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In the 30 years following the entry into the UE in 1986, 
Portugal has more than doubled milk production, 
becoming self-sufficient in this product. The sector 
has been restructured, there have been major 
investments in animal genetics, farmers training and 
the development of consultancy services. In these 30 
years, in the North Portugal the average size of farms 
has increased by 8 times. The number of dairy cows 
fell by around 30%, the number of farms declined by 
more than 80%, although total production increased 
till the beginning of this century. In this region, most 
of the milk production sector is associated with a 
cooperative collection structure and a cooperative 
manufacturing industry, although there are some 
other national or multinational companies operating 
in the market.

North Portugal provides about half of 
the national milk production
There is a lack for updated regionalized data. In 2007, 
considering whole Portugal, milk production was 
responsible for 11.4 % of global agricultural output 
value (GPP, 2013) and this figure decreased slightly 
to 10.0% in 2017 (INE, 2018). In the North Portugal 
region, the share of milk production in the regional 
agricultural production value is considered higher 
than at the national level given the importance of the 
dairy sector in the region, which held about 56% of 
the national milk production in 2006 (GPP, 2013).

DAIRY FARMS AND MILK 
PRODUCTION IN THE NORTH 
PORTUGAL1

A lower regional dairy production but a 
higher individual cow productivity
Taking into account the last 10 years (2007-2017), milk 
production in the region fell by about 15% (from 1132 
to 951 thousand tons). The factors that contributed to 
this decrease are related to some uncertainty in the 
sector due to the abolition of the quota system, the 
decrease in the milk price and, mainly, the reduction 
of demand and consumption of milk in the national 
market, which led the industry to reduce the amount 
of milk it purchases from producers. This reduction 
in the price and demand for milk at the production 
level has led to many holdings entering into financial 
breakdown and abandoning activity, especially the 
least technically skilled or economically resilient, 
which has led in 10 years to a reduction of around 
55% in in the number of dairy farms in the North 
Portugal (9032 in 2007 to 4076 in 2017) (INE, 2008 
and 2018). In the beginning of 2019, it is estimated 
that the number of dairy farms in the North Portugal 
region drooped to below three thousand.

In the period under analysis, the individual cows 
productivity increased by around 10% (7700 to 8491 kg 
of milk/cow/year), which would have been achieved 
either by the genetic improvement of the herd, but 
also by the amelioration of management techniques 
and welfare of the animals (INE, 2008 and 2018).

Farms also grew in size from an average of 16 to 28 
adult cows per holding. This growth results from the 
combination of economies of scale effects, the need 
for more technical expertise and the availability of 
land with good forage aptitude released by the farms 

1In this document North Portugal region comprises the NUTS II PT11 ‘Norte’ and 
NUTS II PT16 ‘Centro’ 
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that have closed. As a consequence, the volume of 
milk deliveries per holding and year increased from 
123 to 238 tonnes (an increase of more than 90%). 
The increase in these average figures is mainly due 
to the growth of larger holdings (in 2007, only 17% 
of cows were on holdings with more than 100 cows, 
compared with 31% in 2017) and the disappearance 
of smaller holdings where, in the same period, the 
percentage of cows on farms with less than 50 cows 
changed from 55% to 38% (INE, 2008 and 2018).

Dairy farms strongly specialized...
In North Portugal region, dairy farms are strongly 
specialized on milk production and in terms of land 
use and intensity of inputs. Forestry occupies about 
one-third of total land area. In general, soils are 
sandy-loams derived from granite, deep (> 1 m), well 
drained and with a slope commonly lower than 5%. 
The annual rainfall mostly varies between 1000 and 
1700 mm with 80% of that total occurring between 
October and April. Particularly near the coast the 
region is densely populated and land is a scarce and 
expensive resource.

This intensive dairy system is based on a double-
cropping forage system (zero-grazing) that uses maize 
as a summer crop and Italian (annual) ryegrass as a 
cover crop in winter. Cows are fed with a total mix 
ratio and kept “indoors” all around the year generally 
parked in covered and cemented cattle sheds where 
they are in semi-freedoms. The high forage yielding 
potential and the use of up to 3.0 t of concentrate 
feed per dairy cow allow animal stocking rates of 4 
to 7 LSU/ha. Cows’ replacement rates are high. This 
is the dominant production system; milk production 
under other systems types are residual.

As illustrated in Figure 1, dairy production in North 
Portugal show a heterogeneous spatial distribution 
with a tendency in the last decade for a higher 
concentration in the coastal area north and south of 
Porto city where are located the main milk processing 
plants. In the last decade, there was a increasing 
tendency for the concentration of the production in 
the coastal area in detriment of the inland region. This 
evolution is related to the abandonment of many of 
the small producers that had greater significance in 
the inland area. 

...With high animal feeding costs
As in other regions, the income of the dairy farmers 
from North Portugal is highly related to the size of 
the farm as shown in a comprehensive study on the 
dairy economics published in 2012 with data reported 
to 2011. A summary of the results from this study is 
presented in Table 1.

Although the information on Table 1 is outdated, it 
permits to conclude that for these specialized and 
intensive dairy farms, animal feeding costs represent 
58% or more of the total operational (production) 
costs at the farm. Labour (family or paid as wages) 
is the second major cost followed by « Own centre 
unpaid costs » mainly linked to farm facilities and 
land. The reward of the family labour is quite sensitive 
to the size of the farm, showing small or even negative 
values for farms with annual milk deliveries below 
80 t, which justify the decline of the number of small 
farms.

North Portugal 
dairy region for 
this publica�on

≈ 250
>250 à ≈2500 
>2600 à ≈10000
>10000 à ≈50000 
>50000
= 0 ton

FIG.1: REGIONAL DISTRIBUTION BY COUNTRY 
(MUNICIPALITY) OF MILK PRODUCTION IN 2004 
(ADAPTED FROM GPP 2013)
(Source: INGA)
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Subregion and class of milk delivery (t milk/yr)

Coastal North area Inland North area

< 80 ≥80 to 
<160

≥160 to 
< 400

≥400 to 
<750 ≥750 < 80 ≥80 to 

<160
≥160 to 
< 400

Total revenue 272 286 303 304 308 261 270 292

CAP coupled payments 16 12 11 9 44 16 10 10
Operational costs

•Purchased feed 99 111 109 102 110 92 102 136

•Home feed costs 81 61 54 55 41 68 28 19
•Other specific costs 32 38 33 36 41 23 22 20
•Energy 32 24 23 22 21 32 20 20
•Machinary rental 10 5 5 2 2 1 2 1
•Other non-specific costs 54 49 47 43 46 42 28 22
Total operational costs 308 287 271 261 262 258 203 217
Depreciation costs 56 20 22 37 24 32 28 17
External costs (wages, rent and 
interests) 6 9 16 14 30 0 3 3

Family labour costs 93 33 17 13 4 65 30 16
Own capital unpaid costs 73 30 29 34 33 51 38 27
Reward of family labour  
(€/labour unit/yr) -61 4,710 7,523 7,300 14,749 5,238 9,687 16,312

Gross margin without CAP 
coupled payments -52 -13 21 34 42 -13 57 65

Gross margin with CAP  
coupled payments -36 0 31 43 46 3 67 75

TAB. 1: REVENUES, OPERATIONAL COSTS AND GROSS MARGIN IN DAIRY FARMS FROM NORTH 
PORTUGAL CLASSIFIED ACCORDING TO AMOUNT OF MILK DELIVERY PER YEAR (EUROS PER T OF MILK, 
REFERENCE YEAR: 2011) (adapted from CEGEA, 2012)
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The number of total milk collectors in Portugal is 
around 80. Six milk collectors are responsible for 
more than 75% of the volume retracted. Three of the 
6 Portuguese main milk collectors (representing  have 
their headquarters located in the North Portugal: 
AGROS, PROLEITE and LACTICOOP which were 
responsible in 2013 by 30, 9 and 9%, respectively, of 
the total milk collection at national level, including 
the Azores region (FENALAC). The three are 
specialized on milk. The other 3 main milk collectors 
are: Fromageries BEL Portugal S.A. (BEL), União das 
Cooperativas Agrícolas de Lacticínios da Ilha S. Miguel 
(UNILEITE) and UNICOL which were responsible by 10, 
9 and around 9% of total Portuguese milk collection, 
respectively. BEL collects milk from whole mainland 
and Azores islands and UNILEITE and UNICOL collects 
milk only in Azores, the first from São. Miguel Island 
and the second from Terceira Island. AGROS, a union 
of cooperatives, only collect milk from the area north 
to the Douro river (NUTS II PT11) being responsible 
for around 80% of the milk collection from that area. 
PROLEITE (a first level cooperative) and LACTICOOP 
(union of cooperatives) collect milk from the areas 
south to the Douro in mainland. These 3 milk 
collectors are the owners (equal partners) of the main 
dairy enterprise in Portugal, LACTOGAL. The central 
plant of LACTOGAL is located in the North Portugal 
region and transforms about 50% of the Portuguese 
milk. LACTOGAL also holds a dairy plant in the Azores 
region, the PRONICOL, which transforms ca. 9% 
of Portuguese milk. Outside Portugal, LACTOGAL 
also owns or share dairy plants in Spain. BEL has 
processing plants in the mainland and in Azores. The 
plants of the main milk processors (LACTOGAL group, 
BEL, UNILEITE) were built or renewed in the last 15 
years and are technologically updated and specialized 
on dairy producing all kind of products.

PART 2

DAIRY PROCESSORS

In Portuguese statistics, there are no regionalized data 
about these parameters. The national information is 
summarized on Table 2 and may be assumed that these 
numbers are applicable to the North Portugal region. 
In the North Portugal region, there is no production of 
organic milk, DOP or other milk types differentiated 
at the farm level. On farm, processing is limited to a 
small number of farms mainly orientated for cheese 
making. At the present, some projects for yogurt and 
cheese production are under development.

PART 3

DAIRY PRODUCTS AND 
CHARACTERIZATION OF DAIRY 
MARKETS

Type of products Marketable 
production

Trade balance
Self- 

sufficiencyImports Export

Total milk collected in 2017: 1 851

Liquid milk for consumption 816 56 111 106.7

Yogurt and acidified products 106 138 19 46.9

Cream and other fresh 
products

21 3 13 190.9

Powdery milk (whole and 
demi-fat)

7 9 12 175.0

Powdery milk (skim) 20 5 15 181.8

Butter 32 5 16 152.4

Cheese 85 46 9 69.1

TAB.2: DAIRY PRODUCTS OBTAINED FROM 
MILK, TRADE BALANCE (IMPORTS AND EXPORT) 
AND DEGREE OF SELF-SUFFICIENCY IN DAIRY 
PRODUCTS (103 T) (INE, 2018)
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PART 4

RELATIONSHIPS WITHIN THE 
DAIRY CHANNEL IN NORTH 
PORTUGAL

An organisation based on a dairy 
coopérative system
In the Northern region of Portugal, most milk 
producers are organized in a cooperative system with 
several levels, each of these levels having different 
competences. The base level, which is closest to the 
producer, has a limited geographical location (eg 
Cooperativa Agricola de Vila do Conde), buys milk from 
producers, sells equipment and inputs (eg fertilizers, 
seeds, food) and provides services consultancy and 
technical support, namely in feed, reproductive, 
veterinary and economic areas. These cooperatives 
are grouped together in cooperative unions (AGROS, 
LACTICOOP) whose main function is the collection 
of milk on farms and their transport to the industrial 
processing plant. This industrial processing unit 
(LACTOGAL) is a company owned by the dairy 
cooperative which, in addition to processing the milk 
and milk products of the cooperative producers, 
also sells them to distributors and customers. The 
Portuguese dairy cooperative system is grouped in 
a federative structure (FENALAC) that centralizes 
marketing strategies, establish cooperation with 
research centers or universities and represents the 
sector at official institutions.

Milk pricing définition: the producers in 
a position of fragility
Although the main processing industry (LACTOGAL) 
belongs to the cooperative chain of the dairy sector, 
the existence of several structures (cooperatives and 
unions of cooperatives) between the producer and 
this industry creates some disconnection between 
these chain links, placing the producers in a position 
of fragility and playing a small role in the milk pricing 
definition. In addition, in Portugal, the distribution 
chain is very concentrated in two economic groups, 
which consider milk as an anchor product of its 
stores, which gives them a dominant position in the 
negotiation of the price of milk and milk products with 
industry, placing it at a lower level than desirable.

LACTOGAL, according to its business expectations, 
negotiates the quantity of raw milk that it intends 
to buy to each one of the unions of its associated 
cooperatives, these unions of cooperatives distribute 
the amount attributed to them with the associated 
cooperatives that, in turn, distribute this quantity 
to each of its associated producers. At this stage, 
producers linked to the cooperative system are 
obliged to contract, with the cooperative to which 
they are associated, the quantity and price of the milk 
they can deliver each year (January 1 to December 
31). These contracts are renegotiated at the end of 
each year. The price of milk has a base value that can 
be increased or reduced depending on several factors: 
quantity contracted (penalties for less than 90% 
and over 100%); percentage of fat (penalization for 
values <3.7% and bonus for values > 3.7 and <4.0%), 
protein content (penalization for values <3.2% and 
bonus for values > 3.2 and <3.4%), microbiological 
quality (penalization for values ≥ 50 000 / ml); somatic 
cell counts (penalization for values ≥ 300 000 / ml), 
addition of water and presence of inhibitors (penalties 
for values higher than the legal maximum residue 
limit) (AGROS, 2018). A rigorous quality control system 
is in place. Sampling and analysis of every milk charge 
at the farms is performed at all the farms and farmers 
are subject to severe penalties, for example if results 
are positive for antibiotics. 
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SWOT ANALYSIS OF THE NORTH PORTUGAL DAIRY SECTOR
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PART 5

S W O T
STRENGTHS

• High forage yielding 
potenti al of the region

• Specialized farms and 
technical capacity of 
farmers

• Strong cooperati ve 
system given good 
support to dairy farmers

• Farmers open to 
technological innovati on

WEAKNESSES

• Size and structure of 
farms

• Financial diffi  culti es due 
to past investments

• High producti on costs 
– energy, concentrate 
feeding

• Locati on in areas with 
high populati on density 
- high land price & ti ght 
environmental legislati on

OPPORTUNITIES

• Increasing exports 
and strengthening the 
internati onalizati on of 
the industry

• Diversifi cati on into 
innovati ve dairy products 
with higher added value 
for external and internal 
markets

• Opportunity for farmers 
to create their own 
brands

THREATS

• Peripheral status of 
Portugal relati vely to 
major markets

• Heavy dependence on 
prices of concentrate 
feed

• Market incerti tude (milk 
prices and demand)

• Eff ects of climate 
changes

• Society percepti on 
about dairy producti on 
(animal welfare and 
environmental issues like 
carbon neutrality)

KEY FIGURES – YEAR 2017 – NORTH PORTUGAL

DAIRY PRODUCTION LIVESTOCK AND FARMING

951 000 tons
of milk delivered

corresponding to:

49,5%

141 300
including:
▸ 31% in farms holding
more than 100 cows
▸ 38% in farms holding
less than 50 cows

Organic milk
represents

0% of regional
deliveries

dairy
cows dairy farms

8 490 kg/cow/year
(+ 10% in 10 years)

producing:

with in
average:

28 cows/farm
(+ 75% in 10 years)

4 076
(- 55% in 10 years)

238 tons of milk
per collec�on point
(+ 90% in 10 years)

(- 15% in 10 years)

of na�onal
deliveries 3 main    

collectors

58%
3 tons of concentrate

per cow/year
represen�ng:

of produc�on costs

(Source: INE, 2018)
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