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UK Food Council:
Domestic Cost Stack Now the Primary Driver of UK Grocery Price Inflation

The UK Food Council (UKFC) today warned that domestic policy choices are
now amplifying global shocks and driving UK grocery prices higher, as food
inflation in Britain continues to outpace other advanced economies.

UKFC's latest analysis shows UK food inflation at 5.1% year-on-year in August,
outstripping Germany, France and the United States (1.8%-3.1%). On current
trajectories, food inflation is set to approach ~5.7% by December, reflecting
the cumulative impact of policy-driven costs, including higher employer
National Insurance contributions and new packaging obligations.

Key findings at a glance

e Food inflation: 5.1% (Aug YoY); ~5.7% by December on current trend.

e Price level shift: Average UK food prices are ~38% higher than January
2021.

e Import exposure: The UK imports ~30% of its food, magnifying the pass-
through of global price shocks.

e Category pressure (Aug YoY): Beef +25%, Butter +19%, Chocolate
+16%, Coffee +15%, Whole milk +13%, Poultry +4.2%.



e Labour market: UK regular pay growth ~4.8% (to July) with the National
Living Wage up 6.7% in April to £12.21; tighter visa routes for key food
roles add capacity constraints.

What's pushing up prices at home

e Wage & payroll pressures: Successive National Living Wage rises and
higher employer NI have lifted unit labour costs across farming,
manufacturing, logistics and retail.

¢ Regulatory load: New packaging and compliance costs are landing before
productivity offsets are realised.

¢ Planning bottlenecks: A backed-up planning system is delaying
investments in sheds, cold-chain, abattoirs and on-farm infrastructure—
tightening supply just as demand normalises.

e Workforce constraints: Post-Brexit migration rules and the removal of
many food roles (e.qg., chefs, bakers, butchers) from skilled visa routes are
limiting capacity, particularly in meat and dairy processing.

Global factors remain material—but bite harder in the UK

Climate-driven yield shocks (cocoa, coffee, olive oil) and ongoing geopolitical and
freight disruption continue to elevate global prices. Because the UK imports a
higher share of its food, these shocks transmit more quickly and more sharply
into retail prices than in many peer markets.

UK Food Council commentary

"The data is clear: while global volatility matters, the UK’s domestic cost stack—
wages, payroll taxes, regulation and planning delays—is now the decisive
accelerator of shelf prices. We're urging government and regulators to sequence
new obligations sensibly, fast-track critical agri-food projects, and ensure visa
routes reflect real workforce needs. This is how we relieve pressure on
households without fuelling demand-side inflation.”

— Jill Maclean, Head of Business Strategy & Innovation, UK Food Council



Policy questions the UK Food Council is putting on the table

1. Sequencing: Can forthcoming regulatory changes be sequenced to avoid
peak cost-stacking across the food chain?

2. Targeted relief: Would time-limited employer NI relief or rebates for
accredited producers/processors reduce unit costs without stoking
demand?

3. Workforce: Should Skilled Worker and seasonal visa routes be updated
to include critical food roles (butchers, bakers, chefs, dairy/abattoir
specialists)?

4. Planning: Could a fast-track planning lane with clear environmental
guardrails unlock near-term capacity for cold-stores, processing lines and
glasshouses?

5. Investment: Should full expensing/super-deductions be extended to
mid-sized processors for automation, energy efficiency and waste-heat
recovery?

6. Food security: Will DEFRA adopt measurable food-production indicators
alongside environmental targets to balance nature outcomes with
domestic resilience?

7. Transparency: Can we implement near-real-time farm-gate-to-shelf
price transparency so shocks and margins are visible and policy can be
precisely targeted?

8. Consumer support: What's the most effective targeted relief (e.g.,
healthy staples VAT interventions, vouchers, school meal extensions) that
lowers household food bills without lifting headline inflation?

Call for evidence

UKFC invites submissions from farmers, manufacturers, retailers, logistics
providers, local authorities, academics and consumer groups on interventions
that would most rapidly reduce price pressure while strengthening capacity and
resilience. Please send data, case studies and practical proposals to the press
office below.



Notes to editors

e Figures cited are from the UK Food Council’s analysis of August market
data and stakeholder input across the UK food supply chain.

e Category inflation figures (beef, butter, chocolate, coffee, milk, poultry)
reflect year-on-year movements in August.

e The UK Food Council is an independent, non-partisan industry body
working across farming, food production, logistics, retail and hospitality to
advance resilience, innovation and consumer outcomes.

About the UK Food Council

The UK Food Council brings together leaders from agriculture, food
manufacturing, logistics, retail, hospitality, and civil society. We convene
evidence, champion innovation, and work with policymakers to build a resilient,
competitive and fair UK food system—from farm to fork.
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