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Dairy farmers detail the milk war, blow by blow
QUEENSLAND dairy farmers have lodged detailed information to the current Senate Inquiry into milk prices, providing evidence that the national retail milk value chain has been devalued by $77 million in 2010/2011 compared to the previous year and that dairy farmers are being directly impacted, as a result of the Coles-led $1/litre milk discounting.

The Queensland Dairyfarmers’ Organisation (QDO) has lodged its ‘supplementary submission’ to the Senate Economics References Committee, ahead of the inquiry’s reporting deadline at the end of September.

QDO President Brian Tessmann said this new submission detailed the catastrophic impact of the milk war, blow by blow, since it was initiated by Coles on Australia Day.

“The result has been an immediate hit to farmers and processors, and the cost is many millions of dollars nationally. Long term, it will have a strangling effect on our domestic fresh milk industry,” Mr Tessmann said.

He said the submission shows that processors and branded milk sales have already been heavily hit from the unsustainable milk discounting of supermarket stored branded milk. At the farm gate, in the long term, the result is expected to decrease prices between four and 20 percent, with the impact to be the worst for farmers supplying fresh drinking milk, as is the case in Queensland, where farmers don’t have other market options to sell their milk into.

“In Queensland, if processors are forced to start discounting their own brands, which has already been occuring, the impact to processor margins could be as high as $36 million. 

“That impact is already flowing back to farmers. Our submission shows that farmers are being hit and that this damage is occurring because retailers are using discount fresh milk as an advertising agent and marketing tool. 
“QDO’s submission puts the impacts in black and white for the Senators, the government, and the major grocery retailers. They have the information – we now need them to act.”
Mr Tessmann said the dairy industry was able to put forward specific and detailed examples of the impact on-farm – which was in utter contrast to Coles’ supermarkets ongoing claims that ‘there would be no impact on farmers’.
“To date, one group of 185 dairy farmers in Queensland, which supply the processor Parmalat, have collectively lost an estimated $768,000 to the end of July, directly due to the discount milk war. This impact could grow to more than $1.5 million over twelves months if this discounting continues.
“A second group of farmers suppling processor Lion had a slight increase in farm gate price in their new contracts. But the small increase of one to two percent is below inflation and input cost rises, so in fact the price announcement has been a decrease in real terms, and follows a significant farm gate price cut last year of between 15 and 20 percent.”
Mr Tessmann said the Senate and the government now had the evidence they needed to take action to restore sustainability for farmers and to protect the long term interests of consumers.

“The dairy industry has put forward sensible and realistic recommendations to address the current problems. We now need the Federal Government to work with the dairy industry to have these recommendations put into action as soon as possible.”
The recommendations include: 
· a mandatory whole of supply chain code of conduct, headed by an Ombudsman or Commissioner that can enforce the code, and ensure that contracts, prices and supply conditions are not unsustainable,
· strengthening the Competition and Consumer Act 2010 to prevent predatory pricing and deceptive and misleading conduct including that:

- a definition of unconscionable conduct be inserted into the Act;

 
- an ‘effects’ test be reintroduced; and


- a statutory duty of good faith be enacted as part of the Act.

· for the ACCC to use its price monitoring powers under the Competition and Consumer Act 2010 to monitor prices, costs and profits relating to the supply of drinking milk and marketing tactics used by major supermarkets over an extended period of time. And for the Senate Economics References Committee to examine this information annually for at least five years.

For a copy of the QDO supplementary submission and/or a copy of the dairy industry recommendations, please contact media officer, Brad Pfeffer, on 0417 626 420.
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