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Sectors of the Food Industry

Primary
Farmers! Globally (we import a lot of food from abroad) and food we make within the UK are both big issues.  The CAP (Common Agricultural Policy) has a role to play in the provision of our food in the UK and is an intervention into the market from the EU (European Union)    A big debate at the moment in the UK is between ‘Agribusiness’ and ‘small holdings’.

Secondary
Manufacturers of food tend to be very large Multi-national corporations (MNC’s) who operate and sell in many different countries…the graphic below gives you some idea of the scale of them.
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Tertiary
In this country, the main suppliers of food stuffs is via supermarkets…the ‘big 4’ (Sainsbury’s, Morrisons, Asda and Tesco) have recently had their dominance threatened by smaller companies (Marks and Spencer, Waitrose, Lidl and Aldi).  Their stranglehold on the retail market for food as therefore been diminished and there is much greater competition in these areas.

The most notable fall has been with Tesco’s who have suffered large profit warnings and had their share price tumble in recent years.

However it was not always like this and back in 2008, the big 4 supermarkets were referred to the Competition and Markets Authority (CMA) for accusations of price fixing (i.e. colluding to push prices up) for milk.  Several supermarkets were fined as a result.
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FAO Food Price Index
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Shop Price Inflation Annual % Change, Food and Non-food Contribution
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Table 7 Estimates of price elasticities
of demand for selected foods

Price elasticity |
Cheeses 06
Fats (e.g.butter) 05
Beef 06
Sweels 05
Sausage 06
Drink 08
Fresh ruit -0

Fresh vegetables 10 ]

Source: adapted from Family Food 2011, Defrg
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Last month saw a 5.2% fall in global food prices, the biggest drop in seven
years, according to the UN.

Its Food and Agriculture Organization (FAO) saw monthly falls in all major
commodities, from milk and vegetables to oils, sugar and cereals.

Food producers are being hit by slowing demand in China and a Russian embargo
©on Westem products.

Now the European Commission is to release €500m ($557m) to help Europe's
farmers.

The commission said the most significant part of the package would support the
dairy sector in all EU member states.

Dairy farmers have suffered a 20% fall in European wholesale milk prices in the
past year.

The European Commission aid comes on top of extra help for European fruit and
vegetable farmers, who have been hit by the Russian embargo on Westem food
imports in retaliation for EU and US sanctions over the crisis in Ukraine.

Angry farmers

Farmers across Europe have been protesting in recent weeks against the plunging
prices that they say are destroying their businesses.

On Monday, Belgian police fired tear gas and water cannon at some 7,000
European farmers demonstrating Brussels.

Last week, French farmers blocked the streets of Paris with more than 1,500
tractors.

But the falling prices are unlikely to be reversed any time soon.

The FAO said in a statement: “Ample supplies, a slump in energy prices and
concerns over China's economic slowdown all contributed to the sharpest fall of the
FAO Food Price Index in almost seven years."

The FAO has raised its forecast for world cereal output in 2015 to 2.54 billion
tonnes, thanks to what looks like good wheat and rice harvests in Argentina, Brazil
and the US,
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