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4.2 Meat products: competition from low cost countries
Peter van Horne and Robert Hoste

4.2.1 Key findings

The EU is a leading exporter of meat: net exporter for pork and poultry and net importer for
beef. Major flows are trade between EU countries. The trade balance in meat of the EU devel-
oped negatively: the surplus decreased. The EU has a negative trade balance for beef. Interna-
tional trade is mainly based on frozen, cooked or further processed meat products. The EU in-
dustry should focus on the production of fresh products for the demanding European customer.
In this market segment the local industry has an advantage over third countries.

The competitiveness of the EU meat industry is weak. Third countries like Brazil and Argentina
have competitive advantages in meat production as a result of relatively cheap inputs like feed
(abundance land for forage and cereal production) and labour. Large and reliable livestock sup-
plies and low labour costs combined with economies of scale are key factors contributing to the
competitiveness of the meat industry. Due to higher labour costs, the US has these advantages
to a limited extent. The need for consolidation will be a key issue in the meat industry. Only big-
ger companies with an adequate scale can exploit the opportunity to supply the different prefer-
ences for particular meat cuts between countries.

The EU meat industry is currently protected by trade barriers, such as high import tariffs, quotas
and sanitary protection. Due to recurrent outbreaks of animal diseases and the fact that out-
breaks are difficult to foresee, global meat trade is and will be restricted and less structured.
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Figure 4.2.1 Overall competitiveness of EU and major competitors
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The competitors are not consistently strong in all competitiveness indicators. The Brazilian meat
industry is growing in importance within their food industry and on the export market. The Bra-
zilian growth of real value added and labour productivity is weak. The opposite applies to the
US. On average all competitors are stronger than the EU-15.

4,2.2 Introduction

World market

Meat plays an important role in food consumption. Different types of meat are produced and
consumed: pork, poultry, beef, sheep and goat and various other meat types. Beef and ovine
meat production typically originate from grass-fed animals. Pigs and poultry are omnivorous
animals and fed mainly with compound feed. In general these animals are kept inside and
rather footloose to production areas of feed. The 2006 forecast for total meat production in the
world amounts to 272.5 million tons (carcass weight equivalent). In the EU-25 it amounts to
41.3 million tons, 15.1% of the world meat production (FAO, 2006). Delgado et al. (1999) pre-
dict an increase in meat demand to 303 million tons in 2020. China is a large meat producer
with over 50% of the pork production and one third of all meat production. Chinese exports
amount to just 3%, below the countries used in the benchmark. China however is expected to
become a large net meat importer in the future, given an expected major increase in meat con-
sumption caused by increasing income and wealth of the Chinese, in combination with a limited
national feed/food supply which also competes with human food demand.

Table 4.2.1 Production of meat in the world in and some countries (mln. tons)

Country Year Pork Poultry Beef Shgega?nd Other

EU-15 1995 16.1 8.0 8.0 1.2 1.0
2002 17.8 9.2 7.5 1.1 0.9
2006 18.1 7.6 7.2 1.0 0.9

EU-25 1995 18.7 8.8 8.5 1.2 1.0
2002 21.5 11.0 8.1 1.1 1.0
2006 21.6 9.7 7.9 1.0 1.0
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Country Year Pork Poultry Beef Shu::ega:nd Other
us 1995 8.1 13.8 11.6 0.1 0.2
2002 8.9 17.3 12.3 0.1 0.2
2006 9.7 18.7 11.9 0.1 0.2
Australia 1995 0.4 0.5 1.8 0.6 0.0
2002 0.4 0.7 2.0 0.7 0.0
2006 0.4 0.8 2.2 0.7 0.0
Brazil 1995 2.8 4.2 5.7 0.1 0.0
2002 2.8 7.2 7.3 0.1 0.0
2006 3.1 9.7 8.6 0.1 0.0
Canada 1995 1.3 0.9 0.9 0.0 0.0
2002 1.9 1.1 1.3 0.0 0.0
2006 1.9 1.2 1.5 0.0 0.0

Source: FAOstat, 2006 forecast (FAQ, 2006).

About half of the production and consumption of meat in the EU-25 is pork. The production of pig
and poultry meat is growing and the production of beef and ovine meat is declining. The same devel-
opment is evident in the EU since 1995. The forecast of the FAO indicates a decrease in 2006 for
poultry and beef in the EU. Pork production increased in all countries, quite strongly in the US and
Canada. Brazil shows a strong increase in poultry and beef production. Sheep and goat meat is of less
importance in the total meat production: EU-15 and Australia are the most important producers.

Europe is the largest exporter of meat, but also the largest importer. If the intra trade within the
EU member states is excluded, the EU-15 is the second largest exporter after the US. The figures
in table 4.2.2 show that Australia, Brazil and Canada increased their share on the world export
markets, which is in line with the production growth as mentioned in table 4.2.1. China, the
world’s largest pork producer, is the next biggest exporter after these countries. This country is
not chosen as benchmark due to the lack of data.

Table 4.2.2 Major exporting and importing countries in meat

Region/Country Export share Import share
‘96 - ‘98 ‘02-'04 difference '96-'98 ‘02-'04 difference

EU 25 57 52 -5.3 51 48 -3.0
EU 15 54 49 -4.8 50 47 -3.3
EU 15 <= non-EU 11 8 2.4 9 9 0.3
United States of America 15 12 -3.3 6 9 2.8
Netherlands 11 9 -1.7 3 4 0.9
Brazil 3 8 4.5 1 0 -0.4
Denmark 9 7 -1.2 1 1 0.2
Germany 5 7 2.1 12 8 -3.8
Australia 5 7 1.5 0 0 0.2
France 9 7 -2.8 8 & -1.6
Canada 4 [ 2.0 2 2 0.1
Belgium/Luxembourg 7 6 -1.0 3 3 0.2
MNew Zealand 4 5 0.6 0 0 0.1
Ireland 4 4 0.1 1 1 0.3
Spain 3 3 0.8 2 2 0.0
China 3 3 -0.2 0 1 0.9
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Consumption per head

Consumption volume and pattern differ between countries. About 40% of all meat consumed in
the world is pork, followed by poultry meat at 30%, and beef at 25%. EU-25 consumers are
important meat consumers, with annually 89.0 kg per head, compared to 40.3 kg per head in
the world in total. Pork and poultry meat consumption in the world is growing. Figure 4,2.2
shows the meat consumption per EU member state and per type of meat.

Figure 4.2.2 Meat consumption per member state and type of meat in 2003 (kg per head)
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Source: calculations based on FAOStat data.

Figure 4.2.3 Meat consumption trend per type of meat of EU-25. Years 1990 - 2003
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