
Irish farmers building value and prosperity in our dairy industry
Representing Dairy Farmer Discussion Groups

Continuing our series looking at A + B - C milk pricing, this edition of our 
newsletter will look at the 
- B (fat component) 
- C (processing / transport costs)

We believe that greater awareness by dairy farmers on the value of the 
individual A, B, and C pricing will result in greater dialogue amongst 
farmers in how component value delivers greater value & financial 
reward for farmers.

Get Involved

Page 1 / 2

Understanding the A + B - C 
Milk Pricing System: 
Fat (B) & Processing Costs (C)

November 2013 Newsletter

www.dairyireland.ie
facebook.com/DairyIreland2015

Dairy Ireland Newsletter / November 2013

Building Value

“B” Component Pricing
The word fat is often used with negative connotations. Often this is 
driven by an industry promoting dieting products and solutions. Yet fat 
is an essential component of every diet. Milk is composed of water, 
carbohydrate, fat, protein, minerals and vitamins. 

All these components are an essential part of a healthy diet. In fact it is 
said  that Milk and Honey are the only articles of diet whose sole 
function in nature is food.

As a result of grass based production systems Irish milk is also rich in a 
fat known as Conjugated Linoleic Acid (CLA), which is linked to superior 
heart health and the suppression of tumours.

Key products which add value to this “B” component are Irish Butter 
and Irish Cheese. Much credit for the success of our butter and cheese 
products internationally must go to the Irish Dairy Board. The success 
of the Kerrygold brand  / IDB internationally include;

- Kerrygold commands a Top-3 position in over 50 designated 
international markets.
- Kerrygold is Germany’s number one butter brand, with a 17% market 
share and over a 50% branded share.
- Kerrygold is the top imported butter brand in the USA.
- The IDB’s Pilgrims Choice brand is the No.2 cheese brand in the UK.

Milk Composition*
Water                ~87%
Fat                      ~3.8%
Protein             ~3.4%
Lactose**       ~4.8%
Minerals***   <1%

* Approximate, will vary from herd to 

herd, breed etc.

** Also referred to as Carbohydrate

*** Also referred to as ASH



Page 2 / 2 Dairy Ireland Newsletter / November 2013

Educate

“C” Component Pricing
As outlined above we are seeing positive initiatives in the marketing of Irish dairy 
products in key growth markets. We have also seen significant announcements by 
many of the large dairy companies in Ireland this year regarding capital investments 
in new plants. This brings us to the third aspect of the A + B - C pricing, the “C” or 
processing / transports costs.

This is a fixed cost levied on each litre of milk, typically in the region of 3 to 4 cents 
per litre. Much debate occurs in Ireland around processing costs. The IFA’s July / 
August Newsletter states processing milk costs of 5 cents per litre. In March 2011, 
the Farmer’s Journal highlighted an industry study purporting processing costs at 
closer to 7 cents per litre. In recent weeks Agriland.ie highlighted average Fonterra 
processing costs (where powder production predominates) near 10 cents per litre.

The reality is processing costs will vary for different products. Products like Cheese 
and Butter will be closer to 5 cents / litre & powder products will be closer to 10 c / l 

One reason why powder processing costs are typically higher is down to the need for 
greater energy inputs to help dry the products. A report commissioned by 
Enterprise Ireland in 2011 highlighted large differences within Irish dairy processing 
plants in energy consumption per tonne of product produced, see table below.   

Onwards &
Upwards

Feel free to re-publish the content of this newsletter in any media, but please credit Dairy Ireland as the source.   Contact: info@DairyIreland.ie
Please forward this Newsletter to your colleagues and fellow discussion group members

Irish Dairy Board Success
Dairy Ireland would like to commend and congratulate the Irish Dairy Board for 
their efforts to enhance the route to market capability for Irish dairy products in 
the run-up to quota abolition in 2015. 

Recent announcements by the Irish Dairy Board include;
- October 2013, !20 million investment in Saudi Arabia:  Acquisition and
 development of a new cheese plant which will utilise Irish milk powder.  Saudi 
Arabia is a key Middle East market & imports the majority of its dairy products.

- September 2013, !10.5 million investment in Germany:  
New facilities in Germany will help grow the market position of 
the Kerrygold brand there.

- April 2013, Advancements in Product Innovation:  
Announced that in 2012, 50 new products and range extensions 
were brought to market.

Example - Skim Milk Powder
To put some of these figures in  perspective, lets 
look at the example of of Skim Milk Powder (SMP)

The table to the left shows a combined 
Electrical and Thermal consumption range 
between 2,904 and 6,836 Kilowatt Hour (KWh) on 
SMP. Assuming an energy cost of 8 cents per KWh 
this results in energy costs of;
- Most Efficient: 2,904 * !0.08 = !232 tonne
- Least Efficient: 6,838 * !0.08 = !547 tonne

In other words the difference in energy costs for 
SMP between Irish processors is over 2.5 c / l. 
This raises key questions for co-ops and their 
shareholders, namely: Can we afford to have a 
cost gap of 2.5 c / l within the industry on key 
processing parameters?

Table: Product Energy 
Benchmarks

Source: Resource Efficiency in 
Ireland’s Dairy Processing Sector, 
Enterprise Ireland, April 2011.


