«. (i1i) to ensure that milk bought for one purpose could
not be used for another,

The Boards in all four areas were in a position to announce pro=
visional prices and each set up an efficient organisation for promptly
paying producers, on a monthly basis, for all milk sold wholesale,
These two aspects of the operation of the marketing schemes were very
highly regarded by producers, Their ability to plan the production of
milk with foreknowledge of prices and the assurance of a regular
monthly income contrasted strongly with the generally prevailing uncer=
tainties of the times, : E

Gther activities which were undertaken by the pre=war Boards, and
- which have been continued up to the present day included the adminisg=
tration of @

(1) consumer subsidies on milk made available at cheap
. rates, on welfare grounds, to expectant and nursing

_mothers and school children,.

(11) subsidies under the Attested Herds Schemes designed
to encourage the production of milk from tuberculosis=
free herds,

(111) subsidies which were paid between 1934 and 1939 on milk
made into butter and cheese, ’

Additionally, the Boards were concerned to increase the total demand
for fluid milk and to differentiate their product, and to this end
they undertook promotional activities, and paid and charged premiums
on milk from accredited, attested and T.T. herds,

(1)

" The milk marketing scheme for Northern Ireland was introduced in
1955, '
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2, War=time and immediate post=war arrangements.

On the outbreak of war it became necessary for the Government to.
take control of the procurement, utilisation, distribution and pricing
of all foodstuffs in order to protect consumers, influence production
and consumption patterns, and ensure that distribution was effected as
efficiently as possible, A system of assured markets and guaranteed
prices was introduced for-all the principal agricultural products and
the Ministry of Food became responsible for-buying farm products and
determining prices and margins at all stages of distribution, The
-independent marketing functions of producerBoards largely lapsed,
though the administrative, acccunting and marketing facilities and the
personnel of the Boards were used as much as possible,

The Milk Marketing Boards continued to operate, but with far-
reaching changes in their powers and functions, .

The most important changes were s

(i) the introduction of a system of guaranteed prices
paid uniformly to all producers irrespective of
their location or the utilisation of their milk,
and

(i1) the Ministry of Food assumed the power to fix
prices and distributive allowances and margins,
including maximum retail prices for liquid milk,

Thus the Boards lost their primary responsibility for negotiating with
buyers, prescribing contract terms and prices, and operating the milk
price pools, And, while the Boards' accounting staffs and facilities
continued to be used for effecting payments to producers, of the func=
tions the Boards had previously performed virtually only the adminis=
tration of producer-owned creameries and the administration of producer
and welfare milk subsidies remained.

On the other hand, the milk Boards at this time took on functions
which they had not previously performed, and which have been retained "
to this day. )

(1) Instead of being a third party to contracts between
individual producers and distributors,the England and
Wales Board now became the first buyer of milk,

(ii) A scheme put forward by the Government for the
rationalisation of the first stage of milk assembly
was successfully put into effect by the Boards.

The Boards became responsible for organising the
‘collec¢tion of milk from farms and its delivery to the
point of first sale, .

(1ii) The Boards became involved in the promotion of more
efficient milk production through their Milk
Recording and Artificial Insemination schemes and
the provision by Board personnel of technical advice
to farmers., .

3. The position since de=control,

Because of continuing food shortages and a persistent balance of
payments problem the rationing of food and Government control of
procurement, distribution and pricing of most agricultural products




continued until 1954, In that year rationing was finally ended, dis~
tribution was returned to private hands and, in principle, marketing
Boards had their powers restored,

However there are significant differences betwecen the pre-war and
post=1954 powers and functions of the milk Boards, differences which
have their roots in the war and immediate post~war ycars, and which
reflect the fundamental change in the economic environment which
occured in 1939,

Once the agricultural depression of the 1930's was replaced by
the food shortages of the war and immediate post-war years it was
apparent that it was consumers and, to a lesser degree distributors,
who needed protection from the formiduble market power which had becn
conferred on producers, This was the origin of Government control
during the war of retail milk prices and distributive margins, and, to
the extent that the Government continues to be motivated by considera=
tions of consumers' welfare and is afraid to give the Boards freedom
to exercise their considerable monopoly powers in the naturally pro-
tected liquid milk market, is the reason why the Government has '
continued to fix maximum liquid milk prices and regulate margins up to
the present day. Liquid milk is the only commodity for which these
. controls were not relaxed in 1954, Prices and margins for manuface
turing milk are not prescribed by the Government, nor are they for
other products regulated by marketing schemes, since in tach case the
availability of imported supplies strictly limits the market power of
domestic producers,

Similar considerations motivated the introduction of the Agricul=-
tural Marketing Act of 1949, which strengthcned the jurisdiction of
the Government over the activities of the Boards, and the laying on
_the Boards, under Section 66 of the Milk Marketing Scheme (Amendment)

. Order, 1955, of a statutory obligation to consult with distributors
i and manufacturers on all matters pertaining to the sale of milk and,
' if necessary, to have disputes settled by an independent consultant,

4. Conclusion,

Since the Government now prescribes maximum retail prices for
liquid milk, the Boards' selling prices and the allowances and margins
of distributors, the Boards no longer perform the 'strategic and central
role of price determination which they undertook before the war. The
fact that the Boards are again free to negotiate manufacturing milk
pricesy have retained their responsibility for the first assembly of
milk» have expanded their activities in the promotion of both demand
and production efficiency, employ a large staff, own extensive
facilities; and, above all, administer payments for a record quantity
of milk, should not be permitted to obscure the real picture, In terms
of their ability to further the interests of their members through
active and unfettered exercise of market power the milk Boards to-day
are but shadows of their pre-war counterparts.

Nevertheless, latent market power still exists as a consequence of
the Boards being the sole buyers of milk off farms and sole sellers to
distributors and manufacturers, and it is recognition of this situation
which recently led an independent committee which enquired into milk
pricing to recommend that Government control should be retained over
the retail price of the basic m%lk supply, the Boards first~hand selling
price and distributors margins, Furthermore, it is through the
Boards' control over total supplies and their allocation between the

(2) The Remuneration of Milk Distributors.in the United Kingdom;
Cmnd, 1597; H.M.S.0.3 Jan, 19623 report of a committee under
the chairmanship of Sir Guy Thorold,
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liquid and manufacturing markets that the Government exercises jits con=
trol over prices and margins, That is, present marketing and pricing
arrangements have evolved partly because of the Boards' existence and
potential powers, and equally their administration in their present
form is dependent upon the existence of the Boards.. Any proposals

for changes in milk pricing must take the above factors into account,
both in the longer term and in formulating transitional arrangements
should Britain join the E.E.C.

In addition, it must be appreciated that the Milk Marketing,

Boards occupy a very special position in the minds of producers,
They are the longest éstabliched of all the producers' marketing
Boards; a whole generation of milk producers has known no system of
milk marketing other than one ecencmically and politically dominated
by producers' marketing organisationsy these organisations are
responsible for the purchase, aseembly and first distribution of a
commodity which is produced by two farmers out of every five, which
accounts for 23 per cent of the gross output of United Kingdom agricul=
ture (Table 1) and which dominates the economy of some farming
regions (Fig, 1); they were successful in the depressed 1930's in
stabilising and raising milk producers prices and incomes and producers
fervently believe (and correctly) that their prices and incomes at the

present time would be much worse than they are were it not for the
" market and political power wielded by their marketing organisations.

In these circumstances any proposals for the unification of the
European market for milk which involved a serious disruption of the
powers and functions of the Milk Marketing Boards would meet with
unified and bitter opposition from producers,




ESTIMATED GROSS_OUTPUT OF MILK AND MILK PRODUCTS IN RELATION TO TOTAL AGRICULTURAL GROSS CUTbUT

AND OUTPUT OF LIVESTOCK PRODUCTS, UNITED KINGDOM, 1937/8 and 1957/8 to 1961/2,

Total agricultural gross output(l)

Gross output livestock and
livestock products

Gross output milk and milk products

Total output milk as proportion :
-~ total agricultural gross
output

= gross output livestock and
livestock products .

1937/8

1957/8

1958/9

1959/60

1060/1(2)

1961/2(3)

£

-9

million

D, M,
million

o

o

million

D. M,
million

£
million

D. M,
million

£
million

D, M.
million

£
million

D. M,
millicn

o

=

million

D, M.
million

- 301

214

80

3371

2397
896

1465

1027

345

16408

11502

1467

1027

336

16430

11502

3763

1468

1028

343

16442

11514

3842

1494

1046

383

16733

11715

3954

1592

1117
365

1783C

12510

4088

bper

cent

27

37

24

34

23

33

24

34

(1)

(2) Provisional.
(3) Forecast,

SOURCE : Ann, Abs, Stats,, 1961;
M.A.F,.F.

Table 213, p,173.

Defined as sales off national farm plus household consumpticn: including subsidies and valued at current prices.




FIGURE 1 : INDEX OF CONCENTRATION (1) OF MIIK PRODUCTION IN GREAT BRITAIN

(HIGH)

Ratio of percentage
milk production to
percentage crops and
grass by counties.




II, MILK PRICING AT THE PRESENT TIME,

A, The Price Guarantees,

1, Background,

Price guarantees for milk were introduced on the outbreak of war
and have been continued ever since;j but, there have been important
changes in their rationale and the methods by which they are implemented,

During the war and early post-war years the objectives of milk
policy were two-fold, on the one hand to expand milk production and on
the other to avoid inflation, Prices to producers were, therefore,
fixed at levels high enough to encourage<an increase in output and were
paid uniformly on all milk produced, whilst prices to consumers were
held down. The difference between total payments to producers and
total receipts from consumers was a charge on the Exchequer and was
mainly a consumer subsidy.

However, by the early 1950's it was clear that the expansion of
milk production had gone far enough.(3) Output was far in excess of
 liquid consumption, there was increasing difficulty in finding remuner=
ative outlets for milk surplus to liquid requirements, and the cost of
the geneia§ milk subsidy was heavy and threatening to rise still
further, (4 Moreover, by this time the imperatives of maintaining low
. retail prices to consumers were less evident. Consequently, the
objectives of milk policies changed, and with them the guarantee
arrangements,

In the last decade emphasis in the determination of prices to
producers has shifted completely from the stimulation of output to the
support of dairy farmers' incomes. How to achieve the one without the
other is a perennial problem which has never yet been satisfactorily
resolved, but the devices which have been resorted to include the
limitation of the guarantees to a prescribed quantity of milk, lowering
the guaranteed price whenever the political climate and the operation
of the 1957 Agriculture Act permitted, and constant (and vain) exhorta=
tion to producers to improve their incomes by lowering costs without
increasing output,

At the same time, concern for consumers' welfare and the need to
avoid inflationary increasesin food prices have been less and less in
evidence, and the retail price of milk has been progressively raised
to the point where it is now amongst the highest in Europe. By this
means, the direct cost to the Exchequer of supporting farmers' incomes
has been held in check and has, indeed, been very substantially
reduted in recent years, (see Table 7),

2, Milk Ericing.

(a) Main features

The legislative framework within which the guaranteed price of
milk is determined consists of the 1947 and 1957 Agriculture Acts.
The former gave statutory recognition and continuity to the price
review procedures evolved during the war, whilst the 1957 Act laid
down “that the total value of the guarantees to agriculture might not

(3) The Government's concern at the rate of increase in the output of
milk was first voiced at the 1951 price review, See Annual
Review and Fixing of Farm Prices 19513 Cumnd. 8239, p.5.

. (4) The general milk subsidy reached a peak of £73,2 million
(D.M. 819,8 million) in 1950/51.




be reduced by more than 2.5 per.cent in any one year and that the
guaranteed price of individual products could not be reduced by

more than four per cent from year to.year, Milk prices fall under
an additional provision whereby the maximum reduction permissible in
the guaranteed prices of livestock products is nine per cent in any
1three year period, ’

Under 'this legislation an overall average milk price is guaran=
teed annually for the United Kingdom as a whole following a review
by the Government and the National Farmers' Unions of all the circum=
stances judged relevant to the issue. The overall guarantee is broken
down into separate basic guarantees for each of the five Board areas.
The overall and area guaranteed prices which have ruled in recent
years are shown in Table 2,

"In line with their anxiety to stabilise production, increasesin
overall guaranteed prices in the first three years of decontrol were
confined to amounts calculated to offset cost increases. Since
output continued to rise, the increase in the guaranteed price for
1957/8 was deliberately held below the calculated increase in costs,
and for the three years 1958/9 to 1960/1 the price was either held
constant in the face of significant cost increase (1959/60) or cut

.in an overt attempt to reduce output, The 2.1 per cent increase in
the basic guaranteed price for 1961/2 is not-a reflection of a change’
in the resolve of the Government to curb milk production. It is
rather to be interpretated as sugar on the bitter pill the Unions

~were induced to take at the 1961 review, namely, to examine the
possibility of modifying the price pooling arrangements operated by
the Boards in order to bring home to individual producers the need to
reduce the uneconomic production of manufacturing milk, (see Section
V. 1). Since producers refused to accept any form of quota scheme V
the overall guaranteed price was further reduced at the 1962 review,

The maximum difference between the basic guaranteed prices for
the different Board areas is 3.08 p.p.g. (3.16 pf.p.l.), and inter=
area differences remain constant from year to year. The magnitudes
of the differentials bear no relationship to the actual realisation
on.milk in the various areas. They were introduced in 1954 and
reflected differences in met returns to producers in the different
areas at that time,

The feature which distinguishes the guarantee arrangements for
milk from those for all other commodities is that since 1954 guaran=
teed prices have related only to a specified quantity of milk in- each
Board area, Furthermore, the average return per gallon is automati=
cally reduced in proportion to any excess of output over the
"standard quantity". In this way the Government's liability is.
limited, and producers are penalised for producing more than the -
standard quantity of milk., :

The magnitude of the standard quantities was originally fixed at
the level of output obtaining in 1953/4; minor increases were made
in the following years, and at the 1960 price review it was decided
that thereafter the standard quantity for each area would be automa=
tically increased (or decreased) by an amoun% iqual to the change in
liquid consumption during the previous year. 5 Although, when
judged in isolation, the manufacture of milk into virtually all types
of dairy products is uneconomic for United Kingdom producers, the
standard quantities for each area are well in excess of total liquid

(5)

The increase of 21.6 million gallons (98.2 million litres) in the
standard quantity for the United Kingdom granted at the 1961
price review was equivalent to an increase in the basic guaran-
teed price of 0,20 p.p.g. (0.21 pf.p.1.).




TABLE 2,

BASIC GUARANTEED PRICES IN THE FIVE BOARD AREAS AND IN THE UNITED KINGDOM, 1954/5 to 1962/3.

1954/5 {1955/6{1956/

7

1958/9
and

1957/8
- 11959/60

1961/2

1962/3

1954/5

1955/6

19%6/711957/8

1958/9
and
1959/60

England and Vales
Main Scottish Area
Aberdeen & District
"North of Scotland
Northern Ireland

e

per

pfennigs

per

[e¢]
. .
o

.
g
S~

w W W

O

Gy
.
b

-1 O
»
R

= O

[6)Y

38.75
38.76}
39.40
40,49
37.41

37.75
37,76
38.40
39.49
36.41

39.52
39.53
40,18
41,31
38.14

38.75
38.76
39.42
40,54
37.37

United Kingdom

38,70| 37.70

39.98

35.70

Change over
previous period
(U.k.)

price

piz cent

+ 1.3

Source : C.E.C, reviewss

various years.

Annual Reviews Vhite Papers.




STANDARD QUANTITIES IN THE FIVE BOARD AREAS AND IN THE UNITED KINGDCM, 1954/5 to 1962/3.

TABLE 3.

1954/5 | 1957/ 196172 Std. || 1951/5 [ 1957/5
te and | 1959/60 | 1960/1 | 1961/2 | 1962/3 || Quantity to and | 1959/60
1956/7| 1958/9 as §’§P°Ifl°“ 1956/7 | 1958/9
- totsl sales

million

England and Waies 551, C | 451 1651, 8 £ 116 | 8 7505.5 | 7521.4 | 7553.2
Main Scottish Area 183 13, ¢ .C % 3 86.9 831,91 831,9| 831.9
Abzrdeen & District a5t 13,51 19, £5.8 . 8B.6| 38.6| 83.6
North of Scotland ¢ - hl 9.3 ; 6 30,9 4C.9| 40,9
Northern Ireland 3,0 ’ 5 . 8 431,91 431,9{ 431,

United Kingdom 057,510 1366.0 1152 2033.7 |1 &4 5898.3 | £914,7 | 8946,

Change over previ:zus
period (U.K.)

quantity - : 3.6 v 9| + 31.8
per cent ¢ j 4 1 : 2« 0,4

Source : Annual Review “hite Papars:

:
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milk consumption, In part this is because inter- and intra-seasonal
variations in milk supplies necessitate the maintenance of an excess
capacity in the dairy herd in order' that liquid requirements (at pre=-
vailing retail prices) can be met in adverse years and in the winter
months, To this extent a proportion of the milk going to manufacture
. is legitimately regarded as part of the liquid supply.?6) But in the
main the size of the standard quantities is a simple reflection of the
decision taken in 1954 to guarantee the price of a quantity of milk
equal to the total United Kingdom supply in 1953/4, That is, the
standard quantities for each area do not necessarily bear any relation-
ship to the demand for liquid milk (including the necessary margin) in
each area. This-is brough* out in Table 4,

(b) Stages in the calculation

The calculation of the subsidy (if any) required to return each
Board the basic guaranteed price is complex. Details of the five
main stages are given below, and their results for the England and
Wales Board area are shown in Tables 5 and 6.

(i) The annual guarantee of the basic price for the
standard quantity is broken down into distinct high
and low tier prices. The latter is an estimate of
the average price which will be received in the forth-
coming April-March year for milk sold for manufacturing,
and applies to 19 per cent of the total standard )
quantity (which happened to be the proportion sold for
manufacturing in 1953/4). The calculation starts
with this forecast. :

Once the forecast has been agreed between the
Boards and the Government, the high tier price follows
by formula, and is simply the price which, when paid
on the remaining 81 per cent of the standard quantity,
will bring the total value of the guarantee to the pro-
duct of the standard quantity and the basic guaranteed
price. The formula is therefore

- = 8l 5] 1
TVG = SQ.B, = s22.5Q.P, +1—;.8.’$Q.PM, where

Total value of guarantee.
Standard quantity for the area.
Basic guaranteed price.
Calculated high tier price.

Forecast average price obtained
for manufactured milk.

Of these variables, the standard quantity and basic
guaranteed price are determined annually at each price
review: the ratio 81 : 19 was‘{a}d down in 1954 and
has been adhered to ever sinces Py is an agreed

forward estimate and Py is derived by calculation,

(6) The conventional figure placed on this required excess capacity
is 20 per cent of total liquid consumption.

(7 The ratio is 80 ¢ 20 for the Scottish and Nerthern Ireland Board
areas. . :




- TIOTAL OUTPUT, LIQUID SALES AND STANDARD QUANTITIES IN THE FIVE BOARD AREAS, 1960/1.

England and
Wales

Main Scottish
Area

Aberdeen and
District

North of
Scotland

Northern
Ireland -

United
Kingdom

Total sales :
liquid
manufacturing

Standard quantity

million

gallons| litres

million-:

million
litres

million
gallons

million

million
gallons| litres

million
litres

million
gallonsg

million
litres

million
gallons

million
litres

million
gallons

1951.3
1388.0
563.3

8870,6
6309.8
2560.8

1678.8 | 7631.8

208.2
118.1
90,1 -

946.5
536.9
409.6

183.9 836.0

22,2
10.6
11.6

100.9
48,2
52.7

19.6 89.1

9.6 43.7
5.8 26.4
3.8 | 17.3

9.2 41.8

111,7
38.4
73.3

507.8
174.6
333.2

9.0 436.4

2303.0
1250.9
742,1

104695
7095.9
3373.6

1987.5 9035.1

Standard quantity
as ¥

total sales

liquid sales

per cent

86.0
121.0

E per cent

88.3
155,7

per cent

88.3
184.9

per cent

95.7
158.6

per cent

85.9
25C.0

per cent

86.3
127.3

Source : Annual reports Milk Marketing Boards,

Annual Review and Determination of Guarantees, 1960;

Cmnd, 970;

H.M.S.0.
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(i1) If sales of milk exceed the standard quantity the
" basic guaranteed price is reduced in proportion so as

to maintain the total value of the guarantee. Hence
the Boards are able to pass on to producers an average
price equal to the review price (less administrative
and publicity costs) only so long as total supplies do
not exceed the standard quantities, Any output in
excess of the standard quantity is guaranteed only
the lower tier price, and- the average price to producers
is depressed accordingly.

For instance. in 1961/2 the standard quantity for
England and Wales was 1698,2 million gallons (7720,0
million litres and the basic guaranteed price for this
quantity was 38,30 p.p.g. (39.31 pf.p.1). Total
sales exceeded the standard quantity by 352,8 million
gallons (1603.8 million litres) and this automatically
reduced the basic guarantee to 34.68 p.p.g. (35.60 pf.p.l,),
thus maintaining the total value of the guarantee at
approximately £273 million (D.M, 3058 millions),

If there is any difference between the forecast (and
guaranteed) manufacturing milk price and that actually
realised, one half of any excess receipts is paid by the
Boards to the Treasury and one half of any deficiency is
paid by the Treasury to the Boards, -

This profit and loss sharing arrangement is designed
to give the Boards an inducement to market surplus milk
to the best advantage.

The Government prescribes maximum retail prices for
liquid milk together with the distributive margin
allowed for retailing and the allowances for handling,
transporting, heat-treating and bottling milk. These
allowances are maintained by the Government prescribing
the Boards' selling prices for liquid milk,

In 1961/2 the average price paid by consumers in

" England and Wales for ordinary and pasteurised milk was
64,00 p.p.g. (65.70 pf.p.1l.); the retail margin was
18.81 p.p.g. (19.31 pf. p.l.S and pre-retailing opera=
tions performed on milk took a further 3.0C p.p.g.
(3.08 pf.p.l.). Hence, the average selling price
prescribed by the Government to the Board for liquid
milk was 42,19 p.p.g. (43.31 pf.p.l.). '

The Boards' receipts from the sale of liquid milk
are averaged with those from the sale of milk for
manufacturing, and if the weighted .average realisation
price from all sales is lower than the adjusted basic

" guaranteed price then an appropriate deficiency payment
is made to the Boards.

Thus, in 1961/2, the weighted average realisation
of the England and Wales Board on liquid and manufac-
turing sales was 34,47 p.p.g. (35.38 pf.p.1l.). Since
the effective guarantee to the Board was 34.68 p.p.g.
(35.60 pf.p.l.) after making downward adjustments to
the basic guarantee for output in excess of the standard
quantity, the deficiency payment due to the Board was
0.21 p.p.g. (0.22 pf.p.1.) on its total sales, Hence
the Board received the total of 34.68 p.p.g. (35.60 pf.
p.l.) to which it was entitled under the guarantee
arrangements,




THE GUARANTEED MILK PRICE IN ENGLAND AMND WALES, -1951/5 to 1961/2.

TABLE 5,
Breakdouwn of the Year ended 3lst  Mcrch | Year ended R
guarantee [ 1926 | 1957 [ 1958 | 1959 [ 1960 T 1961 | 1962 || 1955 [ 1956 | 1957 | 19% ] 1 O | 1951 | 1962
millicon gallcns ) ) million
Total sales off farms (1653.,4 [1669,9|1812,8|1878,1{1765.2| 1798,4|1951,3(2051,0/(} 7516,4}7591,4| 8241,0| 8537.8 €870,6{9323.8
Standard quantity . 1651.C1 1651, 0[1654,51654,5| 1661.511678,811698,2{| 7505, 4| 7505,4] 7505.4] 7521.4| 7521.4|7553.2}7631,8]7720.0
Excess of sales over. 2
standard quantity 18.7 161.8] 223.6| 110.7f 136,9; 272,5| 352.8 11,0} 86.3 735,6/1016,4| 503,2| 622,3}1238,8|1603.8
pence per - gallon ' pfennigs per litre
Pasic arca guaran- i) )]
teced price : 38,09 | 38,50f 38,75] 37.75 37.75| 37.50 38,24139,10 7 39,52 39,78 38.75
Higher tier G4 |43.22 | 42,96] 43.38( 43.09 41,97 41,46 ©43,05144,37 | 44,10] 44,53] 4,23
Low:ar tier 16,25 { 19,50} 19,00| 15,00] 19.75| 20,63 17,71]16,68 | 20,02| 19,50] 15.40

Deduction due to -0,21 | =1,74| =2,78| =1,22| =1,26| =2,71 =0.02{=0,22 | ~1,79| =2.85| =-1.25
excess of supplies :
over ths standard
quantity

Boards share of - =0,02 +0,27
difference between '
forecast and rea-
lised price for
manufacturing milk

-

Adjusted guaranteed | o, o5 "3 14| 36 74| 35.88] 36.71] 36.57 \34.76 34,68
price to the Board i /

\

(1) Includes a special price review award of d.09 p.p.f.‘?6f6§ pf.p.1.)

Source : M,M.B.; Dairy Facts and Figures 1962,




THE COST STRUCTURE OF A GALLON OF MILK SOLD RETAIL IN ENGLAND AND WALES, 1954/5 to 1961/2,

TABLE 6,

Year ended 3lst  iarch, Year ended 31lst Mazch
1955 ] 1956 ] 1957 ] 1958 | 1959 | 1960 [ 1961[ 1962 || 1955 | .19% 71957 | 1958 | 1959 | 1960 | 1961 | 1962
pence per gallon ’ pfennigs or  litre

Retail price paid by

consumers for ordin= | 53 47! 56,00| 60,00| 63,00 {62.33 | 62,38 | 61.99 - 57,48 | 61.59 164,67 | 63.98| 64,03 | 63.63 | 65,70
ary and pasteurised ,

milk
Distributive costs: _
Retailing margin 13,14 17.69
Functional allowances 3.49) . 5 3,62

Total distributive | 16.63 ' 21,31
costs *

Return to Board for
liquid milk 37.04 40,68
Return to Bocazrd for
manufactured milk 18,23} 18.15
Average return to ¥ . )
Board from all 1 34,15
sales
Government subsidy ‘ T 0,61
Excess return over '
Board's entitlement

Total return avail=- X
able to Board ! . 38.14‘ 36,74 35,88

Source ¢ M,M.B.; Dairy Facts and Figures 1962,
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The deficiency payment is made to the Boards, and
the guarantees are guarantees to the Boards and not to
individual producers. The Boards can distribute the
total of the monies.they receive from milk buyers and

" the Government in any way they choose, subject to an
overriding power of the Government to intervene "in the
public interest", How the Boards do in fact allocate
their revenue amongst the producers is detailed in the
next section,

Table 7 sets out the total cost in recent years of
the general milk subsidy (as distinct from the subsidies
paid under the welfare and milk=in-school schemes), In
contrast to the cost of subsidies on other farm products, "
the milk subsidy has been falling, This has been
achieved, primarily, by the Government raising the
retail price of ordinary pasteurised milk from 52 P.p.g.
in 1954 to 64 p.p.g. to-day (from 53.38 to 65,70 pf.p.1.).

The other important point to note is that, because
of the higher proportions of milk going to manufacture in
Scotland and Northern Ireland, the bulk of the total

general milk subsidy goes to producers in these areas and
" their milk carries the higher unit rates of subsidy,




TABLE 7.

GENERAL MILK SUBSIDY BY BOARD AREAS, 1954/5 to 1961/2,

Year

England
and
Viales

'Main
Scottish

Aberdeen
and
District

North of
Scotland

Northern
Ireland

England
and
Wales

Main
Scottish

Aberdeen
and
District

North of
Scotland

‘Northern
Irciand

o

million

...million
26.3 -
24,7
11.5
4.3
3.2
- 1,8(1)
4.9
1.7

4:2
4.3
4,1
4,3
4.1
3.2
4,1
4.2

294,6
276,6
128.8
48,2
35.8
- 20,2 ' 2,2
54,9 3.4
19,0 R

1954/5
1955/6
1956/7
1957/8
1958/9 11,6

1959/60 4,4

1960/1 13.0
1961/2 10,4(2)

47,0
34.7 '
20.0
13,5

== 50,4

pence pfennigs er itre tctal sales

Unit rate of
Subsidy 1,35 0.61 8.62
1960/1 e

0.63 6.47 7.57

(1) Receipts from the sale of milk exceeded the Board's entitlement under the guarantee arrangements and a repayment was made tc the
Treasury. ' ' S

(2) Forecast.

Source ¢ Dairy Facts and Figures, 1962,

Annual reports of the Milk Marketing.Boards,
Civil Estimates, Class VIII, Agriculture and Food;

H.M.S.0., various years.
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B. Pricing by the Boards,

Details are given in this section of how the Boards share amongst
their members the total income they receive from s

(i) sales of milk to distributors and manufacturers;

(ii) the Government under the guarantee arrangements;

(iii) miscellaneous sourcess mainly levies on producer=
retailers.

1, Basic pool price.

The core of the Boards' pricing policies is that revehues from
all sources are pooled. The Boards' administrative costs(8) and
expenditures for sales promotion are direct charges on their general
revenues; the remainder is available for distribution to producers.
and, essentially, each prcducer receives an average or pool~price
irrespective of the actual utilisation of, and realisation on, the

milk produced on his .farm,

The basic pool prices which have ruled since 1954 are as shown
in Table 8 for the England and Wales Board area.

2. Regional and seasonal pool prices,

Shortly after the price guarantees are decided at the annual
price review, each Board announces a provisional schedule of the
prices which producers will be paid for their milk in each month of
the coming (April to March) year, In England and Wales there is a
separate schedule of provisional, forward, monthly prices for each
of the Boards eleven administrative regions. The provi 3ona1 price
schedules in operation for 1961/2 are given in Table 9,

(8) In genecral, administrative costs are low in relation to turnover
and in their incidence on each gallon sold as the data below
for the 1960/1 year show :-

Administrative costs
As proportion
of turnover

Per unit of sales

pence pfennigs

per cent per gallon | per litre

England and Wales 0.39 - 0.13 . 0.13
Main Scottish area 0.72 0.24 0.25
Aberdeen & District 5.58 1,71 1,76
North of Scotland 2,64 0.91 0.93
Northern Irelund 1.11 0.39 0.40

Source s Annual Reports of the Milk Marketing Boards, 1960/1

(9)

The announced monthly prices are adhered to as far as possible,
but differences between expected and actual milk supplies and
utilisations and realisation prices for milk products
‘influence the revenues of the Joards, and compel them to
adjust the monthly price-=scale from time to time,




PRODUCERS® PRICES,  ENGLAND  AND _ WALES, 1954/5  to  1961/2,

ended 31st

1961 | 1962 || 1955 | 19%6

Adjusted guaranteed
price

Plus miscellanescus
inccme

Less administraticn
and promotion cost

Available for distri-
bution

Average producer
price, T,T. milk 33,19(38.72

Source : Dairy Facts and Figures, 1962, ’ ‘

Note : For 1962/3 it iz estimated that the ccmbined effect of a 0.44p.p.g. reduction in the guaranteed price, an increase in the
standard quantity by 22,9 millicn gallons, an increaee- in total milk output of 65 million gallons, and a reduction of
0.13 p.p.g. in the sverage reazlisation price for manufactured milk, will be to reduce England and ¥zles wholesale
producers' pool price by 1.CO p.z.g. (1.03 pf.p.l.) compared with the 1961/2 year.




PROVISIONAL PRICES TO WHOLESALE PRODUCERS OF T.T. MILK, 1962/3.

England _and. .Wales Regions

: ‘ Main Aberdeen North of Scotland | Northel..n
East=|E23t [West |norih)south Mi G- Far | South {|Scottish and

i ide 3 s Mainland | Orkne Ireland
ern ]ﬁg‘; hﬁﬂd Wales|Wales Southern Western |Western |Eastern Area District y

pence per gallon

April 33.50}33,25{33.00 33.50 33.00 33.75
May- 24.50] 24.75|24.50 24,50 24,50 .. 25.25
June 24,75} 24,50} 24.50 24,50 24,25 . 25.50
July 28,75}28,75|28.50 28.75 28.50 _ 28,50
Aug 33.75|33.50{33.25 33.50 33.25 32.75
Sept 36.25}36.25|36.25 36.25 36,00 37,00
Oct 37.00{37.25|36.75 36.75 36.75 38.75
Nov 37.50}37.50{37.25 37.25 5 37.00 41.50
Dec 37.75137.75137.75 37.50 37.50 41,50
“Jan - 38.00{38.00}37.75 38.00 37.75 41,25
Feb 37.5037.50]37.25 37.50 37.25 39.50
March 36.75|36.50]36.50 36.75 |- 36.50 36.50

pfennig per litre -

April 34,39|34.13/33.87 34.39 33.87 . 34.64
May 25,15]25.41}25.15 25,15 25,15 | 25,92
June 25.35125,15{25.15 25.15 24,89 26.18
July 29,51{29.51]29.26 29.51 29.26 29.26
Aug 34,64|34,39{34.13 34.39 34,13 33.62
Sept 37.21{37.21/37.21 37.21 36.94 37.98
Oct 37,98/38.24|37.72 37.72 37.72 39.78
Nov 38.49138.49{38,24 38,24 37.98 42,50
Dec 38.75/38.75(38.75 38.49 38.49 42,60
Jan 39.01}39,01138,75 39.01 38.75 42.34
Feb 38.49]38.49(38.24 38.49 38.24 40,55
March 37.72|37.47|37.47 37,72 37.47 37.47
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It

As emphasised in a previous section (Section II. 2. as) the
differences shown in the table between the general price levels in the
various Board areas are more a reflection of the levels and mode of
operation of the guarantees than of the value, at market prices, of
the milk produced in each area.

Similarly, the differences in monthly pool prices between the
eleven regions of the England and Wales Board are no measure at all of
inter-regional differences in the supplies of milk which are absorbed
into the liquid or manufacturing markets., For instance, since
virtually all the milk which is produced in the South and South
. Eastern regions is consumed in liquid form, one would normally expect
producers in these regions to receive substantially higher average
milk prices than those in more remote areas like the Far and North
Western regions, where a substantial {but undisclosed) proportion of
the milk produced must be manufactured. Such is not the cases The
maximum inter-regional differential is never more than 0«50 pspsQs
(0e51 pfepels) and, moreover, it has not been changed in the last 20
years. In other words, the inter-regional differentials are largely
nominal.

The price differentials between months of the year are much more
. substantials In England and Wales there is currently a difference

of around 13,50 pepege (13.86 pfepels) between the price in January
when supplies are lowest, and prices in the May-June period of peak
production (Table 11)s In Scotland and Northern Ireland the seasonal
differentials are even larger.

During the war and up until recently the monthly price=-spread was
‘even greater than at present. - But over the years the range has been
narrowed as winter supplies have become first adequate to meet liquid
consumption, and finally excessive. Once winter liquid milk require-
ments were satisfied it was realised that there was no economic sense
in the Boards paying high winter prices for milk which they had to
divert to manufacturing outlets; the drain on the pool price would be
less if any surplus production could be paid for at the lower summer
pricese Accordingly, winter prices have generally been lowered,
relative to summer prices,.and recently a pilot scheme has been
started under which producers who agree to concentrate on summer pro-
duction are paid on a seasonal scale having only a narrow price range.

3. Price penalties.

Two categories of producers receive lower monthly prices than
those set out in Table 9.

Firsil 5 milk of non~T.T. standard incurs the following

penalties(10) -

DEDUCTIONS FOR NON=~T.T. MILK, 1962/3,

TABLE 10a

pence pfennigs
per gallon | per 1litre

England and Wales 4,11
Main Scottish Area 6416
Aberdeen & District 6416
North of Scotland 4,11
Northern Ireland 3.59

—2

(20) Before such a large proportion of the total milk supply was of
T.T. standard the pool prices related to ordinary milk, and
T.T. milk attracted premiums equivalent to the penalties now
imposed on non=TeT. milke
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SEASONALITY OF MILK PRODUCTION _AND UTILISATION,
UNITED KINGDOM, 1959 and 1960,

ABLE 11,

Percentage Total Sales
Month | 1959 ] 1960 | 1959 [ 1960 1959 | 1960
Liquid’ Manufactured Total Sales

745 745
7.0 7e4
804 845
940 [ 9l
- 1066 10.4
9.8 9.3
808 805
803 842
7a5 748
706 801
7e5 705
8.0 To7

January
February
March
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June
July
August
September
October
November
December
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Source s Commonwealth Economic Committee Intelligence
Bulletin, Feb. 1961l.

Secondly, the Boards penalise producers of milk with a low
butter-fat content. Thus, in England and Wales the milk of any pro-
ducer which consistently fails to reach an average butter-fat content
of 3,2 per cent in the September to March period and 3.1 per cent in
the six summer months, incurs price penalties in months when these
levels are not achievede The reduction is at a rate of 240 p.p.ge.
(2:05 pfepel) September to March, and 140 pepege (1403 pfepels) April
to August, for each full O.l1 per cent by which the fat content falls
below these standards. The scales of deductions are somewhat
different 1n other Board areas and more penal.

Additionally, a producer whose milk consistently fails to reach
an annual average compositional standard of 3.3 per cent butter-fat
and 8¢5 per cent solids-not-fat, can, after warnings and a period of
weekly tests on his milk's composition, find his contract to sell
milk cancelled by the Boards.

Apart from these provisions, and the special scheme relating to
the payment of premiums on milk from cows of the Guernsey, Jersey
and South Devon breeds (see Section IICS), the Boards buy and sell
milk at uniform prices regardless of its compositional quality.

In such circumstances, it is not surprising that producers have
paid little attention in the past to the composition of their milk;
high yield per cow has long been the dominant consideration in breed
selection and herd management on most farms., Consequently, the
natio?al dairy herd has come to be dominated by the British Friesian
breed 11) and there has been a progressive deterioration in the com=-
positional standards of the milk supply ove{ t?e last thirty years,
particularly in the solids-not-fat content. 12

(11) Some 42 per éent of all dairy cows are Friesiéns, and 69 per
cent of the dairy-type inseminations conducted by the Boards®
A.I. Centres in 1959 was with semen of the Friesian breed.

(12) Milk Composition in the United Kingdom; Report of an Inter-

departmental Committee (under the chairmanship of Dr. J.We
Cook); Cmnde 11473 HeMeSeOs3 Septe 1960,
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Of late the Boards have formulated proposals designed to reverse
this trende It is envisaged that, as from October 1963, milk will
be classified into compositional quality grades and priced accordingly.
The four grades proposed for England and Wales are s

\

» Annual average | Annual average
Annual average SeNoF, above SeN.F. below
total solids 8,4% 8.4%

Class

12.6% or more A cl
Less than 12.6% but at least 12% B Cl
Less than 12,0% but at least

11,8% Cl Cl
Below 11.8% Cc2 C2

Class B milk would be the standard grade and receive the normal pool-
pricess Class A milk would receive a premium of 2 pepoge (2.05 pfepe
le)s Class Cl milk would incur a penalty of 2 popege (2.05 pfepol)s
Class C2 milk a penalty of 3 pepoge (3008 pfopela)e The composi=
tional quality grade schemes in other areas are broadly similar but

- with differences in detail.

Although the scheme would primarily involve a redistribution
between producers of the pool of revenue available to the Boards, it
is likely that the Boards will also attempt to persuade the Govern=-
ment to fix a premium retail price for Class A milk, charging con-
sumers a price somewhere between those of the ordinary/pasteurised °
and Channel Island types (see Table 14), and divide the premium
between producers and distributors.

The whole question of the compositional quality of milk is a
wexed onee Although it is no doub% an important source of essen-
tial nutrients for young children etc., the fact is that it is not
the cheapest source, and there is little evidence of any ge?eral
consumer preference for milk of a high-nutrient content.( 3
Moreover, manufacturers seem perfectly content to buy milk at a
uniform price, rather than have the supply segregated into grades
and priced accordinglye

. 44 Haulage charges.

Since 1942 the Boards have been responsible for the collection -
of milk from farms and its delivery to the first destinations Most
of the milk is collected by buyers and independent hauliers who are
paid by the Boards at negotiated rates. The Boards also operate
transport fleets of their own, mainly to provide the service for
producers in particular areas, but also to obtain information on
haulage costs which can be used in the negotiation of ratese The
proportions of milk transported by various agencies in England and
Wales during 1959/60 were 3=

Proportion total sales
(per cent)

Producers making own arrangements 4
Purchaser-hauliers 52
‘Independent hauliers 35
M.MQB . 9

(13) In the United Kingdom about 72 per cent of the liquid milk con=
sumed is used as additions to other beverages and for cooking,
only about 12 per cent is drunk as plain milke

Source s EMPSON, Je.3 EES'Utilization of Milk in the Homej
1957; Table 3, pel7; Farm Econe, Vole. VIII, Noe 11 and 12,
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Payment for the haulage service is obtained from producers(ls) by
the Boards making deductions from producers'’ monthly milk receipts,
The transport charges in England and Wales vary regionally, but have
remained unchanged for many years. The rates for 1962/3 are shown
below,

PRODUCER REGIONAL TRANSPORT CHARGES, ENGLAND AND WALES, 1961/2.

IABLE 129
Region pence per gallon pfennigs per litre

Northern 1,31 1.34
North Western 0.96 0.99
Eastern 1,03 1.06
East Midland 0,93 0495
West iMidland 1,04 1,07
North Wales 1.33 . 1.37
South Wales 1.37 ladl
Southern ‘ 0.96 0.99
Mid-Western 1012 1015
Far Western 1,35 1439
South Eastern 0066 0.68

Source 3 Dairy Facts and Figures, 19623 M.M.B, Englénd'and
Wales,.

The transport charges are notional to the extent that the deduc-
tions imposed on producers do not entirely reflect the true inter-
regional and inter-farm costs of milk collection. Hence the trans-

| port rate structure embodies concealed subsidies to milk producers in
~i— areas of low production density, to small-scale producers and to
¢ producers on remote farms. However, offsetting the consequential
misallocations of resources are the undoubted economies resulting
from central control by the Boards of milk collection, which obviates
the overlapping of collection routes and the cross hauling of milks

7 , ’
< A/ ]
T e

(14) Other than those who haul their own milk to recéiVing plants.




26

C. Other Aspects of Price Formation.

Further details of the procedural and institutional aspects of
milk pricing are given in this section.

l. Manufacturing milke

While the Marketing Boards' selling prices of milk for liquid
consumption are subject to complete official control, manufacturing
milk prices are a matter for negotiation between cach Board and
manufacturers, and. arc influenced by the prices of competing
imported dairy products,

Joint committces of representatives of the Boards and manufac-
turers agree on fixed prices, to operate for a year, for milk made
into all products other than butter and cheesees The prices of milk
for butter and cheese manufacturc are determined monthly by formula.,
‘The butter féormula is based on the weighted average price of New
Zealand and Danish butter in the previous months the price to be i
paid for milk made into cheese is based on actual realisations for |
English .cheese in the previous month. -

L
|

Administratively, the arrangements work welly manufacturers
are adequately represented through the appointees of the Central Milk
Distributive Committee, (which is a federation of all the main trade
associations of liquid milk distributors and dairy product manufac-
turers), and the decision of an independent consultant is normally
accepted in the rare event of faillurce to agree on the purchase price
of milke

The level of prices, however, is not subject to much influence
by either the Boards or the manufacturers separately or in collusion,
given that imports of competing products are freely admittede  The
realisation on milk in manufacturing uses in the England and Wales
area is given in Table 13. Highest prices are secured for cream, the
lowest on milk made into butter. The butter price constitutes the
marginal return to the Boards for their surplus outpute

2. Retail pricese

The Government prescribes maximum retail prices for liquid.milk,
These vary with the designation of the milk but are charged uniformly
to consumers throughout the United Kingdom, despite regional varia-
tions in the costs of distribution. 15 The retail price maxima are
changed at infrequent intervals, and it is cxpected that those
currently ruling will be in force for at lecast a year.

The basic price is fixed for pasteurised ordinary milk, with
premiums over and above this for other grades.  The maximum retail
prices currently in force are shown in Table 14. Until recently
retail prices were lower in the summer months. than in winter, but in
order to finance the increase in the guaranteed price awarded at the
1961 review it was decided that in 1961/2 a uniform price should
operate throughout that year. It was further stated following the
1962 review that henceforth. the general milk subsidy would beentirely
eliminated by seasonal manipulation of consumer prices.

(15) Distributive costs are above average in sparsely populated rural

areas and in London. Before the war, when the Boards fixed
minimum retail prices, therc were regional and seasonal varia-
tions in consuner prices. :
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MAXIMUM RETAIL PRICES OF MILK, ENGLAND AND WALESL<
JANUARY, 1962,

TABLE 14.

Maximum retail price

Designation of grade pence pfennigs

per gallon| per litre

1 Channel Island, tuberculin tested, :
"~ farm bottled 80,00 82,12
| Channel Island, tuberculin tested 76,00 78401
Channel Island 76,00 78.01
Tuberculin tested, farm bottled 76,00 78401
Tuberculin tested (pasteurised) 70,00 71.86
Sterilised 706,00 71.86
Homogenised 70.00 71.86
Ordinary pasteurised 64,00 65470

Kosher/Kedassia 1) - -

(1) A "reasonable" margin may be charged over and above the
maximum price for each type of milk if it is Kosher
and Kedassia.

‘The retail price of pasteurised milk is calculated on a United
Kingdom basis according to a formula under which the consumer is
charged the guaranteed price to the Boards, plus the distributive
margins and allowances prescribed by the Government, plus "the cost
of maintaining the reserve considered necessary to provide an
‘adequate supply of milk for the liquid market throughout the year".
The cost of maintaining this reserve is "assumed to be the differ-
ence between the guaranteed priie ?nd the average price realised on
sdles of milk for manufacture". 16

The notional method of calculating the retail price is illus=-
trated in the following example based on 1960/1 figures,

pence pfennigs
_per_.gallon per litre

Overall guaranteed price 37445 38.44
Estimated cost of reserve
Guaranteed price
Leéss average realisation
for manufacturing milk

20 per cent of 16.75
Distributive margins and
allowances

Retail price

(16) Thorold Committec report; ope cite; para.l26e

(17) Because milk can only be sold in prices round to the nearest d. -
per pint, and because the accounts between the Boards and the
Government are settled annually, it was necessary to have two
retail prices during that year, 60 pepegs (61459 pfepels) for
six months and 64 pepeg. (65.70 pfepsls) for the other six
months.
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The Thorold Gémmittee(la) has recently reccmmend that while the
Government should continue to control maximum retail prices ?n he
main bulk of the supply, ice. T.T» and non-T.T. pasteurised, 19) which
represents about 87 per cent of total liquid consumption, maximum
prices should no longer be prescribed for special grades of milk,
(milk from Channel Islands and the South Devon breeds, sterilised,
homogenised, and farm bottled milk), This would permit market forces
to determine what the premiums on these special grades should be,. and
introduce an element of competition amongst milk distributors. At
the same time, consumers would have the standard quality at a pre=
scribed maximum price available as an alternatives '

It may finally be noted that although only maximum prices are
prescribed these are, in practice, also minima. Virtually no price
competition at retail occurs. Even on contracts to supply milk in
bulk to schools, institutions and catering establishments; it is
normally found that the local dairymen's tfadg association agrees on
the maximum discount which may be alloweda 20 Consumers co-
operatives, which handled some 26 21) per'cent of total liquid retail
sales in 1960, have also chosen not to compete on price with private
traderse Since the typical local situation in milk distribution is
oligopolistic, with each firm recognising its "kinked" demand func-
tion, a reluctance to compete on price is only to be expected.

3. Retail margins and'distributive allowances,

It is crucial to the understanding of this section to appreciate
that not only does the Government guarantee prices to milk producers,
but it also determines the remuneration (including average rates of
profit) of liquid milk distributors. This latter responsibility was
first taken on by the Government in the war years, and it has been
retained ever since.

Retailers' remuneration is determined by the Government pre-
scribing the basic retail margins this it does by controlling the
milk Boards' selling prices and maximum retail prices of liquid milk.

Wholesalers' and depot proprietors' remuneration is determined
by the Government fixing the size of allowances these distributors
can claim from the Boards and retailers for performing necessary
operations on the milk as it passes from farms to consumers.

(18) QE‘ cit.

(19) At the moment all milk in the Scottish Board area, and 91 per
cent of sales in the England and Wales area is of T.T.
standard, and most of this is sold at the basic pasteurised
price despite the fact that a premium is officially prescribeda

When all the milk is of T.T. standard this will then be the
standard grade and a higher price will no longer be charged
for it at the retail level, other than for that which is farm
bottled.

CUTHBERT, N. and BLACK, We; Restrictive Practices in the Food
Irades II3 Journal of Industrial Economics, Voly X, No. 1,
Nov. 1961, ppe64~66s Reports of the Committee of Public
Accounts; 1954-1956.

(20)

(21) Co-operative society retail sales in 1960/1 were 402 million
gallons (1827 million litres) of which 16 per cent were sales
under the welfare and milk in schools schemes

Annual Report 196CV&; Cormoperative Milk Trade Assogiation.




- 30 -

Thus, in England and Wales, depot proprietors sell milk to whole=-
salers at the same price as they buy it from the Boards, and claim
allowances from the Boards at prescribed rates for performing such
functions as the provision of churns, handling and cooling milk and
transporting it to wholesalers' or processing retailers' premises.
Wholesalers who handle, heat-treat and bottle milk claim allowances
from the Board for so.doing, and also take a prescribed share of their
retailer customers' basic margin for performing these operations (by
charging them more than the basic price)s Similarly, retailers who
themselves heat-treat and bottle the milk they sell to consumers claim
allowances from the Board at appropriate rates. Details of the basic

retail margin and the various functional allowances are given in
Table 15,

The basic retail margin (overall margin in Scotland) applies to
ordinary milk. Spezial grades, such as tuberculin tested or milk
from Channel Islands brecds, carry an additional margin equivalent
to the retail premium (see Table 14). This additional margin is
divided in a prescribed manner between rctailer and wholesaler.

It will be noted that in a number of respects the situation is
somewhat different in Scotland (and to a minor extent in Northern
Ireland). Firstly, producers provide their own churns and no ex=~
farm allowance is payable to distributorse. Secondly, since most of
the milk in Scotland passes direct from farms to processing retailers
without going through intermediate wholesalers, the distributive
margin is a composite one and no separate wholesaling allowance is
paide  However, where milk does pass through the hands of a whole=
saler the overall margin is divided between the retailer and whole-
saler at an agreed ratee.

The retailer's margin and the functional allowances are designed
to cover both the average costs and profits of milk distributors.
Since 1948, the Government has fixed the margins and allowances at
levels which would, on average, give distributors a specific level
of profit on each gallon handlede Currently the target rates of
profit are as follows 3=

pence pfennigs
per gallon| per litre
Retailers 2.0 12,05
Wholesalers 0.6 0,62
Depot proprietors) 0.3 0.31

The margins and allowances are negotiated with the trade, and
distributors rates of profit per gallon are based on the simple
average of the financial results revealed by the accounts of samples
of the three types of distributors. Returns are made monthly to
the Ministry, and the Government adjusts the Boards' selling prices
from time to time in the light of these returns in order to ensure
that the average target rate of profit is achieved over a period,

In reccnt years the approximate sizes of the samples, together with
the estimated proportion of the total liquid milk passing through
each stage handled by the sample plants, are as shown in Table 16.

4, Remuneration of Producer-Retailers.

Under present pricing arrangements the remuneration of producer-
retailers for their function as producers is determined by the price
guarantees, and their remuneration as distributors is determined by
the retail margin fixed by the Government.




MARGINS AND ALLONANCES OF MILK DISTRIBUTORS IN THE UNITED KINGDOM 3 1st APRIL, 1961,

TABLE 15.

Ex=farm allowance

Basic retail margin
Tuberculin tested milk
Pasteurised milk

3. Heat treatment allowance
Bottled and bulk milk

4.'Chérges payable by retailers out of the basic
retail or overall margin for milk supplied.
to them ' ) .

Bottled milk
pints and quarts
half-pints
third=-pints

Bulk pasteurised milk

‘"Tuberculin tested milk {in addition to
above)

5. Wholesale allowances paid by Boards

Bottled, -heat=treated in consignments -
1-150 gallons
151-500 gallons
Over 500 gallons

Bulk milk
Pasteurised

Handled in dairy
Other sales

England and Wales

Scotland(l)

. Northern

Ireland

pence
per gallon

~pfennigs
- per litre

pence
per gallon

pfennigs
per litre

pence
per gallon

pfennigs
per litre

3

8

22
18

13

0,38

22.58
18,48

1.80

ce oe

24£!2)

205

25.28(2)

21.17

0.64

9,37 (12.19)
10.91 (12.19)

oy (15
108 (11%)
* * * b

6% ( 8%) 6,93 ( 8.98)

not applicable

204
2r§

“ew

20.79
21,94

Included in

retail

W O3,
ol ol

¥

SRRdhe

e

margin

Continued on next page.




“TABLE 15 (continued)

England and Wales Scotland(l) Northern Ireland
pence pfennigs pence | pfennigs pence pfennigs
per gallon | per litre per gallon -per litre per gallon | per litre

6+ Exceptional transport allowance
' Consignments not over 150 gallons
- 13-20 miles 0.38 i
21-30 miles . ; 0.77 : 3 0626
Over 30 miles 1.03

Consignments over 150 gallons applicable
13-20 miles 0.26-

21-30 miles o 0.51

31-50 miles 0.77

- Over 50 miles 1.03

7. Surplus milk allowances )
Handling allowance 0.51
Assembly station allowance 5 - 0.38
Transport allowance Rates vary with

quantity and distance

for every 6 miles

over 12 miles

applicable applicable

8. Station collection allowance
Average daily volume

less than 100 gallons 0.60 0.62

100-500 gallons 0,45 0,46

Over 500 gallons 0.30 0.31

9. Depot handling allowance
Small consignments 1.77 1.82
First & million gallons throughput 1.57 1.61
Next £ million gallons throughput 1457 1.61
Remainder of throughput ) 1417 1.20

Feéder depots ’ 0,50 0451

0.70 0.72 .
to to pplicable
0.40 0.41

13 1,41
(April to September)

1% 1.80
(October to March)
Continued on next page.
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TABLE 15 (continued)

England and Wales » Scotland(l) ’ Northern Ireland
" pence ptennigs pence pfennigs - pence pfennigs
| per gallon| per iite. | per gallon per litre per gallon ! per litre

Depot transport allowances A i i
Desbatched by road . At rates varying with quantity, distance, and ;type

Despatched by rail Actual Actual Actual cost oo .o

cost and cost and

25s. per | Deda 14,00
tank per tank

An overall margin applies in Scotland; the current rate is given.
Most TeTe-milk is sold at the pasteurised price in Scotland and attracts the appropriate margin,

These figures relate to the area of the Scottish Milk Marketing Board, and the figures in brackets apply where T.T. milk is
actually sold at the full maximum price for that grade.

«» not applicable; # subject to negotiation.

Source 't Thorold Committee report; OPe cite; Appendix 5, ppe 56.=57.




TABLE 16.

COSTINGS

SAMPLE ,

‘MILK  DISTRIBUTORS.

Retailers

Wholesalers -

Depots

England and Wales

Scotland

Northern Ireland

No; of

establish="

ments

Proportion
of milk
handled |

No, of
establish=
ments

Proportion
of milk
handled -

Noe of
establish=
. ments

Proportion
of milk
handled

Processing retailers-

© "substan=-

per cent
27

30

tisl"

per cent
28
"very high"

*

per cent

25

50

% Depots are included in the Scottish sample only occasionally.

Source ¢ Thorold Committee Reports

Ope cites

Chape VIII, parae 69
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In practice the total returns available to a producer selling his
own milK are greater than the sum of the guaranteed producer price (as
it applies to producer-retailers) and the retail margin, as the
following example shows (April 1962 figures) s-

pence pfennigs
per gallon per litre

Retail price ordinary pasteurised

milk ’ 644000 65,70
Retail margin 19,000 19,50
Total returns to producer-retailer :

as producer . 45,000 46419
Guaranteed T.T. Milk price to

producer-retallers as producers 35.875 36.83
.Less TeTy premium 4,000 4,11
Difference between receipts and

"entitlement" 5.125 5426

Accordingly, producer-retailers repay their excess receipt (in
this case 5% pepege) in the form of a levy to the Boards in order to
bring their total remuneration to the prescribed level. In practice,
because producer-retailers are not affected by reductions in the basic
- guaranteed price resulting from supplies in excess of the standard
quantity for the area, their actual return over and above that
received by wholesale producers is much greater than the 1475 pepege
(1.80 pfe pels) to which they are centitleds In 1961/2 producer=
retailers actually received a total 0f.5.92 pepege (6408 pfepels)
more than wholesale.producers. '

Despite this additional return, the numbers of producer-
retailers have rapidly declined in recent years, as Table 17 shows,
and most of those remaining also have wholesale contracts with the
Boards. The main reasons for this decline are the -

(1) high c?stg of bottling relatively small quantities of
milk, (22 :

(1i) inadequacy of the retail margin where delivery costs
~are high (especially in the rural areas where
producer-retailers are typically found).

PRODUCER-RETAILER NUMBERS, 1938/9 to 1960/1.

TABLE 17,

England and Wales
At 31st March Total With wholesale
ota contract

Main Scottish
Area

1939 61,880 23,900 2,883
1954 "~ | 26,880 21,900 79723
1955 | 23,867 18,800 1,615
1956 20,432 16,400 1,510
1957 17,674 14,700 1,433
1958 15,670 13,300 1,304
1959 -] 14,085 12,100 1,264
1960 12,873 11,200 1,218
1961 11,955 | 10,700 _ 1,227

. Source s Dairy Facts and Figures, 1961; M.M.B. England

and Walese
Scottish Dairy Facts and Figures, 19613 S.MeM«B.

(22) Under the Government's safe milk policies all milk sold
retail must be bottled. '




5. Channel Islands Milk.

Milk produced from cows of the Jersey, Guernsey and South Devon
breeds, and having not less than four per cent butter fat, is sold at a
premium to consumers. The premium is shared between producers and
distributors on an agreed basis. Special contracts are signed with
distributors setting out the seasonal price premium which will be paid
to producerse These premiums are collected by the Boards and passed
on to the producers concerned. Very little milk of this type is
produced in Scotland and Northern Ireland, and threequarters of that
produced in England and Wales is located in the southern regions.

Milk of this type now represents about seven per cent of the total
liquid supplye .

CHANNEL ISLANDS MILK, ENGLAND AND WALES, 1954/5 to 1960/1.

TABLE 18.

Value to producers
of premiums
contracts million million £ De Me
gallons litres million million

1954/5 Ne Qe 67.75 307.99 1.15 12.88
1955/6 Ne ae 79.75 362.54 1.63 18426
1956/7 Ne Qe 88425 401,18 1.8 20,87
1957/8 9,624 89450 406,87 1.85 20472
1958/9 94393 87,00 395,50 1,76 19,71
1959/60 9,415 94,96 431,69 2,28 25,54
1960/1 9,273 98,00 445,51 2,46 27655

Y Noe. .of Volume
ear

Source s Dairy Facts and Figures 1961; MMeBe England and Walese
Annual Report Quality Milk Producers Ltd., 1960

6. School and Welfare Milk Schemese

Under the Milk-in-Schools scheme pupils at all schools receive
one third of a pint (0.19 1.) of milk per day free. Under the
Welfare Milk Scheme one pint (0,57 l.) of milk is supplied daily to
nursing and expectant mothers and to children under five years of
age at approximately half the normal retail price.

The quantities of milk moving under these schemes and the total
cost of the welfare milk subsidies in recent years are shown in
Table 19. : '

These subsidies are primarily consumer subsidies in intent and
contente Nevertheless, they are clearly of importance to producers,
firstly because milk so consumed is counteéd as part of the standard
quantity and attracts the full guarantee, and secondly because, to
some extent, the habit of drinking liquid milk is inculcated in
children from an early agee o

7. Other Subsidiess

Milk producers receive one other specific subsidy in addition
to the price subsidiess This is under the Tuberculosis (Attested
Herds) scheme whereby producers are given special inducements and_(23)-
assistance to bring their herds and buildings up to T.T. standarde.
Payments are spread over six yearse. '

(23) Attested herds arc those in which the animals are free from
povine tuberculosise If the dairy buildings and methods are
also of an approved standard, the farm can obtain a licence to
sell TeTs milke




SCHOOh-.ANb WELFARE MILK, SALES AND SUBSIDIES, UNITED KINGDOM, 1955 +to 1961,

1955
1956
1957
1958
1959
1960
1961

TABLE 1G

VOLUME

SUBSIDY

' School milk

welfare milk

School and welfare
milk as proportion
total liquid
consumption

School milk.

;>We1fare milk -

million
gallons

litres

million

million
gallons

million
.litres

per cent

. &
million

De Mo
million

£
million

1 De Mo

million

£
million

De Me
@illion

Calendar

years

Year

endi

ng Ma

rch

5644
55.2
54,0
56,4
57.6
5644
5644

25644
250.9
2455
25644
261.8
25644
25644

169.2
172.8
177.6
181.2
184.8
190.8
19546

76942
78545
807.4
823.7 .
840.1
867.4
889,2

136.6
147.8
147.8
154.6
152.3
“151.2
150.1

29.6
3l.4
34.2
2449
24,5
2445
25.1

331.5
351.7
£ 383.0
27849
274.4
. 274.4
© 281,1

41.8
44,6
47.4
37.7
38.1
38,0
3845

Source s Dairy Facts and Figurss, 1962;

Monthly Digest of Statisticse

MeMeBe England and Walese
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Farmers can elect to receive the subsidy either directly, in
which case they are paid £2 (DeM. 22,40) per head of cattle for four
years and a further £1 per head for the next two years, or the sub-
sidy can be paid as an addition to the milk prices In the latter
event the payments are administered by the Boards and the payment is
2 pepege (2405 pfopols) for four years and 1 pepege for two further

“yearse The total cost of this subsidy for 1960/1 was £8.9 million
(DeMe 99.7 million) and the estim?teg cost in 1961/2 is put at
£7.5 million (DeM. 84.0 million).(24 :

" Payments under the Scheme will end in 1966, by which time all
milk will be of T.T. standarde All herds in the United Kingdom
are attested, and all the milk in Scotland and 93 per cent of that
in England and Wales is produced under T.T. licence.

Additionally milk producers also benefit from a host of other
grants and subsidies, though not ezclusively,  Thus, some 60 per
cent of the assistance given under the Small Farm Scheme has gone
to dairy farms, and a great deal of investment on dairy farms in
recent years has been financed by grants available under the Farm
Improvement Scheme. It is not known to what extent milk producers
per se also benefit from such subventions as the fertiliser subsidy,

ploughing and drainage grants. :

8. Publicity and Sales Promotion.

All five milk marketing Boards devote funds to the promotion
of sales of liquid milk and milk productss Total expenditure by
the Boards in 1960/1 was over £2 million, and expenditure in 1961/2
was even higher, '

PRODUCERS' EXPENDITURES ON SALES PROWOTION, 1960/1.

TABLE 20.

As proportion

Expenditure of turnover

Per unit of sales

£ Do Me ; pence pfennigs
million} million per cent per gallonl per litre

England and
Wales 1072 19026 0063 0021 0022
Main Scottish :
area Qe 13 1.46 0,43 Q.14 Q.14
Aberdcen and
District . 0.01 0.11 0.44 0.13 0.13
North of
Scotland '0.01 0.11 0.69 0.23 024
Northern
Ireland 0622 2,46 1.38 0.48 0.49

United
Kingdom

2.09 23.41 0065 022 ‘ 0.23

Source s Annual Reports and Accounts, year ended March 1961, Milk
Marketing Boards.

Each Board has its own sales promotion division, and in addition,
the England and dales Board contributes funds jointly wit d%stributors
and manufacturers to the National Milk Publicity Council, 25) which is

(24) Givi1 Estimates, 1961/2; Class VIII.

(25)

There is a comparable organisation in Northern Ireland, the
Northern Ireland Milk Publicity Councile
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a body representatlve of producers and the trade charged with the pro-
motion of milk, cream and English and Welsh cheesess The promotion
of English and Welsh local cheeses is done by a subsidiary of the
NeMePJCo called the Engllsh County Cheese Council. Distributors con-
tributions are raised by.imposing a specific publicity levy of a
fraction of a penny per gallon on milk sold by them in certain months
of the year.

All the Boards join with Commonwealth countries in promoting the
consumption of cheese, irrespective of origin or variety, through an
organisation called the Cheese Bureau.

Similarly, all five Boards are members of the Butter Information
Council, together with the dairying &ssociations of Now Zealand,
Austr?lii, Denmark, Holland, Eire, Sweden and Finland, and contribute
funds(26) for the promotion of sales of butter =~ again irrespective
of origin. :

(26) Contrlbutmns are levied at the rate of £1 for each ton of butter .-
‘manufactured in, or exported to, the United Kingdom (DeMe 11402
per metric ton).
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III., MILK DISTRIBUTION.

1. Distributive Channels.
R I
Milk may follow a variety of routes in moving from farms to consumersas
The most direct is sales of farm-bottled by producer-retailers, but these
now account for only a very small proportion of total saless By far the
major part of the milk destined for liquid market passes through the hands
of intermediate distributors.

It may go direct from farms to processing retailers where it is heat-
treated, bottled and delivered daily to houscholds, c¢r it may go first
through the hands of wholesalers who heat-treat and bottle it and sell it
to non-processing retailers. An additional stage may be passed through
by milk from arcas remote from centres of population, which is firet
assembled, tested, cooled and bulked at country depots before passing to
wholesalers or processing retailers. The depots play an important part
in balancing supplies, and most manufacturing of surplus milk is performed
in depots.

However, the full distributive pattern is more complicated than this
since some depots also process milk, most wholesalers also sell retail and
- some manufacturing is undertaken by processors.

Figurds 2 to. 4 give details of thequantities of milk moving along
different routes in the year ending the 3lst March, 1961, and Table 21
illustrates the trend towards functional specialisation which has occurred
in recent years. :

In at least two important respects the pattern of distribution is in=-
fluenced by the system of remuncrating distributors described in the
previous section, :

Under these arrangements a processer pays no more for milk which
passes first through depots and arrives on his premises in bulk in tankers
than he pays for milk arriving directly from farms in churns.  Since bulk
supplies are in cvery way more convenient and since the ex-farm allowance
0f 0s375 pepegs (04385 pfepels) is not adequate to cover the costs of pro=~
viding churns and receiving milk, there is no encouragement for processers
to take ex~farm supplies. This has led to a situation in some areas
where milk is making unnecessary journeys; that is, an unduly large pro-
portion of liquid milk moves through depots, thereby increasing the costs
of distribution. ‘ .

DISTRIBUTION OF LIQUID MILK BY SECTORS, ENGLAND AND WALES, 1950 to 1959,
(as in. June)

TABLE 21,

1950 { 1955 | 1959
As porportion of total 1liguid sales (%)
Heat- Un- Heat= Un= Heat=| Un=

troated|treated |TOF3 itroated! treated » %W troatat

Producexr-
retailers Oe7 107 11.4 0.8 . 56 6.4 0.7
Depots 0.7 - 0e7 1 Q45 0.1 0.6 0.8
Processérs| 58l 1.1 59.2 | 6345 0.7 | 64,2| 6449
Non=-
processing : :
 retailers| 20.7 | "8s0 28.7 | 26,1 2.7 | 2848 28,0 1.4 29.4

TOTAL 80s2 19.8 {100.0 | 90.9 9,1 |100,0{ 94.4 546 [100s0

Source s STRAUSS, E.; The Structure of the English Milk Industry;_ Jour.
Roy." Statse Soces Vol 123, Pte 25 19602 ppe 140-173, '
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FIGURE 2.

MILK FLOW CHART __ - ENGLAND AND WALES

Twelve months April, 1960 -~ March, 1961,

Million Gallons and Million Litres

TOTAL SALES

OFF FARMS
1,951 (8,869)

A\ V4

PRODUCER~ FARMHOUSE
RETAILERS \\74 CHEESEMAKERS
65(1) (295) WHOLESALE 16 (73)
PRODUCERS
1,870 (8,501)

| 960:(4,364)
835 L
(3,796) DEPOTS ]

e 320 1,067 (4,851)
PROCESSING DAIRIES NasVezr iz T i
Manufac- |For liquid 0046 969(2587)4 ’

Manufac~

market
50 1537) 1203 (5469) I

| 109
302 (1,373) (@96)
Caz

Vo,

NON-PROCESSIN

RETAILERS
411 (1,868)

|
411
(11868)
AN /4

10
(45)

CONSUMERS: OF LIQUID MILK
1,387 . (6,305).

(1) Includes farm bottled milk sold to other distributors and not

direct to consumers’ but excludes milk purchased from the
Board to supplement producer-retailers' own production,

Source : Thorold Committee report;‘ op. cit.; = Appendix.,
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FIGURE 2, .

MILK FLOW CHART -  SCOTLAND

Twelve months April, 1960 -~ March, 1961,

Million Gallons and Million Litres.,

TOTAL SALES OF
| FARMS
240 (1,091)

/ \V
PRODUCER-~ ' FARMHOUSE
RETAILERS CHEESEMAKERS

17Q1)  (77) WHOLESALE 1 (5)
PRODUCERS
222 (1,009)

|17
"?Bazf"iL
DEPOTS
117 (532)
105 For liquid| Manufac-
(477) market tured
17 (z7) 100 (455)

5
RETAILERS AND WHOLESALERS ,(J&)
116 (527) |

Manufactured] For liquid
4 (1€) market
, 112 (509)
1{2 :
(55%) . (20
\lz

CONSUMERS OF LIQUID -MILK

1351
(614,

(1) Includes certified milk sold to other distributors and not
direct to consumers, but excludes milk purchased through -
the Boards to supplement producer-retailers' own production.

Source ¢ Ibid.
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FIGURE __ 4,
MILK FLOW CHART -  NORTHERN IRELAND

Twelve months April, 1960 - March, 1961,

Mi;lion Gallons and Million Litres.

OTAL SALES OFF FARMS
112
(509)

/
-PRODUCER~RETA ILRS WHOLESALE PRODUCERS
(1) JSSU—— 109
14) (496)

46

(20p)
OEPOTS AND FACTORIES
60 (273)
For liquid | Manufac-

market tured
4 (18) 56 (25%)

PROCESSING DAIRIES
67 (305)
Manufac- | For liquid|

d market
178 |36 (169) NON-PROCESSING

RETAILERS
l 1——1 L 16 (73)
20

(91) 1|6

J, (73)

 CONSUMERS OF LIQUID MILK [

39
(177)

1
Sy Includes 2 million gallons supplied by producer-retailers to
distributors.

Source 3 Ibid.
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This distortion is much more acute in England and Wales than in
Scotland and Northern Ireland, mainly because the Boards in the latter
areas own most of the depots and have used them principally for the
manufacture of productse The proportion of sales for liquid con-

sumption passing through depots in 1960/1 was as follows =

‘England and Wales eee 40 pef»cent
Scotland - eee 8 per cent.
. Northern Ireland ‘ses 11 per cent.

' : - ed ‘ :

The - Thorold Committee has recommeng that the flow of milk direct
from farms to processers.should be encouraged by making the ex-farm
allowance more generous, and by making processers who prefer to,
receive bulk supp%ief from depots pay for the added convenience out
of their margins.(27 o

A second distortion in milk distribution has arisen from the
.anomalous situation existing in England and Wales whereby different
_allowances are paid for the heat-treatment and bottling of milk
according to whether these.functions are performed by wholesalers.or
by processing-retailers. Thus the allowance for heat=-treatment and
bottling is 1o75 pepege (1080 pfepels) if done by a processing
‘retailer, and from 2 to 2§ pPepegs (2.05 to 2495 pfepels) if done by
a wholesaler who then sells the milk to a non-processing retaliler,
(see Table 15). : '

To the extent that this has impeded the integration of the two
functions, too many small retailers and an unnecessarily ‘specialised
. distributive industry have been perpetuated, and the cost of liquid
milk distribution to the Exchequer (and ultimately to consumers)
has been higher than necessary.

, The very sensible remedy proposed by the Thorold Committee is
to combine the wholesale allowance.and the retail margin into one
overall distributive margin, and to let competitive forces deter-
mine the functional structure of the distributive industry and the
allocation(gg)the margin between processing ard non-processing .
retailers. This, broadly, is the situation which already -
exists in the Scottish Board areas. -

2. Structure.

The information available on the structure of the milk distri-
butive industry is fragmentary in so far as there 1s insufficient
. data to permit the enterprise structure of the industry to be related
precisely to the flow charts shown in Figures 2 to 4.  Also, there
- are virtually no data.available for Scotland and Northern Ireland,
or for the United Kingdom as a whole. Furthermore, nothing is known
about the size distribution of non-processing retalling businessesy
of which there are thought to be about 7,000 in Great Britain,

A . _ . :
However, for England and Wales, the numbers of establishments
and. organisations engaged in the three broad functional activities
of buying ex-farm supplies, processing milk for liquid consumption -
- (heat=treating and bottling) and manufacturing surplus milk into
products are known, and so is the size distribution of the firms :
within each division. This information is summarised in Table 22
It will -be appreciated .that there is considerable overlapping between
 these divisions; processers are involved in manufacturing, though
. mostly this‘is done at country depots, and depots also heat=treat and
‘bottle some milk. T e oo ' . oo

‘27) fhoro1d Committee Reporti op. cite, para.'bl, pe 164

628)_Ihorold Committee;Repprti' op. cite, parae ldo,>p.A25;‘
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STRUCTURAL CHARACTERISTICS OF THE MILK INDUSTRY.

TABLE 22,

(various intervals, 1959)

As.  proporticn of

total

. Size
Group(1)

Ex=-farm purchases
(Agril):

Processed milk
sales
(June)

Manufacture
(year to
September)

Numbers

Throughput | Numbers |Throughput

Number s{ Throughput

Small
Medium
Large

Very large

% % %

Size distribution by cstablishments

%

3.6
34.5
22,6
39.3

41.9 -
48.1
6.9
3.5

4.1
42,4
21.8
31,7

64,
2

.

Total

100.0 100.0 100,0

5
7
3.
0

100,

Absolute
totals

m, go
10,2
m, 1.

682.8

m.g.
111,1
m.1,

505,1

890

404

Small
Medium
Large

Very large

% %

Size distribution

P4

by organisations

57
m

3.1 60.6
12.1 35,3
9.3 3.2
75.5 0.9

3.8
17,4
10,3
68,5

78,2
17.1
1.9
2.8

Total

100.0 100,0 100.0

Absolute
totals

m.g.
150.2

m.1,
682.8

m.g.
111.1

m.1,
505, 1

(1) The size groups

Small
Medium
Large

Very large

Source ¢ STRAUSS,

E.;

arc defined as follows :-

Ex-farm intake and processing

Manufacturing

(galdons per day)

loss than 1,000
1,000 - 9,999
10,000 - 19,999
20,000 and over

op. cit.

(million gallons

year)

less than 0,25
0.25 - 2,99
3.00 -~ 5.99

6.00 and over

per
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Despite these inadequacies in the data the overall structural

pattern of the distributive and manufacturing industry is clear.
The outstanding characteristic is a ‘high degree of concentrations
At the enterprise level, the picture is of an industry with many
small establishments accounting for a negligible share of the total
velume of businesst a large section of medium sized establishments
whose numbers correspond to their share of total volume: and an
"ypper tenth" of large and very large establishments responsible for '
over one half of the strategic processing function, over 60 per cent
of ex-farm purchases and two thirds of manufacturings = The economic
power structure of the industry is even more concentrated, with
large and very large organisations dominating 80 to 90 per cent of

each activity.

This is the national picture. At the local level also there
is typically a high degree of concentration. The normal situation
in most towns and cities is for a major part of the milk supply to be
heat-treated and bottled by not more than three processing firmse

An additional important structural attribute about which there
are no precise quantitative data available is the degree of vertical
"integration within the industry. However, this is known to be
. extensives : U

Although the industry has become progressively more concentrated
with time, and especially in recent years, the situation facing milk
producers in the 1920's was essentfially similar to that outlined
above. The distributive trade, especially at the strategically
placed processing stage, has long been dominated by large organisa=
tions, and the need to countervail theirx considerable market power
was a prime reason for milk producers combining together to influ-
ence the marketing of their product. ° Tozday, with two private
organisatiors and the consumers co-operative movement dominating
milk distribution, the need for producers to form centralised bar=
gaining organisations would be even more imperative, and would |
doubtless occur even if the Agricultural Marketing Acts had never
been brought into existence or were now to be removed from the
Statute booke ’

3. Restrictive Practices.

It is not proposed in this section to detail the restrictive
practices which are operated in the milk industry, but merely to
-state the position of the milk Boards and the distributive trades
in relation to anti-monopoly legislation.

. The major legislative instrument in this field is the Restric-
tive Trade Practices Act, 1956. Under this Act all agreements
between persons or partles accepting restrictions on 1

(1) prices to be paid, quoted or charged,
(ii) the terms or conditions of transactions,
(1i1) quantities to be offered or purchaseds .

(iv) persdns with whom transactions may be conducted, and

'(v) the areas or blaces.in, or from-Which goods may be
supplied, .

must be registered with a Registrar of Restrictive Practices. Agree-
ments are subject to examination by a Restrictive Practices.Court,
and the Court may declare agreements void if they find them to be
"against the public interest".
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The essence of the situation with regard to agricultural.produ-
cers' marketing organisations formed under the aegis of the Agricul-
tural Marketing Acts is that they are exempted from the provisions of
the Restrictive Trade Practices Act, Section 8(1) of which states
that the Act "does not apply to any agreement which is expressly au-
thorised by an enactment, or by any scheme, order or other instrument
made under any enactment". That is, since producers are expressly
allowed under the Agricultural Marketing Acts to combine together to
restrain competition amongst themselves, to fix prices, to dictate
terms and conditions of sale, and to determine to whom and through
whom sales may be made, they cannot be prevented from so doing under
the Restrictive Trade Practices Act.

. In the same way, since Section 66 of the Milk Marketing Scheme
(Amendment) Order 1955 expressly stated that the Boards must consult
with distributors and manufacturers in a Joint Committee on prices
and other matters pertaining to the sale of milk, agreements reached
between the parties are de jure exempted from registration and regu=-

lation by the Restrictive Practices Court.

In contrast, restrictive agreecments which are not specifically
sanctioned must be registered, and are liable to be declared void.
_ For instance, agreements between local milk retailers on quantity
discounts a?ggyhe sharing of market territories have had to be
registered. So too have agreements between manufacturers of
milk products on such matters as selling prices and quantity
discounts.

An interesting feature of many of the agreements in the milk
and milk products industry is the claim that they owe their origin
to the emergence of the Milk Marketing Boards and the need to
countervail the Boards' powers as monopolistic suppliers of milke.
However, it is clear that most of the agreements go far beyond the
need to present a united front to the Boards, and aim primarily at
restricting horizontal competition in their own markets.

(29)

Many of the market area sharing agreements have grown out of
the schemes for rationalising retail distribution which were
carried out during the war,




IV. TRADE IN MILK PRODUCTS.

Details are given in Table 23 of the full tariffs levied by the
United Kingdom on major categories of milk products. Imports from
Commonwealth countries, South Africa and Eive enter duty free, and
exports from E«FeT.As countries of canned sterilised cream and blue
veined cheese have had the right of duty free entry since July, 1960.

Tables 24 to 30 summarise the recent pattern and balance of
trade in the main categories of milk productss, The important
features revealed by this data are

(i) the (unique) dependence of the United Kingdom on
imported supplies of the main milk products and
particularly of butter and checses

(1i) that major shares of the United Kingdom butter and
cheese markets are held by New Zealand, Australia
and Denmark,

(iii) the relatively more rapid growth of butter and
cheese supplies from countries other than the
three mentioned above, and the wide year-to=-year
fluctuations in imports of butter (and to a
lesser extent of milk powders) from these minor

- suppliers, '

(iv) the growth in' domestic production of butter and
cheese, and in the share of the market for these
commodities held by domestic producers.

Factors relevant to the interpretation of these trends include firstly,
that New Zealand, Australia and Denmark owe their dominant position in
the British market primarily to their genuine ability to produce low
cost dairy products. Secondly, the two former countries have undoub-
tedly benefitted from the tariff preferences they enjoy. Thirdly,

the tendency for their market shares to decline in recent years has
been mainly due to the dumping of dairy products (especially butter)
on the British market by a number of minor.suppliers, and by the sub-
sidised ‘diversion of an increasing proportion of an enlarged supply of
domestically produced milk to manufacturing utilisations, (Table 30)e
Fourthly, Eastern Area countries haye. had their market shares restric=
ted by the imposition of quotas. 30 ' )

The dumping of butter, and to a lesser extent milk powder, on the
British market has been a recurring feature of trade in recent years,
and counter-dumping measures have been periodically-imposed on repre=
sentation from the major traditional suppliers. These culminated in
a decision by the Government to temporarily restrict ‘imports during
the six months October 1961 to March 1962, and to allocate the quotas
shown below for the twelve month period ending March 1963. It will

(30) Quotas on imports of dairy products for Eastern Area countries
"~ in effect for the 1962/3 year are
metric_tons £'000 D.M.'000
Bulgaria - Butter 1016 .s .e
Cheese ' ‘oe 50 560
Hungary - Butter 12032 .o ..
Cheese : ) 20 224

. Poland - Butter : '+ 20320
. ' Cheese oo
Roumania = Butter 310 .e oo
Cheese ee 25 . 280
Peoples = Butter .o 100 - 1120
Republic Processed . .o 25 280
of China Milk ‘ :

35 392




TABLE 23.

IMPORT DUTIES ON MAJOR TYPES OF DAIRY PRODUCTS, UNITED KINGDQM, 1962.

Section Nos

Product Code No.

Description

Full Duty

04.01

o4.02

11902
11001
11101

11101
11101

11121
11141

11201, 11221,
11241, 11271

Milk

Cream : Fresh, unsweetened

Preserved, sweetened
Preserved, unsweetened

Canned 1)
Other
Butter (l)
Cheese : Bluc-veined
" Other
Condensed Milk ¢ Unsweetened whole

Sweetened whole

Sweetened, separated or skimmed
Milk powder : Sweetened :

Not more than lO% sweetenlng

matter

10-50% sweetening matter

Other
Milk powder and othér preserved milk

10%
10%
Not less than 10f% including sugar duty.

10%

10%
15s. per cwt. (D.M. 165 per motric ton)
» 10% -

15%
6se. per cwte (DoM. 66 per metric ton)
5s. per cwt.(z) (Dode 55 per metric ton)
Not less than 10% including sugar duty

5s. 4d. per cwt.( ) (D.M. 53 per‘?e%flc

3s. 4d. per cwt.( ) (Debis 33 per meSrlc
ton

6s. per cwt. (2) (DeM. 66 per metric ton)
6s. per cwt. 2) (DM 66 per metric ton)

(1)

No duty on EeFe«TesA. suppliess,

(2) Plus sugar duty. Commonwealth products incur preferential sugar duties at only 50 per cent of the full rates.

Source : HeMe Customs and Excise Tariff.
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- be seen that the main weight of the quotas has fallen on.minor suppliesj
quotas for New Zealand, Australia, Denmark and Sweden are either virtu-
ally the same as sendings in 1961, or are increased.

1961 1962/3
shipments quota

000 metric tons

- New Zealand - 15847 . 15845
Australia - 60,0 . 6340
Kenya Qe6 . 1.7
South Africa 12,1 240
Denmark 95,4 93,0
Sweden , 2.4 447
Norway 2.1 1.7
Austria 1.2 . 1.7
Eire 1542 12.2
France , 1640 2.4
Netherlands 16,1 1442
Finland 1345 11,7
Argentina 11.4 : 9.7
Poland " 20.4 1643

- Others . 4.8 3.5

na——

TOTAL " 430,0 39642

S ——

This movement towards market regulation by quota, although moti=
vated primarily by the desire to raise Commonwealth and EeFeTeAs
countries earnings, is, when coupled with the decision taken following
the 1962 Review that henceforth the price of liquid milk will cover the
full cost of the guarantee, symptomatic of a trend in agricultural
policy towards shifting the cost of farm income support from the
Exchequer to the consumer.

Most of the complaints concerning dumping made by Commonwealth
and E+FeTeA. countrics to the British Goverment have been directed
primarily against third countriess. However, there.is no doubt: that
subsidised production of marginal supplies of dairy products from
domestic sources has contributed to their difficulties, and the
Government has on occasions specifically stressed the undesirable
consequences within the Commonwealth of the continuing increase in
dgmestic milk output, most of which must be manufactureds

Finally, Britain's uniquely low degree of self-sufficiency in
milk and milk products is worth emphasising.  Domestic milk supplies
currently account for only 52 per cent of total consumption (expressed
in terms of milk equivalent) and though the degree of autarchy is
higher than it was before the war (Table 31), most of the increase
occurred by 1950, since when the rate of growth of self-sufficiency
has been only moderate. The United Kingdom remains the only large
market for exports of dairy products in Europes And, of course,
this fact, together with the growing exportable milk surplus in the
E.E.C. and the adverse effect on consumption which may result from
the E.E.C. dairy products price policy, represents a danger to the
trade of Commonwealth countries should Britain join the E+E.C.




UNITED KINGDGM IMPORTED AND DQMESTIC BUITER SUPPLIES AND EXPORTS, 1954 to 1961.

TABLE 24. s . 000 metric tons
1955 1956 1960 1961

IMPORTS 3
Major traditicnal suppliers , -
New Zealand 123.7 15843 ' 149,3 158,7
Denmark ‘ 86.2 89.8 99.8 9544
Australia 74.4 | 77,0 59,3 60.0
Total 284.3 308.4 314.1
Minor traditional suppliers '
Eire 7.3 15,2
Argentina _ 15,7 11.4
Finland = : 22.7 13.5
Netherlands 17.6
Poland ' ) 21.7
Sweden 4

.
N

(o))
(O}
-
Q
\O |
o
N

Total
Occasional suppliers
Canada
Austria
Hungary -
France
Norway
U.S.A,
Other
! Total
| TOTAL IMPORTS . . 414.8
UNITED KINGDOM PRODUCTION 15. 1445 38.0
TOTAL SUPPLIES 327.4 385.2 42146 452.8

EXPORTS AND RE-=EXPORTS T 4.3 . 3.6 2.4 2.7
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Source 3 Commonwealth Economic Committee Annual Reports and Monthly Intelligence Bulletins; various.




PERCENTAGE. SHARES OF UNITED ' KINGDQW BUTTER SUPPLIES, 1954A to 1961.

TABLE 25. Per cent

suppliers | 1954 | 1955 1957 1958 1959 1961

Major: traditional . 82.9 0648 71.8 6946 TTe4 6545
Minor traditional . 847 648 18.7 20.3 13.8 . 1645

Occasional 0.9 1.8 - 1.0 3.6 5.4 77

Total imports ' 95.4 9344 91,5 9646 ' 89.7

United Kingdom production

TOTAL SUPPLIES : ' " 100.0

Source 3 Commonwealth Economic Committee Annual Reports and Monthly Intelligence Bulletins; various.




UNITED KINGDQM IMPORTED. AND DOMESTIC CHEESE SUPPLIES AND EXPORTS, 1954 to 1961.

TABLE 26, e : . '000 metric tons
1954 1955 1956 1957 | 1958 1960 1961

IMPORTS
Major traditional suppliers . - | .
New Zealand 925 828 91,2 81.9 T8e6 81,0
Australia 17.9 20.1 12,7 6e7 15.4 15.1
Denmark 9.5 10.7 11,4 10.2 10,2
Netherlands - Tb 7.2 9.1
Canada 1.9 406 ] 6.8
Total - : 129.4 - 127,1 11447
Minor traditional suppliers '
Italy 0.8
France’ <0e7
Switzerland 0.8
Norway 0.3
South Africa 1.0
Tctal 3.7

ONON N
. e L]
O

i -
N
{ ]

1.8 l.1
0.8 0.7
0.9 0.9
2.1 2.3

.
NI O 0 0O

>

wOO?OO

Se7 5.0

All others 3.9 0.8

(@]
.
(o0}

TOTAL IMPORTS . 13647 120.5

UNITED KINGDOM PRODUCTION . 96.7

TOTAL SUPPLIES 217.2

.EXPORTS AND RE-EXPORTS _ 5.9

Source : CeE«C. 0p. cit.




PERGENTAGE

SHARES OF UNITED

KINGDOM CHEESE SUPPLIES, 1954 to 1961,

TABLE 27.

Per cent

Suppliers

1958

1959

1960

1961

Major traditional
Minor traditional

Others

52.8
2.3

0.4

5447

3.8

4949
3.7

1.4

4845

Total imports

5545

535.0

Domestic production

TOTAL SUPPLIES

Source i CeE.C. cp. cit.




UNJTED KINGDOM IMPORTED AND DOMESTIC COMDENSED IMILK SUPPLIES
AND EXPORTS, 1954 to 1961,

TABLE 28, 000 metric toi:s
g 19556 1957 > 1959 1960 1961
|

(i) Unsweetened

IMPORTS

Netherlands 0.1
- Denmark 0.1
Others .4 +

TOTAL IMPORTS 5 0.2

UNITED KINGDOM
PRODUCTIGN

TOTAL SUPPLIES 162.6

EXPCRTS AND
RE-EXPORTS

102.4

i, a, 10,3

(ii)  Swecte

IMPORTS
Netherlands 0.2
Denmark + .
Others 2 0,4 +

TOTAL IMPORTS 0.6 0.8

UNITED KINGDOM 57° '/ 54'6
PRCDUCTION

TOTAL SUPPLIES 58.3 | 55.4

EXPORTS AND . )
25, .8
RE~EXPORTS 3| ®

Sweetened

IMPORTS
Netherlands 0.1
Denmark -
Eire . 0.4
Others +

TOTAL IMPORTS 0.5

UNITED KINGDOM
PRODUCTION

TOTAL SUPPLIES

EXPORTS AND
RE-EXPORTS

Source : C,E.C.; op. cit.
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UNITED _KINGDOM IMPORTED AND DOMESTIC MILK POWDER SUPPiIE§'
AND_EXPORTS, 1954 to 1961,

TABLE 29 o ' ' 1000 metr]

\

c tons

1956 | 1957 | 1938 1960 | 1961

Unsweetened

IMPORTS
Australia
New Zealand
Eire
Denmark
Netherlands
Others

TOTAL IMPCRTS 8.5

UNITED KINGDOM o1.8
PRODUCTION °

TOTAL SUPPLIES] 30.3

EXPORTS AND ‘

(i1) : unsweetened

IMPORTS : |
Australia 8.9 6.6
New Zealand | 32.1 34.4
Eire + 3.8
Denmark 0.5
Netherlands -
Cthers . +

TOTAL IMPORTS

UNITED KINGDOM
PRODUCTION

TOTAL SUPPLIES
EXPORTS AND
RE-EXPORTS (1)

13,5

IMPORTS
Australia
New Zealand
Netherlands
Others

TOTAL IMPORTS

UNITED KINGDOM
PRODUCTION

TOTAL SUPPLIES

(1) Includes buttermilk and whey powder,

Source s C.E.C.5 op. cit.
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EHODUCTION AND UTILISATION OF WHOLE MILK IN THE UNITED KINGDOM,‘i954 to 1961,

TABLE 30, Million gallons

Y,

Description 1954 1955 1956 | 1957 | 1958 | 1959 | 1960 | 1961

‘Liquid consumptionf 1516.0 [1515,0 |1520,0 1503.7|1517,8)1537,2| 1558.8| 1583,5

Manufactured :
Butter 112,8:] 82,7 | '141.6] 190,4| 166.1 209.6] 271.4
Cheese : )

Factory 180.8 220.4 254,0f 208,5 237.3] 243.0
Farmhouse 7.8 9.7 11.1} 12,3 16,3 18,9
Milk powder 36.0 54.6| 52.0 44,3 44,4

Unsweetened con=-
densed milk 57.2 62,0 61.4
Sweetened con-
densed milk : .
Canned 23.1 20.9
Bulk 9.7 | 10.3
Chocolate crumb : 4 ( 39.6] 40,4

Fresh cream 19,8 23.9 55,7 66.3
Sterilised cream 14,2 | 13.5 ‘ 16,90 14,5

Other . .
manufactures 3.9 4,7 8.0 10,4 13,4

Total manufactured 427.2 | 609,3| 697.0 . 724,1] 804,.8

TOTAL SALES' 1942.2 |2129.3| 2200, 7 2283,0| 2388, 3

Manufactured as % % % 3 %
proportion of
total sales 22,0 28,6 31.7 31,7 33,7

Million litre
Liquid consumption 6887.2 |6909.9|6835,9|6899, 7 7086,5|7198,6

Manufactured 3
Butter 376.1 | 643.5| B65.5| 755.2 953,0]1233,8

Cheese
Factory 620,6 [1001.81154,.6| 947.6 1078,9|1104,7
Farmhouse 36.7 41,11 50,3] 56.0 73.9] 85,9
Milk powder 178,3 | 248,0| 236.5f 220.6 201,3} 201.8
Unsweetened con=

densed milk . 260,1| 266,1 7| 282,0] 279,1
Sweetened con~
densed milk 641,2
Canned . 108.7] 85,0 105,1] 95,0
. Bulk . v 41,6 34,5 37.8] 43,9| 46.8
Chocolate crumb 222.1] 198.,8| 177.6 180.1A 183.6
Fresh cream 61.3 90.2 | 108,5{ 130.7| 168,6] 210,0| 253,3| 301.4
Sterilised cream| 47.2 64,3 61.2| 62.0] 69.2] 73.1] 72,91 65.9

Other
manufactures 10.1 17.9 21.4f 36.4] 37,1} 47,01 47.4] 60,9

Total manufactured| 2103.9 [1942,2 |2769.7/3168.5| 2838.7|2413,7|3291.,8/3658,9
TOTAL SALES 8995.6 |8829.4 |9679.6|X004,4|9738,4|9402,0/0378,3[1857.5

Manufactured as % % % % % % % %
proportion of

total sales 23.4 | 22,0 | 28.6] 31.7y 20.1| o25.7| 31.7| 33.7

Source s Commonwealth Economic Committee Annual Reports and Intelligence
Bulletins; various, )
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SELF-~SUFFICIENCY IN MILK, UNITED KINGDOM AND EUROPE,

TABLE 31.

' Domestic Trade Net.
Country/Area output halance |[availability Autarchy (1)
1960 1960 1960 - coefficient
mill, {mill, |mill, |mill, {mill. {mill, |Pre=-
} galls.t litred galls.|litresigalls.|litres| war 1950 1960
United Kingdom 2707 12306 + 2482] +11283] 5189{ 23589 -~38| 50| 52
Eire 634 28824~ 42|~ 191|592 2691} 127| 102 107

Biitish<Isles 3341 15188 + 2440 +11092| 5781] 26280(. 45| 55| 58

Denmark 1153 5242 - 729~ 3314] 424| 1928 263} 310 272"

Finland 7390 3359 - 195/~ 886 - 544 2473| 124| 102| 136

Noxway . 379 1723 - 59|~ 268| 320| - 1455 103| 108| 118
~ Sweden _ 83g| 3810 390~ 178| ..799| 3632{ 118| 109| 105
Scandinavia 3109 14134 - 1022| - 4646 2087] 9488 142| 149

West Germany ] 4113] 18698 + 344/ + 1564| 4457f 20262 91 - 92
France 4839 2199¢ 8Qf -+ 364| 4759 21634 97| 102
Italy =~ ' 2274 10334 178 809| 2452{ 11147 100p 93
Netherlands . 1463 6651 - 679~ 3087 - 784| 3564 196} 187
|  Belgium/Lux. . 876] 3982 56|+ 255 932| 4237| 79| 94

E.E.C. . [ 13565] 61667 823| 13384| 60844 100

 Austria . |- 609| o768~ 36~ 163| 573] 2605 99| 106
Switzerland 665 3023 s51{- 232| 614 2791} 97
Western Europe 14839| 67458| - - 1218 14571| 66240} 100

Total Northern and

Western Europe 18582| 84474 - 13! 6055| 17250| 78419 106
excluding United . . . » :

Kingdom

[

(1) Ratio domestic output of m11k and total avallablllty (1n m11k equivalent)
x 100, ) .

Source s STRAUSS, E. and BATEMAN, D.I.; Economic Trends in British.and
‘ Continental Dairying; Jaur. Soc, Dairy Tech.; +Vol, 15, No, 5,
1962; pp. 138-153. '

AVERAGE 1959 and 1960,

TABLE 32, o ?er‘cent

Exports of " Expoggs gg Ug%ted

Butter Cheese Butter Cheese

~as proportion total
exports these
conmodities

New Zealand 17.5 . 92,0 . 93.3
Australia 2.7 4 05  |. 710 ;o 17.8
‘Denmark T 1.5 83.7 - 13,6 |

Sweden - | o.3 27.4 S 14,2
Eire i 0.5 92,0 100.0
Argentina . n.a. 70.0 n.a.

as'proportion total
exports

Source k‘C.E.C. "Daify‘Prpduce“ 1961,
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V. PROBLEMS _AND - PROSPECTS,

Broadly defined, the two major problems with which milk producers
are having to contend are those associated with the overproduction of
milk on the one hand, and the consequences of the United Kingdom
joining the European Economic Community on the other. These are-not
entirely separable and, indeed, producers regard both issues as being
highly inter-related,

1. Overproduction,

Throughout the last decade the total output of milk has grown
faster than liquid consumption (plus the necessary reserve) so that an
increasing quantity has had to be diverted to manufacturing uses
(Table 30?. This had a variety of consequences,

So far as producers are concerned, the arrangement whereby the
price guarantees are related to a standard quantity of milk has
resulted in the low realisation prices on manufactured milk (Table 13)
being reflected in a dilution of their pool prices (Table 8), This,
in conjunction in recent years with lower guaranteed prices and
~rising prices of inputs, has brought about significant reductions in
the profitability of milk production (Table 33), despite continuing
increases in yields and improvements-in technological efficiency.

As a consequence, the number of registered milk producers has been
falling, though at different rates in the five Board areas, and rather
slower than average in the regions of England and Wales where climate,
topography and farm size keep the opportunity costs of milk production
relatively low (Tables 34 and 35). However, herds going out of milk
production have been offset by increased yields per cow and by an
increase in the number of cows kept in the remaining herds, so that
total output of milk has continued to rise, These trends are
illustrated for England and Wales in Table 36.

The production of milk in excess of the liquid demand has béen
uneconomic for the industry as a whole in so far as the revenue
obtained for the surplus milk has been less than the cost of the
additional resources = cows, buildings, feed, etc. = which have
been devoted to its production. This is a consequence of the Boards'
price~pooling arrangements, under which the true marginal value of
additional milk is obscured from the individual producer,

In dddition to the effect of overproduction on producers' prices
and incomes, the manufacture of surplus milk into products has exacer=~
bated the balance of payments problems of countries which have
traditionally supplied low-cost milk products to the United Kingdom,
Furthermore, a large (but unknown) proportion of the additional investe
ment in manufacturing plant and facilities in the United Kingdom which
has had to be made in recent years in order to dispose of surplus milk
(Table 37), would never have occurred if prices to producers had borne °
any but the most tenuous relationship to the marginal value of their
milk,

Unless there is some radical change in costs, in the system or
level of support, or in the Boards' pricing policies it would seem
that total output will continue to increase faster than liquid consump=-
tion for a number of years, despite the depressing effect this will
have on pool=-prices. The reasons for anticipating this perverse
response are numerousy.  but amongst the most important which may be
cited are that a high proportion of total costs of milk production on
existing farms is fixed, many producers are not operating at optimum
levels of output and marginal costs are well below existing pool prices:
the assistance given under the Farm Improvement and Small Farm schemes
is inducing investment in a further expansion of milk production: milk




TRENDS IN THE PROFITABILITY OF MIIK PRODUCTION, ENGLAND AND WALES, 1950/1 to 1960/1.

TABLE 33.

Per ) ) L Pence per gallon Pfennigs per litre

Itemised Costs . _1996/7 / )
R ) A T 1950/1| 1956/7| 1960/1| 1950/1] 1956/7} 1960/1

Purchased foods - 22 29| 325 | 8.6 | 7.6 | 8.8] 9.0
-Homegrown foods 17 18 1 202 5.3 1 . © 6.0 5.4 4.7
Grazing : 6 67 .9 ] 101 - ' 2,7 | . 2.0 2.8 2.9
Total foods © | 48| 1504 | 56| 627 16.6 15.5 | . 17.0 | 16.6

Labour (1) | 17| 190 | 21| 23 6.1 57| 6.3]|- 6.4
Other costs : 11 123 | 161 179 , , 4,5 ‘ 3.8 4.6 | 5.1

Net farm costs(2)3) | 73] 818 | 93| 1042 _. 2 |- S 25.0| 279 | 2.1
Returns from milk(4) : 1061 1187 | 123 | 1378 |1 . 36.0| 34 3%.2| 37.0| 35.5

‘ Management and inve#tment income 33 369 30 A336 2 - 10,9-| 8.8 11,2 9.1 7.4

(1) Inciudes family labour (£9.5 per cow, D.M. 106, in 1960/1).
(2) Value of calves dedﬁcted from gross costs.

(3) The range of costs in 1960/1 was as follows :
Net farm costs )
P.p.g. - Proportion of herds -
Less t —E_' 20 . 3.8
20 and under 24 .
24 and under 28 .
28 and under 32 Co- .
32 and under 36 : 7.
36 and over
Total 1

(4) Average yield per cow was as follows : I
: 19504 1956/7 1960/1

Gallons - 721 821 831
Litres - - ~3278 3732 . 3778
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NUMBERS _OF REGISTERED MILK PRODUCERS IN THE UNITED KINGDOM, 1957 fo 1961,

TABLE 34,

Milk Marketing Board .Areas
Year to England Aberdeen|  North :
: Main Northern
1 3lst March and Scottish and of

Wales District| Scotland Ireland
1957 136459 7404 610 . 423 22280 167176,
1958 132283 7270 609 407 22080 162599
1959 126780 7134 609 390 21526 156439
1960 123137 7040 602 380 20530 151689
1961 119891 6918 593 378 20139 147419

Average annual : :

% decline. -3.4 -1.7 -0, 7 -2,9 -2.5 -3.2

1957-1961 (1)

(1) Compound rate, .
Source : Annual Reports and Accounts of the Boards, various years,

United
Kingdom

- NUMBERS_OF REGISTERED MILK PRODUCERS IN ENGLAND AND WALES, 1957 to 1960‘1)

TABLE 35,

.| Average annual
Region 1957 % decli?e
- 1957-1961(2)
Northern 15110 -3.9
N. Western 27460 g : -4,1
Eastern 6510 6,2
East Midlands 7140 : -4,9
West Midlands 11830 =3.6
North Wales 7 9640 -3.0
. South Wales 14350 ' T =2,6
. Southern 6190 ‘ " =3,4
9, Mid-Wales 12300 -2,2
10, Far=Western 17310 . =2,5
11. South- Eastern 6880 | . -3.9

(1) At September in each year.

(2) Compound rate. . o .

Source 3 Dairy Facts and Figures; M,M.B. England and Wales, various -
years,

. TRENDS IN MILK PRODUCTION, ENGLAND AND WALES, 1954 to 1962,

TABLE 36.

Dairy cow
Year .to numbers
3lst March

Yield per cow Total milk sales

million million
gallons litres

1955 _ 2531 . 675 3069 1653 7515
1956 . 2415 685 3114 1670 7592
1957 - 2451 720 3273 1813 8242
1958 . 2503 ‘ 745 3387 1878 8537
1959 2524 720 3273 1765 8024
1960 2493 735 3341 1798 8174
1961 2595 765 3478 1951 8869
1962 2674 - 780 3546 2051 - 9319

Thousands ‘ gallons | litres

Source : Annual Report and Accounts of the Milk Marketing Board, 1962,




GROWTH OF _THE - MILK PRODUCTS INDUSTRY,U GREAT BRITAIN, 1954 to 1958,

TABLE 37,

Sub=divisions of the Industry = Firms employing 25 or more pcrsons
Other (2)
Products Total
: - 1954 1958 1054 ] 1058 | 1054 | 1958 | 1954 | 1958 | 1954 | 1958 | 1954 | 1958 | 1954 1 1958
Number of enterprises- - n.a. 411 27 26 29 29 | 9 T -9 14 12 88 79
Number of establishments . n.a. 536 | 46 42 60 64 16_- |19 ‘15 9 22 21 159 155
Sales : & million = | 100.4 | 150,7 28.4 | 43.5 | 18.5 | 31.3 | 14.6 24.5| 5.6 5, 10,1 { 10,8 | 77.2 | 116.0
- D.M, million 1124.5 11687,8 |318.,1 [487,2 [207.2 |350,6 [163.5 |274.4 62,7 | 66. 113,1 |121.0 |864.6 [1299,2
1
2

Industry -
All firms Butter Cheese . C°ﬁg‘fgs€d Milk Powder

Net Output : £ million 25.3 43,5 3.6 5,1 4,7 |'10.9 2.5 4.6 1.4
- D.M, million 283.,4 | 487.2 40,3 57.1 52.6 [122.1 28.0 | 51.5 15.7 1
Average number employed = ' ' : , o _
thousands ‘ : 23.6 3.5 4.4 7.1 2.8 | 3.7 1.5 1.0 3.2 3. 15.9 :19.4
Capital expenditure : : ; '
Building work =
£ million
D.M, million
Plant and Machinery(;) -
£ million
D.M. million

Vehicles(l) -
&€ million
D.M. million

+, less than £50,000.

‘ 3.9 5,0 | 16.1 26,7
. 43,7 | 56.0 [180.3 | 299.0

() New acquisitions less dispocals.,
(2) Discrepancies due to rounding. : . , .
Source : Census of Production, 1958; Part II, Milk Products; H.M.S.0. 1961,




prices are unlikely to fall relative to most other product prices and
they could conceivably increase relative to cereals, eggs and pigmeat,
(The profitability of beef production is currently so low that any con=
ceivable increase in the beef/milk price ratio would be unlikely to
divert any volume of resources from milk to beef production),

The England and Wales Board is working on the assumption that
output in its area will continue to increase for some time at an average
annual rate not less than that of the {ast 10 years = about 40 million
gallons per annum (182 million litres),\31) and the increase for the
United Kingdom may well approach 50 million gallons (227 million litres)
per year, Present indications are that the Boards can expect to sell
less than half.this extra milk for liquid consumption, and the rest will
have to go to manufacture, predominantly at the "world" butter realisa=
tion price, which is far below the marginal production costs of British
producers,

Whether in fact the Government will be content to let this situatioﬁ'

continue is not easy to forecast. An attempt to stem the output of
milk by introducing individual farm quotas was made in 1961. At the
1961 price review the Govermment stressed that :

"The principles implicit in the national standard quantity for

milk must (sic) be applied to ‘the payments to individual

producers ...... The need is to devise.some modification

of the pooling arrangements ,..... which have the effect of

obscuring from producers the onfequences of producing more

than can be sold profitably". 32
Various alternative pricing systems which would have fulfilled these
requirements were considered by a Joint Committee of representatives
from the Unions, the Boards and the Government in subsequent months.(33)
The alternative schemes were all variations of base-and-surplus payments
systems, under which individual producers would have been paid a.higher
price for a basic quantity of milk related to total liquid consumption,
and a very much lower price for all milk in-excess of the basic quantity.
These alternatives were put to producers and were overwhelmingly
rejected = not surprisingly in view of the opposition to any change
expressed by the England and Wales Board, Since then the Government
appears to have weakened in its resolve to halt the national and
international misallocation of resources .inherent in a payments system
which induces investment in the production of manufacturing milk in the
United Kingdom. Three factors have been influential in the decision
not to press home the case; appreciation of the possibility that
national solutions would be unnecessary, short-lived or more easily
formulated in the event of Britain joining the E.E.C., and adopting the
Communities milk policy: the decision to transfer the entire cost of
supporting milk prices from the Exchequer to consumers by raising liquid
milk prices; and the relief afforded by the introduction of butter
quotas in.late 1961 from the pressure previously brought to bear by
Commonwealth and Scandinavian suppliers of dairy products.

Hence the immediate prospect pending the outcome of Britain's
application to join the E.E.C., is for no change in the system of

(31) DAVIES, J.L., (General Manager M.M.B.); Prospects in the market

for milk and milk products; ~Jour. Farmers® Club, Part 7, 1961,
p.93. : ;

(32)

Annual Review and Determination.of Guarantees, 1961y Cmnd,1311,
para. 10, ’

(33) Joint Committee on the Future System of Milk Payments = Report

of a Technical Study Group : August 1961.

v
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support price determination or the Boards' price-pooling politcies,
Token reductions in guaranteed prices, such as that made at the 1962
Review (a reduction of 0.4 p.p.g. or 0.4 pfennigs per lite) may not
be repeated now that Exchequer liability has been eliminated, = But
since the output of milk is likely to continue to rise faster than
liquid consumption, producers' pcol prices will continue their gradual
decline, : -

If these prognostications are correctthenthe problem of surplus
milk production will continue for a while yet. And, by the time
another major effort to effect a solution is mounted, the entry of
the United Kingdom into the European Economic Community may either be
an accomplished fact, in which event the problem of milk surpluses
could take on a very different complexion, or failure to negotiate
satisfactory terms of entry could be the signal for radical changes
in the nature, methods and scope of the nation's commitment to
agricultural income support. Certainly, the very real possibility
of the United Kingdom's adopting the common agricultural policies of
the E.E.C. is dominating the thinking of milk producers, and to a
large extent, moulding their attitude to the overproduction problem
and their tactics with regard to any two=-tier system of milk pricing,
2. Milk producers and the E,E.C,

Despite all the uncertainties surrounding the formulation and
operation of a common milk policy for the E.E.C,, at present it
appears to the Boards that milk producers might well be as well off
under a policy such as that proposed for milk and milk products as
they are likely to be under present domestic milk policies in a year
or two's time, and better off than under any system of two-tier
pricing which involved them in the acceptance of free "world" market
prices for milk made into products. e ‘

This conclusion is based mainly on the belief that under the
common milk policy the realisation price for liquid milk in the
United Kingdom might be very little affected, whilst the average
realisation price for milk made into products might be very much-
higher than the "world" prices which producers are now forced to
accept. This belief, in turn, is based on a particular interpreta-
tion of the draft proposals for dairy products, and specifically of
the proposals for separating and discriminating between the liquid
and product milk markets, for "organising" the liquid milk market,
for linking the prices of milk products to the target price for milk,
and for protecting the internal ‘target price by licensing imports and
imposing levies on imported supplies crossing the common frontier.,
Natuially, the extent to which these optimistic expectations will be
realised in practice will not be known until more details become
available about such key missing variables as the common target
price for milk, the arrangements which are made for the liquid milk
market , the relationship between prices in the liquid and product-
markets, the intervention price for butter, and the concessions which
are offered to Commonwealth and other third countries. A point which
is particularly obscure is exactly how the proposals for the liquid
market would fit into the existing policy framework for dairy produce
and.be applied in Britain where 66 per cent of the total output of
milk is. consumed in the high=-priced liquid~form(34)1n the E.E.C, as a
whole some 70.per cent of total milk 'supplies is manufactured into
products and the relative weighting of prices in the liquid and product
markets in order that the overall target price for milk should be
attained appears to present no particular problems; it would seem
that in Britain the realisation price for liquid milk will have to be
reduced if a uniform target price is to be established for the E,E.C,
as a whole. But in any event, British producers are confident that
the high proportion of their milk which goes into the product market
is a factor which will 'work in their favour, and the continuation of
their Boards seems secure since it would appear that comparable
agencies will need to be created in the E,E.C. if the liquid an
product markets are to be permanently separated. :

(34)

80 per cent if the convention of a 20 per cent reserve capacity
is accepted. - .
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If this overall interpretation is correct then the resistance of
the industry to the introduction of two-tier pricing and production
quotas is rationally based, for it would be foolish of producers to
acquiesce to the curtailment of output at this stage when their surplus
milk could be making very much higher prices within a ' relatively short
period of time, (However, the debate on the question of two-tier
prices was conducted mainly in terms of the economic inefficiencies,
administrative difficulties and inter-group inequities which attend
any scheme for limiting production by quotas).

‘ Outside the predominantly euphoric view of the consequences for
milk producers of the United Kingdom joining the Community, the
industry has some peripheral reservations about the application of the
common agricultural policy. _ :

Chief amongst these is that special arrangements made for
Commonwealth and other traditional suppliers of milk products, as part
of a wider settlement, would nullify the potential’ gains to United
Kingdom producers from higher realisation prices for the milk surplus
to liquid requirements, As a sectional interest they would be
opposed in principle to third countries being exempted from the full
rigours of the protective measures to be taken at the common frontier.

Then too, whereas. the livestock.product producer can now buy
feed-grain at "world" prices, under the common-agricultural policy he
would have to pay the equivalent of the target price, Just how
large the increase in the costs of milk production might be would .
depend upon the prices ruling for feed-grains within the E,E.C., but
a rise in the price of feed-grains of £ per ton (D.M, 56 per metric
ton) seems quite possible, and this would add between 1.25 and 1.75
p.p.g. (1.28 to 1.80 pf.p.l.) to costs. The effect on margins would
be substantiali, regardless of whether the increased costs are related
to present pool prices, to pool prices further depressed by continuing
surpluses, or to.the target prices which may eventually rule within a
‘wider community,  On the other hand, an offsetting factor would.be an
acceleration of the:present trend towards a lower level of feeding of
purchased concentrates and an increased reliance being placed on
roughages for which there is plenty of scope,

, A third possible cloud on the horizon has not yet been generally
" perceived. This is the possibility that in its final form the

common policy .for milk and milk products would aim to establish target
prices on a regional rather than a national basis, and that under such
an arrangement producers in each area would find their receipts more
nearly determined than at present by the actual utilisation of their
milk, That is, producers in deficit areas like the south east of
England, or those in the immediate milk ‘shed of other large centres of
population, would receive substantially higher prices than producers
in the more remote areas whose milk was mainly magufactured. At the
moment such differences as exist between producer prices in the
different Board areas and in the regions of England and Waleés bear
only a remote relationship to the actual average utilisation values of
the milk produced there. The economic and social consequence of such
a fragmentation of the United Kingdom market would be considerable.
Thus, one would expect the average level of producér prices to be
reduced in the Scottish and Northern Ireland areas relative to those
in England and Wales because of the differing proportions going to
manufacture (Table 4). Producers in some of the more remote English
and Welsh regions, e.g. the South Western and Welsh regions, would
also be disadvantaged relative to those in the deficit areas around
London and the heavily populated belt centred on a London=Manthester
axis, However, precise identification of the location of such areas
is impossible in the absence of information on the balance of milk




supplies and utilisations in each Board region. Any proposal to
fragment the industry in this way would be bitterly resisted by
producers in’the more remote areas, by the Boards separately and
collectively, and by the National Farmers' Unions, not least because
it would spell ruination for many producers in the remote areas and
introduce a disruptive influence into an industry which has striven
for unity for years and which has profited greatly by that unity for
more than a generation. ' N

At the moment the characteristic feature of all sections of the
milk industry is unity and acceptance of the status quo., True,
there are murmurs of discontent about particular issues within the
ranks of producers. For instance, the Scottish Boards are not so
adamantly opposed to a two-tier payments system as is the England
and Wales Board, and the same issue has revealed differcnces between
smaller and larger scale producers. Additionally, there are
differcnces between farmers who keep different breeds over the
proposals for introducing a compositional quality payments scheme.
But producers as a whole are content with the structure of the
industry, the mechanisms for price formation, and the pricing
policies and marketing functions of their Boards. Similarly, whilst
. distributors complain about the’inadequacy of their margins and
allowances, thecy are content to have their remuneration determined by
the Government rather than face -the unfettered market power of the
Boards =~ they prefer regulation with representation to its
alternatives. Consumers are, as always, inarticulate, though they
have perhaps as much to complain about as any group concerning the
United Kingdom's system of milk pricing and the organisation of milk
marketing.. , e

The most pointed criticism of the resource misallocation which
stems from present price support policies and the price-pooling of
the Boards comes from academic economists, However, since their
usual prescription for righting the inefficiencies they perceive.
takes the form of variations on the theme of "letting market forces
determine prices, resource allocations and producers' incomes", they
are mainly regarded as ineffective scolds. And not without reason,
if only because the essence of their nostrum is simply not practical
politics at the present time given the general commitment of
Governments to support the incomes of their farmers .and the impor=-
tance of milk production to the agricultural sector,

o If Britain did not join the E,E.C. the most that could be hoped
for -would be that official policies would evolve in the right
‘directions, amongst which a movement towards a gradual lowering. of
support prices, an extension to the individual farmer of the
principle embodied in the standard quantity arrangement, and the
introduction. of schemes to give direct assistance, on social grounds,
to producers who wish to lecave the industry would be key elements.
In regard to the latter development however, it must be recognised
that the United Kingdom Government has, in the past, been no more -
willing.than the authorities in other developed countries, to take
direct action to effect an accelerated rate of out-migration from
agriculture, and there is no evidence at present of any new resolve
to swim with the tide of economic logic and necessity. Perhaps the
exigencies and opportunities of union with Europe would bring about
a change of heart, but on the whole it would appear that the
application to the United Kingdom of the common policy of the E.E.C.
for milk and milk products would be.more likely to bring about an
increase in the resources devoted to milk production than a decrease,
and a substitution of high-cost European and domestically produced
dairy products for low cost supplies from third countries in the
dicets of British consumers. Such an outcome may be acceptable as

a political or social necessity, but in terms of economics it is

not casily defended.
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I, OPERATION OF THE MEAT MARKETING SYSTEM,

The purpose of this introductory section is to present an overall
picture of fatstock marketing in the United Kingdom, It is given as a
back=clcth against which the detailed treatments of support policies,
trade patterns and domestic marketing arrangements presented in
subsequent sections can be more clearly perceived, ’

1, Meat in the Agricultural Economy

The sale of animals for meat production currently accounts for just
under cne third of total-agricultural gross output and is an important
sector within the agricultural economy. Details of the contribution to
gross output made by individual products are given in Table 1.

Beef, pigmecat and mutton and lamb are produced in all regions of
the United Kingdom by a wide variety of systems, and with all degrees of
importance to the economies of the farms on which they are produced.
Gerernlisations in these circumstances are hazardous, but it is broadly
the case that store and fat cattle and sheep production are relatively
. most important in the wetter western and northern parts of the .
country «~ with the hill and upland areas of the South West, Wales, and
northern counties of England and the ScottishHighlands being relatively.
highly specialised in the production of store animals which are
subsequently fattened in the lowlands = while pig production is mainly
associated with the cereal growing areas of the east and areas such as
Lancashire and the gouth=west where small holdings are numerous (see
Figs. 1 - 5). "

Apart from the holdings in the livestock rearing areas mentioned
above, meat ‘production is generally not carried on on specialised
holdings. For instance, an estimated four fifths of total beef
output is a by-product of the national dairy herd, and 25 per cent of °
the holdings in England and Wales with pigs in June 1960 had less than
5 pigs, and only 9 per cent had more than 100, e

2, Supplies,

Table 2 shows the pattern of total supplies over recent years,
their distribution betwecn domestic production and imports, and
between types.

About two thirds of total consumption have recently been met by
home produczd supplies, although in 1961 almost 7@ per cent of total
supplies were domestically produced.

The United Kingdom is approaching self-sufficiency in pork but
imports around four fifths of the cannéd meat, two thirds of the bacon
and ham, three fifths of the mutton and lamb, one third of the offals,
and rather less than one third of the beef and veal, consumed,

Total consumption of carcase mzat has increased at an average
annual rate of no more than 2.6 per cent compound between 1935-6 and
1961-2, and with domestic output expanding under price support
programmes at a rate of 4,0 per cent.per-annum, overseas suppliers
have been steadily losing their share of the United Kingdom market.
By contrast, the domestic producers' share of the market for bacon
and ham has tended to decline, although there was some sign of
recovery during the early months of 1962,




ESTIMATED CUTPUT OF MEAT AND WOOL IN TH= UNITED KINGDCM(l)

TABLE 1.
|
1937/8 1959/60 1960/1(2) 1061/2(3) !
£ Delie % £ D..de “y £ Daike % £ DyHe o |
million |million million {million ! million [million 7illicn | million ?
Cattle - beef 41.3 -| 462.5 | 13.7 | 191.0 2139.2| 13.0 | 1957 2191.8 | 13.1 227.1 2543.5 | 14.3
Calves - veal 1.8 20.2 0.6 4.6 51.5| 0.3 5.3 59.4 | 0.3 5.6 €2.7| 0.4
Sheep and lambs - . . |
mutton and lamb 17.1 191.5 5.7 778 871.4] 5.3 7845 879.2 | 5.3 8847 993.4 | 5.6
Pigs - graded for |) ) ) 56,1 62843 3.8 53.8 602.6 3.6 | 6l.1 684.,3 3.8
bacon ) 28.9 |) 323.7 |) 9.6 :
- other ) ) ) 102,1 1143.5| 7.0 96. 4 1079.7 | 6.5 | 10l.9 1141.3 | 6.4
Total meat 89.1 997.9 | 29.6 | 431.7 4835,0f 29.4 | 429.8 4813.8 | 28.8 | 484.3 5424,2 | 30,4
ool 4.2 47.0 1.4 17.3 193.8| 1.2 7| 16.1 180.3 1.1 17.1 191.5| 1.1
TOTAL OQUTPUT 300.7 | 3367.8 | 100.0 1468.1(4) 16442,7 100.0 1494.1(4) 16723.9 |100.0 1592.4(4) 17834,9 | 100,0

1 ;s . T
(1) June/May years and current prices.including Fatstcck Guarantec paymcnts.

(2)

Provisional.

(3) Forecast.

(4) Inoluding consumption in farm households and crop: subsequently repurchased as animal feedingstuffs.

SOURCE : Annual Abstracts of Statiétics, 1961,

MeAoFoFe



FIGURE 1 : FAT CATTLE DENSITIES BY COUNTIES
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The United Kingdom is the world's largest meat importer.. She is the
world's only large market for exports of mutton and lamb and bacon, and
absorbs more than onc third of total world imports of beeF, offals and
total carcas: meat, (Table 3 ). .

Beef and veal and mutton and lamb imports come mainly from the
Southern Hemisphere, with Australia, dew Zealand and the Argentine being
the major suppliers. Beef imports arrive, throughout the year, with
Argentinian chilled beof arrivals usually being heaviest between January
and liay, Australian frozen beef imports being heaviest in the latter half
of the year, However, of late there has not been ‘any marked periodicity
of imported beef supplies. By contrast, there is a marked complementarlty
betwcen imported and home produced mutton and lamb ‘supplies, with Austra-,
lian and Wew Zealand lamb arriving mainly in the February to July perlod
when home-killed supplizs are at their lowest. :

Befote the war Australa51a, and Canada were major suppliers of pig-
meat - but -now most pigmeat imports originate in Europe, with Denmark
dominating the trade in bacon. Imports of both bacon and pork arrive in
all months of the year, with no marked seasonality of supplies.

There is virtually no export trade in meat, the ohly exceptions worthy
cf note being ‘the shipoing from time to time of small quantities of cow
beef and overweight steers to Continental Europe, and the "statistic re-
export" to Eirc of live animals which enter Ulster for the sake of claiming
the guarantee payments.

IMPORTS INTO THE U.Ke IN RELATION TO TOTAL WORLD IMPORTS, 1959.

TABLE 3.

i Total UK UeKe imports as
Product SeleToCs world o e percentage

imports imports world total

-'000 metric tons- - %
Total frésh meat ' 2337 861 37

Boef and veal ' 931 | 362 .39
Lutton and lamb 441 371 84
Pork : 216 14 6

Offal 268(1) 105 39
Processed.meats

Bacon and ham 2 2399(2) ' . 89
Canned meat . 441 _ 46

(1)
(2)

Including "other fresh meat".
Including "salted pork".

SOURCE 1 FeA.0. Trade Yearbook; Vol. 143 1960.

3. Consumption and Expenditure

Although consumption oi mcat has undoubtedly been increasing in recent
years, the rate of growth of per caput total meat consumption has bean’ slow
and trends in the consumption of the various categories of meat have been
significantly different (Table 4 ).




(1)

MEAT SUPPLIES IN THE UNITED KINGDQM

TABLE 2, '000 metric tons

BEEF :
UeKe production
Net imports
Total supplies
Percentage domestically-produced

19380

1955

1956 . .

°1957

1958

1959

1260

1961

590.0 .
581.6

693.9

342,1

" 793.0
430,7

812,2
443.5

809.5
38642

715.6
348.4

-813.4
349.6

895.7
283.3

1171.6

1036.0

11253.7

-1255.7

119547

1064.0

1163.0

1179.0

50.4

67.0 :

$4.8

- 6467

67.7

67.3

69.9

76.0

| VEAL :
UeKe production
‘Net imports ’

Total supplies
Percentage demestically produced

04,3
13.2

21.2
7.9

1 26.0.

Se7

:22.8
5.6

16.1
4.5

1403'
6.2

19.6
5.7

" 20.8
5.4

37.5

29.1

31.7

28.4

20.6

20,5

25,3 -

26.2

64.8

82,0

80.3

78,2

69.8

775

79.4

MUTTON AND LAMB :
UeKe production
Net imports

Total supplies

Percéntage domestically produced

214.4
350.2

72.9

177.2
359.7

.196.9
7349.1

202.3
. 337.9

192.9
341.9

250.1
368.1

2275
388.1

26841
350.0

56446

- 53649

546.0

. 540,2

534.8

618.2

"615.6

618.1

38.0

33.0

36e1

37.5

36.0

4045

Y 36'6

43.4

PORKlz
UeK. production
. Net imports

_Total supplies

~Percentage domestically produced

180.8
3846

'373.9

32.5

367.8
17.3

385.1
22.3

435.9
18.3

14.2

429.8

428.8

-+ 20.3

437.9
18.3

219.4

406.4

- 38541

407.4

454.2

444.0

449.1

1456.2

82.4

92,0

95.5

94.5

96.0

96.8

9545

" 96.0

OFFALS :
U«K. production
Net imports

Total supplies

Percentage domestically- produced -

1109, .
"63.6(2).

-126.0
61.3

$136.4°
L 63.6

137.5
71.3

139.1
72.7

113845

77,0

142.3

84,0

158,7
81.8

174.5

187.3 .

200.0

208.8

211.8

" 21565

22643 -

240.5

63.6

673 -

68.2

"65-9

65.7

,[ 64.3

62.9

66.0

(Table continued on next page)




TABLE 2 continued, . ric _tons
1938 1955 1956 1957 1958 1959 . 1961

TOTAL _CARCASE MEAT : - : _ : :
" U.K., production 1120.4 1392.2 | 1520.1 | 155949 |1593.5 [1548.3 1781.2
_Net imports 1047.2 '803.5 | 866.4 | 880.6 | 823.6 | 813.9 738.8

TOTAL SUPPLIES 2167.6 2195:7 | 2386.5 | 2440.5 | 2417.1 |2362.2 2520.0
Percentage domestically produced, 51.7 63.4 63.7 63.9 65.9 6545 . 70,7

BACON AND HAN : ' ' : . .
U.K, production 199.1 1 245.9 | 212.3 | 215.4 | 219.5 | 219.,5 |- 205.2
Net imports 3769 311.9 | 322.1 | 336.3 | 342.4 | 352.5 400.2

- Total supplies 57620 T 557.8 1 534.4 | 551.7 | 56l.9 | 572.0 TO05.5
Percentage domestically produced 34,6 | . 44,1 39.7 39.0 39.1 3844 ' 33.9

CANNED MEAT(a) . ' ' : L
U.K. production’ ‘ 30.5 31.9 37.0 38.1 4645 51.1 : 63.1
Net imports _ : T4.6 190.7 |« 173.3 203.9 195.2 200.2 ’ 201.1

" Total supplies 104.7 222.6 210.3 242,0 241.7 251.3 20442

Percentage demestically produced | 29.1° | 14,3 17.6 15.7-| 19.2 | 20.3 23,9

(1) Excluding stock changes.

(2) Excluding fresh beef and veal offals.
(3) Including canned poultry meat, accounting for around 2-3 per cent of total canned meat supplies.

SOURCES : C+E.C. "Meat" reviews and February and March Intelligence Bulletins. -  various years.
Monthly Digest of Statistics, February, 1962. :




ESTIMATED PER CAPUT MEAT CQONSUWPTIQN IN THE UNITED KINGDQW

TABLE 4. - 1bs. per head per year

1934-38 1956 1958 1959 19€0 1961

1928 11932 . average

Beef and veal 58,5 |5le6 54.9 52.8 51.6 45,5 47.9 49.5
Mutton and lamb : 23.9 |27.8 25.2 23.3 22.6 25.6 25.0 26.0
Pork 5 | 11.0 [10.6 10.6 17.5 19.0 18.7 18.6 19.0

Sub-total 93.4 }90.0 £0.7 9.1 93.6 93.2 | 89.8 91.5 |: 94.5
Poultry : 5.1 : .2 7.9 | 9.4 | 1l.6 .| 13.4 | 14,0
Offal . available ' 7.4 ) 8.-3 ’ 90»1 ) 9-0 9-0 9.4 "IOoO

Total fresh meat 103.2 103.3 | 109.1 [110.,9 |111.6 [110.4 |114.3 |118.5

Bacon and ham 29.5 |35.7 28.1 25.1 24.0 24,7 25.2 25.3 26.1 26.9
Canned meat ) 4,7 9.6 9.1 10.4 10.4 "10.7 10.2 1l.1

TOTAL MEAT (crude weight) availablg ° 136.0 138.0 [142.2 |146.0 |147.2 |146.4 |150.6 | 15645

: . kilograms per head per year

Beef and veal 23.4 24.9 21.0 23.9 24,7 23.4 - | 2(€.6H 21.7 22.5
inutton and lamb N 12.6 11.4 11.1 10.6 10.1 10.3 11.6 11.4 11.8
Pork 57 4.8 4.8 8e3 | 749 7.8 " 8.6 8e3 ‘8.4 8.6

Sub-total 40,8 41,1 40.4 42.4 42.6 |- 42,3 4047 4145 42.9

Poultry ) ) 2.3 249 3.3 ) 3.6 . 4.2 . -5'3“ Hal . 6.4
Offal available 3.4 3.5 | 3.8 4,1 4.1 T4,17 4,3 [ - 4.5

‘ Total fresh meat . 4648 . 46.8 49.5 | 5043 50.6 5061 51.9 53.8
’ Bacon and ham 8.7 13.4 16.2 12.8 11.4 10-9 11-2 11.4.. Al .} .11.8 12.2
Canned meat . 2.1 4.4 | 4.1 | 4T 467 4.8 4.6 5.0

) . not available - ; —
TOTAL MEAT (crude weight) | ) | I ' 61.7 62.6 64.5 6642 66.7 66+4 683 71.0

SOURCES 1 KINSMAN, KeLe. and ANDERSON, JeM,; The future of the United Kingdom as a market for meat, Qu. Reve. Ag. Econs.j
volo XIII, NO. l; Jan., 1960' '
CeEsCe Reviews, "Meat", various yearse.
C+E+.C. Intelligence Bulletin, Feb. and March, 1962.
Monthly Digest of Statistics, wsarch 1962-




So far as red carcase meat and bacon and ham are concerned the over-
all picture is one of remarkable stability ever more than half a century
in total weight consumed. Furthermore, récent 'year-to-year.changes in
the consumption of red meats and bacon and ham seem to be mainly a
function of their relative’availabilities and prices, (Table 5);

Over the ‘seven year period since the meat trade was decontrolled and
rationing ended consistent’'growth in physical consumptien. per caput has.”
been confinad to offals_anduganned meats and, pre-eminemtly, to poultry
meat. Consumption of the latter type of meat ndw-dccounts «for 12.per
cent of fresh meat consumption compared with only 5 per cent pre-war and

. S

6 per cent as‘late as 1955,

These trénds = which are.of course of prime importance to. the'.
future development pf meat production, trade' and marketing = are in
line with known consumer expehditure patterns and income and price elas-
ticities, (Table 6). Increasingly, .additional-consumer expenditure on
meat is directed towards white rather than red meéats, to the better qua-
lity cuts rather than greater physical quantities (and especially to lean.
rather than fa{ meat), and tqtéfvariaty of processing, preparatory and
packaging serVices rather thanto the ‘réw’product per se,

Currentiy, expenditure on meat and meat products absorbs abouf 28
per cent of consumers' weekly expenditure on food (Table 7), and meat

and bacoqlgogether have a weight of 8.9 per cent in the Index of Retail
Pricess! */ , R

ANNUAL AVERAGE WHOLESALE PRICES OF MEAT IN THE UNITED KINGDQWls
TABLE 5.

1955] 1956| 1957| 1958 | 1959 |' 1960 19éi

Beef(l) . » . ) . : g
- D.Mo per kgo o 2.85 2026 2.39 2.73 2-91 2'78

Matton and 1amb'2) _
- d per lb. ] 33.25] 31.75| 32.75 | 32.00 | 28425
~ DM per kgl 3.42 3.27 | 3037 +3.29 |.2.91

(3)

"= de per lb. 26450 | 29425 | 28,75 | 27.25 | 28.25
- DeMes per kg- . .2.;73 3.01 2.96 ; 2.80 2.91

Ba (4) ) =

con - . X

" = d. per lb. 29,47 | 33.20 | 30.45 | 31..49 |30.70
= Do per kgo o 3.03 3.42 3.13 3424 3.16

Pork

(1) Eng1ish longsides, Smithfield.
(2) Engiish 1amb, Smithfield.
(3) English pork, under 100 lbs. (45.4 kg.), Smithfield.

(4) Danish 'A' selection, London Provision Exchange.

SOURCE : C.E.C. Intelligence Bulletihs, various.

‘(l)'Monthly‘Digest of Statistics, February, 1962, Table 159.




ELASTICITIES OF DEMAND FCR MEAT AND MEAT PRODUCTS IN THE UNITED KINGDGH.

TABLE 6,

Beef and véal
lutton and lamb
Pork

Total carcase meat

Bacon and ham

uncooked

cooked (incl. cannad)
Cther cookad meat, not canned
Corned meat
Other canned meat

Offals :
liver
other

Poultry

Sausages @’
pork -
beef .

Total other meat

Income

Elasticity

Price elasticity

(1)

1937-9

1955

1958

Expenditure

Quantity
purchased

Juantity
purchased

Expenditure

1958

1959

Q.34
0.70
0558

0.C8
0.35
0.30

-0-02
0.34
0.53

0.06
0.47
0.62

=1.42 (0.25)
-'1 .22 (0027)
=1.25 (0.48)

-1.54 (0.22)
-0.92 (0.25)
-2.13 (0.32)

oo

0.21

0.17

0.25

es

0.24
0.58
0.38
0.16
0.10

0,38
0.41

1.01

0034
-0.55

0.28
0.36
O. 15
0.19
Oa03

0.32
0.24

1.40

0.46
-0.72

0.35
0.37
0.25
0.16
0.11

0.39
0.52

1.51

0.49
-0.72

‘0065 (0009)
-0.99 (0,26)
Nede

° "l 583 (0045)
-1.01 (0.55)

-0.98 (0.38)
-0.68 (0.27)

-0.68 (0.33)

-0.65 (0.55)

~=1.48 (0.30)

-0.72 (0.08)
-0099 (0332)
Nede
=1.45 (0.42)
-1062 (0.27)

Nede
Naede

~1.15 (0.35)

~-1.03 (0.30)
"lc 69 (Oo ‘;5)

0.20

0.19

0,33

(1) The figures in parenthesis are estimates of the 'standard errors.

SCURCE

Domestic Food Consumption and Expenditure;

1958 and 1959;

H.l{eS. 0.




AVERAGE DOHESTIC FOOD EXPENDITURE IN THE UNITED KINGDOM 1952,
(a&i households)

TABLE 7,

Pence per head | D.M.” per head "

per week = per week Percentage

Beef and veal : - 25.94 1,20 . . 7.4
“Mutton and lamb ‘ 16.85 . | 0,790 | 4.8
‘Pork : ' 5.93 .02, | LT

All carcasc meat 48,72 2.8 . |- 139
Bacon and ham dhcooked. 15.41 C 0.72 . , » 4,4 .

Other meat(l) 32,81 - - 1.53

" Total meat 96.94 - | "~‘4.53

TOTAL FOGD | 351,49 16,40 -

O —

Includes cookeu and canned meats and meaf products. l

SOURCE t ‘Domesti¢ Food Consumption and Expendlture 1959; H.M.étoi,
Table 19, PP. 33=34, '

4, Meat Distribution

Only fragmentary - information is avdilable about the structure of
the distributive trades. T?ere are thought to be ‘about 550 livestoc
auctlon? in Great Brltaln. There are some 3000 slaughterhouses 3
and 200{4) bacon factories, most of the former being rnear centres of
consumption while bacon factories are mainly in the produéing ‘areas.
There are 30 major wholesale meat markets tn the Unlted Klngdom(5)
and 500 firms cngaged in meat wholesaling. nal distribution is
effected through some 36000 retail butchers shops 7 and ‘an unknown
but growing number of general grocery stores which- ‘also handle meat.,

Meat may follow a variety of channels in a complexly structured
and lncrea51ngly specialised distributive system on its route from
farm to consumer, Figures 6 and 7 depict the main alternative .
channels in diagrammatic form, but no precise information is available
about .the volumes of home produced meat floulng along each route.

Report of the Reorganisation Commiss1on for Pigs and Bacon;
(Bosanquet Report); Cmd. 9795; H.M.S.0. 19565 p. 35.

(3) Farmers Weekly, 9 March, 1962, p. 56.

) Organisation of the Wholesale Meat Markets in Europe; - E.P.A, /
0.E.E. c., Project No, 5/31-1A, July, 1961, p. 35.

(4)

Bosanquet Report; op. cit., p. 29.

(6) Inquiry into the Distributive and Service Trades for 1959;
Board of Trade Journal, 7 April, 1961, Table 2, p, 801,

(7)'Ccnsus of Distribution, 19603 H.M.S.O. 1954, Vol, II, Table




FIGURE 6.

MAJOR FRESH MEAT MARKETING CHANNELS.
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FIGURE 7. MAJOR_BACON MARKETING CHANNELS.
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A partial exception concerns the method of first sale, - Farmers

"~ can choose freely between selling their fatstock on a liveweight basis
through public auctions or by private treaty, or by deadweight to
wholesale or retail butchers, bacon factories and manufacturers, Some
deadweight buyers = of which the most important is the Fatstock
Marketing Corporation (F.M.C.) = pay on a grade basis, others buy
ungraded carcases, Table 8 indicates the method of first sale chosen
by farmers in 1961/2. Auction sales predominate for cattle, shecp and
pork pigs, whilst most bacon pigs are sold on a deadweight and grade
basis, either through the F.M.C. or direct to the curers,

METHODS OF FIRST SALE, FATSTOCK 1961/2(1)

TABLE 8, Pefcentaqe animals certified( 2)

Liveweight Deadweight

Private

Auction treaty

Ordinary | Graded

Cattle 72.2 6.3 13.9 7.6
"Sheep 65.3 | 5.8 18.1 | 10.8
"Pigs ; . .
- bacon factories C- - 15,9 39.3
- other ' 23.1 0.9 24,8 -

(1) 52 weeks 27 March 1961 to 26 March 1962.
(2) Animals certified under the Fdtstock Guarantee Scheme.

SOURCE : M.A,F.F. weekly press notices,

The distribution of meat in the United Kingdom, both home
produced and importedy is entirely in the 'hands of private traders.
Home produced meat competes freely with available imported supplies,
and all types of meat compete with each other and with other goods and
services for a,share of consumers' expenditure. Costs and margins
at all stages of distribution beyond the farm gate are predominantly
determined by competition between traders. The only restrictions on
competition of note are :

(i) the marginal protection given to domestic
producers by tariffs, quotas and health
restrictions -imposed on imported supplies,

(11) the control exercised by local authorities
- over slaughterhouses and . wholesale meat
matkets, and particularly their licensing
of slaughterhouses and meat traders, and
prescription of hygienic standards and
hours and conditions of operation,

(iii)  the unwillingness or inability of whole-
salers in some areas to deal directly
with institutional and catering-
establishment buyers as a result of
pressure exerted by their retailer
customers,

(iv) the collective negotiation of bacon whole=
sale selling=prices by the importers,
curers and distributors on the London
‘Provision Exchange.
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5. Producers’ Organlsatlons in the Meat Industry

The Patstock Marketing Corporation and the Plgs Marketlng Board in-
Northern Ireland are the major producer=~controlled organlsatlons directly
involved in meat distribution.” The activities of the Pig Industry
Dévelopment Authorlty, the Bacon Consultative Council and-the-Bacon
Information Council impinge indirectly on the marketlng of pigmeat,

Fatstock Marketing Corporation Limited :

The Fatstock Marketing Corporation Limited was orlginally founded in
1954 by the three Farmers' Unions of. the United Kingdom as a company
limited by guarantee and controlled by the executives of these unions,

In July 1962 there was a reorganisation of the capital structure of the
company upon its offer of shares to the public and its acquisition of

control of a major bacon curing and meat processing group, but financial
control is still vested in farmers, with the Farmers' Unions holding 35
per cent of the issued share capital through a holding company. F.M.C,
Limited, as it is now known, is neither a statutory marketing organisa=
tion nor a producers' co-operative, it is a farmer=controlled trading

company operating in, direct competition with other wholesalers in all
types of livestock.

The F,M,C. buys frcem producers on the basis of prices published a
week "in advance, wiih all payments being made according to deadweight
and grade, Bacon pigs are sold :live to the -curers under contractual
terms, other fat animals are slaughteéred in its own abbattoirs or on
commission in public and private slaughterhouses, and meat is sold on
wholesale markets and to retailers, The F.M.C, also operates plants
for the processing of inedible by=products, hides and skins, skinwool
and pelts, bones, etc.

As stated above the F.M.C. has recently integrated vertically into
bacon curing and meat processing and retailing, and is now the largest
bacon curing firm in the country as well as the largest fresh meat
wholesaler. Prior to the merger, with an estimated turnover of
£94 million (D.M. 1053'million? in 1961/2, the Corporation had about
17 per cent of the wholesale trade in home killed red meat; -
additionally it handled an estimated third of the poultry meat produced
in the country and 12 per cent of all imports of New Zealand lamb,
Table 9 gives details of the numbers of cach class of fatstock marketed
between 1955/6 and 1959/60 together with its share of each market,
Details of its market shares in the last two years have been kept a
closely guarded secret, but it has probably marginally improved its share
in all classes of stock, and particularly of bacon pigs following the

FATSTOCK  MARKETING CORPORATION, MARKET SHARES 1955/6 to 1959/60.

TABLE 9,

Cattle(l) : Sheep(l) Pork pigs(2) Bacon bigs(z)

Number |Market] Number |Market | Number |Market | Number |Market
handled| share handled| share handled| share handled| share

*000 % 1000 '000 % t000

1955/6 | 288.6 | 12,3 | 1281.8 649.6 | 12,6 | 3220,6
1956/7 | 376.2 | 13.3 | 1338.2 595.2 | 11,7 | 2443,7
1957/8 | -361.1 | 12,7 | 1374.2 .1 | .594,3 | 10,3 | 2361,8
1958/9 | 309.2 | 11,2 | 1287.1 606,9 | 10,7 | 2066,9
1959/60| 298.2 | 11.7 | 1613.0 . 654,1 | 12,3 | 1656,1

(1) Shares calculated from total slaughterings in Great Britain.

(2) Shares calculated from total number of pigs certified in
Great Britain,

SOURCE s Farmer and Stockbreeder, 5 July, 1960,
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introduction of contractual arrangements with producers in 1959,
Producers have no special inducements to trade with the F.M.C. other
than those which the Corporation can offer by effectively competing
with other distributors, By the same token the F,M,C. has no
special advantages in its dealings with farmers; its share of the
market is purely a consequence of its competitive efficiency in
offering a service to farmers and other distributors,

The roleand importance of the F,M.C. in the marketing of meat
is treated more fully in subsequent sections of this report,

Pigs Marketing Board (Northern Ireland)

. This Board was originally set up in 1933 under the Agricultural
Marketing Acts, and is a statutory marketing Board with full trading
powers, The Board receives no direct assistance from the
Government, but it is the channel through which subsidies due to its
members under the Fatstock Guarantee Scheme are paid. It is the
sole legal purchaser of bacon pigsia) in Northern Ireland.

The Board buys pigs from registered producers on a deadweight
~and grade basis, It sells the pigs to the curers at prices negoti-
ated with the Ulster Curers® Association and related to the
realisation prices of Northern Ireland bacon on the London Provision
Exchange and to local offal values. The Board itself has a majority
share holding in four curing companies, which together cure about one
third of the pigs processed in Northern Ireland;

Virtually all the bacon produced ig sold in Great Britain, and
Northern Ireland accounts for rather more than one third of United
Kingdom bacon production.(9 Pigs which are' surplus to bacon
curing capacity, or pigs purchased in periods of low bacon prices,
are shipped to England in carcase form and usually sold through the
agency of the F,M.C,

The Board finances its general operations from levies on
producers (4s, 6d, = D.M, 2.50 - per pig marketed in 1960), Amongst
its most interesting functions is the successful operation of a price
equalisation fudd through which it is able to maintain stable prices
to producers over long periods, Like all marketing Boards the
Northern Ireland Pigs Marketing Board provides its members with
market information, advertises its products, and sponsors research
and product improvement and development.

The Northern Ireland Pigs Marketing Board owes its success in
large-part to the peculiar. situation in Northern Ireland whereby. the
vast majority of the pigs produced are destined for bacon, Bacon
is a standardised product produced on a factory basis, from one type
of pig, not particularly perishable and with a 'stable demand, Its
marketing is relatively .straightforward in consequence. If the.
Board had to face the same problems as had the pre~war Pigs Marketing
Board =~ where pigs of all types had to be allocated to the bacon,

(8) Actually of all pigs except boars and sows of 140 lbs, (63.5 kg.)
deadweight and over, However, there is virtually no production
of pork from light weight pigs in Northern Ireland.

(9) 38 per cent in 12 months to 31 December, 1960;‘
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fresh pork and manufacturing trades, where the reglonal and temporal
demand for pork was subject to daily fluctuations, and where the
distributive system was correspondingly complex = ‘there is no
reason to believe that the Irish Board would prove any more success=
ful than did its un%lamented British counterpart. o

Pig;industry Development Authority s

This organisation was set up under the Agric%ltgre Act, 1957,
on the recommendation of the Bosanquet Committee. 10) "' Its members
are hominated by the Minister of Agriculture 'and the Secretary of
State for Scotland and represent all interests connected with the
breeding, rearing, processing and distribution of pigs.

The Authority has no marketing functions as suchyits purpose
being to plan and supervise:long=term programmes  for improving the
efficiency and competitive position of the pig industry in Britain.
To this end it engages in a variety of activities, It operates
pig recording, performance testing and feed recording schemes,
supervises progeny testing, maintains a register of accredited
herds and publishes technical literature, all designed to improve
productive efficiency in the industry. Additionally, the P.I.D.A,
. conducts and sponsors research into such matters as grade assessment
and processing techniques, and puts out quarterly Intelligence
Bulletins reviewing the national and international pigmeat supply
position in the immediate past and in prospect,

Functions of the P.I,D.A. more directly associated with
marketing are product improvement and advertising, The Authority
attempts to improve the uniformity and quality of bacon curing
- techniques, and has established a "Meritmark" brand which may be
applied to all bacon which is produced by approved curing methods
from good quality pigs. Finally, it spends some £1Q0,000
(D.M, 1,1 million)_a year in promoting British bacon, pork and
pork products.

It is financed equally by producers and buyers, the producers® -
share being obtained from a levy of 0,05d. per 1b, deadweight
deducted from the deficiency payment on each pi% marketed in wetcks

1

when a deficiendy payment is due to producers.( ) Its income is
£400,000 = £500,000 a year (D.M. 4,5 = 5.6 million) which represents
about 0.3 per cent of the total value of pigmeat production in the
United Kingdom,

Most of the work of the P.I.D.A, is designed to ‘produce gradual
‘“improvements over the long~term, and is obviously of a kind which
any progressive industry would conduct,  However, the Authority is
subject to much ill~informed criticism, a great deal of which stems
from its inability to demonstrate tangible benefits to producers in
the short=term. It is also unjustly criticised for not engaging in
activities which it was never designed to perform and for which it
has no powers, such as influencing the volume of imported supplies
and the general pigmeat price level,

(20) Op. cit., Chap. VI,

(11) This rate is fixed by Parliament (under the Pig Industry
Development Authority Levy Scheme (Approval) Order, 1958,
No. 871) and not by the Authority. The Authority is
secking approval to double the levy in order to expand
its activities.




Bacon Consultative Council :

This organisation was formed in 1957 and consists of representa=
tives of producers, curers and exporters from Great Britain, Northern
Ireland, Denmark, Holland, Sweden and the Irish Republic, Of the major
suppliers of bacon to the British market only Poland is unrepresented at
the monthly meetings.

The Council has no powers to compel, or even to recommend to
member countries, any particular course of action, It is merely a
forum in which representatives from the countries concerned can confront
each other with their proposals with regard to supplies in ensuing weeks,
This helps to create a better picture of the future prospects for the
trade, and permits modification of any proposals likely to change it.

Bacon Information Council Limited :

This organisation embraces the same countries and interests as the
Consultative Council and, in addition, Poland and the Ministry of
Agriculture and Fisheries are represented. Its objective is to promote
the consumption of bacon, It is financed by member countries
through a contribution related to market shares, and it spends about

- £200,000 (D.M. 2.2 m.) a year on advertising bacon, without reference to
origin, and with particular emphasis on cuts other than rashers. The
Ministry of Agriculture has not contributed to the Council's funds since
it ceased to trade in bacon towards the end of 19%6,

Other Organisations :

Two developments which could have an important beneficial influence
on the marketing of home produced meat are at an advance planning stage.

First, the National Sheep Breeders Association has proposed the
establishment of a development body for securing long-term improvements
over the whole field of sheep production, processing and distribution,
by engaging in the same types of activities as the P,I.D,A. undertakes
for the pig industry =~ research, market intelligence, advertising,
etc, Parliamentary approval would be required for such a body,

Second, the Government and producers have agreed to establish a
Meat Research Institute tc consolidate and expand basic research into
problems associated with the production and processing of meat,
Capital costs of £.5 m. (D.M. 5.6 m.) and running costs of £100,000
per annum (D.M, 1.1 m.) are to be shared equally between the Government
and the industry, the latter's share being collected through a levy on
all animals slaughtered.

British Wool Marketing Board 3

Although only indirectly connected with the marketing of meat,
mention may be made of this producer marketing Board, which was set up
by the British Wool Marketing Scheme of 1960. under the aegis of the
Agricultural Marketing Acts,

The B.W.bi,B. is the sole buyer and seller of home produced fleece
wool in the United Kingdom, All merchants buying wool from farms do
so as agents of the Board, and the Board sells its members' wool at
public actions in direct competition with imported wools. Each year the




Board is guaranteed an average price for wool at the annual price review.
If its average market realisation price is below the guaranteed price
then a deficiency payment is made to the Boarde However, if the market
price excecds the guaranteed price (which has not occurred since 1957/8)
then the Board is bound to place the surplus to reserve, and the reserve
must be used to bolster prices to producers in years when the converse
results. The Board pays.producers a price which varies with the type

and quality of the clip, but which on average equals the guaranteed price
less marketing costs. :

The Board has been. outstandingly successful in improving the quality
and presentation of home produced wool, in rationalising distribution, in
.'Squeezing'distributive margins, and in promoting wool consumption.

6. Price Subsidies, Grants and Other Forms of Assistance

This subject is treated in detail in the immediately following sec- .
tions, but a brief catalogue of the various forms of assistance given by
the Government to meat production is included at this point for the sake -
of added perspective. ' '

By far the most important assistance to meat produgers is given
* through the payment of deficiency payments on certain. classes of fatstock
in the event of market realisation prices falling below guaraitded levels.
Secondly, subsidies at the rearing stage are paid on beef typelcalyes, and
on female breeding stock in hill and upland areas under the Calf, Hill
Sheep and Hill Cow subsidy schemes respectivelye '

Then there are a variety of schemes for giving assistance to the
structural improvement of farms in arcas inwhich the rearing of live=
stock is an impqrtant.enterpri§¢; grants upder the Hill Farming and
Livestock Rearing Acts'for:sucﬁ‘purposes'as,thg'erebtiqn,,cgnstruction
or improvement of houses, farm buildings, fences.and roads,; reclamation of
waste land, pasture improvements, &tc., aré the most important of these.

Fourthly, fatstock prodicers derive benefit from the regulatory
powers éxercised by.the Governmant’ éver the.importation of competing pro-
ducts: = fariffs; quéta restrictions.and health regylations governing the
importatitn of meat and live animals. =~ = T B

Finally, fatstock producers are .also eligible for-grant aid under a -
miscellany of schemes which dre equally available to all types of pro-.
ducers. These will not be discussed in this report, but grants under the
Farm Improvement, Small Farm and Silo schemes, subsidies on fertilisers
and lime “and for ploughing grassland are the most important forms of sub-
vention under this head. ’ : :
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II.  GOVERNMENT ASSISTANCE TO MEAT PRCDUCTION.

(&) Policy Objectives and Guaranteed Prices

There are no spccific targets for the level of meat production in
the United Kingdom, and the primary objective of current policies in
respect of meat production is to support producer incomes at socially
and politically accaptable levels.

However, the Government does attempt to :

(1)  influence the level and trends of production of
particular commodities in the light of changing
conditions of supplies and demand, the costs of
support, ‘the level of producers' incomes and
other relevant circumstances.

encourage the production of animals of the type
best suited to consumer requirements.

lower costs of production through stimulating
improved productive efficiency so as to minimise
the costs of price and income support in the
short-run, and gradually remove the necessity
for special support measures for fatstock pro-
duction in the longer term. '

Objectives (i) and (ii) are attained chiefly through periodic changes in
the levels at which fatstock prices are guaranteed and the types of ani-
mals which qualify for support; attainment of objective (iii) is attemp-
ted mainly through the grant-aid available for the improvement of farm
land and fixed equipment.

The evolution of policies with respect to desired trends in produc-
tion arc outlired in this section.

Looking back over the policy statements made over the last decade
with regard to th: trends in the preduction of particular products that
the Government wished to bring about, thé following pattern emerges.

It has been consistent Government policy to encourage increased pro-
duction of beef in the United Kingdom, and to this end the guaranteed
price has been repeatedly raised (Table 10 j.  This policy has been
followed for a variety of reasons amonjyst which a desire to solve the
surplus milk production problem by encouraging a switch to beef would
rank highe So would the fact that beef has carried a relatively low
unit rate of subsidy over the period (Table 19), The situation whereby
the Government virtually has to increasc some product support prices if it
wishes to cut those of others in serious surplus under the rigid formulae
of the Agriculture Act, 1957 has also played a part. These influences
have carried more weight than the strict economic case for encouraging
beef production in the United S}ngdum,for beef has carried a subsidy in
every year since decontrol. (2

Of late, it is noticeable that a note of caution has entered into
official pronouncements concerning beef production.  There has been

(12) The Ministry of Food ceased to trade in meat in 1954; prior to
decontrol Exchequer payments on mcat were partly consumer subsidiess
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increasing emphasis on the need to produce "beef of the quality
required by the market" relative to the desirability of increasing
beef output per se, and this has recently been reinforced by a.
tightening of grade standards for animals eligible for guarantee.

In the first few years after decontrol, policy with regard to
the production of mutton and lamb was intially to encourage
production., After 1956 the emphasis was laid mainly on the need
to reduce costs in view of a rising rate of subsidy and the avail=
ability of increasing supplies of low cost mutten and lamb from:
Australia and New Zealand. This phase lasted until 1960 when-it
was flatly stated that "the need was to check expansion“.(13§
These policy shifts have been reflected in the prices guaranteed
to producers and in aprogressive reduction in the weights of animals
on which deficiency payments were made.. So far, however, these
changes have not interrupted a continuous expansion in sheep numbers
and the production of mutton and lamb. (Table 11).

Official policy in respect of pigmeat production in the United
Kingdom has gone through phases of severe discouragement, cautious
encouragement and stabilisation, in that order. A rapid expansion
of pigmeat production was encouraged in’the immediate post-war years
. as being the quickcst way to improve a meat deficient diet, But by
1954 it was manifest that expansion had gone far enough; - the unit
rate of support was very high ‘and, far from alleviating our balance
of payments problem, expansion of the pig herd was necessitating a
heavy bill for the importation of feedingstuffs from dollar areas.
Prices were accordingly heavily cut (Table 12). However, by 1959
it was judged that the reduction in the national pig herd had gone
too far, and guaranteed prices were raised following the 1960 and
1961 reviews, But also at the 1961 review was introduced the
current "flexible guarantee" arrangement, which is designed to
_stabilise the output of pigs at between 10,3 and 10,8:million pigs:
slaughtered per year, This is the nearest the Government has ever
come to fixing a specific production target for home produced’ meat, -

In summary, current policy with regard to the trends in the
output of meat it is desired to see produced in the United Kingdom
appears to entai) a reduction in the output of mutton and lamb and a
stabilisation of the level of pigmeat production at about 750,000
metric tons a year. ~Official policy still foresees room for a
continued expansion in the domestic production of becf and veal,
but in recent years this view has been advanced with increasing
hesitation and subject to much qualification,

(13)
Annual Review and Determination of Guarantees, 1960. Cmnd, 970,




FAT CATTLE GUARANTEED PRICES, BEEF CATTLE NUMBERS AND PRODUCTION OF BEEF AND VEAL iN THE UNITED KINGDOM, 1954/5-1962/3.

TABLE 10.

| Guaranteed price(l)
- shillings per live cwt.

- =-.DeMe per kg. liveweight

Percentage change

1954/5

1955/6

1956/7

- 1957/8

1958/9

1959/60

1961/2

1962/3

133.17
1.47

138.67
1.53

151.00
1.66

. 156,00
1.72

157.00(4)

1.73

157,00
1.73

1960/1

157.C0.
1.73

167.00
1.84

167.CO
1.84

+ 4.1

+ 8.9

+ 3.3

+ 0.6

+ 6.4

cattle pogulation (Great

Britain 2 ) ('000s)

6986

7174

7044

7093

7482

7826

(3)

and veal production
('0C0 metric tons)

- 747

879"

(1) April - March years.

(2) At 4th June each yeér.
distinguished from dairy cattle.

(3) Excluding imported fat cattle.

June - May years.

(4) This increase was confined to Grade I cattle.

() Forecaste

- SOURCES 3 Agricultural Statistics; . June Censuse

Annual Review White Papers.

The Agricultural Census in Northern Ireland is not in a form which permits beef cattle to be




FAT SHEEP GUARANTEED PRICES, SHEZP NUMBERS AND PRODUCTION OF MUTTON AND LAMB IN THE UNITED KINGDOM, 1954/5-1962/3.

TABLE 11.

1954,/51 1955/6 1957/8 | 1958/9 ‘1959/60 1960/1 1961,2 |1962/2

! carcacsa weight 34,50

¢ carcase weight 3.55

(2]

Populeation </
- brecding cwes, ) Qc2 ! 9202

- total snzep, ' 2 20G49

Mutton and lamo produc
(PCOC matric fan0

(1) i1 s vess
April = mamin yoors

'
(> .
(2) At 4th June.

Excluding importea fat

Forecas=s

URCES : Agricultural Stat
Annual Roview Whid




FAT PIG GUARANTEZD PRICES, PIG NUMBERS AND PRODUCTION OF PIGMEAT IN THE UNITED KINGDQM, 1953/4-1962/3.

TABLE 12,

Guaranteed price(l)
- shillings per score
deadweight
.= DeM. per kg. deadweiht

Corresponding standard
feed price .
- shillings per cwt
- DoMs per metric ton

Equivalent guaranteed price
with feed at 27s. 9d.
oT cwte (DeMe 305.92
per metric ton)
- shillings per score
deadweight
- = DeMe por kge deadweighit

Percentage change

1953/4

1954/5

1955/6

1956/7

1957/8

1958/9

1959/60

1960/1(6)

1961 /46)

1962/56)

29.83
328.85

51425
3.16

27.75(5)
305492

28425
311,43

27.08
298453

43.58(4)

2.69

24,58
270,97

46.75%)
2.89

- 140

Pig populationfz)
- breeding sows ('0003)
- total pigs ('000s)

685
5474

Pigmeat production(s)
(000 metric tons)

651

(1) april.- March years.
(2)
(3)

At 4th June each year.

(7

Forecast.

Ihcluding esiiméted production from holdings of less than one acree. June - May yearse

(4)
(5)
(6)

Subject to the operation of the flexible guarantee formula.
Adjusted to current feed formula,

The scparation of the quality premiums from the overall guarantee from April 1960
onwards is ecquivalent to a further sixpence per score deadweight on all pigs -
(D.Mo 0637 per kg.)

SOURCES @ o

" Agricultural Statistics.
Census.
Annual Review White Papers,

June
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(B) The Operation of the Price Guarantee System

1. introduction

Fatstock prices are supported within the gencral framework of the
Agriculture Acts 1947 and 1957, and fall within the provisions of the
latter Act whereby the total value of the guarantees to the agricultural
industry may not be reduced by more than 2,5 per cent between years, nor
may the guaranteed prices of individual types of fatstock be reduced by .

more than 4 per cent in any year or.by more than 9 per cent over a period
of thiee consecutive years, '

Guaranteed prices of fatstock for the following .April=May year are
announced immediately after each annual price review, together with any
Tevisions in the classes of stock which are eligible for guarantee pay=
ments and the conditions under which guarantee payments will be made,

The system of price support used is a collective deficiency payment,
whereby a deficiency payment is made on all eligible stock marketed each
week if the average market realisation price in each week falls below
prescribed minimum levels, There is no price guarantee to individual
producers, Each seller of fatstock is left to obtain the highest price
he can for his animals and will only receive a deficiency payment if the
average realisation prices on all sales in the weeks he markets his
animals fall below certain limits. Similarly, any subsidy is paid at
flat rates per unit of weight on all eligible stock marketed regardless
of the actual realisations on individual animals or the receipts of
individual sellers. In this way each farmer has the incentive to get
the best he can out of the market, while the industry as a whole has an
assurance of a "price floor" near to the guaranteed standard prices
fixed each year at the price reviews. Under such a system there is,
of course, no price "ceiling", though in practice market prices are but
infrequently above the prices guaranteed,

Not all classes of fatstock are eligible for price guarantees. In
general, the price guarantees apply only to animals fattened specifically
for meat or bacon;” cast breeding animals and other animals of types
which would not produce meat of acceptable quality (particularly immature
animals)_are excluded, Thus beef and dairy cows, bulls, sows, boarsg,
ewes and rams, calves, grossly immature and emaciated animals, and
animals in an advanced state of pregnancy are sold without benefit of
guarantecd prices. Importéd pigs are not eligible for guarantec, but
imported cattle and sheep are eligible at a reduced rate pr?vi?ed they
have been in the United Kingdom for not less than 13 weeks, 14
Guarantec payments are also only made on animals within specified weight
ranges, any weight in excess of the maximum being ignored for price
support purposes.

2, Methods and Mechanisms

Farmers are frec to sell their fatstock where, when and how they
choose 5 but to get any deficiency payment which may be due the animals
must be certified at an approved certification centre and permanently
marked to prevent re-presentation, Most auction markets, bacon factories
and slaughterhouses arc approved certification centres. Details of the
realisation prices, weights and grades of all animals certified as being
eligible for guarantee payments by Government grading officers are sent
to a national centre, and this information is the basis for calculating

(14) The guarantee (if any) payable on non-attested imported cattle is
3s, 6d, per hundredweight liveweight (D.M., 0,04 per kg.) lower
than on home bred cattle; attested imported cattle attract the
full guarantee. Any guarantees paid on imported sheep is
0.75d. per pouiid dressed carcase weight (D.M. 0,08 per kg.) lower
than on home bred animals.,

Vs
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(1) 'wéekly national average prices for all classes of
stock and the rates of deficiency payments due,

(i1) the deficiency payments due to individual producerse

Standard prices for fat cattle and fat shecp are laid down for each
weck of the year. There is no scasonal price scale for pigs, but the
standard price is adjusted when necessary to take account of variations
in the cost of a standard feeding ratione The deficiency payment opér-
ates to bring the average weekly price reccived by farmers to near these
standard prices, though in a most roundabout manner.

Each week average unit prices are calculated for each class of
stock (cattle, sheep and pigs) from the actual market realisation prices
and weights of animals certified in the preceding four wecks and
cstimated market rcalisation prices and weights of animals likely to be
certified in the succeeding four weeks. If these estimated average unit
prices for the whole eight week period are less than the average of the
scasonal standard prices for the same eight weeks then the differences
are announced as "provisional unit rates of guarantee" for cach class of
stock for the forthcoming weeke This complicdted process is illustrated
by the hypothetical examples shown in Table 13 ’ '

At the end of ecach weck actual average market prices are examined.
If market prices followed the expected trends then the provisional rates
of deficiency payments proviously announced are paid on all stock marketed
in the week. - ' '

If, however, markct prices were so different from those forecast that
the "average returns" on any classes of'stock =- 1le.c. market prices plus
provisional guararitee rates =~ would have been outside prescribed
"stabilising limits", then "stabilising adjustments" are made to the pro-
visional guarantec so that the "final rates" of subsidy together with the
average market prices will bring the average return on all stock sold
within the range of thi stabilising limitse ‘

That is, if the average return in any weck falls short of the lower
stabilising limit for that weck for any class of stock, the final rate of
deficiency payment is higher than that provisionally announced by an
amount sufficicn* to bring the average return for the week up to the lower
limit. If, on the other hand, the actual average market price plus pro-
visional guarantee werc to excced the upper limit, then thoe final rate of
deficiency payment made would be lower than that provisionally announced
by an amount sufficient to briny the average for the weck down to the
upper stabilising limits.

Figurss 8, 9 & 10 illustrate how those arrangements have worked over
the last three years and how average returns to farmers have been held
close to the standard prices and above the lower stabilising limits,
despite wide fluctuations in market prices.

It has been questioned whether there is any particular virtue i?ig?e
whole system of announcing provisional and final rates of guarantee.

The essence of the present system was introduced when meat was decontrolled
in 1954, when farmers were uncertain as to how free markets would work, and
when it was desired to give them virtually complete assurance of firm
prices before they sent stock to market. The original system was even

(19 ATTWOOD, E.A. and HALLET, Ge¢3 The Marketing of Farm Products in the
U.K‘; Jour. ROY- Agric. SQC. Eng.; Vol. 119, 1958, pp. 19“340




HYPOTHETICAL EXAMPLE ILLUSTRATING THE CALCULATICN OF THE PROVISIONAL RATES OF GUARANIEC; FAT CATTLE 3

WEEK CQamENC

ING 30 APRIL.

TABLE 13,

Week
commencing
Mareh 26

Week
comnencing
April 2

Week
commencing
April 9

~ Week
commencing
April 16

Fou
April 2

r weeks
3 te May 21

1d.
6d.
5de

ld.
5d.
Od.

158s.
155s.
150s.
‘'150s, 5de
154s. 10Qd.

9% cwte
36,4277 .

154s.
150s.
145s.
1l44s. 9d. |-
150s. 1Cd.

9% CW‘t‘o
36,217

152s,
149s.
144s. 1d.
1l44s. 2d.
149s. 10d.

9'2— cwte
39,452

10d.
2d.

1525,
148s.
143s.
144s. 3d.
149s, 4d.

9‘2’ cwte

38,597

9d.
6de
9d'

I 1light cattle
I heavy cattle

Average price of Grade
Average price of Grade
Average price of Grade II light cattle
Average price of Grade II huavy cattle

Weighted average market price of all cattle(lz(fo Estimate

155s. 1de
9% cwte

170,000

Average weight of all cattle (B) Estimate

Tctal cattle certified (C)
Total value of all cattle cortifieds;

(a) x 8) x ()

Estimate

£2,663,081

£2,738,233

" ‘,.»"‘\,
£23,611,368

x 9%) + (170,000 x

£2,809,861
N~

~—

£2,881,722

Estimate £12,518,471
4-“.—"/

. o r—"

8d vCW‘t-

9_5_) = 152s.

Average price for the eight-week period (total value divided by total weight (150,543
. - ?

182s. 3decwte
29s.. 7decwte.
31ls. 8d.cwte
26s. 6d.cwt.

LN ] eae0 sese oo LN} eeoe see

Average seasonal standard price for the same cight-weck periode

. eee ees

Difference, being average provisional guarantee rate for week commencing 30 April e cee eoe
295- 7de +.2se. .1d.

295. 7dc "' 250 ll.d.

Therefore the provisicnal guarantece rates to be announced are 3 Grade I -
I1 -

Grade see

(1) “eighted average of 211 grades.




AVERAGE MARKET PRICES AuD AVERAGE RETURNS STEERS AND HEIFERS 1959-1962.
Shillings per live hundredweight .

90

(1) s -
Weighted average Grades I and . N
80 | ‘ Standard.Pr1Cu.

5. ‘ Stakilising' Limits.
1 SCURCE ' o
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FIGURE 9. AVERAGE WEEKLY MARKST PRICES AND AVERAGE -RETURNS SHEEP 1959-1962.

“Pence per "lbe. dressed carcase weight

Standard Price.

Stabilising Limits.

SOURCE :

MeAeFoF. Weekly Préss Notices.
C . Average Return,

5 . .— Market Price.
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FIGURE 10, AVERAGE WEEKLY #ARKET PRICES AND AVERAGE-RETURNS PIGS '1959-1962.

Shillings per score deadweight.

—— . Standard Price.
Stabilising Limits.
Average Return (Other).
SOURCE - Market Price (Othar).
M.A.F.F. Weakly Press Notices. )

.. - - . . Average Retutn (Bacon).

—y={=—)=—t- Market Price (Bacon).
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‘more complicated than the present one - and understood by ?ve? fewer
people =- and'it almost collapsed under its own complexity. 16 The
present arrangements were evolved from the wreckage,.and it can be said
in their favour that they are simpler and more easily understood.

But it has beon suggested that a still- simpler system of deficiency
payments of the typ¢ operated for wheat- = whereby a straightforward
deficiency payment at a uniform rate is.made to bridge any gap between
seasonal standard prices and actual market prices = would serve the
purpose of giving producers a measure of price support and stability
equally well., It would still be possible to influence the seasonality
of marketings by having weekly standard prices, and the individual farmer
would still be left to feel the "bite of the market", and so be induced
to produce animals of the type best suited to consumers' requirements and
to seek the most remunerative outlet for .them. ’

A similar copclusion would, apply if the present deficiency payment
system of price support was eventually to be replaced by methods which
relied on control of the total.volume of supplies on the market, such as

those it is cnvisaged will be operated within the E.E.C.

» However, the substance of the criticisms which have.been made of the
present arrangements is of their complexity = not of their effectiveness
in giving pricae support and stability to the industry as.a whole, which is
not in disputes There are criticisms to be made of the deficiency pay-
ments system as a whole and in detail (see later sections), but these do
not stem primarily from the method of calculating and operating the
guaranteas. .Furthermore it is undoubtedly the case that deadweight
buyers, such as the FcM.Cos.would be hampered in their practice of buying
on the basis of fim. prices. announced in advance under.a system of simple
retrospectiva deficiency payments,(17) and the present system has at

least the merit of not discriminating between methods of marketinge

3. Seasonal .Standard Priceé

The overall guarantecd prices for fat.attle and fat sheep are bro-
kendown into scasonal scales of weekly standard pricess Those which
will operate in the 1962/3 fatstock markcting ycar are as shown in
Table 14.

It will be seen that the fat cattle price schedule has a maximum
spread of .about 10 per cent on either side of the price guaranteed over
the year as a whole, being highest in April and lowest in October. The
spread for sheep is narrower, ranging from 4 per cent below the basic
guaranteed price in the period when lambs are being fattened off grass,
and rising to 1l per cent above the basic price for over-wintered animals.

These ranges have-varied only marginally from year to year, indica-
ting that the major purposc of the seasonal scales is to maintain approxi-
mately the same margin on cheaply produced cattle and sheep killed off
grass in the summer and autumn and the-more costly over-wintered animals,
rather ‘than to bring about any particular tomporal pattern of supplies. .
In fact, the weekly.Standard prices are calculated by formulas they ‘are
placed at levels whith, when weighted-by the arithmetic average of cer-
tificitions in the corresponding weeks of the threc previous years, are
equivalent to the price guaranteed over the year as a whole.

(16) Agricultural Register 1956-7, New Series;- Agrice Econ. Res. Inst., Oxf
. Chap II, pp. 31"33. L

(17) Most deadweight sales are made under special arrangements made by the
Ministry whereby any deficiency payments due are made to the buyer
rather than the seller of fatstock, and the buyer includes the pro-
visional guarantee payments in the prices quoted to farmers. :
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WEEKLY STANDARD PRICES AND STABILISING LIMITS, FAT CATTLE AND SHEEP 1962/3.

TABLE 14,

Week
Noe

Commencing

Cattle

-~ Sheep - .

Shillings
or cwt.
liveweight|

DoM.
per . kg.
liveweight

Pence per 1b.
dressed care
case weight

DeM. per kg
dressed car-
case weight

Stabilising

Limits

+10.0

T o.11

* 3.0

+0.31

Weekly

Standard

" Price

VOO UDWNH-

Cctober

1963
January

182,0
1 182,5
183.0 .
183.0
183.0
183,0
182.5
181.5
180.5
179.0
1775
1755
173.0
170.5
163.0
165.5
163.0
160.5
15845
157.0
155.5
154.5
1535
152.5
151.5
15045
149,5
148,5
148.5
148.5
148.5
148.5
149.5
'151.5
153.5
156.5
159.5
161.5
163.5
163.5
16640

167.5
169.5
171.5
©173.0
174,0
175.0
176.0
177.0
178.0
179.5
-180.5

182,0

L ] L]
[eNe)
— =

A)h)h)b)thJhJ

)

&bbbégséBS

e e o

[eoloe R osRNe]

ooooo\l\noqmAb&&bmo«nmoov—‘wwqomwmwwoqo

= b bt bt b b s s et
NNO DD DD OO O O O wd o o] oo D

® & 6 0 ¢ ¢ ¢ o ¢ o o

bt bt bt bt b b b bt bt e bt et b e bt et et
[ ] L ) [ ] L ] L] [ ) [ ] [ ] L] L] ® L] L )

0 ®

w

® o o ¢ 0 0 8 o o
OVOVVOVOOVOO®

SR I e e e Sy SN Sy S S
HOOOURNMWNF OO

43.00
43:.00
43.00
42,75
42425
41.75
41.25
40.50
39.75
39.00
38425
37.75
37.50
37.25
37.00
36.75
36.75
36.75
36.75
36475
36475
36.75
36.75
36.75
36.75
36.75
36.75
36475
36475
36.75
36475
36475 .
36.75
37.00
37.25
37.50
37.75
38.C0
38.00
38.00
38450

38.50
38,75
38.75
39.00
39.25
39.50
40,00
40,50
41.50

42,50
43.00
43,00

)
4442
4442
4,40
4,35
4430
4,24
4,17
4,09
4,01
3.94
3488
3.86
3.83
3.81"
3.78
3.78
3.78
3.78
3.78
3.78
3.78 -
3.78
3.78
3.78
3.78
-3.78
3,78
3.78
3.78
3.78
3.78
3.78
3.8l
3.83
3.86
3.88
3.91 .
3.91
3.91
3.96

3.96
3.99
3.99
"4,01
14,04
4,06
4,12
4,17
4,27
4,37
4,42
4442
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4. The Pig Feed and Flexible Guaranteo Formulae

- Th: guarantzed price for piys does not vary scasonally but is in-
stead linked by formulae to feed costs and the likely level of future
production. ’

The basic guaranteed price for 1962/3 on which any deficicncy
payments ar2 based is 46s. 9. per score deadwelght (Derls 2489 per kge)
when the price of a "standard ration" is 27s. 9de per cwte (Deite 306492
pur motric ton). The composition of the standard ration is

%

Feeding wheat 20
Barley meal 40
Feeding oats . 10
hMalze meal . 10
#heat offals 10
White fish meal 5
Extracted soya bean meal 5

The pricoes used in calculating the cost of the ration are measured at
the dealer, procecsor or compounder stage of distribution at seven
major ports, and are for lots of not less than five tons. The cost

of th: ration 1s calculated cach week and the average cost over any
puhiod of 12 consecutive woeks dotermines the adjustment to the guaran-
toed price in the third week following the twelve wecks' period -

.04 the average of the weekly costs of the standard ration in the 12
weks 26th warch to Flth June, 1962 will be reflected in the guaranteed
price for the week cuwnencing 2nd July, 1962. For every change, up or
down of one penny por cwte (Deme 0.92 pér metric ton) in the cost of
the ration the guarantecd price of pigs is similarly changed by one
penny per score (0.5 pfennigs per kge). In this way pig producers'
margins are insulnted from variations in their largest cost item; and
one of the classic causes of instability of the pig industry -
fluctuations in the pig/foad price ratio - is combatteds

The flexible guaranteced price arrangements also have the purpose
of stabilising piy production. They operate by reducing or increasing
the basic guaranteed price at three-monthly intervals according to
whether the estimated total numler of pigs coming forward for certifi-
cation in thu ensuiny twelve months is grester or smaller than the
10.3 to 10.8 million to which the basic guarantee relates. The
~ schedula of price adjustments is shown in Table 15,

FLEXIBLE GUARANTEE FORMWIJLi FOR PIGS, 1962/3.

TABLE '15.

Adjustment to basic guaranteed
price

Foracnst lovel of certifications |5 737 per score | pfennigs per kge

deadweight deadweight

Less than 9.75 million pigs + 1s. 6d. + 9.3
«75 million or mor: but less .
than 10 million + ls. Od. ' + 6.2

10 million or morec but loss than
10.3 million T+ 6d. + 3.1

10,3 million or more but less
than 10.8 million ' ‘ nil

10.8 million or morec but less ' )
than 11 million - - 3.l

11 million or morce but less than
11,25 million - 642

11,25 million or over -~ 9.3
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Since the arrangement was introduced following the 1961 review,
adjustments have been both upwards and. downwards. It is too early to
say whether the flexible guarantee will bring increased stability to.
the pig industry by narrowing the amplitude of fluctuations in pig
numbers. But there will certainly be a problem of price interpreta-
tion by producers, for it is already clear that feed formula adjust-
ments can overlay flexible adjustments to the basic guaranteed price
and obscurc the position to all but the best informed producers. This
is cvident from Table 16, which shows how zctual guarantoed prices
changed in some representativé weeks of the 1961/2 year, and the way in
which recent additions attributable to rising feed costs have oversha-
dowed reductions in the basic guarantec under the flexible price
formula.,

8. Stabilising Arrangements

The purposce of the stabilising arrangement is, on the one hand, to
protect the industry from a sudden collapse in the market whilst still
permitting the downward trend in the market to be brought home to pro-
ducers by the fall in their average receipts, and, on the other hand,
the upper limit protects the Treasury from having to pay out large sums
in doficiency payments on 2 rising morket, whilst still permitting the
rise in average returns tb encourage producers to bring stock forward.

Clearly, so long as a system is used which involves the announce-
ment of provisional rates of deficiency payments and the latter is cal-
culated on tho difference botween market and standard prices over an
eight waek period, thon without some such arrangement as the stabilis-
ing limits and adjustments, sudden changes in market prices could
involve producers who markeced stock in.a particular week receiving
either very low average returns or cxcessive Exchequer paymentse To

tho extent that this is prevented this feature of the system has merite

Table 17 shows thc magnitude of the stabilising limits for the
three classos of fatstock and their relationship to the overall and
weekly standard prices. :

The wider are the stabilising limits, the more producers' average
returns can vary from the overall guarantees, and therefore the greater
is the incentive for each producer to produce animals of the type most
in demand and m-.rkot them to best advantage. It is significant that
the stabilising limits for cattle and sheep were raised at the 1962
review from 7s. Od. to lUs. Od..per live cwt. and from 2de. to 3d. per
lb. dressed carcase weight respectively.

Special stabilising arrangements are operated in respect of pigs.
The provisional guarantoé is Calculited -and--announced:in respect of
all pigs, but the average returns to preducers are calculated sepa-
rately for .

(a) bacon pigs and
(b) other certified pigs,

and separate stabilising adjustments may be made to the provisional
guarantee so as to kecp the average return to producers from each
market above the lower stabilising limit. This arrangement was in-
troduced in 1959, and wes designed primarily to yive stability of
returns to bacon pig producers.  Prior to the separation of the
guarantecs, it sometimes happencd that bacon pig prices were depressed
for long periods while pork pig prices were so high that no deficiency




COMPOSITION OF GUARANTEED PRICE FOR PIG3, SQUE REPRESENTATIVE JEEKS, 1961/2.

TABLE 16.

Commoncing

20/11

Se d-

Basic gucranteed
price + 7.

Flexible guarantee
adjustment

Feed formula
adjustment

Actual standard
price 11.

SOURCE : ieAeFeFe Weekly Press Notices.




FATSTCCK STABILISING LIMITS, 1962/3.

Stzbilising Limits

rclation to 3

Yzars
standard
price
Pfennigs . |. = .
per  kg. »%‘ ) : A

Seasonal Seasonal
low high

Ss d.-

+

Fat cattle j 10s. per live hundredweight. 11.0 | 6.0 5¢5

Fat sheep ‘ f 3d. por lbe dressed. carcase weight

2s. 6d. above ) per

Fat pigs . ~to ) score
~ 2s. Od. below ) dw.
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payment was due to the pig industry as a whole, Under present arrange=
ments this situation can no longer arise and with an - assurance of overall
stability of returns prcducers need not be deterred from investing in this
relatively specialised enterprisc. Moreover, the separatc stabilising
arrangements have facilitated the placing of long~term contracts for bacon
pigs. :

6. Guaranteus and Quality

Three featurcs of the guarantced price arrangements arc designed to
encourage the production of animals suitcd to medern consumer prefercnces -
for lean meat and small joints, ' R

(i) Animals must be of minimum weights and produce carcases
of minimum standards of quality in order to qualify
for deficiency payments,

(ii) The deficiency payment is limited to maximum weights on
cach animal,

(i1i) Quality premiums are paid on certain classcs of fatstock,

Qualifying standards

In order to discourage the marketing of grossly immature or
unfinished animals, fatstock presented for certification must be of
minimum weights and satisfy minimum. standards of conformation and "finish"
in order to attract the guarantece payment,

The minimum weight 3tandards which.will operated in 1962/3 are as
follows '

Liveweight Dressed carcase
weight
lbs.,  kag. lbs, kg.

Ordinary cattle :

Steers 840 . 450 204
Heifers 728 390 177

Special young animals 3
Steers 784 430 3195
Heifers 672 365 5166

Sheep - - 17 8
Pigs @ 90 41 60 27

Minimum quality standards are not asscssed by objective measurements
other than that live cattle must have an estimated killing out percentage
of not less than 54‘pcr cent for ordinary cattle and 55 per cent for - °
special young animals,  The specifications are general indications only
and contain such phrases. as "reasonably well fleshed", "finish should be
fair", "fat covering not excessive", "fat should be firm", etc. :
Neverthecless, there has becn only isolated criticism of the application
of the minimum quality standards by the Ministry's grading officers;
partly no dcubt because they arec not rigorous.

The general minimum standard for fat'cattle was revised at the 1962
review in such a manner as to lay down much more stringent requirements in
respect of conformation., This has caused a great deal of uncertainty as
to what the consequences of the new minimum standards will be, and partice
ularly as to whether many beef animals derived from the dairy herd will
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qualify for price guarantees in the future. It is also suspected that,
.whereas the previous minimum quality standards excluded from the guaran=-
tees only those animals which were manifestly unsuited to present day
consumer requirements, the revised standards may preclude from guaran=
tees animals of a type which the trade has previously found to produce
beef readily acceptable to consumers.

On the other hand, the lowering of the general minimum weight stan-
dards following the 1962 review so as to include spaecial young cattle -
provided they meet exceptionally rigorous standards of finish and '
conformation =~ has beecn generally welcomed as admitting to eligibility
for guarantees the type of intensively-reared animal which produces the
lean meat and small joints in greatest consumer demand,

Maximum weights 3

In order to discourage the production of overweight animals the .
deficicency payments on any animal is limited to maximum weights, =
although there is no upper limit to the weight at which fatstock may be
marketed and qualify for price support. The following are the maximum

weights to which guaranteed prices will apply in 1962/3.(18)

Drassaed carcase
weight

lbs. kgo lbs. kg.

Liveweight

Cattle
Steers 1568 890 404
Heifers 1232 700 318

Sheep : '
Lambs 5 . 23

Hoggeté(K» and other
clean sheep 60 27

Pigs 1 95

Quality Premiums s

No qualityprnmjums are paid on sheep and lambs but fat cattle defi-
ciency payments are paid at two different rates according to quality, and
two classes of fat pigs which best suit the traditional Wiltshire curing
industry's requirements also receive quality premiums,

Cattle which do not exceed prescribed maximum'wsigihts and which meet
certain standards of finish and conformation are classified as Grade I and
receive a premium of 5s. Od. per live hundredweight (5.5 pfennigs per kg.)
compared with all other animals reaching the general minimum standards;
the latter are placed in Grade II.

(18) As from 2nd July, 1962 for cattle and sheep; from 26th March, 1962
in the case of pigs.

(19) A lamb becomes a hogget on the lst January following the year in )
which it was born, provided it is more than threc months old-at the
lst October. Lambs born betwecen 1lst October and. the 3lst
December (inclusive) are classified as hoggets on the second 1lst
January following their birth. ’
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~ The.Grade I maximuin Weight standards, which were substaﬁtially
loviered following the 1962'review, will be as shown below for: the
1962/3 year, ) ; ’

Livéwdight Dressed carcase weight

. dbs. kg, © ibs. o < kg,
Steers 1288 584 o 1064 483
Heifers 750 340 620 . 28l

The qualfty standards for animals graded I arey 6f course, higher
in respect of both'finish and conformation than the general minimum
standard, but again they are purely qualitative, and the application
by the Ministry's grading officers of -specifications containing phrases
like "moderately compact", "moderately thickly fleshed" and "finish
must be reasonable according to the age of the animal" is.bound to be

_ contended on occasions, even though there is general ‘agreement with
and understanding of the type of animal which is intended to be covered
by the premium grade specification, = - '

The premium is implemented by paying a higher deficiency payment
than the average due on all cattle on those graded I, and a lower rate
for Grade IT animals. In 1962/3 Grade I cattle will get 2s, 1ld..per -
live cwt. (2.2 pfennigs per kg.) more than the average rate of :
deficiency payment due each weck, while Grade II will get 2s, 11ld, per
live cwt, . (3.3 pfennigs per kg.) less than the average rate,

Quality premiums on pigs are limited to carcases of pigs which -
are ¢ ' ' o
destined for bacon,
sold on the basis of grade and deadweight and graded
by a Ministry grader,
certified at approved bacon factories, :
within the weight range 140 to 165 lbs, (64 to 75 kg.)
dressed carcase weight, : ‘

There are two rates of premium on bacon pigs. To qualify
either for Grade AA+ and a quality premium of 3s. Od, per score dead-
weight (18.5 pfennigs per kg.)y or for Grade AA and a premium of
28, Od, per score deadweight (12.3 pfennigs per kg.)s a pig must meet
the standards of length and back fat thickness shown in Table 18,

In addition to these objective measures, the carcasc must also meet
such subjectively assesscd requirements as "freedom from taint" and
“fat ... firm and white".

No quality premiums are paid on manufacturing or pork pigs, or
on pigs used in part for bacon which are not bought on a grade and
deadweight basis., The main reason for this is that no uniform
grading system has cver been devised which has proved generally
acceptable for such pigs. ' :

At one time the quality premiums on bacon pigs were paid from
within the general guarantee on all pigs, but since this meant that
bacon pig producers were to some extent being subsidised by producers
of other types of pig, the quality premiums have becn paid in addition
to any gencral deficiency payments since the end of March 1960,
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CARCASE GADING STANDARDS OF BACON PIGS FO QUALITY PREMIA.

TARLE 18, - millimetres

Bock f2t measurements

#inimum length

Grade Midback ‘Loin Shoulder
measurements

tiinimum Meximum Maximum

15 30 50
AA 15 30 50

GRCE + Fatstock Guarantee Scheme, 1961/2.

Duzdweight buyers and quality grading

Dcadweight buyers of fat cattle and bacon pigs-such as the FeiieCee
includa quality premia in the prices quoted to farmers. It may also be
noted at this peint that the Fuvi.C. and some other deadweight buyers base
payments on @ greater number of carcase grades than those used within the
deficiency payment system for the payment of quality premiums.  Thus for
fat cattle two dexdweight grades are recognised within Grade I and three
within Grade II3 shecp and lambs each have three carcascs grades, and
bacon pig circases are classificed into no less than cight different grades.
Again bacon pig grades arc based mainly on objective measurcments of fat
thickness and length, while the grade standards for cattle and shecp are
entirely qualitative.

Assessment of carcase grade standards is undertaken by the .
Ministry's grading officers at approved deadweight certification centres
which include most slaughterhouses and bacon factorics.
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- (C) Other Grants and Subsidies,

1, Calf Subsidy Scheme

Under the Agriculture (Calf Subsidies) Act, 1962 apbroved home
bred calves of beef type can quallfy for subsidy payments at the
following current rates,

Stcers [ £ 9. b5s, or D.M, 104
Heifers cecne £ 7. 10s, or DM, 84

The calves must be suitable for further rearing for beef produce
tion or, if heifer calves, for use for breeding for beef production,
Heifer calves of the Jersey, Guernsey, Friesian and Ayrshire breeds
are not eligible, but dual-purpose breed heifer calves may qualify
provided they individually meet the required standard on inspection,
Calves must normally be eight months old on inspection, but in
approved hill areas where winter keep is inadequate for the retention
of spring=born calves the minimum qualifying age is reduced to six
months,  This scheme is due to end in October 1964 unless extended
by Parliament,

It has been suggested that the calf subsidy scheme could be
dispensed with by making an equivalent addition to the guaranteed
price of fatstock, thereby effecting a substantial saving in the
administrative costs of ils operation and removing the anomalies
which occur in the granting or wighholding of the subsidy on duale
purpose and cross~cred calves. It is certainly the casce that
the scheme was originally introduced in 1947 as part of a whole array
of measures designed to bring about the’ ‘rapid increase of beef pro=
duction appropriate in the circumstances of those times. However,
the official attitude to this proposal is that there can be no
assurance about the proportion of any equivalent increase in fat
cattle prices made in lieu of the calf subsidy which would be
reflected in returns to rearers, indicating that the subsidy has a
social as well as an economic element in it, and particularly that the
scheme gives special aid to store cattle rearers in hill areas, If
concern for farmers in livestock rearing areas is part of the
rationale of the calf subsidy scheme then it may be considered that
the following schemes are a more direct means of achieving this end,

2, Special Aid for Livestock'Rearing Areas

Hill cow and ‘hill sheep subsidies

These subsidies are paid under the Hill Farming Acts 1946 and
1956 and the Livestock Rearing Act 1951, on female animals in regular
breeding herds throughout the year in reglons designated as “livestock
rearing areas".

Payment of the hill cow subsxdy is made in respect of breedlng
cows and in=calf heifers (maintained in an approved manner in a
permanent breeding herd used for the breeding of store cattle for
sale) at the current rate of £12 (D.M, 134) per head each year, Cows
kept mainly for milk production are not eligible, and the subsidy is

(20) pALLETT, G.; Subsidics to Meat Production in the United
Kingdom; Farm Economist, Vol, IX, No. 4, 1959, pp. 147-159,
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reduced in propertion to milk sales on herds where occasional sales of
milk are made, Recipients of this subsidy can be required-to use up
to 40 per cent of the total for improving the farm land and buildings,
but if a Livestock Rearing Land improvement scheme is undertaken it
may be possible for 40 per cent of the hill cow subsidy receipts to be
applied towards the applicant's share of the improvement scheme,

The hill sheep subsidy is not paid every year, but only in such
ycars as it is considered that the economic situation of sheep
producers in livestock rearing arcas warrants some spccial assistance,
The current year, 1962/3, is such a ycar, and the subsidy will be paid
at the rate of 6s, Od., (D.M. 3.36) per cwc and shearling ewe in selfe
maintained flocks and at 3s, Od. (D,M, 1.68) per head for flocks
maintained wholly or in part by the purchase of cwes or for the
production of cress=bred lambs for sale, To be eligible flocks must
be regular breeding flocks of rccognised mountain breeds kept on hill
land for the greater part of the yeor and managed in accordance with
recogniscd hill sheep farming practices.,

Grants for improving livestock rearing land s

Hill and upland farms depending mainly on the rearing of cattle
and shevp may qualify for grants amounting to 50 per cent of the cost
of carrying out approved schemes designed to impreve farm land and
fixed equipment so as to provide a reasonable income for the occupier.
Farms judged to be non=-viable even after improvement and farms capable
of producing milk, fatstock or crops (to the extent of 40 per cent of
the gross farm income) are not cligiblc, Grant=aid can cover such
improvements as work on bhuildings, farmhouses, cottages, roads,
fencesy water courscs, drainage, silosy..the reclamation of waste land
and improvement of pasture, planting shelter belts, connecting an
clectricity supply, etc. The individual improvements must be part of
a comprehengive scheme to improve the farm and its income potential,
and a scheme which is not completed may be revoked and the grant
recalled,

Roads impreovements s

The Government will give grant aid towards expenditure incurred
by local highway authorities in carrying out approved proposals for
improving rural roads in, or affording access to, uplaind livestock
rearing areas, at rates of up to B85 per cent, Individual farmers
benefitting from such improvements may be asked tc contribute towards
the proportion not covered by grant, . Estimated expenditure in
1961/2 on this scheme was approximately £0.55 million (D.M, 6 million),

All of the above schemes have the virtues of giving special
assistance to predominantly economically needy producers in difficult
cconomic arcas = as opposed to the broadcasting of aid indiscrimin=-
ately over farmers as a whole, as happens under price supports on
final fatstock products and the calf subsidy scheme,

The grants for the improvement of livestock rearing land have
the additional merits of their rcceipt being denied to fundamentally
non-viable holdings, and, in the case of recipients, being depcndent
on the completion of improvements which place the farms in a better
competitive position in the long term, Furthermore, by extending to
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hcuses, roads, .water and electricity supplies, as well as to the’
improvement of farm buildings and land, they strike at'the social
aspeCts of life in these remote aréas as well as at the. economic
problems of hill farming, This being the case it is to be

regretted that so little use of the livestock rearing area grants

has been made, Only some 10,000 schemes have been completed,
covering less than half the area which could benefit, and expenditure
.over the last few years has averaged only £1.5 mlllion (D. M 16,8
million) per year.

The hill cow and hill sheep subsidies and grants for the
improvement of farms in livestock rearing areas arc due to end in
‘November 1963 unless extended by Parliament,. The Government has -
- already indicated its intention to seek powers tc continue these
subsidy schemes for a further four years from that date.

3. Other Grant Aid to Meat Production

As pointed out earlier, store and fatstock producers benefit
from a wide range of grants which are equally available to
producers of all types. ' Just how far meat producers specifically
benefit from such grants i's not known, but in total the grant aid
_to cattle, sheep and pig producers under such schemes as the Farm
Improvement,:Small Farm and Silo schemes, and from fertiliser -and
ploughing subsidies, etc., must be at least as important as receipts
from calf, hill sheep and cow subsidies and the livestock rearing
area grants,

A new scheme vwiich is under discussion will provide grants to
encourage the production of winter-keep in livestock rearing areas
and the rcnovation of permanent grassland. No details are yet
" available, but such a scheme would tackle a major problem faced by

hill farmers,

4, A note on the Hill Wool Premium

Sheep farmers in upland areas have previously benefited by
being paid a differentially high price for wool produced from
recognised hill breeds. The premium was 3d, per 1lb, (30.9 pfennigs
per kg.) or some 6 per cent above the average return to all
producers, This arrangement was operated entirely by the British
Wool Marketing Board from within its overall revenues, but the-
Board has now decided that the 1961 clip year would be the last in
which;a premium on hill wools would be paid,
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(D) Subsidies to ieat Production.

The purpose of this section is to record the extent of direct
Government assistance te meat production since 1955/6 - the first
full year after decontrol of retail prices and trade in meat.

No account can be taken of the value to domestic producers of
tariffs, quotas, health regulations and other restrictions on trade,
of grant-aid under schemes which are non-specific to livestock pro-
ducts, and of such indirect oid as that resulting from the lowering
of feodwgrain prices as a conscguence of policies in the cercal
sectors,

Table 19 shows the annual average rates of deficiency payments
under the Fatstock Guarantee Scheme, expressed as a percentage of '
average returns and market prices of fatsteck presented for certi-
fications  Details of variations around these annual averages
during the last three years are shown in Figures 8, 9 and 10 where
it will be noted that deficiency payments have on occasion been as
large as market rcalisation prices.

Table:20 sects ocut the annual levels of expenditure on fatstock
deficicncy payments and grants and subsidies readily allocated to
- particular products, and these are related to the total value of
gross output of the products concerned, th-t isy including those
“classes of livestock not covered by the price guarantees.




- AVERAGE MARKET PRICES, DEFICIENCY PAYMENTS AND TOTAL RETURNS FATSTCCK CERTIFIED IN THE UNITED KINGDCM, 1955/6-1960/1.

TABLE 19.

1955/6(3)
Average
Average
Average

market price
deficiency payment
total return

Cattle

Sheep

Pigs{2)

Per live
_CWto

Pear kge
liveweight

Subsidy
as
proportion

Per 1
d.CnWo? )

Per kg.

deCeWe

Subsidy

as |
proportion

Per score
dead-
weight

Per kgo
dead=~
weight

Subsidy
as
proportion

Se

de

Debie

%

Pence

Daeide

</
e

Se de

Detie

5

146.- 1.

10,

1.61
0.01.

Q.6

32.00 .
3.50

3.29
0. 36

10.9

38, 3.
13. 3.

2,36
0.82

34.6

146. 11%

la62°

35.50

3.65

9'9

51.7 6,

3.18

2547

1956/7
Average
Average
Average

market price
deficiency payment
total return

"115.

0.
34- -~ 8

e 1,27
- 0,38

33.00
5.50

3440 *

o. 56 )

16.7

11.
11,

424

9.

2,65
0:61

23.1

'1494:

8.

33.50

14.3

52 10

3:.26

: 18 7

1957/8
Average
Average
Average

market price
deficiency payment
total return

3

125, 10, | °
0.

30.

M 1065

139
C 0.33

32.50
7.00

3-96 ’

21.5

- 37.

1.

10. 9.

2.29
0.66

29,0

) '155.

) 16._’

39.50

17.7

2.95

1958/9
Average
Average
Average

market price
deficiency payment
total return

147.

" 2
N 130 Llo

*1.62
Q.14

1 32.25
7.50

$23.3

39.

6.

2.46
0,37

15.1

160. . 3.

. 1.76

39. 75

18.9

2483

13.1

1959/60
Average
Average
Average

market price
deficiency payment
total return

153. - 5
4. 11,

1.69
- 0.05

26425
12.75

4846

39,
Ge

2.41
0.39

16.2

158. 4.

. 174

39.00

32.7

25,

2,80

14.0

1960/61
Average
Average
Average

market price
deficiency payment
total return

142,

e.
130 11%:

1.57
. 0.15

31,00
7,75

29.6

39.
6

2.43
0,39

15.9

156. 8.

T 1.72.

38.75

20.0

45,

2.82

13.7

(1) Dressed carcase welght.

(2) Including quallty premiums and feed “adjustments.
(3) The fatstock guarantee years generally run for 52 weeks from the end of Mazrch.

SOURCE & ivieF.F. private communication.




THE COST OF MAJOR SUBSIDIES TO iiEAT PRODUCTION IN THE UWITED KINGDGH, 1955/6-1961/2(1)

TABLE 20.

Cattle and Calves Shcep " and  Wool Pics(z)

Subsidies : s Subsidies Gross output Fnat Subsidy as
Subsidy as ™ , .

roportion | Total | pilys|QGross |proportion
1 Hi11| Total P po i ool p——Subsid Incl. | Excle-t- J|Excl, | sub=|output| gross
Calves cow sgb- gﬁtsit he eep| .l Incl.] Excl. twool |wodl . - 17 sidy output

sidy P ool 'worl- i £ ' . i

£'s million- =~ % £ million ' ‘ £'s million

1955/6 7.7 10,7 | 160,7| . 6.7 6es| 6.4 | T2.Q| 56,7 | . _46.7| 16845
1956/7 11.3 3| ‘51,2 206.6| 24.8 9.7 9.5 |"78.1| 62,9 15.1 | 30.2| 166.6
1957/8 12.9 49.8 | 221.7]  22.5 ) 13.2| 11.7 | 87.4| 70.9 ' 16.5 | 36.8] 162,0
1953/9 14,4 30,0+ 207.7 1444 i ’ 18.0{ 11,7 | '84.8 | 68.2 17.2 | 20.9{ 172.0
1959/60 51 16.5 2450 | T195.6] 12.3 28.1| 25.3 | 95.1 | .77..8 32,5 | 22,2 158.2
1960/1 17.6 | 4.6| 3%4.54 201.0] ~17.2 7| - 17.2| 1446 | 94.6 | 78.5 |- 1816 | 20.0] 150,2

1961/2(3) 8.2 73.9 | 232,7] 31.8 36:1| 33.5 [105.8 | 88.7 37.8 | 40.2] 162.9

M, million. % million- _ % |DeMe million

1955/6 445 8642 | 29,1}119.8{ 1799.8 67 71.7) 71.7 |8006.4 | 635.0 11.3 1523.0{1887.2
1956/7 40443112646 | 42.6{573.4.| 2313,9 24.8 108.6{106+4 {87447 | 704.5 | 12,4[15.1 |338,2{1865.9
1957/8 381.91144.5 | 31.4|557.8 |.2483.0 22,5 147,8{131.0 {97849 | 7941 | 15.1]16.5 [412.2[1814.4
1953/9 140.01161.3 | 34¢7|336.0 | 2326,2 14.4 201.6{131.0 | 949.8 | 7638 | 21.2{17.2 |234.1]192644
1959/60 381 {18448 | 45.9|268.8 | 2190.7 12.3 3.4 314.71283¢4 |1065.1 | 871.4 }2945(32.5 |248.6|1771.8
1960/1 137.81197.1 | 51.5| 38644 | 2251.2 17.2 192.61163.5 [1059.5 | 879.2 {18.2{18,6 [224,0]/1682.2

1961/2(3) 569.0(203.8 | 54.9{827.7 |-2606.2 31.8 40443]375.2 1185.0 | 993.4. 34.1137.8. 450,2 1824.5
(1)

Subsidy costs are for financial years beginning lst on c'ommodity gyross oixtputs are for Jurie-May . years.

(2) Including quality premiums.

(3)Estimates.

SOURCES ¢ Annual Abstract of Stati;'stiz:s, 1961, Table 213.
Annual Review White Papers, various years. -
Civil Estimates, Class VIII,
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III. TRADE_IN MEAT AND_MEAT PRODUCTS

Trade in meat and meat products between the United Kingdom and
Commonwealth and foreign countries is entirely on a trader-to-trader
basis,

1. Imnediments tc Trade

Tariffs

. The tariffs levied on the major categories of imports of meat and '
meat products are as-shown below. All imports from Commonwealth
countries ( and South Africa and the Irish Republic) enter.duty free,
and imperts of bacon and canned pork luncheon meat enter.duty free from
E.F.T.A. countries, The major meat tariff is the 20 per cent duty on
non-Commonwealth (mainly Danish) supplies of boneless beef; such
supplies only represented some 2,5 per cent of total beef and veal
imports in 1961, The 0,75d, per 1lb, duty on chilled beef was equiva=-
lent tc an ad valorem rate of about 3.5 per cent in 1960/1, and the
0.67d. per 1lb, duty on fresh and frozen beef had a similar value.

Mutton enters duty free from all sources, and the major supplier of
bacon, Denmark, also foces no tariff barrier. Other suppliers of bacon
and all non-Commonwcalth suppliers of pork face a 10 per cent duty, It
is apparent that the United Kingdom generally follows a liberal tariff
policy in respect of imports of meat and meat products, Such duties

as oxist ore mainly low and arc primarily preferential duties favouring
Commonwealth supplicrs.

UNITED KINGDOM TARIFE ON MAJOR_MEAT AND MEAT PRODUCTS IMPORTS, 1962,

TABLE 21,
Code number Description Full duty

01.02-01,04 | Live animals Free

02,01 | Beef and veal :
- Boned or boneless 20%
- Other
Chilled 0.75d. per 1b.
(7.7 pfennigs per kg.)
Fresh or frozen 0.67d, per 1b,
(6.9 pfennigs per kg.)

Mutton and lamb - . . Free

Pork ’ 10%
Bacon . o 10%

Fresh edible offals
=~ Beef and veal
Sweetbreads and tongues
Other

- Other

Canned. corned beef and veal

Canncd beef tongues

Canned corned mutton

Canned pork luncheon meat, bacon
and ham:

Whole hams and canned pigs
tongues

SOURCE s H.M. Customs and Excise Tariff, 1961.

Quotas H

Except in respéct of trade with the Dollar area and with eastern
European countries, all meat and meat products can be imported into
the United Kingdeom without restriction of quantity. :
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The cxceptions are that imports of fresh, chilled and frozen pork from
dollar sources are limited by quota to 25,000 tons, whole hams. may only be
imported on individual licences and trade with Eastern Area countries is
strictly controlled (in the case of Hungary and Poland by bilaterial trade
agrecments), Details of the current annual quotas imposed on Eastern Area
suppliers of meat and meat products are set out below, Yugoslavia is
treated as a west European country and given quota free access to the
United Kingdom market,

Quota
£ %000 D, M.
million

Bulgaria Canned ready-made dishes containing both
meat and vegetables 50 0,56
Meat fully cooked (including canned meat)
cther than ham, pork loin and poultry 3.92
Poultry fully cooked, (including canned
boneless poultry) 2.02

Czechoslovakia Canned ham 1,46

Canned meat products, fully-cooked,

including poultry and game, excluding

canned ham 2.69
Prague smoked meat products, not canned ’

(e.g. ham salami, Moravian and

Tyrolean salami, Debreciner roast, Pork

rollade, Prague sausages and frankfurs

ters, Debreciner sausages, Prague ham

and Prague ham on the bone) subject to

the Importation of Carcases and Animal

Products Order, 1954, 45 0,50

Hungary Bacon (not including ham) 2,000 tons

Canned ham 100 1,12
WNinter salami and sausages 100 1,12
Canned poul try 50 0.56
Canned meat (other than pigmeat and

poultry) 30
Canned pigmeat (other than canned ham) 100
Chilled beef, including offals 50

Poland Bacon (not including ham) 48,500 tons
Canned ham and canncd pork lecin 1700 19,04
Canned meat (other than pigmeat and

poultry) 1200 13.44
Canned meat, including canned pigmeat

(other than ham, pork loin and poultry) 1200 13,44
Dried, salted, smoked, pickled or

cooked open pack meat 400
Poultry, canned or fully cooked (as

defined by the Poultry Carcases

Landing Order, 1955)
Prepared Lunches and salad dishes

(including stuffed cabbagc, tripe,

hashed meat with cabbage, meat pates)

in airtight containers

Roumania Horsemeat (not for human consumption)
Fully cooked poultry (including canned
boneless poultry)
Rabbit meat

Peoples Republic "Meat and meat products, frozen or in
of China airtight containers :

Rabbit frozen

Poultry

Other

(1) Not more than £50,000 for pigmeat.




Health regulations

Although veterinary control over imports of meat and meat products is
exlremely strict, it is true to state that health regulations are not de-
liberately used by the United Kingdom to impede trade flows., Provided
the statutory veterinary requirements are met by the exporting country,
supplies may flow freely into the United Kingdom market.

Nevertheless, failure to meet the statutory veterinary requirements
does have incidental effects on trade in certain instances, and of these)
two are of importance. Firstly, the prohibiticn of imports of poultry
carcasest2l) gives a measure of support to producers of red meats (and
even more to the broiler industry!). Second, the ban,since February 196l
on imports of pork and edible pork offal from Argentina, Brazil, Chile
and Uruguay{22) influences the market shares of domestic and European
suppliers, But these cmbargos were imposed solely in order to control
fowl pest and foot and mouth diseas respectively.

2, Anglo-Australian and Anglo-New Zealand Trade Agreements

The United Kingdom has an "understanding" with New Zealand and a
formal agreement with Australia concerning access to the United Kingdom
market for exports of meat from those countries.

The understanding with New Zealand runs to October 1967, and is to-the
effect that there shall be no quantitative restriction placed on New
Zealand's exports of meat to the United Kingdom, The formal agreement
with Australia contains a similar provision, and also makes provision for
the United Kingdom Government to make deficiency payments to _the Australian
Government in the event that Australian.beef, veal, mutton(23) and lamb
sold in the United Kingdom fails to average annually prescribed minimum
prices., In return the Australian Government originally undertook to
expand exports and accepted quotas on the exportable .supplies sold to
third countries. The Anglo-Australian agreement extends to July 1967,

Some examples of current minimum prices guaranteed to Australia are
shown in Table 22, Deficiency payments to Australia have totalled
£7.5 million (D.M, 84 million) to date, the largest payment ‘béing £4,75
million (D.M. 53 million) in 1956/7,

It may be suspected that the original agreements with Australia and
New Zealand were very much "children of the times". In 1952 it was by no .
means apparent that international meat supplies would soon become plentiful,
and after the high prices which ruled during the period of the Korean war
it was prudent to assure a proportion of the United Kingdom's requirements.
Circumstances have changed to the extent that supplies are now readily
available, often at prices lower than the agreed minima, even though the

(e1) Under Poultry and Hatching Eggs (Importation) Order, 1947; S.R.O,
No, 1426,

(22) Under Importation of Carcases and Animal Products (Amendment) Order,
1960; S.I. No, 2094, : ,

3 .
) Minimum prices for mutton ceased to be guarantead from October 1961,
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SOME_MINIMUIA PRICES(l) UNDER_ANGLO=AUSTRALIAN MEAT AGREEMENT,

TABLE 22,

October 1961 =
Sceptember 1967

d. per 1lb, D.M. per kg.

Frozen beef
' 1st quality : Ox hinds 13.02 1.34
Ox crops 10,15 1.04
Cow hinds 10,73 1,10
Cow crops 9.45 0.97

October 1961 -
Scptember 1962

Lamb(z) :
lst quality ¢ 36 lbs. and under 13,64

37 to 42 1bs., 12,13

43 to 50 1bs, 11.08

(1) F.o.b, Australian ports,
(2) Lamb prices will be reduced by 2.5 per cent for 1962/3 and
1963/4. : ,

SQURCE ¢ M.A.F,F.; private communication,

latter have been progressively reduced over the years, and Australia
at least is not now so dependent upcn the United Kingdom market as she
cnce was (she has sent less than half hor total bsef and veal and
mutton and lamb exports to the United Kingdom in the last three years).
Nevertheless, with cattle and sheep numbers increasing in both
countries, with some signs of slackening demand from their other major
market, the United States, and with no immediate prospect of any rapid
increase in demand in Asian or continental Eurcpean countries, it is
likely that both Australia and New Zealand would come to value the
agreements more in the immediate future < even were they not so
closely involved in the determination of new trading arrangements
consequent upon the United Kingdom's preposed entry into the E,E.C,

So far as the United Kingdom is concerned it is probably fair to say
that the agrecments are presently more an embarrassment than an asset.

3. Irade Patterns

The statistical picture of the United Kingdom's imports of meat.
and mecat products is presentud in Tables 24 to 34, The data are
taken from Commonwealth Economic Committce sources =« annual Reviews.
and monthly Intelligence Bulleting =~ and relate to calendar years,(24)
So far as possible the contribution of imports to -total supplies is
shown by the inclusion of data on demestic production derived from the
same source, but no information is available concerning the product
composition-of United Kingdom output of offals and canned meats,

In the main the tables spcak for themselves, and will be left to
do so, but & number of expository remarks will be madc on points of
special interest,

Trade in becef and veal, and to scme extent in mutton and lamb,
may in recent years have departed from longer-term "natural" patterns,
in.sc far as exports from Australia and New Zecaland to the United
Kingdom have been affected by an increased demand from the United

(24) The official statistics contain amended totals, with no details

being available by countries, Such daota arc indicated by an
asterisk,
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States which may prove only temporary, and exports from Argentina have
been influenced by a combination of drcughts and the internal political
situation,

With the exception of trade in bacon and mutton and lamb, trade
is generally broadly based with several countries competing freely for
shares in the United Kingdom market. The causal factors in New
Zealand's deminance of the import trade for mutton and lamb and of
Denmark's dominance - of the bacon market are rooted in their superior
competitiveness rather than in preferential trading arrangements,
New Zealand dominates the mutton and lamb markets on the one hand
because she can economically produce prime lamb at prices to her
farmers about half those received by British producers, and, on the
other hand, because she has enforced strict grade standards and
established a unique reputation for providing a high quality product
of the type demanded by retailers and consumers, regularly available
and consistently and uniformly graded. Her position does not
depend on preferential treatment since importation from all sources
is tariff and quota free, Similarly, Decnmark's dominant position in
the bacon market is duc¢ primarily to the same sorts of factors,

For seventy years she has specialised in the low cost production of
Wiltshire curcd-bacon for the British market, and has built up a

- marketing system.which can provide the trade with a standardised
preduct of high quality.. A study 25) made some years ago demon=
strated that, compared with British bacon pig producers, Danish
farmers secured 0,9 more pigs weaned and reared to slaughter per
litter, 0.2 more litters per sow per year, and used 0,75 1lb, less
concentrates per lb, liveweight gain. from birth'to slaughter,
Additionally, the Danish farmer used a cheaper ration, relying less
on purchased concentrates and more -oir-home-mixed cereals balanced
with skim milk, All these factors together meaht that, at the time
(1953), Danish producers' costs were only two thirds those of farmers
in Britain,. ' - There is no evidence that relative efficiencies have
changed substantially in the interval.  Denmark has obviously
benefited by the removal of the 10 per cent tariff under the
E.F.T.A, agreement, but her dominant position in the British market
is due primarily to her efficiency in bacon pig production,

The position of .some other. countries-in the British market may
be due in part to other factors. ~ For instance, the true competitive
position of Poland in the supply of bacon.ig always a subject for
speculation.  Yugoslavia is strongly suspected of having secured a
significant share’ of .the United Kingdom market for chilled beef,
pork, bacon and pig products only-by heavy-subsidisation of her
exports, Eire is known to pay subsidies on exports of bacon and to
have subsidised the export of beef cattle in 1961 as part of her
tuberculosis eradication programme,

(25) Cogts and Efficiency of Pig Production; H.M.S.0.; 1954;
' (Prepared by K. RASMUSSEN, University of Nottingham),

(26)

Yugoslavian exports to the United Kingdom have increased as
follows in the past 4 years :

'000__tons
1961

16216
8920
4765
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As the United Kingdom is uniquely dependent on imports for a large
proportion of its total supplies of meat, so are the economies of many
countries highly dependent on exports of meat and, more especially, on
the United Kingdom market. A measure of this devendence is brought out
for some major suppliers in Table 23 . Comparable recent data is not
available for some of the smallzr Commonwealth countries on which par-
ticular interest centres. For instance, the exports of carcase and
canned beef from such Commonwealth countries as the Rhodesias and Nyas-
aland, Tanganyika, Kenya and Bechuanaland make an insignificant contri=--
bution to total United Kingdom supplies, yet their contribution to the
export proceeds of these countries has recently become significant, and
their dependence on access to the British market is high. These consi-
derations will probably be of particular concern in the negotiations for
Britain's entry into the EvE.C., not least because of the currently
delicate political situztion attending the movement of these countriecs
towards self-government and ind:zpendence.

HMEAT EXPORTS IJ THE ECUNCWY OF SOz AJOR SUPFLIERS, 1959-1960 AVERAGE.

TABLE 23, Percentages
' Exports of . Exports to UK, of

Beef & | Mutton & |Bacon & Beef & | Mutton &} Bacon &
veal Lamb ham veal lamb ham

as proportion total as proportion total
exports exports these commodities

Australia 5.2 1,3 : ' 36.8 45.3 Neas
New Zealand 75 15.6 14.4 91.1 Nea.
Argentina l.1 Neae
Eire 5 99.8
Dermnark 98.8
Uruguay ) - Neae

Holland 99(1)

This figure is suspecte

SOURCE : C.E.C. Review "Meat", 196l.




IMPORTS AND TOTAL SUPPLIES OF BEEF AND VEAL, UNITED KINGDOM 1938 AND 1955-19€1.

'000 metric tons
1956 1957 1958 1960(1) | 1961

TABLE 24.

Ii#iPORTS
: BEEF
Fresh and salted :
Other : ' +
© Totel fresh : ’ . : 30.5
As percentage total supplies j
Chilled : .
Major traditional supplier :
Argentina
finor traditional suppliers 3
' Australia
New Zealand
Uruguay
Other suppliers :
Rhodesia and Nyasaland
Others
Total chilled

As percentage total supplies

184.7

1.7
1.5
21.0

1.4
1.3
211.6%

18

Frozen ¢

Major traditional suppliers
Australia
New Zealand
Argentina

Other suppliers :
Rhodesia and Nyasaland
Bechuanaland
Uruguay
Others

Total frozen
As percentage total supplies

Continued on next page eee




"TABLE 24 continued 'CO0 metric tons

1960 1961

IiiPORTS
VEAL
Australia
New Zealand
Holland
Others

Total véal

As percentage total supplies

TOTAL IMPORTIS BEEF AND VEAL

As percentage total supplies

DCMESTIC PRODUCTION BEEF AND VEAL

As percentage total supplies 64 67

TCTAhESUPPLIES BEEF AND VEAL 1265.1 1302.3 1091.5

As percentage total supplies , 100 100 100




" MARKET SHARES OF -#IAJOR BEEF. AND VEAL SUPPLIE:S, 1938 AND 1955-1961.

TABLE 25,

Percehtages

Argentina
Australia

New Zealand
Other overseas

Domestic production

TOTAL

11938

1955

1956

1957

1658

1959

1960

1961

As

proportion

total--

supplies

29,7

9.6

4.3
5.7
50.7

20,0

8.1

6.3

0.9
64.7

202
10.3
4.4

64. 1

1.0”

21.1
10.3
1.1

0.6

66.9

19.7
10.2
.0.7

2.5
66.9

100.0

100.0

100.0

100.0

100.0

Argentina
Australia
New Zealand

Other overseas suppliers

As

proportion

total

imports

6042
1945

SW7
11.6

56.5
22.8

18.0 .

2.7

56.4
287
12.2

2.7

63.6
31.1
3:5
1.8

59.5
30.7
2.1
77

100.0

100,0

lm. O

100.0




IPORTS OF BEEF AND VEAL OFFALS, UNITED KINGDGii, 1938 AND 1955-1956.

TABLE 26. '000 _metric tons

1938 1955 1960 1961

Major traditional suppliers
Argentina 24.1 19.1 12,1 12.1
Australia 5.6 743 8.3 7.0
New Zealand 2.0 3.8 - 3.5 3.2

Total 30,2 . 23.9 22.3

As percentage total imports ’ . 82 54 51

Other suppliers :
- 'Canada

Rhodesia and Nyasaland

Bechuanaland

Other Commonwealth
United States

Eire

Others

Total

As percentage total imports

TOTAL IwPORTS

As percentage




' TMPORTS OF CANNED BEEF AND VEAL, UNITED KINGDOW, 1938 AWD 1955-1961.

TABLZ 27. i ] 'Q00 metric tons
1938 1955 1956 1957 1958 1960 1961

18.8 21.8
4.9 .
2.5
1.8
0.4
0.3

12.3

40.9%

Corned beef :
Argentina 36.0 27.2 47.9 45,1

Australia : - 2246 "15.1 - -] 1345 849
Kenya
Tanganyika
Rhodesia and Kyasalangd
New Zealand
Others
Total
Bzef tongues :
Holland
Argentina
Australia
New Zealand
Otners
Total
Other cannaed beef :
Argentina
Eire
Austrzlie
MNew 7Zealand .
Rhodesia and iyasaland
Tanganyika
Others
Total
Canned veal :
Poland
New Zealand
Others
Total

N
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LAPORTS AND TOTAL SUPPLIES OF WUTTGH AWD LAmB, UNITED KINGDCii, 1938 AKD 1655-1961..

TABLE 283,

IiAPCRTS @
SUTTOWN ¢
sMajor traditional suppliers
New Zealand
Australia
Other suppnliers
Total mutton
As percentage total supplies
LALB
Major traditional suppliers :
New Zealand
Australia
Argentina
Other suppliers
Eire
Others
Total lamb
As percentage total supplies

[Salip s
.

L] .
.
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9.3
+

325.7%

54

TOTAL IMPORTS :UTTON AND LAwiB

As percentage total supplies

381.3

63

DCGMESTIC PRCDUCTION UTTON AND LANB

As percentage total supplies

TOTAL SUPPLIES

As percentage
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MARKET SHARES OF MAJOR MUTTON AND LAfB SUPPLIERS;'1938 AND 1955-1961.
TABLE 29,

: — . Percentages.
1938 | 1955} 1956 | 1957 {1958 {1959 | 1960 | 1961
As  proportion total: supplies

. New Zealand 4 | 48 46 | 48 | 48 | 52
. Australia 10 5 :
| Argentina ) 10 9
Other overseas . 1 2
6

6

8 B S
) 3
Domestic production 33 3 7

9
5
2
6

3

-3

TOTAL , 100 | 100 |100

proportion

. New Zealand ’ 74 73
Australia -9 10
Argentina’ 14 13
Other overseas suppliers 3 4

TOTAL _ ' 100 | 100

IMPORTS OF SHEEP OFFALS AND CANNED SHEEP PRODUCTS, UNITED KINGDQOM,
: 1938 AND 1955-1961,

TABLE 304 : 1000 metric tons
' 1959 | 1960 | 1961

| MUTTON AND LAMB -OFFALS % .
New Zealand . S| ‘ 13.5
. Australia 1Y T . 3.9
. Atgentina D I ) |
Other ' | 4.4

 TOTAL 22.8

‘| CANNED SHEEP PRODUCTS :
New Zealand. & . ! 1.1
Australia 5.6
Argentina 2.1
Other 0.1

TOTAL ' Be9




1MPORTS AND TOTAL SUPPLIES OF RACUN AlD HAN, UNITED KINGDOM, 1938 AnD 1955-1961.

TARIE 31. ) otric tons
1938 1955 1956 1957 1958 1961

L.iPORTS :
Major traditional suppliers : .
Denmark 172.2 232.0 - 225.4 226.6 225.6 234.8
(Denmark as percentage total supplies) 3G 41 42 41 40 47

Holland 26.1 36.3 41,3 37.5 -25.5 1646

Poland 23,2 41,0 48,0 49.7 48.6 494 . 48,4

Eire 27.3 2.7 3.8 15.0 29.3 : : 28.6
Total 248.7 312.0 318.5 328.8 - 329,.0 ’ 5] 378.4
As percentage total supplies 43 56 60 62

Minor traditional suppliers :
Sweden
Hungary
South Africa
Total
As percentage total supplias

Occasional suppliers -

Yugoslavia

Kenya

Belgium

Others ;
Total . ) (9, < ___ 0.1
As percentage total supplies :
TOTAL IMPORTS BACON AND HAM 313.4

As percentage total supplies 56

DQWESTIC PRCDUCTION BACON AND HAid 24643

As percentage total supplies 44

TOTAL SUPPLIES BACON AND HAM 55@.7
As percentage ‘ 100




IMPORTS AND TOTAL SUPPLIES PORK, UNITED KINGDQW, 1938 AND 1955-1961

TABLE 32. ' '000 metric tons
1938 1955 1956 1957 1958 1959 1960 1961

IiiPORTS @
New Zealand 29.3 . 5.8 8.0 3.8 2.6 4,4 - 1.4 0.6
Australia 14.4 1.2 0.2 0.3 0,3 C.1 + 0.2
Other Commonwealth 0.4 . 0.2 1.0 + - 0.1 + +
Eire . 1.9 . 1l.4 2.1 0.7 0.7 0.6 2.9
Denmark , - 10.7 1.0 |~ 0.6 - 049 3.0 2.1
Holland 1 5.2 0.7 1.5 | 1.1 | 1.6 43
Sweden 0.2 2.2 1.9 3.2
Yugoslavia - : - 0.2
Argentina ' 7.3 5.7 4.4

thers ' 1.0 0.2 5.5 - 0.3

TOTAL IiMPORTS 20.6 ' ‘ 14.3

As percentage total supplies ' 5 ‘ 3

DOMESTIC PRODUCTION

As percentage total supplies

TOTAL SUPPLIES

As percentage




IMPORTS OF PIG OFFALS, UWITED KINGDQM, 1938 AND 1955-1961.

TABLE 33. ' 000 metric tons
1960 1961

Major traditional suppliers @ .
‘Denmark o 7.3
Eire : 243
Holland ' 2.2

Total _ - 11.8

As percentage total imports

Minor traditional suppliers :
Australia
New Zealand
Argentina
Sweden

Total

As percentage total imports

Occasional suppliers :
Canada
Other Commonwealth
Others

Total

As percentage total imports

TOTAL IMPORTS

As percentage




LiiPORTS OF CANNED PIGMEAT, UNITED KINGDQ4, 1938 AND 1955-1961.

TABLE 34, . '000 metric tons

1938 1960

—
O
w
w
—
O
gt
(o)
—
O
(O]
w

Bacon and ham
Australia 0.1
Rhodesia and Nyasaland -
Denmark 0.7
Holland 0.2
Poland 1.8
Yugoslavia 0.1
Other » 1.0
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Tongues ¢ .
Denmark 0.7
Holland .
Poland
Yugoslavia
Other
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Total

Other canned products :
Denmark
Helland
Poland
Yugoslavia
Other
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| TOTAL IMPORTS
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IV, PROBLEMS AND PROSPECTS.

(A) Efficiency of Meat Marketing in the Unitcd Kingdom.

1. Introducticn

The objective in this section will be to examine particular aspects
of price and income support policies and some features of the
distributive system itself, in order to assess their impact on the
eff1c1cncy of meat marketing in the United Klngdom. '

The gencral analytlcal framework to be appllvd is built around the
conception that price support policies and the organisation and
operation of the distributive system ‘should be such that s

(i) consumers' preferences with regard to form, time
and location are brought home to producers,

price -fluctuations whixch' serve no usuful economitc
purpose are avoided,

the costs (including profits) of processing and
distribution are as low as possible,

there ought to be no major disparities of

. bargaining power between producers and buyers,
and no artiiicial impediments to innovation in
the marketing system.,

No great space will be devoted to the more gencral aspects of the
fatstock price support system, But in “its favour with respect to
marketing efficiency it may be noted that the collective deficiency
payment system generally operates in such manner that, while raising
producers® incomes to higher levels than would otherwise be.the case,
the individual producer is made aware of consumer prcferences and has
the incentive to minimise marketing costs up to the point of first
sale, At the same time it is broadly true that the deficiency payment
system does not impede the competitive functioning of the meat
processing and distributive industries, nor itself add to marketing
costsy nor place any impediment tc innovation’ and the addlng of
utility by the processing and distributive trades, It is with the
cxceptions to these broadly-.valid generallsatlons that subsequent
paragraphs will be mainly concerned.

2. Satisfying Consumer.Preferences

In principle consumer preferences in respect of mcat are
reflected to the individual producer primarily through market prices,
but, additionally, such price signals are supposed to be relnforced
by the price support system through s

(i) restrictions as to the classes, minimum standards
of weight, conformation and finish, and maximum
weights of stock eligible for price guarantces,

(1i) differential support to cattle and pigs according
to grade,

(iii) seasonal.scales of prices for cattle and sheep,

In practice, consumers' preferences with respect to form and time
utility ‘tend to some degree to be obscured by the guarantees.
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This is most obviously manifest in the case of sheep,where there is
a preference for lean meat from light weight carcases cf around 32-36
lbs.y of the typce marketed by New Zcaland, Since the subsidy is paid at
a flat rate and has commonly been so much greater than the premium placed
by the market on light weight carcases, producers have felt no incentive
to meet the market's requirement and have, indeed, found it more profit-
able to produce the heavier weight fat lambs. That is, the subsidy has
obliterated the market price premium,

In thcory, one way in which this situation could be resolved would
be to pay the deficiency payment on a sliding scale based on a series of
weight ranges. In practices the Government has attempted to combat this
situation by progressively over the years reducing the maximum weighits
on which guarantee payments are made, as shown below, and this has
effected some reduction in average slaughter weights. - Even so the aver-
age shcep carcase is still around 43 lbs., and lambs average over 40 lbs,
deadweight, =~ Moreover, the reduction in maximum weight eligibilities may
have intensified the autumn glut in marketings.

MAXINUM NEIGHTS ON WHICH GUARANTEE PAYMENTS ARE MADE :
(1bs. dressed carcase weight).

Before From
30th June, 1959, 2nd July, 1962,

Lambs 70 ' 50

Hoggets 76 60
Other cle¢an sheep . 86 60

The obverse of this situation is that the payment of quality premiums
on bacon pigs has resulted in a marked ifiprovement in the proportion of
such pigs having the quality characteristics required by the traditional
Wiltshire curer - the proportion of pigs grading AA+, AA and A rose from
about 49 per cent in 1955/6 to 58 per cent in 1961/2, On the other hand,
the payment of quality premiums on fat cattle has not prevented a recent
decline in the average quality of beef animals marketed, which, however,
may b2 attributable in part to the increase in the production of beef from
the dairy herd rather than to the ineffectiveness of the quality premium
system per se,

PROPORTION CERTIFIED FAT CATTLE IN GRADE 1.

%

1957/8 63.0
1958/9 62,1
1959/60 64.4
1960/1 60.3
1961/2 (weeks 1-51) 54,1

With regard to the influence of the guarantees on the seasonality of
marketing there are two aspects cf significance. In the first place, it
is arquable that the seasonal prices scales for cattle and sheep have not
been used to bring about a more desirable temporal pattern of slaughter-
ings, and particularly to counter the autumn glut in slaughterings of
. grass-fattenad lambs and cattle and accompanying price falls, Secondly,
once a situation arises in which market prices arc well below guaranteed
prices and show no immediate prospect of rising, farmers become indiffer-
ent as to the timing of the marketing of their stock. That is, a con-
tinuing decline in markct prices will not persuade them to reduce their
supplics of fatstock to the market since the deficiency payment will
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.maintain their average total return. Such a situation occurred with
lambs in the autumn of 1959, and with both lambs and fat cattle in the
summer and early autumn of 1961, .

3. Stability

‘The adverse consequences of instability in pricesand the incomes
they generatce are combatted at a number of levels.

The annual price review procedure is suited to the identification
of long term trends in the demand for meat - in total and in
composition =~ and equally of long period shifts in supply arising
from such factors as trends in animal populations and the productivity
of stock, and the availability and relative prices of imported supplies.
There is no case for shielding producers from such influences and, by and
largey the Government has attempted to react in the right directions -
albeit too slowly and insufficiently far = by changing the ratios of .
fatstock prices to cach other and to other commodities, and by “"tailoring"
the guarantees in line with changing consumer tastes,

However, with regard-to medium term swings in supply and demand con-
ditions, it is arguable that while producers have been protected from the
worst consequences of such traditional destabilising factors-as changes in
the fatstock/feed price ratio by the guarantee system(particularly by the
fecd and flexible guarantee formula arrangements operated for pigs shifts
in official policy have themselves become major destabilising influences
in their own right. This is well illustrated by the changes in policy
which have taken place with regard to pig production in recent years =
from the firm policy of reducing output followed between 1954 and 1958,
via a desire to bring about an increase in output in 1960, to a policy
of stabilising output in 1961, Similarly, after years of consistently
advocating the expansion of beef production from the dairy herd, the in-
troduction by the Government at a week's notice of revised grading stan-
dards for fatstock which may penalise dairy beef, has introduced a
serious element of uncertainty on the part of producers as to what their
production objectives ought to be. The destabilising influence of
policy decisions could, of course, have been much worse had the Agricul-
ture Act, 1957, not been operative. '

As will be evident from Figures 8 to 10 , producers as a whole
have been effectively. insulated from short.term price.instability by the
fatstock price support arrangements.

Price instability has historically plagued the pig industry espe=-
cially =~ @pajor causal factors being variations 'in the demand for pork
and the availability of imports of pigmeat. However, it would secem that
the pig producers have now been provided with about as much short term
price stability as they can reasonably expcct since there has been a sepa=-
ration of the bacon and "other" pig guarantees, and a separation of the
quantity premiums from the general guarantees. - These measures are impor-
tant stabilisers ' in themselves insofar as returns from the bacon and pork
markets can no longer seriously diverge, and they have an indirect stabi-
lising influence in that they permit the successful operation of contrace-
tual arrangements for bacon pigs between curers and the F.M.C., and between
the F.M.C. and producers.

To the extent that it is desirable to produce bacon primarily from a
specialised bacon pig, and to the extent that increased. confidence con~ |
cerning the returns from bacon pig production reduces costs by encouraging
specialisation and investment, the above measures are beneficial,




- 65 =

Whether separation of the guarantces for bacon and pork pigs will
eventually result in inflexibility in the volume of pigs routed to each
market, with consequent wide disparities in market prices from each,
remains to be seen, To date market prices in both markets have been
consistently below support levels, but the re-emergence of a coincidence
of (say) depressed market prices for bacon and shortages of pork pigs =
the consequence the Bosanquet committee foresaw from a separation of the
_guarantees(27) - cannot be ruled out. If such a situation were to
materialise, price stability for producers would have been obtained by

destabilising consumer prices and, possibly, , the costs of supporting
pig prices. '

4, Processing and Distributive Costs

There is remarkably little detailéd data available.about meat pro=
cessing and distributive costs in the United Kingdom, so.little that the

United Kingdom had to be oTitted from a recent comparative study of meat
marketing costs in Europe, 28)

As always, where facts are lacking rhetoric reigns unchallenged,
and the agricultural community is loud in its claims that meat markcting
costs are "too high", though usually without specifying just where the
inefficiencies lie and their magnitude or demonstrating that the alter-

"native marketing arrangements from time-to=-time proposed would bring
about a reduction in the costs of marketing., Additionally, there is a
too-facile tendency to ascribe the farmers' falling share in consumers'.
expenditure on meat to market imperfections, rather than to admit that .
it is a natural result of a type of economic growth in which prolifer-
ating consumer preferences (especially for services) are satisfied by an
increasingly specialised and complexly-s}ructured marketing system,

Such evidence as exists = whether it be drawn from accounting
records of marketing firms, from comparisons of prices at the farm with
those at various stages between farm and retail, or from national
“expenditure data =~ suggest that the total margin on all meat and meat
products has in recent years averaged about 38 per cent, made up of 5 per
cent for processingy 9 per cent for wholesale distribution and 24 per
cent for retailing, The comparable overall figure for the years imme-
diately before the war was around 27-28 per cent, so that thé farmer's
share of consumer expenditure has. undoubtedly declined over time = as
one would expect. On the other hand, there is no evidence of any con-
sistont or substantial increase in marketing costs in the last few years
(Table 35), though overall and profit margins have certainly increased
from-the inadequate levels which prevailed under price control and
rationing in the years prior to 1954, and also tend to be higher in years
of heavy supplies,

Lboking at the evidence as a whole one is forced to the conclusion
that overall meat marketing costs are not higher than thgse'of the other
countries at a similar stage of economic development.(29

e7)

,Bésanquet Committee Report; op. cit.; . pp. 60-62,

s) Marketing and Distribution Margins for Livestock and Meat'in O.E.E.C
Countries; O.E.E.C./E.P.A.; Documentation, 1959 Series.

@) E.P.A./O.E.E.C.; op.cit.; Figs. 3 and 4.
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COVPOSITION OF CONSUMERS' EXPENDITURE ON MEAT AND BACON3; UNITED KINGDCM
: 1953~1960,

TABLE 35,

Kl
v

1. Domestic producers'
receiptsil
- £ million 438
- D.M:‘million 4] 4906

;2. Imports c.i.f.
- £, million 263
- D.M. million 2946

Processing and
distribution

- £ million

- D,M. million

National expendi=-
ture meat and
bacon . .
= & million 9111 .1C28! 1126 1237] 1291

- D.M, milli