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Written evidence submitted by Arla Foods UK (AB14) 

1 Summary 
 

1.1 Arla Foods UK welcomes: 

 

• The overall approach of the Agriculture Bill in moving away from Direct Payments 
towards rewarding farmers for delivering public goods in terms of environmental 
sustainability 

• Provisions in the Bill, and comments made by the Government, that recognise that 
farms need to be productive and financially viable as well as environmentally 
sustainable 

• The new focus in the Bill on improving soil quality. 

 

1.2 Arla is concerned about: 

 

• Provisions in the Bill that may lead to mandatory milk contracts; cases of bad practice 
should be dealt with but we are concerned about blunt instruments that may have the 
unintended consequence of damaging cooperatives like Arla that support British 
farmers 

• The absence of a legal requirement in the Bill to stop British agriculture being 
undermined and undercut by poor quality and low standard products being imported 
under any new trade agreements. 

 

2 Introduction 
 

2.1 This document is the response of Arla Foods UK to the call for evidence issued on 4 
February 2020 by the House of Commons Scrutiny Unit for evidence on the Agriculture 
Bill. 

 

2.2 Arla Foods UK is part of a pan-European dairy cooperative owned by around 9,900 dairy 
farmers in 7 countries across Europe, around 2,300 of whom, or a quarter of all British 
dairy farmers, are based in the UK.  We are the UK’s largest dairy company by milk pool, 
and a leading supplier of fresh milk, butter, spreads and cream, as well as the country’s 
largest cheese manufacturer. 

 

2.3 In the UK we have an annual turnover of just over £2bn (in 2018).  A report in 2017 from 
the Centre for Business and Economics Research calculated that the economic impact 
of Arla and our farmer owners in the UK was in excess of £6bn in terms of Gross Value 
Added (GVA), equivalent to around 0.33% of UK GDP.  We were linked to more than 
119,000 UK jobs, or 0.38% of employment in this country. 
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2.4 The fact that we are owned by farmers naturally means that we take a close interest in 
the support given by Government to agriculture.  We therefore submitted evidence in 
the last Parliament on the Agriculture Bill and participated in the policy consultation 
that preceded its introduction as legislation.  We are delighted to respond to this call 
for evidence on the new Bill, and we would be very happy to provide additional 
information if it would be helpful. 

 

3 Specific comments 
 

3.1 The Agriculture Bill is obviously enabling legislation.  For Arla Foods and our farmer 
owners the devil will be in the detail of the regulations that will follow the Bill.  However, 
we welcome the direction of travel.  Direct payments are an outdated way of supporting 
farming: a system of payments that encourages farmers to deliver public goods and to 
invest in innovation and improved productivity and profitability will be a major step 
forward. 

 

3.2 That said, changing from one system to another will not be straightforward.  Farming 
has unusually long planning cycles, and livestock farming even more so.  We therefore 
welcome the seven-year transitional period provided for in Clause 8 of the Bill.  This is 
what we and our farmer owners called for in the consultation which preceded the 
original legislation, and we remain glad that our voices have been heard. 

 

3.3 Arla farmers feel passionately that they have an important role to play as custodians of 
the British countryside.  We believe that properly structured farming policies and 
supports can and should deliver benefits in terms of the environment, landscape, 
animal welfare and other public goods, but also ensure that we have a flourishing and 
successful agricultural sector.  These are principles we have enshrined in our own 
programmes aimed at driving up standards, such as our Arla UK 360 scheme.  For that 
reason, it is very positive that the Bill gives equal weight to productivity and to public 
goods, and we welcome the new provisions relating to food security.  We are 
encouraged by the Government’s explicit recognition that agriculture exists to produce 
food for consumers, and that for farms to be truly sustainable they must make money. 

 

3.4 In this context, we look forward to the new system set up under the Bill giving incentives 
both to deliver public goods as well as innovation and increased productivity. We are 
particularly keen to understand in detail the financial assistance that will be able to be 
given for “starting, or improving the productivity of, an agricultural… activity” and for 
supporting selling, marketing, preparing, packaging, processing or distributing 
agricultural products (Clause 1 of the Bill).  Together with our farmer owners we have 
considerable knowledge of these matters, including from other markets, which we hope 
will be drawn upon by the Department as it develops and brings forward detailed 
proposals. 
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3.5 We also welcome the new power in Clause 1 of the Bill for the Secretary of State to 
support the protection or improvement of soil quality.  All farmers know that they are 
dependent on the soil in which their crops are cultivated or the grass grows.  The fact 
that this has been added to the Bill is another positive step forward. 

 

3.6 However, we do have some concerns about the Bill.  In particular, in our sector there 
has been much discussion of milk contracts, and the Government has indicated that it 
wishes to change the way the market for milk operates. Part 3 of the Bill paves the way 
for it to do so, and we are told that a consultation will be issued shortly.  We are 
concerned about the detailed proposals that may emerge: a cooperative like Arla gives 
direct power to farmers over both sides of the producer-processor relationship, so steps 
taken that might limit the ways in which our model operates would be retrograde and 
unfortunate.   

 

3.7 We therefore hope that what is brought forward will not undermine the ways in which 
we, and other cooperatives, operate, since our approach is welcomed by and has 
significantly benefitted our owner farmers.  At a time when the UK should be looking 
for additional dairy exports after Brexit it would be regrettable if steps are taken 
following the passage of this Bill that take our industry backwards and make it 
uncompetitive. 

 

3.8 This brings us to another significant concern about the Bill, which is shared with many 
other organisations in our industry.  The Agriculture Bill is at the centrepiece of a policy 
framework that rightly seeks to improve already-high environmental and welfare 
standards in British agriculture.  Yet at the same time the Government wishes to reach 
new free trade agreements with countries that have lower standards than we do, 
particularly when it comes to animal welfare.  It would send an important, confidence-
building, signal to the industry if, in addition to the focus on food security in Part 2 of 
the Bill, the legislation included a requirement for Ministers to prevent any new trade 
deal undermining British agriculture by allowing imports of lower quality and low 
welfare products. 
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