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July 2004milk price league
All cash price in column (A) are based as follows:$No volume conditions$ 3.60 per cent butterfat$ 3.30 per cent protein$

Protein bonus not included$ SCC 400,000

$TBC50,000$DairyBoardandstateleviesatratedeductedbycreamery$Transportchargesbasedon30,000gallonsperyear

collected ex-farm.$ Farmer not required to have more than bulk size for five milkings.

Creamery Cash Max price Collection Average Average B/F Protein Price drop Price based Ranking based

price all charge creamery creamery difference difference June 04 on average on average

cent/ conditions cent/l fat protein per each per each v June 01 creamery fat creamery

litre cent/litre 0.10% 0.10% cent/litre and protein fat and protein

cent/litre

Division No. 1 - over 27.00

Kerry 27.42 - Nil 3.66 3.24 0.25 0.51 2.96 27.27 4

N. Cork 27.37 - Nil 3.66 3.25 0.30 0.40 3.13 27.35 2

Newmarket 27.35 - Nil 3.62 3.28 0.35 0.39 3.43 27.35 2

Boherbue 27.25 - Nil 3.72 3.25 0.40 0.44 NA 27.50 1

Drinagh 27.16 - 0.39 3.57 3.28 0.55 0.40 3.66 26.80 10

Bandon 27.16 - Nil 3.60 3.25 0.40 0.44 3.82 26.80 10

Arrabawn 27.08 - 0.50 3.68 3.20 0.30 0.44 2.96 26.95 8

Donegal 27.06 - 0.92 3.63 3.22 0.25 0.40 3.14 26.84 9

Barryroe 27.05 - 0.28 3.58 3.25 0.30 0.50 3.80 26.75 14

Thurles 27.00 - Nil 3.65 3.31 0.20 0.35 3.20 27.20 5

Tipperary 27.00 - 0.18 3.65 3.22 0.25 0.56 3.20 26.70 17

Monaghan 27.00 - 0.50 3.65 3.18 0.30 0.40 2.55 26.70 17

Division No. 2 - 26.50 - 27.00

Lisavaird 26.92 - 0.28 3.62 3.24 0.29 0.47 3.90 26.74 16

Dairygold 26.91 - Nil 3.63 3.24 0.30 0.46 3.66 26.76 13

Lakeland 26.91 - 0.39 3.72 3.19 0.29 0.47 2.87 26.77 12

Wexford 26.88 - Nil 3.68 3.30 0.29 0.48 4.78 27.10 6

Connacht Gold 26.80 - 0.64 3.65 3.26 0.26 0.37 3.11 26.78 11

Oldcastle 26.77 - Nil 3.67 3.24 0.27 0.49 3.15 26.75 14

Glanbia 26.77 - Nil 3.72 3.29 0.27 0.49 3.15 27.08 7

Centenary 26.70 0.06 3.66 3.26 0.27 0.44 3.47 26.70 17

*Connacht Gold's Price is based on bulk size for 7 milkings

Kerry/

Connacht

Gold hold

Aug/Sept

milk price

By Joe Rea

Irish Farmers Journal

KERRY and Connacht Gold

both hold their August/Sep-

tember milk prices. One ex-

p e c t s t h i s w i n n i n g

performance from Kerry,

especially after taking "Sam"

home on Sunday. However

the surprise is that Connacht

Gold has matched Kerry to

maintainmilk prices, quite an

achievement.

This move demonstrates a

steely resolve on the part of

their board and management

to show that Connacht is not

just for trees and tourists.

Last week I visited Connacht

Gold and spoke with some of

their management and board

personnel. It was an impressive

experience. I can tell you that

paraphrasing Mark Twain ``re-

ports of the death of dairying in

the West has been greatly

exaggerated''.

The decision on the August/

Septemberprice isaclear signal

to their suppliers that western

dairying has a future. So what -

holding their milk price does

not putthem topof the League.

However, their current price

places them ahead of Glanbia

- a processor with four or five

times their milk supply operat-

ing in the lush south.

On the board room wall of

Connacht Gold's Shannonside

Milk Products at Ballaghade-

reen is a framed motto which

states ``we can't change the

wind but we can adjust the

sails''. I can tell you there are

lots ofwilling sailorswanting to

make adjustment.

What I found was most en-

couraging Ð Connacht Gold

did not see themselves as

league proppers forever. Wes-

tern farmers are entitled to a

decent milk price was the

dictum. What's more impor-

tant they are prepared to make

the adjustments to create

change.

Holding the August/ Sep-

tember price is a statement of

intent on their milk pricing

policy. The Connacht Gold I

found was a highly positive

place. Not ``a Mayo God help

us place'' - but rather a place

looking to their own resources

and efficiencies for success.

July prices

The July league shows no

change. August will also hold

the line on prices.The Septem-

ber outlook is not clear, but

surely the Connacht Gold lead

can be followed by those with

more natural advantages.

Top league performance on

actual payout are Boherbue,

North Cork, Newmarket and

Kerry. They all beat 27 cl a fine

performance in the current

climate. The top butterfats at

3.72 are again recorded by

Boherbue and Lakeland, who

have nothing to dowith testing

their own milk supply.

Dairyquestions

and answers
Dairygold's Jerry Henchy raised a number of key issues in his

outstanding and visionary paper at the recent Grassland

Association meeting. I particularly liked his comment that

Dairygold's restructuring should not put a brake onmilk price.

The response to Henchy's ideas will be interesting. Ignoring

them is not an option.

Some weeks ago the Journal published a comprehensive

letter from Co Cork dairy farmer Denis Buttimer. Like Henchy

this letteralso raised fundamental issues. It is surprising thatthe

questions asked by Buttimer have not been answered by

anybody inthedairy industry. IsButtimer rightorwrong?Idon't

know, but I would like to find out sooner rather than later.

Euro Price review

German disease

cuts by 7.2 c/l
There is a great fear that the

Germandiseaseof low lowmilk

prices could spread. The impli-

cations of this disease becom-

ing contagious are serious. July

milk prices in the international

table sends signals from Ger-

many and theNetherlands that

are ominous.

Compared to our July 2001

benchmark against July 2004

Germany's giant processor

Nordmilch show a reduction

of 7.26c/l (25pg). The other

major German Processor Hu-

manaonthesamebasis isdown

6.1c/l.

My German dairy farmer

contacts are not impressed.

However there are indications

that the August price from

Nordmilch will increase as

some farmers consider switch-

ing supply.

A positive factor emerging

from those calamitous prices is

the possible merger between

Nordmilch and Humana. How-

ever as we have discovered in

Ireland mergers alone do not

increase milk price unless the

boardandmanagement isupto

the job. Mergers savings must

reflect in higher farmer milk

prices otherwise it's a non-

sense.

Dutch dairy downer

DutchpricesreflecttheGerman

trend. They appear to have

contacted the German disease.

Campina paying 25.40c/l. (This

price includes our 4.4% VAT

refund for our comparison pur-

poses) againstthe 2001bench-

mark it is a minus of 3.37c/l (a

12pg). ForFrieslandthedisease

is evenworse.Their July price is

only24.01c/l. (86pg).Abench-

mark difference of 4.36c/l.

(15.6pg). This Friesland price

is lower then theUK'sFirstMilk

Level. Even when allowance is

taken for the Dutch end of year

bonus, those prices are disas-

trous.

Finland's High

Any good news, I almost hear

readers moan. Yes their is-

Finland's Knippi group tops

the league paying 35.9c/l

(128pg). This price includes a

seasonal bonus of 2.46C/L.

Thisprice is for real. I recently

visited the creamery which

delivers this result. I will report

in detail on Finland's prices in

next weeks Journal.

International

standardised

milk price Ð

July 2004
All prices based as follows - VAT 4.4%, Fat 3.6%, Protein

3.3%, TBC 24,999 and SCC 249,999. Every other day

collection with annual milk supply 350,000 litres

Creamery Country June price Price difference

cent/litre July '04 v July '01

cent per litre

Knippi Group Finland 35.90 NA

Donane France 31.11 2.03

Lactalis France 29.44 2.00

Bongrain France 29.44 2.07

Arla Denmark 28.00 NA

Belgo Milk Belgium 27.77

Nordmilch Germany 26.73 7.26

Humana Germany 26.62 6.10

Capina NL 25.40 3.37

First Milk U.K 24.65 NA

Freisland NL 24.01 4.36

U.S.A US 29.86 14.32

Fonterra NZ 15.03 -

*Friesland bonus paid inMay 2004 on all 2003 milk=1.8c/l

*Campinabonuspaid inMay2004onallof2003milk=1.8c/l

*Arla Denmark paid bonus on milk supplied fromOctober

02 to September 03 of 1.16c/l.

All figures based on original data from the Dutch Dairy

Boardwhichmakesthecalculationsonbehalf ofLTO-Farm

Orgs, EDF. More information at www.milkprices.nl.
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Kerrygold advertising spend
YES, I am still impacted by my
recent visit to Finland's Valio.
The memory lingers especially
the strengths of their brands
andtheircontinued investment
in promotion. Last year Valio
invested E50m euro in promo-
tion, really pushing their
brands. That's the equivalent
of 3 c/l or E50 per cow per year.

The survey people Nilsson's
recently published for 2003 (to
November) the figure for UK
butter advertising. Kerrygold
and the UK's Country Life

shows the lowest spend level
at £0.5m each. Denmark's Arla
topped the spend £2.6m on
their own brand Lurpak and
£3.1m on New Zealand An-

chor.This gives a total spend by
Arla of £5.7m. Impressive, yes
but only abouthalf the spendo f
Unilever on spreads like Flora
and Olivio (see table).

July milk league Ð NI
Prices in pence per gallon based as follows: $ Butterfat 3.6 per cent $ Protein 3.3 per cent $ SCC
under400,000 $ TBCunder50,000 $ Most favourable transportchargededucted $ Pricesexclude
VAT $ Ranked on basis of 55,000 gallons supply.

Milk buyer Price Transport Price litre Price in Estimated
(net) charge plus euros plus share of
sterling litre 4.4% VAT 4.4% VAT total

sterling sterling supply %

Division 1 - over 17c
Fivemiletown Co-op 17.48 0.38 18.25 27.37 1.5

Town of Monaghan 17.35 0.51 18.11 27.17 18.5

Lakeland Dairies 17.25 0.22 18.01 27.01 10.5

Donegal Creameries 17.02 0.57 17.77 26.65 3

Division 2 - under 17c
Glanbia Milk 16.98 0.38 17.73 26.59 2.5

Unified Dairy Farmers 16.97 0.59 17.72 26.58 60

Glanbia Cheese 16.95 0.64 17.70 26.54 5

United's June Price should have read 16.17 not 14.99
Donegal June price should have read 17.77 not 16.77

French price
index
The French are lasting the pace better then
anyone else in the July Table. All their main
players Bongrain, Danone and Lactalis reduce by
only 2c/l against our benchmark.This is one third
of the German reduction. But then this is what
one expects from the French.They have worked
out a long time ago thatthe real agricultural issue
is "its farm gate prices stupid".

In recent weeks French dairy farmers have had
their public protests on milk prices. This has got
some results at least in the short term. Farmers
and processors have agreed to put their "price
index" back in place. This will result in a price

reduction of under 1c/l for 2004 compared to
2003- a 3% reduction.

The index allows mostly co-ops with 35% or
more of milk in butter or powder to reduce their
2004pricebyafurther0.3c/l.Thistellsastorythat
hasrelevancefor Irelandwithourdependenceon
butter and powders.

NowforthebadindexnewsforFrenchfarmers.
From next year French milk prices will be
"indexed" quarterly to German prices when this
is more than 0.4c/l difference between French
and German prices. A very serious development
for all EU milk suppliers.

Supermarkets
raid cheese
A recent UK report from the Milk Development Council on dairy

retail margins is shocking.This report shows a massive increase in

retail dairy margins. UK liquid milk margins went from 3% in 1995

to last year's level of 12.9%.

The major news in the Irish context is the margin on cheddar

cheese where Ireland has a serious stake in the UK market. Exports

last year 41,000 tons. The report shows that retail margins for mild

cheddar went from 21% to 37% between 1995 and 2003- an

increaseof16%.Formaturecheddar itwasworse.The1995margin

was 39% going to 60% in 2003.Thisclearly takes lotsof moneyout

of Irish dairy farmers pockets - because at the end of the day that's

the only place where the margin comes from.

UK butter
advertising
£m 2003* v '02
Anchor 3.1 -12%
Lurpak 2.6 -39%
Country Life 0.5 +77%
Kerrygold 0.5 +27%

Total 6.8 -21%
*Year to Nov. Source: Nielsen

Three beat 27 c/l
The main feature of the July
Northern League is that all
prices are close together. The
gap between five mile town at

the top and Glanbia Cheese at
the bottom is 0.8 c/l.

On our league basis three
northern purchasers qualify for

Division One status. Those
threeleadersareFivemiletown,
Monaghan and Lakeland.

39% leave UK
dairy at 22.4c/l
The impact of falling milk prices comes into focus in a report in
BarryWilsonsDIN.HestatesthatasurveybyKiteconsultantsof
460 clients (average milk production 350,000 gallons) found
that a milk price of 15-p/l sterling (22.4c/l) 39% would leave
dairying. At a price of 17p/l sterling (25.4 c/l) that fall would be
17%.


