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Analysis of the south Portugal dairy sector : skills and dynamism

DAIRY FARMS AND MILK PRODUCTION: A GROWING SPECIALIZATION

In 2016, total milk production in Portugal reached
1865 million tonnes, a value similar to the 2007
milk production, but corresponding to a decrease
relatively to 2015. This result was a consequence of
two factors: on one hand, the new buying/selling
agreements between producers and buyers of milk
were based on quantities well below those of 2015;
on the other hand, the EC supported the reduction
of milk production. These values of Portuguese milk
production raised again in 2017 to 1921 million
tonnes of milk produced.

On the contrary, total milk production in Southern
Portugal, the Alentejo and Lisbon Metropolitan Area
increased, for the 2007-2017 decade, in about 19%
(from 284 to 337 million tonnes). The milk production
in these regions represented, in 2007, 15.4% of the
national production (4.0% for Lisbon and 11.4%
for Alentejo), and in 2017, 17.6% (4.1% for Lisbon
and 13.5% for Alentejo). Therefore, it is possible to
conclude that the major increase of milk production in
Southern Portugal during this period was due mainly
to the increase of production observed in Alentejo.

Despite this increase in production, data showed
that the relevance of the sector in terms of dairy
farms and dairy production in Southern Portugal
(Fig. 1), when compared to the national output,
decreased since 2007: the number of enterprises
has decreased from 30.08% to 15.64% of the total
enterprises in the sector between 2007 and 2017. In
the same period a decrease from 62.47 to 34.15% of
the total turnover was observed, and the number of
workers in the sector have decreased from 48.87%
in 2007 to 26.65% in 2017. This decrease, which
corresponds to, approximately, a twofold decrease,
is even more marked when considering only the
Lisbon Metropolitan Area, where it corresponded to
a threefold decrease in the importance of the sector
(Banco de Portugal).

Moreover, in South Portugal, the dairy sector is not
of major importance for the regional production and
economy. The dairy sector represented in 2017 only
2% of the gross regional agricultural production (2%
of the farms/companies), a value which has been
decreasing since 2007, where it represented 8% of
the gross regional agricultural production (2% of the
farms/companies) (Banco de Portugal).

FIG.1: GEOGRAPHICAL DISTRIBUTION OF THE
DAIRY FARMS CONSIDERING THEIR TURNOVER
(2017): Lisbon area has a high value, 13.16%

of the total for the sector at the national level,
which corresponds to 3.91% of the number of
farms. Considering both Lisbon+Alentejo, they are
responsible for 34.15% of the total turnover in the
sector and to 15.64% of the number of farms.

(Source: Banco de Portugal)
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During the 2007-2017 period, different aspects should
be highlighted:

eThe number of dairy farms remained stable (357
farms in 2007 and 360 farms in 2017) but the total
number of dairy cows in the region increased in 30%,
from 27000 to 35000 livestock units (LU). This means
that the average number of dairy cows per farm
increased significantly, from 161 cows in 2007, to 284
cows in 2016 (an increment of 76.4%) that suggest a
growing specialization of some dairy farms;

*The concentration of the activity did not affect dairy
livestock productivity, which was of 9629 kg milk/dairy
cow/year in 2017, a good indicator of productivity,
similar to international values;

*The share of dairy holdings with less than 100 cows
was very low in 2007 (4% in farms of 50 to 100 cows
and 4% in farms of less than 20 cows), and even
decreased to smaller values in 2017 (3% in farms of 50
to 100 cows and 2% in farms with less than 20 cows).

*The share of cows in farms of more than 100 cows
increased 7.2 %, representing, in 2017, 89% of the
dairy farms, evidencing a continuous increase of dairy
herds.
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The dairy farming system In South Portugal is
intensive, with cows housed year-round and a very
limited number of farms with grazing, what implies
a higher dependence on workforce. Because of
that, milk production per annual dairy working unit
is low; lower than, for instance, in Azores, where the
production is more extensive. The milk production
per annual dairy working unit increased from 6877 kg
in 2007, to 9996 kg in 2017.

Another indicator of the high intensity of the
production is the stocking rate, 1-4 LU/ha of fodder
area, and the high value of milk production per ha of
fodder area (5-10 t/ha, estimated value?).

The dairy production in South Portugal does not
depend on pasture, except for some production units
located in the coast of Alentejo, with only 10-20% of
grassland in fodder area, and with a supplementation
of 3000-3800 kg concentrate/head/year in dairy
cows feed intake (estimated values).

DAIRY PROCESSORS

The dairy processing plants in Southern Portugal
corresponded, in 2017, to 34.27% of the total number
of Portuguese dairy plants (including milk from other
species), and to a turnover of 10.42%, numbers which
have remained stable since 2007. These companies
are mostly micro, small and medium size plants
(Fig. 2-A), and most of them process milk from small
ruminants (sheep and goat) and a small quantity of
cow milk. Most of the bovine milk which is produced
in South Portugal is bought by large cooperatives and
companies and processed in different regions, others
than Alentejo or Lisbon. However, all the players in the
sector that were inquired for this study were unable
to provide real numbers that could corroborate this
fact and support its analysis. There are some larger
dairy plants located in Lisbon Metropolitan Area, but
the larger dairy plants are mainly located in Northern
Portugal (Fig. 2-B).

The main dairy collectors of the milk produced in the
South region are Lacticoop (Union of Cooperatives,
located between Douro and Mondego rivers, in
Centre-North Portugal), Proleite (Cooperative of
milk producers, located in Oliveira de Azemeis,
Central Portugal), and Serraleite (Cooperative of milk
producers, located in Portalegre, Northern Alentejo),
but their share in milk collection is unknow.

FIG.2: GEOGRAPHICAL DISTRIBUTION OF THE DAIRY PROCESSING PLANTS CONSIDERING THEIR TURNOVER
(2017): (A) MICRO, SMALL AND MEDIUM SIZE DAIRY PLANTS; AND (B) LARGE DAIRY PLANTS.

(Source: Banco de Portugal, Sector Tables)
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DAIRY PRODUCTS AND CHARAC-
TERIZATION OF DAIRY MARKETS

Atthe regional scale, global dairy production decreased
from 2007 to 2017 (Fig. 3), with the liquid and fresh
milk being the main product, followed by butter and
cream.

In the Alentejo region, there is a very strong tradition
in the production of dairy products from the milk of
small ruminants, like Serpa Cheese, which is a DOP
cheese, because small ruminants are easily raised
due to their resilience to severe climatic conditions.
The larger dairy plants, processing cow milk, are not
located in this region.

Milk produced in South Portugal have no specific label
(e.g., organic, pasture milk). The share of on-farm
processing is very low, but several farms sell all the milk
to small cheese factories that may belong to the dairy
farm owner. It is a way to avoid dependency relative to
the dairy industry.

The destination of dairy products exclusively produced
in this region (regional market/national market/
export) is not known, because their transformation is
not performed in the region, and their production is
processed mainly in big plants, that receive milk from
all the country.

Self-sufficiency degree in milk for consumption in
Portugal is growing, having a degree of 112.5% in
2015, while the self-sufficiency in butter was achieved
in 1985, with a surplus since 1991. Contrarywise,
Portugal lost its self-sufficiency in yogurts in 1990,
having a deficit of 53% in 2015.

SOUTH PORTUGAL MILK PRODUC-
TION IN THE FRAMEWORK OF THE
NATIONAL DAIRY SECTOR

The price of milk to be paid to the producer is
fixed by the dairy industry, which sets the prices in
accordance to the demand for milk by the market.
The dairy market is very competitive, with a growing
trend by the large supermarkets to offer low prices
to the final consumer. The main consequence of
such politics is a decrease of the margins of dairy
companies with a direct impact on the price of milk
offered to producers. Profit margins to production
have declined in recent years, and there is a need
to try to produce more milk at lower costs (increase
output).

FIG.3: SHARE OF DAIRY PRODUCTS IN LISBON +
ALENTEJO REGIONS (2007-2017)

(Source: Instituto Nacional de Estatistica)
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SWOT ANALYSIS OF THE SOUTH PORTUGAL DAIRY SECTOR

S

STRENGTHS

eLarge farms
eQualified farmers with

strong technical support

¢ Proximity of feed

suppliers and consumers

*Mixed farms, combining
livestock and agricultural

production

W

WEAKNESSES

¢Climatic conditions,
with very dry and hot
summers, occasionally
subjected to long
periods of drought,
compromising self-
sustainability in fodder
production

eEspecially in the Alentejo
region, animals are
subject to heat stress
during summer months

*Soil conditions, with low
organic matter content,
very prone to erosion,
with an agricultural
production dependent
on mineral fertilization

eLow density of dairy
farms, which difficult
the organization of the
sector

e Competition with other
activities for soil use

eLarger dairy processing
plants located in
different regions (far
from farms = transport
costs)

THREATS

eReduction of milk price

eGrowth in production
costs (feed, energy,
labour)

e Competition from other
dairy regions in Portugal
and EU

eDecrease in liquid milk
consumption at the
national level (since
2001, at an annual
average rate of -2.4%),

as well as in other
markets, associated to
a pejorative idea of the
food and health quality
of milk

*End of milk quota regime
(April 2015) and the EU
implementing measures
in order to control
excess production and to
promote their reduction

eEnvironmental
constraints, with some
movements associating
livestock production to
GGE emissions
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