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Abstract 

The present study assesses the impact of the costs crisis of 2007 and 
2008. The analysis is made for beef, pig, poultry and sheep livestock 
farming. Costs and incomes are compared for a panel of typical farms in 
6 EU countries. Strengths and weaknesses of main meat farming 
systems are highlighted. Sensitivity of each system is tested against 
different 2014 scenarios. Finally, recommendations are made about 
possible actions. 
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EXECUTIVE SUMMARY 

The issues of the study: 

As underlined by the study specifications, “the EU meat livestock sector is facing a serious 
crisis of costs that ultimately implies a competitiveness and income crisis”.  

This is the reason why the European Parliament asked for a study in order to: 

- Analyse the current situation of the European livestock meat sectors, in terms of 
operating costs and margins; 

- Identify the strengths and weaknesses in the operating costs structures of the main 
systems and regions of meat production; 

- Analyse the scale of the crisis according to the main territorial systems of meat 
production; 

- Predict what could be the evolution of the costs crisis; 

- Develop recommendations, possible actions to be taken by the Administrations at 
either European or national levels. 

Our method to address the issues: 

 

The costs crisis peaked in 2007 and 2008. We have therefore concentrated the analysis 
on these 2 years, compared with the previous period (2004 - 2006). 

This “real-time” analysis was difficult to achieve with the FADN results, which were only 
available up to 2006 at the time of writing. In addition, FADN presents some other 
drawbacks for this particular study (lack of data about types and weights of animals 
produced, representativeness of specialised fatteners…). 

That is why we have opted to rely on “typical farms panels” surveyed by a network of 
experts in the following countries/meat livestock sectors: 

- Beef: France, Germany, Italy, United Kingdom; 

- Broiler: France, The Netherlands, Poland; 

- Pig meat: France, Germany, The Netherlands, Poland; 

- Sheep meat: France, Ireland, United Kingdom.  

 
11 experts from 7 institutions have been associated to this work. 

The retrospective analysis is based on stabilised systems of production for each meat 
livestock sector, therefore with unchanged costs structures. The analysis is in Euros and in 
nominal prices (not deflated). Nevertheless, we are aware that the currency changes 
have brought about a serious advantage to the British and Polish livestock meat sectors: 
the depreciation of both the Sterling pound and Zloty versus Euro has boosted meat prices 
in local currencies in the UK and Poland compared to their competitors from other EU 
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countries on the single European market. The effects on costs have been negative (because 
most inputs are paid in euros), but have not offset the meat prices advantage. 

The cost analysis is based on real operating costs, notably for feed to take into account the 
advantage of home-grown cereals in mixed farms. Nevertheless, the real cost method 
cannot be used for some factor costs, mainly to estimate the family work: we then use the 
opportunity cost method. In international comparisons with non-European countries for pig 
and poultry production we also use opportunity costs for factors (work, land, capital). 

The costs analysis includes an international comparison based on 2007 results with 
the main competitors, particularly on the World market. This international 
comparison involves, in addition to the list above: 

- Beef: Australia, Brazil, Canada, Ireland and Spain; 

- Broiler: Brazil, Thailand, USA ; 

- Pig meat: Brazil, USA; 

- Sheep meat: New Zealand.  
 

The different livestock meat systems are tested against 3 different scenarios for 2014: 
one “baseline” using the FAPRI outlook for input and meat prices and assuming a stable 
CAP and WTO situation; one “WTO new agreement” scenario based on the December 
2008 draft modalities of the Doha Round and one “reduced CAP” scenario with a 25% cut 
in 1st pillar direct payments after 2013. In addition, a “price sensitivity” test illustrates the 
impact of a +/-10% in input and meat prices on typical farms’ income. 

Finally, the strengths and the weaknesses of each of the studied meat livestock systems 
are highlighted. The scenarios for the future include the possible trends of the costs 
structure and the possibilities of adaptation to new situations, such as a WTO agreement, a 
reduced CAP, another deep costs crisis... 

In addition to this analysis, 3 specific points are raised, with regard to: 

- The European & national regulations affecting animal farming systems in the EU 
and their estimated costs impacts; 

- The CAP Health Check implementation in the different countries and its possible 
impacts; 

- The risk management policies experiences, either in the EU or in the third 
countries mentioned, particularly in Canada. 

 
The recommendations have been elaborated by the team of experts, after interviewing 
around 55 stakeholders in the different meat livestock sectors in 7 countries and at the 
European level. 

The costs crisis in 2007 and 2008 
 

EU grain prices had been following a particularly stable long term trend from 1998 to 2006, 
with a short rise in 2004 for soybean and cereals prices as the only exception. The sudden 
and dramatic rise in 2007 and 2008 was therefore even more impressive. The main 
determining causes of the hikes and the increased volatility of the grain prices seem to 
have been the biofuel development policies, particularly concerning maize in the USA, 
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the speculation on the future markets, particularly for soybean, and the decreased 
cereals stocks. 

The hikes of grain prices have provoked a rise of feed costs. For instance, pig feed 
indexed price peaked mid-2008 75% above its 2005-2006 average in France, Germany, the 
Netherlands…Broiler feed costs increased by nearly 80 % in the same period. 

The rise in feed prices particularly impacted pig and poultry producers because of the 
share of the feed costs within the overall costs structure: broadly 60% for broiler and 50% 
for pig, the exact figure depending on the country and the farming system. But also beef 
and sheep fatteners, and mixed systems with crops and ruminant productions have been 
seriously hit, notably because of the incentive to sell the grains rather than to feed the 
animals. In contrast, meat prices lagged behind and did not follow the same pace as feed 
prices. 

The energy costs had been rising for a much longer time, from 2003. Gas-oil paid by the 
farmers nearly doubled from 2005-2006 to mid-2008 in the Netherlands for instance. 
Energy costs represent only 2 to 5% of costs in broiler and pig farms, but they are highly 
variable from one farm to another. This element is one explaining factor with regards to the 
difference in profitability between pig or broiler farms.  

However, the meat producers most affected by the rise in energy prices have been the 
cattle and sheep farmers. Energy and related costs (fuel, fertilisers, pesticides, 
contractors…) often account for more than half of operating costs. The more reliant the 
farmer is on home-grown forage, the less feed he needs to purchase in but the more 
energy related costs he faces! 

At the beginning of 2009, the costs crisis had somewhat softened compared to the mid-
2008 situation, but feed as energy costs remain much higher than in 2005. And most of the 
outlooks recently published (as the last OECD-FAO one for the 2009-2018 period) stress 
that both grain and energy prices should remain unstable in the long term. 

Impact of the costs crisis on beef farms 
 
EU beef production shows great diversity. Even if the cow type trend has dramatically 
changed over the last decades, 2/3 of EU-27 cows are still milked and only 1/3 are beef 
orientated. We estimate that 60% of beef produced in the EU comes from the dairy herd, 
and 40% from the beef herd (because of higher carcass weights). 

This is a European specificity compared to the main beef exporters (Argentina, Australia, 
Brazil, Canada, New Zealand, USA…), where the specialised beef herd is predominant. 
European beef products are also much more diverse than in any of these countries, in 
terms of gender, age, carcass weights, ways of fattening (with grass, silage or grain, for a 
short or longer time) … 

For this costs analysis, we refer only to beef farms (not to dairy farms). 

We have selected the most representative beef producing systems from the world panel 
agri benchmark in the 4 major producing EU member states. These systems are basically 
of 2 types: 

– cow-calf farms: the cattle farming activity is based on calf production from a suckler 
cow herd;  

– finishing enterprises: specialised in the finishing activity of bulls, steers or heifers. 
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These types can also be combined in the same farms. 

The panel includes 5 cow-calf farms and 9 fattening farms (including combined farms), of 
very different sizes. The cow-calf farms own from 45 (in the UK) to 1400 (in Germany) beef 
cows. The fatteners finish from 45 (in France) to 2880 (in Italy) cattle per year. 

Fattening farms: 
 
In 2007, the structure of operating costs (= non-factor) represent 60% to 90% of finishing 
farms total costs of production. The lower share is for the British and German systems, the 
higher for the Italian large scale feed lots. The store animal purchase (either calculated in 
combined systems or actually paid) represent 20% of total costs in the British systems to 
60% in the Italian feed lots. 

The purchased feed costs represent 8% to 25% of total costs, the higher share in the 
larger units. 

But the main result of this costs analysis is that in 2007, only operating costs generally 
overcame the return. Only two systems of the panel covered their operating costs. But 
none of them were able to cover the factor costs that year. Total costs of production ranged 
from 3.57 to 4.85 €/kg that year when the beef price at the farm gate did not exceed 3.02 
to 3.50 €/kg. That means that all these fattening systems were unable to pay for the store 
cattle at the normal market price (if produced on the same farm) and to pay for the 
production factors (work, land, capital) at opportunity costs. 

Between 2005 and 2008, the non-factor costs (excluding store animal purchase) 
have increased in all the finishing systems, by +9% to +38%. The less impacted 
systems have been mixed German and French finishing systems that use their own crops 
(because we calculate the feed cost at real cost, but not at the opportunity cost). The 
larger Italian feed lots were highly penalised, but also the small scale combined finishing 
units with cow-calf operations in France and in the UK. The situation in 2008 was even 
worse than in 2007, even if the beef price rose. The finishers have therefore put 
pressure on the store cattle prices, which decreased by 20-25% in 2007 and 2008 
compared to 2006. 

When compared to other finishing systems in exporting non-EU countries, the gap is 
absolutely huge with the Brazilian and Canadian systems in particular. The total costs of 
production were respectively 1.70 and 2.28 €/kg in these fattening farms (240 steers grass 
fed in Brazil, 9 600 steers grain fed in Canada), taking into account the market exchange 
rate. Purchased feed costs represent less than 6% of total costs in Brazil but reach 25% in 
Canada. However, even with these low operating production costs, the Brazilian 
and Canadian systems were unable to cover the factor costs. The situation in the 
Australian finishing farm (720 steers, grass fed) was even worse because of the very bad 
climatic conditions in 2007 and operating costs were not covered by the returns. 

In conclusion, the EU beef finishing systems generally produce at a higher cost than 
the Brazilian or Canadian ones, in a range from 2 to 3 times more. Nevertheless, the 
EU systems benefit from a higher beef price, because of the proximity of the outlet and the 
product that is fairly well adapted to a variety of local demands. In addition, as for other 
meats, the EU still has high tariffs. 

Facing different scenarios for 2014, the finishing systems would be penalised by the 
“reduced CAP”, but in very different ways: the larger scale systems would suffer greatly 
(mainly the Italian feed lots), and the smaller farms would be less hit. But, in this scenario 
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as in the baseline (supposing a –5% in beef and store prices compared to 2007), the farm 
income would generally remain at a low level, if not negative, despite lower costs assumed 
than in 2007. 

The worst scenario for the finishing systems would be “a new WTO agreement” 
with the December 2008 modalities (-23% in beef and store prices 2014/2007): 
most beef finishing systems would get a negative income. 

In fact, these finishing systems are all very sensitive to beef/store cattle prices and 
feed costs variations, even more so for the larger scale establishments. As most of 
them use their own crops, they can always choose the opportunity market instead of 
fattening cattle. The other opportunities for grains are generally to sell on the market, but 
also sometimes to produce subsidised biogas, as in Germany.  

Another weakness of these fattening systems could be the environmental regulations and 
the difficulties they encounter in order to comply with them (particularly in the Po region in 
Italy). 

Even with a high level of technical performances, specialised fattening systems 
could only resist if they target high value beef specific markets, and manage to 
put pressure on the store cattle price. 

The combined cow-calf + finishing farms are generally less sensitive to the “new 
WTO agreement” scenario than the specialised fatteners, but more to the “reduced CAP”. 
Globally, these systems seem more resilient to input prices variations, as the systems are 
based on home-grown forage. But the farm incomes remain generally at a low level. The 
main weaknesses are the energy costs in cases of intensive management (usually the case 
in France) or the very high level of factor costs in cases of extensive management 
(particularly in the UK, with high land prices). 

Cow-calf farms: 
 
In comparison with finishing beef farms, beef returns from the market (for store cattle 
and some finished adult animals) always covered operating costs in the 5 typical 
farms of the EU panel in 2007. But operating costs usually only represent half of the 
total production costs in Germany and the UK. Non-factor costs are relatively more 
important in the costs structure of the cow-calf farms than in finishing farms. This 
is less true in France where they represent around 30% of total costs. In France, these 
factor costs were more or less compensated by the coupled suckler cow premium. But, as 
SCP is fully decoupled in most EU countries (including Germany, Italy and the UK), its 
compensatory effect is impossible to assess.  

Purchased feed costs represent only around 10% of total production costs, and 
energy related costs (fuel, electricity, fertilisers, pesticides…) are usually less. So these 
farms appear to be less directly hit by the operating costs crisis. Nevertheless, they have 
suffered more indirectly. First by large increases in machinery and contractor costs, 
which usually represent 25 to 30% of total costs. Secondly by the pressure they have 
suffered from the finishing farms, with lower prices paid for stores. 

Though they appear less affected by input prices, EU cow-calf farms have a huge 
dependence on coupled public supports (either at national level like German organic 
payments or with the coupled suckler cow premium in France).  
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Moreover, the specialised cow-calf farms, that sell most of the calves they breed as 
store cattle (in Central France and Spain, or in western Ireland), are totally dependent 
on the finishers. There are two ways to improve their position:  

- some could combine some fattening operation where there is local feed/suitable 
land/building availabilities; but most of them would not be able to do that on a large 
scale because of economical and climatic constraints. 

- the other solution would be to further strengthen the industry chain with the 
finishers. This relationship will remain somewhat confrontational (business is 
business!), but the cow-calf farmers (for instance in Central France) and the 
finishers (for instance in Italy) have a strong common advantage in building a long-
lasting and sustainable beef industry together. 

 

Impact of the costs crisis on pig farms 
 

At first glance, the European pig livestock farming could appear as quite homogeneous: the 
majority of pigs produced are based on synthetic breeds and grain feeds, and quality 
payment is based on an EU-grading system; prices show comparable fluctuations 
throughout Europe.  

Nevertheless, a wide range of meat products are produced from a pig, and there are huge 
differences in slaughter quality (lean meat percentage, slaughter weight, castrated or non-
castrated males…), product specifications (weight per product unit, fat layer, special meat 
shapes…). In addition, some special products are marketed separately, like “cerdo iberico”, 
“Porc Label Rouge” in France…  

Even if pork is not a commodity, we have concentrated our analysis on fairly similar pig 
farming models in France, Germany, the Netherlands and Poland. These models are all 
“farrow to finish” farms, which do not represent the totality of pig farming systems in 
these countries. For example, this kind of system produces 2/3 of slaughtering pigs in 
France but only 1/3 in the Netherlands. These models differ not only according to size 
(from 80 sows in Poland to 300 sows in the Netherlands, 148 in France and 170 in 
Germany), but also according to the typical level of productivity in each country for this 
kind of farm.  

According to the international benchmarking method, InterPIG, production costs in 2007 
were in the range of 1.46 to 1.64 €/kg carcass weight, the lesser being in the 
Netherlands and the higher in Poland. 

Feed costs accounted for 50% to 60% of total costs in 2007 in France, Germany and 
the Netherlands, but 60% to 70% in Poland where pig farms are less efficient. The rise in 
international grain prices led to a huge increase in feed costs: from +35% in the 
Netherlands and +65% in Poland between 2006 and mid-2008. 

This dramatic increase has penalised all the European systems as pig meat prices fell in 
2007 and only slightly increased in 2008 compared to 2006, producing a shear effect. 

European pig farmers are used to the cyclical movement of pig meat prices. However, this 
crisis broke the long term decreasing costs trend (thanks to the continuously improving 
productivity and to the stable grain prices) and created a lot of difficulties. Pig farmers’ 
income was generally negative or very small in 2007 and 2008. 
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Usually, the top farms are able to get through cyclical crises without too much damage. 
This is one of the main explanations for the quick productivity improvement in this 
industry: as the less productive farmers are quitting, that boosts the average productivity 
of the remaining pig farms. But, for the last 2 years, even the more efficient have lost 
money (the case in France) or are making very small incomes. 

The 2014 scenarios highlight a very high sensitivity to small feed and meat prices 
variations. In addition, the international pig production costs comparison shows a clear 
advantage to some competitors in relation to Western Europe: this advantage is 
evaluated around 35% for the USA and 40% for Brazil in 2007. Considering current 
tariffs, potentially imported pig products from Brazil are at the level of the cheapest 
European products. They have not been imported up to now because of the Brazilian 
sanitary status (concerning Classical Swine Fever).  

But, a WTO agreement on the December 2008 modalities would mean a 57% cut in tariffs 
on deboned pig meat or hams (or 38% in the case of classification as sensitive products 
with increased Tariff Rate Quota). With such tariff cuts, either shoulders or tenderloins 
could be imported at prices approximately 20% cheaper than the current European price, 
supposing the Brazilian sanitary status is improved. The experts underline that there will 
surely be a rebalance in that case, with both an increase in Brazilian prices (since the global 
demand for pig is expected to increase in the medium term) and a steady decrease in 
European prices to fill the gap. Nevertheless, the whole European pig industry will be 
deeply hit in the case of such a scenario, with an increased rate of restructuring. A 
severe and sudden tariff cut on imported meat would be rather destructive to the pig 
farming sector, including the processing industry. 

Facing higher volatility and a more bullish trend for input prices (both grains and energy) 
than for meat prices, which European pig systems are the more resilient?  

The specialised large scale “farrow to finish” farms are highly sensitive to input price 
increases and manure management, particularly in the Netherlands and in western France. 
But they enjoy a generally high level of technical performances and lower costs for inputs 
because of their bargaining capacity and economy of scale. Some very large scale pig farms 
in eastern Germany do not suffer manure disposal limitation, but are very sensitive to 
opportunity costs for the grain they harvest. The few large Polish pig farms integrated by 
the processing companies are even more sensitive to the prices shear effect.  

Mixed medium-size farms (often with dairy or crops in France or in Germany) have the 
advantage of spreading risks between several branches. They are usually more 
autonomous than specialised farms for the feed and above all manure management. But 
they often suffer poorer technical performances and lack of bargaining opportunities 
compared to large scale pig units. They seem more resilient to costs/meat prices shear 
effect on the short term, but more vulnerable in the long run, when changing ownership.  

Specialised sow farms or fattening farms (which form the majority of pig farms in the 
Netherlands notably) can concentrate better on their production step, and are generally 
more effective for their particular work. The fattening units usually enjoy local cheap by-
products supply for feed. But this specialisation adds dependency on the piglets price. 
Specialised German sow farmers suffer from fierce competition from Dutch and Danish sow 
farmers which export large quantities of piglets to German fattening units. 

Small units are much more flexible, and can decide to temporarily stop the fattening unit 
if market conditions become disadvantageous. This explains for example the big variation in 
Polish pig production. Nevertheless, they usually suffer much reduced performances, and 
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questionable sanitary status. Some small farms (for example in southern Germany) focus 
on specific carcass qualities and enjoy higher prices for the pigs they produce. 

Impact of the costs crisis on poultry farms 
 

In this study, we consider solely the broiler production, which represents 74% of total 
European poultry meat production in volume. This production shows huge differences 
throughout the EU. In France, production is integrated either by the processing industry 
and/or by the feed mill, but standard broiler only represented 73% of production in 2007, 
and products under official signs of quality (such as Label Rouge) 26%. In the Netherlands, 
the poultry farmers are not integrated to the other links of the industry chain. In Poland 
production is also non-integrated and this country still has many small scale farms. 

The standard broiler production costs comparison model shows similar results for 
Polish and Dutch systems in 2007, around 0.76 €/kg live weight. The French cost 
of production was 5% higher, around 0.79 €/kg live weight. Broiler production 
costs in Germany were in the same range, but higher in the UK (0.86 €/kg live 
weight). 

Costs evolutions in the French systems are unusual, because costs depends mainly on 
contract prices for feed and chicks: the integrators considerably cushioned the grain 
price variations. Nevertheless, the feed costs increased by 23% between 2006 and 
2008 as an average for standard broiler and 18% for Label Rouge. Production costs 
for Label Rouge were roughly twice the standard broiler costs in France. 

The Gross Margin evolution in the last 2 years has not been as negative for broilers as it 
has been for pigs for example. But, as a whole, broiler production remains far from being 
able to pay for factor costs at market price (particularly the farmer’s labour) and for the 
depreciation in cases of recent investment. The situation is less unfavourable for Label 
Rouge chicken producers than for standard broiler producers.  

For the French standard broiler producers, the differences are enormous between the 25% 
most and the 25% least efficient, in a range of 1 to 3 times for Gross Margin. Differences in 
productivity level explain more than half of this gap, but are closely linked to the 
integrators’ decision-making (number of rotations). 

For the Dutch broiler producers, feed accounted for 56% of production costs in 
2007. The feed is nearly always directly bought from the feed mills. With the rise in feed 
and energy costs, particularly in 2008, the Poultry Farmer family income declined to almost 
nothing last year, returning to the 2006 situation (low broiler meat price that year because 
of the lower consumption as a result of wide scale media attention on Avian Flu). 
Incidentally, the situation was better in 2007.  

Dutch broiler producers are pretty used to ups and downs in income, much more 
than French integrated farmers. In addition, within the Netherlands, there are huge 
differences between farms as far as incomes are concerned. For example, in 2007, the 
25% least profitable broiler farms earned a very small income per full time 
worker (some 10,000 €) and the 25% most profitable earned more than 50,000 
€/worker. 

Feed costs represent an even higher share in Polish poultry farms costs structure: 
66% in 2007. The situation that year was rather good for Polish poultry farmers, but has 
deteriorated in 2008. 
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Broiler costs of production are much lower in the main non-EU countries exporting poultry 
meat than in the EU, particularly in the USA and Brazil: it did not exceed 0.50 €/kg live 
weight in 2007 (a gap of nearly 33% with the Dutch cost). Even with the current tariff 
and additional levy, Brazilian breast meat exported to the German market is cheaper than 
Dutch breast meat. The cut in custom duty discussed at the WTO would give a huge extra 
competitive advantage to the Brazilian exports on the European market (the same for 
exports from Thailand). Even if the European authorities are perfectly aware of the risk, 
and seem ready to classify 13 poultry tariff lines as sensitive, that would nevertheless 
mean  a cut in tariffs of more than 20% and an additional tariff rate quota of nearly 
300,000 tons. 

As margins are usually tight in poultry production, the leverage effect of small 
variations of costs and meat prices is enormous. For example, in the Netherlands, 
compared to the 2007 situation (farm income of 65,000 €), a 10% increase in feed cost 
with no change in meat price would have led to nearly no income, but a 10% decrease in 
meat price with stable feed costs would have provoked a huge loss (-46,000 €). 

Which European poultry producing system could be the more resilient when faced with high 
costs and meat prices volatility?  

The integration system, more common in France (and also Italy and Spain) assures 
optimum rationalisation of the production chain and a good adaptation of supply to the 
market demand, thereby avoiding overproduction and low prices. It assures lower risks for 
farmers, and also faster innovation transfer, and therefore better performances. The 
efficiency of contracts is limited however in the case of structural crisis. Another weakness 
is that the farmer is completely dependent upon the integrator decisions, notably 
concerning some technical choices and the number of rotations, which is the main 
profitability indicator. 

By comparison, non-integrated broiler producers (as in the Netherlands or in Poland) 
have to face large year-on-year fluctuations in costs and meat prices, and consequently in 
farm incomes. They also need cash to buy the inputs, and to invest in new technologies. On 
the other hand, they are usually highly motivated to be in this business, and the bigger 
producers can play the competition to get better conditions from the feed mills and the 
processing industry. 

Label Rouge chicken production in France tolerates much higher production costs, but 
targets high value niche markets. In recent decades, this production has developed thanks 
to cooperative contracts with all the stakeholders and the common marketing efforts to 
promote this high standard chicken. These farmers are usually non-specialised, which leads 
to a risk spread among several agricultural productions. The weaknesses for the future are 
the lack of production process innovation and a low share in cut and processed products. 
These are in development, and the situation is worsened by the leverage effect of 
increasing feed price that would widen the price difference with standard broiler, as feed 
efficiency is lower in Label Rouge production. 

Impact of the costs crisis on sheep farms 
 
Sheep meat production in the EU is currently facing a crisis due to reducing flocks and 
production, insufficient incomes, high international competition… Increasing costs of 
production have been identified as one of the main weak points for this industry. 
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In this study, we analysed costs of production in 7 different model farms, representing the 
diversity of sheep farming systems in Europe. These model farms are located in Ireland (1), 
in the UK (2) and in France (4). 

Costs of production are higher in France than in Ireland or in the UK. Operating 
costs vary from 3 to 4 €/kg in French systems whereas they are under 2€/kg in 
Ireland or in the UK. This is mainly due to the cost of concentrates that are higher in 
French sheep farms and represent between 40% (pastoral system) and 77% (mixed crop 
intensive system) of total operating costs. 

Fixed costs are more similar comparing one system to another, with the exception of 
Ireland, where fixed costs are lower due to fewer investments in housing and machinery. 

In 2007, according to our results, only 2 types of sheep meat enterprises generated profit: 
the French intensive crops and small sheep unit system (5€/ewe) and the French forage 
specialist (7€/ewe). Public support, i.e. payments from the first and the second pillars of 
the CAP, constitute an important part of sheep farmers’ income.  

Facing increasing prices for fuel and cereals in 2007 and 2008, EU sheep farming systems 
developed different types of strategies. 

In Ireland, where cereals and concentrates represent less than 30% of total operating 
costs, sheep farmers developed a better use of grazing in response to high prices for 
fuel and fertilisers. In the UK, farmers responded to high prices for feed by reducing the 
use of concentrates. In France, less intensive systems relying more on grass or home 
grown feed were less impacted by the crisis. 

French sheep farmer income will benefit from the Health Check in 2010 but to 
varying extents. Pastoral systems and forage specialists will be the main beneficiaries. 
Change in mixed systems will be less noticeable. 

EU sheep farmer incomes are sensitive to any change in WTO negotiations and CAP 
reforms. When simulating a WTO agreement with a further opening to imported meat, we 
noticed that sheep farmer income would decrease by 2014. This decrease would be 
partially compensated by the Health Check in the French forage specialist system and the 
French pastoral system, but not in the French mixed systems (-38% and –62%) or the 
British systems (-11% and –26%). When simulating a 25% cut in CAP payments in addition 
to the WTO scenario, incomes decrease even more: -53% and –97% in the French mixed 
systems and more than 25% in the British or the Irish systems. 

From this analysis we can conclude that systems relying on grass feeding and home 
grown concentrates are more resilient when faced with prices volatility but in the 
end, they generate a lower income than mixed farms. The Health Check and the 
improved payment for sheep farmers and grassland in France will contribute to balance this 
conclusion. In mixed systems, the crop enterprise represents the main share of the 
family-farm income. This is both a strength and a threat for the sheep enterprise as it 
can be seen as competition in a high prices context. 

European regulations affecting meat production and their cost impacts 
 
EU member states are subject to a set of common rules, the translation of shared societal 
choices (to protect farm animals and the environment, to prevent animal diseases, to 
guarantee food safety ...: see the box which lists the main EU regulations pg.165). In 
theory, this common regulatory basis places member states in similar competitive 
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conditions. In practice, implementation modalities may differ and the impact of European 
regulations may vary between countries according to production systems and physical 
specificities. In addition, some countries have chosen to go beyond EU standards, by 
implementing more stringent national or regional regulations.  

These regulations do not concern only the meat livestock farms, but more generally the 
whole meat industry chains. Costs of the implementation of these regulations are 
evaluated, but we have to keep in mind that these evaluations are highly linked to the 
production systems and the method of calculation. “Over-costs” are always relative, and 
mainly useful for comparing the situation in one particular country/farming system to 
another. 

For the EU beef sector, the main challenge of recent decades has been the recovery from 
the deep consumer confidence crisis after the BSE outbreak in the UK, which then spread to 
the rest of EU. On the other hand, public subsidies have always been quite substantial. The 
fact that they are linked to cross compliance of 19 directives since the 2003 CAP reform is 
generally well accepted by EU beef farmers, but undoubtedly still creates extra costs 
related to registration. 

Among the most sensitive issues, there are still difficulties in complying with the Nitrate 
Directive in the most intensive regions, particularly for feed lots in Italy. For these farms, to 
comply with this Directive would generate an extra cost of 0.21 €/kg carcass weight, 
around 5% of total costs.  

For the EU pig sector also, the biggest impact comes from the environmental norms. A 
French study evaluates that the costs of compliance to these norms represented in 2005 
more than half of total regulations costs, around 0.06 €/kg carcass weight or 4% of total 
production costs. A Dutch study indicates that the impact is even stronger in the 
Netherlands, because of the higher density of animal production which leads to tighter 
norms: when you add the manure disposal, the emission reduction and the energy tax, the 
additional costs reach 0.11 €/kg carcass weight, or nearly 8% of production costs in 2007. 
In addition, a specific national disposition, the “production rights” implemented in order to 
control the pig number and therefore the animal density, adds another 0.046 €/kg carcass 
weight to the costs in the Netherlands. 

Compared with these large over-costs, the other EU regulations have a much more modest 
impact. The traceability system, which concerns the whole industry chain, comes in second 
position. The removal of antibiotic growth use will add 0.02 €/kg carcass weight in 2013, 
mainly in the less productive systems (notably in Poland). 

Another over-cost has been caused by the removal of meat and bone meal from pig feed, 
evaluated at 0.014 €/kg carcass weight.  

For the EU poultry sector, many regulations have to come in force during the next few 
years. Their impact is evaluated to be quite different from one country to another. The 
most important will be the National ammonia emission reduction plans in the Netherlands 
and in Germany. This would add an additional 0.015 €/kg live weight in both countries, or 
around 2% of total production costs. The EU regulation on bird density to be implemented 
in 2010 would have a particularly strong economic impact in the Netherlands, estimated at 
1% of total production costs. The Zoonoses Directive (notably about salmonella) is 
expected to have the strongest impact in Poland particularly, adding nearly 0.03 €/kg live 
weight or 4% of production cost, estimated in 2007. 

For the EU sheep sector, the current most controversial issue among the European 
Directives is the mandatory implementation of electronic ID by 2010. It is evaluated to add 
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another 0.06 €/kg carcass weights for lambs, or from 2 to 4% of costs of production 
depending on the systems. 

In conclusion, the ever stricter regulations on meat production, either at the European or at 
national levels, clearly have an impact on the production costs, roughly in a range from 5 to 
10%. 

However, on one hand these over-costs never cover the gap between the EU production 
costs and those of the most competitive exporters in the world: this gap is much better 
explained by differences in factor costs (work, social conditions, land…) and other 
competitive advantages. So it would be very dangerous to base the line of arguments 
against trade liberalisation on these tighter EU regulations compared to our main 
competitors. However the EU may claim that these regulations be implemented in countries 
from where the EU is importing meat, claiming for “mirror measures”. 

On the other hand, the prosperity of the EU meat production is based on the EU internal 
market and so far on the EU consumer and citizen expectations. Regulations are supposed 
to translate these expectations. Some current regulations could perhaps be softened, being 
considered as exaggerated after deep evaluation, but the tightening of standards for EU 
meat production appears to remain the fundamental trend for the future. 

CAP Health Check implementation and impact on the meat industries 
 
On 20th November 2008 the EU agriculture ministers reached a political agreement on the 
Health Check of the Common Agricultural Policy, translated into the EU legislation as 
specified in the box pg.173. The CAP Health Check is largely a “tool box” as far as the EU 
meat sectors are concerned. That means that the measures could be pretty different from 
one member state to another. In addition, the final decisions are only to be made by the 
1st of August 2009, so it was not always possible to get a clear picture of the situation in 
this particular study. 

The biggest impact should be on the direct supports from the 1st pillar1. At the European 
level three measures will impact the meat livestock farms: all the crops supports will have 
to be decoupled, as will all the remaining beef coupled premiums except suckler cow 
premiums, and the modulation (cut if 1st pillar to feed the 2nd pillar) will increase from 7 to 
10% in 2010.  

Concerning modulation, there are diverse situations in the EU. For example, England has 
opted for an additional European “compulsory” modulation (to 19%), but has fully 
compensated by a decreased rate of the previous national “voluntary” modulation. The 
additional modulation will be lower in Scotland. 

Taking into account what we know about redistribution, particularly through article 68, we 
estimate that the Health Check should have only a very limited effect on most EU 
beef farms in 2014. Three systems could nevertheless be penalised: the larger scale 
German and Italian farms because of extra additional modulation (+4% over 300 000 € of 
direct supports). Here the Italian application of article 68 may perhaps mitigate these 
effects. 

The main beneficiaries of the Health Check as far as EU meat livestock farms are concerned 
should be the sheep farmers. Particularly the French ones should obtain a further 17% to 

                                          
1  COUNCIL REGULATION (EC) No 73/2009 of 19 January 2009. 
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total 83% public supports, either through a new grass premium or a new headage 
premium. But their incomes will in any case remain at low levels. In Ireland too, sheep 
farmers should benefit from a new Rural Development Programme. 

For the pig and the poultry sectors, the Health Check impact should be very indirect, 
affecting principally the other enterprises of the combined farms (e.g. crops or dairy…). 
Nevertheless, the redistribution of supports through article 68 could help to implement new 
items, for example Risk Management Policies, or investments for a greater respect of the 
environment or animal welfare… 

Experiences in risk management policies 
 
As the CAP has progressively abandoned or considerably limited the possible impact of its 
original public market management measures (intervention, export subsidies, quotas…), 
risk management policies have required more and more consideration in order to face the 
volatility of agricultural markets. 

Implementing these risk management policies at the European level has not been a priority 
for the European Commission. “It is preferable to leave member states, regions or groups 
of producers, through measures of the second pillar, to assess their own risks and the 
solutions they consider most appropriate" (Commission, “Preparing the Health Check”, 
November 2007). The “tool box” of the Health Check therefore offers possibilities to 
support such private or mixed risk management policies at local or national level. 

As the beef and sheep meat sectors have benefited until recently from a quite regulated EU 
market, risk management policies have not developed much in these sectors. Only some 
examples could be found for fatteners in particular, in order to face the risk of a price drop 
between the moment the fattener buys the store and when he sells the finished animal. 
Cooperatives in western France have developed private contracts such as these to provide 
incentive for the maintenance and the development of fattening units. Up to now, these 
contracts are only very partially supported by public funding. 

The pig and poultry sectors have faced high price variations for much longer. Some of 
these variations are more or less predictable: seasonal ones, cyclical (over a certain 
number of years)… But the price volatility is always a big challenge for these industries.  

The EU pig sector has experimented with a wide range of solutions, from the fully private 
initiatives (stabilisation funds, integration contracts, insurances…) to the publicly-supported 
schemes (private storage, ad hoc aids in response to crisis).  

However, none of them have been as developed as the Canadian scheme, described in 
detail in this report (see Chapter 10.3). These Canadian programs concern nearly all 
agricultural productions. Agri-Invest is a precautionary savings facility to cover small 
market fluctuations (losses up to 15% of the reference margin), where the Canadian 
government doubles the amount saved by the farmer. Agri-stability provides financial 
support to participants in case of income loss of more than 15%. The membership costs 
less than 0.4% of the reference margin, and the loss is compensated by 70 to 80% by 
government funds. This scheme is completed by Agri-recovery (in cases of dramatic 
losses) and Agri-insurance (to cover up to 100% of losses). 

In conclusion, the pig experts have developed recommendations concerning risk 
management policies, but have highlighted that these policies do not replace income 
support policies and are powerless to face the income erosion over the long term. 
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The poultry sector has largely experimented with integration contracts, particularly in 
France, Italy and Spain. This is a way to transfer risk from the farm to the integrator 
(usually the processing company). But there is no clear evidence that this system is more 
efficient in the long run than the “free market” that dominates the broiler industry chain in 
the Netherlands.  

A more cooperative solution exists in France: the “quality groups” that have developed 
contracts for Label Rouge chicken with the representatives of all the stakeholders. This 
strategy has historically proved its efficiency: 16% of the French broiler production is 
currently produced under Label Rouge specifications, and nearly 8 000 farms have built 
specific houses with outdoor runs. These farms are always mixed farms, with dairy, crops, 
beef or pig enterprises…, thereby differing from indoor broiler fatteners who are more often 
specialised. These farmers are not greater in number in France than those of the other 
category. The broiler specialised fatteners have a much bigger turnover in poultry, but face 
much higher risks and investments. 
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RECOMMENDATIONS 
 
This single list of recommendations is a synthesis for all the European meat livestock 
sectors. It was developed after carrying out interviews with more than 50 stakeholders, in 
the different meat industries studied and also at the European level. 
 

EU meat competitiveness on the markets 
 
The study shows the huge vulnerability of European meat productions in the face of lower 
cost overseas competition. Currently, European meat markets are opened to imports from 
the international markets, either through full tariffs or tariff rate quota imports. For 
example, during the last few years, the EU-27 has imported around 21% of lamb 
consumption, 6 to 7% of beef or poultry meat consumption… Nevertheless, the EU meat 
markets tariff protection is still at a high level compared to other countries and other 
agricultural products. The December 2008 modalities of a possible WTO agreement include 
important tariff cuts, even if these will possibly be reduced for some tariff lines classified as 
sensitive, leading to open new tariff rate quotas. The “new WTO agreement” scenario 
tested in this study shows that most EU meat livestock systems would be badly hit in the 
event of full implementation by 2014. 
 

1. WTO: No or minimal cut on tariffs for tariff lines classified as sensitive 
 
2. WTO: Longer implementation period in order to give European meat sectors the 
opportunity to adapt to tougher competition. 
 

The lower production costs in third countries are largely due to lower feed costs, favourable 
natural conditions, but also to lower regulation implementation costs. EU meat production 
standards are probably higher than in any other country in the world. The gap between 
regulations in the EU and in third countries has led to substantial extra costs for the EU 
meat products. These asymmetrical regulations are partly due to social regulations, which 
are likely to remain very different from one country to another. However, another portion is 
linked to the sanitary aspects, traceability, animal welfare, environmental concerns… 
 

3. WTO/OIE/Codex: the preferred option of EU meat standards should be to 
stick to the international norms, and to try to influence it if they seem 
insufficiently stringent (non-trade concerns). 

 
4. WTO/OIE/Codex: OIE norms are not implemented in the same way by all world 

countries, leading to blatant competition distortions. There is a need for a 
continuous and intensified monitoring of their application, either by the OIE 
or by the WTO SPS Secretariat. The EU should provide the means to accomplish this 
mission to these international organisations. 

 
5. WTO/OIE/Codex: the EU should better defend its standards when they go 

beyond the international regulations, and impose “mirror measures” to 
imported meats, and provide the resources to control their implementation 
(eg. of beef farm certification for traceability in Brazil). 

 
Labelling is fundamental in the consumer choice. The European consumer is ensured of the 
sanitary standards of the meat product on the EU market. But he should get more 
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information in order to choose with broadened criteria, about the conservation (fresh, 
chilled, frozen…), the production process, and the location of origin.  

6. The compulsory country of origin labelling that exists currently for beef in retail 
should be extended to all meat products and the varying kinds of trade, including 
food service. 

 
7. Adopt a clear and strict regulation about “fresh products” in order to avoid 

confusion with imported long life products (such as chilled, salted, frozen…). 
 

Addressing the environmental concerns about meat production and 
consumption 
 
Meat consumption is more and more questioned, in particular regarding the “carbon 
footprint” and the role of livestock in global warming. Notably after the publication of the 
FAO report “Livestock’s long shadow”, a number of research projects have been 
implemented throughout the EU. There is an urgent need to clarify and homogenise the 
carbon emission calculations, which are closely linked to the farming system and industry 
chain as a whole: i.e. the carbon storage under grassland, the distribution between 
combined productions on the same farm… One major risk is that “carbon footprint 
allegations” could be quickly used by some operators, for some particular products, without 
any public regulation, to the detriment of other products. 
 

8. Stimulate carbon footprint research in order to achieve “standardised 
calculations” for EU meat production systems, and to benchmark these at the 
international level. 

 
9. Stimulate research for mitigation of carbon emissions by the EU meat 

production chains. 
 
10. Promote a sustainable consumption of meat and the real positive effects of 

consuming such products, with a campaign at the EU level. 
 

The energy costs crisis is likely to be structural, even if energy prices have been lowered 
for some months. All the meat producers are hit by these costs, either directly (notably the 
pig and poultry farmers) or indirectly (through fertilisers or contractor costs). On the other 
hand, livestock meat farmers could potentially significantly improve their energy autonomy 
if they have some support in investing in renewable energies. For example, manure could 
become an energy source after biogas processing instead of being a pollution source. 
 

11. Recommend to the Governments to actively support investments in energy 
saving and alternative renewable energy units (solar, wind mills, biogas…) 
at farm level, in particular by using the 2nd pillar programs. 

 
12. Stimulate good energy practices by incentives to benchmark farmer groups 

and refunds of government energy taxes to farmers with good energetic 
performances. 

 
The feed costs increase in 2007 and 2008 was due to a combination of factors. One of them 
was the competition between feed and food with biofuel, especially for the maize price in 
the USA, and, as a consequence, in the EU. One has to be aware that public subsidy for 
biofuel development stimulates feed costs in the long run. 
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13. The use of biofuel by-products for feed is penalised by the high variability of the 

quality of these by-products. Standardised by-product quality should be a 
condition for a biofuel factory to gain public funding. 

 
14. More research is needed into biofuel by-products’ potential use in different 

feed formula. 
 

To highlight the positive role of livestock in maintenance of territories and human activities, 
and demonstrate that they tackle the challenges of society’s concerns, farmers must be 
deeply involved in the improvement and the explanation of their practices. For example, in 
France, 72% of cattle farmers (120,000) are involved in such a Good Livestock Practices 
Charter, together with approximately 3,000 specifically trained advisors. 
 

15. Recommend that Governments encourage the implementation of voluntary 
Good Livestock Practices Charters, in order to stimulate collective progress and 
to communicate with consumers. 

 

Coping with higher price volatility 
 
Trade liberalisation has caused higher price volatility on global markets, notably for 
agricultural products. In the EU, the reduction of CAP market regulation measures has the 
same effect. If the soaring grain prices caused a costs crisis for meat producers, the impact 
was far worse for poorer people. According to the FAO and most analysts, one of the 
factors of this crisis was the decline in grain stocks over a decade. 
 

16. The EU should participate in financing international strategic grain stocks 
managed by international institutions (e.g. the FAO) in order to limit grain price 
volatility on the global markets. 

 
17. The EU should strive for stricter controls on speculation in agricultural 

commodity futures markets, as this appears to be another major factor of price 
volatility. 

 
Market regulation measures have been greatly reduced following the 2003 CAP reform and 
more recently the Health Check. Nevertheless, particularly for pig meat and beef, there are 
still possibilities in supporting private storage, in granting export restitutions and in 
establishing a “safety net intervention” for beef. Export restitutions are particularly useful in 
the event of major currency changes, such as we are currently experiencing with the 
appreciation of the Euro versus most international currencies.  
 

18. These minimal market regulation measures should be kept as possible 
solutions in crisis situations. 

 
Although risk management tools do not replace policies of income support and are 
powerless to deal with the erosion of income over the long term, they are necessary 
because the frequency and amplitude of fluctuations are costly for the industry as a whole. 
Moreover, the price drops weaken recent investors and accelerate concentration. Following 
the example of the Canadian agricultural policy, a budget could be allocated to research 
and the definition of risk management tools better adapted to the specificities of production 
in each country (forward and futures markets, insurances, mutual funds...). 
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19.  Recommend that Governments allocate a budget for research and the 
definition of risk management tools for farmers, either by direct subsidy 
reorientation (through article 68) or through the 2nd pillar. 

 
Most direct subsidies will be decoupled after the Health Check implementation in 2010. But 
some countries (such as France) will shift a portion of Single Farms Payments from one 
farming system (mainly crops) to another (mainly lamb and less favoured areas of 
ruminant farming). The only direct supports that may remain partially coupled will be the 
“Ewe Premium” (EP) and the “Suckler Cow Premium” (SCP). 
 

20. Keep the possibility of coupled EP and SCP after 2013. 
 

Direct supports often represent more than the farming income for EU meat livestock farms, 
particularly for ruminant farming. The CAP budget will be revised in detail after 2013, and 
possibly reduced. 
 

21. Clear orientations on the CAP budget and direct support after 2013 should 
be indicated to meat livestock sectors as soon as possible, because meat 
production is often a “heavy industry” that needs long-term investments. 

 

Costs linked to EU regulations 
 
For decades the general orientation of the EU agriculture and food policy has become 
increasingly strict as regards food safety, animal health and welfare and environmental 
protection, in order to guarantee good food safety. This set of common rules is the transfer 
of shared societal choices about these issues. Nevertheless, as previously highlighted, 
these new rules have led to additional costs for meat producers, some of which are 
particularly heavy. 
 

22. In this time of deep economical and social crisis, after 2 years of costs crisis that 
have badly hit meat producers, it appears necessary to declare a moratorium on 
new regulations which should mean new investments for the meat 
industry. 

 
Notably, the scheduled new “animal welfare regulation” concerning limited time for 
transport should be postponed, and then be based on real research results. 
 
The regulations adopted in the EU after the BSE crisis (specified risk materials, age for 
testing, ban on meat and bone meal) have added considerable costs to the whole meat 
industry chain. These regulations could be reviewed now in the light of recent scientific 
results without compromising EU food safety. 
 

23. Simplify and relax EU regulations concerning Specified Risk Material list 
(e.g. a part of the ileum…) and BSE testing age for cattle (instead use the birth 
date as the age). 

 
24. Fund further research about the traceability of meat and bone meal per 

species, before reintroducing the possibility of using it in pig and poultry feed, but 
not for ruminants. 
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The ban on meat and bone meal has increased the burden on the EU meat processing 
industry. The poor valorisation of the fifth quarter is one of the major weaknesses of this 
sector, especially at present when hides, tallow… have largely lost their value on 
international markets. Even if this aspect concerns much more the processing industry than 
the farmers, it affects badly the prices paid to farmers by the slaughterhouses. 
 

25. Fund research regarding alternatives for fifth quarter development at the 
EU level. 

 
In the feed costs, proteins account for a large share. The EU is highly dependent upon 
countries outside the EU to supply the feed sector in concentrated proteins. The GMO 
regulation adds difficulties when more and more soybean cultivated in supplying countries 
are GM, from varieties unapproved in the EU. 
 

26. Recommend that Governments stimulate the EU protein production, using 
public subsidies reoriented by the Health Check (article 68) and the 2nd pillar.  

 
27. Harmonise the “non GM fed animal product” labelling at the EU level, using 

the threshold of accidental contamination. 
 

With regard to sanitary policy, EU regulation is often more efficient than national decisions. 
 

28. Modernise the EU animal health legislation with hopefully a better 
harmonisation among member states, and a system that allows for quick 
coordinated reactions avoiding the need for bilateral discussions as has been the 
case in the recent Blue Tongue crisis. 

 

Stimulate cost control and risk management at farm level 
 
Huge profitability disparities can be noticed among farmers, even for similar farming 
systems and regions. European farmers are seldom well informed about their real 
production costs and their competitive position compared to their colleagues in other 
European regions. 
 

29. Encourage the creation of “performance indicator panels” adapted to each 
industry/country situation, and benchmarking groups to promote best business 
and farming practices, through subsidies from the 2nd pillar. 

 
Grassland and grazing management appears to be a fundamental leverage for ruminant 
farmers’ profitability, but they depend very much on the local situation. In addition, these 
farming systems based on grasslands are highly vulnerable to climate change. 
 

30. Help research, development and promotion of efficient grassland and 
grazing management. 

 
31. Stimulate the organisation of the various actors at each industry chain level. These 

“inter-professional organisations” could in particular intensify the information 
flow from processors to farmers in order to better adapt the animal 
characteristics (carcass weight, fat…) to the market requirements. 
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32. Encourage participation in groups for acquisition and use of machinery and 
costly equipment (such as CUMA in France), but also for hiring, in order to control 
fixed costs. 

Genetic improvement appears to be a major productivity leverage, but one that is not 
sufficiently used, particularly in sheep farming. 
 

33. Encourage an increase in productivity and flock size in the sheep sector by 
the use of adapted breeds (“easy-care” for less intensive work, or high fertility 
breeds where deseasoning led to a reduction of productivity per ewe). 
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1. METHODOLOGY 
 
1.1. Selection of meat industries and countries 

 
In this study, we analyse 4 meat industries within the EU. Three were specifically asked to 
be studied (beef, pig and broiler meats) by the study specifications. We have chosen to also 
analyse the sheep meat industry, as it is important in some EU countries and because it 
has been in deep crisis for years, as shown in a previous report carried out for the 
European Parliament in 2008. 
 
Compared to the pig meat or broiler industries, EU beef and sheep meat industries are 
special in the sense that they largely depend on dairy cow or ewe farming. For instance, 
the French Institut de l’Elevage estimates that around 60% of beef produced in the EU-27 
comes from the dairy herd. It is difficult and not very meaningful to calculate a production 
cost for beef produced in specialised dairy farms (culled cows and calves essentially). The 
same can be said for dairy ewe farms, which produce lambs as a by-product of milk. That is 
why we have focused the study on the farms that breed suckler cows or ewes, and/or 
fatten a significant number of animals. 
 
We endeavoured to bring together a team of EU experts among the better known in the 
field of cost analysis in meat production. We have given priority to experts already involved 
in existing networks because our experience showed that prior confidence is a very 
important factor for success in such a study, and because the relatively short time 
allowance did not allow for making new acquaintances.  
 
When crossing these constraints with the requirement of representativeness of all major 
players for each meat industry and diversity of production systems, we have chosen to 
focus on the following countries per meat industry: 
 

- beef: France, Germany, Italy, United Kingdom; 

- broiler: France, The Netherlands, Poland; 
- pig meat: France, Germany, The Netherlands, Poland; 

- sheep meat: France, Ireland, United Kingdom. 

 

1.2. Choice of method: to analyse farm panels by country and typical 
farm results 

 
A specific tool for studying farming systems at the EU level has been developed: the FADN. 
We wondered whether it would be possible to use the FADN data base for this particular 
study, as the Institut de l’Elevage and other European colleagues have already employed it 
for a number of other studies, particularly on CAP reform assessments and evaluations. 
 
However, FADN is not easy to use here, for the following 4 types of reasons: 
 

- data about animal output are only available in head and categories of age, and not 
in selling weights; 
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- the FADN does not allow for distinguishing between different destinations of sold 
animals (for slaughtering or fattening in another farm); 

- the FADN results are only available up to 2006 at EU level, so do not permit the 
direct assessment of the cost crisis in 2007 and 2008; 

- in many countries (Italy, France…), specialised fatteners (either for pigs, chicken or 
beef) are under-represented in the FADN sample. 

 
Therefore, we mostly used commercial farm panels surveyed by each country’s experts, 
and only used FADN for poultry and pig meat production in the Netherlands and in 
Germany.  
 
For cattle and sheep farming, these panels enabled us to model “typical farms”. We then 
selected the most significant “typical farms” for each of the studied countries. 
For poultry, 2 panels were surveyed in France, allowing the calculation of mean costs and 
margins and their dispersion for standard broiler units and for Label Rouge units. Mean 
results (costs and margins) and their dispersion (the best 25%, the worst 25%) are 
discussed. In the Netherlands and Poland, experts used the FADN data for 2006 and 
simulated 2007 and 2008 results with specific cost and price surveys. 
 
For pig meat, 2 pig unit panels were surveyed in France, providing data on costs, margins 
and dispersion. In the Netherlands, the expert involved used a specific unit panel 
(management information database) but also the FADN results. With the panel he obtained 
the cost and margin results for 2007 and 2008 directly. He used the FADN data for 2006 to 
simulate 2007 and 2008 results with specific cost and price surveys. He did the same in 
Germany and Poland. 
 
More details are available in each specific chapter of this report. 
 

1.3. Choice of economic indicators 

 
See glossary after this chapter. 
 
We mainly refer to the specific meat units, and give some information on family farm 
income only when it seems relevant to assess the resistance, the weaknesses and the 
strengths of each system. 
 

1.4. Selection of the analysis period 

 
As the specifications of the study suggest, we focused on the most recent period to 
examine the costs crisis.  
 
The present situation for production costs is described for 2007. 
 
When using “typical farms” methodology, 2005 and 2006 are taken as “before crisis” 
years (2004 in the case of typical sheep meat farms), and 2007 and 2008 as cost crisis 
years. It would be unnecessary to refer to previous years, when systems would have 
changed in their physical description. 
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The different method used for pig or poultry meats (panels with mean and dispersion but 
no typical farms) allows us to refer to a much longer period, from 1990. For some countries 
such as Poland however, data from before 2003 are not available. 
 
Nevertheless, in both cases, we have chosen to use only non-deflated prices for feed, 
energy or meats. Readers have to keep this in mind, notably when looking at the long term 
evolution of prices and costs for poultry or pigs. 
 

1.5. Choice of currency 

 
As most EU countries studied are part of the Euro zone, we have naturally chosen to refer 
to our European common currency. 
 
However, this could introduce a parallax when looking in particular at British and Polish 
results, as the exchange rates in the currencies of these two nations have recorded large 
changes, particularly in 2008. 
 

Figure 1.1: Exchange rate of the Sterling pound and the Zloty against the Euro 

 

 

 

 

 

 

 

 

Source: Info€uro 

 
The depreciation of the Sterling pound versus the euro was dramatic from January 2008. 
While the exchange rate was very stable from 2003 to 2007, around 0.68/0.69 £/€, the 
rate increased to a peak in January 2009, at nearly 1/1, before re-appreciating in February 
and March 2009. 
 
For 2008, the average exchange rate was 0.784 £/€, to be compared with 0.682 in 2006 as 
in 2007, i.e. a 13% depreciation. 
 
The Polish Zloty depreciation is much more recent, and happened after a long period of 
continuous appreciation. Since the accession of Poland in May 2004, the Zloty had 
appreciated by 33% versus the euro in August 2008 (from 4.8 PLN/€ to 3.22). But it then 
started to depreciate. In March 2009, the exchange rate of the Zloty/€ was back to its pre-
accession level. But, as this depreciation occurred just in the last quarter of 2008, the 
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annual average exchange rate of the Zloty was even better in 2008 (3.48 PLN/€) than in 
2007 (3.80 PLN/€). 
 
These big changes in currency rates have had important consequences on meat farming 
systems in these two countries. 
 
In the UK, it has been one of the driving forces behind the rising beef and sheep meat 
prices in £ in 2008. The other cause was internal: a tightening of prime cattle supplies 
against a relatively buoyant demand. The sterling depreciation helped exports which 
influenced cull cow prices (around 75% of beef exports are sourced from cull cows). It has 
greatly helped lamb exports and domestic prices during 2008 (around 30% of UK lamb is 
exported). But the weakening of the sterling meant that imported goods became more 
expensive. At the same time, this sterling depreciation even reinforced the cost crisis in the 
UK compared to the € zone, as feed and energy costs are largely similar in € terms on both 
sides of the Channel. For example, the sheep feed price index increased by 25.5% in 2008 
in the UK, to be compared with a much more limited increase of 16.5% in France. The 
same phenomenon occurred for fertilisers: the price more than doubled in the UK in 2008 
but "only" increased by 50% in France. Nevertheless, 2008 was a good year for British beef 
and sheep farmers. They benefited from an overall positive effect of the £ depreciation 
versus the euro, thanks to rising meat prices. 
 
In Poland, as the depreciation essentially occurred during the last four months of 2008, the 
annual effect is not so obvious. As the depreciation began after the grain and energy price 
peak, it did not affect Polish farmers too much, just slowing down the cost decline. At the 
same time, it boosted the price paid for cattle or pigs in Zlotys, as production prices have 
increased for different reasons even in euros (+11% for young bulls, +23% for pigs). 
 

1.6. Choice of the methodology for calculating feed costs 

 
Most European pig and poultry farmers purchase all the feed they use. Some of them, 
particularly in France (30% of pig farmers) and in Poland, use their own grain crops to feed 
their animals.  
 
However, most EU beef cattle and sheep farmers produce the majority of the concentrated 
feed they use. 
 
We wondered whether to use opportunity costs for feed, considering that farmers sell the 
grain they grow and buy the feed they need, or to adopt a more specific approach, 
calculating production costs for home-made feed. 
 
The opportunity cost method is interesting because it is quite simple to use when 
considering meat units alone. But it ignores the motives of mixed farmers, for whom 
producing their own feed is an important factor to reduce risks. 
 
So we chose to use a real cost method. That means taking into account the costs for 
fertiliser, fuel, machinery depreciation, etc. to determine the real cost for home grown feed. 
It is quite possible with the “typical farm” approach used for beef and sheep farms (given 
the availability of physical and economic data for each farm system). This method can also 
be employed with farm panels like the “GTE” panel of pig farms in France or FADN in the 
Netherlands, in Germany and in Poland. 
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On the other hand, the results of the larger international production cost comparisons for 
pig production (InterPig) and for broiler (World Poultry Science Association) are based on 
opportunity costs, because real costs are not available in most non-European countries. 
 

1.7. Choice of the methodology for calculating factor costs 

 
For factor costs, we used the opportunity cost method. 
 
For labour costs, the real cost is considered for hired work but an opportunity cost is 
considered for family labour (generally 1.5 or 2 times the minimum salary, depending on 
the country in question). In the case of beef cattle farms, the agri benchmark methodology 
is to use a farm manager salary for the farm owner labour and, for the other family 
members, a non-agricultural wage rate in the region or a wage rate for qualified 
agricultural labour. 
 
But, when we mention family farm income, it does not take into account the remuneration 
of family work. 
 
Land costs always include rent paid and the equivalent amount per ha for own land. 
 
Capital costs include real interest paid for farm loans and remuneration for equity capital, 
excluding lands (usually calculated at 3% real interest rate). For the pig cost calculations 
we used different interest rates for the different countries, as well as different mortgage 
and short term loan rates. 
 

1.8. Methodology to draw the recommendations 

 
Following the analysis of the present study, a questionnaire has been devised. This 
questionnaire is presented in Annex 7. It includes 23 questions, classified in 6 topics: 
 

- General feeling about the impact of increased operating costs; 

- Costs linked to the EU regulations; 

- EU meats competitiveness on the global and EU markets; 

- New EU policies to be implemented; 

- How to stimulate costs control and risk management at farm level; 

- What future for the CAP and market measures. 
 
This questionnaire was used to interview 54 stakeholders, either at the EU level (including 
people from the DG Agri, DG Sanco, COPA-COGECA, FEFAC, UECBV..), in international 
organisations (OIE…) or at national level in France, Germany, Ireland, Italy, the 
Netherlands, Poland, Spain and the UK. 
 
The answers of stakeholders have been synthesised by each “head of project” expert first 
for the 4 meat industries, then globally, and discussed by the team. The 33 
recommendations are presented at the end of the executive summary. Most are the results 
of the study and the simulations. But some, particularly concerning international trade 
negotiations or CAP market measures, come from the interviews. That is why the context of 
each recommendation is briefly mentioned. 
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GLOSSARY 
 
SYSTEMS: 

Typical farm: model farm based on the survey of a panel of commercial farms. These 
models’ data are stabilised for some years in order to assess the changing costs, 
incomes…all other things being equal. 

Cow-calf system (or beef breeder): a farm with suckler cows (=beef breed cattle), which 
usually sells calves (as weaners) and some culled cows and fattened cattle (heifers…). 

Cow-calf & finishing system: a farm with a suckler herd which fattens the majority of its 
store cattle as young bulls, steers and heifers. 

Finishing system: a farm specialised in fattening young bulls or steers/heifers, and that 
usually does not have suckler cows. 

Pig breeding: the stage of pig farming where sows give birth to piglets; often these pig 
units include the rearing stage of piglets after weaning (7-30 kg). 

Pig fattening: the stage of pig farming where young pigs (usually 25-30 kg) grow up for 
slaughter. 

Farrow to finish: the combination of breeding, rearing and fattening in one pig unit. 

Integrated unit: meat enterprise where the farmer remains the owner of the buildings, 
supplies his work and skills, but most technical choices are made by the industrial 
integrator (animals, feed, vet supplies, slaughtering weight, number of rotations…). 

Unit or Enterprise: a specific farming activity inside a mixed farm (for example “pig 
fattening” in a mixed system “dairy + crop + pig fattening”). 

 

PRODUCTION: 

Cow-calf or beef cow: suckler cow, not milked. 

Calf: young animal from a dairy cow aged between 7 and 60 days. 

Weaner (calf): animal coming from a cow-calf aged between 200 and 330 days. 

Backgrounder/Store/Feeder: animals between 4 and 15 months beyond the calf / 
weaner stage which had an initial fattening phase. 

Steer: castrated male cattle. 

Young bull: non-castrated male cattle, usually slaughtered before 2 years old. 

Piglet: could be sold just after weaning (7-8 kg live weight) or after rearing (25-30 kg lw). 

Slaughter pig: a pig ready to slaughter. 

cwe = carcass weight equivalent, calculated from the live weight of slaughtered animals 
with fixed coefficients when the carcass weight is not directly available, for example 50% 
for culled cows, 47% for lambs… When farms sell store animals, we calculated the costs per 
kg on a carcass weight equivalent basis. 

 

RETURNS 

Price: average annual price expressed per 100 kg carcass weight (CWE) or live weight 
(LW). 
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Meat output: sales + household consumption + change in livestock value. 

Change in livestock value: value at closing [head * estimate of value/head] – value at 
opening of the year [head * estimate of value/head]. For animals to be sold within the 
year, the value is estimated at a yearly average price. For animals to be kept more than 
one year, we could consider either the average market price or no change in the price at 
end/beginning of the year. 

Coupled enterprise related subsidy [Government or CAP] payments: coupled 
acreage payments, livestock payments, organic and environmental payments and whole 
farm payments (for example for Less Favoured Areas, fuel subsidy) which can be directly 
assigned to the Meat Enterprise. 

Decoupled direct payments: every kind of payment from the government or CAP which 
cannot be assigned to the Meat Enterprise, but only to the whole farm. 

 

COSTS 

Total costs of the meat enterprise: the relevant part of overhead and fixed costs on a 
whole farm level are allocated to the meat enterprise. 

Non-factor costs:  cost for means of production (for beef panels) 

- animal purchases: average purchase prices of a calendar year expressed per 100 
kg live weight or per animal; 

- feed (purchase feed, fertiliser, seed, pesticides); 

- machinery (maintenance, depreciation, contractor); 

- fuel, energy, lubricants, water; 

- buildings (maintenance,  depreciation); 

- vet & medicine; 

- insurance, taxes; 

- other inputs. 

Specific operating costs: costs directly linked to the production (= animal 
purchased, feed purchased, feed home grown, vet & medicines, contractor work directly for 
the unit…). 

Non-specific operating costs: machinery and building upkeep, energy, water, regular 
paid work, insurances, taxes. 

Fixed costs: costs not directly dependent on the herd size, with threshold effects (notably 
for sheep panels or for poultry) = Factor costs + non-specific operating costs. 

Allocated and overhead costs:  costs on whole farm level (fixed costs) that are allocated 
to the meat enterprises for cost analysis. 

Factor costs for production: 

- labour costs:  wages paid (cost for hired labour) + calculated wages for family labour 
(opportunity cost); 

- land costs:  rents paid + calculated land rents for own land (opportunity cost); 

- capital costs:  interest paid + calculated interest for equity (non-land assets). 
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Depreciation: linear depreciation for building, machinery and equipment based on 
replacement values. 

Opportunity costs for factors:  calculated cost for using own production factors like 
labour (family working hours * wage for qualified local labour), land (own land * regional 
land rents) and capital (non-land equity * 3% real interest rate). 

Cash costs:  cash costs from profit and loss accounts including wages, land rents and 
interest paid. 

 

MARGINS AND PROFITABILITY 

Gross margin (of the unit) = output (of the unit) - specific operating costs. 

Margin over feed costs = output (of the unit) – feed costs (purchased or home-grown). 

Margin over feed and animal purchase costs (only calculated for fattening units) = 
output (of the unit) – (feed costs + animals purchased). 

Net profit (or Net Margin) = output of the unit – specific costs – fixed costs. 

Short term profitability = total returns less cash costs. 

Family farm income (or Medium term profitability) = total returns less (cash costs + 
depreciation). 

Long term profitability = total returns less (cash costs + depreciation + opportunity 
costs). 

Net Cash Farm Income = farm income plus depreciation ± changes in inventory ± capital 
gains and losses 
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2. THE COSTS CRISIS IN 2007 AND 2008 
 
2.1. EU grain prices are closely connected with international prices 

 
EU grain prices had been following a particularly stable long term trend from 1998 to 2006, 
with a short rise for soybean price in 2004 as the only exception. The sudden and dramatic 
rise in 2007 and 2008 was therefore even more spectacular, as it had not been anticipated 
by meat producers. 

Figure 2.1: EU feed prices 1998-March 2009 

 

 

 

 

 

 

 

 

 

Source: EC – DG Agri 

 
And yet, the continuous oil price increase since early 2004 should have been a warning as, 
in the long term, energy and international grain prices appear to be more and more 
connected, as illustrated by Figure 2.2 (monthly data from 1990 to 2009). 
 
On the other hand, EU and world market prices for grains are closely linked. This is a 
truism for largely imported feed stuff at zero custom duty such as soybeans, but also for 
indigenous cereals such as barley and wheat. Cereal tariffs were lowered first by the 
Marrakech WTO agreement, and then revised by the new cereal tariffs scheme 
implemented in January 2003 (with a much bigger tariff rate quota for feed wheat and 
barley). Tariffs were even suspended from December 2007 to October 2008. EU and North 
American price trends are parallel, the gap being mainly due to freight costs and the €/$ 
exchange rate. 
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Figure 2.2. Prices of commodities (current US $) 

 

 

 

 

 

 

 

 

 

 

Source: Institut de l’Elevage according to IMF 

 
2.2. The main causes of price hikes and increased volatility 

The boom in commodities prices has provoked a similar boom of publications, by 
international institutions, researchers, journalists, or NGO… A researcher from the CIRAD 
and the IDDRI has reviewed the main scientific publications in order to list possible causes 
of these soaring prices from 2006 to 2008 in a paper published by the IFRI2. According to 
him, there is a relative consensus around 10 hypothetical causes: 
 

1. Energy prices increase with higher agricultural production costs; 

2. Development of biofuel production to meet governmental targets; 

3. Weather accidents in 2006 and 2007 (particularly in Australia, New Zealand…); 

4. Increase in food and feed demand in emerging countries, particularly in China; 

5. Restrictive export policies, particularly for rice; 

6. Weakening of the US dollar compared to other currencies; 

7. Physical stocks decrease, particularly for grains; 

8. Narrowness of international markets for some food and feed commodities; 

9. Speculation on futures markets; 

10. Public under-investment in agriculture development for decades. 
 

                                          
2  VOITURIEZ, T (June 2009), “Hausse des prix agricoles et de l’énergie: quelles relations et implications 

à moyen et long terme“ : http://www.ifri.org/files/Energie/Voituriez.pdf 
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To weigh these different causes appears to be quite a difficult and highly controversial 
exercise. Nevertheless, some causes appear more as conditional than as determining, such 
as the currency changes (6.) or the export restrictions (5.). Some other causes do not 
really concern cereals (excluding rice) or oilseeds: their market is not narrow (8.) and 
production had not been globally impacted by bad weather conditions in 2006 and 2007 
(3.). China and India were still net cereal exporters in 2007 and 2008, so could hardly be 
considered as responsible for the cereal price hikes (4.). On the other hand, China soybean 
imports have continued to increase in the last few years. But, this effect appears to be less 
marked than the world biodiesel demand increase since 2004.   
 
The author emphasises the “co-movement” of energy and food and feed prices, that 
appears to be very closely correlated in the last period. According to statistical assessment 
from scientific literature, two causes have had a determining role in feed price rises 
correlated to energy price hikes: 
 

- biofuel development policy in the USA in the case of maize price (the 
estimation of this factor varies from 47 to 70% of the world maize price increase) ; 

- speculation on futures markets, particularly on soya. 
 
The impact of speculation on the futures market is not easy to explain as it is often seen 
just as “the foam” of the price waves on the physical markets. But, according to several 
authors3, the relaxation of regulations of these futures markets from 1991 to 2003 has 
encouraged institutional investors (pension funds…) to take long bullish positions on these 
markets to diversify their risks. 
 
The Agricultural trade policy analysis unit of the DG Agri has just published a short report 
about commodities prices volatility4. It confirms that the historical volatility of grains 
(wheat, maize, rapeseed, soybean…) and energy has dramatically increased, particularly 
from 2006. And its conclusions tie in with those of the IFRI’s report: 
 

- a coincidence between volatility peaks for maize and soybean prices and 
decreased stocks; 

- a time concordance between higher volatility and increased speculation on 
commodity futures markets; 

- an expected increased transmission of crude oil price volatility into grains 
markets, because of the governmental biofuel development policies. 

 
The DG Agri finally emphasises the cost of managing higher price volatility for the 
agricultural producers, and also for the whole food industry chain. 

                                          
3  e.g. MASTERS, M.W. & A.K WHITE (2008), «”The Accidental Hunt Brothers. How Institutional Investors 

Are Driving Up Food and Energy Prices”, Special Report. 
4  DG Agri, “Historical Price Volatility”, 16/07/2009: 

http://ec.europa.eu/agriculture/analysis/tradepol/commodityprices/volatility_en.pdf 
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2.3. Pig and poultry feed costs are directly impacted by grain prices 

 
The French IFIP keeps track of the pig fattening feed cost, soybean cake and wheat prices. 
The feed cost is a function of the two other data series, as shown on Figure 2.3. 

Figure 2.3 Comparative evolution of fattening pig feed price, wheat and soya cake 
in France (index 100 in 1972) 
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Sources: Feed prices (IFIP-GTE), Wheat (Eure et Loir), Soya cake (Ouest harbour) 

 
The mill could delay or cushion raw material price hitches, but grain prices remain the 
driver of feed prices in the medium term. 
 
The long term decreasing trend since the mid-80’s was particularly impressive… before the 
latest cost crisis in 2007 and 2008. 
 

2.4. The feed price decline in the second half of 2008 erased just half of 
the previous increase 

 
Feed price developments are very similar in all EU member states. Figure 2.4 shows the 
data for fattening pig feed prices in three countries. French feed price appears to better 
cushion raw material increases and remains slightly below Dutch and German feed prices. 
 
In February 2009, fattening pig feed price had fallen by some 27% since the May 2008 
peak, but remained 26% above its June 2005 level. This means that the decrease after May 
2008 erased just half of the previous increase. 
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Figure 2.4: Comparative evolution of fattening pig feed price in France, Germany 
and the Netherlands 

 

 

 

 

 

 

 

 

 

 

Sources: From IFIP, LEI and ZMP 

A similar trend can be observed for broiler feed price. 

Figure 2.5: Broiler and Label Rouge chicken feed price in France (index 100 in 
January 2001) 
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2.5. Broiler feed costs are even more dependent on grain prices than pig 
feed costs 

 
Generally speaking, poultry feed composition remains very dependent on cereals, oil cakes 
(mainly soybean) and seeds (see Figure 2.6). In France for example, according to the last 
SSP survey, cereals account for nearly 63% of poultry feed composition, and oil cakes and 
seeds for more than 24%. Feed accounted for roughly 60% of total broiler production costs 
in 2007 in France and the Netherlands (cf. 5.3), but less for fattening pigs: roughly 50% for 
the same year in France, the Netherlands and Germany (cf. 6.2). By-products could 
generally be used in broader proportions in pig feed. 
 

Figure 2.6: Average poultry feed composition 
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Source: ITAVI according to Agreste SSP 2006 

 
Ruminant meat industries suffered much less from the feed price increase. Their 
dependency on purchased feed is naturally much lower than in monogastric animal 
productions. Nevertheless, the impact on specialised beef and sheep grain-based fatteners 
was serious in 2007 and 2008. Even the mixed crop + beef or sheep enterprises have been 
impacted, with a greater incentive to shift from meat production to selling the crops. 
 
The more self-sufficient the farms (producing the bulk of the forage they need and mainly 
feeding grass or silage to their cattle and sheep), the more resilient they are when facing 
rising feed price. These are usually “breeders” rather than fatteners, selling weaners rather 
than finished cattle or lambs. 
 
On the other hand, the few fatteners who can rely on by-products (such as spent grain 
from breweries or from sugar or biofuel distilleries…) are in a better position, as the price of 
these by-products is usually less volatile than grain prices. 
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2.6. Rising energy costs affect beef and sheep farms more than the other 
productions 

 
The quick rise in oil prices at world level (see Figure 2.2) has been passed on to EU 
countries. Figure 2.7 shows an example of this. The only way for the European importing 
countries to soften the increase has been to partially reduce the taxes on petroleum 
products paid by farmers, but this support is limited for budgetary reasons and also needs 
to be approved by the EC to avoid distorting internal market competition. 
 

Figure 2.7: Gas-oil price for farmers in The Netherlands (€/100 l)  

 

 

 

 

 

 

 

Source: LEI 

This oil price increase has had a direct impact on fertiliser prices as shown in Figure 2.8. 
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Figure 2.8: International prices for oil and fertilisers  

 

Source: IMF 

 
Energy costs are generally limited in pig units to approximately 2 to 5% of production costs 
according to the production systems in France, Germany and the Netherlands. In poultry 
farms, the share of energy costs is in the same range. Nevertheless, the energy cost can 
represent an important share of the margin, and appears to be quite variable between 
farms. Controlling energy costs is thus an important element of pig and poultry farm 
profitability.  
 
In beef farms, energy and related costs (fuel, energy, fertilisers, pesticides…) often account 
for half or more of non-factor costs. 
 
In fact, the more a farmer produces the forage he needs to feed his cattle, the higher the 
share of energy related costs in total production cost. Forage costs, such as fertilisers, 
seeds and energy for the machinery, account for the largest share of these costs. 
 
And the important point to note is that, at the beginning of 2009, the price index for 
fertilisers remains at a record level: the oil price decrease has had no impact as yet! See as 
an example Figure 2.9 for the French index IPAMPA. 
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Figure 2.9: Price index for Fertilisers and Energy costs in French beef and sheep 
farms  

 

 

 

 

 

 

 

 

 

Source: Institut de l’Elevage according to INSEE 
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3. MEAT PRICE AND COST SCENARIOS FOR 2014  
 
 
Beyond the retrospective analysis of production costs in each EU meat industry, we have 
included in this study a prospective test of the resilience of different production systems 
facing different kinds of situations in the mid-term (2014). 
 
2014 has been chosen as a prospective horizon because it will be the first implementation 
year of the “future CAP”, which is today virtually impossible to imagine. We therefore guess 
that the situation will still be driven by the present CAP, as modified by the Health Check. 
At the same time 2014 is far enough ahead for a possible WTO agreement to be 
implemented, if the Doha Round reaches a conclusion soon. 
 
We shall therefore test 3 scenarios for 2014: 

- 1. A “baseline” scenario, which simply draws some likely trends for prices and 
costs, on the basis of a stable CAP after the Health Check implementation. 

- 2. A “WTO” scenario, which could be the result of a WTO agreement on the basis 
of the December 2008 draft modalities. 

- 3. A “reduced CAP” scenario, where 1st pillar direct payments are reduced by 
25% after 2013. 

 
For this study, it was impossible to completely build our own set of assumptions and our 
own outlook given the time and resources allowed. Therefore, we chose to use results from 
published prospective studies. 
 

3.1. Baseline scenario 

 
As a baseline, we refer to the latest FAPRI Outlook published in March 2009.  
This reference has the advantage of being a well-known and reliable prospective work. 
FAPRI is one of the major world prospective institutes as far as agriculture is concerned. 
For example, DG Agri publishes a yearly comparison of the outlooks released by FAPRI, 
USDA and OECD-FAO5. 
 
We chose to rely on the latest FAPRI outlook rather than on the FAO-OECD one for several 
reasons. First the FAO-OECD report will only be published in late June and only the 
provisional forecasts were available at the time of writing. In addition, these forecasts are 
awkward especially for beef: a huge drop is estimated for 2009 EU beef price (-24%), 
which seems to be very unlikely when taking into account the first half of the year. And this 
initial drop affects greatly the 2010-2014 forecasts (linear trend from 2009). 
 
The weak point of this baseline is that it is not consistent with the March 2008 DG Agri 
“baseline” outlook used to simulate the impact of WTO draft modalities on EU prices by the 
year 2014 (time frame for full implementation of a WTO agreement). The DG-Agri baseline 
(without any WTO agreement) is much more pessimistic than other outlooks because it is 
still based on data published in 2005.  

                                          
5  http://ec.europa.eu/agriculture/analysis/tradepol/worldmarkets/outlook/2009_2018_en.pdf. 
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Table 3.1: 2014 Baseline scenario for meat and inputs prices 

 2007 Real 
price  

(source 
FAPRI) 

2014 - Baseline 
scenario 

2014/2007 - 
Baseline 
scenario 

Wholesale Crude Oil 
US$/barrel 81.39 67.34 -17% 

Exchange rate US$/€ 0.732 0.72 -2% 

Soya meal CIF Rotterdam 
US$/t 550.00 443.70 -19% 

Soya meal CIF Rotterdam €/t 402.60 319.46 -19% 

Coarse grain producer price 
€/t 213.08 138.5 -35% 

Wheat producer price €/t 234.30 152.20 -35% 

Beef and veal producer price 
€/100 kg cwe 308.4 293.8 -5% 

Pig meat producer price €/100 
kg cwe 135.2 147.4 9% 

Chicken wholesale price €/100 
kg cwe 148.3 140.6 -5% 

Heavy Lamb producer price 
€/100 kg cwe 399.0 440.0 10% 

Source: Institut de l’Elevage from FAPRI and own forecast for lamb meat 

 
3.2. The “WTO agreement” scenario 

 
The “WTO scenario” supposes an agreement based on the Agricultural Modalities 
in discussion in December 20086. 
 
In the current context of deep economic crisis and new political situations (new US 
government, general elections in India…), a WTO agreement seems unlikely in 2009. But 
discussions have recently resumed, and an agreement in 2010 is not to be ruled out: a full 
implementation could then occur in 2014 or 2015. 
 
The modalities discussed in December 2008 included tariff cuts of -50%/-57.5%/-63.5%/-
70% depending on the band and 4% of sensitive product lines with a maximum tariff cut 
deviation of 2/3 (i.e. tariff cut of –23.33% instead of normal cut of -70% if the tariff line is 
in the upper band). 
 

                                          
6  Cf. study for the European Parliament: "Stock take of the WTO agricultural negotiations after the failure of 

the 2008 talks" - IP/B/AGRI/IC/2008-131 – June 2009. 
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The euro/US$ exchange rate and oil and soya meal prices are supposed to not be affected 
by a WTO agreement: they would remain identical to those of the baseline scenario, as 
these markets are already totally opened. 
 
The difficulty is to simulate the price drop in the event of a WTO agreement. Should we 
take from the DG Agri March 2008 simulation the percentage decrease relative to the 
baseline or to the absolute final price? 
 
For grains, we shall opt for a –10% decrease from the baseline price for 2014 (i.e. 125 
€/t for coarse grain and 137 €/t for wheat). 
 
For beef, we would keep the 2014 absolute price simulated by the DG Agri in the event of 
an agreement (238 €/100 kg cwe), i.e. a –19% drop compared to the baseline. 
For pork and poultry, we shall proceed in the same way, as follows: 

- pork, at 121 €/100 kg cwe, would suffer a –18% drop compared to the baseline; 

- poultry meat, at 108 €/100 kg cwe, would fall by –23% compared to the baseline. 
 
Sheep meat is not even mentioned. Therefore we have to draw our own forecast. We 
could anticipate a -13% drop in heavy lamb price compared to the baseline scenario at 
385 €/100 kg cwe. Indeed, both world lamb production and that of the EU are expected to 
decline during the next decade, thus applying a continuous tension to higher prices, even if 
lamb is actually by far the most expensive meat. A WTO agreement should put pressure on 
EU lamb prices, with higher tariff rate quotas for imported lamb from NZ or Australia, but 
to a limited extent.  
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Table 3.2: WTO scenario for meat and inputs prices, and comparison with baseline 

  2014 - WTO 
scenario 
(absolute 

prices) 

2014/2007 - 
WTO scenario

WTO/ 
baseline  

Wholesale Crude Oil US$/barrel 67.34 -17% id- 

Exchange rate US$/€ 0.72 -2% id- 

Soya meal CIF Rotterdam US$/t 443.70 -19% id- 

Soya meal CIF Rotterdam €/t 319.46 -19% id- 

Coarse grain producer price €/t 124.65 -42% -10% 

Wheat producer price €/t 136.98 -42% -10% 

Beef and veal producer price 
€/100 kg cwe 238.01 -23% -19% 

Pig meat producer price €/100 kg 
cwe 120.89 -11% -18% 

Chicken wholesale price €/100 kg 
cwe 108.27 -27% -23% 

Heavy Lamb producer price 
€/100 kg cwe 385.00 -4% -13% 

Source: Institut de l’Elevage from FAPRI, DG Agri and own forecast 

 

3.3. The “reduced CAP” scenario 

 
This third scenario is a way to take into account some EU members’ or think tank views 
about the “post 2013 likely cut” in the EU agricultural budget. We chose to test a 25% 
decline in direct supports. In this study, it is impossible to build a more subtle scenario, 
with for example a distinction between Single Farm Payment, remaining coupled payments 
and rural development schemes. We agree that this scenario only gives a rough idea of the 
immediate impact of a uniform cut in 1st pillar payments which would affect all farming 
systems without distinction. 
 

3.4. Further testing method 

 
The third scenario (“reduced CAP”) will only be used for beef cattle and sheep 
farms, for which direct payments are clearly identifiable. Unfortunately, the panels used 
for pig and poultry farms give hardly any information about direct payments. On the other 
hand, direct payments, even if decoupled, are still connected with the other units in these 
pig or poultry farmers’ minds (either dairy or crops or beef…). No Single Farm Payment 
originally comes from coupled payment for pig or poultry. So the impact of a cut in direct 
payments should be very indirect for pig and poultry farmers. 
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The prices hypothesis of the first two scenarios (baseline and “WTO agreement”) will be 
applied to the panel of farms selected in each meat industry, in order to assess the 
resilience of each system when faced with the two situations. 
 
In addition, “price sensitivity” has been analysed to illustrate the effect of a +10% or a –
10% change in input or meat price on the income of the farms. 
 
Finally, scenarios 2 and 3 have been combined for beef and sheep farms. 
 
The results of these analyses are included in each following meat section (Chapters 4, 5, 6 
& 7). 
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4. IMPACT OF THE COSTS CRISIS ON BEEF FARMS AND 
THEIR FUTURE 

 
4.1. Beef production in the EU: huge diversity, 60% from the dairy herd 

 
In 2008, the EU is estimated to have produced nearly 8.25 million tons cwe7. The Union is 
the second largest beef producer in the world. In 2005, EU-25 beef production accounted 
for 12% of the world production8. 
 
Nevertheless, the EU-27 has been a net beef importer since 2003. In 2008, DG-Agri 
estimates net imports to be around 180,000 tons cwe (compared to 390,000 tons in 2007 
and in 2006). 
 
The cattle herd has been declining dramatically for about 25 years. In the EU-15, the dairy 
cow herd fell by 18% during the last 15 years to 17.9 million head in December 2007. 
While beef cow numbers increased by 19% over the same period, the rise was not enough 
to offset the fall in the dairy herd. 
 
At the EU-27 level, the estimates for December 2008 were of 24.1 million for dairy cows 
and 12.4 for beef cows, i.e. a 2/3 proportion for the dairy herd. About 60% of EU beef 
production therefore comes from the dairy herd, as nearly a third of the calves born from 
dairy cows are fattened as veal and the other dairy breed animals are slaughtered at a 
much lower weight than the beef breed animals. 
 
Compared to its major competitors on the world market, this is a specificity of the 
European beef industry. The beef herd is largely predominant in Argentina (around 90%), 
in Australia (around 90%), in Brazil (around 75%) and in the USA (around 80%). 
 
Beef products within the EU are much more diverse than in each of these big world 
competitors. Beef from females, culled cows and heifers are estimated to have represented 
44% of EU cattle slaughterings in 2008, veal 10%, and males 46%.  
 
But the weights and the share of each category varies greatly between countries. As an 
example, males are mainly fattened as steers in Ireland and the UK, and as young bulls on 
the continent.  
 
For steers, in 2008, the average weight in Ireland was 370 kg cwe, 357 kg in the UK and 
397 kg in France, the third largest producer. 
 
For young bulls, in 2008, the average weight was 290 kg cwe in Spain, 345 kg in Italy, 369 
kg in Germany and 399 kg in France. 
 
For culled cows, in 2008, the average weight was 300 kg at the EU-27 level, but ranged 
from 247 kg in Spain to 355 kg in France. 
 

                                          
7  In « Prospects for agricultural markets in the EU 2008-2015 », EC - DG Agri, March 2009. 
8  In « Evaluation des mesures de marché dans le secteur de la viande bovine », Ernst & Young & al., 

report for the EC – DG Agri, December 2007. 
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And these only represent average differences between countries and categories: even 
broader disparities could be described according to production systems, breeds, regions… 
 
It is therefore particularly important to refer to real selling weights when comparing 
production costs between different beef systems, and not only to head numbers as is the 
case with the FADN. The FADN distinguishes neither between different types of males 
(young bull or steer) nor between the destinations of the animals sold (slaughterhouse or 
other farm for fattening). 
 

4.2. Tools & method 

 
That is why we have chosen the agri benchmark typical farm method. 
 
The data sets of the typical beef finishing and cow-calf farms analysed are taken from the 
samples of the agri benchmark Beef Network. Agri benchmark is a global network of 
farm economists generating sustainable, comparable, quantified information about farming 
systems, their economics, their framework conditions and perspectives world-wide.  
 
The agri benchmark project works on an annual schedule, with all data sets updated (and 
extended by further countries and farming systems) annually. For farm analysis, the 
project uses the typical farm approach (for more details, see Annex 1).  
 
European beef production is very diverse and comes from different kinds of farming 
systems. The chosen panel focuses only on farms involved mainly in beef activity. It 
therefore excludes beef production from farms combining dairy and beef units. 
 
The 4 countries covered in this study are the 4 major beef producers in the EU-27. In 2008, 
France accounted for 18.4% of the EU beef production, Germany 14.7%, Italy 12.8% and 
the UK 10.4%. 
 
In a second step, production costs of the selected systems in these 4 countries will be 
compared with some other systems in Spain (n°5: 8%) and in Ireland (n°6: 6.5%) but also 
with systems in some of the leading exporting beef countries, such as Australia, Brazil or 
Canada.  
 
4.2.1. Selection of the beef farming “typical farms” in 4 countries 
 
The panel is composed of 14 beef farming systems coming from 4 significant countries (UK, 
Germany, France, Italy) and illustrates the diversity of the beef farming systems through a 
range of types of units. 

 
The type of production distinguishes the following (see the list on tables 4.1 and 4.2): 

– cow-calf farms: the cattle farming activity is based on calf production from a suckler 
cow herd;  

– cow-calf and finishing farms: producers fatten the majority of the calves, as young 
bulls, heifers or steers on their farms; 

– finishing enterprises: specialised in the finishing activity with bulls, steers or heifers. 
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Depending on the combination between cow-calf activity and fattening units, some beef 
farming systems are used for both analyses. This is the case for the “combined weaner 
producer and young bull & heifer finisher systems”. The methodology divides the farm into 
different units, one for calving and weaning male and female animals and one for the 
finishing step of heifers, steers or young bulls.   
 

Table 4.1: Panel of beef farming systems for finishing enterprises 

Farm 
name 

Type of farm Other 
enterprises/ 
activities 

Region Animals 
produced

Dairy / 
Beef-breed 

Stocking 
rate LU / 

ha 

DE-230 Bull finisher Cash Crops Bayern 228 bulls Dairy 4.1 

DE-280 Bull finisher Cash Crops Nordrhein
-

Westfalen

280 bulls Dairy 6.2 

FR-45 Combined 
weaner 
producer and 
bull/cow 
finisher 

Cow-calf, 
Cash crops 

Pays de 
la Loire 

30 bulls, 
15 cows 

Beef breed 3.5 

FR-70 Combined 
weaner 
producer and 
bull and heifer 
finisher 

Cow-calf Limousin 37 bulls, 
22 

heifers, 

14 cows 

Beef breed 1.8 

FR-90 Bull finisher 
and cash crop 
farm 

Cash crops Bretagne 90 bulls Beef breed 3.1 

IT-910 Bull finisher Cash Crops Veneto 910 bulls Beef breed 12.8 

IT-2880 Bull finisher ― Emilia-
Romagna

2,884 
bulls 

Beef breed 30.8 

UK-35 Combined 
weaner 
producer and 
steer and 
heifer finisher 

Cow-calf, 
Cash Crops, 
Rents 

Suffolk 21 steers, 
15 heifers

Beef breed 0.8 

UK-90 Combined 
weaner 
producer and 
bull,  

Cow-calf, 
Cash Crops 

Worcester
shire 

20 steers, 
30 

heifers, 
46 bulls 

Beef breed 1.1 

Source: agri benchmark 
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Table 4.2: Panel of beef farming systems for cow-calf enterprises 

Farm 
name 

Type of farm Other 
enterprises/activities

Region No. of 
cows 

(average) 

Total 
land in 

ha 

DE-
1100 

Weaner producer ― Mecklenburg 
- 

Vorpommern

1,100 1,334 

DE-
1400 

Combined weaner 
producer and 
bull/heifer finisher 

Beef finishing Mecklenburg 
- 

Vorpommern

1,424 2,486 

FR-65 Combined weaner 
producer and 
bull/cow finisher 

Beef finishing, Cash 
crops 

Pays de la 
Loire 

69 73 

FR-85 Weaner producer ― Limousin 84 95 

UK-40 Combined weaner 
producer and steer 
and heifer finisher 

Beef finishing Suffolk 40 336 

Source: agri benchmark 

 
For these systems, the data is available for the period 2005 to 2008, which is the relevant 
period for analysing the cost crisis, before and during the dramatic energy and feed cost 
increases. 
 
4.2.2 Representativeness of the panel of beef farming systems 
 
In 2008 the “Beef task force” proposed a European beef farming system classification and 
has broken down beef production according to these systems9. This classification (Table 
4.3) illustrates the diversity of the systems. 
 
Comparing the classification with the panel of systems chosen, we consider that the 14 
systems are representative of 51% of the suckler cows and 57% of the EU-15 beef 
production of 2004. Some beef producers also combine beef production with a dairy or 
sheep production. The impact of combinations of productions such as these is not studied 
here. 
 

                                          
9  In Beef Task Force of EAAP (2008): EU Beef Farming Systems and CAP Regulations. EAAP Technical Series 9. 
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Table 4.3: Distribution of farms and productions within EU beef production 
between beef farming systems and locations for BFS chosen 

BFS classification and main characteristics and 
implication in farms, land use and production 

Distribution of the systems 
chosen 

Production BFS  

(Beef 
Farming 
Systems) 

% BFS 
farms 

% 
land 
(on 
land 
for 

BFS)

% BFS 
livestoc
k unit

% Beef 
Production 
(in value)

FR DE IT UK 

CC+ 
sheep 

8% 19% 9% 8% 
    

CC+ fin. 11% 12% 14% 14% FR-45, 
FR-70    

Cow-calf 
(CC) 

Pure CC 30% 30% 26% 32% 

FR-65, 
FR-85

DE-
1100, 
DE-
1400  UK-40 

Fin.+ 
sheep 

2% 1% 2% 1% 
    

Spec. 
Finish. 

2% 3% 5% 8% 

FR-90
DE-230, 
DE-280 

IT-
910, 

IT-
2880  

Finishing 
(F.) 

Small 
finish. 

10% 6% 5% 9% 
   

UK-35, 
UK-90 

Dairy + 
beef  

22% 25% 38% 26% 
    

Small 
farms 

 16% 3% 2% 1% 
    

Total  100% 100% 100% 100%     

Source:  Beef task force - EAAP according to FADN 2004 

 
There are many small livestock farms (91,000 breeders - 10% of the total) but these only 
account for 1% of the total livestock units and their role in beef production is negligible. In 
fact, these systems are involved in other activities and operated by part time farmers. 
 
Generally speaking, half of European beef farms can be classified as “Cow-Calf” systems. 
The “pure cow-calf” farms account for a third of cattle farms and for the majority of the 
EU suckler cows. Actually, their contribution is effective for EU beef production as well as 
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for land use: they farm 41% of the land used by the total cattle herd, with a dominance of 
grass, and they account for 41% of beef production. Most of them are pure cow-calf 
producers. They produce weaners or backgrounders that are sold to fatteners. Their herds 
are rather small with an average of 47 livestock units and less than 35 suckler cows. These 
farms are mainly specialised in beef production with 69% of their acreage in grass, and 
they manage the farm at a low stocking rate. These cow-calf farms are mainly located in 3 
areas: in the grasslands of Britain, Ireland, France, and Northern Europe (27%); in the 
Mediterranean areas of Italy, Spain, Greece or Portugal (20%); in the mountainous areas 
of France, Spain and Eastern Europe (16%). 
 
Approximately one cow-calf farm in five fattens the majority of the calves as young 
bulls, heifers or steers. This finishing enterprise is designed to add value to the weaner 
production enterprise. With a larger herd and acreage than pure cow-calf beef farms, these 
mixed farms (cow-calf + fattening) manage land more intensively with the production of 
forage crops: 23% operate at a stocking rate exceeding 1.8 LU/ha. They are mainly located 
in the grasslands of Ireland and the U.K. and in the forage crop areas of France and 
Northern Europe.  
 
Regarding fatteners, two main types need to be distinguished according to the size of the 
enterprise.  
 
On one hand, there are farms that specialise in young bull finishing in big units (127 
LU in average). They cultivate more crops than forage and have more labour units than 
cow-calf producers. They play a significant role in beef production in Italy, Germany, the 
UK and Spain.  
 
On the other hand, there are medium-size farms with less than 50 young males. A 
large number are relatively small fatteners of young bulls, feeding with maize silage and 
concentrates (in the grasslands and crops and livestock areas of Italy, Germany, Austria 
and Sweden). In Ireland and the UK, these herds are the main European producers of 
steers on permanent pastures. 
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4.2.3 The beef farms panel description 
 

Table 4.4: Characteristics of “beef finishing” farms  

 
DE- 
230 

DE-
280 

FR- 
45 

FR- 
70 

FR- 
90 

IT-
2880 

IT-
910 

UK-
50 

UK-
90 

The beef production
system          

 No. of beef cattle sold per
year 228 280 45 73 90 2,773 891 39 93 

 Stocking rate (LU/ha
forage area) 4.1 5.0 3.6 1.8 3.1   0.5 1.8 

 Land use in hectares  59.2 70.0 16.1 40.6 22.0 49.0 86.1 42.3 54.0 

 Pasture   1.1 12.5   31.4 28.2  

 Hay or silage from grass 4.0  2.2 9.6 1.0  8.0 8.1 44.5 

 Other hay or silage 38.0 56.7 9.4 10.5 14.0 49.0 29.9 0.4 2.5 

 Other feed / grains 17.2 20.0 3.8 8.0 7.0  40.3 8.3 7.0 

Beef productivity index          

Weight at start (kg live
weight) 81 87 283 320 285 453 408 321 82 

Weight at end (kg live
weight) 692 680 695 600 691 716 716 558 586 

Carcass weight at end of
finishing period (kg) 396 408 410 370 411 436 437 305 316 

Finishing period (days) 483 514 289 220 313 173 212 198 558 

Daily weight gain (g/day) 1,265 1,154 1,426 1,273 1,300 1,519 
1,45

1 
1,19

6 904 

Source: agri benchmark 
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Table 4.5: Characteristics of “cow-calf” farms  

The beef production system UK-40 DE-1100 DE-1400 FR-70 FR-85 

No. of cows 37 1,100 1,424 69 84 

Breed 
Limousi
ne cross

Charolais 
+Fleckvie

h 
Char / Lim 

/Angus Charolais Limousine

Land use in ha 7 1,334 1,617 86 106 

Pasture in ha 6 48 1,042 54 70 

Hay or silage from grass in hectares  1,286 521 24 34 

Other hay or silage in ha    8  

Other feed / grains in ha   53  3 

Total live weight sold per cow and
year (kg) 299 387 313 381 349 

Replacement  rate (%) 14% 24% 13% 31% 19% 

Age at first calving (months) 27 28 28 30 33 

Calf losses (%) 6% 4% 4% 3% 5% 

Weaned calves per 100 cows and
year 89 96 96 91 90 

Weaning weight (kg) 
286 - 
301 315 - 350 260 - 280 260 - 283 300 - 315

Weaning age (days) 235 225 260 220 259 - 305

Source: agri benchmark 

 
A more detailed description of the systems chosen in the panel is specified in Annex 1, as 
well as an assessment of their representativeness in each country. 
 

4.3. Beef production cost structure in 2007 

4.3.1 Tools and methods for calculating costs 
 
As cow-calf operations and finishing very often takes place in mixed farming situations, the 
initial data collection is done at the whole farm level and includes all relevant enterprises 
(e.g. “dairy + bull finishing” or “cow-calf + cash crop production”). There are costs which 
cannot be directly allocated to the cow-calf and beef finishing enterprises, for example 
overhead costs like office expenses, communication, bookkeeping and advisory services. 
Other examples are maintenance and depreciation for machinery, buildings and 
installations which are typically used by more than one enterprise. The costs for these 
items are allocated in a transparent procedure on the basis of the land used by the 
enterprises or the proportions of the different enterprises in various returns. 
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The results of the cost calculations are usually presented on a per unit basis. For beef 
finishing, this is the ‘carcass weight sold’ (CWE) whereas for the cow-calf enterprise, it is 
the ‘total live weight sold’ (LW) which includes the live weight of weaners, cull and breeding 
animals. The results can also be referred to ‘per head’ but as this unit does not reflect the 
productivity it is of limited value. 
 
An annual Result Data Base (RDB) is produced with more than 400 variables for each of 
the beef enterprises: cow-calf and beef finishing. The RDB includes all returns and all costs 
as well as a huge number of physical data of each of the enterprises but single cost items 
or sub-groupings can be selected. The following main output variables are analysed in this 
study: 
 
− Total returns cover the market receipts as well as coupled government payments 

which can be assigned to the enterprises. 

− Total costs broken down into factor and non-factor costs. 

o Factor costs differentiating labour costs (wages paid + opportunity costs 
[=imputed wages] for family members), land costs (rents paid + opportunity 
costs [= imputed rents] for own land) and capital costs (interest paid + 
opportunity costs [= imputed interest] for equity). 

o Non-factor costs combine animal purchases, feeding costs (feed purchase, 
fertilisers, seeds, pesticides, machinery maintenance and depreciation, 
contractor fees, fuel, energy, lubricants, water) and other livestock costs 
such as veterinary expenses, building costs and other overhead costs. 

 
A further cost breakdown is possible in the system but it should be noted that direct 
comparisons between different farming systems become more and more difficult due to the 
different cost composition, for example farms purchasing most of the feed (like feedlots) 
and farms producing most of the feed themselves. 
 
4.3.2. Production costs in finishing enterprises in 2007 
 
In 2007, total beef production costs in finishing units varied between € 332 and € 443 per 
100 kg carcass weight. The lowest cost was observed in the farm UK-90 that finished 
crossed beef and dairy calves until the age of 20 months with grass silage feeding (see 
Figure 4.1 and 4.2). Highest costs were found with French farms (FR-45 and FR-70), where 
the price of the weaners is relatively high. In France, this price is led by the export market 
for Italian finishers. The German finishing unit (DE 280) with Fleckvieh bulls and the Italian 
finishing unit (IT 910) with Charolais bulls represent a rather medium-cost level. They both 
have the same cost level with different purchase costs and different operating costs. 
Incidentally, the non-factor costs often exceed beef returns, and these returns usually do 
not cover factor costs (calculated as opportunity costs). The profitability of the farms is 
linked to the decoupled direct payments more or less related to the historical aspect of beef 
activity. This shows how speculative and sensitive beef production is. 
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Table 4.6: Production costs in 9 beef farming systems (finishing enterprise) in 
2007 (€ per 100 kg cwe sold) 

Beef farming systems UK-
35 

UK-
90 

DE-
230 

DE-
280 

FR-
45

FR-
70 

FR- 
90A 

IT- 
2880

IT- 
910 

          

Total Beef returns 332 271 294 295 310 352 310 351 346 

Beef price 332 271 294 295 302 343 303 350 344 

Coupled direct payments 0 0 0 0 8 9 8 1 3 

          

Total cost of the finishing
enterprise  485 357 409 405 439 443 393 382 398 

Non-factor costs 366 211 281 310 364 369 338 361 367 

  of which animal purchase cost 160 61 111 114 186 255 192 251 253 

  of which other costs 206 150 169 196 178 113 146 109 114 

Factor costs 119 145 129 95 75 74 55 22 32 

Source: agri benchmark 

 

Figure 4.1: Beef production cost breakdown in finishing units in 2007 (€ per 100 
kg cwe sold) 
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Figure 4.2: Beef production cost breakdown in finishing units in%  
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Source: agri benchmark 

 
Beef production costs differ between specific management strategies and types of animal 
fattened. Three main components need to be distinguished: 
 
• The purchase animal: from 18% to 65% of total production costs according to the 

type of animal fattened: dairy calves or weaners of differing ages. 
 

Table 4.7: Purchase cost in 2007 in finishing systems  

Beef farming systems UK-
35 

UK-
90 

DE-
230 

DE-
280 

FR-
45

FR-
70 

FR- 
90A 

IT- 
2880

IT- 
910 

Weight at start (kg lw) 332 100 81 87 283 320 285 452 412 

Purchase price per animal (€) 487 194 440 467 761 945 792 1,083 1,097

Animal purchase cost in € per 100 
kg cwe 160 61 111 114 186 255 192 251 253 

Source: agri benchmark 

 
In DE-230 and DE-280, purchased animals are 50-60 day-old calves crossed dairy x 
Limousine breed as well as dual purpose Fleckvieh dairy cattle. For the other farms, the 
animals are weaners of 8 to 12 months of age. With prices of around € 1,000 per head, the 
animal purchase costs represent € 250 per 100 kg cwe and a proportion of around 60% in 
the French FR-70 as well as in the Italian farms, all based on French Limousine and 
Charolais weaners. 
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• Non-factor costs excluding animal purchases and including the feeding costs and 
other livestock costs: from 26% to 48% of the total. 

 

Table 4.8: Non-factor costs in 2007 in finishing systems (€ per 100 kg CWE sold) 

Beef farming systems UK-
35 

UK-
90 

DE-
230 

DE-
280 

FR-
45

FR-
70 

FR- 
90A 

IT- 
2880

IT- 
910 

Other non-factor costs 206 150 169 196 178 113 146 109 114 

Feed purchase and means of 
producing own feed (fertiliser, 
seed, pesticides) 73 73 73 100 72 31 54 85 72 

Machinery (maintenance, 
depreciation, contractor) 27 15 32 38 60 39 51 5 9 

Fuel, energy, lubricants, water 20 23 14 7 13 13 6 2 13 

Buildings (maintenance, 
depreciation) 28 4 22 22 5 9 15 2 4 

Vet & medicine 2 5 8 4 4 4 5 6 6 

Insurance, taxes 12 6 9 10 7 8 3 2 2 

Other inputs beef enterprise 31 14 7 10 4 3 6 4 7 

Other inputs 14 10 4 5 12 6 6 3 1 

Source: agri benchmark 

 
In 2007, the non-factor costs excluding the animal purchase range from € 111 to € 208 per 
kg CWE. The largest share is accounted for by feeding costs combining purchased feed 
(concentrates, grains but also forage, if relevant) and production costs for forages and 
grain produced on farms (fertiliser, seed and also harvest cost [machinery]). This 
represents 48% of the cost with grass feeding management (UK-35 for instance) and more 
than 80% when the diet is based on corn silage and concentrates (IT-2880 for instance). 
Irrespective of the feed source, a comparison of large Italian feedlots with other farms 
shows that economies of scale are possible.  

 
• Factor costs including labour, land and capital cost depend on the type of farm. 
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Table 4.9: Factor costs in 2007 in finishing systems (€ per 100 kg CWE sold) 

Beef farming systems UK-
35 

UK-
90 

DE-
230

DE-
280

FR-
45

FR-
70

FR-
90A 

IT-
2880

IT-
910

Factor costs 119 145 129 95 75 74 55 22 32 

Labour cost 41 95 88 44 51 51 38 13 21 

Land cost 75 38 29 33 6 7 10 6 7 

Capital Cost 3 12 12 18 17 16 7 3 5 

Source: agri benchmark 

 
Factor costs represent 4 to 41% of total cost. The scale of the enterprise, the type of farm 
and production factor costs explain the variations. In family farms such as the French or 
British cases, the factors involved are substantial relative to the production. In the past 
other systems such as the UK-35 case could save money with low cost loans but are still 
affected by high land costs. Italian systems are particular due to their size. Economy of 
scale appeared here for the 3 factors. Two reasons explain the difference in labour costs 
between German farms: a) the Bavarian DE-230 produces its own corn for feeding whereas 
the DE-280 in NRW buys all the concentrates and b) that the NRW farm has a more 
favourable building design to feed and handle cattle. 
 
Therefore, the 3 parts of the beef production costs varied differently: 
 

- The purchase cost is linked to the age of the animals, the calf and weaner markets which 
again depend on the beef prices, and the advantage of fatteners for the finishing 
enterprise. 

- Other non-factor costs depend on the input prices, notably for energy included in the 
cost of producing own feed and other livestock charges. 

- Factor costs are relevant for structural aspects: labour cost, financial interest situation 
and land cost.  
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4.3.3. Production costs in cow-calf enterprises in 2007 
 
Table 4.10: Production costs in 5 cow-calf farming systems (cow-calf enterprise 
only) in 2007 in € per 100 kg live weight (LW) 

Beef farming systems UK-40
DE-

1100 
DE-

1400 FR-70 FR-85

      

Total Beef returns 150 187 244 227 298

Weaners and adult animals sold 150 139 192 160 235

Government payments 0 48 52 57 62

 

Total cost of the cow-calf enterprise         158 261 308 198 255

Non-factor costs 87 161 152 135 175

Factor costs 71 100 156 63 79

Source: agri benchmark 

 
Table 4.10 describes the return components and the significant part of government 
payments for German and French cow-calf systems (from 21 to 25%). In the case of the 
French farms, these are mainly the coupled suckler cow premiums; in the case of the 
German farms they are subsidies for organic production.  
 
The type of management as well as the type of production account for the wide range of 
total production costs for those cow-calf systems. For instance, in the French cow-calf 
systems, cull cows represent 44% of the beef sales. Production costs range from € 158 to € 
308 per kg live weight. In some cases, factor costs represent around 50% of total costs 
(DE-1400 and UK-40). On the other hand, the charges relative to feeding and other costs 
are secondary. Here again, total cost including land, capital and labour payment exceeds 
the cow-calf returns. The profitability of cow-calf farms is linked to the decoupled premiums 
plus government coupled payments. 
 
The difference between the two German farms is that DE-1100 is located on permanent 
grassland and needs to purchase feed for supplementation, whereas the DE-1400 is on a 
mixed grassland/arable land and produces all of its feed, thus showing higher costs for 
machinery and energy and low costs for other inputs like fertilisers and pesticides. This is 
also reflected in higher labour and land costs (factor costs) for the DE-1400. 
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Figure 4.3: Production cost breakdown in cow-calf farms in 2007  
(€ per 100 kg LW sold) 
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Source: agri benchmark 

Figure 4.4: Production cost breakdown in cow-calf farms in%  
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Source: agri benchmark 
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Table 4.11: Non-factor costs in 2007 in cow-calf systems (€ per 100 kg LW sold) 

Source: agri benchmark 

 

Table 4.12: Factor costs in 2007 in cow-calf systems (€ per 100 kg LW sold) 

Beef farming systems UK-40 DE-1100 DE-1400 FR-70 FR-85

Factor costs 71 100 156 63 79 

Labour cost 51 62 97 28 35 

Land cost 18 19 46 26 22 

Capital Cost 1 19 14 10 22 

Source: agri benchmark 

 
Factor costs and charges for machinery and housing are substantial in cow-calf production 
costs. Some farms are vulnerable because of their small size (UK-40) or because of the 
burden of hired labour. Feeding costs are rather low: no more than € 35 per 100 kg of live 
weight. The low value for the DE-1400 was explained above. Vet and medicine costs are 
not insignificant, often exceeding € 10 per 100 kg live weight. 
 

Beef farming systems UK-40 DE-1100 DE-1400 FR-70 FR-85

Non-factor costs 86 161 152 135 175 

Feed purchase and means of producing 
own feed (fertiliser, seed, pesticides) 21 29 4 33 35 

Machinery (maintenance, depreciation, 
contractor) 13 40 66 39 35 

Fuel, energy, lubricants, water 9 10 27 7 16 

Buildings (maintenance, depreciation) 13 27 11 19 30 

Vet & medicine 2 12 13 11 15 

Insurance, taxes 5 14 12 4 11 

Other inputs cow-calf enterprise 18 14 5 7 17 

Other inputs 6 11 7 7 9 
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4.3.4. Direct payments on farms and involvement in profitability 

Figure 4.5: Payment breakdown in finishing beef farms in 2007 
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Source: agri benchmark 

 

Figure 4.6: Payment breakdown in suckler cow farms in 2007 
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Source: agri benchmark 

 
Direct payment decoupling from production is the main characteristic of the 2003 CAP-
reform, also called Mid-Term Review (MTR). It means that producers receive payments 
even if they no longer produce. The second aspect is the linking of payments to the 
fulfilment of regulations regarding maintenance and management of the land and 
environment (i.e. cross compliance). The last component of this policy is the 
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implementation of a modulation of the payments and orientation of those new funds to the 
so-called ‘second pillar’ policy measures, mainly consisting of agri-environmental measures 
and rural/structural policy measures. 
 
Eventually, application of the MTR reform in the various European countries led to a co-
existence of different implementation methods. Some countries opted for keeping some 
direct payments partially or fully coupled to the animals maintained or produced (French 
and Spanish cases). The new “Single Farm Payment” composed of the new decoupled 
premiums, could have been based on the individual historic farm- payments or as an 
acreage-based payment more or less homogeneous between regions and states. Germany 
opted for a combined model in order to help farms to evolve. 
 
Figures 4.5 and 4.6 show the breakdown of payments at the overall farm level in 2007 and 
how they are mainly decoupled. For the finishing cases, they account for more than 88% of 
the total. For the suckler cow cases, the choice of France (and Spain) to keep the suckler 
cow premium coupled maintains the farm-subsidy relationship. Consequently, while two 
thirds of EU beef production is fully decoupled (see annex X), the impact on production is 
relatively low given that two thirds of suckler-cows at EU-level remain fully and significantly 
coupled to premiums. 
 
4.3.5. Profitability and direct payments 
 

Table 4.13: Farm income and decoupled payment for finishers and cow-calf farms 
in 2007 

 
UK- 
35 

UK- 
90 

DE-
230

DE- 
280

FR-  
45 

FR-  
70 

FR-  
90 

IT- 
910

IT- 
2880 

FR- 
85 

DE- 
800

DE- 
1100 

Total 
government 
payments (1,000 
EUR) 66 66 74 65 31 41 36 207 383 39 1,429 544

Percentage of 
coupled 
payments 0% 0% 0% 0% 55% 51% 10% 6% 2% 48% 25% 36%

Family Farm 
Income (whole 
farm-1000 EUR) 144 86 86 21 13 62 29 20 34 55 200 161

Source: agri benchmark 
 
Table 4.13 shows the weakening of the connection between subsidies and production within 
the MTR implementation. Overall, it is more difficult to rely on the amount of government 
payments and the family farm income. Payments represent from 0.5 to 10 times the level 
of farm income in 2007. Two schemes of implementation maintain part of the connection to 
production: in France, the preservation of some coupled subsidies, suckler cow premiums 
and part of slaughtered premiums; and in Germany, payments linked to specific practices 
on organic farms. It means that in other farms, beef production profitability is no longer 
dependent on subsidies. 
 



The Impact of Increased Operating Costs on Meat Livestock in the EU 
__________________________________________________________________________________________ 

 

PE 419.109 77

4.3.6. International costs comparison  
 
Tables 4.14 and 4.15 show the main characteristics as well as the 2007 costs of 5 other 
finishing beef farms in Ireland (IE-185), Spain (ES-780), Brazil (BR-240), Australia (AU-
720) and Canada (CA-9600). 
 
It shows the large diversity of beef production throughout the world, from grass-only 
feeding systems in Brazil to Northern American intensive feed lots. Cost structures depend 
on management with more or fewer factors (land or labour for instance). In Europe, 
Spanish fattening units appear very sensitive to input cost variations because of their 
feeding management based on the purchase of concentrates. Irish fattening units reduce 
their feeding costs with long grazing periods, but face high land or labour cost levels. 

Table 4.14: Characteristics of 5 “beef finishing” farms from other countries 

 

IE- 

185 

ES- 

790 

BR- 

240 

AU- 

720 

CA- 

9600 

The beef production system      

 No. of beef cattle sold per year 185 790 240 720 9,600 

 Stocking rate (LU/ha forage area) 3.2 n.s. 0.7 0.3 4.8 

 Land use in hectares  83 n.s. 500 1,835 800 

Beef productivity index      

Weight at start (kg live weight) 475 150 180 235 380 

Weight at end (kg live weight) 700 470 510 585 605 

Carcass weight at end of finishing period (kg) 380 251 265 316 363 

Finishing period (days) 350 210 730 788 150 

Daily weight gain (g/day) 640 1,520 450 790 1,500 

Source: agri benchmark 
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Table 4.15: Production costs in 5 beef farming systems (finishing enterprise) in 
2007 (€ per 100 kg cwe sold) 

 
IE- 

185 

ES- 

790 

BR- 

240 

AU- 

720 

CA- 

9600 

Total Beef returns  238 319 153 214 221

Of which Beef receipts 233 310 153 214 221

Total cost of the finishing enterprise
by factor and non-factor costs 380 370 170 356 228

Non-factor costs 270 353 119 227 210

Of which feed cost 50 153 9 41 55

Of which animal purchase 152 161 61 135 136

Factor costs 110 16 51 129 18

Source: agri benchmark 

 

4.4. Retrospective analysis of production costs 2005-2008 

 
Analysis of the 2005-2008 results in finishing units 
 
This agri benchmark Result Data Base enables us to observe the evolution of the beef 
production costs during the period 2005 to 2008 on different beef farms in Europe. The 
figures assume constant management and quantities and are mainly impacted by price 
changes. 2008 data are provisional and mainly reflect key prices for beef, livestock, energy 
and related prices as well as cereals, concentrates and protein feeds (See table 4.16). 
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Table 4.16: Beef cost evolution between 2005 and 2008 in finishing systems 

€/100 Kg 
CWE 

Year Beef 
price 

Government 
payments 

Total 
costs 

Animal 
purchases

Feeding 
costs * 

Other 
livestock 

costs 

Factor 
costs 

05 301 0 447 147 106 80 114 
06 326 0 461 151 113 84 114 
07 332 0 485 160 120 86 119 

UK-35 

08 349 0 494 158 144 83 109 
05 245 0 337 57 96 36 149 
06 268 0 347 58 102 37 151 
07 271 0 357 61 112 38 145 

UK-90 

08 255 0 321 56 112 31 122 
05 302 0 423 118 118 55 132 
06 310 0 404 115 108 48 133 
07 294 0 409 111 118 51 129 

DE-230 

08 320 0 410 101 127 52 130 
05 293 0 373 116 108 47 101 
06 301 0 379 116 115 49 99 
07 295 0 405 114 145 50 95 

DE-280 

08 308 0 423 116 161 52 94 
05 307 60 446 216 136 38 56 
06 338 8 464 224 132 42 66 
07 302 8 439 186 146 33 75 

FR-45 

08 323 8 453 173 165 35 80 
05 329 75 431 250 86 22 73 
06 372 9 449 258 92 22 77 
07 343 9 442 255 83 31 74 

FR-70 

08 367 9 440 237 93 33 77 
05 310 56 427 219 108 37 63 
06 330 8 434 228 107 36 63 
07 303 8 393 192 111 35 55 

FR-90 

08 324 8 400 179 125 36 60 
05 344 0 382 266 75 17 24 
06 386 1 405 285 81 15 23 
07 350 1 382 251 92 17 22 

IT-2880 

08 392 1 387 249 99 17 22 
05 334 0 395 257 85 14 38 
06 377 3 416 277 85 19 34 
07 344 3 398 253 94 20 32 

IT-910 

08 385 3 404 251 103 19 31 

* Purchase feed + inputs for producing own feed (seed, fertiliser, pesticides), machinery + fuel, energy, 
lubricants, water 

Source: agri benchmark 
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Figure 4.7: 2005-2008 total cost component developments in finishing units  
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Source: agri benchmark 

Figure 4.8: 2005-2007 non-factor cost (excluding animal purchase) component 
developments in finishing units 
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Source: agri benchmark 

 
The largest variations are observed in the following areas (Figures 4.7 and 4.8): 
 
- The high increase of the feeding cost. The cost of feed without harvest charges 

increased in all beef farms by an average 30-40% between 2005 and 2008, up to a 
maximum of +78%. This represents from € 6 to € 50 per 100 kg sold. The rise is due to 
the sharp increase of purchase feeding costs (soya cake and cereals) that mainly 
impacted feedlots such as the Italian or German ones. Grass-feeding based systems 
didn’t escape from that trend and were especially impacted by the rise of fertilisers and 
energy prices. Farms producing their own cereals were less impacted as these costs 
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were calculated based on production costs; if opportunity costs (market prices for the 
feed produced) had to be used, then the cost for these farms would have risen to a 
similar extent because they might have had the opportunity to sell their own feed on the 
market. 

 
- Further costs affected are the costs for machinery and energy involved in the 

production and harvest of forage and cereals. Overall, non-factor costs increased from 
+9 to +38% or from +€ 5 to +€ 58  for 100 kg CWE between 2005 and 2008. 

 
- Animal purchase costs tended to decrease during the period 2005-2008, 

especially for weaners. The evolution of these prices mainly depends on the availability 
of calves on the market. The rapid Blue Tongue propagation interfered with animal 
movements to Italy and slowed down the weaner market. The weaner price that had 
reached a peak in 2006 dropped down by 20-25% in 2007 and 2008. This movement 
offset part of the feeding cost increase. 

 
- Due to the mid- to long-term reactions of factor prices, the changes in factor costs 

were less pronounced. The impact on the total production costs was rather limited with 
differences between countries and systems. Some farms are sensitive to land costs (in 
the UK and Italy), others more impacted by rising interest rates. 

 

Table 4.17: Growth of non-factor costs between 2005 and 2008 in finishing 
systems (in %) 

Beef farming systems UK-
35 

UK-
90 

DE- 
230 

DE-
280 

FR-
45

FR-
70 

FR- 
90A 

IT- 
2880

IT- 
910 

 Feed (purchase feed, fertiliser, 
seed, pesticides) +35 +19 +8 +50 +32 +6 +18 +24 +19 

 Machinery (maintenance, 
depreciation, contractor) 0 -2 0 2 -10 +5 +1 -1 -6 

 Fuel, energy, lubricants, water +2 -1 +1 +2 +7 -3 -2 0 4 

Other  +3 -5 -3 +5 -3 +10 -1 0 5 

Source: agri benchmark 
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4.4.2 Analysis of the 2005-2008 results in cow-calf farms 
 

Table 4.18: Beef cost evolution between 2005 and 2008 in cow-calf systems 

€/100 Kg 
LW 

Year Beef 
price 

Government 
payments 

Total 
costs 

Animal 
purchases

Feeding 
costs* 

Other 
livestock 

costs 

Factor 
costs 

05 135 0 144 0 38 40 66 

06 140 0 147 0 39 40 67 

07 150 0 150 0 43 44 71 

UK-40 

08 129 0 136 0 37 38 61 

05 142 51 255 3 75 74 104 

06 153 48 260 3 78 75 104 

07 139 48 261 3 79 79 100 

DE-1100 

08 153 47 266 3 87 79 97 

05 190 73 300 7 94 45 154 

06 200 52 305 7 97 46 156 

07 192 52 308 7 98 48 156 

DE-1400 

08 202 51 311 7 102 48 154 

05 153 53 174 3 80 41 49 

06 188 57 207 8 87 52 60 

07 170 57 198 8 79 48 63 

FR-70 

08 164 57 210 8 90 48 64 

05 198 96 201 6 63 67 65 

06 249 81 254 7 80 86 81 

07 236 62 255 7 86 82 79 

FR-85 

08 227 64 265 7 97 83 78 
*Feed +Machinery + Fuel, energy, lubricants, water  

Source: agri benchmark 
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Figure 4.9: 2005-2008 total cost component developments in cow-calf farms  
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Source: agri benchmark 

Figure 4.10: 2005-2008 non-factor cost component developments in cow-calf 
farms 
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Source: agri benchmark 

For all cow-calf farms, production costs increased during the 2005-2008 period. Feeding 
costs increased a lot in 2008 except where diet is based on grass feeding. Other livestock 
costs and factor costs kept on growing at a stable rate. 
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4.5. Results for the 2014 scenarios  

 
4.5.1. Analysis of results 
 
For beef production, baseline 2014 has been forecast using the assumption of a –5% drop 
in both beef and weaner prices compared to 2007. The other assumptions are detailed in 
Chapter 3. 
 
Consequently, overall farm incomes are predicted to change from the 2007 situation 
according to the role of crops in returns (UK 35-40), to the consumption of inputs (higher 
for finishing farms) and to the consequence of the MTR implementation on payments 
(progressive equalisation of payments in Germany for instance).   
 
These have been applied to the 2007 situations, assuming that farm structures remain 
unchanged in 2014.  
 

Table 4.19: Farm income results for 2014 baseline and “reduced CAP” scenarios 

 
Suckler 
cow farms Combined SC+Finishing (*) Finishing beef farms 

  
DE- 
1100 

FR-  
85 

DE- 
1400 

FR 
-45 

FR 
-70 

UK 
-35 

UK 
-90 

DE 
-230

DE 
-280 

FR
-90

IT
-910

IT 
-2880

Total income in 1,000 €              

Baseline 2014 367 61 188 14 72 135 91 54 -23 11 -2 -21

“Reduced CAP” scenario  242 49 -59 6 60 122 71 48 -27 6 -50 -88

Difference in 1,000 €                         

Reduced CAP” scenario -125 -12 -247 -8 -12 -13 -20 -8 -4 -5 -52 -67
(*) Figures for combined SC + finishing farming systems are global farm results  

Source: agri benchmark 

 
The 25% cut in payments after 2013 affected beef farming systems as subsidies often 
represent more than the farm income. In this panel, direct payments can represent 
between 0.6 to 10 times the income. The 25% decrease in payments represents a loss of 
15-20% of income in farms where beef activity is not predominant and leads to a negative 
income for the other cases. 



The Impact of Increased Operating Costs on Meat Livestock in the EU 
__________________________________________________________________________________________ 

 

PE 419.109 85

Table 4.20: Farm income results for 2014 scenarios with options on WTO 
agreement  

 
Suckler cow 

farms 
Combined SC + 

Finishing(*) Finishing beef farms 

  
DE 

-1100 
FR 
-85 

DE
-

1400
FR 
-45 

FR
-70

UK 
-35 

UK
-90

DE 
-230 

DE 
-280 

FR 
-90 

IT
-910

IT 
-2880

Family Farm Income (whole farm) (1,000 EUR) 

Baseline 2014 367 61 188 14 72 135 91 54 -23 11 -2 -21

“WTO” scenario 258 48 -16 2 54 126 74 17 -63 -0 -70 -221

Combined “WTO
+reduced CAP”
scenarios 134 36 -264 -6 43 113 55 11 -67 -6 -119 -289

Difference in 1,000 €            

“WTO” -109 -12 -204 -12 -18 -9 -17 -37 -40 -11 -68 -200

“WTO 

 & Reduced CAP” -233 -25 -452 -20 -29 -22 -36 -43 -44 -17 -117 -271

(*) Figures for combined SC + finishing farming systems are global farm results  

Source: agri benchmark 
 
In the WTO scenario, the world market liberalisation is projected to impact on the European 
beef price by -23% and cereal prices by -42%. Input costs such as purchased feed and 
energy, are assumed to decline by 20%. 
 
In this situation, farm receipts fall and the total farm income is reduced from 10 to 200 K€ 
in comparison to the baseline 2014. It shows the scale of impact of a WTO scenario for the 
vast majority of EU beef systems. 
 

Table 4.21: Farm income sensitivity to the beef price  

 
Suckler cow 

farms 
Combined SC + 

Finishing Finishing beef farms 

  

DE- 

1100 
FR- 
85 

DE-
-

1400
FR- 
45 

FR-
70 

UK 
-35 

UK-
90 

DE- 
230 

DE- 
280 

FR- 
90 

IT-
910

IT- 
2880

Family Farm Income (whole farm) (1,000 EUR) 

Baseline 2014 367 61 188 14 72 135 91 54 -23 11 -2 -21

Impact of an
increase of beef
prices by +10% 56 9 156 10 16 3 5 28 32 11 127 375

Source: agri benchmark  
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Farm incomes are highly sensitive to modest changes in market prices. A shift of 10% in 
the beef returns indexes on the market price will affect all farm profitability levels according 
to their specialisation in beef production. 
 

4.6. Qualitative analysis of beef farming system resistance facing 
increasing costs 

 
This analysis summarises the main strengths and weaknesses of each farm system or unit 
(more details are available in Annex 1-3). 
 

Table 4.22: Strong/weak points analysis for cow-calf farms 

 FR-85 – Weaner 
producer in Limousin 

 

DE-1100 – Organic 
weaner producer in 

Mecklenburg-
Pomerania 

DE-1400 – Combined 
organic weaner producer 

and finisher in 
Mecklenburg-Pomerania

Strengths • Completely based on 
grass feeding.  

• Limited fertilisers use 
and  extensive 
management. 

• Grass feeding management. 

• Provide beef for the fast growing organic 
market 
• Labour opportunities for locals. 

 

Weak 
points 

• Dependence on the 
weaner demand 
(particularly from the 
Italian market). 

• Dependence on 
coupled payments. 

• The profitability based on direct payments. 

• High level of factor costs in spite of large scale 
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Table 4.23: Strong/weak points analysis for combined weaner producers & 
finishers 

 FR-45– Combined 
weaner producer 

and bull/cow 
finisher in Pays de 

la Loire 

FR-65 & FR-70 
Combined 
weaner 

producer and 
bull and heifer 

finisher in 
Limousin 

UK-35 & UK-40 
– Combined 

weaner 
producer and 

steer and heifer 
finisher in 

Suffolk 

UK-90 – Bull 
finisher in 
Somerset 

 

 

Strengths • Self sufficient 
based 
management for 
animals and 
feeding. 

• Relatively low 
factor costs. 

 

• Self sufficient 
based 
management 
for animals. 

• Niche markets 
for Limousine 
beef. 

• Relatively low 
factor costs. 

• Grassland and 
home feeding. 

• Highly 
connected with 
a local market. 

 

 

• Grassland 
feeding. 

• Low costs for 
fertilisers. 

 

 

Weak 
points 

• Intensive 
management: 
sensitive to 
fertilisers and 
energy prices. 

• A semi-
intensive 
management  
sensitive to 
feed costs. 

• Focus on 
acreage 
expansion/ 
finishing unit. 

• Small size and 
high factor 
costs.  

• Low 
productivity.  

• Low productivity. 
• Low valorisation 
for bulls. 

• Competition for 
land and labour in 
the area: very high 
factor costs 
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Table 4.24: Strong/weak points analysis for finishing units 

 FR-90 – Bull 
finisher and cash 

crop farm in 
Bretagne 

DE-230 – Bull 
finisher in 
Bavaria 

DE-280 – Bull 
finisher in NRW 

IT-910 – Bull 
finisher in 

Veneto 

 

IT-2750 – Bull 
finisher in Emilia-

Romagna 

 

Strengths • High technical 
performances for 
beef and crops 
productions. 

• Relatively low 
factor costs. 

• High technical 
performances for 
beef and crops 
productions. 

• For DE-280, 
controlled labour 
costs (buildings).

• High 
productivity for 
labour and land.

• Highly 
connected with 
the local 
market. 

• Scale economy. 

• High productivity 
for labour and 
land.  

• Highly connected 
with the local 
market. 

Weak 
points 

• Sensitivity to 
speculation and 
competitiveness 
to crops 
alternatives. 

• High labour 
cost for DE-230. 

• Competition 
with the 
subsidised biogas 
production. 

• No specific 
market. 

• Environmental 
requests.  
• Dependence 
on the weaner 
market and the 
feeding cost. 

• 
Competitiveness 
to crops 
alternatives. 

• Environmental 
requests.  

• Dependence on 
the weaner market 
and the feeding 
cost. 
• Competitiveness 
to crops 
alternatives. 
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5. IMPACT OF THE COST CRISIS ON PIG FARMS AND 
THEIR FUTURE 

 
5.1. The pork market: European and competitive 

 
In 2008, the EU-27 was the 2nd world pork producer, with nearly half of the Chinese 
production, but more than double that of the USA, the 3rd world producer. Trade with third 
countries has risen and could further increase in the future. But most of the outlets of EU 
pig production are in the EU (94%) and almost the entire supply of the domestic market 
comes from the EU (more than 99.5%). The EU is the 2nd largest pork exporter, behind the 
USA. 
 
In the EU, Germany is the main pork producer (around 20% of EU-27), followed by Spain 
(around 15%) and France (around 10%). Denmark and Poland both produce slightly less 
than France. Number 6 and 7 are the Netherlands and Italy, around 7% of the EU 
production each. The 2004 enlargement has had a big effect on the EU pork production 
(+18%). But, since then, it appears to be fairly stable, a slight increase in the EU-15 
production compensating a decrease in that of new members. 
 
The pork trade is free within the European Union and has no boundaries, except in cases of 
health problems, with limited effects in time. As a result, exchanges developed between 
member states upon the establishment of the Single Common Market. They have increased 
with the geographical expansion. 
 
It is perhaps possible to regard pork as a commodity: a product where only price is the 
determining trade factor. And, indeed, the majority of pigs produced in Europe are based 
on synthetic breeds and grain-based feeds, and quality payment is based on an EU-grading 
system; prices show comparable fluctuations throughout Europe.  
 
However, pork is not just a commodity, due to a number of factors: a) a wide range of 
meat products are produced from a pig, b) differences in slaughter quality (lean meat 
percentage, slaughter weight), c) castrated or non-castrated males, d) degree to which 
products are processed (from live animals and half carcasses up to final consumer 
product), e) product specifications (weight per product unit, fat layer, special meat 
shapes), f) meat quality (firmness, intramuscular fat content), and g) other aspects like 
uniformity, volume supplied, supply chain quality control, but also payment terms. 
Therefore, pork is not a real commodity, even if the final product is quite often not sold 
as a special or branded product. 
 
Some special products are marketed separately, like products from Iberico pigs in Spain, 
meat from heavy pigs in Italy, Label Rouge in France, or organic pigs, plus a variety of 
processed products like sausages. The market share of these niche markets, however, is 
estimated at only a few percent of the total EU production. 
 
Within the EU, the political mechanisms of price regulation are small-scale and of limited 
duration. Budget support for the pork market is very limited. Support is organised in EEC 
Regulation 2759/75 and consists of measures like export refunds and aid for private 
storage. These mechanisms are applied on an ad hoc basis, in times of very low pig meat 
prices in conjunction with high costs. Hoste (2008a) concludes that the Aid for Private 
storage mechanism is desirable as a crisis instrument for market control. 
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Pork import from non-EU countries is limited by import tariffs and sanitary barriers. The 
import tariff system is rather complex and depends on the type and state of product. For 
example, for deboned frozen pig meat the tariff amounts to € 0.869 per kg of meat. Hoste 
and Bondt (2006) conclude that due to this tariff the cost of supplying the European market 
for Brazil is comparable with the cost of supply from the Netherlands. However, the 
majority of current import volumes occur at lower or zero tariffs, within import quota and 
according to bilateral trade agreements. Sanitary barriers apply notably to Brazil, due to 
insufficient identification and registration of animals. 
 
Price formation follows free-market logic within the EU borders. This results in high price 
variability. The long-term trend is linked to production costs. Outside this trend, price 
fluctuations, which have always existed, seem to have increased in recent times (see Annex 
6 below). 
 
To pig price variability is added, as in 2007-2008, a greater variability in the feed price, a 
largely dominant factor of production (50 - 60% of production costs), with equivalent 
effects. This is hardest to bear by the most vulnerable farmers, particularly the new 
investors, but also by those who are highly specialised in pig production. The variability of 
the economic performance of the farms has an impact on the evolution of production 
structures. 
 

5.2. Main characteristics of pig production and farms in four countries 

 
5.2.1 Introduction 
 
For this study, as far as pig production is concerned, four EU countries are taken into 
account: France (FR), the Netherlands (NL), Germany (DE) and Poland (PL). 
For the Western European countries (FR, NL and DE), much information is available to 
study the effects of increased production costs. For Poland, however, there is minimal 
information available. The analysis for Poland is more concise than for the other countries, 
and is partly based on secondary sources. 
 

Table 5.1: Number of pigs, of farms and average farm size per country as well as 
EU-27 totals for the year 2007  

(Cells marked with # are based on the year 2005; cells with the @ mark refer to the EU-
25) 

  France Nether-
lands 

Germany Poland EU-27 
total 

Number of pigs (*1,000) 14,178 11,663 27,125 18,129 159,454 

Of which: number of sows 
(*1,000) 

1,203 1,145 2,502 1,767 15,771  
@ # 

Number of farms with pigs 
(*1,000) 

31.7 8.7 80 702 # 1,878  
@ # 

Average number of pigs per 
farm with pigs 

450 1,342 337 25 # 406  
@ # 

Source: SCEES, Ministry of Agriculture; LEI, 2008; DeStatis, 2008a; GUS, 2008; ZMP, 2008 
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As can be seen from Table 5.1, the average farm size in the Netherlands is well over 1,000 
pigs, whereas in France and Germany it is about 300-500 pigs per farm. In Poland, 
however, the size is much smaller, with some 25 pigs per farm. 
 
5.2.2. The pig sector in France 
 
After a sustained and steady growth between 1990 and 2001 (2.3% per year), the French 
pig population, especially sows, has been declining since 2001 by 0.6% annually. In 2007, 
France had nearly 15 million pigs, three quarters of which are located in the “Grand-Ouest” 
(Bretagne, Normandie, Pays de la Loire) (Figure 5.1). This concentration has increased with 
time because of pig production stability or decline in other regions. 
 

Figure 5.1: Evolution of pig herds in France from 1987 to 2007, geographical 
distribution in 2007 
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Source: IFIP from SAA 

 
In 2007, 46% of the 13,000 professional10 pig farms had both sows and fattening pigs and 
these “farrow-to-finish” pig units gathered 87% of the sows and two thirds of the fattening 
pigs of the country. 9% of the farms had only sows (“breeding units”, 12% of the national 
herd) and 45% had only fattening pigs (“fattening pig units”, 33% of the national herd). Pig 
farm concentration and size expansion is a continuous process. The average size of farrow-
to-finish pig units was about 160 sows and 800 fattening pigs, the average size of breeding 
pig units was about 100-120 sows (plus accompanying piglets) and the size of fattening pig 
units was about 360 pigs (from 30 to 115 kg) on average. For social and economic reasons, 
the minimum size for viability for specialised pig farms is currently evaluated to 200 sows 
(Roguet et al., 2008). Today, only 18% of French farms with sows are bigger than 200 
sows and they represent 52% of the sow herd (Figure 5.2). Specialised pig farms hold 
more than half of the French pig herd. Production under an official sign of quality is very 
limited in France, less than 5% of pig production for the “Label Rouge” and 0.2% for 
organic pork. 
 

                                          
10  Of the 31,700 pig farms in France, 13,000 have more than 20 pigs and represent 99% of the national pig 

herd. 
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In 2004, one third of farmers prepared the feed of their pigs at the farm, 30% with their 
own crops and 3% from purchase of grains and proteins (Martin-Houssard, 2007). Home-
made feed is more common in areas with low animal densities. 
 

Figure 5.2: Pig unit size distribution with number of pig units and number of sows 
per group in 2007 
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Source: IFIP from Ministry of agriculture (SCEES, 2007) 

 
French pig production has an unusual organisation. About 94% of pig production is 
produced within co-operatives (groups of producers), which are responsible for marketing  
and also often for the supply of inputs (like feed, veterinary services and buildings). 
French live pig external trade is quite marginal: 150,000 piglets and 99,000 finished pigs 
were imported in 2007 and 23,000 piglets and 480,000 fattened animals were exported 
(source: SCEES). The French pig meat industry had a self-sufficiency ratio of 106% in 
2007. 
 
5.2.3 The pig sector in the Netherlands 
 
The pig sector in the Netherlands currently consists of about 11.7 million pigs in 8.7 
thousand farms. The number of pigs developed in the 1980s to a level of about 15 million. 
With a number of governmental interventions, the pig sector declined by about 20%. In 
1997 there was an outbreak of Classical Swine Fever, which had severe consequences for 
many farms. The number of farms is showing a fairly constant decrease, of about 7% per 
year (Hoste, 2006), see Figure 5.3. 
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Figure 5.3: Number of pigs and farms with pigs in the Netherlands 
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In the Netherlands, pig farming is rather large-scaled and professional. The average pig 
unit size is 259 sows (plus accompanying piglets) and/or 688 fattening pigs per farm. 
About 30% of the farms have both sows and fattening pigs, 13% have only sows and 60% 
have only fattening pigs.  
 

Figure 5.4: Pig unit size distribution in the Netherlands, with number of pig units 
and number of animals per Group, in 2006 

 
Source: LEI, own calculation 
 
The size of fattening pig units shows wide variation. More than half of them have less than 
500 fattening places, many of them being part of a mixed farm, with for example dairy 
cows. A viable pig unit size of specialised fattening farms is at least 2,000 places. Only 
6.5% of the fattening pig units however, with 33% of the fattening pigs, have more than 
2,000 places (Figure 5.4). On the other hand, small fattening pig units at mixed farms are 
able to demonstrate quite sustained productions. 
 
In sow farming, the pig unit size shows less variation, with a majority over 200 sows 
(which could be seen as a viability threshold): 52% of the farms, with 80% of the sows. 
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Dutch farmers are independent from other parts of the supply chain, not being linked to 
either feed or meat companies. Almost half of the feed production in the Netherlands is 
cooperative-based. Also the Netherlands-based breeding company TOPIGS is farmer-owned 
and has a market share of about 90%. In the meat industry there is no cooperative 
company. The Dutch-German VION Food Group is owned by Dutch farmers’ group ZLTO. 
However, farmers only have a rather indirect connection to the group and are free to 
decide where to sell their piglets and slaughter their pigs. 
 
The Dutch pig farming sector annually exports about 5 million piglets, and 2.4 million 
slaughter pigs. In addition, almost half of the meat from domestically slaughtered pigs is 
exported. Germany is a major importer from the Netherlands for all of these products 
(piglets, slaughter pigs and meat parts). The Vion linkage between the Dutch and German 
pork industry chain is not the cause, it is rather a result of the long history of Dutch export 
to Germany. Pig meat exports, however, go to all other EU countries. Imports are of minor 
importance. The Netherlands has a self-sufficiency ratio of 251% (PVE, 2009). 
 
Within the Netherlands, the majority of the pig sector is located in the southern and 
eastern provinces (Noord-Brabant, Limburg, Gelderland and Overijssel). The high density is 
accompanied by a good sector structure and advantageous logistics, but also leads to 
environmental problems (like regional manure surplus, and ammonia emissions), which are 
controlled by transport of manure (up to 200 km, to arable farms) and technological 
solutions. Animal welfare is a very important topic in the Dutch pig industry, with a number 
of pressure groups involved in politics. Welfare requirements are ahead of the EU level. Due 
to the high societal requirements in a densely populated country, costs for labour and 
housing and for meeting the societal requirements are rather high. This has led to pressure 
on performance level, which in sow farming is at the top level worldwide. 
 
In the Netherlands, a production license system is in place, which effectively prohibits the 
expansion of pig numbers. However, since production rights are transferable between 
farmers, expanding means a purchase investment. Due to high fixed cost elements in 
Dutch pig farming, the number of pigs is barely influenced by price fluctuations. However, 
the number of farmers quitting production is clearly showing to be connected to the market 
price development. Then, farmers who are quitting sell their production rights to expanding 
colleagues. 
 
Pig farms usually buy compound feed from feed companies, or combine it with wet by-
products of the food industry (like extracted soy bean meal, citrus pulp pellets etc.). In this 
way rather large volumes of secondary feed products are used, which not only provide an 
advantage in terms of sustainability, but also buffer to some degree price fluctuations of 
raw feed materials. 
 
5.2.4. The pig sector in Germany 
 
Germany has about 27 million pigs, composed of 2.5 million sows and 17 million fattening 
pigs (DeStatis, 2008a). The number of fattening pigs in Germany has increased at the 
expense of sow numbers (Roguet et al., 2006, Hoste, 2008b). There are 80 thousand farms 
with pigs (year 2007), of which 36% have sows and 92% have fattening pigs. 
 
The average pig unit size in Germany is 87 sows (plus accompanying piglets) and/or 234 
fattening pigs. German pig farming varies in farm size, specialisation and performance 
level. 73% of the pig units with sows have fewer than 100 sows. Only 10% of the pig units 



The Impact of Increased Operating Costs on Meat Livestock in the EU 
__________________________________________________________________________________________ 

 

PE 419.109 95

with sows have over 200 sows; they represent approximately 51% of German sows 
(Figure 5.5). 
 
Figure 5.5: Pig unit size distribution, with number of pig units and number of 
animals per Group, in 2007 

Source: DeStatis (2008a), own calculation 

 
Table 5.2 shows the regional differences in pig unit size in Germany. Clearly, farms in 
southern Germany are smaller than the national average, unlike the states of the former 
German Democratic Republic in eastern Germany, which contains some very large farms. 
 

Table 5.2: Average farm size of pig units with sows and pig units with fattening 
pigs in 2005, per region in Germany (number of pigs per unit) 

Region Sows Fattening pigs 

Northwest 91 366 

East 243 404 

South 45 88 

Germany  75 213 

Source: Hoste, 2008b. 

 
Pig units in Germany are often part of a mixed farm. German pig farming is usually land-
based, which means that the farmers have arable land, with a proportion of them feeding 
their crops to their pigs or other animals. 
 
Farmers in Germany often cooperate in producer groups to buy feed or energy, or in sales. 
Often piglet trade finds a place within such producer groups. German farmers are not 
typically linked to other parts of the supply chain, except in some producer groups which 
have their own slaughterhouse or feed mill. 
 
The German pig fatteners import about 5 million piglets per year (mainly from Denmark 
and the Netherlands); and almost 1 million piglets are exported (Hansen, 2008b). Live 
slaughter pigs are also imported by the meat industry. Overall Germany has become a net 
exporter of pig meat, and its role in the European pig trade (and outside the EU as well) is 
growing. In 2008, it became the largest exporter, surpassing Denmark. 

0% 5% 10% 15% 20% 25% 30%

1 - 9

10 - 19

20 - 49

50 - 99

100 - 199

200 - 499

>= 500

farms sows
0% 10% 20% 30% 40%

1 - 9
10 - 49
50 - 99

100 - 199
200 - 399
400 - 999

1000 - 1999
2000 - 4999

>= 5000

farms fattening pigs



Policy Department B: Structural and Cohesion Policies 
__________________________________________________________________________________________ 
 

PE 419.109 96

 
The majority of pigs are located in Northwest-Germany (mainly in the states of 
Niedersachsen and Nordrhein-Westfalen). Due to the aforementioned land-based animal 
production, environmental problems are not comparable to the Dutch situation. However, 
due to increasing societal complaints about for example, odour, farmers have to invest in 
air scrubbers too. Animal welfare concerns have led to housing requirements that go 
beyond the EU level. 
 
The average performance level of pig production in Germany is nevertheless positioned well 
behind Denmark, the Netherlands and France. 
 
5.2.5. The pig sector in Poland 
 
In 2007, Poland had about 18 million pigs, made up of 1.8 million sows and 11 million 
fattening pigs. According to ZMP (2009), however, in November 2008 the number of pigs 
were counted at a much lower number of 14.2 million. 
 
In Poland there are 700 thousand farms with pigs. The average farm size is much smaller 
than in other countries in this study. A majority of the pigs are kept in backyards. 
About 90% of the pigs are kept in private farms, the rest in industrial farms. Of the private 
farms, about 44% have no more than 10 pigs, and 36% have 10-20 pigs. On the other 
hand, 85% of all Polish pigs are kept in farms with over 20 pigs. 
 
The majority of pigs are kept in the central-western part of Poland, with the highest density 
in the regions Kujawsko-Pomorskie and Wielkopolskie (Ministry of Agriculture and Rural 
Development, 2007). 
 
Pig units in Poland are often a (small) part of mixed farms, and subject to arable farming. 
Depending on market prices of feed stuffs and of piglets and slaughter pigs, crops can be 
fed to the pigs, or pig production is suspended and crops are sold. 
 
Polish farmers are not typically linked to other parts of the supply chain. However, there 
are three big industry players (Animex/Smithfield, Duda and Poldanor), with a fully 
integrated production. 
 
The Polish pig sector is rather self-sufficient in terms of piglets. Some piglets are imported, 
mainly from Denmark and the Netherlands. Also some slaughter pigs are imported for the 
rather small-scale meat industry. Poland is a net exporter of pig meat. 
 
Environmental care programs have been implemented, due to EU membership. Agricultural 
density, however, is low, and society’s acceptance of agriculture is rather high. The average 
performance level of pig production in Poland is positioned far behind Germany. 
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5.3. Cost comparison of pig production in 2007 

 
InterPIG11 made a cost comparison of pig production in the year 2007 (Fowler, 2008; 
Haxsen, 2008a). However, Poland is not represented in InterPIG. Therefore, based on the 
InterPIG calculation method, and using data from Hoste and Puister (2009), comparable 
costs for Poland have been calculated. Costs are given in Figure 5.612. 
 

Figure 5.6: Production costs of pigs per country in 2007 (€ per kg of cold 
slaughter weight) 

Source: InterPIG and own calculations 

 
From Figure 5.6, it can be seen that France had production costs of € 1.51 per kg, and the 
Netherlands had € 1.46 costs per kg cold slaughter weight. The production costs in 
Germany (€ 1.60) and Poland (€ 1.64) are higher than in France and the Netherlands. 
 
Feed costs in Western European countries were almost 80 euro cents per kg; in Poland, 
however, they rose to 100 cents, due to much lower productivity and feed efficiency. Feed 
accounted for roughly 50% of total production costs in the year 2007, and about 60% in 
Poland. In 2008, this share is higher, due to higher feed prices. 

                                          
11  InterPIG is an international group of pig production economists. Its goal is information exchange about the pig 

production in the participating countries and achievement of an annual comparison of cost of pig production. 
Costs are calculated for a farrow-to-finish enterprise, using the opportunity cost method, and based on 
representative country data regarding performance level and prices. Farm sizes are country specific: France 
148 sows, the Netherlands 300 sows, Germany 170 sows and Poland 80 sows, each of them with a 
corresponding number of rearing piglets and fattening pigs. 

12  InterPIG calculates production costs based on new buildings. Depreciation value may also be higher than 
observed in practice, and therefore total production costs. It minimises the share of feed in production costs. 
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Table 5.3: Feed cost per country in different periods and effect on production 
costs (Euro cents per kg slaughter weight) 

 Year 2006 Year 2007 Summer 2008 Difference: Summer 
2008 and year 2006 

France 65 80 103 38 

Netherlands  64 78 98 35 

Germany 63 77 105 42 

Poland 69 100 134 65 
Source: own calculations with InterPIG data. 
 
The different feed cost development as shown in Table 5.3, can be explained by feed 
efficiency differences, see Table 5.4. 
 

Table 5.4: Farm feed conversion ratio13 per country 

Country Farm feed conversion ratio

France 2.96 

Netherlands  2.79 

Germany 2.99 

Poland 3.18 

Source: InterPIG. 

 
It is clear that Poland has a rather high farm feed conversion ratio, which means that a 
price increase has an even more severe effect on the production costs. 
Large non-European producing countries demonstrate obviously lower production costs 
(Figure 5.7). 

                                          
13  Farm feed conversion ratio is calculated as the total feed use of a closed cycle farm (sows, piglets and 

fattening pigs), divided by the total live slaughter weight of the fattening pigs. 
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Figure 5.7: Production costs of pigs per country in 2007 (relative to Western 
Europe = 100%, which is an average of France, Netherlands and Germany) 
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Source: Based on Hoste and Puister (2009) 

 
As shown in Figure 5.7, production costs in the USA and Brazil are clearly lower than in 
Western European countries. However, the competitive position is also influenced by 
currency exchange ratios for example, which has led to difficulties for Brazil in 2008, and 
has meant the opposite to the US. 
 

5.4. Retrospective analysis of costs and incomes 1990-2008 

 
5.4.1. General information 
 

Figure 5.8: Price development of pigs in the EU 
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As shown in Figure 5.8, pig prices have increased since the beginning of the year 2007, 
but, as will be shown later, not enough to offset the higher feed costs. 
 
5.4.2 Costs and incomes in France 
 
In this study, we focused on farrow-to-finish units, by far the most representative pig 
production model in France. IFIP manages a database (called GTE for “Gestion Technique et 
Economique”) with about 3,000 pig units monitored for gross margin and 1,000 for 
production costs (Porc Performances, 2008). The recorded data concern only pig units, 
even when the farms run other productions (milk, crops, beef…).  
 
This database has some advantages compared to FADN data: 

• much more specialised farms; 

• production costs for only the pig unit; 

• individual data allowing calculation of the dispersion of indicators; 

• good territorial coverage.  
 
Nevertheless, a weak point of this database is the lack of large specialised farms in 
Bretagne being included in the calculation of production costs, but complements can be 
obtained from accounting centres or from simulations. 
 
From 1992 to 2005, feed price decreased every year, from 206 € per ton (for fattening 
pigs) to about 150 €/ton. The increase in feed price only occurred in 2006 to 2008 but it 
was a really dramatic one: 170€/ton in January 2007, 240 in December 2007, 260 in April-
May 2008 (Figure 2.4 and Figure F.1 in Annex 6)! Then, during the second half of 2008, 
feed price decreased by 25%. 
 
In the long term, feed price developments reflect those of grain prices (Figure 2.3). The 
adjustments of the CAP (1984-85, 1992, and 2000) have led to lower prices in this market 
sector. Feed prices also suffer from the impact of the high variability of nitrogen sources 
related to the soybean. 
 
In the French pig production the mean cost of energy is 0,027 euros per kg carcass weight, 
which has been a constant value for 15 years (Bartholomeu, 2007, Porc performance, 
2008). This represents about 2% of production costs, a proportion that is increasing as 
other costs are being reduced (except in 2007). Very wide dispersion between farms (ratio 
1 to 3) for this criterion shows that improvements can and should be made towards 
ecological and economic progress. The IFIP identified different ways to reduce energy 
consumption in pig buildings: to record consumption, to improve the thermal insulation of 
buildings, to optimise the heating, ventilation, lighting and distribution of feed 
(Bartholomeu, 2007b). 
 
As a consequence of the feed price increase, yearly mean margin over feed cost fell far 
below the trend (1,000 €/present sow for a farrow-to-finish unit) to reach 475 €/present 
sow in 2008, back to the bad years of 1998 and 1999 levels (Figure F.2). These past crises 
were mostly due to pig sale prices whereas the present crisis is much more a feed price 
crisis.  
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Even before this feed price crisis, other costs per sow (depreciation, labour, interest, 
equity, energy…) increased more rapidly than the margin trend, and so the profit eroded. 
Figure 5.9 shows that the net pig unit income (which in particular allows investing) is very 
volatile in connection with the cyclical changes in the price of pig and feed. But the feed 
crisis underlined a dangerous decreasing trend registered even before. 
 

Figure 5.9: Evolution of income (market price minus production costs) from 1993 
to 2008 
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Source: IFIP-GTE farrow-to-finish units,* (first semester) 

 
Calculated per kilo carcass weight, other costs have been steady thanks to the improving 
sow productivity. But, as shown on Figure 5.10, the positive effects of 20 years of 
productivity gains linked to the genetic progress and improved farming technologies have 
been erased in 2008 by the feed costs explosion. Feed costs represent more than 60% of 
production costs in 2007-2008. 
 

Figure 5.10: Evolution of feed and other costs per kg carcass weight from 1990 to 
2008 
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5.4.3 Costs and incomes in the Netherlands 
 
For the economic analysis of the Dutch pig sector, four different sources are used. At first 
BIN is used, cited as ‘LEI, Bedrijveninformatienet’. BIN is the national dataset used for the 
European Farm Accountancy Data Network. The second data source is ‘Kengetallenspiegel’, 
which is based on management information systems, representing about 35% of the sows 
(technical performance data; economic data concern only 16% of the Dutch sows) and 
13% of the fattening pigs in the Netherlands. Data, however, are split by sow units 
(including rearing) and fattening pig units. 
 
Based on Kengetallenspiegel and some other sources, a bi-annual cost calculation is made, 
the Biggenprijzenschema, cited as ‘BPS’. This gives a theoretical cost calculation of a new 
model pig unit, split into a sow unit and fattening pigs unit. 
 
The fourth source is LEI Price Information Desk, which gives representative monthly data 
such as for feed, energy, piglets and slaughter pigs in the Netherlands. 
 
In this analysis, feed and energy price developments and market prices for slaughter pigs 
are first shown. Then, from BIN, the Family farm income is given for specialised pig farms.  
As shown in Figure 2.4 and Figure F.3, the feed price has been decreasing steadily for 
many years. In summer 2007 the price started to increase very fast and then has declined 
from summer 2008. 
 
Energy costs represent only a small share of production costs. Total costs for heating (oil or 
gas), electricity and litter (sawdust) is about 3.6% of production costs in January 2009 for 
farrow-to-finish farms in the Netherlands. In 1995, Hoste had observed that energy 
consumption per sow or per fattening pig varied with a factor of 3 to 4 between farms. 
Figure 2.7 in Chapter 2 shows the price development of diesel oil in the Netherlands. 
Energy prices had increased to reach a peak at 96 € in July 2008, and since it has sharply 
declined toreach 55 € in January 2009. 
 
The market price for slaughter pigs shows a clear cyclical movement (see Annex 6-2). This 
so-called pig cycle, however, is disturbed by diseases, like the Classical Swine Fever 
outbreak in 1997. 
 
Due to fluctuations in costs and revenues as well, the Family farm income shows huge 
differences from one year to the next (Figure 5.11). 
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Figure 5.11: Average Family farm income per specialised pig farm in the 
Netherlands for three farm types (1,000*€/year)14 
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Source: LEI, Farm Accountancy Data Network 

 
Years 2004 to 2006 were rather good for the pig sector, as were 1996 and 1997 (Figure 
5.11). 2007, however, shows a very firm decrease of the Family farm income (minus 
90,000 € for a farrow-to-finish farm).  
 
The high feed prices in 2007 (and 2008) led to a huge loss, which in 2008 is partially 
compensated by higher market prices and decreasing feed prices. Therefore Family farm 
income is estimated to be positive again in 2008. For the year 2009, it is unclear yet 
whether decreasing feed prices will compensate for the decreasing market price of 
slaughter pigs. The observed differences between the three farm types are mainly caused 
by farm size (Table 5.5). 

                                          
14  Discontinuation due to a change of crop year to calendar year. 2007 (provisional data), 2008 (estimate). 
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Table 5.5: Farm figures of three farm types within BIN (Dutch FADN) in 2007 

 Farrow-to-finish 
farms 

Sow farms Fattening pig 
farms 

Number of farms in BIN 41 39 39 

Number of farms 
represented 

1,000 1,420 1,530 

Farm size in Dutch Size 
Units15 

160 135 71 

Cultivated area (ha) 11.6 7.4 7.1 

Number of sows 263 409 Not available 

Number of fattening pigs 1,733 174 1,454 

Share of gross margin from 
pigs 

91% 85% 90% 

Source: LEI, Bedrijveninformatienet; own calculations. 

 
15% of sows and 29% of fattening pigs are held on non-specialised farms. Their 
characteristics vary widely, although almost 9% of the fattening pigs are in dairy farms, 
11% in mixed livestock farms and 6% in mixed crop and livestock farms. This group of 
non-specialised farms is not uniform. However, in a qualitative way, their vulnerability 
concerning economic developments (including feed prices) will be discussed. 
 
5.4.4 Costs and incomes in Germany 
 
For Germany, income development data are derived from the national Farm Accountancy 
Data Network. Price developments of feed, energy and slaughter pigs come from ZMP.  
In this analysis, feed and energy price developments and market prices for slaughter pigs 
are first shown. Then from the German FADN, the Family farm income is given for 
specialised pig farms. 
 
Feed price has been quite constant until summer 2007. It then started to increase very fast 
and since summer 2008  it has shown a clear decline (Figure 2.4 in Chapter 2). 
 
Energy costs represent about 4% of the production costs in Germany (own calculation with 
InterPIG data). Except for a decline in the second half of 2006, energy prices had been 
increasing steadily since 2004. Between January 2007 and July 2008, the price of heating 
oil almost doubled, and since then a clear price drop has been observed. 
 
The market price for slaughter pigs increased in 2008, peaking at € 1.77 per kg in August 
2008, then went down to € 1.34 per kg in January 2009 (ZMP). Piglet price however first 
showed a firm decrease in 2007. From the very low level of 31 €/head, a correction took 
place, resulting in a price level of 58 € per piglet in February 2009. It may be concluded 
that the delay in the price increase of piglets, compared to that of slaughter pigs, was 

                                          
15  Dutch Size Unit is a real economic benchmark, with 0.261 DSU per sow and 0.044 per present fattening pig. 

DSU is used for cross comparability of agricultural sectors. 
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influenced by the fact that the increased feed price clearly had a much bigger impact for 
fattening pig farmers than for sow farmers. The piglet price was kept relatively low, to 
alleviate the economic disadvantage of fattening farmers. 
 
Due to fluctuations in costs and revenues as well, the Family farm income shows huge 
differences from one year to the next (Figure 5.12). 
 

Figure 5.12: Average Family farm income (including costs for hired labour) per 
specialised pig farm in Germany, and separated into specialised sow, fattening 
and farrow-to-finish farms (1,000*€/year) 
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As shown in Figure 5.12, the recent years 2004/05 and 2005/06 were rather good years for 
the pig sector, as were 1996/97, 2000/01 and 2001/02. The crop year 2007/08, however, 
shows a firm decrease of the Family farm income. Sow farms especially experienced a 
severe income drop to a level of just above zero, due to increased feed prices and low 
piglet prices (as already discussed above). The current (up to March 2009) price 
development of piglets and slaughter pigs shows a correction towards improved economic 
results for sow farmers at the cost of fattening pig farmers. 
 
5.4.5 Costs and incomes in Poland 
 
Some economic developments in the Polish pig sector (energy prices, market prices for 
slaughter pigs and figures on family income) are derived from statistical data from the 
Polish Ministry of Agriculture and Rural Development, which are available up to 2007. 
Monthly feed prices, however, are available from the Agricultural Markets Department of 
the aforementioned Ministry, up to January 2009.  
 
Feed price developments show a pattern that is comparable to other countries. This is 
logical, since market prices for feed ingredients are based on international market 
developments.  
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Market prices for feed, energy and slaughter pigs in Poland are not independent of price 
movements elsewhere. However, the Polish zloty to euro exchange rate fluctuations can 
attract exporters to the Polish market separately from the EU market, or vice versa, but 
also price movements in Poland may differ from those in the Euro zone. 
 
Just a few pig farmers in Poland are specialised. Most of the farmers with pigs are basically 
arable farmers (with a number of pigs too). When these farmers can benefit from high crop 
prices, why should they then feed the crops to their pigs? Due to high crop/feed prices in 
2007 and the fact that the market price increase for slaughter pigs was lagging behind, the 
low or negative profitability of pig production led to a sharp reduction in pig numbers in 
Poland. 
 
The Average monthly available income of households of farmers (mean for all 
specialisations) developed from 2,298 PLN in 2004 to 3,682 PLN per capita in 2007 (Figure 
5.13). Later developments are not given. 
 

Figure 5.13: Development of Average monthly available income of households of 
farmers (PLN/capita) 
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Source: Ministry of Agriculture and Rural Development, 2007 (own processing) 

 
The effect of rising feed prices in 2007 and 2008 cannot yet be found in the statistics. 
However, based on the fact that pig farming is usually just a minor part of farms, the 
income effect of increased feed prices could be very moderate. On the other hand, due to 
the fact that such farms are arable-based, high prices for feed stuffs mean high revenues 
for the arable farm. In the end, for such farms, the income effect of increased prices for 
feed ingredients could be positive for the farmers’ income.  
 

5.5. 2014 scenarios: simulation of costs and income according to 
scenarios of feed and pig prices 

 
The pig market is a free market within the EU, but it is also linked to the global market 
because of exports to third countries. Self-sufficiency of the EU-27 countries is about 106% 
in 2006 (EC, 2008). Pig prices tend to converge to average production costs. Farms with 
higher long-term production costs disappear (unless they target some niche market), which 
contributes to lower average costs. For the future, two realistic scenarios can be identified 
(cf. Chapter 3): 
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1. Grain and feed prices tend to decrease and pig prices are likely to increase. This 

scenario is called the “Baseline scenario”. 

2. Pig prices drop far below the average production costs of the EU due to an 
agreement in the WTO Doha Round on the December 2008 basis. This scenario is 
called the “WTO scenario”. 

 
The prices for soya meal have been reduced by 21% in both scenarios, compared to the 
price level in the year 2007. Coarse grain prices were reduced by 35% in the Baseline 
scenario and 42% in the WTO scenario. The price level of the complete feed ration for pigs 
is calculated to be 26.6% lower in the Baseline scenario and 30.5% lower than in 2007, 
within the WTO scenario. 
 
Based on a pig meat price of 135.2 €/100 kg of carcass weight in 2007, the price in the 
Baseline scenario is assumed to increase to 147.4 €/100kg. In the WTO scenario the price 
is assumed to have sunk to 120.89 €/100 kg CWE. 
 
For specialised pig farms, small changes in feed costs or market prices have a rather big 
impact on farm income. Feed cost is about 50-60% of the total production costs, and farm 
income is only a few percent of the total turnover of such farms, which means that little 
changes in market prices could lead to strong income fluctuations. 
 
Based on the price developments given by FAPRI for soya meal, coarse grains and 
slaughter pigs the economic effects are assessed in both scenarios. The feed price change 
will have a negative cost effect in the Baseline scenario of 21 eurocents per kg of slaughter 
weight. The market price in this scenario has an improving effect on the market revenues 
of 12 eurocents/kg slaughter weight. In total this would mean an increase of 33 eurocents 
per kg. 
 
In the WTO scenario the feed price evolution would lead to an advantage of 24 eurocents in 
feed costs, and the assumed lowered market price leads to a loss of 14 eurocents per kg of 
slaughter weight. This amounts to a total economic effect of the price amendments of + 10 
cents, in favour of the pig farmers, see Table 5.6. 
 

Table 5.6: Economic effects of Feed price and Market price evolution on pig farms 
(expressed in eurocents per kg of slaughter weight; a minus sign means a 
negative income effect) 

2014 scenarios Baseline WTO 

Feed price effect 21 cents 24 cents 

Market price effect 12 cents -14 cents 

Total economic effect 33 cents 10 cents 

 
The price effects are comparable in the Netherlands, France and Germany. For Poland, the 
economic effect would be even stronger (feed price effect 27 cents in the Baseline scenario 
and 31 cents in the WTO scenario), due to the lower feed efficiency. 
 
For a specialised fattening pig farm in the Netherlands, this would mean an income increase 
of 162,000 and 46,000 Euro per year, in both scenarios respectively. 
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These results do not sound very logical, since history shows that even little market price 
increases lead to an expansion of the production (see description of the pig cycle), and the 
fact that the market price usually follows the production costs. It may be expected that the 
advantage of 33 and 10 cents respectively will be translated into an adapted market price. 
 
Sensitivity analysis 
 
A sensitivity analysis is carried out in which the market price for pigs in the Baseline 
scenario is adapted to reflect the feed price advantage, resulting in a net income 
advantage of zero within this scenario. The resulting market price for pigs is then 
applied in the WTO scenario, since this price effect would hit the EU pig sector, without 
being further corrected by European border regulations. This market correction is reflected 
in a pig price of € 126.6/100kg carcass weight (instead of € 147.4 in the Baseline) and of € 
100.1 in the WTO scenario. With the lowered market price in the Baseline scenario, the 
economic effect on farm income is then about zero (Table 5.7). 
 
The effects of a possible WTO agreement on the market price are then calculated on the 
newly calculated ‘zero-income-effect’ base, as already described, which leads to an 
assumed market price effect in the WTO scenario of -47 cents. In combination with the 24 
cents positive feed price effect, this would lead to a loss of 23 cents per kg of slaughter 
weight. Table 5.7 shows the results. On a farm level, this means an income effect of -3,000 
€ in Poland to -117,000 € in the Netherlands.  
 

Table 5.7: Economic effects of Feed price and Adapted Market price evolution on 
pig farms (expressed in eurocents per kg of slaughter weight; a minus sign means 
a negative income effect) 

Scenarios Baseline WTO 

Feed price effect 21 cents 24 cents 

Market price effect -21 cents -47 cents 

Total economic effect 0 cents -23 cents 

 
The income effect on farm level is given in Table 5.8. 
 

Table 5.8: Farm income effect (1000 €/farm) per country within both scenarios, 
based on the adapted market price assumptions, and based on the given assumed 
farm size (number of fattening pigs per farm) 

Scenarios Assumed farm 
size 

Baseline WTO 

France 1,220 +2 -84 

Netherlands 1,733 -1 -117 

Germany 578 -0 -37 

Poland 48 +1 -2 
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As shown in Table 5.8, the income effect in the Baseline scenario is neutral, linked to the 
calculation assumption. The income effect on farm level in the WTO scenario has a severe 
impact on farms in the Netherlands and France, and also in Germany. 
Another study (Hoste and Bondt, 2006) gives some insight into the impact of a possible 
WTO agreement on the competitive position of European countries, compared to Brazil and 
the US, see Figure 5.14. 
 

Figure 5.14: Production costs for shoulder of pork and pork tenderloin delivery 
paid to the Ruhr region in Germany from various countries in the 2004 situation 
(€/kg product) 
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Source: Hoste and Bondt, 2006 

 
Figure 5.14 shows the impact of abandoning the import tariff. The costs for Brazil and the 
US to supply shoulder meat or tenderloin to the German market would then be lower than 
those of European producers. 
 
To conclude this scenario analysis of price changes towards 2014, only some indications 
and considerations can be given, since it is shown that rather moderate price changes will 
have severe cost and income effects.  
 
The effect of a lower (adapted) market price for slaughter pigs in the WTO scenario is much 
more severe than the lower feed price can compensate. The calculated effects in this 
scenario are so dramatic, that it can be doubted whether market prices will adapt to the 
new situation, since the global demand for pig meat is expected to rise in future.  
 
Some factors play a role on a worldwide scale, which can influence the development as 
described in this scenario. First, world pig meat demand is forecast to increase from 102.6 
million tons in 2007 to 124.9 million tons in 2017 (OECD-FAO Agricultural Outlook 2008-
2017) and world trade would increase from 5.8 to 7.7 million tons per year in the 
meantime. If, however, world production growth cannot be in line with demand, the market 
price will increase. It is also questionable whether non-EU countries would like to export to 
Europe, or would prefer to sell to demanding countries like China or other Far-East 
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countries, or Russia. In that case, just a small volume would be sent to Europe. But even a 
small volume could press the market price to a world market price level; it is however, 
more reasonable to forecast that a small import volume will have only a moderate price 
effect. A third point is the cost of energy. If energy prices increase to a structural higher 
price level, international transport will become more expensive, which also could slow down 
the intra-continental pig meat trade. If only a moderate volume of pig meat will be 
exported to the EU, the impact on the EU pig production will be rather limited, since the 
flexibility of the production volume in the EU to the market price is rather large, as is 
shown in the pig cycle (see Figure F.7 in Annex 6). 
 
In times of market shocks, the sustainability of a number of farms is questioned. EU 
potential production level may decrease. Crisis management tools are therefore necessary, 
without impeding the structural adjustment of farms (disappearance of the less efficient 
ones, growth of the remaining ones), required to maintain the competitiveness of the 
European industry. The European pig production has historically been poorly equipped with 
such devices. The few market management tools (export subsidies and aid for private 
storage) have tended to be dismantled. Only import tariffs and sanitary barriers remain in 
place. Propositions of tools for price risk management will be presented in Chapter 10. In 
the case of decreasing feed prices and consequently falling production costs, production 
volume will be increased, leading to a new equilibrium. 
 
If import tariffs are partially cut, another proportion of European farms will be weakened 
and may disappear. The restructuring of production will accelerate. Production costs of the 
remaining farms will conform to the new pig price level. In the long term, a new equilibrium 
is established between the demand, the domestic production and external supply. 
 
This scenario raises fundamental questions, which one must be prepared to answer if 
necessary: 
 

• What about the security of pig meat supply in the EU: should the EU potential pig 
production be maintained, or is dependence on imports accepted? 

• Safety and quality of imported products should be at least comparable to the 
indigenous production. 

• Coherence of public policies and societal choices with a European production under 
strong regulation to protect animal welfare, environment and workers, when 
imported products from non-EU countries hardly meet the same standards. 

 

5.6. Qualitative analysis of pig production systems faced with changing 
costs and meat prices 

5.6.1. Qualitative analysis of the French pig sector 
 
The dispersion of economic results among farrow-to-finish pig units is considerable and 
does not reduce with time. But the 2007-2008 crisis, linked to the explosion in feed prices, 
was much deeper than the previous ones: even the best third of pig units, the ones with 
the lowest production costs, lost money in 2008 (Figure 5.15). Up until then, these farms 
had remained profitable even in times of crisis (see years 1998 and 1999). 
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Figure 5.15: Evolution of production costs and pig prices from 1990 to 2008 
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Source: IFIP-GTE-TB, farrow-to-finish units, mean and extreme thirds for production costs 

 
The margin over feed costs varied, from about 450 to 1,200 euros per sow in 2007, 
respectively for the 10% least and most efficient farms. These differences in margin were 
mainly explained by different performances in the following areas: 
 

• in sow productivity, from about 1,500 to more than 2,000 kg carcass produced 
annually per sow; 

• in feed efficiency, from 1.80 to 1.65 kg of feed / kg of product in post-weaning and 
3.08 to 2.76 in fattening; 

• and in prices paid for feed (Table F.1 in Annex 6). 
 

An IFIP study has identified four main typical pig farms (Table 5.9; Ilari, 2003, 2007): 
 

• Specialised farrow-to-finish pig farms (52% of pig herd) with an average of 
240 sows and 1 200 fattening pigs and a Usable Agricultural Area of 54 ha; 

• Mixed pig and dairy farms (22% of pig herd) with a mean of 40 dairy cows, 350 
fattening pigs and 78 ha; 

• Pig and crop farms (40 sows and/or 315 fattening pigs, 84 ha) 

• Small mixed farms with pig, beef and crop production. 
 
Strengths and weaknesses of different pig farm types are presented in Table 5.9. 
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Table 5.9: Characterisation and Strengths and Weaknesses per farm type 

Year 2005 Specialised pig farms 
Farms with 

dairy cows and 
pigs 

Farms with 
crops and 

pigs 
Small farms 

Share of gross 
margin from pig 
unit 

76% 28% 30% 50% 

Share of pig 
farms 

18% 34% 25% 23% 

Share of pig 
herd 

52% 22% 15% 11% 

Mean size          
Sows 

240 40 40 40 

Average present 
fattening pigs 

1,220 350 315 250 

UAA (ha) 54 78 84 42 

Dairy cows 1 42 2 0 

Beef cows 2 6 6 22 

Technical 
performances 
(productivity of sows, 
feed, labour). 

Price and 
income risk 
management 
(diversification)

Self-
sufficiency: 
feed, 
spreading 
manure 

Price and income 
risk management 
(diversification) 

STRENGTHS 
Prices of production 
factors (feed, 
buildings…): 
economies of scale, 
bargaining capacity… 

  
Self-sufficiency: 
feed, spreading 
manure. 

Manure management. 

Technical 
performances  
(lack of 
specialisation). 

Technical 
performances  
(small size). 

Technical 
performances 
(lack of 
specialisation 
and small size). WEAKNESSES 

Sensitivity to feed 
price increase. 

Lack of 
economies of 
scale. 

Lack of 
economies of 
scale. 

Cost for delivery 
of feed and 
collection of pigs.

Source: IFIP calculation from Agreste data 

 
5.6.2 Qualitative analysis of the Dutch pig sector 
 
In the Dutch pig sector great variety is seen in family income on specialised pig farms. 
Even in years with an average low total farm income (years 2001-2003), some farms had 
very high incomes, and conversely in the years 2004-2006, with an average of 80-90 
thousand euros total farm income, some farms had negative total farm income. 
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Figure 5.16: Course of Gross margin (€/sow/year) (left) and Course of ‘Turnover 
minus feed costs (€) per average present fattening pig per year’ (right): average 
and 20% lowest and 20% highest farms per year 

Source: Kengetallenspiegel, own calculations 

 
As shown in Figure 5.16, there is an important gap of gross margin between the top 20% 
and the 20% least efficient farms, about 300 – 400 euros per sow in sow units and some 
60 euros per fattening place (about 20 euro per slaughtered pig) in fattening units. Gross 
margin is left for payment of non-feed costs (like piglet purchase, vet, medicines, energy 
and fixed costs such as building, labour, capital). Characteristics of the best and least 
efficient sow units and fattening units regarding gross margin are given in Table 5.10 and 
Table 5.11 respectively. 
 

Table 5.10: Characteristics of the best and least efficient sow units regarding 
Gross margin in 2007 

 20% 
least Average 20% best

Number of sow farms 100 496 100 

Revenues minus direct costs (€/present 
sow/year) 54 218 407 

Size of pig farm (number of sows) 213 314 427 

Number of raised piglets/sow/year 24.2 25.5 26.7 

Mean piglet price 31.5 34.7 38.9 

Performances during post-weaning    

Losses (%) 2.4 1.9 1.7 

Daily gain (8-25 kg, g/day) 333 338 337 

Mean piglets feed price (€/ton) 337 328 323 

Source: own calculations based on Kengetallenspiegel (without VAT) 
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Table 5.11: Characteristics of the best and least efficient fattening farms 
regarding Turnover minus feed costs in 2007 

 20% 
least Average 20% best

Number of fattening farms 293 1,431 274 

Turnover minus feed costs (€/present 
fattening pig/year) 42 70 100 

Size of pig farm (number of fattening pigs) 645 1,051 1,401 

Mean market price (€/kg hot slaughter weight) 1.157 1.180 1.203 

Performances during fattening    

Losses (%) 3.3 2.6 2.2 

Weight per piglet entered (kg) 25.0 25.3 26.0 

Carcass weight (kg) 91.4 91.0 90.1 

Feed conversion ratio (25-117 kg) 2.89 2.73 2.57 

Daily gain (g/day) 761 781 799 

Mean feed price for fattening pigs (€/ton) 204 207 201 

Net feed cost per kg Gain (€/kg) 0.516 0.557 0.592 

Source: own calculations based on Kengetallenspiegel (without VAT) 

 
According to Hoste and Puister (2009), differences in production costs among Dutch farms 
are mainly connected to differences in labour productivity, technical performance, purchase 
prices (of feed and piglets) and farm size. In sow farming, cost differences are mainly 
explained by labour productivity and technical performance. In fattening, labour 
productivity is also very important, but purchase prices (feed, piglets) and technical 
performance are the main explaining factors. Farm size gives only limited explanation in 
sow farming, whereas in fattening it was impossible to draw firm conclusions regarding the 
role of farm size, due to a lack of data. 
 
Strengths and weaknesses of different pig farm types are presented in Table 5.12. 
 
Specialised pig farms are more vulnerable to market price movements: not only because 
they are a) specialised in only one pig unit, but also b) because this pig unit is usually 
bigger than in mixed farms. So pig price movements have a more pronounced effect for 
these specialised farms’ economy. A third factor c) is that in Western Europe, farms have a 
rather high proportion of fixed costs to the total production costs (see also Figure 5.6). 
Therefore farms cannot easily quit production (temporarily) as in a number of Southern and 
Eastern European countries, in order to survive in times of bad prices, but are obliged to 
deal with lower prices. The cyclical pig price movements therefore have more pronounced 
impacts on the total farm income in Western European countries than elsewhere. Since 
specialised pig farms are more common in France and the Netherlands, and less so in 
countries like Poland, the former are more affected by bad prices. Farms in Germany are 
often mixed farms, giving this country an in-between position. 
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On the other hand, specialised farms have some other opportunities. Specialisation of the 
farm gives not only economies of scale, but also can lead to more focus on technical 
performance and product quality. 
 
The strengths and weaknesses in Table 5.12 are partly induced by the farm size. Big farms 
in general have more opportunity for bargaining on purchase prices (piglets, feed, and 
investment) and sales (piglets, slaughter pigs) and can take advantage of cheaper 
transport. They also have more opportunities to diversify labour tasks, hiring cheap 
workers for simple tasks like pen cleaning and more expensive qualified workers as well. 
 
Based on BPS’s bi-annual cost calculation, using monthly feed prices from LEI Price 
Information Desk, a cost development is assessed for Dutch farms. This calculated cost is 
combined with actual market prices for slaughter pigs, see Figure 5.17. 
 

Figure 5.17: Cost and Market price development of slaughter pigs (€/kg slaughter 
weight) 
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Figure 5.17 shows that production costs usually exceed the market price. This sounds 
illogical. However, in our calculation, production costs are based on opportunity costs, 
meaning that all labour input is calculated at full cost; also the full cost of equity (own 
capital) is taken into account, using a market interest remuneration. In practice, farmers 
are working for a common family income, and do not require full compensation of all labour 
and equity inputs. This is why it is usually acceptable that the market price in the long term 
is a bit lower than the calculated production costs. 
 
The pig sector in the Netherlands has other advantages, for example in the field of skilled 
staff, entrepreneurship, production size, knowledge and information exchange, service 
provision, availability of capital and a professional, export-oriented meat industry. 
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Table 5.12: Strengths and Weaknesses per farm type in the Netherlands 

 Specialised 
farrow-to-finish 
farms 

Specialised sow 
farms 

Specialised 
fattening pig 
farms 

Non-specialised 
farms with pigs 

Strengths Health status. 

 

Technical 
performance. 

 

Quality 
management of 
piglets for 
fattening. 

 

Price and 
income risk 
management 
(diversification).

Focus on 
technical 
performance in 
piglet 
production. 

 

Economy of 
scale in piglet 
sales, feed 
purchase. 

 

Labour 
diversification 
(skilled v. 
cheap cleaning 
labour). 

Economy of 
scale in piglet 
sales, feed 
purchase, 
investments. 

 

Frequent use of 
rather cheap 
wet by-products 
for feed. 

 

Focus on 
slaughter 
quality. 

Price and 
income risk 
management 
(diversification).

 

Manure disposal 
at own farm. 

 

 

Weaknesses Focus on 
technical 
performance 
can be diluted 
due to multiple  

pig units. 

 

Dependency on 
piglet market 
price. 

Sensitivity to 
prices (piglet, 
feed, slaughter 
pigs). 

Volume 
disadvantages 
(transport 
costs, 
marketability of 
small groups of 
piglets). 

 

Lack of 
bargaining 
opportunities, 
performance 
level. 

 

Quality of 
piglets to be 
purchased 
risky. 

Source: own assessment 
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5.6.3 Qualitative analysis on the German pig sector 
 
German farms show a clear deviation in economic results. For sow farm units in the 
German state of Schleswig-Holstein, the gross margin is shown in Figure 5.18, for all the 
farms and for the 25% best farms as well.  
 
These data are based on pig farms in the state of Schleswig-Holstein (SSH, 2008), as such 
information is not federally collected and is only available for some states. 
 

Figure 5.18: Gross margin in sow farming in the state of Schleswig-Holstein 
(€/sow, year) in different (financial) years. In blue is given the average of all 
farms, in green the level of the 25% best farms 

Source: SSH, 2008 

 
For the financial year 2007/08, sow farms show a clear drop in Gross margin. It can also be 
seen that the gross margin of the top 25% farms (with the highest gross margin per sow) 
is twice the level of the average. SSH (2008) describes that the lowest 25% gross margin 
farms have a level of € -51 per sow and year. Farms with low gross margin will in the 
longer term not be able to reinvest and thus have the risk of being forced to eventually quit 
production. From SSH (2008) it can be derived that the better performing farms are bigger, 
with a higher performance level, higher prices for piglets and lower prices for feed than the 
farms with the lowest gross margin. 
 
Due to the fact that pig farms in Germany are often mixed farms, the vulnerability of the 
farms to changing prices is lesser than in countries with more specialised farms. 
 
However, as shown in Table 5.4, the feed efficiency on German farms is worse than on 
Dutch farms, which leads to higher cost increase with rising feed prices. So, on the one 
hand, increasing feed prices have more impact on German farm production costs than in 
the Netherlands. On the other hand the majority of German farms have their own land 
available and grow their own crops. Even with increasing production costs due to high feed 
prices, the expenses of these farms are not increasing comparably. However, the potential 
income for grain crops is not as high as if they had been sold. Generally speaking German 
farms are less vulnerable and their risk is more spread out than in the Netherlands or in 
France. Table 5.13 gives strengths and weaknesses per farm type in Germany. 
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Table 5.13: Strengths and Weaknesses per farm type in Germany 

 Specialised 
farms North-
West Germany 

Big specialised 
farms Eastern 
Germany 

Small, mixed 
farms, South 
Germany 

Non-specialised 
farms with pigs 

Strengths Technical 
performance. 

 

Supply chain 
structure 

 

Vicinity of 
consumers 

Health status & 
technical 
performance 

 

Economy of 
scale. 

 

Ample land 
around for crop 
production and 
manure 
disposal 

 

Risk spread 

 

Focus on 
slaughter 
quality. 

 

Market price a 
bit higher than 
elsewhere in 
Germany 

Price and 
income risk 
management 
(diversification).

 

Manure disposal 
at own farm. 

 

 

Weaknesses Piglet 
availability from 
Denmark and 
the Netherlands 
reduce 
economic 
performance of 
sow farmers 

 

Vulnerable to 
price 
fluctuations, 
due to high 
specialisation 

Economy of 
scale 

 

Lack of 
bargaining 
opportunities, 
performance 
level. 

Volume 
disadvantages 

 

Lack of 
bargaining 
opportunities, 
performance 
level. 

 
 
5.6.4 Qualitative analysis on the Polish pig sector  
 
The total number of Polish farms shows a decrease of 10% over the years 2000-2007, 
although this is only due to a reduction in farms smaller than 2 ha. No specific data are 
available for the development of the number of Polish farms with pigs. 
 
There are a great number of arable farms with just a few head of pigs. Such farms have 
their risk distribution as a strong point. Another strength is that they can easily adapt to 
changing market circumstances: as market prices for pigs go down and/or piglets are too 
expensive, the number of fattening pigs is reduced. Or, if the feed prices are high, such 
farms prefer to sell the feed stuffs, instead of feeding them to the pigs. Weaknesses for 
such farms are the health status and performance level. 
 
In Poland there are some pig integrations. These benefit from professional organisation, 
with focus on performance, volume and quality control. It can easily be imagined that such 
farms are more vulnerable to market price fluctuations. 
 
Polish figures for pig fattening farms in the FADN database cover about 63% of the pigs in 
Poland, which means that roughly two-thirds of the pigs are kept in specialised farms. 
These small farms have only 48 pigs on average. They showed a margin over operating 



The Impact of Increased Operating Costs on Meat Livestock in the EU 
__________________________________________________________________________________________ 

 

PE 419.109 119

costs of 20.6, 14.6 and 15.2 € per pig respectively in the years 2004 to 2006 (EU, 2009). It 
may be assumed that the other third of Polish pigs live on mixed farms. Table 5.14 shows 
strengths and weaknesses per farm type in Poland. 
 

Table 5.14: Strengths and Weaknesses per farm type in Poland 

 Specialised family farms Big integrations Back yard 

Strengths Home grown feed crops 
lead to lower feed price 
risk 

 

Health status & 
technical 
performance 

 

Economy of scale. 

 

Very flexible in 
production volume 

 

Less dependent on 
market price 

Weaknesses Technical performance 

 

Supply chain structure 

 

Quality of feed not 
always sufficient 

Vulnerable for 
price fluctuations, 
due to high 
specialisation 

 

Risk for spread of 
disease  

 

Volume dependent 
on cost level of 
feed (and piglets) 
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6. IMPACT OF THE COST CRISIS ON POULTRY FARMS AND 
THEIR FUTURE 

 

6.1. The poultry meat sector in the EU 

 
6.1.1 Introduction 
 
The poultry meat sector can be divided into different sub-sectors, like broilers, turkeys and 
ducks. However, the main type of poultry is broilers as they account for 74% of the total 
EU poultry meat production in volume terms. The remaining production comes from other 
species like turkey, ducks and guinea fowls. The main poultry meat producing EU countries 
are, in order of importance: France, the UK, Spain, Germany, Italy, Poland and the 
Netherlands. In this report, we focus on broiler production only. In each EU country, broiler 
meat is the most important type of poultry meat. For broiler meat the main producers are, 
in order: the UK, Spain, France, Germany, Poland, Italy and the Netherlands. Since 2001, 
the total production of broiler meat in the EU-25 has been stable. The selected countries in 
this research project are France, the Netherlands and Poland. France is a large producer of 
poultry meat with an integrated production structure. France also has a substantial 
production of high quality (Label Rouge) poultry meat. The Netherlands has a highly 
specialised group of farmers and exports a large part of the production. The production in 
the Netherlands is, in contrast to many other countries, non-integrated. Poland is also an 
important producer with a growing production. In Poland there is a large group of small 
producers. Table 6.1 gives an overview of the production and farm structure in France, the 
Netherlands and Poland.  
 

Table 6.1: Poultry production, number of chicken broilers and farm size structure 

 France The 
Netherlands 

Poland 

Production poultry meat 
(*1,000 ton) 

1,860 626 1,090 

Production broiler meat 
(*1,000 ton) 

1,009 603 730 

Number of broilers (*1,000) 125,360 44,500 83,280 

Farm size *  

1-99 63,530  
(1%)

654,450 
(14%) 

100-4999 6,870  
(9%)

10   (0%) 8,530   (2%) 

5000-49.999 4,890 
(60%)

380 (24%) 1,790 (41%) 

50.000-99.999 470 (24%) 240 (38%) 180 (14%) 

100.000 and more 60   (6%) 110 (38%) 100 (29%) 

* number of farms with % of animal per farm size group 

Source: ZMP, 2008 
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6.1.2 The poultry sector in France 
 
France is the leading EU poultry meat producer but ranks only third for broiler production 
(behind the UK and Spain), with nearly 1.85 MT of poultry produced in 2008 and 1 MT of 
broiler (the balance is mainly turkey and duck).  
 
French poultry production, which has been declining since the end of the 1990s due to a 
large decrease in export markets (in the EU and non-EU countries), is now tending to 
refocus on its internal market, and is characterised by a wide variety of breeds and 
production systems (standard, certified, Label Rouge and organic). In 2007, 23% of poultry 
were produced under a sign of quality (26% in chickens).  
 

Figure 6.1: Share of Official signs of quality in chicken slaughter in 2007 
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Source: SSP Ministry of Agriculture 

Figure 6.2: Development in French chicken production (1,000 T)  
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Source: SSP Ministry of Agriculture 

Poultry farming is today concentrated in the west of France (“Grand-Ouest” region) in spite 
of the beginnings of a geographical redistribution. Currently, still 35% of slaughterings take 
place in Bretagne (despite a drop of 33% since 1998), and 27% in the Pays de la Loire. The 
latter region as well as South-West France and Bourgogne have reinforced their shares in 
the national production over the last few years; all three of them are clearly geared 
towards producing quality poultry. 
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In 2000, about 20,000 farms employing roughly 14,000 full-time job equivalents, and 
holding 16 million m² of poultry houses covered the bulk of the national poultry production. 
Most of these farms are non-specialised since 70% of them have a poultry unit income 
representing less than 75% of their total farming income. 
 
The most recent data available on poultry farm structures come from a study conducted in 
2004 by the SCEES (French Ministry of Agriculture Statistics Department) via a survey 
carried out among 8,000 poultry farmers in 48 areas (“départements"). This survey 
revealed the great diversity in farm size according to production systems. Out of the 
surveyed sample (which was not exhaustive), half the chicken farms included poultry 
housing with an outdoor run (Label Rouge production), with an average surface area of 650 
m² of housing per farm. The other half of the farms housed closed buildings (standard 
broiler production) with an average surface area per farm of 1,450 m². 
 

Table 6.2: Broiler and Label Rouge chicken houses in France in 2004 

 Farms Houses Surface Areas 

 Number % Number %

Ave-
rage

/ 
farm

in m² % 

Ave-
rage

/ 
farm

Chickens with outdoor 
run 7,645 50 25,793 66 3.4 5,008,494 31 654 

Broilers in enclosed 
buildings 7,639 50 13,408 34 1.8 11,104,105 69 1,45

3 

Source: compilation ITAVI from AGRESTE – 2004 Aviculture Survey 

 
In France, as in most countries throughout the world, standard poultry production units are 
integrated by the industry, i.e. the use of contracts to vertically coordinate the poultry 
production is a very common practice. Producers remain the owners of production 
buildings, but most technical choices (from one-day chicks to feed suppliers, or even the 
type of buildings) are made by the integrator (feed mills or slaughterhouses), who also plan 
chick placements in relation to the market needs. Producers are often grouped in 
production organisations (producer groups, mainly cooperatives), who negotiate the terms 
of the contracts with the industry. In France, most contracts afford the producers some 
guaranteed margins.  
 
The scheme is a little different in the Label Rouge (LR) production system, where 
production is managed by “quality groups”. Each quality group brings together the major 
stakeholders in the production chain, namely: input suppliers, chicken farmers (usually 
organised as a farmer group or cooperative), and slaughterhouse(s). The quality group is 
responsible for the enforcement of the internal rules (“cahier des charges” = 
specifications), the production organisation, the commercialisation and communication. 
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6.1.3 The poultry sector in the Netherlands 
 
The gross domestic production (in carcass weight) was 676,000 tons in 2007. The total 
production of broilers was 603,000 tons. The remaining production was turkey and other 
poultry (ducks, geese, guinea fowls). For broiler meat the Netherlands ranks in 7th position 
within the EU. More than half of the production is exported, mainly to Germany and the UK. 
Imports of poultry meat, including cooked and preserved meat and meat products reached 
494,000 tons in 2007. Substantial imports from third countries came from Brazil 
(unprocessed and cooked poultry meat) and Thailand (cooked poultry meat).  
 
In the Netherlands, broiler production is 96% of the volume of total poultry meat. Within 
broiler production there is only a very limited production in organic (less than 1%) and 
certified (slow growing) broiler production (less than 1%). This means that almost all 
broiler production is the standard chicken.  
 
Broilers are mainly kept on specialised farms. In total, 695 farms grow broilers. The total 
number of broilers in 2008 was 44.4 million. 340 farms with broilers can be classified as 
specialised and those farms keep 66% of the broilers. On a specialised farm more than 2/3 
of the total gross margin comes from broilers. 
 
Figure 6.3 shows broiler number developments from 1990 to 2007. Numbers decreased in 
2003 as a result of the avian influenza outbreak. In the years after 2003 the sector was still 
suffering from the economic damage caused by this outbreak. 
 

Figure 6.3: Number of broilers in the Netherlands in the period 1990-2007 
(million head) 

0,0

10,0

20,0

30,0

40,0

50,0

60,0

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

broilers
  

Source: CBS & LEI 

Poultry meat production in the Netherlands is non-integrated. This means that each link of 
the production chain is independent from the others. Slaughterhouses, hatcheries and feed 
mills are separate independent companies. In other countries, like France and Italy, these 
companies are owned by one integrator. Broiler farmers also operate independently. 
Farmers buy day-old chicks from a hatchery and the feed from a feed mill. The birds are 
grown and sold to a slaughterhouse. This is done based on a long-term agreement for the 
supply of chickens. The consequence of the Dutch system is that farmers are directly 
confronted with market fluctuations for feed and broilers. 
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6.1.4 The poultry sector in Poland 
 
In 2007 the total Polish poultry meat production was 1,090,000 tons (ZMP, 2008) This 
production gives Poland the number 6 position within the EU-27. Broiler meat accounts for 
730,000 tons of the total poultry meat production and production of turkey and duck is also 
important. The main poultry production areas are Wielkopolskie, Mazowieckie, Lodzkie and 
Lubelskie (total of more than 50%). In 2007 the self-sufficiency ratio was 112%. Poland 
has many small farms, of which a large number produce mainly for home consumption. In 
the statistics (see table 6.1) these farms have 1 to 99 birds. Poland has 8,530 farms with 
100 to 4,999 birds and 2,070 farms have more than 5,000 birds. In comparison with other 
EU countries in west and south Europe, Poland has many small-scale farms. In the years to 
come, a rapid decrease in farm numbers can be expected and efficiency will be improved. 
 

6.2. International comparison of broiler production costs in 2007 

 
Standard broiler production costs in the reference year 2007 were calculated for the 
following EU countries: the Netherlands, Germany, France, the United Kingdom, and Poland 
(van Horne, 2009). These calculations were performed by collecting the most important 
data for each country (the technical results, the variable and fixed costs, and the prices) 
and determining broiler production costs in each country using a uniform calculation 
method. Figure 6.4 shows the results for broiler farms. 
 

Figure 6.4: Production cost for broilers (euro per kg of live weight). Base year 
2007 
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Source: van Horne, LEI report 2009-004 

 
Among EU countries, Poland had the lowest production costs in 2007, namely 0.754 € per 
kg live weight. In the Netherlands, the average production costs were nearly similar at 
0.759 €. In France, the production costs were about 5% higher than in the Netherlands 
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(0.794 €). Dutch farms combine good production performances with relatively low feed 
prices. Conversely, Dutch broiler farms are confronted with high manure-disposal costs, 
more expensive poultry houses and higher energy costs (energy tax). The Dutch manure-
disposal costs in particular constitute a high cost item that is not incurred by broiler 
farmers in France or Poland. It should be emphasised that this research was conducted 
based on the situation in 2007, i.e. before the full cost increase for feed and energy that 
occurred in 2008. 
 
Figure 6.4 also presents production costs for a number of countries outside the EU, namely 
the USA, Thailand and Brazil (van Horne, 2009). In 2007, the US producer production costs 
for chicken were 32% lower than in the Netherlands, whilst in Brazil production costs were 
33% lower. In Thailand, the production costs were 13% lower than in the Netherlands. The 
lower production costs in the USA and Brazil can be largely explained by the low feed price. 
This is the result of a large local supply of feed ingredients for animal feed. For Brazil and 
Thailand, favourable climate conditions and low labour costs are important factors. In the 
non-EU countries, production costs are also reduced by the lack of regulations and 
legislation comparable with those within the EU. Examples include the prohibition in the EU 
of the use of antimicrobial growth stimulators and meat-and-bone meal in poultry feed. 
 

6.3. Retrospective analysis of the production costs and incomes 1990-
2008 

 
6.3.1 Method and representativeness of the panel of poultry farms surveyed 
 
In France, ITAVI collect technical and economical data from producer organisations. For 
standard broiler production, the samples represent 30% of national production, more than 
60% for certified production and more than 70% in Label Rouge production. All together, 
this represents about 40% of national chicken volumes. Nevertheless, only average results 
are available and we cannot obtain any variability indicator.  
 
In addition, a survey is carried out yearly by the “Chambres d’Agriculture” of the Grand-
Ouest which concerns 800 farms, representing approximately 10% of French chicken 
production. This survey gives some indication of the variability of performances and 
economic results among poultry enterprises. 
 
In the Netherlands, the Farm Accountancy Data Network (FADN) contains a sample of the 
farms and holdings from the Landbouwtelling (Dutch Agricultural Census). The sample falls 
within specified limits. The holdings falling within the specified limits encompass some 75 to 
80% of all holdings.  
 
The principles and definitions that have been employed since 2000 differ from those used in 
the past. For this reason, the databases for the earlier years are not linked to those for the 
later years. The data for the earlier years (derived using the old methods) cannot – and 
may not – be compared directly with the more recent data. 
 
6.3.2 Costs and incomes in France 
 
Costs: 
 
Feed and chick costs per kg of live weight are assessed by ITAVI from the technical 
indicators collected (feed conversion index, live weight, number of rotations per year, etc.) 
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and contract prices provided by the organisations; these prices are not market prices and 
can sometimes follow trends that are quite different from feed or chick production cost, 
particularly when prices are very volatile; contract price changes are often cushioned and 
delayed compared to “real costs”, i.e. production costs of feed (for the feed mill), or chicks 
costs for the hatchery. Building costs are calculated on the base of recent investment 
(average prices for new buildings in the last five years) and labour costs are assessed on 
the base of two SMIC (minimal salary) for 1 full-time Labour Unit (3 000 m² of buildings in 
standard production and 2 000 m² for Label Rouge production). Operational costs are 
provided by the annual survey of the “Chambres d’agriculture” of individual farmers. 
Each month, ITAVI elaborates a more reactive indicator for poultry feed costs, in relation 
with changes in raw material prices: the optimised raw material cost of a poultry feed 
(which represents about 80% of the global feed cost). We have used this indicator to 
estimate the 2008 production cost. 
 
After a long-term decrease trend since 1990, feed costs rose very strongly in 2007 and 
2008, as shown in the following figures. The average raw material cost increased in 2008/ 
2006 by about 54% in Label Rouge feed and 55% in broiler feed (Figure 6.5), i.e. an 
increase of 44% of the feed cost if you assess that the feed cost is composed of 
approximately 80% of raw material cost and 20% of fixed cost. 
 
Very few poultry farms produce their own feed (except in some Label Rouge farms, in the 
south west of France). More than 95% of the poultry feed is produced by industrial feed 
mills. 
 

Figure 6.5: Recent evolution of raw material cost for chicken feed (broiler and LR 
chicken) 
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Figure 6.6: Long-term trend of contract feed prices for broiler 

200.0

210.0

220.0

230.0

240.0

250.0

260.0

270.0

280.0
19

90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

Contract feed prices (€/T)
Polynomial (Contract feed prices (€/T))

 

Source: ITAVI calculations from own survey of production organisations 

Figure 6.7: Average composition of poultry feed 
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Source: ITAVI according to Agreste SSP 2006 

 
The proportion of cereals in poultry feed is higher than in an average animal feed (Figure 
6.7). The proportion of soya cake is higher too (24% vs. 17%). So, the impact of the rise 
of cereals and soya prices was bigger on poultry feed costs. Moreover, poultry feed is very 
concentrated in both energy and proteins, and it is difficult to diversify the composition of 
the feed in order to optimise the cost. 
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The feed conversion index is far higher for Label Rouge chicken production than for 
standard broiler (3.13 vs. 1.85) in relation to the use of slow-growing breeds and higher 
slaughtering ages. Consequently, the impact in absolute value of an increase in feed cost is 
more considerable in Label Rouge production. But, because of a larger proportion of feed 
cost within the global production cost for broiler production than for Label Rouge chicken 
(Figure 6.8), the simulated relative impact is smaller (Figure 6.9). 
 

Figures 6.8 and 6.9: Composition of the standard and LR chicken production cost 
2007 

 

 

 

 

 

 

 

 

 

 

Source: ITAVI calculations from own survey of production organisations 

 
The energy cost (estimated through heating costs) ranks third among variable costs, after 
feed and chick costs. It represents 4.68 €/m² in 2007 (2.3% of the global production cost 
for broiler production and nearly 10% of the margin on feed and chick costs). In Label 
Rouge production, it represents 3.5% of the total production cost and 11% of the margin 
on feed and chicks costs. 
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Figure 6.10: Impact of the increase of feed costs on the final production costs in 
standard and LR chicken production (estimate for 2008) 
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Source: ITAVI calculations 

Margins and incomes: 
 
In France, the only prices available in poultry production for feed and chicks and also for 
ready-to-slaughter chickens are contract prices, as explained above. The MPA (“Marge 
Poussin Aliment”) or “margin on chick and feed cost” is the most common indicator of what 
is paid to the farmer. After deduction of other variable costs (paid by the producer, such as 
water and energy, veterinary costs, hired labour costs, and so on), we obtain the gross 
margin. 
 
Figure 6.11: Evolution of margins on feed and chick costs and gross margins for 
broiler and Label Rouge chicken production unit in current €/m²  
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Figure 6.12: Insufficient gross margins  

Broiler chicken      Label Rouge Chicken 

Source: Chambres d’agriculture annual survey and ITAVI calculations 

 
For a unit of 3,000 m² in broiler production (one full-time job), the gross margin can be 
evaluated at 85,000 euros in 2007/08, and for 2,000 m² in Label Rouge production, the 
gross margin is assessed at about 55,600 euros. With this gross margin, the farmer has to 
pay his fixed costs and his family labour. We have assessed theoretical costs based as 
follows: 
 
- For fixed costs, on the situation for a new investor (recent building, less than 5 years 

old) 

- For labour costs, on the basis of two SMIC (minimal salary) for one full-time job.  
 
After deduction of fixed costs (Figures 6.12), the available amount is quite insufficient to 
cover the labour cost. This observation can explain the results of the survey carried out by 
ITAVI every year, which shows that very few new poultry houses have been built for the 
last five years. In other words, the level of average gross margins, both in standard and 
Label Rouge chicken production is currently insufficient to remunerate capital and labour. 
Only the most efficient producers, because of higher technical performances and good 
contract prices (due to the good market position of their downstream partners) are able to 
meet this objective.  
 
The survey carried out by the “Chambres d’agriculture” gives some assessment of the gross 
margin variability for standard broiler production in 2007/08: the 25% lowest gross 
margins are situated at 14 €/m²/year compared to the 25% highest margins situated at 
43.50 €/m²/year (average at 28 €/m²/an). Productivity factors (kg of live weight 
produced/m²/year) explain 58% of the gap between lower and higher margins, principally 
due to the number of rotations, laid down by the integrators (the farmer has no choice). 
Differences between organisations are substantial too: from 26 €/m²/year to 34 €/m²/year, 
due to varying numbers of rotations and contract prices.  
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In the Label Rouge production, the gaps between the 25% lowest and 25% highest gross 
margins are not as big (20 €/m²/year to 35 €/m²/year, average at 28 €). These gaps are 
explained by two major factors: the number of rotations and the organisation. 
 
6.3.3 Costs and incomes in the Netherlands 
 
Costs: 
 
Broiler production costs are dominated by feed costs. Figure 6.13 gives a composition for 
the situation in the Netherlands in 2007. Feed costs account for 56.4% of the total and 
day-old chick costs account for 17.4%. Fixed costs are the costs for depreciation, interest 
and maintenance of poultry houses and equipment and are 7.6% of the total cost. Other 
variable costs are costs for example litter, animal health and bird catching (by hired 
workers). Energy costs are for heating and electricity (mainly for ventilation) and represent 
a share of 4.2%. 
 

Figure 6.13: Composition of production costs for broilers in the Netherlands in 
2007 
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Source: LEI report 2009-004 

 
Dutch broiler farmers buy one day-old chicks from a hatchery and feed from a feed mill. In 
general broiler farmers have no contracts with these companies and can freely change 
suppliers. The feed mill buys ingredients on the world market. The feed price to be paid by 
the farmer is made up from the ingredient prices, milling and transportation costs. In this 
situation there is a direct relationship between prices for feed ingredients (like maize, 
wheat and soybeans) and the poultry feed price. There is hardly any ‘farm made feed’ on 
broiler farms. LEI collects prices for different types of feed from 30 to 40 feed mills. These 
prices are weighted by the market share of each feed mill. Figure 6.14 shows broiler feed 
price developments from 1990 to 2008. The figure clearly shows the rapid increase in feed 
price starting in 2007 and reaching a maximum level in August 2008. Since then the price 
has decreased again.  
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Figure 6.14: Development of the price of broiler feed  
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Source: LEI price information desk 

 
In 2008, there were also considerable changes in energy prices. Broiler farmers have to 
heat poultry houses to 32 degrees Celsius to give a good start for one day-old chicks. 
Compared to other livestock sectors, the energy input in broiler production is high: energy 
prices are an important factor for broiler farmers. In January 2009 the price of diesel oil 
was back at the level of January 2007. 
 
Margins and incomes: 
 
Dutch broiler farmers are paid by the slaughterhouses according to the market price. This 
market price depends on the price of broiler meat (whole carcasses and cuts such as 
breasts, legs and wings) on both domestic and export markets. Depending on the specific 
situation of a processor (domestic vs. export-oriented; selling whole birds or cut-up parts) 
there can be differences in the prices paid for the broilers. LEI collects broiler market prices 
from several large and medium-size processors and publishes a monthly mean Dutch price. 
Figure 6.15 shows the development of the broiler market prices between 1990 and 2008. 
The figure shows that during 2007 and 2008 market prices did increase. However, at the 
end of 2008 prices started to decline. 
 
Figure 6.15: Development of market price for broilers (euro/kg live weight)  
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The Farm Accountancy Data Network (FADN) gives insights into the financial performance 
of broiler farms (see Figure 3.2). In December 2008 LEI published the results for 2007 and 
gave an estimate for the year 2008 (LEI, 2008). 
 

Figure 6.16: Family farm income development in the Netherlands on broiler farms 
(euro/ farm) 
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Source: LEI , FADN 

Figure 6.16 shows that family farm income fluctuates from one year to the next. These 
fluctuations are mainly caused by changes in input prices (e.g. feed prices) and in market 
prices for broilers. In 2006 income was low as a result of low market prices: demand for 
poultry meat was low because of wide media attention for avian influenza in wild birds in 
some European countries. In 2008 average income is estimated to be around nil. Despite 
higher market prices for broilers, the increase in input cost (especially feed) was too great 
to generate an income for the farmer. 
 
There is considerable variation in income. Figure 6.17 gives an idea of the variation in 
income on broiler farms after an adjustment for size. The income is calculated per full-time 
worker. Figure 6.17 shows that in a year with, on average, no income (e.g. 2004), 10% of 
the broiler farms have an income of under –40,000 euro (lowest 10%) and in the same 
year there is a group of broiler farmers with an income above 50,000 euro (highest 10%). 
 
Figure 6.17: Variation in Family farm income (per full-time worker) in the 
Netherlands on broiler farms (euro farm income per worker) 
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6.3.4 Costs in Poland  
 
Some economic developments in the Polish poultry sector (production costs, market prices) 
are derived from several sources. Statistical data are also available from the Polish Ministry 
of Agriculture and Rural Development, including monthly feed prices.  
 
Broiler production costs are dominated by feed costs. Figure 6.18 gives a composition for 
the situation in Poland in 2007. Feed costs account for 65.8% of total costs and day-old 
chicks for another 16.4%. Fixed costs combine costs for depreciation, interest and 
maintenance of poultry houses and equipment, accounting for 8.4% of the total cost. Other 
variable costs are costs for example litter, animal health and bird catching (by hired 
workers). Energy costs are for heating and electricity (mainly for ventilation) and represent 
a share of 2.8%. 
 

Figure 6.18: Composition of production cost for broilers in Poland in 2007 
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Since joining the EU, data collection has been improved in Poland. From April 2005 onward 
there are data available on the feed prices for poultry and pigs. This information is 
published monthly by the Polish Ministry of Agriculture and Rural Development. Figure 6.19 
gives an overview of prices for broiler feed in Poland. It shows that the price of broiler feed 
increased rapidly in the second half of 2007. In the middle of 2008 it started to decrease 
again. This was a similar development to that in France and the Netherlands (see Figures 
6.2 and 6.3). This is to be expected as market prices for feed ingredients are based on 
international market developments.  
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Figure 6.19: Broiler feed price developments in Poland (in zloty per ton)  

Broiler feed 

600
700
800
900

1000
1100
1200
1300
1400

ja
n-

05

m
rt-

05

m
ei

-0
5

ju
l-0

5

se
p-

05

no
v-

05

ja
n-

06

m
rt-

06

m
ei

-0
6

ju
l-0

6

se
p-

06

no
v-

06

ja
n-

07

m
rt-

07

m
ei

-0
7

ju
l-0

7

se
p-

07

no
v-

07

ja
n-

08

m
rt-

08

m
ei

-0
8

ju
l-0

8

se
p-

08

no
v-

08

ja
n-

09

Broiler feed 
 

Source: Ministry of Agriculture and Rural Development, 2009 

 
Market prices for feed, energy and poultry in Poland are not independent of price 
movements elsewhere. However, the exchange rate of the Polish zloty compared to the 
euro fluctuates. Not only does this fluctuation attract exporters to the Polish market in a 
different way to the EU market, but also price movements in Poland may differ from those 
in the Euro zone, as is shown in the most recent period. 
 

Figure 6.20: Development of price of broilers in Poland compared to Germany and 
the Netherlands (in euro per kg live weight) 

0,5

0,55

0,6

0,65

0,7

0,75

0,8

0,85

2002 2003 2004 2005 2006 2007

Germany
Netherlands
Poland

 

Source: ZMP, marktbilanz, 2008 

 
Figure 6.20 gives the broiler prices between 2002 and 2007 in Poland, Germany and the 
Netherlands. The data show that particularly in the years 2003, 2004 and 2006 prices were 
lower in Poland compared to the Netherlands and Germany. In 2002, 2005 and 2007 the 
differences between the countries were very small. Since Poland joined the EU in 2004 the 
market for poultry has been open for export and import with other EU countries. Figure 
6.20 shows that differences in broiler prices were small after this event. It is possible that 
differences in broiler prices are related to changes in the exchange rate of the zloty with 
the euro.  
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Because of relatively low production costs (see 6.2), farm income on Polish broiler farms 
was good in 2007 as market prices were at EU levels (see Figure 6.20). This is confirmed 
by the Polish Agricultural Economics Research Institute (IERiGZ) who reports in their 
annual review for 2007 ‘the situation in the poultry market is very good’. In 2007 trade 
turnover with other EU countries increased, but also new possibilities are opening up for 
Polish exports to Asia and Africa. Polish poultry remains competitive with good perspectives 
for the near future. 
 

6.4. 2014 scenarios 

 
According to the scenarios described in chapter 3 the impact for the poultry sector has been 
calculated. This is done on the basis of free market prices. As stated before in the French 
situation, production is integrated and a large part of the risk of price fluctuations is taken 
on by the integrator and not by the farmer. Nevertheless, as the farm income of poultry 
farmers in the Netherlands and Poland is driven by market prices (no integration), the most 
accurate view of the impact of the WTO scenario on farm income in 2014 is acquired by 
implementing these market prices for feed and meat. 
 
For specialised broiler farms, small changes in input prices and output prices have a large 
impact on the farm income. Feed prices make up 60% of the total cost and the only income 
for farmers is the birds, with revenue directly related to market prices. Table 6.3 
demonstrates the sensitivity of farm income to input and output prices. The situation in 
2007 is the baseline with a farm income of 65,000 euro per farm in the Netherlands. Just a 
small increase or decrease of 10% on prices of the main feed ingredients (wheat and soya 
meal) has a huge impact on the farm income. The farm income increases up to 126,000 
euro with a 10% decrease in prices for wheat and soya meal and drops to a mere 4,000 
euro when feed ingredient prices are 10% higher. A 10% decrease of the market price for 
broilers would result in a farm income of -46,000 euro and a 10% higher market price gives 
a farm income of 176,000 euro. Finally, the price impact of feed ingredients and market 
price can be combined. In a situation with 10% lower prices for feed ingredients and at the 
same time 10% lower market prices the farm income would increase to 105,000 euro. In 
the opposite situation with prices +10% the farm income would be 115,000 euro. The 
figures illustrate the importance of the market price in relation to the farm income.   

Table 6.3: Sensitivity analysis of farm income to changes in prices of feed 
ingredients and market prices for broiler  

situation Change Farm income 
(euro per farm) 

Base situation 2007 in the Netherlands   65,000 

Feed ingredients  -10% 126,000 

Feed ingredients +10%     4,000 

Market price broilers -10% -46,000 

Market price broilers +10% 176,000 

Feed ingredients / market price broilers -10% 16,000 

Feed ingredients / market price broilers +10% 115,000 
 
In chapter 3 the scenarios for 2014 are described. In both the baseline scenario and the 
WTO agreement scenario, prices for soya meal would decrease by 19% and prices for 
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wheat would decrease by 35 and 42% respectively. These price changes, according to the 
information in table 6.3, will have a large positive impact on the farm income. However, at 
the same time, the market price for chicken will be much lower, especially in the WTO 
agreement scenario. It is clear that a 27% decrease in market price will result in a very low 
and even negative farm income. It should be clearly stated that the price estimates in the 
scenarios assume one single world price for poultry meat. In this situation the price change 
in the EU would be the same as in the US or Brazil. In reality there will be differences in 
price development due to market protection (import tariffs), different product specification 
(frozen versus fresh poultry meat) or specific market demand in the EU (like GMO free or 
only approved GMO types). 
 
Another way to estimate the impact of a possible WTO agreement is to compare EU 
production costs with those of certain competitors. This was done by the LEI Institute in the 
Netherlands (van Horne and Bondt, 2006). Figure 6.19 shows the calculated supply price of 
breast meat on the German market by the Netherlands/EU, the US and Brazil. These data 
are based on production cost information of 2004. Brazil can offer breast meat to the EU 
market at a low price as a result of low production costs at farm level as well as low 
processing costs (with low labour costs). However, transportation costs and import levies 
offset some of this difference. In 2004, the supply price of Brazilian breast meat on the 
German market was 10 to 15% lower than the price of European producers (Wijnands et al, 
2006). A reduction in import levy by 46.7 to possibly 70% (as discussed in the current WTO 
trade talks) would give Brazil an extra competitive advantage on the EU market. This will 
result in higher imports and a reduced market price in the EU, hence in lower farm incomes 
for broiler farmers. 
 

Figure 6.21: Supply price of breast meat on the German market by the 
Netherlands/EU, the US and Brazil 
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Source: LEI, van Horne & Bondt, 2006 
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6.5. Qualitative analysis of the resistance of poultry farming systems 
facing increasing costs 

 
Table 6.4 gives an overview of the strengths and weaknesses of the French integrated 
system and of the non-integrated system as used in the Netherlands and in Poland. 
 

Table 6.4: Integrated (France) vs. non-integrated (the Netherlands and Poland) 
broiler production  

 Integrated Non-integrated 

Strengths  * Optimum utilisation within 
production chain (feed mill, 
hatchery and slaughterhouse).  

* Lower risk on performance 
and market prices for the 
broiler farmer. 

* Faster technology transfer to 
broiler farmers. 

* High motivation for farmers to have 
good performance in production. 

* Competition between hatcheries, 
feed mills and slaughterhouses to do 
business with broiler farmers.  

 

Weaknesses * No full revenue for broiler 
farmer in a situation with high 
market prices. 

* Limited possibilities for 
broiler farmers to be 
entrepreneurs. 

* Under total dependence of 
the integrator, who is the only 
decision maker for the number 
of chicks rotations (1st element 
that accounts for farmer 
profit). 

* Large fluctuations in income for 
broiler farmers due to changes in 
input and output prices. 

* Large needs for cash, with 
dependence on loans and changes in 
interest rates for broiler farmers. 

* No maximum efficiency within 
production chain.  

 

 
Almost all EU countries mainly use the standard chicken (broiler) for poultry meat 
production. Only France has a substantial production of high quality chicken. The main part 
of this market is taken by the so-called Label Rouge. The production method and marketing 
of the Label Rouge is very different from the standard chicken. Table 6.5 gives an overview 
of the strengths and weaknesses of the standard chicken (as mainly used in the 
Netherlands and Poland) vs. the Label Rouge in France.  
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Table 6.5: Standard chicken (broiler in the Netherlands and Poland) vs. Label 
Rouge 

 Broiler production Label Rouge 

Strengths  * Lower production cost allows 
a lower retailer price 
(advantage in situation of 
economic crisis). 

 

* High share in whole chicken (PAC) 
segment of the market and very good 
image of the Label Rouge products. 

* Low level of specialisation in poultry 
favourable to better resiliency to 
crisis. 

 

Weaknesses * Higher competition on the 
markets (intra EU and non-EU 
countries). 

* Low share in cut and processed 
chicken segment of the market. 

Lack of innovation due to strict 
production standards. 

* Increase in animal feed price further 
widens the price gap between 
standard broiler and Label Rouge 
chicken. 
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7. IMPACT OF THE COST CRISIS ON SHEEP MEAT FARMS 
AND THEIR FUTURE 

7.1. A declining industry in the EU, above all for meat orientated sheep 
systems  

Sheep production is quite concentrated within the EU16, situated mainly where grasslands 
are predominant. In the main countries for sheep farming, 69 to 82% of the flock is kept in 
less favoured areas. 
 
Sheep farming is the kind of EU husbandry that has suffered the most since 1990. The 
sheep flock declined by 21% in the EU-15 between 1990 and 2008. In the most recent 
years, the sheep flock has continued to decline, by 4% in 2 years, to an estimated number 
of 68 million ewes in December 2008 for the EU-27. The EU sheep meat production has 
followed the same trend. Sheep slaughterings in tons dropped by 23% between 1990 and 
2008 in the EU-15, and by a further 8% between 2006 and 2008 in the EU-27. 
  
As stressed by the report for the EP, in spite of its advantages particularly in environmental 
issues, the EU sheep meat industry has suffered many difficulties for a period of decades, 
such as low level of income, high international competition, heavy skilled work demand… 
Increasing costs of production have been identified as one of the main weak points for this 
industry. 
 
In fact, there are 2 categories of sheep farming systems in Europe. 
 
In the south of the EU (Spain, Greece, Italy, Romania…), most sheep farming is dairy 
orientated. In such flocks, sheep meat is only a by-product of the dairy production, and 
lambs from milking ewes are slaughtered at very light carcass weights (less than 13 kg). 
 
In the north of the EU (the UK, Ireland), sheep husbandry is exclusively for meat 
production, and lambs are mostly slaughtered at more than 13 kg carcass weight. 
 
France is in an intermediate position, with a quarter of ewes being milked and ¾ which are 
meat orientated. 
 
In this report, we have chosen to focus exclusively on meat sheep farming systems, and 
then to study farm networks in 3 of the 4 main countries where such systems can be 
found: France, Ireland and the UK. In Spain, the farm panel system is unfortunately not yet 
well developed. 
 
We prefer to work with the networks rather than use FADN results for the same reasons as 
in other meat industries. The FADN does not distinguish between animals sold for fattening 
or for slaughtering, does not indicate the weight of the animals, and the results are only 
available up to 2006 at the time of writing of this report. 
 

                                          
16  « Avenir des secteurs ovins et caprins en Europe », Study for the European Parliament, Ernst & Young 

and Institut de l’Elevage, February 2008 
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7.2. Sheep farming systems in Ireland, the UK and France and the 
selection of “typical farms” 

7.2.1. In Ireland: mainly lowland and mid-season lambs 
 
There are approximately 20,000 farms with breeding ewes in Ireland, covering three 
distinct sheep farming systems. The most common one is the “mid-season” system, 
located in lowlands. Around 75% to 80% of Irish sheep meat production comes from this 
type of system. Lambing occurs between February and April and lambs are grass-fed and 
slaughtered from May to autumn. 
 
An “early lamb” system can also be found in lowlands, with lambing in December and 
January, and slaughtering between March and May. Lambs are finished off with grass and a 
complement of cereals. This type of system was developed by farmers looking for better 
output for the lambs, as prices start to decline in May, when lamb supplies start to 
increase. The “early lamb” systems contribute to approximately 15% of Irish sheep meat 
production. 
 
The remaining system is that of the “hill” enterprises which produce 5 to 10% of the total 
sheep meat in Ireland, despite the great number of farms concerned (approximately 25% 
of the sheep farms in Ireland). This system is based on spring lambing and lambs are 
slaughtered at the end of summer. They are light lambs (around 12 or 13 kg cwe), mainly 
exported to Southern Europe (Italy and Spain). These hill systems were quite substantial 
two decades ago (they counted for up to 20% of the total sheep meat production) but they 
started to decline as their profitability is very low. Today, the number of ewes in hills is still 
declining but in these areas, sheep farming remains the only agricultural possibility and this 
decline results in land abandonment. 
 
Lowland systems (mid and early season) have quite similar technical results. Average 
productivity is around 1.2 lambs per ewe with an average carcass weight of 19 kg. We 
therefore decided to select only one system for Ireland. We based our analysis on the e-
Profit Monitor published by Teagasc, which monitors approximately 100 sheep farms, 
mainly mid-season lowland flocks (106 in 2007). The matched samples for the historical 
analysis are smaller: 30 farms for 2005, 2006 and 2007. 
 
The average flock size in the 2007 farm sample is 237 ewes with a stocking rate of 1.83 
livestock unit (LU) per hectare and 1.45 lambs reared per ewe put to the ram. These farms 
are considered to be among the top farms in the country when compared with those that 
are randomly selected for the Teagasc National Farm Survey. Where data is presented in 
the form of “Top or Bottom” thirds, the farms are ranked on the basis of gross margin 
excluding premiums per hectare. 
 
7.2.2. United Kingdom: mainly LFA late spring and lowland early spring lambs 
 
The UK sheep industry is stratified by altitude and topography into hill farming, upland 
farming and lowland farming.  
 
The foundation of the sheep industry is hill sheep farming. This is a specialised enterprise, 
and is commonly the only one found on hill farms. Lambing in these Less Favoured Areas 
(LFA) takes place in April. Hill breeds of sheep such as the Scottish Blackface, Welsh 
Mountain and Swaledale are bred pure on these farms. Although these breeds are 
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intrinsically productive, their performance is limited by the generally harsh environment. 
Because the lambing rate is low, most of the ewe lambs are needed to maintain the 
breeding flock – and it is the surplus males that are sold. 
 
A high proportion, 35-40% of the lambs are sold as stores. Store lamb finishing enterprises 
utilising hill lambs make good use of surplus autumn grass and catch crops on lowland 
farms, and are an important complementary enterprise on these farms. 
 
At the end of their productive life on the hill farm, commonly after three or four seasons, 
the surviving ewes are drafted out of the flock and sold. The sound ewes fit for further 
breeding are mostly kept on upland farms where conditions are easier and they can 
produce a further two or more lamb crops. The remainder of the draft ewes are mated with 
rams of meat sire breeds, such as the Suffolk and Texel, with virtually all of the resulting 
lambs being sold for slaughter. 
 
There are 72 farms in the sample of hill sheep farms. The average flock size is 715 ewes 
with a stocking rate of 1.28 livestock unit (LU) per hectare. 
 
The female lambs from the draft hill ewes crossed with the Longwood lambs on upland 
farms are mostly sold for breeding. These first cross females provide the breeding ewes for 
the majority of lowland flocks where they are mated with rams of the meat sire breeds to 
produce slaughter lambs. 
 
Lambing would typically take place in March although some systems lamb a month or two 
earlier. Around 40-50% of the lamb crop would be sold for slaughter and these lambs 
would be marketed between June and October. A further 40-45% of the total lamb crop is 
sold or transferred as store lambs and are slaughtered mainly between November and 
February. 
 
There are 48 farms in the sample of lowland sheep farms. The average flock is 504 ewes 
with a stocking rate of 1.40 livestock units (LU) per hectare.  
 
According to the June 2008 survey, there were more than 15.6 million breeding ewes in the 
United Kingdom. More than two thirds of them, or approximately 10.7 million ewes, were 
located in LFA areas.  
 
Although LFA sheep flocks account for nearly two thirds of the UK flock, lambs from these 
systems are estimated to contribute for just 30% of the national lamb slaughter. In 
contrast, lowland flocks are only a third of the national total flock but supply approximately 
70% of the slaughter lamb production. 
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Figure 7.1 Summary of the UK stratified breeding and production 

SUMMARY OF UK STRATIFIED SHEEP BREEDING AND PRODUCTION

Land category Breeding sheep
Type Approx % total kill

HILL Purebred hill sheep Males 10%

UPLAND Draft hill ewes x Meat sire rams Both sexes
x 20%

Longwool rams Males

LOWLAND Longwool cross ewes
x Both sexes 60%

Meat sire rams

Lambs for slaughter

 

Source: AHDB Meat Services 

 

Table 7.1 Sheep flock in different countries in the UK 

  Proportion of breeding 
sheep in LFA 

Proportion of breeding sheep 
in lowland areas 

Scotland  91  9 

England  45  55 

Wales  90  10 

Northern Ireland  80  20 

UK   69  31 

Source: DEFRA 

 
7.2.3. In France: a variety of production systems 
 
The French sheep industry is more varied than in Ireland or Britain. Ewes can be found 
almost everywhere in France, from the most productive lowland crop area to the highest 
and driest mountains of southern France. These systems rely on a great variety of breeds. 
 
We based our analysis on the farm monitoring system developed by the Institut de 
l’Elevage, together with the Chambres d’Agriculture, using the results of 380 sheep meat 
farms. These results are used to create model farms called “typical farms”. 
 
We selected four models in order to have the best representation of the diversity of 
situations in terms of production costs. Two of them are mixed systems with arable crops 
and sheep flocks, with one being more intensive in terms of land use, the sheep unit being 
a complementary activity for crops.  
The intensive mixed crop farm is located in northern France (Picardie). It has a very high 
stocking rate (35 ewes/ ha dedicated to the flock, i.e. 5.8 LU/ha). In this model, sheep 
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meat production represents a complement and the flock is relatively small (205 ewes). 
Lambing is concentrated in autumn and lambs are sold at the end of winter. 
 
The second mixed crop system is located in western France (Poitou-Charente) on the 
border of an arable area. The flock is larger than the previous one (350 ewes) and the 
proportion of the sheep unit within the farm output is more substantial. Lambing and lamb 
sales are similar. 
 
We also selected two specialised systems, the first located in the dry mountains of southern 
France and the second located in western France. The former system is relatively 
extensive: 13 ewes/ha of grasslands but using 26 ha of pastoral land as well as mountain 
pastures commonly used by local farms during at least 3 months in summer. Lambing is 
separated into two main periods, autumn and spring. 
 
The second specialised system is a forage specialist, more intensive, with 470 ewes, using 
grass, maize silage and cereals for finishing. 
 
In France, specialised sheep meat systems represent 50% of the national flock.  
 
The systems we have described are models. They do not change over time in terms of 
physical data, which means the total number of ewes remains the same, as well as the 
stocking rate, the productivity and so on. This is a restriction on the analysis but it enables 
us to more effectively predict the effects of changing prices on the systems. 
 

7.3. Structure of the operating costs in 2007 in the selected typical 
farms 

7.3.1. In Ireland: low operating costs 
 
In the sample, the average output is 100 € per ewe, and the specific operating costs 
represent half of this output. The fixed costs represent the other half. In the end, the net 
profit (excluding premiums, i.e. SFP -or single farm payment- and REPS, the Irish agri-
environmental scheme) is only 1 € per ewe, which means that in 2007, without premiums, 
the average Irish sheep farm was not profitable. 
 
This situation of similarity between fixed costs and specific operating costs reveals that 
Irish sheep farms are small structures with low investment, often mixed with beef 
production (half of the farms that have ewes in Ireland also have cows, and the average 
flock size is around 140 ewes). Irish systems have therefore quite low specific operating 
costs compared to French ones, for example.  
 
The top third of the sample are farms with a higher stocking rate (9.8 ewes/ha) and better 
productivity (1.6 lambs/ewe), although flocks are not larger in these farms (213 ewes). 
They reached a better net profit (19 €/ewe) mainly because of a better gross output 
(higher stocking rate and higher productivity per ewe). Specific operating costs in the top 
third of the sample are 6 €/ewe under the average farm, which also contributes to a better 
net profit. On the other hand, fixed costs are higher in the top third (54 €/ewe), which is 
due to more investments in machinery and buildings on these farms. 
 
The bottom third of the sample have also small flocks compared with the average (219 
ewes) but are more extensive (6.22 ewes/ha). They have the lowest productivity (1.32 
lambs/ewe). In 2007, they lost 27 € per ewe before premiums (SFP + REPS), and still 11 € 
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per ewe including premiums, which indicates that a significant part of Irish sheep farms lost 
money in 2007. 
 
Feed purchased outside the farms represented the largest specific operating costs in sheep 
farms in 2007 (32% of the total, which is the lowest result among the systems we 
selected). Though Irish systems rely more on grass feeding than any other system in 
Europe, they are still quite dependent on concentrates. Feed cost 10.85 €/ lamb and 
0.59 €/ kg cwe sold.  
 
Contractor costs (mainly silage making) are the fourth largest costs in Irish sheep farms. 
Indeed, Irish sheep systems usually don’t invest in their own machinery (which explains 
their low level of fixed costs). Contractor costs are even larger in the bottom 1/3 farms 
(23% of the total), which means that less competitive farms spend more on contractors 
than the average. However, the top 1/3 farms spend only 14% of the specific operating 
costs on contractors but purchased feed reaches 34% and veterinary expenses 20%. 
 
7.3.2. In the UK: Low cost systems with few concentrates 
 
Less Favoured Area systems 
 
There are considerable variations in terms of the financial performance of each producer. 
The top third of producers achieved almost 23 € per ewe more output than the bottom third 
of producers and nearly 13 € per ewe more output than the average producers. The gap in 
terms of operating costs was less significant between the top and the bottom thirds of 
producers. 
 
Net profits were also negative on average in 2007 in British hill sheep farms (-7 € per ewe). 
Their results suffered even more from the very bad prices, due to the ban on exports 
because of the Foot and Mouth outbreak in summer 2007. 
 
The results also showed that the top third of producers stocking rate was considerably 
higher at 1.83 than both the bottom third (0.95) and the average producers (1.28). The 
top third of producers reared more lambs per ewe than the bottom and average producers, 
reflecting better productivity gains while contributing to better gross margin. 
In these hill systems, the specific operating costs per ewe are quite high (nearly 31 €). 
Concentrates costs count for 33% of the total, which is not high compared to other 
systems. 
 
Lowland systems 
 
The statistics emerging from the sample of lowland producers also highlighted some stark 
differences in financial cost management. The top third of producers obtained almost 54 € 
per head more output in comparison with the bottom third and 28 € more output per head 
than the average producers. The top third reared more lambs per ewe than the bottom and 
the average producers, reflecting better productivity gains while contributing to better 
gross margin. Moreover, the gap in financial performance seems to be more significant 
between each producer in lowland areas than in LFAs. 
 
When assessing the fixed costs for the lowland producers, the bottom third of producers 
had nearly 30 € higher fixed costs per head compared with the top third and 16 € per head 
more than the average producers. In terms of specific operating costs the differences are 
not that important (less than 7 € per ewe).  
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Specific operating costs per kg sold in lowland systems are the lowest among all studied 
systems (1.38 €/kg). More than one third of this difference is due to concentrates, but this 
level is still low compared to French systems. Contractor costs are also quite significant in 
these systems (15%). 
 
In France: high feeding costs 
 
French hill farms have the most negative results of 2007 with a loss of 30 € per ewe before 
premiums. Though their costs are reasonable compared to other farms on a per ewe basis 
(quite similar to the British hill systems), they are the highest on a per kg basis. This result 
indicates that French hill sheep farms spent a lot but with poor results in terms of meat 
productivity. Purchased concentrates cost 0.65 €/kg, approximately the same as home 
made concentrates. Forage costs are the highest among all systems, with 0.52 €/kg which 
confirms that forage making is more expensive in mountain areas. These systems also have 
considerable costs in relation to wintering on other farms, usually in lowlands (in “other 
costs”). The poor results in these pastoral systems are closely related to the constraints 
and handicaps of mountain areas. 
 
Comparison between the two mixed crop-sheep systems reveals that the most intensive 
farm (small-scale sheep unit) is the most productive and profitable one (+5 €/ewe in 2007 
vs. –2 € in the other one). On a per ewe basis, costs are similar in the two systems and the 
difference in profit is mainly due to a difference in fixed costs, as the share of fixed costs 
attributed to the sheep unit in the most intensive system is low. This is sufficient to balance 
the difference in the number of lambs sold per ewe (1.09 vs. 1.27). 
 
On a per kg cwe basis, specific operating costs are highest in the intensive crops and small-
scale sheep unit (3.70 €/kg). The main expense comes from purchased feeds (concentrates 
and other, such as by-products). This system is indeed very dependent on purchased feed 
as the agricultural land of the farm is far from sufficient to maintain the flock (and a great 
part of the cereals produced on the farm are sold). Veterinary costs are also particularly 
high (0.32 €/kg cwe) and this is mainly due to Blue Tongue that was severe in northern 
France in 2007. 
 
The other mixed system saves more on purchased concentrates as home produced feeds 
are used more. Forage costs are as high as in the pastoral system (0.51 €/kg) and this is 
the result of the intensive use of grasslands (cost of fertilisers). 
 
Finally the forage specialist system is the most profitable of the French model farms (+7 
€/ewe). This is above all the result of good productivity (1.31 lambs sold per ewe). Though 
specific operating costs are still higher than in the UK or Ireland, they are the lowest ones 
among French systems (3.09 €/kg). The highest cost is purchased concentrates (0.88 €/kg) 
which indicates that even the most profitable system in France relies strongly on buying 
feed from outside the farm. Cost of contractors is also quite high (0.40 €/kg), the highest 
among the selected systems, and this indicates that this system strongly relies on 
contractors for making silage and hay. The result is that machinery costs are relatively low 
in this system (0.5 €/kg). 
 
In conclusion we can state that the lowest specific operating costs in 2007 were found in 
the most self-sufficient systems in terms of forages and concentrates. 
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Figure 7.2 Financial results of different types of sheep farms in 2007 (€/ewe) 

Results in the different types of sheep farms in 2007 (€/ewe)
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Source: Institut de l’Elevage, AHDB Meat Services, Teagasc 

 

Figure 7.3 Specific operating costs in the different types of sheep farms in 2007 
(€/kg) 

Specific operating costs in the different types of sheep farms in 2007 (€/kg)
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Source: Institut de l’Elevage, AHDB Meat Services, Teagasc 

 
Additional information about economic and technical indicators for each of these systems is 
available in Annex 4. 
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Table 7.2.: Comparison of technical indicators of sheep farms in France, Ireland 
and the UK 

Ie 
lowlands

UK  
lowland UK  hills

Fr Intensive 
mixed crop

Fr Mixed 
crop

Fr 
Specialised 

lowland
Fr Hill 

pastoral
Total concentrates 15,73 11,32 10,30 59,80 39,90 36,30 18,00
Forage costs 9,60 3,62 3,84 4,00 11,50 11,40 7,10
Veterinary 8,90 7,49 7,50 6,80 4,30 5,50 2,90
Contractor 8,60 4,67 4,90 0,00 6,40 9,60 0,00
Other 6,60 4,67 4,15 7,40 11,00 12,20 16,90

Total Specific operating costs (€/ewe) 49,43 31,79 30,69 78,00 73,10 75,00 44,90

Total concentrates 0,59 0,49 0,54 2,84 1,77 1,50 1,32
Forage costs (fertiliser, seeds..) 0,36 0,16 0,20 0,19 0,51 0,47 0,52
Veterinary 0,33 0,33 0,40 0,32 0,19 0,23 0,21
Contractor 0,32 0,20 0,26 0,00 0,28 0,40 0,00
Other 0,25 0,20 0,22 0,35 0,49 0,50 1,24

Total Specific op. costs (€/kg lamb sold 1,84 1,38 1,62 3,71 3,23 3,09 3,29  

Source: Institut de l’Elevage, AHDB Meat Services, Teagasc 

 
New Zealand sheep farms are known to have very low costs of production. We do not have 
a detailed analysis of these costs but the literature available reveals that NZ systems have 
no costs for concentrates as lambs are mainly finished off grass. New Zealand systems rely 
on efficient management of their grassland. We estimate that forage costs are roughly 
similar to the British costs and quite low compared to Irish and French figures. On the 
whole, we can assume that operating costs in New Zealand are 4 to 5 times lower than in 
France and 2 to 3 times lower than in the UK. 
 
Fixed costs in New Zealand are also lower than in the EU, as there are no real investments 
in buildings, but the difference is not as major as for operating costs.  
 

Table 7.3 : Results for the whole farm and public subsidy in 2007 

  
Irish 

lowlands 
UK 
hills 

UK 
lowlands

Fr intensive 
crops + 

small sheep 
unit 

Fr mixed 
crop 

Fr 
forage 

specialis
t 

Fr hill 
pastoral 

Sheep net margin -4,138 -5,162 -5,183 923 -840 3,337 -10,836

Other net margin
(crops) 2,677 ? ? 27,200 3,393 -2,919 -4,712 

Single Farm Payment 29,423 65,049 56,624 23,500 17,670 8,846 6,388

Coupled payments 0 0 0 8,600 10,894 5,869 5,500

Environmental/LFA 
payments 9,835 11,216 2,104 0 3,370 0 15,134 

Total profit 47,632 
71,103

* 
53,545

* 60,223 34,487 15,133 11,474 

Total Labour unit 1 1 1 1 1 1.3 1

Total profit per Lb unit
(before interest,
taxes,…) 47,632 

71,103
* 

53,545
* 60,223 34,487 11,641 11,474 

* Figures not available for other enterprises 
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Margins on the French sheep enterprises are low and even negative in two of the 4 studied 
systems. When results from the crop enterprises are added, the two mixed systems return 
to a positive margin. The forage specialist and the pastoral system, on the contrary, have 
high fixed costs on their arable enterprise and obtain a negative margin. In addition, 
cereals produced on these farms are devoted to feeding the sheep flock and therefore, the 
calculation with the market price is not totally relevant as they do not produce cereals for 
the market. 
 
When considering public support, results are very varied among the different types of 
farms. While the forage specialist gets the highest margin on its sheep enterprise (with 
reasonable costs, making this system quite efficient), after Single Farm Payment and 
coupled payments, the total profit per Labour Unit is lower than the two mixed systems. 
 
On the other hand, the results of the two mixed systems reveal that the more significant 
the farm’s crop enterprise, the higher the margins, the higher the Single Farm Payment 
and in the end, the greater the profit per Labour Unit. 
 
The pastoral systems, which generate the lowest margin (-10,836€), benefit from the 
Second Pillar payments, and in particular, the LFA payment and the French agro-
environmental grassland payment. The profit per Labour Unit in this system is similar to 
that of the forage specialist. 
 
When considering the Irish and the British farms, though figures on profit in other 
enterprises on the British farms were not available, the same conclusion can be made: they 
are strongly dependent on public supports. 
 
The UK sheep enterprises also generate a negative margin but Single Farm Payment is high 
in those farms due to the crop enterprises. Unfortunately, it has been impossible for us to 
isolate the crop margin and therefore we have not been able to assess the total profit on 
the farm. Nevertheless, the UK systems follow the same trend as the mixed French farms. 
 
Finally, the Irish sheep enterprise generates a profit per Labour Unit similar to the French 
forage specialist, but it only requires 0.4 Labor Unit to operate. Half of the Irish sheep 
enterprises are associated with beef enterprises. Non-agricultural incomes are also highly 
significant in Irish sheep and beef farms as half of the family farms benefit from an off-farm 
job. 
 

7.4. Retrospective analysis of the main operating costs and their impact 
on the farm margins and incomes in 2004-2007 

7.4.1 In Ireland: a better use of grazing in response to high prices for fertilisers 
 
In the 30 flocks of the matched sample between 2005, 2006 and 2007, ewe numbers 
remained stable (287 ewes). In the same period the total flock in Ireland decreased by 8%. 
This difference reveals that the flocks from the e-Profit Monitor are more resistant and have 
not culled as many ewes as the average Irish sheep farm. Nevertheless, this decrease in 
ewe numbers can be seen as a consequence of the decoupling of the ewe premium in a 
time when sheep farming is not profitable. Farmers culled the less productive ewes. 
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Interestingly the number of ewe lambs put to the ram has decreased from 15 in 2005 to 11 
in 2007 which may be one more indication that these flocks are scaling down production to 
some extent. 
In terms of output, having culled less productive ewes, the productivity per ewe logically 
increased (lambs reared per ewe to ram +6%). The average lamb price also increased 
between 2005 and 2007 (+6%). This was the result of the very good prices for Irish lambs 
in autumn 2007, during the export ban affecting British lambs. Consequently, the Gross 
Output increased by nearly 4 € per ewe (+4%).  
 
On a per ewe basis, fixed costs increased by 5%. In particular, costs of leases and credits 
grew during this period. 
 
In the same period, specific operating costs decreased by 1% on a per ewe basis. There 
was a rise in costs of concentrates (+20% in purchased concentrates and +52% in home 
grown concentrates). Farmers reduced their use of fertilisers (-12%). In this context of 
high prices, sheep farmers tried to save as much as possible. 
 
Costs of contractors were also down by 17% on a per ewe basis. This is quite hard to 
explain, in times of increasing energy costs. According to Teagasc, it may be due to an 
increase in the number of farms that are using extended grazing principles to reduce their 
winter feed requirements. 
 
On a per kg cwe basis, these changes were even sharper: expenses for forages (mainly 
fertilisers) decreased by 14%, veterinary costs decreased by 17% and contractors by 21%. 
 
Changes between 2007 and 2008 appear to be more significant than in previous years. 
Specific operating costs increased by 6% on a per ewe basis and 5% on a per kg basis. This 
is mainly due to the increase in purchased concentrates (+11% with 0.68 €/kg in 2008) 
and forage costs like fertilisers, seeds… (+13% with 0.47€/kg in 2008). Though to a lesser 
extent and later than in France or the UK, Irish sheep farms were also affected by the rise 
in cereal and energy costs in 2008. 
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Figure 7.4. Change in specific operating costs in lowland sheep farms in Ireland 
(€/ewe and €/kg) from 2005 to 2007 (matched sample of 30 farms) 
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Source: Teagasc 
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Figure 7.5. Change in specific operating costs in lowland sheep farms in Ireland 
(€/ewe and €/kg) from 2007 to 2008 (matched sample of 48 farms) 
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Source: Teagasc 

 
Additional details about costs development for hill farms in Ireland in 2006 and 2007 are 
available in Annex 4. 
 
7.4.2 In the UK: reducing the use of feed in response to increasing prices 
 
In British lowland sheep farms, the average output per ewe decreased from 88 € in 
2005 to 79 € in 2007. This was mainly the result of the decrease in prices (due to the 
export ban in 2007). Indeed, the other factors progressed, such as the number of lambs 
reared per ewe (from 1.35 to 1.39 with lower mortality) and the average carcass weight of 
sold lambs (from 19.1 kg to 19.5 kg). 
 
This can be explained by technical progress in the studied farms. We can also see here the 
effect of decoupling. In 2005, when the UK implemented the 2003 CAP Reform and 
decoupled the ewe premium, ewe culling was accelerated: many farmers culled their less 
productive ewes as they no longer needed to keep them to get the premium. This resulted 
in a small average improvement of technical performance. This is particularly visible in the 
sample we selected, which corresponds to farms with a higher technical level than the 
average (this is reflected by the increase in flock size). 
 
Whereas fixed costs remained more or less the same, specific operating costs decreased 
from 2005 to 2007 on a per ewe basis (-12%). The decrease is even sharper on a per kg 
cwe basis (-165% to 1.38 €/kg). This is mainly due to a very sharp decrease in forage 
costs (mainly fertilisers). These results confirm that British sheep farms responded to the 
rising costs by reducing their use of purchased feed and fertilisers. 
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Despite this decrease in specific operating costs, the net profit (before premiums) in British 
lowland sheep farms was even more negative in 2007 (-0.40 €/kg) than in 2005 (-
0.25 €/kg). 
The analysis is similar for hill farms, although to a lesser extent, as these farms use less 
feed such as fodder beet than on lowland units. 
 
Estimates for 2008 reflect the adaptation of sheep farmers to the rise in cereal and fuel 
prices. In lowland sheep farms, concentrates costs per ewe decreased by 4% while the 
price for sheep compound increased by 25%. Farmers reduced their consumption of 
concentrates and fertilisers in 2008 on a per ewe basis. As a consequence, the average 
lamb carcass weight decreased by 4%. Costs of concentrates per kg therefore increased by 
3% in the same period (see figure in Annex 4). 
 

Figure 7.6 Change in specific operating costs in lowland and hill sheep farms in 
the UK (€/kg) 
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Source: AHDB Meat Services 

7.4.3 In France: less intensive systems relying on grass or home grown feed are 
less impacted 
 
The retrospective analysis of results in French sheep farms reveals that since 2004 margins 
have decreased every year in almost all systems. This is first of all the result of increasing 
costs. In addition, this downward trend was reinforced by a severe drop in lamb prices 
during summer 2007. 
 
Specific operating costs strongly increased between 2004 and 2007. 
 
The crop and small-scale sheep unit was the most affected. Operating costs increased 
by nearly 1 €/kg (+33%). All costs increased, from purchased concentrates (+18%) to 
fertilisers (+25%) and contractors (+51%). Veterinary charges increased by 51% as a 
result of Blue Tongue in northern France. With unchanged veterinary expenses, the rise in 
costs would have more closely resembled that of the other mixed system. 
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Change in specific operating costs in mixed crop sheep farms in 
France (€/kg)
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The less intensive mixed crop system suffered an increase in costs, but to a lesser 
extent (+23%). The increase reached 15% in the forage specialist system and only 10% in 
the pastoral system, which is less dependent on purchased concentrates (rise in the price 
of cereals) and forage costs (rise in the price of fuel). Systems relying more on grass 
appear to be less impacted by the feed price crisis. However, these systems generate the 
lowest income of all the systems. 
 
The increase in specific operating costs was even more acute between 2007 and 2008. It 
reached 7% in the crop and small sheep unit system, 3% in the mixed crop system, 10% in 
the forage specialist system and 12% in the pastoral system. This is the result of the 
increase in purchased concentrates cost, as the price for cereals was very high in 2008, but 
also in fertiliser costs, in response to the very significant increase in the price of oil. 
 
Veterinary costs increased by 20% in the forage specialist system and 28% in the mixed 
crop system, in relation to the spread of Blue Tongue and the compulsory vaccination 
program. The pastoral system was less impacted and veterinary costs remained almost 
unchanged. Veterinary expenses remained unchanged in the crop and small sheep unit 
located in northern France, already vaccinated in 2007. 

 

 

 

 

 

 

Source: Institut de l’Elevage 
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Figure 7.7 Change in specific 
operating costs in intensive crops 
and small sheep units in France 
(€/kg) 

Figure 7.8 Change in specific 
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Change in specific operating costs in forage specialist sheep farms in 
France (€/kg)
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Source: Institut de l’Elevage 

 

7.5. 2014 scenarios 

 
For the sheep sector, the forecasts for 2014 for sheep meat price are the following: 
+10% for the Baseline and –4% in case of a WTO agreement (WTO scenario). The other 
assumptions are detailed in Chapter 3.The Baseline 2014 and the WTO scenario take into 
account the implementation of the CAP Health Check. In addition, a “reduced CAP” scenario 
will also be tested, with an assumption of a reduction of 25% in direct supports post 2013.  
 
All these scenarios have been implemented on the 2007 situations, supposing that the 
farms structures remain unchanged in 2014.  
 

Figure 7.9 Change in specific 
operating costs in forage specialist 
sheep farms in France (€/kg) 

Figure 7.10 Change in specific 
operating costs in hills pastoral 
sheep farms in France (€/kg 
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Table 7.4 Change in French farm income between 2007 and 2014 according to 
different scenarios with regard to CAP and WTO 

  

Fr intensive 
crops + 

small sheep 
unit 

Fr mixed 
crop 

Fr forage 
specialist 

Fr hill 
pastoral 

Baseline -24% -13% +164% +142% 

WTO scenario -38% -62% +86% +107% 

Reduced CAP  -39% -48% +133% +114% 

Combined WTO + Reduced CAP -53% -97% +56% +79% 
 
In the Baseline scenario, mixed crop and sheep systems are strongly affected by the drop 
of cereal prices between 2007 and 2014. As we analysed previously, the Health Check 
benefits the forage specialist and the pastoral systems the most. The reduced CAP scenario 
really threatens mixed systems with a decrease in farm income, by 39% for the intensive 
crop and small sheep unit and by 48% for the mixed crop system. 
 
In comparison, a “WTO scenario” would penalise all systems, the most affected one being 
the mixed crop + sheep system (-62%) The combination of these 2 scenarios would halve 
the income for the small mixed crop + sheep farms compared to 2007, and bring the other 
mixed system income to nearly nothing (-97%).  
 
The forage sheep systems and the pastoral ones should still get a bigger income than in 
2007, thanks to the Health Check implementation. Nevertheless, the Health Check effect 
would be halved, and the available income of these 2 French sheep systems would remain 
at a fairly low level (it was only around 11,000 €/ Labour Unit in 2007). 
 

Table 7.5 Change in Irish and British sheep margins between 2007 and 2014 
according to different scenarios with regard to CAP and WTO 

  
Irish 

Lowlands
UK hills UK 

lowlands 

Baseline scenario sheep net margin +127% +139% +81% 

”Reduced CAP” scenario sheep net margin -19% -21% -24% 

“WTO” scenario sheep net margin +47% -11% -26% 

Combined “WTO” + “Reduced CAP” -38% -24% -29% 
 
We have not been able to make the same income simulation on the Irish and the British 
sheep farms as the breakdown of costs for the other enterprises are not available. 
Nevertheless, we can estimate that the sheep net margins would benefit from the increase 
of prices in the Baseline scenario. But, as we have already analysed in the French systems, 
this increase would probably be counter-balanced by a decrease in the crop margin in the 
UK systems. In the “WTO scenario”, the Irish sheep margin would increase because of the 
reduction in costs whereas the British margins would decrease. 
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As mentioned above, the Health Check in the UK and in Ireland is not going to have a 
particular effect on the farm results. On the other hand, the hypothesis of a 25% drop in 
the European budget for the 1st pillar would result in a considerable decrease in total public 
supports. 
 

7.6. Qualitative analysis of the resistance of sheep farming systems 
facing increasing costs 

Irish systems that rely on grass rather than cereals are less impacted by changes in feed 
prices. Nevertheless, they don’t appear to be more profitable than the British ones as the 
price of lamb hardly covers the costs. One third of sheep meat production in Ireland 
depends on the French market, where competition with NZ lamb is hard. 
 
In the UK, the grass-based systems have been less affected by the costs increase. UK 
producers have responded to the higher cost of inputs by reducing the level of those inputs. 
Hence the specific operating costs globally decreased in 2007/08 compared to 2006/07.  
Sheep meat production in the UK depends also on the French market, though to a lesser 
extent as exports to France represent just 18% of the UK production. 
 

Table 7.6 Ireland Lowland sheep system: Facing increased operating costs 

Strengths Weaknesses 

Mostly reliant on grazed grass rather than 
purchased feed  

Little or no housing keeping costs low e.g. 
bedding straw 

Relatively low machinery costs 

Options for alternative land use if sheep 
enterprise becomes less profitable 
(particularly with beef) 

Competition with non-agricultural 
activities as farms are small scale and 
farmers often part-time. 

High costs for land 

Main outlet: export on the UK and French 
markets, at lower price than local lamb. 

Opportunities Threats 

Better grassland management to reduce 
purchase feed costs 

Potential for progress in productivity and 
stocking rate 

Input prices impacting on enterprise 
margins because almost no cereals 
produced on the farm 

Climate change/water policies 

Introduction of individual electronic 
identification 

Falling consumption, recently 
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Table 7.7 UK Hill sheep system: Facing increased operating costs 

Strengths Weaknesses 

Extensive production system mostly reliant 
on grazed grass rather than purchased feed 

Little or no housing keeping costs low e.g. 
bedding straw 

Relatively low machinery costs 

High local demand for lamb meat 

Sterling/€ exchange rate may increase the 
advantage of exporting lambs to the 
Continent 

Limited flexibility within the production 
system to enable the improvement in 
productivity 

Lack of opportunities for cost 
reduction/spreading of costs 

Generally reduced ability to produce 
alternative home grown feeds 

Competition from NZ lamb, particularly 
through the winter to Easter 

Frequent sanitary problems (F & M 
disease) 

Opportunities Threats 

Increased bio-fuel manufacture leading to 
greater co-product availability 

Better grassland management to reduce 
purchase feed costs 

Potential to move to easier management 
type systems (e.g. easy care) 

Sterling/€ exchange rate may increase the 
advantage of exporting lambs to the 
Continent 

Input prices impacting on enterprise 
margins 

Sterling/dollar exchange rate impacting on 
the cost of UK imported goods 

Climate change policies 

Introduction of individual electronic 
identification 

Falling consumption, in the context of the 
economic crisis and the reduction of 
household expenses 
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Table 7.8 UK Lowland sheep system: Facing increased operating costs 

Strengths Weaknesses 

Greater range of options for lambing and 
finishing dates to help reduce or cover 
increased costs  

Flexible system enabling the variable use 
and type of purchased feed 

Potential to improve productivity (e.g. 
lambing %) to cover increased costs 

High local demand for lamb meat 

Greater options for alternative land use if 
sheep enterprise becomes less profitable 
due to increased costs 

Higher machinery and housing costs 
compared to extensive systems 

Higher input system influenced more by a 
change in costs 

Competition from NZ lamb, particularly 
through the winter to Easter 

Frequent sanitary problems  

Opportunities Threats 

Increased biofuel manufacture leading to 
greater co-product availability 

Better grassland management to reduce 
purchase feed costs 

Potential to move to easier management 
type systems (e.g. easy care) 

Potential to grow home grown feed 

Greater volatility of input prices impacting 
on enterprise margins 

Sterling/dollar exchange rate impacting on 
the cost of UK imported goods 

Climate change policies 

Introduction of individual electronic 
identification 

Falling consumption, in the context of the 
economic crisis and the reduction of 
household expenses 
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Table 7.9 France Pastoral system: Facing increased operating costs 

Strengths Weaknesses 

Extensive production system mostly reliant 
on grazed grass rather than purchased feed 

Strong link with pastoral environment, land 
management and landscape 

High public support (either through 
environmental programs or coupled 
premiums) 

High proportion of lamb meat is sold with a 
specific brand of quality (Label Rouge, PGI, 
PDO)  

Low productivity and limited possibilities 
for improvements 

Unprofitable systems without public 
support 

Badly affected by Blue Tongue disease in 
2008, which lowered productivity and 
increased veterinary costs 

Limit to high prices for lamb meat paid by 
the French consumer in times of global 
crisis 

 

Opportunities Threats 

Rural, environmental and territorial 
management of the mountain areas 

Possibility to develop fattening units in the 
lowlands using store lambs from pastoral 
systems 

Increased biofuel manufacture leading to 
greater co-product availability 

Reducing of the LFA supports at European 
level 

Falling consumption 
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Table 7.10 France intensive crops + small sheep unit system: Facing increased 
operating costs 

Strengths Weaknesses 

Good fattening skills, heavy carcass weight 

Potential to improve productivity 

Sheep = supplementary income 

Income from crops= 75% of total income on 
the farm 

Dependent on feed purchasing 

 

Badly affected by Blue Tongue disease 
since 2007, which lowered productivity 
and increased veterinary costs 

Limit to high prices for lamb meat paid by 
the French consumer in times of global 
crisis 

Opportunities Threats 

Potential development of the sheep 
enterprise if the crop economic context is 
not an incentive 

Increased biofuel manufacture leading to 
greater co-product availability 

Possible collapse of the sheep enterprise 

Falling consumption 

 

Table 7.11 France mixed crop system: Facing increased operating costs 

Strengths Weaknesses 

Concentrates partly produced on farm 

Better productivity /ewe 

High proportion of lamb meat is sold with a 
specific brand of quality (Label Rouge, PGI, 
PDO) 

High costs in machinery & buildings 

Greater option with crops 

Limit to high prices for lamb meat paid by 
the French consumer in times of global 
crisis 

 

Opportunities Threats 

Increased biofuel manufacture leading to 
greater co-product availability 

Better grassland management to reduce 
purchase feed costs 

Potential to move to easier management 
type systems (e.g. easy care) 

Potential to grow home grown feed 

Greater volatility of input prices impacting 
on enterprise margins 

Falling consumption 



The Impact of Increased Operating Costs on Meat Livestock in the EU 
__________________________________________________________________________________________ 

 

PE 419.109 163

Table 7.12 France forage specialist system: Facing increased operating costs 

Strengths Weaknesses 

Good self-sufficiency in feed 

Better productivity /ewe 

High public support (either through 
environmental programs or coupled 
premiums) 

High proportion of lamb meat is sold with a 
specific brand of quality (Label Rouge, PGI, 
PDO) 

Purchased feed costs still high 

High costs in machinery and contractors 

Limit to high prices for lamb meat paid by 
the French consumer in times of global 
crisis 

 

Opportunities Threats 

Better grassland management to reduce 
purchase feed costs 

Potential to move to easier management 
type systems (e.g. easy care) 

Potential to grow home grown feed 

Greater volatility of input prices impacting 
on enterprise margins 

Falling consumption 



Policy Department B: Structural and Cohesion Policies 
__________________________________________________________________________________________ 
 

PE 419.109 164



The Impact of Increased Operating Costs on Meat Livestock in the EU 
__________________________________________________________________________________________ 

 

PE 419.109 165

8. EUROPEAN & NATIONAL REGULATIONS AFFECTING 
ANIMAL FARMING AND THEIR COST IMPACTS 

 
EU members are subject to a set of common rules, the translation of shared societal 
choices (to protect farm animals and the environment, to prevent animal diseases, to 
guarantee food safety ...). In theory, this common regulatory base places members in 
similar competitive conditions. In practice, implementation modalities may differ and the 
impact of European regulations may vary between countries according to production 
systems (farm size and activity, building types, geographical distribution of production, 
sector organisation...) and physical specificities (UAA, climate, soil, geographical 
location...). In addition, some countries choose to go beyond EU standards, by 
implementing more stringent national or regional regulations.  
 
All stages of meat production are governed by many regulations with implementation 
almost always generating costs (adaptations, controls ...). 
 
General considerations about over costs due to EU regulations can be found in Annex 1.4, 
with examples in the beef sector. This text written by Dr Claus DEBLITZ (vTI) distinguishes 
between the different kinds of EU regulations (on product standards or on process 
standards) and their international acceptance level (broadly acknowledged or not). He 
makes a point about the methodology to be used. His conclusion could be discussed: “we 
need to be careful about the interpretation and conclusions from the results. But it seems 
that deducting market protection measures only from regulation-related costs in most 
cases does not make a lot of sense”. 
 

8.1. Main EU legislations 

 
In this section, EU regulations are briefly presented. But it should be noted that there are 
other regulations (labour, taxation, social security ...) that are not subject to EU 
harmonisation and may also weigh on profitability and the relative competitiveness of the 
member states among themselves and in relation to non-EU countries. 
 
8.1.1. Animal feed 
 
The quality of feed affects the health of animals and thus food security. Labelling and 
transport of feed is highly regulated (hygiene, limitation or prohibition of certain substances 
and products, controls) to protect human and animal health. 
 
8.1.2. Animal Health 
 
The EU introduced numerous measures to prevent (emergence and dissemination) and 
control animal diseases. This legislation, adding to veterinary and food hygiene rules 
(“Hygiene” package), includes general provisions for the monitoring17,18, reporting19, and 

                                          
17  Directive 2003/99/CE du Parlement européen et du Conseil, du 17 novembre 2003, sur la surveillance des 

zoonoses et des agents zoonotiques, modifiant la décision 90/424/CEE du Conseil et abrogeant la directive 
92/117/CEE du Conseil. 

18  Règlement (CE) n° 2160/2003 du Parlement européen et du Conseil, du 17 novembre 2003, sur le contrôle 
des salmonelles et d'autres agents zoonotiques spécifiques présents dans la chaîne alimentaire. 
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treatment of infectious diseases and their vectors, and specific provisions for certain 
diseases (BSE, FMD, avian influenza). Medicines for animals are also regulated. 
 
8.1.3. Animal welfare 
 
All member states have ratified the European Convention for animal protection20with 
principles relating to animal housing (space and ambient conditions), feed and care 
appropriate to their needs, especially in intensive farming systems21. The aim is to spare 
animals, sentient beings, all unnecessary suffering in three main areas: farming22,23,24, 
transport25 and slaughter26. Minimum standards are established to protect and to avoid 
competition distortions between producers in the various member states. The detailed 
application of the Animal Welfare Directives in different member states is presented in 
Annex 5-2. 
 
8.1.4. Environmental protection 
 
Measures are taken to limit the pollution of water (especially by Nitrates27 since 1991) or 
air (ammonia28 since 2001). A detailed presentation of their application in different EU 
countries is proposed in Annex 5-1. The risk of contamination by GMOs and food packaging 
is also controlled.  
 
In order to protect (from pollution) and manage (sustainable use) water (surface, 
groundwater, transitional, coastal), the EU has a Community framework. A framework 
directive29 provides for the identification of European waters and their characteristics, and 
river basins, as well as the adoption of management plans and measures appropriate to 
each body of water. 
 
To protect the air quality, industrial and agricultural activities with a high pollution potential 
are subject to authorisation under the IPPC Directive30. This authorisation is granted only 

                                                                                                                                     
19  Directive 82/894/CEE du Conseil du 21 décembre 1982 concernant la notification des maladies des animaux 

dans la Communauté. 
20  Convention européenne sur la protection des animaux dans les élevages, Strasbourg, 10 mars 1976. 
21  Directive 98/58/CE du Conseil, du 20 juillet 1998, concernant la protection des animaux dans les élevages. 
22  Directive 91/630/CEE du Conseil, du 19 novembre 1991, établissant les normes minimales relatives à la 

protection des porcs. 
23  Council Directive 2001/88/EC of 23 October 2001 amending Directive 91/630/EEC laying down minimum 

standards for the protection of pigs. 
24  Commission Directive 2001/93/EC of 9 November 2001 amending Directive 91/630/EEC laying down 

minimum standards for the protection of pigs. 
25  Règlement (CE) n°1/2005 du Conseil, du 22 décembre 2004, relatif à la protection des animaux pendant le 

transport et les opérations annexes et modifiant les directives 64/432/CEE et 93/119/CE. 
 Règlement (CE) n° 1255/97, Règlement (CE) nº 1255/97 du Conseil du 25 juin 1997 concernant les critères 

communautaires requis aux points d'arrêt et adaptant le plan de marche visé à l'annexe de la directive 
91/628/CEE. 

26  Décision 88/306/CEE du Conseil, du 16 mai 1988, concernant la conclusion de la convention européenne sur 
la protection des animaux d'abattage, Directive 93/119/CE du Conseil, du 22 décembre 1993, sur la 
protection des animaux au moment de leur abattage ou de leur mise à mort. 

27  Directive 91/676/CEE du Conseil, du 12 décembre 1991, concernant la protection des eaux contre la pollution 
par les nitrates à partir de sources agricoles. 

28  Directive 2001/81/EC of the European Parliament and of the Council of 23 October 2001 on national emission 
ceilings for certain atmospheric pollutants. 

29  Directive 2000/60/CE du Parlement européen et du Conseil, du 23 octobre 2000, établissant un cadre pour 
une politique communautaire dans le domaine de l'eau. 

30  Directive 2008/1/CE du Parlement européen et du Conseil du 15 janvier 2008 relative à la prévention et à la 
réduction intégrées de la pollution (qui remplace sans modification des dispositions de fond la directive 
96/61/CE dite Directive IPPC. 
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after verification that enterprises are responsible for the prevention and reduction of 
pollution they may cause. 
 
8.1.5. Food safety and quality 
 
Food safety: the "hygiene package" 
 
Foodstuffs of animal origin (Annex I to the Treaty establishing the European Community) 
may present microbiological and chemical risks. Such risks require the adoption of specific 
rules of hygiene which can contribute to maintaining the internal market and ensure a high 
level of protection of public health. The EU food safety policy has been stepped up in the 
early 2000s, following the BSE crisis, with the "from farm to table" approach. 
 
Based on risk analysis and traceability, this approach requires the control of food products 
at all sensitive production stages to verify compliance with strict rules of hygiene. All of 
these regulations are included in the “hygiene package”31. It also prescribes rules for 
appropriate labelling of these foods and products. Trade in animals and animal products 
between member states and with non-EU countries is also regulated32. Member states have 
the possibility to refuse entry into their territory any cattle and pigs infected or suspected 
of suffering from a contagious disease33. 

Gastronomic heritage and food quality 

The EU promotes its gastronomic heritage (traditional specialty guarantees34, protected 
geographical indications and denominations of origin35) and educates consumers about the 
quality of its food (specific parameters, "logos of quality", signalling the presence of GMOs, 
organic agriculture). The marketing of GMOs for food or feed is regulated in every stage 
and their presence is indicated in labelling36. 
 

                                          
31  Directive 2002/99/CE du Conseil du 12 décembre 2002 fixant les règles de police sanitaire régissant la 

production, la transformation, la distribution et l'introduction des produits d'origine animale destinés à la 
consommation humaine. 

 Règlement (CE) n° 852/2004 du Parlement européen et du Conseil du 29 avril 2004 relatif à l'hygiène des 
denrées alimentaires. 

 Règlement (CE) n° 853/2004 du Parlement européen et du Conseil du 29 avril 2004 fixant les règles 
spécifiques d'hygiène applicables aux denrées alimentaires d'origine animale. 

 Règlement (CE) n° 854/2004 du Parlement européen et du Conseil du 29 avril 2004 fixant les règles 
spécifiques d'organisation des contrôles officiels concernant les produits d'origine animale destinés à la 
consommation humaine. 

 Règlement (CE) n° 882/2004 du Parlement européen et du Conseil du 29 avril 2004 relatif aux contrôles 
officiels effectués pour s'assurer de la conformité avec la législation sur les aliments pour animaux et les 
denrées alimentaires et avec les dispositions relatives à la santé animale et au bien-être des animaux. 

32  Directive 2004/68/CE du Conseil du 26 avril 2004 établissant des règles de police sanitaire relatives à 
l'importation et au transit, dans la Communauté, de certains ongulés vivants, modifiant les directives 
90/426/CEE et 92/65/CEE et abrogeant la directive 72/462/CEE. 

33  Directive 64/432/CEE du Conseil, du 26 juin 1964, relative à des problèmes de police sanitaire en matière 
d'échanges intracommunautaires d'animaux des espèces bovine et porcine. 

34  Règlement n°509/2006 du Conseil du 20 mars 2006 relatif aux spécialités traditionnelles garanties des 
produits agricoles et des denrées alimentaires. 

35  Règlement (CE) n°510/2006 du Conseil, du 20 mars 2006, relatif à la protection des indications 
géographiques et des appellations d'origine des produits agricoles et des denrées alimentaires. 

36  Règlement (CE) n°1830/2003 du Parlement européen et du Conseil, du 22 septembre 2003, concernant la 
traçabilité et l'étiquetage des organismes génétiquement modifiés et la traçabilité des produits destinés à 
l'alimentation humaine ou animale produits à partir d'organismes génétiquement modifiés et modifiant la 
directive 2001/18/CE. 
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8.2. Additional costs of these regulations for EU Beef production 

 
From the review of The Statutory Management Requirements (SMRs) of 19 Directives and 
Regulations and GAEC standards, it appears that the Nitrates Directive, food safety 
requirements and animal welfare standards in particular might lead to higher beef 
production costs, at least at an individual farm level and potentially also at sector level. 
Although the potential cost impact of the rules concerning the identification and registration 
of farmed livestock (i.e. using ear tags, passports etc) is low, the analysis shows that beef 
farmers face significant problems with compliance. 
 
In the note “Cross compliance and competitiveness of the European beef and pig sector” 
37, Kees de Roest (CRPA, Italy) and the authors point out additional costs cross compliance 
may generate European constraints in the beef sector with the Nitrate Directive implications 
and Identification and Registration of bovines. 
 
8.2.1 Financial impact of the Nitrate Directive 
 
The main requirement established by the Nitrate Directive is the limit of 170 N kg/ha, 
which may generate extra-costs for disposing of manure correctly. In Nitrate Vulnerable 
Zones (NVZ) farms exceeding the maximum limit have to find extra land to spread excess 
manure, either by buying or renting land or paying a license to spread manure on the land 
of nearby farmers. Moreover, they are obliged to invest in manure storage facilities due to 
the prohibition of spreading manure in winter time. 
 
Not all beef production systems will be affected by the Nitrate Directive. Statistical 
treatments on FADN data using a breakdown of beef farms according to their production 
and their stocking rate conclude that 24,842 beef farms (6.7% of the total number of cattle 
farms) in the EU-15 will face a cost increase due to the application of the Nitrate Directive. 
In terms of production, this would mean 3% of beef produced on cow-calf farms and 4.2% 
of beef on finishing farms (see Annexe 1.5). If we assume that 50% of beef farms are 
already complying with the Nitrate Directive, 1.49% of beef produced on cow-calf farms 
and 2.10% of beef produced in beef fattening units, will effectively face a cost increase in 
order to attain a 100% compliance at EU level (See Annex A.5). 
 

                                          
37  Cross compliance and competitiveness of the European beef and pig sector, Kees de Roest, Roel Jongeneel, 

Koen Dillen, Jonathan Winsten,  Research Center on Animal Production (CRPA), Reggio Emilia (I),  Agricultural 
Economics Research Institute (LEI), the Hague (NL), Catholic University Leuven (B), Winrock International 
Institute for Agricultural Development (USA). 
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Table 8.1: Slurry storage and distribution costs in ordinary zone and Nitrates 
Vulnerable Zone (increase of land availability and slurry treatment) 

Costs  Ordinary zone Nitrate Vulnerable Zone 

   Spreading at 15 
km 

Effluent treatment 
and spreading 

Storage cost  €/kg 0.035 0.051  

Effluent treatments costs  €/kg   0.129 

Slurry spreading cost €/kg 0.023 0.162 0.06 

Total cost of slurry management €/kg 0.058 0.213 0.215 
 
The increased costs were calculated using a beef finishing farm in Italy (1,200 young bulls 
on 151 ha of agricultural land). This increase has been estimated at 0.155€ per kg beef 
(see table A.X.1). Supposing that first the area is recognised as an ordinary zone, the only 
cost arising from the current situation is from storage and slurry distribution on own 
farmland. Now if the area where the farm is located is declared as a NVZ it will therefore be 
necessary to add farm land (75 ha) in order to respect the maximum allowed limit of 170 
kg N per hectare. This entails an extra-cost for acquiring the right of spreading on lands 
owned by others and to transport the excess manure to these farmlands that are supposed 
to be situated 15 kilometres from the beef farm. Furthermore, the size of basins for storing 
slurry must be increased up to the minimum capacity required, corresponding to 180 
storage days. 
 
In order to estimate the impact on the EU beef sector, the production cost analysis of the 
agri benchmark network coordinated by the Federal Institute for Agriculture (FAL) has been 
used. A weighted average of the agri benchmark beef farms network generates an average 
beef production cost of € 2.67/kg in the EU. The increase for those farms located in NVZ 
which exceed the limit of 170 kg N per hectare would then be equal to 5.8%. The table 
above shows that it concerns only 1.7% of EU beef production. The sector cost increase will 
therefore be limited to 0.095%. 
 
8.2.2 Financial impact of Identification and Registration of Animals 
 
The costs per head, including costs for the ear tags accidentally lost, range from a 
minimum of €1.80 per head in France up to €4.40 per head in the United Kingdom (See 
table 1.X.2). In order to estimate the impact on the EU beef sector the production cost 
analysis of the agri benchmark has been used. Considering the total production costs per 
farm it is possible to calculate the percentage cost increase per kg beef attributed to the 
identification and registration (I&R) of beef cattle. Presuming an almost 100% compliance 
we obtain an average weighted cost increase of 0.455% for the EU-15. The variation in the 
cost impact of I&R is either due to the cost per head of registration or to the herd size. In 
countries with large herd sizes, economies of scale can be exploited, whereas small herds, 
like for example in Ireland, are facing more significant impacts (Cf. annexe A.5). 
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Table 8.2: Production cost increase per kg beef related to the I&R of beef cattle 

 FR DE IT UK 

Cost I&R per head  1.80 2.92 2.20 4.20 

Cost of I&R per kg beef 0.007 0.011 0.012 0.029 

% cost of I&R  0.16% 0.27% 0.35% 0.47% 
Source: CRPA calculations on agri benchmark 
 

8.3. Additional costs of these regulations for EU Pig production 

 
European pig production is undergoing a major economic crisis with potentially dramatic 
consequences. In addition, for a long time, the sector has been up against many barriers 
that create additional costs compared to competitors. Even within the EU, the 
consequences of these constraints vary between member states because of differing 
implementation of common rules (absence or delay in the transcription of directives, terms 
of implementing, derogations). In addition, specific constraints exist at a national and 
regional level (more stringent regulation such as for example the Law ICPE38 in France, 
taxation and social contributions, labour laws, etc that are not subject to European 
harmonisation…). 
 
The overall impact as additional costs of measures for the protection of the environment 
and animals, traceability and safety was evaluated in 2003 by IFIP-Institut du porc 
(Gourmelen et al. 2003). The total additional cost borne by the entire French pig industry 
was between 267 and 333 million euros for the implementation of these measures from 
2005 and will reach 318 to 377 million euros (0.13 to 0.16 € / kg carcass) from 2014 
(Table 8.1). 
 

                                          
38  The law ICPE for « classified installations for environmental protection » defines the procedure for 

authorisation of pig farms in France. 
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Table 8.3: Annual costs (1) (including incurred losses) induced by the rules in the 
French pig industry in 2005 and 2014 

 2005 2014 

Environment   

• Norms compliance 31.5 31.5 

• Excess nitrogen processing 111 111 

• Nitrogen tax 2.2  

Welfare   

• In farms 3.6 – 12.5 15.8 – 17.9 

• During transport 0.7 0.7 

Traceability   

• Identification of livestock, monitoring 

- Investments 

- Operating 

1.6 – 4.6 

13.8 – 67 

1.6 – 4.6 

13.8 – 67 

• Feed 

- Industry feed 

- Non GMO raw materials 

6.4 

2.1 

6.4 

2.1 

• Downstream in the chain 40 40 

Safety   

• Removal of antibiotic growth 9.4 49.6 

• Prohibition of animal meal in feed 5.2 5.2 

• Elimination of by-products in the 
slaughterhouse 41.4 41.4 

All additional costs (millions of euros) 267 – 333 318 - 377 

Total additional cost in € per kg carcass 
weight (2, 3) 0.11 – 0.14 0.13 – 0.16 

(1) These costs include depreciation and financial costs and operating costs (labour, additional inputs) 
(2) On the basis of an annual French production of 2,360 cwe. 
(3) Knowing that these costs do not apply uniformly to all players 

Source: calculations and estimates of IFIP 
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More recently, Hoste and Puister (2009) compared between countries the costs for pig 
farming of a selection of government measures in the field of environmental protection, 
animal welfare and public health. The future increase in these costs in the year 2013 was 
also studied, since a number of transitional periods will then expire. 
 
Since zoonoses control has little cost consequences for most of the farmers, these costs 
were not compared. A ban on growth promoters has had a real effect in farms with bad 
performance but in those with good hygiene and health status, the ban had little effect.  
On the contrary, the EU ban on meat-and-bone meal has had considerable impact on the 
following: 

- disposal costs for abattoirs,  

- the protein price in pig feed.  
 
This means a significant cost disadvantage compared to non-EU countries. 
 
A large proportion of protein sources for pig feed is imported from outside the EU. An 
increasing share of world production of such crops (mainly soya and maize) is from 
genetically modified hybrids. Over the last years there have been increasing difficulties with 
the EU import of (GM) food and feedstuffs from major exporting countries. This is due to 
the asynchronous EU approval of GM crops, coupled with the operation of a zero tolerance 
threshold for the presence of GMOs not yet approved in the EU. This EU policy has already 
led to difficulties with the import of raw materials from exporting countries where more 
GMOs have already been approved or are under development. Backus et al. (2008) argue 
that in the near future these problems will become more urgent. This could negatively 
affect the EU supply of raw materials and economic position of the European agricultural 
and food sector. 
 
Table 8.2 gives an overview of the current (2007) costs of the afore mentioned factors. 
Figure 8.1 summarises these costs per group of measures for two EU countries. 

Table 8.4: Annual costs (including incurred losses) induced by regulations in pig 
farming in a number of countries in 2007 

Parameter Netherlands France Germany Poland 

Manure disposal 7.7 3.3 3.0 0.0 

Emission reduction 1.6 0.0 0.0 0.0 

Energy tax 1.8 0.0 0.4 0.0 

Production rights 4.6 0.0 0.0 0.0 

Living surface 1.4 0.0 0.0 0.0 

Group housing 0.3 0.0 0.0 0.0 

GM crops 1.1 1.1 1.1 1.1 

Meat-and-bone meal 1.4 1.4 1.4 1.4 

Growth promoters’ ban 0.0 0.0 1.0 3.0 

Total 20.0 5.9 7.0 5,6 

Source: Hoste and Puister, 2009 
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Figure 8.1: Costs of governmental measures in 2007 and 2013 per country 
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Source: Hoste and Puister, 2009 

 
Differences between both studies occur due to the selection of measures and to the fact 
that Hoste and Puister (2009) focused on newly built farms, instead of adapting existing 
buildings (which is more usual in practice). 
 
According to the latter study, the Netherlands have the highest costs for implementing 
governmental measures. Manure disposal and production rights, but also costs for the 
living surface area of fattening pigs are major cost factors. Regional manure surplus is also 
leading to costs for French producers. The limitations towards GM crops and meat-and-
bone meal give an equal cost effect for all countries. The ban on growth promoters, 
however, is typically disadvantageous for Polish producers. 
 
It has to be mentioned that environmental protection costs are also linked to the density of 
a country, with the Netherlands being very densely populated, in terms of both animals and 
people. This high density also gives advantages in terms of sector structure and logistics. 
Nevertheless, these costs are putting pressure on the net result of farms and thus on 
farmer income. It also creates disadvantages in terms of international competitiveness. 
Compared to non-EU competitors, EU countries already have rather high production costs 
(Brazil producing at roughly 60% of the cost level of Western European countries).  
 
In important competing countries like the US and Brazil, there are almost no 
limitations with significant cost effects, regarding animal welfare or 
environmental protection. Neither are there limitations regarding the use of GM 
crops for animal feed. If tariffs were cut, it would become more important to have 
a level playing field within the EU as far as international competition is concerned. 
Also some kind of protection is needed against pig meat imports from countries 
not fully complying with European production standards. 
 
The current EU policy regarding GMOs and meat-and-bone meal and the lack of Non Trade 
Concerns in the context of the WTO negotiations negatively affect production cost 
developments and the EU pig sector competitiveness compared with non-EU countries. 
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8.4. Poultry 

8.4.1 Main EU and national legislation 
 
EU and national regulations with a direct impact on poultry farmers relate to three topics: 
environmental protection, animal welfare and health and food safety. They refer to the 
meat livestock in general, intensive livestock (pigs and poultry) or more specifically to 
poultry (laying hens, broilers or other species). In this chapter we only refer to the main 
regulations with specific relevance for the broiler sector and having a significant influence 
on production costs at farm level. 
 
Environmental protection 
 
Measures are taken to limit the pollution of land, water and air. Directive 91/676/EC 
protects land and water from high concentrates of nitrate mainly with a maximum amount 
of organic N per hectare to be applied. Different countries have additional national 
legislation to limit manure spreading to certain periods or special soil types. This is 
especially relevant in areas with a high concentration of pigs and poultry like the south of 
the Netherlands, Flanders in Belgium and Bretagne in France. Directive 2001/81/EC gives 
Nations Emission Ceilings for ammonia for every member state. The Netherlands has a high 
reduction obligation. The Netherlands and Germany have additional national regulations to 
reduce ammonia emissions from poultry houses. More general pollution caused by 
agricultural activities is regulated by the IPPC Directive (96/61/EC). 
 
Animal welfare 
 
Directive 2007/43/EC gives minimum standards for the keeping of broilers. This directive 
gives standards for water, feed, ventilation, heating and light. An important feature of this 
directive is the maximum density in kg live weight per m² of poultry house. Every member 
state can implement this directive in a different way and this should be done by June 30, 
2010.  
 
Food safety 
 
Animal products may present microbiological and chemical risks. Such risks require the 
adoption of rules of hygiene, traceability and labelling. For the poultry sector, the Zoonoses 
Directive is especially relevant. Regulations 2003/2160/EC (general) and 2007/646/EC 
(broilers) are worth mentioning. Between member states, there is a large variation in 
salmonella prevalence for Salmonella (EFSA, 2007). In response to this baseline survey 
each member state had to make a plan to reduce the salmonella prevalence on poultry 
meat. In particular, Spain and Poland must be pro-active on this subject in the coming 
years.  
 
8.4.2. Additional cost of regulations 
 
During the coming years, new EU and national legislation will come into force and will exert 
an influence on broiler production costs. These regulations relate to food safety, animal 
welfare, and protection of the environment. In all these areas, both society and the public in 
EU member states impose conditions that are interpreted in terms of legislation and 
regulations. In 2010, EU regulations will be introduced to regulate bird density in broiler 
houses. Although this is a European measure, it will have particularly strong economic 
consequences for the Netherlands as the Dutch average for bird density is greater than in 
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other countries. Broiler farmers in the Netherlands and Germany will also be confronted with 
national environmental measures designed to reduce the level of ammonia emissions. 
Pursuant to the current regulations, all broiler houses will need to achieve low-emission 
standards by 2012. Lastly, the Zoonoses Directive is an additional measure at EU level. 
Although this will also increase the costs incurred by farms in the Netherlands, Germany and 
France, it is expected that the resultant cost increases will be greater in Poland in particular.  
The LEI institute in the Netherlands conducted a study on production costs in selected EU 
countries and the expected increase in production costs towards 2012 (van Horne, 2009). 
Figure 8.2 shows the costs in each country for the different themes. 
 
The result is that in 2012 production costs in the Netherlands will have risen by over 0.027 € 
per kilogram live weight. In Germany, that increase will be 0.022 €. In the United Kingdom 
and France there will be a small increase of 0.007 € and 0.003 € per kg live weight 
respectively. In Poland, production costs will rise by 0.029 €, primarily as a consequence of 
measures aimed at reducing salmonella contamination. 
 

Figure 8.2: Increase in production costs from 2007 towards 2012 for broiler farms 
in the Netherlands (NL), Germany (G), United Kingdom (UK), France (FR) and 
Poland (PL) as a result of lower bird density, reduction of ammonia emissions and 
lower salmonella prevalence 
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Source: LEI report 2009-004 

As no concrete measures are expected in the US, Brazil and Thailand that would raise 
production costs, the difference in production costs compared with the Netherlands, 
Germany and Poland will grow further (see also paragraph 6.2). 
 

8.5. Sheep: The mandatory electronic identification for the sheep sector 

 
EU regulations represent supplementary costs for the European sheep farms and industries. 
Most of these regulations are already addressed in the beef chapter. Mandatory electronic 
identification is a new regulation that is specific to the sheep sector and we therefore 
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decided to address this issue in particular, though it is difficult to assess its impact at this 
time. 
 
On January the 1st of 2010, electronic identification will become mandatory in the EU for 
the sheep sector. The most probable scenario at this time is that every ovine animal born 
after the 1st of July will have to be tagged with an electronic chip. Modalities for already-
identified animals are still to be defined. 
 
From different pieces of literature, we estimate that an electronic tag represents an 
additional cost of 0.80€ compared to a traditional tag (respectively 1€ and 0.20€ per tag). 
The following table presents a quick simulation with a simple hypothesis: initially with no 
additional cost for animals already tagged and with costs relative to the machine that reads 
electronic tags (readers) not taken into account. 
 

Table 8.5 Rough assessment of the additional costs of the electronic tagging 

  
Ireland 

lowlands
UK  

lowland
UK  
hills 

Fr 
Intensive 

mixed 
crop 

Fr 
Mixed 
crop 

Fr 
Specialised 

lowland 

Fr Hill 
pastora

l 

N° of ewes 237 504 715 205 350 470 360 

N° of lambs born 344 801 994 258 515 729 378 

Total gross additional cost
(€) 275 641 795 207 412 583 302 

Gross additional cost /ewe
(€) 1.16 1.27 1.11 1.01 1.18 1.24 0.84 

Gross additional cost /lamb
sold (€) 1.08 1.01 0.98 1.08 1.08 1.06 1.05 

Gross additional cost /kg
sold (€) 0.058 0.057 0.056 0.056 0.061 0.057 0.068

Increase of the operating
costs /kg 3.2% 4.1% 3.5% 1.5% 1.9% 1.8% 2.1% 

Source: Institut de l’Elevage 

 
From this simulation, we can assess that the minimum gross additional cost of the 
electronic tag would be 1€ per lamb sold or 0.06€ per kg. This represents an increase of 
1.5% to 4.1% of the operating costs we calculated. This result does not include costs for 
animals already tagged or costs of electronic readers. 
 
At this stage, it is very difficult to assess the benefit from electronic tagging but it is 
obvious in terms of reducing labour costs (less paper work), sanitary costs (more efficient 
management of treatments)… 
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Box: Main EU regulations directly affecting meat livestock industry 

• Directive 2003/99/EC of the European Parliament and of the Council of 17 
November 2003 on the monitoring of zoonoses and zoonotic agents, amending 
Council Decision 90/424/EEC and repealing Council Directive 92/117/EEC.  

• Regulation (EC) No 2160/2003 of the European Parliament and of the Council of 
17 November 2003 on the control of salmonella and other specified food-borne 
zoonotic agents.  

• Council Directive 82/894/EEC of 21 December 1982 on the notification of animal 
diseases within the Community. 

• Council Decision 78/923/EEC of 19 June 1978 concerning the conclusion of the 
European Convention for the protection of animals kept for farming purposes.  

• Council Directive 98/58/EC of 20 July 1998 concerning the protection of animals 
kept for farming purposes. 

• Council Directive 91/630/EEC of 19 November 1991 laying down minimum 
standards for the protection of pigs. 

• Council Directive 2001/88/EC of 23 October 2001 amending Directive 
91/630/EEC laying down minimum standards for the protection of pigs. 

• Commission Directive 2001/93/EC of 9 November 2001 amending Directive 
91/630/EEC laying down minimum standards for the protection of pigs. 

• Council Regulation (EC) No 1/2005 of 22 December 2004 on the protection of 
animals during transport and related operations and amending Directives 
64/432/EEC and 93/119/EC and Regulation (EC) No 1255/97. 

• Council Regulation (EC) No 1255/97 of 25 June 1997 concerning Community 
criteria for staging points and amending the route plan referred to in the Annex to 
Directive 91/628/EEC. 

• Council Decision 88/306/EC of 16 May 1988 concerning the conclusion of the 
European Convention on the protection of animals for slaughter.  

• Council Directive 93/119/EC of 22 December 1993 on the protection of animals 
at the time of slaughter or killing. 

• Directive 91/676/EC of 12 December 1991 on the protection of waters against 
pollution caused by nitrates from agricultural sources. 

• Directive 2001/81/EC of the European Parliament and of the Council of 23 
October 2001 on national emission ceilings for certain atmospheric pollutants. 

• Directive 2000/60/EC of the European Parliament and of the Council of the 23 
October 2000 establishing a framework for the Community action in the field of 
water policy. 
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• Directive 2008/1/EC of the European Parliament and of the Council of the 15 
January 2008 concerning integrated pollution prevention and control (which replaces 
the directive 96/61/EC known as Directive IPPC). 

• Council Directive 2002/99/EC of 12 December 2002 laying down the animal 
health rules governing the production, processing, distribution and introduction of 
products of animal origin for human consumption. 

• Regulation (EC) No 852/2004 of the European Parliament and of the Council of 
29 April 2004 on the hygiene of foodstuffs. 

• Regulation (EC) No 853/2004 of the European Parliament and of the Council of 
29 April 2004 laying down specific hygiene rules for food of animal origin. 

• Regulation (EC) No 854/2004 of the European Parliament and of the Council of 
29 April 2004 laying down specific rules for the organisation of official controls on 
products of animal origin intended for human consumption. 

• Regulation (EC) No 882/2004 of the European Parliament and of the Council of 
29 April 2004 on official controls performed to ensure the verification of compliance 
with feed and food law, animal health and animal welfare rules. 

• Council Directive 2004/68/EC of 26 April 2004 laying down animal health rules 
for the importation into and transit through the Community of certain live ungulate 
animals, amending Directives 90/426/EEC and 92/65/EEC and repealing Directive 
72/462/EEC. 

• Council Directive 64/432/EEC of 26 June 1964 on animal health problems 
affecting intra-Community trade in bovine animals and swine. 

• Council Regulation (EC) No 509/2006 of. 20 March 2006 on agricultural 
products and foodstuffs as traditional specialities guaranteed. 

• Council Regulation (EC) No 510/2006 of 20 March 2006 on the protection of 
geographical indications and designations of origin for agricultural products and 
foodstuffs. 

• Regulation (EC) No. 1830/2003 of the European Parliament and of the Council of 
22 September 2003 concerning the traceability and labelling of genetically modified 
organisms and the traceability of food and feed products produced from genetically 
modified organisms and amending Directive 2001/18/EC. 
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9. CAP HEALTH CHECK IMPLEMENTATION AND IMPACTS 
ON THE MEAT INDUSTRIES 

 

9.1. The CAP Health Check implementation throughout the EU 

 
France 
 
In the 2008 CAP Health Check, French chosen strategies target four goals (MAP, 2009): 

(i)      To introduce a new mode of subsidy for grass (annual allocation of 980 million 
euros, including the national contribution) 

(ii)      To strengthen the economy and employment throughout the country in order to 
support fragile productions such as the sheep and goat sectors, mountain dairy 
production, quality production of calves under the mother, the production of 
durum wheat in traditional areas of southern France (265 million euros, including 
the national contribution) 

(iii)      To establish a mechanism for climate and sanitary risk management (140 million 
euros, outside the budget of the Ministry of Agriculture and contributions of 
professionals, including 100 million euros for crop insurance and 40 million euros 
for a sanitary fund) 

(iv) To promote the sustainable development of agriculture through increased 
support systems to environmentally-friendly productions such as organic 
production (129 million euros, including national contribution). 

 
These four objectives are funded through budgetary redeployments (tax under Article 63, 
Article 68 and compulsory modulation). In 2010, almost 1.4 billion euros (that is to say 
18% of direct aid received by farmers) would be redirected to these targets. 
 
The Netherlands 
 
In the Netherlands, the Ministry of Agriculture, Nature and Food Quality wants to redirect 
funds as mentioned in Article 68 to environmentally-friendly agriculture and animal welfare 
systems, and improve quality in agriculture and risk insurance (in relation to weather). Of 
these items only the first two items relate to the pig and poultry sector. The Ministry wants 
to support so-called integrated sustainable houses. These housing systems improve animal 
welfare conditions and at the same time have lower emissions for the environment. The 
target for 2011 is that 5% of the livestock houses be integrated sustainable (LNV, 2009). 
The Dutch pig and poultry sector wants a budget to support quality improvements. This can 
be done through marketing and support for investments in new animal welfare-friendly 
housing systems. The Dutch pig and poultry sectors have also suggested to the Ministry 
greater support for risk insurance. 
 

9.2. Impact on EU Beef farms 

 
The last political agreement on the CAP Health Check gives each member state the 
opportunity to modernise and simplify the CAP in order to assist farmers in their adaptation 
to a new context and new regulations. Among a range of measures, the new round 
abolishes arable set-aside, gradually increases milk quotas up to their abolition in 2015, 
and converts market intervention into a genuine safety net.  
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Others measures impacting farmers: modulation expansion until 2013 in order to provide 
more funds with the second pillar and to support better water management, protection of 
biodiversity, and the production of green energy.  
 
Each member state will have to present their preference concerning the new subsidies’ 
orientation by the end of 2009. Some decisions have not been completed yet, but a small 
round in the 4 countries involved in the study gives a good overview of the implementation 
of the main schemes as far as beef production is concerned (cf. annex A.6). 
 

Table 9.1: “Health Check” implementation in beef production for the 4 countries 
(complements on table in annexe A.6.1) 

 France Germany Italy UK 

Modulation  From 7% (2009) to 10% (2012)+4% for >300 
000 euros 

England–From 10% in 2006 
to 19% from 2009, longer 
progressing schedule in 
Scotland, Wales or Northern 
Ireland. Always including 
voluntary modulation. 

Decoupled 
payment 

No change 
(historic SFP) 

No change 
in hybrid 
scheme 

No change (historic 
SFP) 

 

No change hybrid scheme. 
Historic based SFP in Wales 
and Scotland 

Coupled 
payment 

Remain at 
75% of the 
suckler cow 
premium 

   

Article 68-
69 

New grass 
single farm 
payment  

 Specific supports in 
part founded on 
additional payments 
e.g. art. 69  

a beef calf headage payment 
in Scotland 

Article 63-
64 

To be 
decided 

No change 

Article 45-
50 

No use of this article or no change 

2d pillar Broadly no 
change 

New milk 
fund  

Agri-environmental 
measures confirmed. 

Broadly no change  

 
The main evolution within the Health Check is the increase of the rate of modulation in 
order to re-orientate part of the funds to the second pillar. The progressing scheme has 
been adopted by most countries. In England, the modulation will rise to 19% from 2009 
but the schedule will be extended until 2012 and voluntary modulation is available. 
  
The reorientation of payment depends on the impact of the specific choices made by 
member states, relative to the following: 
 

- the rate of decoupling already engaged and assumed on farms (UK 35); 
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- the shift between historic SFP and acreage SFP with the reduction of subsidies 
for farms with higher acreage historic payments and particularly for finishing beef 
farms (DE 230, DE 280); 

- The shift between crop payment to grassland payment in favour of grassland 
feeding-based management and suckler cow farms. (FR 45 and FR 70). 

 
Table 9.2: Total government payments in 2014 with and without “Health Check” 
(1,000 EUR) 

 
Suckler cow 

farms 
Combined SC + 

Finishing  Finishing beef farms 

  
DE- 
1100 

FR-
85 

DE-
1400

FR- 
45

FR-
70 

UK-
35 

UK-
90 

DE-
230 

DE-
280 

FR- 
90 

IT-
910

IT-
2880

2014 (MTR) 622 36.0 1,289 29.6 38.4 50.5 75.6 31.5 24.1 33.9 207 382

2014 (HC) 594 39.4 1,228 30.1 40.3 50.5 75.6 30.2 23.1 30.9 202 354

Evolution -27.0 3.4 -61.6 0.5 1.9 0.0 0.0 -1.3 -1.0 -3.0 -4.9 -28.9

Source: agri benchmark  

 
Since 2005, the United Kingdom has operated a totally decoupled CAP payment scheme. 
The only exception is the Scottish Beef Calf Scheme, introduced following industry concerns 
about decoupling impacts on the beef sector. Any Single Payment in Scotland with an 
element of beef ‘history’ was reduced to pay for the scheme under Article 68. One of the 
headline changes from the Health Check was an increase in the rates of modulation. 
However, this will not result in any further reductions in payments for most British livestock 
producers as the increases in European ‘compulsory’ modulation will be offset by equivalent 
reductions in the rates of the existing national ‘voluntary’ modulation. 
 
In France, despite the main changes in payments organisation and the increase of 
modulation, this “Health check” does not strongly affect the income of French beef farmers. 
According to calculations on typical farms, the variation of premiums after CAP is situated 
between - 5 and +7% of the subsidies perceived in 2006. Thus, the balance of the beef 
systems should not be strongly affected and the redistribution of the subsidies even makes 
it possible to compensate for the whole or part of the modulation of 5%. Those new 
measures seem to favour grass-feeding management. On plains, the competition with 
cereal production will be reinforced by the bigger part of beef premiums decoupling.  
 
In Germany, highly relevant for beef farms in the coming years is the reduction of Single 
Farm Payments from 2010 onwards by 10, 30, 60 and 100% up to 2013. This has already 
been decided within the MTR (BMVEL 2004)! This will lead to a sharp reduction in 
profitability and liquidity on a whole farm level and to a sharp reduction in beef farmers’ 
income. This is especially true in intensive farms with a high stocking rate and a 
subsequent high proportion of historic payments (to be reduced) and a low proportion of 
acreage payments. In grassland farms, the newly introduced grassland premium means 
that total payment levels may be increased in many cases. The Health Check is estimated 
to have only a minor direct impact on the beef producing farms in Germany. 
 
In Italy, the impact on the beef sector brought about by the CAP “Health Check” depends 
mainly on how Article 68 of Regulation 73/09 will be applied. The other provisions 
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contained in the reform are likely to have limited effects on beef farming, with the 
exception of the modulation increase. The payment per head would be higher due to the 
increase of the resources put in place for financing the same measure, but the impact on 
the whole amount of direct subsides will depend on the percentage of retention applied to 
the value of the Single Farm Payments. 
 

9.3. Impact on the EU Pig farms 

 
Pig production does not receive CAP direct payments so the reform does not change the 
advantage of pursuing or abandoning this production. Specialised pig farms, which raise 
more than half of the herd in France, were little affected by the 2003 CAP reform, as the 
CAP animal premiums represent only 1% of their total aid (87% are subsidies for cereals or 
oilseed crops). Nevertheless, because the direct supports they get are linked to the land 
they crop, their supports will be reduced under the application of the CAP Health Check in 
France in 2010 and beyond. Indeed, the choice to redistribute direct supports, in particular 
from crops to grasslands, will reduce the support received by specialised pig farms. 
 
An IFIP study (Marouby and Ilari, 2008) on the effects of the 2003 CAP reform on pig 
production systems in France estimated the proportion of public support in their profit and 
their dependence on European agricultural policy. It appears that mixed farms with crops 
and pigs were the most sensitive to direct supports (receiving just over 30,000 € direct 
supports per year on average over 2001-2005). The "small structures with beef fattening” 
were also highly dependent on supports (with 25,000 € direct supports per year on average 
over 2001-2005). In these structures, the amount of direct supports is equal to or exceeds 
the current result. 
 
In this study, three scenarios for agricultural policy orientation have been defined: 
"liberalisation", "local consumption" and "promotion of public property." 
 
In the "liberalisation" scenario, a new, "liberal", CAP reform induces a reduction in 
support for agricultural production and increased competition in the meat markets by 
reducing protections in the WTO. Rising costs and higher competition in the meat market 
require a strong improvement in technical productivity and economic efficiency that 
encourage the specialisation and expansion of farms. 
 
The "local consumption" scenario is based on consumer consent to pay for the origin 
and production conditions of products. The CAP is moving towards a limited reduction of 
production supports, an increase in modulation and higher funding for rural development. 
Import protection reduces the pressure on markets. The additional costs generated by 
production conditions are remunerated by the market. Good market conditions limit the 
need for arbitration between productions and slow the trend toward specialisation. Aids 
from the 2nd pillar limit farm loss. 
 
In the "promotion of public property" scenario, the CAP is reoriented in favour of non-
market objectives (protection of the environment and animal welfare ...). Supports are eco-
eligible. At the WTO, the EU puts forward its standards to provide protection to its domestic 
production (labelling standards for imports). This is especially important as grain production 
is declining; consequent higher feed costs, together with additional regulatory costs, lead 
meat production costs to soar, affecting domestic consumption and reducing exports. 
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9.4. Impact on EU Poultry farms 

Poultry meat producers do not receive any direct payments from the CAP. A study from 
ITAVI (2007) showed that the reform of 2003 didn’t affect the poultry sector in France, and 
that in the future other factors, such as WTO agreements leading to a greater EU market 
opening, will be more decisive on producers’ incomes. In the CAP Health Check 
implementation, French choices target four goals. Two are (indirectly) related to poultry 
production (see 9.2 for the details). These are to establish a mechanism for climate and 
sanitary risk management and to support sustainable development of agriculture through 
better support systems to environmentally-friendly production, such as organic production 
systems. In the event of a sanitary crisis, such as the 2006-07 avian flu (or the fear of 
sanitary crisis leading to high media involvement regarding risk communication), 
experience has showed that EU funds would be necessary to manage the crisis by 
temporarily reducing production capacities and by providing some indemnities to farmers. 
The following suggestions to help the European industry recover competitiveness are put 
forward by French participants in the framework of the Health Check implementation: 
 

- Financial support for investments made to improve animal welfare and to 
comply with European regulation.  

- Financial support for research and economic studies needed to give some 
prospective views and analysis and to improve the capacity of both public 
authorities and economic actors to adapt their strategies to a changing 
context. 

 
In the Netherlands the Ministry of Agriculture, Nature and Food Quality wants to redirect 
funds as mentioned in Article 68 to environmentally-friendly agriculture and animal welfare 
systems, and improve quality in agriculture and risk insurance (in relation to weather). Of 
these items only the first two items relate to the poultry sector. The Ministry wants to 
support so-called “integrated sustainable houses”. These housing systems improve the 
animal welfare conditions and at the same time have lower emissions for the environment. 
The 2011 target is that 5% of livestock houses be integrated sustainable (LNV, letter GLB 
2009/33). The Dutch poultry industry wants a budget to promote improvements in quality. 
This can be done through marketing and support for investments in new animal welfare-
friendly housing systems. The Dutch poultry sector has also suggested to the Ministry 
greater support for risk insurance. This in particular for the reduction of salmonella 
prevalence and the animal health fund (in order to minimise the damage after an outbreak 
of a notifiable disease like Avian Influenza). 
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9.5. Impact on EU Sheep farms 

Table 9.3 Implementation of the “Health Check” in the 3 studied member states 
with regard to the sheep sector 

 France UK Ireland 

Modulation  From 7% (2009) to 10% 
(2012)+4% for >300,000 
euros 

England–From 10% in 
2006 to 19% from 
2009, longer 
progressing schedule in 
Scotland, Wales or 
Northern Ireland. 
Always including 
voluntary modulation 

5% compulsory. With 
regard to any change 
in the voluntary basis: 
unknown at time of 
writing 

Decoupled 
payment 

Decoupling the remaining 
50% of the ewe premium 

No change hybrid 
scheme. Historic based 
SFP in Wales and 
Scotland 

No change 

Coupled 
payment 

  Possible 
supplementary 
payment from unused 
Single Farm Payments 
(unknown at time of 
writing) 

Article 68-69 New grass single farm 
payment  

A beef calf payment in 
Scotland since 2006 

 

Article 63-64 A new coupled headage 
payment for the sheep 
sector 

No change No change 

Article 45-50 No use of this article or no 
change 

No use of this article or 
no change 

No change 

 

2d pillar Agri – environmental and 
LFA schemes reinforced 

Broadly no change  No change 

Source: Institut de l’Elevage, AHDB, Bord Bia 
 
From 2009, French sheep farms already benefit from the allowance of unused SFP with a 
supplementary payment equivalent to 6 €/ewe. Sheep farms will benefit from the Health 
Check. A new headage payment will be granted to the sector as well as a grassland 
premium. But the LFA scheme will also be reinforced and the grassland agri-environmental 
scheme will be maintained. 
 
Modalities of the new payments from the 1st pillar (grassland premium from Article 63 and 
ewe premium from Article 68) are not yet totally defined. Nevertheless, we conducted a 
simulation39 on the French farm models using the most probable hypothesis: 21 €/ewe for 

                                          
39  Study from the Institut de l’Elevage, http://www.inst-elevage.asso.fr/html1/spip.php?article16973  
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the new headage, 76 €/ha for grasslands (for the first 50 ha, with a stocking rate above 0.8 
LU/ha). 
 
The most major improvement in the level of public support will be granted to the forage 
specialist and the pastoral systems (a supplement of approximately 12,000 €, or 
respectively +83% and +43% compared to 2006 support level). Nevertheless, as a 
balance, these systems are expected to gain around 5,300 € or 17% of new supports 
compared to the situation in 2006. 
 
The two mixed systems will contribute the most to Article 63 because of their greater area 
dedicated to crops (approximately 3,800 € each versus less than 800 € in the two other 
systems). The intensive arable farm that also has a small sheep unit will only receive 400 € 
more from the grassland premium because of its small area dedicated to grassland, and 
4000 € from the new ewe premium, because of the smaller size of the flock. 
 
The details behind the calculation of new supports for each system is are available in Annex 
4. 
 
One of the headline changes from the Health Check in the UK is an increase in the rates of 
modulation. However, as we already noted for the beef sector, this will not result in any 
further reductions in payments for most British livestock producers. This is because the 
increases in European ‘compulsory’ modulation will be offset by equivalent reductions in the 
rates of the existing national ‘voluntary’ modulation. Largely speaking the CAP Health 
Check is unlikely to have any further implications because of reforms introduced in 2005. 
Despite the Health Check the trends seen since 2005 are expected to continue. 
 
In Ireland, unused funds from the National Reserve have been allocated to the hill sheep 
farms in 2009 to face their particular difficulties (€7 million to 14,000 hill sheep farmers). 
Starting in 2010, the available envelope will be around €25 million and farmers will be the 
substantial beneficiaries from the allocation of these funds. A new Rural Development 
Programme is also in preparation, which will incorporate the additional modulation, 
estimated to be around €17 million in 2010. The allowance of these funds is not yet known. 
 

Box: Legislation references for the CAP Health Check 

• Council Regulation (EC) No 72/2009 of 19 January 2009 on modifications to the 
Common Agricultural Policy by amending Regulations (EC) No 247/2006, (EC) 
No 320/2006, (EC) No 1405/2006, (EC) No 1234/2007, (EC) No 3/2008 and (EC) 
No 479/2008 and repealing Regulations (EEC) No 1883/78, (EEC) No 1254/89, 
(EEC) No 2247/89, (EEC) No 2055/93, (EC) No 1868/94, (EC) No 2596/97, (EC) No 
1182/2005 and (EC) No 315/2007 

• Council Regulation (EC) No 73/2009 of 19 January 2009 establishing common 
rules for direct support schemes for farmers under the common agricultural policy 
and establishing certain support schemes for farmers, amending Regulations (EC) 
No 1290/2005, (EC) No 247/2006, (EC) No 378/2007 and repealing Regulation (EC) 
No 1782/2003. 

• Council Regulation (EC) No 74/2009 of 19 January 2009 amending Regulation 
(EC) No 1698/2005 on support for rural development by the European 
Agricultural Fund for Rural Development (EAFRD) 

• Council Decision of 19 January 2009 amending Decision 2006/144/EC on the 
Community strategic guidelines for rural development (programming period 2007 to 
2013). 
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10. EXPERIENCES IN RISK MANAGEMENT POLICIES 
 

10.1. General considerations 

 
On an international level, the "financial participation by the State to income insurance 
programmes" is regulated by the WTO. In the EU, "expressly acceptable" state aids in the 
agricultural sector are strictly defined. The Commission and the EU Council have considered 
risk management in agriculture. But they clearly seem to prefer to promote the use of 
private tools (insurance, futures markets, and physical contracts) and limit any public 
financial commitment.  
 
In a November 2007 communication to the European Parliament and Council, "Preparing 
the Health Check of the CAP reform", the Commission considers that the list and scope of 
risks and uncertainties in this area are such that "a solution at EU level (based on a uniform 
approach) would not be appropriate. [...] It is preferable to leave member states, regions 
or groups of producers, through measures of the second pillar, to assess their own risks 
and the solutions they consider most appropriate "(Commission, 2007).  
 
This position is a far cry from the emphasis on risk management in the Canadian 
Agricultural Policy! Clearly, the CAP Health Check (decisions of 20 November 2008) 
attaches insufficient importance to price and income risk management. “The CAP continues 
to over-emphasize the objective of supporting farm incomes rather than its stabilization: no 
doubt that this is a priority to complete in the discussions on the EU financial perspectives 
2013 to 2020” analyse Chatelier and Guyomard (2009). 
 
In the EU, the CAP reform has long prevented farmer organisations and experts from 
insisting on the adoption of tools for agricultural risk management. Risks are today greater, 
especially with trade liberalisation and less EU market regulation measures (export 
subsidies, intervention and private storage, dairy quota…). Farms are all the more sensitive 
to these higher risks of their margins narrowing and their activity becoming more 
specialised. The tools required depend on farmer expectations and the degree of public 
authority involvement. Is price stability widely claimed, by whom and at what cost? Is 
public intervention possible, at what institutional level (national or European), in what form 
(direct grants or tax savings) and of what amount? Entirely private or partly supported by 
government, risk management tools should combine efficiency and simplicity. 
 
At the international level, the Canadian “risk management scheme” is by far the most 
developed. It is extensively described in the “pig industry section” (10.3), as the theoretical 
classification of the different tools available. 
 

10.2. Risk management policies in the Beef sector 

 
EU beef production is not really familiar with risk management systems. Independently of 
specific insurance against damages on farms and cattle, very few contracts are 
implemented to reduce the impacts of rough changes in market trends.  
 
In France, a national plan organised to maintain the fattening industry proposed financial 
support to any kind of contract between stockbreeders and cooperatives able to encourage 
new investments and extension programs for beef production for at least 5 years. These 
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projects should be developed for a minimum of 50 new fattening places and a final full 
capacity of at least 100 places. Consequently, specific contracts were established with 
differing rules but all based on the assurance of the beef sale price with respect to 
requested beef management criteria. 
 
In the UK, there is no organised national scheme/system of risk management practice. 
There are relatively small schemes attempting to pay a contract price to farmers for their 
livestock. In some cases the contract price will be based on the production costs agreed 
with the farmers. In other cases the contract price is based on a premium above the 
market average. Various criteria have to be met in order to receive the higher price in all 
situations.   
 
Risk management is very little applied in German beef farming systems. With respect to 
weather and product risk, farmers can buy insurance policies. Crop hail insurance to secure 
feed supply in corn silage-based systems are widely used. With regard to price risk, no 
governmental support scheme exists. Furthermore there is no opportunity for farmers to 
reduce price volatility by hedging beef sale prices at future markets. The existing futures 
market for wheat could be applied to reduce feed price volatility. But such management 
tools are little used by German farmers and forward contracting with local feedstuff 
suppliers is a more common approach. In addition, some slaughter companies offer beef 
farmers a fortnightly or four-weekly average price instead of a weekly price. 
 

10.3. Risk management policies in the Pig sector 

 
10.3.1. Introduction 
 
In pig production, income is mainly affected by the level and variability of pig and feed 
prices. Pig price is a systemic risk, i.e. it simultaneously affects all players in the market 
area. The consequences warrant seeking a better management policy because: 
 

• The management of price fluctuations takes time, expertise and has a financial 
cost.  

• The pig price cycle weakens recent investors and accelerates the concentration of 
farms with a risk for the national production potential if the cessation of activity 
cannot be offset. 

 
In this context, IFIP-Institut du Porc conducted a study on risk management mechanisms in 
Canada in 2004, and regularly update it. In addition, the IFIP monitors the private or public 
risk management devices available in the EU and France. 
Risk management devices can be completely private or receive public funding (Figure 
10.1).  
 
In the first case, facing a systemic risk, two possible strategies are possible: to cushion the 
fluctuations or to transfer the risk to other operators against payment of a premium.  
In the second case, public funds are of two kinds: 
 

• Ad hoc aids in response to crises: reduction of financial burdens, postponement of 
social contributions, cash advance… 

• Structural aid contributing over the long term to the running of systems: this 
applies in particular to the Canadian situation.  
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Figure 10.1: Schemes for price and income risk management: two scenarios 

Fully private devices

Devices with public aids

precautionary savings
regulatory funds

inter-annual

‘natural’ 
accentuated
target price (future contrats)

intra-annual

In the industry :Contractualisation, integration
To the insurance sector: smoothing

To the futures markets : Options

Price smoothing

Risk transfer

Cyclical aids (crisis) : 
•EU (private storage, restitutions), France (FAC, Agridiff, Stabiporc)

Structural aids : support
•Program of income smoothing : canadian devices for example
•Income insurance : Quebec ASRA, European mutual funds (in the future ?)  

The continuous rhythm of pig production and 
the regular sale of pigs provide a natural 
intra-annual smoothing. This smoothing may 
be accentuated by paying producers pig prices 
based on an average over several markets. 
Coverage on the futures markets aims for a 
target price, which will be more stable. The 
precautionary savings and the regulatory 
funds enable smoothing of the inter-annual 
revenue. 
 
With the payment of a premium, it is possible 
to transfer risk to other players in the 
financial markets with options, or in the 
industry by contracting the volume and price 
of one’s production. The transfer to the 
insurance is complicated because of the 
nature of risk and it is more of a smoothing 
mechanism; price risk being systemic, the 
premium paid each year, possibly subsidised, 
will always be repaid at one time or another in 
the form of compensation to the producer 
systematically affected by lower prices.  

Source: IFIP 

 

10.3.2. To smooth prices and margins 

Stabilising funds 
 
Following the 1999 pig crisis, the EU Council and the Commission introduced a regulation 
authorising the establishment of regulatory funds (OJ C 248, 29.8.2000) to allow pig 
farmers "to cope with fluctuations in market prices." It permitted state aid to cover only 
administrative costs of setting up the fund. A very mixed opinion of the Economic and 
Social Committee (OJ C 367, 20.12.2000) pointed out the low advantage to farmers who 
not only finance these funds without public support, but also give a commitment to not 
increase their production for five years. Encouraged to continue its work, the Commission 
presented in January 2001 an overview of risk management tools, including insurance, in 
which it proposed the creation of "mutual funds". 
 
In France, the meat cooperative federation “Coop de France Bétail et Viande” implemented 
this idea and proposed to establish “positive stabilisation funds". These funds (one per 
coop) have two goals: first to smooth the price paid to producers, second to ensure 
solidarity with farmers recently set up. They are supplemented before use and administered 
by the cooperatives. Figure 10.2 illustrates the operation of such a fund over 15 years.  
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Figure 10.2: Simulation of the running of the positive stabilising fund (€/kg 
carcass) 
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Source: IFIP 

 
Two thresholds define a buffer zone where producers receive the market price. Above, 
producers receive a price lower than the market price and collection feeds the fund; below 
producers get a price exceeding the market price and returns empty the fund. The system 
stops running when the fund is empty. This system is a form of group self-insurance. For 
the moment, in the absence of government participation, the major advantage of such a 
system, in addition to the solidarity aspect, is a fiscal and social gain recognised by the tax 
administration. 
 
Margin stabilisation: the Canadian example 
 
In Canada, public intervention in income risk management is structured around three main 
strategies: smoothing, transfer and disaster aid (Table 10.1). From 2003 to 2008, the main 
program of farm margin stabilisation in Canada was the Canadian Agricultural Income 
Stabilization (Roguet, 2005). It stabilised the individual and annual margins of the farm 
according to its reference margin. The cost of stabilisation was shared between the 
participant and the government. It did not resist the change of federal government in 2006 
and was replaced in 2008 by two programs, with very close principles: Agri-investment and 
Agri-stability respectively for small (less than 15%) and greater losses of margin (Figure 
10.3). 
 
The income criterion is the production margin of the whole farm, i.e. the balance between 
incomes and so-called "eligible" costs. Eligible incomes include sales of agricultural products 
and insurance indemnities. Eligible expenses are limited to costs directly related to 
agricultural production (feed, fertilisers, pesticides, wages...). Interests and depreciation 
are not considered as eligible expenses. The objective of the margin programs is not to 
support the level of production margin. Therefore payments from public programs (ASRA, 
NISA, PCRA, CAIS, Agri-stability, Agri-investment) are not considered as eligible income.  
The programs are open to all productions, except plant and forest products, aquaculture, 
horse racing and income from agricultural activities abroad. Productions under supply 
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management (dairy, eggs, and poultry) are covered if the margin of the year is less than 
70% of the reference margin. 
 

Table 10.1: Three levels of public intervention for managing income risks in 
Canada 

 Transfer Smoothing Ad hoc aids 

 Insurance Precautionary 
savings 

Stabilisation 
aid Disaster aid 

Aim of 
public 
grant 

To subsidise the 
premium 

To provide 
reinsurance 

To encourage 
farmers to build up 
mobilised savings  

To support 
income in case of 
greater loss  

To support income
in case of 
dramatic losses 

Programs 

Income 
Insurance 
(Quebec) 
(ASRA)   Since 
1981 

 

until 2003 Crop Insurance 
from 1959 to 2003 

Net Income 
Stabilization 
Account (NISA) 
from 1991 to 2003

 

Canadian 
Agricultural 
Income Program 
from 1999 to 2003

2003-
2008 

Production 
Insurance Canadian Agricultural Income Stabilization (CAIS) 

Since 
2008 Agri-Insurance Agri-Invest Agri-Stability Agri-Recovery 

Source: IFIP 

 
Agri-Invest is a saving account belonging to the producer in which he can deposit an 
amount and in return receive an equal amount from government (see strata 50/50 in  
Figure 10.3). These precautionary savings with private and public subsidies should help the 
farmer to smooth the margin of his farm against small fluctuations (losses <15% of the 
reference margin) and/or to invest in the mitigation of risk and in the improvement of his 
farm profitability. 
 
Agri-Stability provides financial support to any producer-participant affected by an income 
loss of more than 15% of his reference margin due to a climatic, sanitary or market 
risk. The total income of the farm, all productions together, is considered. Stabilising costs 
are shared between government and the participant; the larger the losses, the higher the 
government contribution. If the margin of the year is not less than the reference margin, 
the system does not come into play, and may be used the following year if necessary.  
 
Agri-Recovery is used where other governmental programs are powerless to help farmers 
and offer "quick and coordinated" support to farmers affected by small-scale natural 
disasters (regional scale, easy to contain, with a limited impact on the entire Canadian 
industry and few trade implications). Events with a cyclical nature, such as pig price, or 
following a long-term trend, are not considered as a natural disaster. The Canadian 
government maintains ad hoc public aids in case of larger-scaled disaster. 
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Figure 10.3: Strata of income losses and contributions from producer and 
government 

Source: IFIP from la Financière Agricole du Québec 

 
10.3.3. To Transfer the risk 
 
Transfer to the financial markets 
 
Financial markets are adapted to manage systemic risks such as fluctuations in pig or feed 
prices. The aim of coverage is to compensate the risk taken on the physical market by 
taking an opposite risk on the futures market. Losses on the physical market are offset by 
gains on the futures market and vice versa. Farmers using futures markets have to deal 
with the complementarity of the two markets, futures and spot, to be active and selective, 
to pay the cost of use, training and information, and to face major changes in cash flow. 
 
For more than 20 years, the benefit of using futures markets to manage pig price risk has 
been thoroughly studied (Rieu, 1984, CCA, 1989, Roguet and Rieu, 2004). Analysis of the 
Hanover Stock Exchange data (that proposes the only pig futures contract in the EU) shows 
the limits: the liquidity is very low with an average of 1,600 annual contracts equivalent to 
4% of the German pork production or less than 1% of European production; and the 
“base”, i.e. the difference between the futures price and spot price fluctuates, which limits 
the accuracy of the coverage. More importantly, the value of such a tool, used directly by a 
pig producer, is questionable. The regular sale of pigs by a farrow-to-finish farm provides, 
as already said, a natural intra-annual smoothing effect. On the other hand, cooperatives 
are considering the futures market as a way to fix the price of forward contracts offered to 
their members, as happens in North America. 
 
Transfer to the insurance markets 
 
The principle of insurance is the transfer of a risk to a third party in return for the payment 
of a premium. Agricultural insurance is usually heavily subsidised because of its 
specificities: correlations (one crisis simultaneously affects all producers in the market 
area), asymmetric information (the producer knows his own risk better than the insurer), 
behaviour of revenue-seeking (the producer seeks to maximise the "return" of insurance, 
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i.e. the compensation in relation to premiums). In addition, the advantage of insurance to 
farmers depends on the existence of exceptional public subsidies. 
Nevertheless, Quebec has managed the amazing feat of creating an insurance policy to 
cover a systemic risk, the so-called ASRA (in 1981 for pig production). Its principle is to 
"stabilise" income not based on the own past performance of the farm, but on a collective 
target for a minimum income. On payment of an annual premium per pig insured, the farm 
is guaranteed to receive the market price or at least a steady income determined on the 
basis of the production costs. 
 
As illustrated with the insurance year 2007 in Figure 10.4, when the average sale price is 
lower than the stabilised income, ASRA pays a compensation that fills the gap. Otherwise, 
the producer receives the market price. So the stabilised income is certainly more stable, 
but mostly significantly higher than if it was only based on market returns. 
 

Figure 10.4: Income insurance ASRA: illustration of the principle with year 2007 

Compensation 
ASRA 

(32 $ per pig)

145

153

113

(1) the average cost of production is established by survey of companies and then indexed annually
(2) 70% of the cost of labour
(3) the average pig sale price is established by survey with data collected from buyers and farmers

$/porc

0

Stabilized Income2

Year 2007

Cost of production1

Mean sale pig price3

 

Source: IFIP from la Financière Agricole du Québec 

 
The success of the Quebec Income Insurance ASRA (all pigs produced in Quebec are 
covered) is due to the substantial size of public transfers. Producers pay only a third of the 
premium, and two thirds are paid by the government (Figure 10.5). Over the last ten 
years, the average grant is equal to a subsidy of about 6 eurocents/ kg carcass.  
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Figure 10.5: ASRA: evolution of premium, compensation and value of the 
insurance fund for pig fattening 
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Source: IFIP from la Financière Agricole du Québec 

 
ASRA had functioned for almost 30 years until it led the state bank “La Financière Agricole 
du Québec (FADQ)” to the brink of bankruptcy. The new agreement between the provincial 
government and the FADQ will end the ASRA program after a transition phase. ASRA will be 
replaced by a program of self-management of agricultural risks called PARA (a subsidised 
precautionary saving account), which will become the main means of support for Quebec 
agriculture, income stabilisation being taken on by the federal programs. 
 
Transfer to the industry 
 
Different kinds of contracts (marketing, production, integration) can link producers with 
their industry chain (upstream or downstream). A marketing contract binds the producer to 
sell his products at a certain price (fixed or future) but he remains fully responsible for his 
decisions during the production phase. A production contract gives the purchaser of the 
product considerable control over the production process: inputs to be used, quality and 
quantity of the final product. Lastly, an integration contract completely disconnects the 
farmer from the market. 
 
10.3.4. Conclusion for the pig sector risk management tools 
 
In conclusion of this analysis of risk management strategies and systems, three price risk 
management tools emerge as simple, effective and suitable for pig production. 
 

• The tax system may be optimised: lengthening the duration of the tax base, 
increasing the maximum value of the DPA and DPI40, offering the possibility for 
producers to provision a portion of their revenue (Cordier et al., 2002) 

 

                                          
40  The precautionary savings allow the smoothing over time of fluctuation in revenues. The French state 

encourages the establishment of professional precautionary savings by two mechanisms of tax exempt 
savings: tax deduction for investment (DPI) since 1987, complemented since 2002 by the tax 
deduction for hazard (“aléa”, DPA). 
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Amounts placed on an earmarked account can only be used to pay insurance premiums or 
insurance excess in case of occurrence of insured risks or to offset losses in revenues due 
to the occurrence of climatic or sanitary damage. Farmer organisations claim that these 
savings could be used to offset income losses due to economic risks (drop in pig price 
and/or increase in input prices). 
 

• The mutual funds offered by the Commission in 2001 could be presented as price 
risk insurance, like ASRA in Quebec. The premiums for the financial equilibrium of 
the funds have yet to be calculated and decisions about their partial subsidy have 
yet to be taken. 

• The organisation of the marketing of pigs, a completely private system, can 
limit price fluctuations and even improve its level. As in Denmark, the remuneration 
of producers may be less linked to the market in the short term. Forward contracts 
(for a defined quantity and price) could be offered to farmers who request them. 
The marketing structures would work towards fixing the price in the long run without 
disconnecting from the market.  

 
However, risk management policies do not replace income support policies and are 
powerless in the face of the erosion of income over the long term. But here again, the 
marketing organisation must play its part. 
 

10.4. Risk management policies in the Poultry sector 

 
In poultry production there is no direct EU policy to influence prices of poultry meat or 
income for poultry farmers. However, trade with non-EU countries is influenced by import 
levies on poultry products from these countries and by export subsidies for specific poultry 
products exported outside the EU. 
 
Income in poultry production is mainly affected by the level and variability of poultry and 
feed prices. Poultry meat prices especially fluctuate according to supply and demand within 
the European market. Farmers in countries like the Netherlands and Poland accept these 
price fluctuations. They respond accordingly to low or high prices by changing the 
production mainly through changes in the density (number of broilers per m² of poultry 
house) and by increasing or decreasing the empty period in between flocks. These changes 
are made in cooperation with the poultry slaughterhouses as they have direct contact with 
the market. In other countries like France, Italy and Spain the poultry production is 
organised through integration contracts. In this situation the farmer receives a contract 
payment. Risks for high feed prices or low poultry meat prices are mainly taken on by the 
integrator. The integrator is, generally speaking, the poultry slaughterhouse, the feed mill 
and/or the hatchery. Working with integrations the broiler farmer has a more stable income 
with just minor yearly fluctuations. Through contracts the broiler farmer is directly linked to 
the industry. The integration contract almost completely disconnects the farmers from the 
market and the main market risks are transferred to the industry. However, the market has 
an impact on revenues through farm activity levels. In France, data from the Chambres 
d’Agriculture show that the productivity (kg of live weight produced/m²/year) explains 58% 
of the gap between the 25% lowest and 25% highest margins, due for a large part to the 
number of rotations, laid down by the integrators. Figure 10.6 compares family farm 
income developments in the Netherlands and France.  
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Figure 10.6: Farm income of broiler farms (in euros per year) in the Netherlands 
(free market) and France (integrated) in the period 2001 to 2008 

-20000

0

20000

40000

60000

80000

100000

120000

2001 2002 2003 2004 2005 2006 2007 2008

fa
rm

 in
co

m
e 

(e
ur

o/
ye

ar
)

Netherlands France
  

Source: LEI & ITAVI 

 
Figure 10.6 clearly shows that broiler farmer income in the Netherlands fluctuates greatly 
as a result of changes in market prices for feed and poultry meat. In France the farm 
income is much more stable due to the fact that the integrations take on the risk of the 
market. 
 
There are no other examples of possibilities for the transfer of risk to other players in the 
markets. Options could be to transfer risk to the financial or insurance markets. For the 
first option a futures market for poultry meat should be available. So far this has never 
been introduced. Secondly, insurance principle financed by a premium could be a way to 
transfer risk. It is probable that the interest of farmers to participate in any insurance on 
feed prices or market price would depend on the existence of any public support (see 
chapter 3.2.1). A recent Dutch study (Baltussen, 2008) investigated the risk management 
instruments (RMI) in agriculture. In Europe, the USA and Canada the main examples of 
RMIs are found in crop production. For poultry and pork production only two examples were 
found: animal disease funds in Germany and the Netherlands. These funds are only for 
notifiable diseases like Avian influenza (poultry) or Foot and Mouth Disease (pigs). It was 
concluded that these compulsory funds are effective from both farmer and government 
perspectives.  
 
In an EU project (Meeuwissen, 2008), the heterogeneity and volatility of farm incomes at 
individual level was studied. The study shows that there are large variations between farms 
of a certain farming type. Within a single country and within a single sector (poultry or pig 
production) there are huge variations in income. Also the yearly changes were analysed. 
Table 10.2 presents the results of an EU-wide analysis of the differences in volatility for the 
different types of farming. Volatility is measured as the coefficient of variant of farm 
income. The coefficient of variation is clearly higher in the intensive livestock sector. In the 
dairy and grazing livestock sectors the incomes are the most stable.   
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Table 10.2: Volatility at farm level EU15 (1996-2004) 

Type of farming Coefficient of variation of 
family farm income  

Field crops 0.31 

Horticulture 0.37 

Wine 0.33 

Other permanent crops 0.33 

Milk 0.28 

Grazing livestock 0.31 

Intensive livestock 0.53 

Mixed 0.29 
 
The French experience (shared with numerous countries all over the world) shows that the 
implementation of contracts between different stages of the poultry supply chain is an 
important means for adapting supply to market demand and thereby avoiding 
overproduction and low prices. The contract efficiency is however limited in the event of 
structural crisis (increasing competition with non-EU countries’ products on the intra-EU 
market, and the lack of strong development of intra-EU demand).  
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CONCLUSION 
 
Following this analysis of the strengths and the weaknesses of the EU meat livestock farms, 
taking into account their great diversity but also their common traits, facing different 
scenarios for the future, the experts involved in this study elaborated a first list of 
recommendations. This first list was the basis of a questionnaire used to interview more 
than fifty stakeholders in the different countries and in some European institutions. 
 
The questionnaire used, and the list of the persons interviewed are in Annex 7. 
 
At this stage, detailed recommendations were elaborated for each meat sector. However, 
we have chosen to synthesise these recommendations in a single list for all the meat 
sectors in the EU. 
 
This list of recommendations is fully included at the end of the executive summary. 
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ANNEX 1 

1. AGRI BENCHMARK METHOD 
 
The definition of the data sets of typical farms is described in the ‘Standard Operating 
Procedure to define Typical Farms’ which is available on the agri benchmark website 
(http://www.agribenchmark.org/methods_typical_farms.html) and can be summarized as 
follows: 
 
I. Identification phase (scientist + advisor) 

− Go strictly branch-wise (e.g. beef, dairy etc.) 

− Select important regions 

− Analyse regional farm structure 

− Define features of two or three typical farms 

− Crosscheck with population and/or survey data 
 
II. Data collection phase (scientist, advisor, farmers) 

− Contact farmers who operate such farms (“panel”) 

− Collect full set of economic and physical farm data 
 
III. Processing and crosschecking phase 

− Compute results for the virtual typical farms 

− Cross-check with advisor (farmers); make improvements 
 
The data sets do not only comprise economic/financial/price data but also physical / 
production system data like sex, weights, ages, rations and productivity on the animal side 
as well as hectares, yields and physical input data on the forage / crop production side.  
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2. Panel of beef systems selected – Detailed description 

Table A.1 General characteristics of the European beef farming systems 

Production Cow-calf Finishing Dairy + 
beef 

Small 
farms 

farming systems Beef + 
sheep 

CC + 
fatten 

pure CC Beef +
sheep 

Pure 
 fatten 

Small 
fatten 

  

FADN farms 1,305 1,358 3,182 194 350 1,016 3,420 1077 

Extrapolation in 
farms 

49,889 65,100 171,388 9,202 12,656 58,763 123,788 91,404 

Acreage (ha) 151.9 73.3 69.7 87.9 94.0 45.9 81.4 19.8 

% grass 88% 63% 69% 68% 45% 42% 62% 33% 

% beef on total 
returns 

34% 49% 53% 22% 51% 34% 21% 14% 

Labour unit 1.7 1.5 1.4 1.6 2.0 1.4 2.0 1.4 

Livestock unit 52.5 61.4 47.4 39.5 127.2 31.6 93.5 3.8 

<25 LU 36% 25% 39% 52% 0% 58% 11% 100% 

>25LU  et >50 LU 28% 29% 27% 25% 6% 29% 21% 0% 

<50LU et >100 LU 24% 30% 23% 17% 48% 9% 33% 0% 

>100 LU 12% 17% 11% 0% 45% 3% 35% 0% 

Source: Beef task force according to FADN – 2004 
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Map A.1: Location of the 14 beef farming systems of the panel 

2.1.  French beef systems 
 
In France, the suckler-cow herd is mainly located on the grasslands and mountains areas of 
the Centre of France. Those farms are dedicated to the cow-calf production for exportation 
to Italy and Spain. A third of this herd is on the intensive plains of West and grass lands of 
the northeast and is dedicated to beef finishing production (bull and heifers). Two typical 
farms are coming from the Limousine area and one from the Pays de la Loire area. Bull 
production more overspread on the arable areas of the western and northern part of 
France. The main part of fattened beef is produced on farm where calving and finishing are 
combined. Those systems are located in the intensive and oceanic areas of west of France 
and in favourable areas of the “massif central” grasslands areas. 
 
FR-45– Combined weaner producer and bull/cow finisher in Pays de la Loire 
 
The farm data are based on typical farms cases located in the western part of France. It’s a 
family farming systems semi-intensive on 73 ha of good grasslands and crops areas. With 
around 1.3 labour units, the farm rears a herd of 64 Charolais suckler-cows and weans 62 
calves, kept and fattened. 30 males are fed with maize silage and concentrates feeding to 
the age of 18 months. Most of the heifers are kept until 30 months and finished on grass or 
with maize silage. Every year, 18 cull cows are fattened and sold. Those farms are usually 
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well equipped in housing and mechanics excepted for silage or cereals harvest and those 
activities are contracted to enterprises. 
 
FR-65-70– Combined weaner producer and bull and heifer finisher in Limousin 
area 
 
That farming system is based on typical farms and represents 1/5 of the farms in the 
limousine region. Those semi-intensive family farms (1.5 labour unit) are quite large (95 
ha) with 85% of good grasslands and crops (cereals and maize) areas. They have doubled 
their size during the last 15 years. The herd is divided in two parts: 2 bulls plus 39 cows 
calving in autumn, and 2 bulls plus 40 cows calving in winter. The 35 males weaners are 
fattened with maize and cereals diets to the age of 16 months (370 kg carcass weight). 
From the 35 females weaners, 20 are fattened with hay, cereals and soya diets, to the age 
of 20 months (300 kg CWE, 15 heifers are kept for replacement. Each year 15 cull cows are 
fattened with maize silage, cereals and soya diets and sold at a 380 kg carcass weight. The 
rest of the herd is fed with grass, grass silage and hay. Those farms are well equipped in 
housing (stables with straw), hay storage and mechanics, except for cereals and maize 
harvesting. 
 
FR-90 – Bull finisher and cash crop farm in Bretagne 
 
The farm data is based on a typical farm case located in the good arable areas of West and 
North of France. On 65 ha of crops, 22 ha are dedicated to forage (maize and wheat) for 
bull production. 43 ha remaining are cultivated with cereals (winter wheat, corn…), peas 
and other crops (legumes) and provides with good yield. This 1 labour unit farm produces 
90 bulls in 3 lots from Charolais and Limousine weaners purchased in the region. But a lot 
of those fatteners have recently increased their enterprise to 150 bulls. After the 
progressive period, the bulls get a full feeding of maize silage (1.8 T of dry mater 
consumed), 1.5 kg of soya and 2 kg of wheat. They are finished during 315 days to the 
step of 415 kg CWE (R+/U-, for the Charolais, U-/U= for the limousines). Those farms are 
usually well equipped in mechanics, housing can sometimes be old. 
 
FR-85 – Weaner producer in Limousin 
 
That farming system is based on typical farms and represents 1/3 of the farms in the 
Limousine region (grasslands areas in the centre of France). Those family farms (1.5 labour 
unit), with low–intensity animal production, are quite large (95 ha), with more than 95% of 
grass and few crops for animal feeding. 84 limousine cows, calving during the winter, and 4 
bulls allow to produce 76 weaned calves: 38 males weaners, at the age of 8,5 months and 
315 kg alive plus 22 females weaners, at the age of 10 months and 300 kg alive, are sold 
to the Italian market Those weaners receive 200 kg of supplementation (crops and soma). 
All the cull cows (15 per year) are fattened with hay and crops and sold at a weight of 380 
kg carcass. The rest of the herd is fed with grass and hay. Those farms are well equipped in 
housing (stables with straw), hay storage and mechanics, except for cereals harvesting. 
 
Statistical representativeness 
 
The last census, dated from 2000, gives the breakdown of the beef farming systems 
according to the  
 
French livestock farms farming structures from RA 2000 and FADN  
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Table A.2- Breakdown of beef farming systems in France  

Farm type Nb. of 
farms 

Ha 
Utilized 
acreage 

Bovine 
units 

Nb of 
cows

Stocking 
rate / ha 

Labour 
unit 

Share in

beef 
prod.*

Milk calves producers 5,600 40 30 25.2 0.93 1.39 1% 

Cow-calf producers 52,600 55 40 27.7 1.15 1.40 16% 

Aged cow-calf 
producers 

21,800 93 81 48.5 1.14 1.66 14% 

Cow-calf and bull 
producers 

15,600 90 90 49.5 1.61 1.92 13% 

Cow-calf and steer 
producers 

6,100 64 55 23.6 1.37 1.40 3% 

Dairy + intensive 
beef 

19,800 90 100 40.8 1.68 2.26 17% 

Dairy + beef on 
grassland 

27,200 76 80 32.3 1.43 2.01 15% 

Specialised finisher 2,000  -  -  -  -  - 5% 

(1) Sucker cows (2) Dairy cows 

Source:  2000 French census and FADN 

 
2.2.  German beef systems 
 
The most important areas for bull finishing are the Centre of Bavaria and the North-West of 
North-Rhine-Westphalia (NRW) and Lower-Saxony. This is where the farms DE-230 
(Bavaria) and DE-280 (NRW) are located. Within these regions, a relatively high share of 
specialised farms is found.  
 
The most important areas for cow-calf production are the Centre and South-West of West 
Germany and the very North and South of East Germany. Most of the regions are 
dominated by grassland and hills. The East German location was chosen despite the higher 
importance of West Germany because it can be assumed that in most West German farms 
the cow-calf enterprise constitutes a part-time business whereas in East Germany it is an 
important income source. This also explains the size of the farms (DE-1100, DE-1400). 
 
DE-230 – Bull finisher in Bavaria 
 
The farm data is based on a typical individual farm in the region with corrections made to 
replace the particularities of the farm by more representative data for the production 
system. The family farm is a specialised, intensive bull finisher located in the region of 
Landshut, Bavaria, South of Germany. It has 2.4 labour units and produces 230 Fleckvieh 
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bulls annually in 16 months from 81 to 692 kg final weight, resulting in 1,265 g daily 
weight gain. The animals are mainly fed with maize silage plus corn produced on the farm. 
Additionally it sells 28 ha of winter wheat. The farm operates with a mixture of old buildings 
with refurbished interior as well as a new open stable. Contract work is used for harvesting 
the maize, the cereals and the hay used for the calves. 
 
DE-280 – Bull finisher in Northrhine-Westphalia 
 
The farm data is a mixture of a typical individual farm and average data from a farmer’s 
group with comparable production systems in the region. The family farm is specialised in 
bull production and sells an additional 20 ha of wheat and barley. With 1.5 labour units it 
produces 280 Fleckvieh bulls per year based on calves of 87 kg and 60 days at start of 
finishing. The feed ration consists of maize silage and concentrates. Daily weight gains 
during the 17 months of finishing reach approx. 1,150 g and average final live weights are 
at 680 kg. The farm operates with a mixture of old buildings with refurbished interior as 
well as a new open stable. Contract work is used for harvesting the maize and the cereals. 
 
DE-1100 – Organic weaner producer in Mecklenburg-Pomerania 
 
The farm data is based on a typical individual farm in the region with corrections made to 
replace the particularities of the farm by more representative data for the production 
system. The limited company represents a large sized organic cow-calf producer on a pure 
grassland location. Conventional farms on these locations would look very similar. On a 
total of 1,300 ha grassland it has 1,100 suckler cows producing Charolais x Fleckvieh cross 
calves and sells 525 male calves for further finishing as well as 161 female weaners for 
slaughter (baby-beef). Cows and replacements are fed on pasture and with grass silage 
without supplementation. Cow-calf productivity is at 96 calves weaned per 100 cows and 
year. The farm hires 7 employees plus 1.5 family members. Buildings for over wintering are 
refurbished from the old GDR, feeding is done with feeder wagons. Contract work is hired 
for making grass silage in large silage pits. 
 
DE-1400 – Combined organic weaner producer and finisher in Mecklenburg-
Pomerania 
 
The farm data is based on a typical individual farm in the region with corrections made to 
replace the particularities of the farm by more representative data for the production 
system. The limited company is an organic farm specialised in cow-calf plus beef finishing 
of own male weaners and operates on approx. 2,500 ha, around 50% of which is arable 
land. The arable land is used for producing grass silage and grains, all of which are used for 
feeding the animals. The farm hires 28 employees including the management and uses 
refurbished old buildings from the former Eastern Germany. 800 bulls of Charolais, 
Limousin and Angus, mainly crosses are finished annually, surplus female weaners are sold 
for slaughter as baby-beef or as weaners for finishing in other farms.  
 
Statistical representativeness 
 
The tables below show the farm size distribution of male cattle > 1 year in the German 
Lander in the year 1999. The Lander with the farms selected for this study are highlighted 
in bold. There is no statistical data available later than 1999. Male cattle > 1 year is a 
suitable indicator for German beef finishing because  
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a) Almost all male animals above 1 year are finishing bulls which are typically taken to an 
age of between 18 and 24 months at slaughter. 

b) Due to the relative small proportion of suckler-cows (12% of total cow numbers) and the 
prevailing artificial insemination in dairy farming, there are very few breeding bulls covered 
by this data. 
 
The farm sizes selected for this study are above average because the relevant farm 
population defined was a) farms that can make a living with beef finishing (full-time 
finishing farms) and/or b) farms with a relatively high share in production (in East 
Germany). In the meantime, it can be assumed that the size group of > 200 animals has 
grown significantly. Further, in the cow-calf production in East Germany, a substantial part 
fo the farms is organic. Therefore, the two models chosen are organic farms. 
 

Table A.3 Percentage share of farms by herd size groups in Germany, male cattle 
> 1 year (1999) 

No. of animals per farm < 10 10 - 29 30 - 49 50 - 100 100  - 199 > 200
Schleswig - Holstein 49,8 31,4 11,5 6,0 1,2 0,1
Hamburg 64,6 24,0 7,3 2,1 2,1 0,0
Niedersachsen 46,7 35,4 10,5 6,3 1,0 0,1
Bremen 47,4 36,8 13,7 2,1 0,0 0,0
Nordrhein - Westfalen 57,9 27,2 8,0 5,5 1,3 0,1
Hessen 82,4 15,2 1,3 0,9 0,2 0,1
Rheinland - Pfalz 81,0 16,1 1,9 0,8 0,2 0,0
Baden - W ü rttemberg 81,4 16,3 1,5 0,7 0,1 0,0
Bayern 72,0 22,8 3,5 1,5 0,2 0,0
Saarland 74,4 20,5 4,0 0,9 0,3 0,0
Berlin 71,4 28,6 0,0 0,0 0,0 0,0
Brandenburg 78,3 10,4 2,3 3,3 3,3 2,3
Mecklenburg - Vorpommern 80,2 10,7 2,9 2,8 2,2 1,2
Sachsen 88,3 6,4 1,4 1,7 1,0 1,2
Sachsen - Anhalt 80,2 8,9 3,4 3,7 2,3 1,5
Th ü ringen 84,2 6,5 2,1 2,9 2,3 2,1

No. of animals per farm < 10 10 - 29 30 - 49 50 - 100 100  - 199 > 200
Schleswig - Holstein 49,8 31,4 11,5 6,0 1,2 0,1
Hamburg 64,6 24,0 7,3 2,1 2,1 0,0
Niedersachsen 46,7 35,4 10,5 6,3 1,0 0,1
Bremen 47,4 36,8 13,7 2,1 0,0 0,0
Nordrhein - Westfalen 57,9 27,2 8,0 5,5 1,3 0,1
Hessen 82,4 15,2 1,3 0,9 0,2 0,1
Rheinland - Pfalz 81,0 16,1 1,9 0,8 0,2 0,0
Baden - W ü rttemberg 81,4 16,3 1,5 0,7 0,1 0,0
Bayern 72,0 22,8 3,5 1,5 0,2 0,0
Saarland 74,4 20,5 4,0 0,9 0,3 0,0
Berlin 71,4 28,6 0,0 0,0 0,0 0,0
Brandenburg 78,3 10,4 2,3 3,3 3,3 2,3
Mecklenburg - Vorpommern 80,2 10,7 2,9 2,8 2,2 1,2
Sachsen 88,3 6,4 1,4 1,7 1,0 1,2
Sachsen - Anhalt 80,2 8,9 3,4 3,7 2,3 1,5
Th ü ringen 84,2 6,5 2,1 2,9 2,3 2,1  

Source: Statistisches Bundesamt (1999) 
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Table A.4 Percentage share of animals by herd size groups in Germany, male 
cattle > 1 year (1999) 

 

No. of animals per farm < 10 10 - 29 30 - 49 50 - 100 100 - 199 > 200
Schleswig-Holstein 8,5 32,7 24,8 23,0 9,1 1,9
Hamburg 18,4 31,6 19,8 9,7 20,5 0,0
Niedersachsen 10,1 35,0 22,2 23,3 7,3 2,1
Bremen 12,7 45,5 33,9 7,9 0,0 0,0
Nordrhein-Westfalen 12,4 30,2 19,8 24,6 10,7 2,3
Hessen 41,1 36,7 7,7 9,1 3,3 2,3
Rheinland-Pfalz 37,5 39,4 10,5 8,2 3,3 1,1
Baden-Württemberg 42,8 39,4 8,8 7,0 1,4 0,8
Bayern 30,5 39,6 15,0 10,7 3,0 1,2
Saarland 29,2 40,4 17,5 8,1 4,7 0,0
Berlin 31,9 68,1 0,0 0,0 0,0 0,0
Brandenburg 10,4 8,3 4,4 12,0 23,0 42,0
Mecklenburg-Vorpommern 10,4 9,3 5,8 10,4 16,2 47,9
Sachsen 20,4 8,9 4,9 11,5 13,5 40,9
Sachsen-Anhalt 9,3 7,1 6,7 13,0 14,2 49,7
Thüringen 10,9 5,6 4,4 11,7 17,3 50,1

No. of animals per farm < 10 10 - 29 30 - 49 50 - 100 100 - 199 > 200
Schleswig-Holstein 8,5 32,7 24,8 23,0 9,1 1,9
Hamburg 18,4 31,6 19,8 9,7 20,5 0,0
Niedersachsen 10,1 35,0 22,2 23,3 7,3 2,1
Bremen 12,7 45,5 33,9 7,9 0,0 0,0
Nordrhein-Westfalen 12,4 30,2 19,8 24,6 10,7 2,3
Hessen 41,1 36,7 7,7 9,1 3,3 2,3
Rheinland-Pfalz 37,5 39,4 10,5 8,2 3,3 1,1
Baden-Württemberg 42,8 39,4 8,8 7,0 1,4 0,8
Bayern 30,5 39,6 15,0 10,7 3,0 1,2
Saarland 29,2 40,4 17,5 8,1 4,7 0,0
Berlin 31,9 68,1 0,0 0,0 0,0 0,0
Brandenburg 10,4 8,3 4,4 12,0 23,0 42,0
Mecklenburg-Vorpommern 10,4 9,3 5,8 10,4 16,2 47,9
Sachsen 20,4 8,9 4,9 11,5 13,5 40,9
Sachsen-Anhalt 9,3 7,1 6,7 13,0 14,2 49,7
Thüringen 10,9 5,6 4,4 11,7 17,3 50,1  

Source: Statistisches Bundesamt (1999) 

 
2.3. Italian beef systems 
 
Beef finishing enterprise in Veneto is relatively more important than in other areas of the 
Northern Italy. This region accounts for one third of total finishing cattle herd, and at 
regional level the share of finishing cattle in cattle herd (33%) is higher than in the other 
regions. This is where IT-890 is located. IT- 2750 is a larger beef finishing farm located in 
Emilia-Romagna where intensive beef finishing system presents the same characteristics as 
in Veneto. 
 
IT-910 – Bull finisher in Veneto 
 
The farm data is based on a individual farm chosen among a sample of beef finishing 
enterprise, in order to identify a representative example for the production system of the 
region. The farm is a specialised, intensive bull finisher located in the region of Veneto, 
North East of Italy. It employs 2 hired labour units, and 1 family labour units represented 
by the two owners of the farm. The farm is strongly specialised in finishing young bulls 
imported from France. Charolais is the prevailing bulls breed. Weaners are purchased at a 
average weight of 401 kg (transport loss included) and are sold when they reach 700 kg. 
Daily weight gain is 1.35 kg. 
 
Home grow feed are maize silage and dry maize, which are the basic and main component 
of the daily rations. Part of the straw used in feed ration and for calves bedding is self-
produced too. Contract labour is used for maize and wheat harvesting. Winter wheat selling 
is the only additional revenue not directly related to finishing enterprise and, on the whole, 
it represent a negligible component of farm returns. Feed rations is completed by soya, dry 
beet pulps, bran and mineral integrator bought on the feedstuff market. Bulls are kept in 
covered feedlots with a maximum capacity of 550 heads. 
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IT-2750 – Bull finisher in Emilia-Romagna 
 
The farm data is based on a individual farm chosen among a sample of beef finishing 
enterprise, in order to identify a representative example for the production system of the 
region. The farm is a specialised, intensive bull finisher located in the region of Emilia 
Romagna, North East of Italy. Breeding system is like those of IT- 890, and main difference 
between them is the scale of enterprise. It sells 2,750 Charolais bulls per year and beef 
finishing is the only enterprise it is engaged in. The farm has 5 hired labour units and 1 
family labour units represented by the owner. Average weight at the first day of finishing is 
450 kg and final weight is around 715 kg. Daily weight gain is 1.5 kg and finishing period 
lasts about 170 days. All agricultural land is dedicated to maize growing used to feed 
animal, and normally there is no crops rotation. Due to the low availability of land, about 
half of the maize silage consumed is purchased and comes from outside the farm. In this 
area agricultural land is a scarce resource due the high concentration of livestock farm, in 
particular dairies and pig farms. Contract labour is used for maize harvesting and for 
storing it in silage pits. Feed rations is completed by maize flour, straw and pre-mixed 
compound feed (concentrates). Bulls are kept in covered feedlots with a maximum capacity 
of 550 heads 
 
Statistical representativeness 
 
In Italy the majority of finishing bulls (48.3%) are raised in the farm size classes of 100 up 
to 2000 heads. The two typical farms IT910 and IT 2880 belong to these size classes, the 
former being an average finishing farm with 520 finishing places and the latter an advanced 
farm typology of this category having 1,650 places for finishing bulls and heifers. 
 

Table A.5 - Distribution of the stock of finishing bulls and heifers (males aged 
from 1 to 2 years) per farm size in Italy 

BEEF CATTLE 

Farm size (no. heads) 

1 - 49 50 - 99 100 - 499 500 - 999 1000 - 
1999 

2000 and 
above total 

 

no. % no. % no. % no. % no. % No. % no. 

Veneto 
region 

23,152 9.7 21,044 8.8 91,912 38.5 37,29
9 15.6 36,95

5 15.5 28,11
3 11.8 238,475

Lombardia 37,351 30.6 17,050 14.0 42,555 34.8 10,40
6 8.5 10,38

3 8.5 4,448 3.6 122,193

Piedmont 49,734 41.2 17,757 14.7 40,365 33.4 8,148 6.7 1,290 1.1 3,427 2.8 120,721

Emilia-
Romagna 

9,337 20.2 4,033 8.7 8,788 19.0 4,672 10.1 7,674 16.6 11,64
0 25.2 46,144 

ITALY 221,32
8 34.0 67,524 10.4 196,77

3 30.2 62,08
4 9.5 56,30

2 8.6 47,62
8 7.3 651,639
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2.4.  British beef systems  
 
There are no specialist cattle finishing areas. Farm UK-90 is situated in the South West of 
England in Somerset, one of the main dairying and cattle producing areas in the country. It 
is a typical integrated dairy/beef unit where the beef cross male offspring are finished on 
the farm. Farm UK-50 is situated in Eastern England in Suffolk. It is an area where beef 
cows are kept to graze land that cannot be cultivated. The unit is typical of an integrated 
cash crop/beef unit where the calves are finished using some of the output from the cash 
crops. Such units are becoming more popular as they qualify for some agri-environmental 
payment. 
 
The specialist areas of the country for cow-calf producers are the hill and uplands, mainly 
the North West, the North East and the South West. Farm UK-100 is a mixed cow-calf and 
sheep unit situated in the North East of the country where the calves are sold as stores. 
Farm UK-40 is typical of a mixed enterprise lowland unit. The farm is an example of a herd 
of continental cross cows which are loose housed in barns on straw over the winter and fed 
on grass silage and calves are weaned in autumn. 
 
UK-35 / UK-40 – Combined weaner producer and steer and heifer finisher in 
Suffolk 
 
The farm is typical of a mixed enterprise lowland unit in Eastern England. The 348ha family 
farm is near Diss in Suffolk. The main enterprise is cash crops which includes winter wheat, 
winter rye, sugar beet together with some spring barley and some beans. There are 2.5 
family labour units on the farm plus a tractor driver. The cow-calf herd are Limousin 
crosses which are loose housed in barns on straw over the winter and fed on grass silage. 
They calve in the spring and are then turned out to pasture. Some of the meadows qualify 
for Countryside Stewardship payments provided the animals are kept at a low stocking 
density. The calves are weaned in the autumn and then transferred to the finishing 
enterprise where they are fed a diet of fodder beet and brewers grains achieving an 
average daily gain of 1.29 kg/day. The cattle are sold live at a finished live weight of 565 
kg. 
 
UK-90 – Bull finisher in Somerset 
 
The farm is a typical dairy unit based in the South West of England in one of the main 
dairying areas of the country. The 485 ha farm is located near Bath in Somerset and is run 
as a limited company. There are 4 family labour units on the farm as well as 4 employed 
staff. The main enterprise is the 240 cow dairy herd which calves all year round with the 
beef cross male and female offspring of the dairy herd finished on the farm. These are 
mainly Simmental, Charolais and Hereford crosses. Situated in the wetter part of the 
country the main diet of the dairy herd is grass silage with the herd housed from early 
autumn through until the spring. The bulls are fed on a grass based diet achieving daily live 
weight gains of 0.8kg during the finishing period. They are marketed deadweight at a 
finished live weight of 560kgs. 
 
Statistical representativeness 
 
In the UK the majority of holdings with cattle have less than 50 head of cattle or less than 
50 beef cows.  However there is a peak in the number of cattle and holdings at around 100 
cattle/beef cows.  The farms selected fall within or close to these main size groups.  For the 
finishing enterprises UK-35 and UK-90, they finish 39 and 93 cattle per year respectively.  
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The UK-40 cow-calf unit is typical of a combined weaner producer and finisher and sits 
within the under 50 cow size category which is the size of the majority of beef cow herds  
 

Table A.6- Distribution of cattle and beef herds by farm size in UK 

 Total Cattle and Calves 

 Size groups 

 0:<10 10:<30 30:<50 50:<70 70: 
<100 

100: 
<200 

200: 
<300 

300 & 
over 

Total 

40,516 157,978 202,358 239,876 391,129 1,351,493 1,116,496 2,097,713 5,597,559Number  

of heads 1% 3% 4% 4% 7% 24% 20% 37%  

10,366 8,802 5,368 4,204 4,828 9,774 4,762 4,604 52,707 Number 
of 
holdings 20% 17% 10% 8% 9% 19% 9% 9%  

 

 Total Beef Herd 

 Size groups 

 0:<10 10:<30 30:<50 50:<100 100 & 
over 

Total 

Number of head 48,758 159,965 149,174 216,277 184,002 758,177 

 6% 21% 20% 29% 24%  

Number of 
holdings 

14,258 8,997 3,958 3,239 1,164 31,616 

 45% 28% 13% 10% 4%  

Source: Defra June Agricultural Survey 2007 
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3. Detailed description of the strengths and weaknesses of each farms 
 
FR-45– Combined weaner producer and bull/cow finisher in Pays de la Loire  
 
Strong points 
 
The management of this beef farming systems is organized to get the maximum of profit 
from the animals born on the farm. That’s why male and female are kept, weaned and 
fattened with the forage and concentrates.  
 
The calving on farm and the autonomy of weaner to fatten preserve the farm from market 
speculation in the purchasing of animal. Moreover, the farmer can benefit from its genetic 
potential on the growth of young bulls. 
 
For the feeding, this beef farm is dependent on soybean and concentrates in the end of 
animal finishing. But 55% of the 530 kg/LU of concentrates needed are produced on farms. 
In 2007 and 2008, this protected it partly from the increase of the input costs. 
 
Weak points 
 
Located in intensive areas of the west of France, those farms are rather small in size and 
need to concentrate the production on animal, land and labour unit. Furthermore, this level 
of intensity requires to produce some forages crops and cultivated pastures with 
dependence on inputs and energy.  
 
FR-65-70– Combined weaner producer and bull and heifer finisher in Limousin 
area 
 
Strong points  
 
The management of this system is quite similar from the case above. Located in the 
Limousin area, it benefits from the good market for all the Limousine breeding products: 
bulls and young females. The self-supply of weaner is a chance taking into account their 
price on the market for Italy. With a semi-intensive management and the production of 
maize silage and cereals, this farm is also less sensitive to the inputs costs variations.  
 
Weak points 
 
On the last years those farms faced big enlargement of their size. The growth of the 
acreage and the herd appeared to be in competition with the finishing of animals.  
 
FR-90 – Bull finisher and cash crop farm in Bretagne 
 
Strong points  
 
Those fatteners are crop producers and use part of the land to produce maize silage and 
cereals for the feeding of beef bulls which are purchased locally. The strength of those 
enterprises comes from the good capacity of the farmers to fatten animals with high 
performances in growth.  
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Weak points 
 
The force of this system, i.e. the ability to speculate on the beef prices (weaner prices as 
well as bull prices) and also on the feeding cost (with the use of crops co-products), 
appears to be a high sensitiveness in the new period of time. 
 
FR-85 – Weaner producer in Limousin 
 
Strong points  
 
This specialised cow-calf farm is quite complete based on grass feeding. It means that the 
request of concentrates is limited to the finishing of cull cows. Some crops are cultivated on 
the best soils give the opportunity to produce some cereals. Only limited fertiliser is used 
and the rather extensive management helps to prevent from the augmentation of input 
prices. 
 
Weak points 
 
Most of the weaners produced on those farms are sent to the Italian finishing units. 
Therefore, those cow-calf farmers are dependent from the weaner demand for the price of 
their product.   
 
DE-230 – Bull finisher in Bavaria 
 
Strong points  
 
This type of farm makes use of the genetic potential of the dual purpose Fleckvieh breed 
and applies a production system which is well suited to the local conditions (competition 
with crop production, high land prices). The focus on beef production helps to increase 
productivity. 
 
Weak points 
 
Labour costs are high despite the size of the farm. Competition with the subsidised biogas 
production increases costs for all own produced feed and forage, mainly maize silage which 
is the primary feedstuff for first generation biogas plants. The beef is sold without further 
specification and does not receive price premiums beyond the standard classification 
scheme (conformation, fat). 
 
DE-230 – Bull finisher in Bavaria 
 
Strong points  
 
This type of farm makes use of the genetic potential of the dual purpose Fleckvieh breed 
and applies a production system which is well suited to the local conditions (competition 
with crop production, high land prices). The focus on beef production helps to increase 
productivity. 
 
Weak points 
 
Labour costs are high despite the size of the farm. Competition with the subsidised biogas 
production increases costs for all own produced feed and forage, mainly maize silage which 
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is the primary feedstuff for first generation biogas plants. The beef is sold without further 
specification and does not receive price premiums beyond the standard classification 
scheme (conformation, fat). 
 
DE-280 – Bull finisher in Northrhine-Westphalia 
 
Strong points 
 
This type of farm makes use of the genetic potential of the dual purpose Fleckvieh breed 
and applies a production system which is well suited to the local conditions (competition 
with crop production, high land prices). The farm also makes good use of a combination of 
old buildings (with new interior) and new buildings which were recently added. The focus 
on beef production helps to increase productivity. The farms region is provided with a good 
distributed rainfall which allows high yields in forage production and therefore a high land 
productivity. 
 
Weak points 
 
Competition with the subsidised biogas production increases costs for all own produced 
feed and forage, mainly maize silage which is the primary feedstuff for first generation 
biogas plants. The beef is sold without further specification and does not receive price 
premiums beyond the standard classification scheme (conformation, fat). In addition, the 
high animal density in the farms region increases the competition for land and tends to 
inhibit a future expansion in cattle numbers. 
 
DE-1100 – Organic weaner producer in Mecklenburg-Pomerania 
 
Strong points  
 
The farm provides beef for the fast growing organic market in Germany. It is part of the 
biggest organic farming association in Germany. It participated in nature protection 
schemes which are desired by the society and financially supported by the state. Due to its 
size it provides labour opportunities for locals. 
 
Weak points 
 
The prices for weaners are far too low for an organic farm. This seems to be a result of 
suboptimal negotiations with the supermarket chain that buys the beef. The profitability of 
the farm is exclusively based on the receipt of direct, partially coupled and decoupled 
payments, constituting more than 30 percent of the total returns. 
 
DE-1400 – Combined organic weaner producer and finisher in Mecklenburg-
Pomerania 
 
Strong points  
 
The farm provides beef for the fast growing organic market in Germany. It is part of the 
biggest organic farming association in Germany. It participated in nature protection 
schemes which are desired by the society and financially supported by the state. Due to its 
size it provides labour opportunities for locals. 
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Weak points 
 
The prices for weaners and beef are too low for an organic farm. This seems to be a result 
of suboptimal negotiations with the supermarket chain that buys the beef. The profitability 
of the farm is exclusively based on the receipt of direct, partially coupled and decoupled 
payments, constituting more than 30 percent of the total returns. 
 
UK-35 / UK-40 – Combined weaner producer and steer and heifer finisher in 
Suffolk 
 
Strong points 
 
Part of a marketing group and can achieve good returns.  Opportunity to use home grow 
feed and feeds such as high yielding fodder beet and keep feed costs lower than other 
systems that purchase feed.  Utilises grass land which would not otherwise be used by 
other farm enterprises. 
 
Weak points 
 
The enterprise is relatively small and cannot benefit from some scales of economy savings.  
The mixed nature of the farm and the relatively small contribution to the overall farm 
business means that the cattle enterprises receive less attention.  This can and has affected 
productivity. 
 
UK-90 – Bull finisher in Somerset 
 
Strong points 
 
The farm is based in a very good grass growing area and so silage forms the main part of 
the feed ration for finishing the bulls.  Slurry and muck from the attached dairy herd is 
spread on the grass land and helps to keep fertiliser costs down. 
 
Weak points 
 
With grass silage forming the main ingredient in the ration, productivity is less than on 
more intensive type feed rations.   Finished bulls generally do not command a high price in 
the UK due to more demand for prime beef from steers and heifers.  The farm is also in an 
area of high land and labour costs which restricts enterprise expansion. 
 
IT-910 – Bull finisher in Veneto 
 
Strong points 
 
This family farm has a high productivity for labour and land are the main strengths of this 
farms. Further more, the relationship with the market gives the opportunity to benefit from 
a good price for bull.  
 
Weak points 
 
The sensitivity of this system is in the high intensification of the production in a area with 
more pressure with environmental requests. The beef production is not the only 
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speculation. Those farms are dependent from the weaner market and the augmentation of 
the feeding cost increase the competition with crops alternatives 
 
IT-2750 – Bull finisher in Emilia-Romagna 
 
Strong points 
 
The main strong points are the size of the unit with scale economy and the high 
productivity for labour and land. The good relationship with the market gives the 
opportunity to benefit from a good price for bull.  
 
Weak points 
 
The sensitivity of this system is in the high intensification of the production in a area with 
more pressure with environmental requests. Those farms are dependent from the weaner 
market and the augmentation of the feeding cost increase the competition with crops 
alternatives 
 

4 General consideration about over costs for Beef farms due to EU 
regulations (by Dr Claus DEBLITZ, vTI) 
 
4.1. Background 
 
Regulations and their implementation are frequently mentioned as one of the reasons for 
high production costs, imposing specific burdens on European farmers. Some authors and 
decision makers claim high costs associated with the implementation of regulations and 
standards to justify existing and potential protection and support measures for European 
farmers. The following provides some general thoughts about definitions of such regulations 
and standards, ways to calculate them and conclusions to be drawn from these 
calculations. 
 
4.2. Definitions 
 
First, a clear distinction between product and process (production) standards should be 
made.  
 
1. Product standards refer to the properties of the products themselves, in other words 
‘What are the characteristics of a certain product?’. They seem to be broadly acknowledged 
and accepted within the WTO and their members. This means for example that products 
exceeding certain levels of pesticide residuals can be rejected when entering the European 
market, thus guaranteeing the high product and health standards imposed in Europe. This 
group of regulations also covers traceability and animal identification schemes. 
 
2. Process/production standards, on the other side, refer to the question: ‘How is the 
product produced?’. These standards seem to be much more difficult to analyse and to 
implement across countries and regions. They cover for example regulations on fertiliser 
and pesticide use and storage, emissions, building regulations but also social standards 
such as minimum wages, working hours and conditions.  
 
With diminishing internal direct support levels and reduction of both export subsidies and 
border protection, it is likely that non-tariff trade barriers such as product standards and 
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process/production standards are being increasingly used to protect local markets from 
lower priced imports from abroad. This does not only apply for Europe but also for countries 
like Australia with a unique disease free status. The following refers to the 
process/production standards only.  
 
4.3. Reference system and measurement 
 
The calculations usually aim to quantify the costs to implement the regulation. This can be 
basically done by calculating the situation with the regulation vs. the situation without the 
regulation.  
 
There are two cases to distinguish: 
 
1. Similar or comparable regulations exist in both countries of comparison. In this case, in 
both cases the compliance costs or the situation ‘without regulation’ in both countries is 
estimated and the difference compared. The country with the bigger absolute and/or 
relative difference between both situations would be considered to be more affected by the 
regulation. 
 
2. The regulation exists in only one country of comparison.  
 
a. One example is the ban of Atrazine use in the European Union which is still applied in 
Brazil. In this case, the cost of applying the substitute pesticides for Atrazine needs to be 
deducted from the cost of producing corn or cereals. In the second step, the today’s costs 
of using Atrazine in the EU must be simulated. For this, the hypothetical price for Atrazine 
in the European Union must be estimated, assuming it was still permitted. The Brazilian 
price level can not be taken as it is typically in a lower level. Indexing the last available 
Atrazine price in the EU with the relevant herbicide price development appears to be 
feasible for this step. Once the cost for Atrazine application are established, the difference 
between the (real) substitute cost and the (hypothetical) Atrazine cost is the 
implementation cost of the ban of Atrazine. 
 
b. Another example is the compliance of emission regulations in livestock production. For 
this purpose, the cost of technical installations need to be deducted from the existing costs 
to estimate the implementation cost. In some cases, it will be difficult to assign the cost of 
these installations solely to the compliance with emission standards because many of them 
would also positively affect animal health and welfare. 
 
Some regulations can even lead to reduced costs and/or higher output. For example, a 
regulation on regular technical inspections of sprayers leads to a cost for the testing of the 
sprayers. It may also result into a higher accuracy of the sprayer, reduced waste of 
pesticides and higher yields, all resulting in lower costs per ton of product produced. 
 
4.4. Relevance and conclusions 
 
Once the costs associated with the regulations are calculated, the question is whether they 
are economically relevant. Relevance can be defined as the costs of complying with the 
regulation exceed a certain percentage of total cost or profits. Let us assume there are 
relevant cost differences, the question still remains which conclusions can be drawn from it. 
 
1. Population density seems to be a key issue in this context. A high population density like 
in Europe is positively linked with good traffic and communication infrastructure as well as 
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consumer proximity, but it also creates pressure on land and natural resources and a 
higher scarcity of these compared with many parts of overseas countries. Hence, the 
scarcity of certain local resources can be different, requiring different actions to protect 
them. 
 
2. Even if there are relevant cost differences, another issue appears to be equally if not 
more important, especially in livestock production and here especially in pig and poultry 
production: the ‘license to produce’, in other words the approval to build production units, 
barns and installations at all and the associated costs and efforts (such as application cost, 
environmental studies, approval times, capital tied for the investment). Once approved, the 
additional cost created by meeting standards seem to be less relevant. 
 
3. Animal welfare is a specific point and often quoted as a source of additional costs and 
disadvantage for European livestock producers. However, a good deal of these regulations 
result from the type of production system operated in Europe which again has to do with 
the limited land available. Limited (and thus expensive) land resources create more 
intensive and usually confined beef production systems. When comparing South American 
pasture systems with barn systems Europe from a lifetime-perspective of an animal, it is 
difficult to say which animal has the better life or which system responds better to animal 
welfare (all year round grazing on pastures or slatted floors with rubber mats to protect the 
claws). When it comes to transport and slaughter, Brazilian and Argentinean beef is only 
admitted into Europe from specially approved abattoirs meeting European standards. These 
abattoirs are regularly checked by European Union officials. If not happened yet, these 
standards will gradually infiltrate local production. 
 
4.5. Conclusions 
The conclusions from this is that a) we need to be aware what kind of regulations and 
standards we are talking about, b) we need to make sure we choose the correct reference 
system when measure the compliance and implementation cost and c) we need to be 
careful about the interpretation and conclusions from the results. It seems that deducting 
protection measures from on regulation-related costs in most cases does not make a lot of 
sense. 
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2. Detailed Tables for Sheep Farming Systems 

Performance of the lowland sheep farms in Ireland in 2007
  

Top 1/3 Average Bottom 1/3

Physical performance 
Flock Size 213 237 219
Stocking Rate (LU/Ha) 2 1,83 1,67
Ewes/ha 9,82 8 6,22
Lambs sold per Ewe to Ram 1,59 1,45 1,32
Lambs sold /ha 15,6 11,6 8,2
Average lamb carcass weight 19 18,5 18

Financial Performance €/ewe
Gross Output 117,0 99,6 79,6
Specific operating costs 44,0 49,8 57,1
Gross Margin 73,0 49,9 22,5
Fixed Costs 53,6 49,1 49,2
Net Margin 19,5 0,8 -26,7
Average Finished Lamb Price (€/lamb) 79,91 75,26 70,91

Financial Performance €/kg lamb sold
Gross Output 3,87 3,71 3,35
Specific operating costs 1,46 1,85 2,40
Gross Margin 2,42 1,86 0,95
Fixed Costs 1,77 1,83 2,07
Net Margin 0,64 0,03 -1,12
Average Finished Lamb Price (€/lamb) 4,21 4,07 3,94

Major Cost Analysis in Ireland in 2007

Top 1/3 Average Bottom 1/3

Total Specific operating costs (€/ewe) 44,00 50,00 56,00
Total concentrates 15,00 15,73 15,00
Forage costs (fertiliser, seeds..) 8,50 9,60 10,50
Veterinary 8,90 8,90 9,50
Contractor 6,00 8,60 13,00
Other 5,60 6,60 8,00

Total Specific operating costs (€/lamb sold) 27,67 34,48 42,42
Total concentrates 9,43 10,85 11,36
Forage costs (fertiliser, seeds..) 5,35 6,62 7,95
Veterinary 5,60 6,14 7,20
Contractor 3,77 5,93 9,85
Other 3,52 4,55 6,06

Total Specific operating costs (€/kg lamb sold) 1,46 1,86 2,36
Total concentrates 0,50 0,59 0,63
Forage costs (fertiliser, seeds..) 0,28 0,36 0,44
Veterinary 0,29 0,33 0,40
Contractor 0,20 0,32 0,55
Other 0,19 0,25 0,34

Total fixed costs (€/ewe) 54,00 49,00 50,00
Total fixed costs (€/lamb sold) 33,96 33,79 37,88
Total fixed costs (€/kg lamb produced) 1,79 1,83 2,10

Source: Teagasc, e-Profit Mon 
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Comparison 2005-2006-2007on a match sample in Irish lowland sheep farms

2005 2006 2007

Physical performance 
Flock Size 288 288 287
Stocking Rate (LU/Ha) 1,88 1,90 1,88
Ewes/ha 7,25 7,57 7,84
Lambs sold per Ewe to Ram 1,16 1,13 1,22
Lambs sold /ha 8,39 8,58 9,59
Average lamb carcass weight 18,50 18,50 18,50

Financial Performance €/ewe
Gross Output 87,06 89,58 90,90
Specific operating costs 57,76 61,95 57,11
Gross Margin 29,30 27,63 33,80
Fixed Costs 46,52 46,70 48,62
Net Margin -17,22 -19,07 -14,83
Average Finished Lamb Price (€/lamb) 71,24 74,86 75,62

Financial Performance €/lamb sold
Gross Output 75,32 79,04 74,31
Specific operating costs 49,97 54,66 46,68
Gross Margin 25,35 24,38 27,63
Fixed Costs 40,24 41,20 39,75
Net Margin -14,90 -16,82 -12,12

Financial Performance €/kg lamb sold
Gross Output 4,07 4,27 4,02
Specific operating costs 2,70 2,95 2,52
Gross Margin 1,37 1,32 1,49
Fixed Costs 2,18 2,23 2,15
Net Margin -0,81 -0,91 -0,66

2005 2006 2007

Total Specific operating costs (€/ewe) 57,76 61,95 57,11
Purchased concentrates 13,23 15,89 15,84
Home grown concentrates 1,22 1,49 1,86
Other feed 0,45 0,62 0,89
Forage costs (fertiliser, seeds..) 10,87 10,67 9,93
Veterinary 11,11 10,86 9,73
Contractor 14,24 14,07 11,86
Other 6,64 8,35 7,00

Total Specific operating costs (€/lamb sold) 49,97 54,66 46,68
Purchased concentrates 11,45 14,02 12,94
Home grown concentrates 1,06 1,31 1,52
Other feed 0,39 0,54 0,73
Forage costs (fertiliser, seeds..) 9,40 9,41 8,11
Veterinary 9,61 9,58 7,96
Contractor 12,32 12,42 9,69
Other 5,74 7,37 5,72

Total Specific operating costs (€/kg lamb sold) 2,70 2,95 2,52
Purchased concentrates 0,62 0,76 0,70
Home grown concentrates 0,06 0,07 0,08
Other feed 0,02 0,03 0,04
Forage costs (fertiliser, seeds..) 0,51 0,51 0,44
Veterinary 0,52 0,52 0,43
Contractor 0,67 0,67 0,52
Other 0,31 0,40 0,31

Total fixed costs (€/ewe) 46,52 46,70 48,62
Total fixed costs (€/lamb sold) 40,24 41,20 39,75
Total fixed costs (€/kg lamb produced) 2,18 2,23 2,15  
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Costs in hill sheep farms in Ireland : 
 
The e-Profit Monitor also analyses 12 hill farms in Ireland. Though these results are based 
on a small sample and only available for 2007 and 2006, we can still get some results from 
this analysis. Flocks are larger in hills (402 ewes in 2007 vs. 237 in lowlands) but the 
number of lambs reared per ewe is far under the good results of the lowlands (0,98 in 
2007). 
 
Fixed costs in hills (17€ per ewe in 2007) are even lower than in lowlands, where we 
conclude that they were already quite low compared to other countries. That means hill 
sheep farms realize very few investments in buildings, machinery and that the cost of 
labour in these areas is low. 
 
Operating costs are also lower in hill farms than in lowlands farms. They reached 32 €/ewe 
in 2007, which is similar to 2006. Virtually, none of the operating costs changed between 
2006 and 2007. 
 
In the end, net profit in hill sheep farms is similar to lowland farms, that is to say no net 
profit. 
 
The analysis per lamb sold gives different results. As the number of lambs sold per ewe 
decreased by 10%, the operating costs per lamb increased by 8%. 
 

Performance of the hill sheep farms in Ireland in 2006 and 2007 

 

2006 2007 % change

Total Operating costs  (€/ewe) 33,0 32,0 -3%
Total concentrates 16,00 16,00 0%
Forage costs (fertiliser, seeds..) 6,00 5,00 -17%
Veterinary 6,00 6,00 0%
Contractor 3,00 3,00 0%
Other 2,00 2,00 0%

Total Operating costs  (€/lamb sold) 30,28 32,65 8%
Total concentrates 14,68 16,33 11%
Forage costs (fertiliser, seeds..) 5,50 5,10 -7%
Veterinary 5,50 6,12 11%
Contractor 2,75 3,06 11%
Other 1,83 2,04 11%

Total fixed costs (€/ewe) 16,0 17,0 6%
Total fixed costs (€/lamb sold) 14,68 17,35 18%  

 Source: Teagasc  
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Change in variable costs in hill sheep farms in Ireland (€/ewe and €/lamb sold) 

Change in variable costs in hill sheep farms in 
Ireland (€/lamb sold)
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Performance of the hills sheep farms in the UK in 2007 (Source: AHDB)
  

Top 1/3 Average Bottom 1/3

Physical performance 
Flock Size 727 715 576
Stocking Rate (LU/Ha) 1,83 1,28 0,95
Lambs sold per Ewe to Ram 1,10 1,09 1,16
Lambs sold for slaughter per ewe 0,37 0,55 0,80
Lambs sold as stores per ewe 0,73 0,54 0,35
Average lamb carcass weight 20 19 18,3
Weight per lamb sold store (kg lw) 30,6 31,5 33,3

Financial Performance €/ewe
Gross Output 90,17 77,07 67,37
Specific operating costs 31,89 30,69 34,78
Gross Margin 58,28 46,38 32,59
Fixed Costs 43,87 53,60 68,57
Net Margin 14,41 -7,22 -35,98
Average Finished Lamb Price (€/lamb) 61,32 59,75 59,05

Financial Performance €/kg lamb sold
Gross Output 4,84 4,07 3,27
Specific operating costs 1,71 1,62 1,69
Gross Margin 3,13 2,45 1,58
Fixed Costs 2,36 2,83 3,33
Net Margin 0,77 -0,38 -1,75
Average Finished Lamb Price (€/lamb) 3,29 3,15 2,87

Major Cost Analysis in 2007 in the UK in hills sheep farms (Source: AHDB)

Top 1/3 Average Bottom 1/3

Total Specific operating costs (€/ewe) 31,89 30,69 34,78
Purchased concentrates 8,15 8,08 9,22
Home grown concentrates 0,83 0,50 0,79
Other feed 1,59 1,72 2,86
Forage costs (fertiliser, seeds..) 4,15 3,84 4,90
Veterinary 7,20 7,50 7,88
Contractor 5,07 4,90 5,52
Other 4,88 4,15 3,61

Total Specific operating costs (€/lamb sold) 28,92 28,17 30,08
Purchased concentrates 7,40 7,42 7,98
Home grown concentrates 0,76 0,46 0,68
Other feed 1,44 1,58 2,48
Forage costs (fertiliser, seeds..) 3,76 3,53 4,23
Veterinary 6,53 6,88 6,81
Contractor 4,60 4,49 4,78
Other 4,43 3,81 3,12

Total Specific operating costs (€/kg lamb sold) 1,71 1,62 1,69
Purchased concentrates 0,44 0,43 0,45
Home grown concentrates 0,04 0,03 0,04
Other feed 0,09 0,09 0,14
Forage costs (fertiliser, seeds..) 0,22 0,20 0,24
Veterinary 0,39 0,40 0,38
Contractor 0,27 0,26 0,27
Other 0,26 0,22 0,18

Total fixed costs (€/ewe) 43,87 53,60 68,57
Total fixed costs (€/lamb sold) 39,79 49,20 59,30
Total fixed costs (€/kg lamb produced) 2,36 2,83 3,33  
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Comparison 2005-2006-2007 on a match sample in UK hills sheep farms (Source: AHDB)

2005 2006 2007

Physical performance 
Flock Size 582 703 715
Stocking Rate (LU/Ha) 1,35 1,31 1,28
Lambs sold per Ewe to Ram 1,01 1,04 1,09
Lambs sold for slaughter per ewe 0,45 0,52 0,55
Lambs sold as stores per ewe 0,56 0,52 0,53
Average lamb carcass weight 20,0 19,1 19,0
Weight per lamb sold store (kg lw) 32,9 32,3 31,5

Financial Performance €/ewe
Gross Output 83,66 85,24 77,04
Specific operating costs 35,28 33,11 30,78
Gross Margin 48,38 52,13 46,26
Fixed Costs 56,26 52,81 53,58
Net Margin -7,88 -0,68 -7,32
Average Finished Lamb Price (€/lamb) 64,62 66,75 59,74

Financial Performance €/lamb sold
Gross Output 82,65 81,74 70,69
Specific operating costs 34,85 31,75 28,24
Gross Margin 47,80 49,99 42,45
Fixed Costs 55,59 50,64 49,17
Net Margin -7,79 -0,66 -6,72

Financial Performance €/kg lamb sold
Gross Output 4,59 4,64 4,08
Specific operating costs 1,94 1,80 1,63
Gross Margin 2,66 2,84 2,45
Fixed Costs 3,09 2,88 2,84
Net Margin -0,43 -0,04 -0,39

2005 2006 2007

Total Specific operating costs (€/ewe) 31,05 32,42 30,83
Purchased concentrates 9,42 8,23 8,08
Home grown concentrates 0,09 1,29 0,50
Other feed 4,42 1,94 1,72
Forage costs (fertiliser, seeds..) 1,44 4,40 3,84
Veterinary 7,10 7,14 7,49
Contractor 5,00 5,42 4,89
Other 3,58 4,00 4,31

Total Specific operating costs (€/lamb sold) 30,67 31,09 28,29
Purchased concentrates 9,30 7,89 7,41
Home grown concentrates 0,09 1,24 0,46
Other feed 4,37 1,86 1,58
Forage costs (fertiliser, seeds..) 1,42 4,22 3,53
Veterinary 7,02 6,85 6,87
Contractor 4,94 5,20 4,49
Other 3,54 3,84 3,96

Total Specific operating costs (€/kg lamb sold) 1,70 1,77 1,63
Purchased concentrates 0,52 0,45 0,43
Home grown concentrates 0,00 0,07 0,03
Other feed 0,24 0,11 0,09
Forage costs (fertiliser, seeds..) 0,08 0,24 0,20
Veterinary 0,39 0,39 0,40
Contractor 0,27 0,30 0,26
Other 0,20 0,22 0,23

Total fixed costs (€/ewe) 58,24 62,32 57,47
Total fixed costs (€/lamb sold) 57,55 59,76 52,73
Total fixed costs (€/kg lamb produced) 3,20 3,39 3,04  
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Performance of the lowland sheep farms in the UK in 2007 (Source: AHDB)
  

Top 1/3 Average Bottom 1/3

Physical performance 
Flock Size 510 504 604
Stocking Rate (LU/Ha) 1,81 1,4 0,67
Lambs sold per Ewe to Ram 1,55 1,29 1,04
Lambs sold for slaughter per ewe 1,15 0,73 0,47
Lambs sold as stores per ewe 0,40 0,56 0,57
Average lamb carcass weight 19,6 19,5 18,6
Weight per lamb sold store (kg lw) 33,6 31,5 29,8

Financial Performance €/ewe
Gross Output 107,47 78,97 53,51
Specific operating costs 34,93 31,79 27,96
Gross Margin 72,54 47,18 25,55
Fixed Costs 42,80 57,47 73,23
Net Margin 29,74 -10,28 -47,68
Average Finished Lamb Price (€/lamb) 70,37 67,87 59,22

Financial Performance €/kg lamb sold
Gross Output 3,67 3,43 3,10
Specific operating costs 1,19 1,38 1,62
Gross Margin 2,47 2,05 1,48
Fixed Costs 1,46 2,50 4,25
Net Margin 1,01 -0,45 -2,76
Average Finished Lamb Price (€/lamb) 2,40 2,95 3,43

Major Cost Analysis in 2007 in the UK in lowland sheep farms (Source: AHDB)

Top 1/3 Average Bottom 1/3

Total Specific operating costs (€/ewe) 34,91 31,79 27,96
Purchased concentrates 11,44 9,83 8,37
Home grown concentrates 0,96 0,69 0,39
Other feed 0,63 0,80 0,82
Forage costs (fertiliser, seeds..) 3,74 3,62 3,62
Veterinary 8,36 7,49 6,90
Contractor 3,64 4,67 4,82
Other 6,15 4,67 3,04

Total Specific operating costs (€/lamb sold) 22,48 24,68 26,89
Purchased concentrates 7,37 7,63 8,05
Home grown concentrates 0,62 0,54 0,38
Other feed 0,40 0,62 0,79
Forage costs (fertiliser, seeds..) 2,41 2,81 3,48
Veterinary 5,38 5,82 6,63
Contractor 2,34 3,63 4,64
Other 3,96 3,63 2,92

Total Specific operating costs (€/kg lamb sold) 1,19 1,38 1,62
Purchased concentrates 0,39 0,43 0,49
Home grown concentrates 0,03 0,03 0,02
Other feed 0,02 0,03 0,05
Forage costs (fertiliser, seeds..) 0,13 0,16 0,21
Veterinary 0,29 0,33 0,40
Contractor 0,12 0,20 0,28
Other 0,21 0,20 0,18

Total fixed costs (€/ewe) 46,44 62,14 78,05
Total fixed costs (€/lamb sold) 29,90 48,25 75,08
Total fixed costs (€/kg lamb produced) 1,58 2,70 4,53  
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Comparison 2005-2006-2007 on a match sample in UK lowland sheep farms  (Source: AHDB)

2005 2006 2007
Physical performance 
Flock Size 467 435 504
Stocking Rate (LU/Ha) 1,15 1,42 1,40
Lambs sold per Ewe to Ram 1,25 1,25 1,29
Lambs sold for slaughter per ewe 0,70 0,68 0,73
Lambs sold as stores per ewe 0,54 0,56 0,56
Average lamb carcass weight 19,1 19,6 19,5
Weight per lamb sold store (kg lw) 31,9 32,7 31,5
Financial Performance €/ewe
Gross Output 88,09 84,78 78,97
Specific operating costs 35,28 33,11 30,78
Gross Margin 52,81 51,67 48,19
Fixed Costs 58,24 62,32 57,47
Net Margin -5,43 -10,65 -9,28
Average Finished Lamb Price (€/lamb) 72,97 73,68 67,87
Financial Performance €/lamb sold
Gross Output 70,67 68,04 61,21
Specific operating costs 28,30 26,58 23,86
Gross Margin 42,37 41,47 37,35
Fixed Costs 46,73 50,01 44,54
Net Margin -4,36 -8,55 -7,19
Financial Performance €/kg lamb sold
Gross Output 3,98 3,76 3,42
Specific operating costs 1,59 1,47 1,33
Gross Margin 2,39 2,29 2,09
Fixed Costs 2,63 2,76 2,49
Net Margin -0,25 -0,47 -0,40

2005 2006 2007

Total Specific operating costs (€/ewe) 36,32 34,07 31,47
Purchased concentrates 9,84 8,33 9,85
Home grown concentrates 0,69 1,82 0,35
Other feed 1,90 1,18 0,80
Forage costs (fertiliser, seeds..) 6,72 5,30 3,62
Veterinary 7,29 7,21 7,49
Contractor 4,30 4,39 4,67
Other 5,59 5,85 4,67

Total Specific operating costs (€/lamb sold) 29,14 27,35 24,39
Purchased concentrates 7,89 6,69 7,63
Home grown concentrates 0,55 1,46 0,27
Other feed 1,53 0,95 0,62
Forage costs (fertiliser, seeds..) 5,39 4,25 2,81
Veterinary 5,85 5,79 5,81
Contractor 3,45 3,52 3,62
Other 4,48 4,69 3,62

Total Specific operating costs (€/kg lamb sold) 1,64 1,51 1,36
Purchased concentrates 0,44 0,37 0,43
Home grown concentrates 0,03 0,08 0,02
Other feed 0,09 0,05 0,03
Forage costs (fertiliser, seeds..) 0,30 0,23 0,16
Veterinary 0,33 0,32 0,32
Contractor 0,19 0,19 0,20
Other 0,25 0,26 0,20

Total fixed costs (€/ewe) 58,24 62,32 57,47
Total fixed costs (€/lamb sold) 46,73 50,01 44,54
Total fixed costs (€/kg lamb produced) 2,63 2,76 2,49  
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Performance of sheep farms in France from 2004 to 2007 (Source: Institut de l'Elevage)
  

2004 2005 2006 2007 2004 2005 2006 2007 2004 2005 2006 2007 2004 2005 2006 2007
Physical performance 
Flock Size 205 205 205 205 350 350 350 350 470 470 470 470 357 358 359 360
Stocking Rate (LU/Ha) 5,8 5,8 5,8 5,8 1,4 1,4 1,4 1,4 1,8 1,8 1,8 1,8 - - - -
Lambs reared per Ewe to Ram 1,26 1,26 1,26 1,26 1,47 1,47 1,47 1,47 1,55 1,55 1,55 1,55 1,05 1,05 1,05 1,05
Lambs sold per Ewe to Ram 1,09 1,09 1,09 1,09 1,27 1,27 1,27 1,27 1,31 1,31 1,31 1,31 0,88 0,88 0,88 0,88
Average lamb carcass weight 19,3 19,3 19,3 19,3 17,8 17,8 17,8 17,8 18,5 18,5 18,5 18,5 15,5 15,5 15,5 15,5
Financial Performance €/ewe
Gross Output 122,3 120,3 124,0 119,7 135,6 137,0 133,2 131,2 139,8 140,1 140,0 135,2 66,8 68,9 70,3 67,4
Specific operating costs 58,7 58,5 63,0 77,9 59,2 61,9 63,2 73,1 65,1 65,0 67,7 75,0 40,7 40,7 41,3 44,9
Gross Margin 63,6 61,8 61,1 41,8 76,3 75,1 70,0 58,1 74,7 75,0 72,3 60,2 26,0 28,2 29,0 22,5
Fixed Costs 40,9 41,3 40,1 37,3 57,6 59,2 61,6 60,5 49,0 50,9 52,7 53,1 50,8 51,6 52,0 52,6
Net Margin 22,7 20,4 20,9 4,5 18,7 15,9 8,4 -2,4 25,7 24,2 19,6 7,1 -24,8 -23,4 -23,0 -30,1
Average Finished Lamb Price (€/lamb) 102,0 101,1 105,0 95,7 95,7 100,3 101,4 97,0 98,7 97,0 98,8 95,5 72,7 74,4 76,0 78,2
Financial Performance €/kg lamb sold
Gross Output 5,8 5,7 5,9 5,7 6,0 6,1 5,9 5,8 5,8 5,8 5,8 5,6 4,9 5,1 5,2 4,9
Specific operating costs 2,8 2,8 3,0 3,7 2,6 2,7 2,8 3,2 2,7 2,7 2,8 3,1 3,0 3,0 3,0 3,3
Gross Margin 3,0 2,9 2,9 2,0 3,4 3,3 3,1 2,6 3,1 3,1 3,0 2,5 1,9 2,1 2,1 1,6
Fixed Costs 1,9 2,0 1,9 1,8 2,5 2,6 2,7 2,7 2,0 2,1 2,2 2,2 3,7 3,8 3,8 3,9
Net Margin 1,1 1,0 1,0 0,2 0,8 0,7 0,4 -0,1 1,1 1,0 0,8 0,3 -1,8 -1,7 -1,7 -2,2
Average Finished Lamb Price (€/kg) 4,8 4,8 5,0 4,5 4,2 4,4 4,5 4,3 4,1 4,0 4,1 3,9 5,3 5,5 5,6 5,7

Major Cost Analysis from 2004 to 2007 in France (Source: Institut de l'Elevage)

2004 2005 2006 2007 2004 2005 2006 2007 2004 2005 2006 2007 2004 2005 2006 2007

Total Specific operating costs (€/ewe) 58,7 58,5 63 77,9 59,20 61,90 63,20 73,10 65,10 65,00 67,70 75,00 40,70 40,70 41,30 44,90
Purchased concentrates 26,8 26,9 27,3 31,6 16,9 16,9 17,1 17,4 20,9 19,5 19,3 21,4 8,1 7,7 8 8,8
Home produced concentrates 8,2 7,6 9,9 15,5 12,00 13,20 13,50 22,50 9,40 9,80 10,80 14,90 7,60 7,60 7,60 9,20
Other feeds 8,6 8,6 10,2 12,7 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Forage costs (fertiliser, seeds..) 3,2 3,5 3,7 4 9,60 10,20 10,80 11,50 9,50 9,90 10,80 11,40 6,40 6,50 6,60 7,10
Veterinary 4,5 4,5 4,5 6,8 4,10 4,10 4,20 4,30 5,10 5,20 7,60 5,50 2,70 2,80 7,50 2,90
Contractor 0 0 0 0 6,40 6,60 6,70 6,40 8,70 9,00 9,30 9,60 0,00 0,00 0,00 0,00
Other 7,4 4,5 7,4 7,4 10,20 10,90 10,90 11,00 11,50 11,60 9,90 12,20 15,90 16,10 11,60 16,90
Total Specific operating costs (€/lamb so 53,85 53,67 57,80 71,47 46,61 48,74 49,76 57,56 49,69 49,62 51,68 57,25 46,25 46,25 46,93 51,02
Purchased concentrates 24,59 24,68 25,05 28,99 13,31 13,31 13,46 13,70 15,95 14,89 14,73 16,34 9,20 8,75 9,09 10,00
Home produced concentrates 7,52 6,97 9,90 14,22 9,45 10,39 13,50 17,72 7,18 7,48 10,80 11,37 8,64 8,64 7,60 10,45
Other feeds 7,89 7,89 9,36 11,65 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Forage costs (fertiliser, seeds..) 2,94 3,21 3,39 3,67 7,56 8,03 8,50 9,06 7,25 7,56 8,24 8,70 7,27 7,39 7,50 8,07
Veterinary 4,13 4,13 4,13 6,24 3,23 3,23 3,31 3,39 3,89 3,97 5,80 4,20 3,07 3,18 8,52 3,30
Contractor 0,00 0,00 0,00 0,00 5,04 5,20 5,28 5,04 6,64 6,87 7,10 7,33 0,00 0,00 0,00 0,00
Other 6,79 4,13 6,79 6,79 8,03 8,58 8,58 8,66 8,78 8,85 7,56 9,31 18,07 18,30 13,18 19,20
Total Specific operating costs (€/kg lamb 2,79 2,64 3,04 3,71 2,62 2,74 2,80 3,23 2,69 2,68 2,79 3,09 2,98 2,98 3,03 3,29
Purchased concentrates 1,27 1,28 1,30 1,50 0,75 0,75 0,76 0,77 0,86 0,80 0,80 0,88 0,59 0,56 0,59 0,65
Home produced concentrates 0,39 0,36 0,51 0,74 0,53 0,58 0,76 1,00 0,39 0,40 0,58 0,61 0,56 0,56 0,49 0,67
Other feeds 0,41 0,41 0,48 0,60 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00
Forage costs (fertiliser, seeds..) 0,15 0,17 0,18 0,19 0,42 0,45 0,48 0,51 0,39 0,41 0,45 0,47 0,47 0,48 0,48 0,52
Veterinary 0,21 0,21 0,21 0,32 0,18 0,18 0,19 0,19 0,21 0,21 0,31 0,23 0,20 0,21 0,55 0,21
Contractor 0,00 0,00 0,00 0,00 0,28 0,29 0,30 0,28 0,36 0,37 0,38 0,40 0,00 0,00 0,00 0,00
Other 0,35 0,21 0,35 0,35 0,45 0,48 0,48 0,49 0,47 0,48 0,41 0,50 1,17 1,18 0,85 1,24
Total fixed costs (€/ewe) 40,9 41,3 40,1 37,3 57,60 59,20 61,60 60,50 49,00 60,20 62,60 53,10 50,80 61,20 63,60 52,60
Total fixed costs (€/lamb sold) 37,52 37,89 36,79 34,22 45,35 46,61 48,50 47,64 37,40 45,95 47,79 40,53 57,73 69,55 72,27 59,77
Total fixed costs (€/kg lamb sold) 1,94 1,96 1,91 1,77 2,55 2,62 2,72 2,68 2,02 2,48 2,58 2,19 3,72 4,49 4,66 3,86

Forage specialist Hill pastoral

Intensive crops + small sheep unit Forage specialist Hill pastoral

Intensive crops + small sheep unit Mixed crop

Mixed crop
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Compared economical indicators of sheep farms in France, Ireland and UK 

Irish 
lowlands UK hills

UK 
lowlands

Fr intensive 
crops + small 

sheep unit
Fr mixed 

crop
Fr forage 
specialist

Fr hill 
pastoral

Financial Performance €/ewe
Gross Output 100 77 79 120 131 135 67
Spécific operating costs 50 31 32 78 73 75 45
Gross Margin 50 46 47 42 58 60 23
Fixed Costs 49 54 57 37 61 53 53
Net Margin 1 -7 -10 5 -2 7 -30
Average Finished Lamb Price (€/lamb) 75,3 59,8 67,9 95,7 97,0 95,5 78,2

Financial Performance €/kg lamb
Gross Output 3,71 4,07 3,43 5,69 5,80 5,58 4,94
Spécific operating costs 1,85 1,62 1,38 3,70 3,23 3,09 3,29
Gross Margin 1,86 2,45 2,05 1,99 2,57 2,48 1,65
Fixed Costs 1,83 2,83 2,50 1,77 2,68 2,19 3,86
Net Margin 0,03 -0,38 -0,45 0,21 -0,11 0,29 -2,21
Average Finished Lamb Price (€/lamb) 4,07 3,15 2,95 4,96 5,45 5,16 5,05  

Source: Institut de l’Elevage, AHDB Meat Services, Teagasc 

 

Sheep compound feed in UK (£/tonne)  
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Implementation of the “Health check” in French sheep model farms (€) 

 
Intensive crops + 
small sheep unit Mixed crop 

Forage 
specialist  Hill pastoral 

Initial total public support 30,750 30,994 14,325 27,222

Initial SFP  22,079 17,670 8,846 6,388

Supplementary SFP from National Reserve (6 €/ewe) 1,230 2,100 2,820 2,160

New decoupled crop premium  6,756 6,834 1,354 477

New decoupled  50% of ewe P  1,915 4,060 4,515 4,830

   ‐ Article 63 on crops  3 783 3 827 758 267

   ‐ Article 63 on ewe premium  239 508 564 604

New SFP on grasslands (76 & 51 €/ha)  418 2,812 2,584 4,004

New SFP on forage crops (20€ / ha)  0 0 100 0

New 1st pillar  28,375 28,201 18,507 17,381

   ‐5% article 68  1,419 1,410 925 869

New ewe premium  4,264 7,280 9,776 7,488

New protein plant premium  924 0 0 0

New 1st pillar  32,144 34,071 27,357 24,000

   ‐5% additional modulation  1,357 1,454 1,118 950

New 1st pillar  30,787 32,618 26,239 23,050

Increased LFA payment  0 350 0 825

New 2nd pillar  0 3 720 0 15 959

Change 2009‐2010  37 5,344 11,914 11,787

Balance %  0% +17% +83% +43%

Source: Institut de l’Elevage 
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ANNEX 5: IMPLEMENTATION OF ENVIRONMENTAL AND 
ANIMAL WELFARE EU REGULATIONS IN DIFFERENT 
COUNTRIES 

1. Implementation of Environmental regulations in different 
countries 

 
Directive 91/676/EEC prescribes member states to establish Codes of Good Agricultural 
Practice, designate vulnerable zones regarding water pollution and establish action 
programs in relation to these vulnerable zones. In daily practice the Directive concerns the 
application of nitrogen in the vulnerable zones. Within a vulnerable zone, a maximum 
amount of 170 kg organic N per hectare may be applied.  
 
Within France, the most pig-intensive area, Bretagne, is designated as Nitrate Vulnerable 
Zone (NVZ). The Netherlands and Germany have implemented the Action Program for the 
whole country. In Germany, derogation is applicable, with a maximum of 230 kg of 
manure-N is allowed for intensive grassland fields of specific farms. The application of 
nitrogen from livestock manure on the arable crops of these farms would not, however, 
exceed 170 kg/ha nitrogen per hectare per year. The farms which make use of the 
derogation have to keep a fertilisation plan. The Netherlands also obtained derogation for 
up to 250 kg per hectare nitrogen from grazing livestock manure per hectare. Poland has 
designated 2,5% of its territory as Nitrate Vulnerable Zone. 
 
Mineral book-keeping 
 
Due to high animal density in the Netherlands, manure has to be transported to arable 
farmers for application. This can in practice be a distance of up to 200 km. A mineral book 
keeping system is obliged, and manure has to be chemically analyzed at leaving the pig 
farm. Mineral surpluses are sanctioned, which has led to voluntary reductions in N and P, 
using synthetic amino acids and phytase in feed. 
 
In the region Bretagne (France) is a regional mineral surplus. A considerable part of the 
manure has to be processed for transport and application on distance. Mineral surpluses 
are also sanctioned. N and P content of the feed have been reduced, making use of 
synthetic amino acids and phytase. 
 
Farms falling under the Nitrate Directive have to declare the on-farm produced amount of 
nitrogen and to declare the destination of it: they have to fill annually a document (“plan 
d’épandage”) which specifies how the slurry would be spread: amount per area and on 
which land (belonging to the farm or to a third person). The farmers who are limited by 
land often choose to use a diet which minimizes the excretion of nitrogen and phosphorus. 
It concerns the majority of farms in the vulnerable zones (“Zones of structural surpluses”, 
ZES), which zoning is a result of the severe French transcription of the European Nitrate 
Directive of 1991. 
 
In Germany, due to the major system of land-based pig farming, manure is applied at the 
own farm or in the neighbourhood. No protein reduction in pig feed is necessary (except for 
cost reasons). No mineral book-keeping system is required. 
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Slurry storage 
 
In the Netherlands, slurry storage of at least 6 months is obligatory; in France, this is 4 
months. In practice, slurry capacities are generally between 6 months and 1 year. Some 
parts of both France and Germany require storage capacity of at least 6 months. By 2012, 
the storage capacity in the Netherlands will be extended to 7 months. 
 
Manure application period 
 
In the Netherlands, spreading of manure is limited to the period of 1 February till 15 
September on Clay and peat soil. On sand and loss soil the period ends at 1 September. By 
the year 2012 these periods will be shortened by some weeks. 
 
Manure spreading is never allowed on snowy (frozen) land. Pig manure may be applied up 
to maximum 170 kg N per ha. 
 
In France, manure spreading is also prohibited on frozen/snowy ground, and also in the 
vicinity of important pluviometry. The code of agricultural practices regarding storage and 
spreading of manure in Vulnerable Zones gives the following time table (Table E.1). 
 
Table E.1. Times of the year when slurry or manure cannot be spread 

 
Type 1 Manure 
compost 

Type 2 Slurry Type 3 Mineral 
fertiliser 

Type 1 Manure 
compost 

Autumn crop 1/07 – 31/08 1/11 – 15/01 1/11 – 15/01 1/07 – 31/08 

Spring crop 1/07 – 31/09 1/07 – 15/01 1/07 – 15/02 1/07 – 31/09 

Grass-land >6 months 1/07 – 31/10 15/11 – 15/01 1/10 – 31/01 1/07 – 31/10 

Non used soils The whole year The whole year The whole year The whole year
 
According to the Code of agricultural practices storage and spreading of manure in 
Vulnerable Zones, a maximum of 170 kg/ha of nitrogen of animal origin can be applied. 
Within Vulnerable zones, particular cantons with an amount of nitrogen from animal origin 
exceeding certain thresholds (between 15,000 and 20,000), the farms in these cantons 
must treat or transfer their excess of nitrogen in cantons with an amount of nitrogen of 
animal origin below 140 kg/ha. 
 
In Germany spreading of liquid manure and of manure with high nitrogen content (for 
example poultry manure) is not allowed from 1 November to 31 January on arable land. On 
grass land this period is from 15 November to 31 January. 
 
There is an N limit from animal manure of 170 kg/ha in Germany. Further the surplus of 
the N-balance must be below 90 kg in the average of the years 2006, 2007 and 2008. 
Then, this maximum surplus has to decrease to 80 kg in 2009, 70 kg in 2010 and 60 kg in 
2011 and following years. The surplus of phosphate must be below 20 kg per ha. 
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Ammonia emission 
 
Directive 2001/81/EG gives National Emission Ceilings for ammonia for every member 
state. Every member state has to achieve this level by the year 2010. The Netherlands 
(and Denmark) have the biggest reduction obligation. 
 
In the Netherlands pig farmers must use emission reduction techniques in the buildings 
that are reconstructed or newly built. Pig farms in the Netherlands have to adapt their 
houses to reduce ammonia emission by 1 January, 2010 (AMvB Huisvesting). Larger farms 
(over 750 sows or 2000 fattening pigs) fall under IPPC and had to fulfil these requirements 
by 30 October, 2007. These farms had to adopt techniques that are approved BAT (Best 
available techniques). Small farms (less than 100 sows or 250 fattening pigs) have a 
transitional period up to 1 January, 2013. New houses on farms have to fulfil these 
standards immediately. Farms within a distance of 250 meters to a vulnerable nature area 
have stricter regulations regards to ammonia emission. Fiscal instruments are available to 
support investments in environmental protection. 
 
Farms close to nature areas and protected habitats (Vogel- en Habitatrichtlijn) and to civil 
residences have to fulfil stricter regulations regarding ammonia emission. Local 
municipalities have some freedom to make stricter requirements. 
 
In the Netherlands, ammonia emission has been reduced since the nineties, as covering 
manure storages (with a closed cover) became compulsory and, later, low-emission 
application of manure to land was mandatory too. Another measure was to reduce protein 
in pig feed, which lowered the N content in pig manure leading to lower emission. A further 
step has been set by introducing simple techniques under the slats for reducing ammonia 
emission (surface decrease, manure cooling, rinsing manure out of the building etc.). 
 
In France, currently there is no obligation for reduction of ammonia or odour emission. 
Farms under IPPC have to report their ammonia emission, due to the NEC Directive. For 
new buildings on farms under IPPC an adoption is expected in the short term, which will 
lead to the obligation to fulfil environmental measures regarding reduction of ammonia 
emission, energy and water use. It is unclear yet, whether this will apply for existing 
buildings. In 2008 there was much discussion and uncertainty for French pig farmers about 
the conceivable governmental rules for emission reduction. In practice, many farmers do 
invest yet in air scrubbers, because they suppose to increase this way their chance for a 
permit grant. These farms are not strictly obliged to do so. 
 
The buildings and slurry storages must be located at more than 100 meters from any 
housing used by a third person. And >35 m from a sink - mineral springs, > 200m from a 
bathing area and > 500 m from fish farming. Manure storages are not forced to be 
covered. 
 
Germany: Expansion of buildings for animals near residential areas is conceded only if it is 
clear that additional emissions of ammonia, other odour and dust can be prevented by 
technical solutions (e.g. filtering). Application of emission reduction techniques is 
sometimes required, if a farmer applies for an investment subsidy. 
 
Poland reports to meet the National Emission Ceiling by 2010. 
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Farm permit and license 
 
Usually, the permit procedure and requirements increase multi-stage with the farm size. 
 
In the Netherlands, all farms with pigs need production licenses (productierechten), 
based on the historic number of pigs plus purchases. Farm expansion is only possible with 
extra purchased production licenses. An average price for a production license per one 
fattening pig is about 200 euro, per one sow 2.74 licenses is needed. 
 
Large farms (over 1 000 sows) need to make up an assessment on environmental 
consequences of farm adaptation / expansion (MER, Milieu-Effect Rapportage). This 
assessment is then used in the common permission request, which is necessary for all 
farms that adapt, move or re-build. This permission is basically given at municipal level, 
but sometimes checked at provincial level. 
 
France: All creation or important modification of a building requires a license to build, from 
the Municipality. Moreover, depending on their size, farms need an authorisation or 
declaration according the French ICPE law of 1976. Authorisation is applicable for farms 
above 450 Equivalent-Animal (a fattening pig is equivalent to 1 EA, a sow or boar is 3 EA 
and piglets less than 30 kg are 0.2 EA). These farms have to deal with a heavy file with an 
impact study and public inquiry. Many farms have to deal with this procedure, being a 
stricter national law than the EU regulation. In 2007 there were 19,300 farms 
(‘installations’) assessed according to this authorisation procedure, where it would concern 
only 3,200 installations with the IPPC Directive. Farms between 50 and 450 EA have to 
apply for a Declaration. 
 
In Germany, also a local permit is required for building stables. The permit pre-supposes 
additional checks of environmental impacts if the number of places exceeds certain 
thresholds. It is expected that the following three thresholds for increasing level of 
environmental checks will be legal from 21 September 2007. 
 
1. Additional check if more than 1,500 fattening places, or over 560 sows, or piglets over 

4,500. 
 
2. A stronger check is required if the number of places exceed 2,000 fattening places, 750 

sows or 6,000 piglets. 
 
3. An ambitious assessment of environmental impacts (Umweltverträglichkeitsprüfung) is 

required if the number of places exceed 3,000 fattening places, 900 sows or 9,000 
piglets. 

 
Energy tax 
 
Countries have different policy regarding energy tax and regarding reimbursement. 
In the Netherlands an energy tax is applied on electricity and natural gas (Table E.2). 
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Table E.2. Energy tax on electricity and natural gas in the Netherlands (amounts 
are excluding VAT) 

Energy type Energy use Tax amount 

Electricity 0 – 10 MWh 10.85 eurocents/kWh 

 10 – 50 MWh   3.98 eurocents/kWh 

 50 – 10,000 MWh   1.06 eurocents/kWh 

 > 10,000 MWh   0.05 eurocent/kWh 

Natural gas 0 - 5,000 m3 15.80 eurocent/ m3 

 5,001-170,000 m3 13.85 eurocent/ m3 

 170,001 – 1 million m3   3.848 eurocent/ m3 

 1 million – 10 million m3   1.22 eurocent/ m3 

 > 10 million m3 (business)   0.80 eurocent/ m3 

 > 10 million m3 (private)   1.14 eurocent/ m3 

Source: http://www.deenergiegids.nl/REB.aspx 

 
The general energy tax refund amounts to € 199 per electricity connection point, 
independent to energy use. 
 
French farmers are refunded an equivalent of 4 cents/litre of diesel in 2005 and 2006 on 
their paid energy tax. It has been 5 cents/litre of diesel since 2007, renewed for 2009 
(TIPP, 2008). 
 
In Germany an energy tax is applicable on gas oil (diesel) of 485.70 or 470.40 Euro / 1,000 
Litre (dependent to the sulphur content). Heating oil has a tax of 61.35 Euro / 1,000 Litre. 
 
On electricity, a tax is applicable of 2.05 Cent per kWh. Over 25 MW has a lower tax rate of 
1.23 Cent/kWh. Sustainable energy sources are free from this electricity tax. There is a tax 
relief opportunity for fuel used on farms. This tax relief in 2008 was as follows: 
 

• 214,80 Euro/1,000 Litre for gas oil (Diesel). Up to 10,000 litre of gas oil a tax-relief 
is applicable; a standard deduction amounts to 350 EUR/year. 

• 150,00 Euro/1,000 Litre for biodiesel.  

• 100,00 Euro/1,000 Litre for vegetable oil. 

 
Sources: Energiesteuergesetz, 2006; BMF, 2009a, 2009b. 
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2. Implementation of European animal welfare regulations in 
different countries 

 
The EC Animal Welfare Directive (91/630/EEC), amended by Directive 2001/88/EC and 
Directive 2001/93/EC is the base for the member states’ national implementation. 
 
Group housing 
 
Sows and gilts must be kept in groups from four weeks after service to one week before 
the expected farrowing date. This rule has a transitional period up to 2013. Many countries 
have adopted the requirement without any amendment. The Netherlands apply more 
stringent rules, since sows shall be group-housed from four days after service. 
 
Floor area 
 
Available floor space for gilts and sows must be at least 1.64 m² and 2.25 m² respectively. 
When kept in group of less than six animals the unobstructed floor area must be increased 
by 10%; for groups larger than 40 animals it may be decreased by 10%. The Netherlands 
go beyond the EU’s requirements by requiring the same area for gilts after service as for 
sows. 
 
Required floor area for weaning and rearing pigs depend to the weight category. Weaner 
pigs between 20 and 30 kg live weight should have at least 0.3 m² per pig; rearing pigs 
between 85 and 110 kg at least 0.65 m² per pig (Table E.3). In the Netherlands, however, 
the required space per pig is exceeding the EC’s Directive, with 0.4 m² per rearing pig (20-
30kg) and 1.0 m² per finishing pig (85-110kg). 
 

Table E.3 Minimum unobstructed floor area per weaner and rearing pig (per live 
weight category in m²) 

Live weight (kg) EC NL existing NL (re)build NL from 2013 
(1) 

< 10kg 0.15 0.2 0.2 0.2 

10-15kg 0.2 0.2 0.2 0.2 

15-20kg 0.2 0.2 0.3 0.4 

20-30kg 0.3 0.3 0.3 0.4 

30-50kg 0.4 0.5 0.5 0.6 

50-85kg 0.55 0.6 0.65 0.8 

85-110kg 0.65 0.7 0.8 1.0 

>110kg 1.0 1.0 1.0 1.3 

(1) The unobstructed floor area per pig can be reduced by 10% when weaner or rearing 
pigs are kept in groups of 40 or more. 

Source: derived from Enting et al. (2006) 
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Continuous solid floor 
 
Differences occur in the national transcription of the EC’s rules regarding continuous solid 
floor. The Directive prescribes 0.95 m² per gilt, 1.3 m² per pregnant sow and for piglets 
and area sufficient to allow them to rest together at the same time. In the Netherlands, 
gilts have the same need as sows, and for piglets a minimum solid floor area of 0.6 m² per 
litter is required. Rearing piglets should have at least 40% continuous solid floor in the 
Netherlands, if they are housed on a concrete floor. With metal slats, fully slatted floor is 
allowed. 
 
Fattening pigs in the Netherlands must have at least 40% solid floor, deviating from the EU 
regulation in which no such requirement is laid down. 
The EU Directive gives room for the definition of ‘solid floor’, where up to 15% of the floor 
space may be open for urine drainage. In the Netherlands, this figure is adjusted to only 
5% of the floor space. 
 
Gap width of concrete slats 
 
In the EC-Directive concrete slatted floors for pigs are bound to maximum gap widths. The 
gap width may not exceed 11 mm by piglets, 14 mm by weaners, 18 mm by rearing pigs 
and 20 mm by gilts after service and sows. The slat width must exceed 50 mm by piglets 
and weaners and 80 mm by rearing pigs, gilts after service and sows. The Netherlands has 
made some amendments to these rules. For piglets a maximum 10 mm gap width is 
allowed. Differences occur also in the EU practice through the fact that slats already placed 
in pig units have wider gaps (e.g. in The Netherlands), or during inspections different 
margins are handled (e.g. 3 mm in Germany and 2 mm in The Netherlands). 
 
Water 
 
As stated in the EC-directive all pigs over two weeks of age must have permanent access to 
a sufficient quantity of fresh water. France, Germany and the Netherlands have translated 
this requirement into their national legislation. 
 
Light 
 
The EC’s Directive prescribes a minimum of 40 lux light intensity during at least 8 hours per 
day. The Netherlands has specified this requirement to having the 40 lux light intensity 
available at animal level. 
 
Material to investigate and manipulate 
 
As of 1 January 2003 the Directive requires that pigs must have permanent access to a 
sufficient quantity of material to enable proper investigation and manipulation activities, 
such as straw, hay, wood, sawdust, mushroom compost, peat or a mixture of such. It may 
not compromise the health of the pigs. France and Germany have adopted the regulation 
entirely. The Netherlands did not include the examples as straw, hay, wood etc in their 
national legislation. The interpretation of this provision on farm level is very different 
between countries. In The Netherlands an iron chain is allowed as investigation material. 
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ANNEX 6:  BACKGROUND INFORMATION ON THE PIG 
SECTOR ANALYSIS 

1. Background Figures of the pig sector analysis 

Figure F.1. Evolution of feed price for fattening pigs from 1992 to 2008 

Source: IFIP-GTE 

 

Figure F.2. Evolution of margin over feed cost (sales minus feed cost) 1990 to 
2007 (Euros / present sow) 
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Figure F.3. Feed price development in the Netherlands since 1988 (€/100 kg excl. 
VAT) 

Source: LEI Price Information Desk 

 

Figure F.4. Evolution of the share of energy cost in total production costs from 
1994 to 2008 
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Figure F.5. Market price in Germany since 1999 of slaughter pigs (€/kg slaughter 
weight) and piglets (€/piglet 25kg); excluding VAT; nominal prices 
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Figure F.6. Price development of pig feed in Poland (PLN/tonne) 
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Table F.1 Characteristics of best and least efficient pig units regarding margin 
over feed cost 

Year 2007 10% least Average 10% 
best 

Number of farrow-to-finish pig units 187 1,875 187 

Feed cost margin (€/present sow/year) 456 850 1 243 

Size of pig farm (number of sows) 110 187 287 

Kilo carcass produced / present sow / year 1,535 1,827 2,095 

Mean pig price 1.251 1.272 1.298 

Performances during post-weaning    

Losses (%) 2,8 2,2 1,9 

Standardized feed conversion ratio (8-30 kg) 1,81 1,70 1,65 

Standardized Daily gain (8-30 kg, g/day) 448 471 478 

Mean piglets feed price (€/ton) 309 287 267 

Feed cost per kg in post-weaning (€/live kg) 0,572 0,496 0,449 

Performances during fattening    

Losses (%) 5,1 4,0 3,2 

Standardized feed conversion ratio (30-115 kg) 3,08 2,88 2,76 

Standardized Daily gain (30-115 kg, g/day) 751 775 783 

Mean feed price for fattening pigs (€/ton) 206 193 180 

Feed cost per kg in fattening (€/live kg) 0,637 0,560 0,504 

Energy cost (€/kg carcass) 0,025 0,021 0,018 

Source: IFIP-GTE, farrow-to-finish units 
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2.  Price fluctuations of slaughter pigs 

Figure F.7. Market price of slaughter pigs in the Netherlands since 1983 (€/kg hot 
slaughter weight; based on 56% lean meat; nominal prices) 

0,60

0,80

1,00

1,20

1,40

1,60

1,80

2,00

2,20

1983 1986 1989 1992 1995 1998 2001 2004 2007
 

Source: LEI Price Information Desk 
 
Price fluctuations are due to several factors that affect supply or demand: 
 

• The cycle is a liberal adaptation of supply to demand. But this adaptation is more 
and more hampered by the increasing rigidity of the structures of production, mainly 
in Western European countries (larger farms, more specialised); 

• Seasonal influences: the price varies so close to the same periods of the year, with 
origins in both the supply and demand (for example more meat demand in the 
barbecue season); 

• Accident: random effects of varying importance due to weather, political and social 
events, to epizooties or other factors affecting trade. 

 
The cycle and the major accidents affect the pig market on a European scale. Seasonality is 
specific to each country. 
 
Slight differences in production or demand can produce large differences in price. The price 
cycle results of very limited fluctuations of the production, 1 to 2% around the trend. 
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ANNEX 7:  LIST OF INTERVIEWED STAKEHOLDERS AND 
QUESTIONNAIRE 

Table G.1. List of interviewed stakeholders about recommendations to be made 

Sector Country Name Organisation 

All C.E. Mr Mark CROPPER DG Agri 

All C.E. Ms Sophie HELAINE DG Agri 

All C.E. Dr Manuel DEL POZO 
RAMOS 

DG Agri 

All C.E. Dr Etienne BONBON DG Sanco 

All France Dr Jean-Luc ANGOT Deputy Director General 
OIE 

All Belgique Mr Alexander DORING General Secretary, FEFAC 

All Belgique Ms Noa SIMON Policy advisor, COPA-COGECA 

All Belgique Ms Francesca BIGNAMI Policy advisor, COPA-COGECA 

All Belgique Mr Jean-Luc MERIAUX General Secretary, UECBV 

All Belgique Ms Marina VALVERDE EUROCOMMERCE 

All France Mr Olivier ANDRAULT Chargé de mission agriculture 
et alimentation – UFC Que 
Choisir 
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Table G.1. List of interviewed stakeholders about recommendations to be made 
(…continued…) 

Sector Country Name Organisation 

Beef France Mr Thierry RAPIN Director – FNB 

Beef France Mr Denis GILLIOT Director Beef Section of COOP 
de FRANCE 

Beef France Mr Yves TREGARO Market analyst - FRANCE 
AGRIMER 

Beef Germany Anonymous (cf. Dr Claus 
DEBLITZ)  

German retail and cattle 
sourcing sector 

Beef Germany Anonymous (cf. Dr Claus 
DEBLITZ)  

Farm advisor 

Beef Germany Anonymous (cf. Dr Claus 
DEBLITZ)  

Expert about German 
slaughter industry 

Beef Italy Anonymous (cf. Dr Kees de 
ROEST) 

ITALIA ZOOTECHNICA 

Beef Italy Anonymous (cf. Dr Kees de 
ROEST) 

UNIPEG 

Beef Spain Ms Matilde MORO ASOPROVAC 

Beef UK Mr Clive BROWN Regional Manager, EBLEX 

Beef UK Mr John MERCER Chief Livestock Adviser, 
National Farmers Union 

Beef UK Mr Kim Marie HAYWOOD Chief Executive, National Beef 
Association 
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Table G.1. List of interviewed stakeholders about recommendations to be made 
(…continued…) 

Sector Country Name Organisation 

Pig France Mr Guillaume ROUE Chairperson, INAPORC 

Pig France Mr Jean-Michel SERRES Chairperson, FNP 

Pig France Mr Jean-Michel FRITSCH Chairperson, Pig Section, 
COOP de FRANCE 

Pig France Mr Guy DARTOIS Chairperson, COOPERL 
ARCATLANTIQUE 

Pig Germany Dr Wilhelm UFFELMANN Rölfs Management Consultants 

Pig Germany Dr Michael STARP Manager of Pig Meat Commission - 
DBV 

Pig Germany Mr. Peter SPANDAU Manager of Commission on 
Energy, Building and Techniques of 
the Regional Agricultural Chamber 
of Nordrhein-Westfalen 

Pig Germany Mrs Anna-Kathrin HERTRAMPF Market Specialist at the German 
Pig Farmers Union ISN 

Pig The 
Netherlands 

Ms Annechien TEN HAVE Chairperson Pig Union Branch - 
LTO 

Pig The 
Netherlands 

Mr. Wyno ZWANENBURG Chairperson - Pig Farmers’ Union 
NVV 

Pig The 
Netherlands 

Mr. Bonne van DAM Coordinator Market Cluster of the 
PVE 

Pig The 
Netherlands 

Mr. Albert KNIJNENBURG Sector Manager Livestock 
Production, Rabobank International
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Table G.1. List of interviewed stakeholders about recommendations to be made 
(…continued…) 

Sector Country Name Organisation 

Poultry France Mr . Stéphane ATHIMON Poultry sector manager Glon - 
Sanders 

Poultry France Mr. Stephane DAHIREL Chairperson - Gaevol 

Poultry France Mr Jean-Michel GAUDE Poultry farmer 

Poultry France Mr Christian MARINOV Director, CFA 

Poultry The 
Netherlands 

Mr. A. SPIEKER NOP 

Poultry The 
Netherlands 

Mr. J. BROK NVP 

Poultry The 
Netherlands 

Mr. Peter VESSEUR Nepluvi 

Poultry The NL. Mr. HULSBERGEN PVE 

Poultry Poland Mr. Woijtek KAPUSTA Koudijs Feedmill 

Poultry Poland Mr. Darek KULIK Poultry specialist Aviagen 

Sheep France Mr Emmanuel COSTE Chairperson – COPA-COGECA 
(Sheep committee) 

Sheep France Mr Serge PREVERAUD Chairperson - FNO 

Sheep France Mr Frédéric NOIZET Administrator – FNO 

Sheep France Mr André DELPECH Administrator – FNO 

Sheep France Mr Vincent BELLET Coordinator- Réseaux 
d’élevages ovins 

Sheep  Ireland Mr Padraig BRENAN Sheep specialist – Bord Bia 

Sheep  UK Mr Chris LLOYD Industry Development 
Manager, EBLEX 

Sheep  UK Mr Peter MORRIS Chief Executive, National 
Sheep Association 

Sheep  UK Mr John MERCER Chief Livestock Adviser, 
National Farmers Union 
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5.  Questionnaire for EU meats stakeholders  
 

5.1.  General feeling about production costs (open questions) 

 
1°/  Considering the very large differential in production costs between the EU and its 

main competitors (e.g. Brazil for beef, Thailand or Brazil for chicken…), what are 
the priority measures to be taken? 

2°/  Feed and energy costs rose dramatically in 2007 and 2008. Even if the cost 
crisis has defused in 2009, the risk of another sharp rise in the next few years still 
exists. What measures could be taken to cushion the impact of such a rise? 

 
5.1.1.  Costs linked to EU regulations 

 
  The general orientation of the EU agriculture and food policy for decades has been 

stricter and stricter about food safety, animal health and welfare, environmental 
protection… As shown by the study, this led to large additional animal production 
costs, which can explain a part of (though not all) the differential with the major 
world exporters. A number of these measures have been taken without the 
approval of the meat industries stakeholder. 

3°/  Do you believe these regulations are generally approved by EU citizens and 
consumers?  

4°/  Can you think of relatively easy ways to simplify some EU regulations affecting 
livestock production (such as sanitary measures, BSE testing age for cattle, 
traceability systems…) without compromising the EU food safety or environmental 
protection level? 

5°/  Do you consider some of these measures particularly costly, ineffective and 
needing to be changed? Which ones (e.g. meat & bone meals or some specific 
growth promoters authorisation? Zero tolerance for unapproved GM feed?…). 

6°/  Under which conditions could the current EU policy be considered 
sustainable despite the higher costs it leads to? On the internal EU market? On 
foreign markets? 

  The competition between feed and food with fuel was one of the factors accounting 
for rising feed costs in 20072008 as demand for biofuels contributed to higher 
cereal prices. The impact is relatively high for corn as most US ethanol production 
is corn based. 

7°/  Is the current EU biofuel policy a threat or an opportunity for the EU meat 
sectors? Under which conditions could it be favourable? Is there a need for further 
studies on the impact of biofuel development on animal productions? 

 

5.1.2. EU meat competitiveness on the global and EU markets 

 
8°/  Should we maintain EU meat tariff duties? In the light of various simulations 

(quote the study ones), are the December 2008 Doha Round modalities 
compatible with the EU meat industry situation?  

  Strict EU regulations raise European meats standards to the highest level 
worldwide. But, these seem insufficiently promoted among consumers, within the 
EU and abroad. 
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9°/  Do you consider normal that imported meats are not subject to EU 
production standards? What kind of standards should apply to meats to be 
imported in the EU and why? 

  Currently, only Official Quality Signs (e.g. PGIs, PDOs…) can be promoted with a 
support from the EU or national budget.  

10°/ What would you think of a generic labelling: “high quality meat produced in 
the EU”, to be promoted with a support from the EU or national budget? Should 
such a generic labelling be supported by a European meat industry organisation? 
Should such a promotion be made on the EU market as on some targeted export 
markets? 

  Meat product denominations have been much debated in the past few years, 
particularly with regard to process and preservation methods, e.g. “fresh 
chicken” or “fresh beef”. 

11°/  Should we change the regulations on cut or preservation method names? 
In particular, should we distinguish between “fresh” (= only refrigerated, short 
life) and “salted” or “chilled” (long life) products? 

12°/  Should the EU stimulate further market segmentations for high quality, 
added value meats (as Label Rouge in France, PDOs, PGIs…)? Under which 
conditions would the benefits of such schemes accrue preferentially to the 
producer vs. the retailer? 

13°/  Should a specific “farm product” label (such as “poulet fermier” in France) be 
developed at the EU level to promote outside and extensive meat production as 
a niche market?  

14°/  Is modern retailing concentration a major problem for meat sales in your 
country/industry? If yes, how to limit the market power of modern 
retailing companies in order to stimulate competition, innovation and added 
value returns to farmers? 

 
5.1.3.  New EU Policies for the future to be implemented 

 
The surge of energy costs have affected very much the meat production profitability, 
especially for the most intensive systems.  
 
15°/  How could farmers be stimulated to develop alternative sustainable energy 

sources on farm (wind mills, solar, biogas…)? What kind of measures should 
we implement to support such moves: grants for investments? some kind of 
energy tax relief when existing (as in the Netherlands)?… 

  Meat products are increasingly denigrated for footprint, health or animal welfare 
reasons.  

16°/  How to deal with such a negative media noise? Support further studies about 
the “real footprint” of meats? Promote the positive aspects of meat 
consumption (including pleasure…) vs. fruits and vegetable only? Inform the 
consumer about the grasslands amenities (landscape, biodiversity…) of 
extensive production? 

  Various epizootics (as BSE, FMD, CSF, Avian Flu, Blue Tongue Disease…) have 
had major impacts on the EU meat sectors, not only in the affected countries but 
also in other member states, with national embargos on meat and live animals.  

17°/  What kind of improvement can you suggest for the European animal health 
strategy? Address sanitary problems even when they affect only part of a 
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country? Negotiate common rules for internal EU exchanges in case of 
sanitary problems? What role for EFSA? 

 
5.1.4. Stimulate cost control and risk management at farm level 

 
European farmers are seldom well informed about their real production costs and their 
competitive position compared to their colleagues in other European regions. 
 
18°/ How could the EU encourage the creation of “performance indicators 

panels” adapted to each industry/country situation, and benchmarking 
groups to promote best business and farming practices? 

   Facing greater market volatility (meat and input prices), the CAP Health Check 
offer the possibility to implement risk management systems. 

19°/  What kind of system(s) would be best suited to your industry situation: 
sponsored revenue insurance schemes? Common sanitary funds? Negotiated 
annual or long term contracts between farmers, suppliers and/or processors (not 
necessarily vertical integration as in French chicken industry)? What incentive 
from the EU to implement such systems? 

   Farmers and processors are increasingly organizing themselves to promote meat 
consumption and strengthen the links betweens the various industry chain 
actors. 

20°/  Do you think that such “inter-professional organisations” could be generalized? 
How could the EU stimulate such organisations? What other possibilities to 
intensify the information flow from processors to farmers in order to 
better adapt the animal characteristics (carcass weight, fat…) to the market 
requirements? 

 
5.1.5. The CAP and the meat market regulation 

 
Market regulation measures have been greatly reduced following the 2003 and Health 
Check reforms. Nevertheless, particularly for pig meat and beef, there still are 
possibilities to support private storage, to grant exports restitutions and to establish a 
“safety net intervention” for beef. 
 
21°/  Do you believe these schemes should be maintained? Which ones in priority: 

sponsored storage or export restitutions? 
   Most of direct supports will be decoupled after the Health Check implementation 

in 2010. But some countries (such as France) will shift a part of Single Farms 
Payments from one farming system (mainly crops) to another (mainly lamb and 
less favoured areas ruminant farming). The only direct supports that may remain 
partially coupled will be the “Ewe Premium” (EP) and the “Suckler Cow Premium” 
(SCP). 

22°/  Is it desirable to keep the possibility of coupled EP and SCP? Should the 
direct supports be more targeted to specific systems of production or regions or 
practices? If yes, which kind of systems and practices? 

   Direct supports represent often more than the farming income for EU animal 
farms, particularly for ruminant farming. The CAP budget will be deeply revised 
after 2013, and probably reduced.  

23°/  What could be the new CAP budget priorities after 2013 (open question…)? 
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