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To: ENVIRONMENTAL SERVICES 
COMMITTEE 

From: HEAD OF FACILITY SUPPORT 

NORTH LANARKSHIRE COUNCIL 

Subject: CATERING SERVICES FOOD COST 
PRESSURES 

REPORT 

1. PURPOSE OF REPORT 

1 .I This report advises the Committee of the impact of rising food cost prices on the Catering 
Service. 

2. BACKGROUND 

2.1 National inflation figures, as published by the Office for National Statistics, show that 
overall food cost price rises have reached 14.5% for the year to August 2008. The 
projected trend for inflation shows that this may increase further before recovering back to 
government target rates. 

2.2 The Catering Service in North Lanarkshire is part of the joint-authority purchasing group 
Scotland Excel. This group negotiates and administers food purchase contracts with 
suppliers on behalf of the member authorities. Agreed contract arrangements fix the price 
of defined core food items and this therefore had partially protected the Catering Service 
from significant food cost rises. 

2.3 Non-core food items (normally lower purchase quantity items such as herbskpices) are 
subject to the prevailing national inflationary increase as contract arrangements do not fix 
their price. The purchase price is therefore based on a supplier’s standard list price less 
an agreed contracted discount. 

2.4 All contracts, as negotiated by Scotland Excel, allow for price reviews on a regular basis. 
Suppliers will formally request increases to agreed core item costs in line with supporting 
evidence that they have e.g. increased transportation costs as a result of fuel price 
increases. Scotland Excel will negotiate with suppliers in each case to minimise the 
impact of increases to the group. Some of the key supplier contracts within the Scotland 
Excel arrangement however have recently been re-negotiated and significant price 
increases are anticipated. Further requests for increased prices are also being discussed. 

3. CURRENT POSITION 

3.1 The contract for the supply of meat products has been recently renegotiated by Scotland 
Excel and is effective from ISt October 2008. The price increases agreed represent a 29% 
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4. 

5. 

3.2 

3.3 

3.4 

annual cost increase for the Scotland Excel group authorities. Increases to key basic 
menu items such as minced beef (25% increase) and stewing steak (36.78% increase) 
will therefore potentially result in a significant increase to the average cost per meal. 

The contract for the supply of fresh milk products has been revised and the changes were 
effective from 1" August 2008. The negotiated increases represent an 8% increase in the 
cost price of milk and will impact on the cost of the provision of milk to school pupils. It 
has also been intimated that a further increase in the region of 5% will be applied from 
January 2009. 

Other recent contract variations have seen significant rises throughout key food line prices 
for the current year. For example, the cost of pasta has increased by 60%, various bread 
product prices have risen by 20 - 29%, yoghurts have increased by 14%, while eggs have 
increased in price by 9%. 

The Catering Service operates a planned menu cycle and this is published in advance. 
The current cycle is set until the end of the spring term. In addition to this, the provision of 
school meals is heavily regulated by standards on nutritional content. As a result, the 
Catering Service is restricted to an extent in its ability to modify the menu profile to 
minimise the impact of price increases to key food lines. 

FINANCIAL IM PLlCATlONS 

4.1 It is clear that significant food cost increases will have an adverse effect on the budgetary 
performance of the Catering Service. The Service will monitor the financial results 
throughout the autumn term and will advise the Committee on any recognised impact of 
the increases. 

RECOMMENDATIONS 

5.1 It is recommended that the contents of this report be noted. 

Griham Patrick 
Head of Facility Support Services 
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