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Preface 

Over the three years from 1991 to 1993 the Agribusiness and Economics Research Unit has 
been undertaking a programme of research, funded by the Agricultural and Marketing 
Research and Development Trust (AGMARDT), on the international market for sheep meat, 
particularly sheep meat exported from New Zealand. The main thrust of that research 
programme has been the development of an econometric model of the New Zealand sheep 
meat marketing activity. This has involved complex analysis of New Zealand's sheep meat 
markets and the examination of export volumes of prices sheepmeat products at a 
disaggregated level to a wide range of markets. The publication of the results of this work 
will take place early in 1994. Agribusiness and Economics Research Unit Research Report 
No.217 (Changing Export Markets for New Zealand Sheepmeat : 1983-1991) by Lesley 
Storey, published in August 1992, provides the analysis of material gathered during the early 
part of the project. 

This Discussion Paper provides a review of a wide range of issues affecting meat markets 
in general and, where appropriate, sheep meat specifically. The work was undertaken by 
Rodolfo Nayga and Daniel Waggoner at Massey University while Dr Nayga was a visiting 
Lecturer in the Department of Agricultural Economics and Business. This publication is an 
extension of work done by Dr Nayga for his Ph.D Thesis and makes a contribution to the 
understanding of meat markets through the placement of meat consumption (including sheep 
meat consumption) within global food demand conditions. The material presented provides 
an excellent background perspective for those with an interest in meat marketing. 

Forthcoming publications based on the AGMARDT funded research include the econometric 
model of the sheep meat market situation and a qualitative analysis of future sheep meat 
demand expectations. 

R L Sheppard 
ASSISTANT DIRECTOR 





Summary 

The food industry of today is in a constant state of change -- becoming increasingly 
globalised and consumer driven. Moreover, food consumption patterns in industrialized and 
many developing nations are changing dramatically, moving seemingly in parallel directions. 

As previous research has shown, food consumption patterns are altered with fluctuations in 
relative prices, changes in real income, emergence of technological forces, effects of 
advertising and promotion, shifts in the demographic structure of households and changes in 
lifestyles. Further, concerns regarding nutrition and health, food safety and environmental 
integrity are proliferating around the world. Consequently, these dynamic issues and trends 
have stimulated the diversification of consumption patterns and preferences within individual 
countries. 

This study is an initial attempt to identify key variables affecting meat consumption in the 
international marketplace and examine their potential effect on New Zealand sheepmeat's 
competitive position. The overall goal of the report was to explore and help define strategic 
issues, trends and challenges facing New Zealand's sheepmeat sector in today's fiercely 
competitive global environment. This study provides: 

1. an in-depth look into the current and changing dynamics of world meat trade; 

2. specific meat production and consumption trends worldwide; 

3. a current snapshot of the New Zealand livestock and export meat industry with 
an emphasis on possible strategic responses to existing and emerging meat 
industry trends and challenges; and 

4. an analysis of selected markets around the world and the potential for 
garnering increased market share. Some implications for the New Zealand 
sheepmeat industry are drawn based on emerging international trends, issues 
and challenges identified. 

This research effort represents the culmination of a comprehensive review of the extant 
literature as well as government and trade reports, joined with the personal observations of 
prominent trade analysts and observers from various parts of the world. 

(vii) 





Chapter One 
Introduction 

Food and drink products are among the world's most important industries. They account for 
an increasing share of gross domestic output and trade in both industrialised and developing 
countries (Table 1). Even in 1981, such items amounted to well over US$l trillion of 
output, of which the developing countries accounted for some 14 percent (International 
Labour Organisation, 1991). 

In recent years, the mix of foods consumers purchase has been in a state of constant change. 
Today, the entire structure of the world's food industry is widening and more complex 
processing of foodstuffs is taking place. Enterprises are turning more and more to 
technologically advanced processing methods to ensure enhanced control of taste, quality and 
food value of the items they are marketing, while ensuring that the products suit the lifestyle 
of the targeted consumer (Alli, 1988; Grigg, 1992). 

The 1990s are fast becoming the decade in which new uses of molecular biology and "new 
generation" technologies will result in branded products with real differences in taste, 
appearance, nutritional profiles and product safety (Miller, 1990; Graf and Saguy , 1991). 
Increased affluence has made it possible for people to appreciate other cultures and cuisines. 
In addition, an increasing number of people can now afford to travel to different regions of 
the world, where they experience a variety of food which they may try to seek once they are 
home again. 

International trade, telecommunications, travel and an increasingly international media are 
fostering the homogenization of food consumption patterns across countries and the 
diversification of food preferences within countries. Further, major changes are occurring 
in consumer preferences worldwide. Increasingly, there is a desire to buy meals to eat - not 
to buy food to cook (Senauer et al. ,  1991). 

Many people, especially those in the industrialised world who generally no longer have to 
worry about securing sufficient daily food supplies for their needs, have become increasingly 
conscious of what they consume in terms of its nutritional profile, cholesterol and caloric 
level. There is growing evidence that consumer attitudes regarding health and diets are in 
a state of change. With respect to meat, issues related to quality, convenience, versatility, 
methods of production, presence of additives, etc., have escalated in importance. At the 
same time, the evolution in life styles has led to more general changes in consumption 
patterns affecting type, size, frequency and timing of meals. 

Today's potential shopper or consumer of meat products formulates a decision - analytically 
and emotionally - that ultimately will result in acceptance or rejection of a particular product. 
The decision process evaluates the perceived worth or benefits of the product in relationship 
to the price charged. 





Because more women are in the labour market, an increasing number of families now enjoy 
double incomes and greater purchasing power. The resulting increase in earning capacity 
allows for expanded purchases of more value-added food items of quality. 

Markets are simultaneously globalising and splintering into smaller segments. Promotional 
strategies need to reach smaller, more defined population segments. Production runs, 
channels of distribution and product life cycles are shortening. 

Consequently, the New Zealand red meat industry faces a complex set of factors in its 
attempt to enlarge its presence in the world meat trade including: 

1. cultural similarities and differences; 
2. the level of disposable income and the saving habits of particular populations; 
3 .  general tastes and preferences of consumers in comparable product fields; 
4. the retail structure within a certain market and the dominance of particular 

retailers; 
5. competitive activity and marketing mix; and 
6. advertising media and promotional techniques. 

This study explores and helps define strategic issues, trends and challenges facing New 
Zealand's sheepmeat industry in today's fiercely competitive global market place. More 
specifically, this report provides: 

1. an in-depth look into the current world meat trade and the changing dynamics 
within the trade; 

2. specific commodity (sheepmeat, bovine meat, pig meat and poultry) 
production and consumption trends worldwide; 

3 .  a current snapshot of the New Zealand livestock and export meat industry; 
and 

4. an analysis of selected markets around the world and the potential for 
garnering increased market share. 





Chapter Two 
lThe Changing Dynamics of World Meat Demand 

The demand for food is shaped by a myriad of forces. Essentially a timeless concept, food 
demand is the quantity of food consumers are willing and able to purchase at specific time 
periods in the marketplace. A combination of demographic and economic factors, acting 
interdependently or independently, can alter consumer demand. These factors include 
demographic shifts, changes in consumer tastes and preferences, fluctuations in incomes and 
relative prices, and the development of new marketing techniques and technology (Purcell, 
1989; Charlet and Hemeberry, 1990; Kinsey, 1992). 

Demographic trends in industrialised countries are among the principal factors influencing 
the development of the global meat trade. Today, the number of single-person households 
is rapidly increasing due to declining birth rates, a higher average age at marriage, rising 
divorce rates and increasing longevity (International Labour Organisation, 1991). 

An increasing proportion of women, especially in the industrialised world and in urban 
centres of the developing world, are now engaged in away-from-home paid employment 
(Stichter and Parpart, 1990; Schmittroth, 1991). For instance, over one-half of all American 
women over the age of 15 are in the workforce, leaving less time to prepare food (Putnam 
and Allshouse, 1991). 

Rising incomes, shifting relative prices, aging populations and women entering the labour 
force are widespread phenomena (Senauer et al., 1991). Non-economic factors have been 
playing a more significant role among meat consumers in North America, North West 
Europe and Oceania (FAO, 1989; OECD, 1992a). 

Research in the United States (U.S.) has shown that the demographic effects of family size 
and composition, the sources of income, region of residence, marital status, race and 
educational level are all very important predictors of long-tun changes in meat consumption 
(Buse, 1990). Further, more money and less time is making convenience a key to success 
in food markets around the world. In addition, attitudes on food safety, nutrition, and the 
environment are having an increasing influence on meat production, processing, marketing 
and purchasing. 

Consumers around the globe are becoming increasingly conscious of the health and 
nutritional aspects of their food. Understandably, they would like to avoid sacrificing taste, 
texture, and colour as they improve their diets. Also, they would like greater convenience 
in their meals - whether it be shorter preparation time, or longer storage without losing 
freshness. 

Consequently, the value added in the meat processing industry and the distribution sector has 
continuously increased in the last two decades (OECD, 1992a). The way meat and meat 
products are marketed today bears little resemblance to the marketing activities of 20 years 
ago (Lister, 1988; and McGuirk et al., 1990). 



Traditionally, the term marketing has been regarded as the act of shipping livestock to the 
marketplace. Today, marketing has taken on a whole new meaning to agriculturally-oriented 
executives. The term now encompasses the process of adding value to farm and food 
products, providing customers throughout the meat industry and around the world - 
supermarketers and restaurateurs, as well as the ultimate consumers - with services and 
benefits that meet desired needs. 

Great dynamism can be observed presently in the promotion of meat and meat products 
within several countries. For instance, the U S .  has established producer-funded promotional 
efforts for the major meat products and F m c e  has instituted a promotional program with 
resources supplied by private business. Holland, Great Britain and other nations have 
followed the same path, hoping to maintain, and if possible to attract, further consumer 
preferences. As a result, meats have become raw materials for sophisticated industrial 
elaboration and transformation. 

Today, meat production is fighting for its place in the global marketplace with the assistance 
of sophisticated modem promotional media. Strategies for marketing fresh meat are 
beginning to take advantage of the health consciousness of consumers by providing nutritional 
information at the point of sale and through promoting leaner cuts of meat and low-fat 
recipes. 

Food consumption globally is becoming more similar. As incomes rise in third world 
countries and in Eastern Europe, the demand for animal proteins, fruits and vegetables is 
increasing while the demand for starchy foods declines. At the same time, in the affluent 
Western countries, food saturation has largely occurred and concerns have shifted 
increasingly to a reduction in the consumption of fat and calories - with more grains, fruits 
and vegetables being consumed (Kinsey , 1992). 

The current globalisation of eating habits does not mean a narrowing of market opportunities. 
Rather, it means that a broader array of foods will be sold and consumed in a wider variety 
of places. 

To a growing degree, meat is required to be sold as another supermarket product line which, 
like detergents md cereals, must be processed, packaged and presented in ways which appeal 
to consumers (Lister, 1988). Advances in biotechnology and its application in food 
processing have made it possible to produce foodstuffs with no damage to flavour, colour and 
nutritional value even after multiple stages of processing. Moreover, improved packaging 
techniques have added considerable value to products by increasing shelf-life and by reducing 
the risk of damage during transport (United Nations, 1989). 

Processed meat manufacturers are stepping up efforts to try and meet consumer demands for 
quickly prepared, convenient products which taste good, are nutritionally balanced and 
'healthy'. These ongoing pursuits by industry are likely to result in more microwavable 
products, with less fat, calories, sodium and cholesterol, containing more essential vitamins 
and minerals (National Research Council, 31 988; Meat and Livestock Commission, 199 1 ) . 
Granted, nutrition and safety issues are likely to change and continually shift over time. 
Nonetheless, several current meat-related issues deserve close attention including: 



1. concern over chemical residues in meat; 
2.  negative views of meat processing techniques and practices; and 
3.  avoidance of fat, calories and cholesterol in meat and meat products. 

The changing market environment has directly affected the New Zealand food processing and 
marketing system. Some of the changes are external to the industry, such as population 
demographics, changing lifestyles, health concerns and economic conditions. Others are 
internal, such as the technological advances in packaging and product preparation, new 
product development and promotion. 

The growing internationalisation of food processing has accelerated product innovation, 
heightened competition, and forced companies to adjust to the changing market environment 
(Russo and McLaughlin, 1992). Today's more successful firms have developed a consumer- 
focused marketing orientation. 





Chapter Three 
World Meat Production and Trade Flows - An Overview 

The production of meat worldwide is an enormous endeavour split approximately two-to-one 
between industrialized and developing countries. The developed countries, with only 
approximately one quarter of the world's population, consume over 50 percent of world meat 
production (Table 2). World trade in meat only covers a minor part of consumption. The 
share of imports in world consumption needs is about five percent for pig meat and poultry 
and approximately 10 percent for beef (OECD, 1992a). 

World meat production grew by an average of 2.2 percent per year between the start of the 
1970s and the end of the 1980s (Theunissen, 1990; FAO, 1992b). Between 1990 and 1991, 
world meat production rose by two percent - to about 180 million metric tonnes (MMT) 
(FAO, 1992~) .  The small increase in world output reflects the slow growth in demand for 
meat in many countries. Meat production in the developing nations rose by approximately 
three percent while in developed countries it increased by just one percent during the 1990- 
1991 period (Table 2). Although output of all types of meat increased, poultry registered 
the strongest growth (FAO, 1992c; USDA, 1992a). 

Total meat production for 1992 is forecast at 179.5 MMT bone-in (Table 2). This is some 
3.7 MMT, or 2.1 percent, above the level achieved in 1991. For 1991-1992, total bone-in 
lamb production was estimated to increase by approximately 15.0 thousand tonnes, or 3.8 
percent, and beef production by about 20.0 thousand tonnes. (FAO, 1992a; FAO, 19924. 
Mutton production was expected to remain virtually unchanged from 1990-1991 (Meat and 
Livestock Commission, 1992~).  

Pork and poultry account for around 60 percent of world meat consumption (USDA, 1992~) .  
Beef consumption is about three quarters that of pork, while sheepmeat constitutes only six 
percent of total world meat consumption (FAO, 1992d; USDA, 19924. 

Meat consumption is expected to continue to grow slowly in the developing countries, 
although decreased spending power may result in a fall in some countries. However, 
exceptions to the general trend are South Korea and Hong Kong, where demand for meat is 
expected to rise steadily (FAO, 1992d). Total meat consumption in OECD countries is 
projected to increase from 67.8 MMT in 1990 to 74.9 MMT in 1996, reflecting increasing 
consumption levels for all types of meat, particularly poultry (OECD, 1992a). 

Overall, many observers believe world demand for and consumption of meat are likely to 
grow at a relatively slow pace during the next several years (FAO, 1989; OECD, 1992a). 
Against the backdrop of relatively slack effective demand, high price consciousness of 
consumers and changing consumption habits, the share of poultry and pig meat is expected 
to increase further in terms of world meat production. However, unlike the 1970s and early 
1980s, meat production will likely expand mainly in the same areas as consumption (FAO, 
1989). 



- - 

I~able 2. Current %ends in World Meat Production 
(In million metric tonnes) 

(chickens, turkeys, 
ducks, ste.) i n  e-eady-ts-cook equivalents. 
Source: FA0 (P992b) and F A 0  (1992d). 



Up to the early 1980s, the growth in world meat demand was accompanied by an increase 
in the volume of international trade in livestock and meat. However, more recently trade has 
begun to decrease. Changes in meat demand which appear to be of a longer term, structural 
nature, have been a major contributory factor (FAO, 1989; OECD, 1992a). 

Macro-economic developments are of significant importance in determining demand for 
meats, which is generally characterised by relatively high income elasticities (Table 3), 
particularly for beef (Purcell, 1989; Buse, 1990). For instance, recent estimates of income 
elasticities for beef range from 1.29 in Japan to 0.93 in the United States and 0.31 in the 
European Economic Community (EC) (OECD, 1992a). Income elasticities for other meats 
are generally somewhat lower. The implication is that when income growth rates decline or 
are projected to be modest in the future, meat demand and in particular beef demand are 
negatively affected, stimulating export availabilities and reducing import requirements. 

Worldwide, poultry and pig meat production has consistently grown at a higher rate than beef 
and sheepmeat (Tables 4,5,6 and '7). There has been a notable improvement in the efficiency 
of poultry and pork production, bringing about cost reductions in relation to other meats. 
Today, poultry and pork production may take place in almost any part of the world, at about 
the same cost conditions. The manufacturing technology applicable to these meats has also 
evolved rapidly, facilitating expansive promotion and consumption. In the particular case 
of poultry, prevailing dietetic tendencies, especially in industrialised countries, have 
stimulated the production and consumption of poultry meat. 



I Table 3. Income Elasticity of Demand for Food in t 
1 Main Regions of the World -- With Market Economies, 1987 

REGION 

North America 

western Easa~pe 

Oceania 

Others 

Total developed countries 

Africa 

Latin America 

Near East 

Asia and Far East 

Total developing countries 

I source: OECD (19921). 









I Table 7. World's Principal Producers of Lamb, Mutton and Goat Meat 1 
I (In thousand metric tonnes, carcass-weight-equivalent) 

F k i .  Department of Agriculture (199%). r 



Chapter Four 
Current Global Trade Review - by Commodity 

4.1 General Overview 

Beef continues to dominate world meat trade with exports for calendar year 1991 estimated 
at 5.1 MMT, or some 47 percent of the total volume of meat trade (Tables 8 and 9). Pork 
and poultry meat each comprise about 22 percent of global meat trade in calendar year 1991 
with sheepmeat making up the remaining nine percent (FAO, 1992d; OECD, 1992a). 

The reason for this difference may be found in the fact that beef and sheepmeat production 
have clearly defined comparative advantages in several extensive production countries. The 
production of pork and poultry demands almost similar cost structures, thus inviting self- 
supply in several countries around the world. 

4.1.1 Beef 

The world beef market experienced a year of change in 1991. Japan abolished its quota 
system, liberalising its beef market. The aftermath of German unification and cuts in EC 
milk quotas significantly increased both beef production and intervention stock levels in the 
European Community (USDA, 1992~).  

World beef production in 1991 is estimated to have been largely unchanged at 53.7 MMT 
(Table 2). As mentioned previously, a significant increase in production was recorded in the 
EC during 1990-1991 due to the combined effects of the overall reduction of milk quotas and 
their application to New Lander following German unification. 

4.1.2 Pork 

World trade in pork, for the most part, is restricted to the Northern Hemisphere - including 
Europe, the Far East and North America. Global pork production in 1991 was 
approximately 70.4 MMT (Table 2). China, the world's largest producer, experienced an 
increase in output during 1990-1991 of an estimated 198,000 metric tonnes (carcass-weight- 
equivalent), despite reported setbacks in several provinces due to severe flooding (FAO, 
1992d). 

World pig meat production in 1992 is expected to increase slightly to 72.1 MMT with 
exports forecast at 1.8 million metric tonnes (Tables 2 and 10). On the other hand, global 
imports of pig meat during 1991, at an estimated 1.95 MMT, were about one percent lower 
than in 1990 (Table 11). 











Short distance trade such as between Canada, Mexico and the U.S., China and Hong Kong 
or Thailand and Singapore is expected to account for the largest portion of international trade 
in pork during the next several years (FAO, 1989). 

4.1.3 Poultry 

A majority of the world trade in poultry meat takes place between two continents and/or 
trading blocs. In addition, there are basically three relevant intercontinental trade flows: 

1. the exports from the U.S. to the Far East; 
2. French exports to the Middle East; and 
3. Brazilian exports to the same region. 

These three trade flows together account for over 550,000 metric tonnes per year, or 
approximately 30 percent of the total world trade (USDA, 1992a). Consequently, the 
structure of the world trade in poultry meat is beginning to resemble that of the beef trade, 
in that there is a subdivision into an Atlantic and a Pacific zone. On the one hand, poultry 
meat is actively traded between the U.S. and Asia and, on the other hand, large poultry trade 
exists between the EC and the Middle East, South America, Africa, Eastern Europe and the 
former Soviet Union. 

World poultry meat production grew to approximately 42.0 MMT in 1991, an increase of 
about 5.4 percent over 1990 (Table 2). An overwhelming majority of the world's poultry 
meat production consists of broiler and turkey meat. In 1991, broiler meat accounted for 
approximately 72 percent of total poultry meat production and consumption worldwide, while 
turkey meat comprised a b u t  10 percent of the world's total (USDA, 1992a). 

In 1991, the United States remained the world's dominant producer of poultry meat, 
accounting for about 30 percent of total global production (Table 12). Also, in 1991, the 
U.S. led the world in poultry meat exports, followed by France, the Netherlands and Brazil 
(Figure 1). 

One important deve%opmen% in the international poultry meat trade in 1991 was the substantial 
decline in production and trade-related activity in the regions of the former Soviet Union and 
Eastern Europe. Under the strain of adapting to a more market-oriented economy, poultry 
meat production and trade in these regions is expected to have fallen further in 1992. 

On the import side, the major buyers of poultry meat in 1991 were Japan, the former 
U.S.S. R., Hong Kong and the EC (Table 13). Japan has maintained its position as the 
world's leading importer of broiler meat - importing approximately 352,000 metric tonnes 
in 1991, a 19.2 percent increase over 1990 (FAO, 1992c; FAO, 19924). 

From a worldwide perspective, the consumption of poultry continues to exhibit the strongest 
growth among the major types of meat due in large part to its relatively low price compared 
to other meat varieties. Further, in a number of countries, poultry is seen by some 
consumers as being healthier to eat than red meat (FAO, 1992d). 



Table 12. World's Principal Exporters of Poultry Meat* 
(In ~housand metric tonnes, carcass-weight-equivalent) 

*inoLudeu oh iaken, troe&qyn duok, guinea, quail and ph -ant meat; 
** inaMinb New Lander qf Germany, exoMing EC intra-trade. 
Source: FA0 ( 1 9 9 2 ~ )  rrnd FA8 (1992d). 





Figure 1. World Poultry Meat Trade, 1991 
I (In percent of total) 

Tlrai&d Saudi Arabia 

I 
Other 4. wo ~orne; USSR 

20.4% 5. wo 12 Wo 

I Leading Exporters Leading Importers 

-- 

L e :  U.S. Department of Agriculture (1992a). r 



The poultry industry typifies what many observers see as the transformation of agriculture. 
A flow of new technology and improved feed conversion rates have supported the 
development of integrated production and marketing (Witucki, 1992). The industry, 
particularly the large chicken processors, have provided scores of new brand-name, value- 
added and convenient consumer products. 

4.1.4 Sheepmeat 

World sheepmeat production and processing in 1991 was well above levels of the late 1980s, 
as producers continued to slaughter their wool-producing stock in response to the collapse 
of wool prices in 1989 (Table 14). The world sheep population is expected to have declined 
from about 880 million head in 1991 to 850 million in 1992 (USDA, 1992~).  

World trade in sheepmeat principally takes place between New Zealand, Australia, Europe 
and the Middle East (Meat and Livestock Commission, 1992~) .  Of the world's sheepmeat 
production, principally lamb and mutton, approximately 13 percent is traded internationally 
of which New Zealand commands a significant 44 percent share of the trade (Table 15). 
Australia remains the major exporter of live sheep and mutton, although trade patterns are 
changing. 

Global imports of sheep and goat meat are estimated to have been about one percent higher 
in 1991, at 990,000 metric tonnes (Table 16). Imports by several Near Eastern countries 
rose strongly, especially into the Islamic Republic of Iran and Saudi Arabia, while imports 
were also higher into the former U.S.S.R. (FAO, 1992d). In addition, there is growing 
demand for lamb products from ethnic groups such as the Algerian and Moslem communities 
in France, the United Kingdom (UK) and Germany, and also the Pakistani and Indian 
communities in the UK and certain parts of the EC. 

However, lamb is a low volume, low visibility product at the retail level throughout most of 
North America. In recent years, comparatively little effort and creativity has been observed 
in retail lamb product development and promotion. Consequently, lamb is almost non- 
existent in fast food chains md lower priced family restaurants - which are the most rapidly 
growing segments of the fast food sector (Texas Agricultural Market Research Center, 1991). 

The proportion of lamb being exported internationally as frozen carcasses has been declining 
steadily. In 1970, it represented over 90 percent of New Zealand exports. By 1990, it had 
fallen to around half of all New Zealand lamb exports (New Zealand Meat Producers Board, 
1991). Subsequently, there has been a steady growth in the export of fabricated carcasses 
or lamb cuts in both bone-in and boneless form, and usually vacuum packed. 

New technology for further processing of lamb carcasses is bringing about some change in 
the sheepmeat industry (Glimp and Snowder, 1989; Birch et al, ,  1990; Graf and Saguy, 
1991; Texas Agricultural Market Research Center, 1991). Many major lamb slaughter and 
processing abattoirs are marketing a portion of their product as retail consumer-ready cuts 
or are developing plans to implement such a change (Glimp and Snowder, 1989; ACIL, 
1992). 



The trend to further processing of lamb beyond the carcass stage will likely continue. 
However, some observers believe that markets such as Iran, and certain market segments, 
will remain as carcass markets (New Zealand Meat & Wool Boards' Economic Service, 
1992). 

Given the emphasis by consumers on healthier diets, the production of leaner lamb and the 
assurance of consistent quality will be necessary if a larger proportion of the consuming 
population is to be successfully attracted to lamb and other sheepmeat products (National 
Research Council, 1988; Lister, 1988; Spedding, 1989; Pearson and Dutson, 1990; Wood 
and Fisher, 1990). 







Table 16. World's Principal Importers of Sheep and Goat Meat 
(In thousand m etrs'c ~onm eb carcass- w eight-equivalent) 

Importing Countxy 

EC-12* 

Japan 

Nigeria 

Former U.S.S.R. 

United States 

Korea, Rep. of 

Mexico 

Canada 

Malaysia 

Cote d'lvoire 

Brazil 

Sweden 

Cameroon 

Total above 

Other Countries 

World Total 

(prelim.) I 1991 
% Change 
I990 - 1992 

I *inaMing New &under 4 GermaqyP sxbludlng 4 C idra-Prude. 
- 

Source: FA6 (1992~) end FA0 (1992d). 



Chapter Five 
Current Structure of Global Meat Trade 

The globalisation of food consumption patterns is occurring along two tracks. First, basic 
food commodities available and eaten in both industrialized and developing countries are 
becoming more alike. Concerns regarding food safety, quality and environmental integrity 
are also spreading globally, though more rapidly in advanced, developed nations. 
Simultaneously, more diverse food preferences are evolving within countries, and a greater 
variety of foods are being purchased by individuals (Birch et a!. , 1990; Senauer et a!., 
1991). 

World meat production can roughly be divided into four principal groups, namely: beef and 
veal (bovine meat), pork (pig meat), poultry (chicken meat, turkey meat, etc.), sheepmeat 
(lamb and mutton) and goat meat. Other kinds of meat, such as horse meat and various 
kinds of game, will not be dealt with in this report. 

Aside from the basic differences among animal products, meat trade is further distinguished 
by sanitary and phyto-sanitary restrictions. For example, red meat from areas where foot 
and mouth disease (FMD) is endemic cannot be shipped to FMD-free areas (New Zealand, 
Australia, Japan, Taiwan, South Korea, Denmark, Great Britain, Ireland, North and Central 
America) unless the product is cooked and sealed in airtight containers. 

The international trade in meat, compared with other agricultural products, is relatively 
small. Of the meat produced worldwide on an annual basis, less than six percent is traded 
internationally (USDA, 1992~) .  This is mainly due to the limited keeping qualities of the 
product, to the efforts being made by many countries to become self-sufficient in their 
consumption requirements and, of course, to the many existing trade restrictions which are 
currently in place around the world. 

Meat consumption, however - like the demand for other agricultural products - is also 
strongly linked with traditional preferences for a particular type of meat and also with the 
availability of meat and the consumer's familiarity with it. As a result, there are great 
differences in the consumption of meat worldwide on both a per capita and preference basis 
(Tables 17, 18, 19 and 20). 

On a worldwide scale, the U.S., the EC, the former Soviet Union and China are the largest 
meat producers on an annual volume basis. Together these countries accounted for more 
than 60 percent of the total world meat production in 1991 (FAO, 19924). However, the 
combined share of these four producers has fallen slightly over the last few years due in large 
part to the advent of non-traditional producers in both the developed and developing country 
classification (Theunissen, 1990; OECD, 1992a). 

When analysing international meat trade flows, it quickly becomes apparent that there are 
basically two large trading zones: the so-called Atlantic trade, mainly between the European 
Community, the countries of South America and the Middle East and Africa, and the Pacific 



trade, which comprises the imports and exports of New Zealand, Australia, the Far East and 
the United States. Trade analysts reason that the emergence of these two trading areas is 
partly a result of phyto-sanitary requirements imposed by importing countries on the 
production of beef and veal, and partly due to direct trade barriers such as quotas and import 
levies. 

Meat and meat products face some of the most complex and difficult problems of market 
access among major commodities in world trade. As alluded to previously, in major markets 
a variety of trade-impeding barriers have been constructed, ranging from simple tariffs to 
non-tariff barriers such as quantitative restrictions in the form of quotas, embargoes, 
voluntary restraint agreements and restrictive licensing and state trading. Other measures 
include technical barriers to trade such as health and sanitary regulations, and standards 
concerning product quality, packaging and labelling to name a few. 

Competitors in today's global meat trade are increasingly clashing on quality, service, new 
product development and design rather than on price (Tradem, 11992; ACIL, 1992). W i t h  
the international setting, small market niches are growing while the mass marketing of 
generic foods is declining, consistent with a more diverse, slow growing population. 

From an actual trade standpoint, the amount of meat exported at subsidised prices has 
constituted a sizeable proportion of world meat exports since the early 1980's (FAO, 1992~).  
At the present time, an international commercial negotiation of great significance is taking 
place under the auspices of the General Agreement on Tariffs and Trade (GATT), which 
could substantially reduce protectionist practices established during the last several years. 
Such practices have distorted the international trade of agricultural products in general, and 
of meats in particular. 

In addition, under the ongoing Uruguay Round of GATT, proposals for harmonisation of 
sanitary and phyto-sanitary standards and the resolution of disputes based on science are 
being pursued. If the current multilateral trade talks do not prove successful, a greater effort 
at bilateral dispute settlement is anticipated on pending issues such as the EC hormone ban 
and the third country meat directive. 

In summary, the increased international distribution of New Zealand meat products faces a 
number of pending obstacles. The most troublesome, in no particular order, include: 

1. legal barriers such as health and sanitary laws that act as non-tariff trade 
barriers; 

2. social factors and cultural differences that affect meat consumption patterns 
in foreign markets; 

3. the relative distance of New Zealand from many of the faster growing export 
markets for meat; and 

4. protectionist policies by importing countries and entities that either restrict 
total imports or reduce the New Zealand share of total imports. 



Table 17. Apparent Per Capita Lamb, Mutton and Goat Meat 
Consumption of Selected Countries 
(In kilograms, carclass- weight-equivalent) 

COUNTRY 

New Zealand 

Australia 

Greece 

Bulgaria 

Ireland 

Turkey 

United Kingdom 

Saudi Arabia 

Spain 

South Africa, Rep. d 

France 

Former U.S.S.R. 

Portugal 

Former Yugoslavia 

Argentina 

Belgium-Lmxembossg 

Egypt 

Japan 

Mexico 

China (Mainland) 

India 

United States 

1 9 8 9  1 9  1 
(prelim.) (forecast) 

% Change 
1987 - 1992 

-363% 

-3% 

4% 

-27% 

263% 

-10.3% 

11% 

-14.3% 

10% 

2% 

32% 

-3% 

31% 

0% 

-4% 

0% 

-18% 

-17% 

11% 

43% 

0% 

0% 

1 Source: U.S. Department of Agriculture (1992~). 





Table 19. Apparent Per Capita Total Poultry Meat Consumption 
of Selected Countries* 

(In kilograms, ready -to-cook equivalents) 

.S. data dncMes chfck ea, q w l l  and 
spent Jowl meat. 





Chapter Six 
Current Snapshot of 
New Zealand's Meat Export Industry 

New Zealand's meat export industry represents the largest single export sector in the country 
- earning over NZ$2.6 billion in export receipts in 1991 (Figure 2). This comprised about 
21 percent of total receipts from merchandise trade, with an increase to 27 percent achieved 
in 1992 (New Zealand Department of Statistics, 1992b). 

The New Zealand meat industry is multi-facet, encompassing five distinct areas of activity 
including: 1) production; 2) processing; 3) transport; 4) marketing; and 5) farm supply. 
Each of these areas are critically dependent on one another for their own success and for the 
industry viability as a whole. 

Around half, or some 44,000, of New Zealand's farms are involved in producing stock for 
export (New Zealand Department of Statistics, 1992~).  The red meat industry is based on 
grass-fed production of sheep and cattle. The processing and marketing sectors of the 
industry are now predominantly owned by producers. The New Zealand Meat Producers 
Board (NZMPB) is the centrepiece of the industry's institutional arrangements. 

The marketing of meat destined for export is usually performed by private companies or 
farmer owned cooperatives under licenses (commonly referred to as ME licenses) approved 
by the NZMPB. The domestic component of the marking chain for export meat reaches 
from the farm gate to the port, with the slaughtering/processing sector being the largest 
segment. 

The export meat processing sector is New Zealand's largest employer, accounting for 
approximately 40,000 farmers, 10,000 full-time farm staff, 4,500 part-time farm staff and 
approximately 28,000 individuals directly and indirectly involved in meat processing (New 
Zealand Department of Statistics, 1992~).  In 1991, there were around 52 plants, or slaughter 
houses, processing meat for export in New Zealand (Table 21). 

New Zealand exports sheepmeat and beef into over 80 markets worldwide (New Zealand 
Meat Producers Board, 1991). The characteristics and requirements of these markets vary 
considerably. Although New Zealand accounts for about 44 percent of world sheepmeat 
exports and approximately seven percent of world beef and veal exports, it only accounts for 
0.5 percent of world sheepmeat and beef production (FAO, 1992d; USDA, 1992~).  

A principal factor in the economics of meat processing in New Zealand is the utilisation of 
a high fixed cost plant over a limited killing season (New Zealand Meat Producers Board, 
1991; Griffith and Moore, 1991; ACIL, 1992). Consequently, a key determinant of 
processing profitability is the throughput of stock achieved in any one processing season 
(Pappas et al., 1985; Griffith and Moore, 1991; ACIL, 1992). 





Figure 2. Value of New Zealand's Principal Agricultural Exports, 1991 
(In million NZ$, $ o.b.) 

Edible o#a& ($84.7) 

Be# and vwl($1,283.8) 

Other meats ($41.0) 

I Source: New Zealand Department of S tatlstlcs (1992b) 
and New Zealand Meat Producers Board (1991). 



The large majority of output from meat processing is exported: 95 percent of lamb, 55 
percent of mutton, and 78 percent of beef (New Zealand Department of Statistics, 1992b). 
The balance is processed for the domestic market. 

Lamb is considered to be the most diversified meat export of New Zealand with the top five 
markets accounting for only 53 percent of total exports. Beef is the least diversified meat 
with the top five markets garnering about 95 percent of total exports (New Zealand Meat 
Producers Board, 1991). In terms of total meat exports, there has been a steady trend of 
increasing diversification over the last several years with the share of total exports accounted 
for by the top five markets decreasing from about 70 percent in 1986-1987 to approximately 
64 percent in 1991-1992 (New Zealand Meat & Wool Boards7 Economic Service, 1992). 

Returns to sheepmeat producers are dominated by developments in the EC market (MAF, 
1992b). New Zealand sheepmeat exports totalled approximately NZ$l. 15 billion in 1991 - 
with 64 percent to Europe and about 16 percent to the Middle East (Figure 3). 

Exports of lamb cuts, at 129,000 tonnes, comprised approirnately 44 percent of total product 
weight of lamb exports in 1990-1991, with boneless lamb exposts comprising another 16,500 
metric tonnes (MAF, 1992a). Total New Zealand lamb exports to the Middle East were up 
substantially from 39,000 metric tomes in 1989-1990 to 64,000 tomes in 1990-1991 - an 
increase of approximately 22 percent (New Zealamd Meat Producers Board, 1991; MAF, 
1992a). 

For New Zealand, mutton exports are relatively low in dollar receipt terms and accounted 
for about six percent, or roughly NZ$172 million, of meat export receipts in 1991 (MAF, 
1992a). Total New Zealand mutton exports for 1991 totalled approximately 84,000 metric 
tomes (product weight) (Figure 4). 

Sheepmeat marketing in New Zealand is characterised by extensive NZMPB involvement and 
a high degree of cooperation among the major meat companies. The establishment of the 
Meat Planning Council represents a recent industry initiative designed to aid in the 
coordination and discipline of export marketing for sheepmeat. 

A significant change has occurred in the pattern of New Zealand lamb exports over the last 
decade. The proportion of processed, value-added product has increased steadily, with 
corresponding reductions in carcass exports. With the advent of new technology allowing 
chilled lamb to be exported by sea rather than by air, increased exports of chilled lamb are 
anticipated. 

Interestingly, the decline in New Zealand sheep numbers is continuing. Sheep numbers 
totalled around 53.3 million head in 1992, compared with 55.2 million head in 1991 (see 
(Table 22). Further, an estimated 32,4 million sheep were marketed for export meat 
production in 1992, down approximately 12 percent from 36.9 million in 1987 (MAF, 1992a; 
New Zealand Department of Statistics, 1992b). 







I Table 22. Current mends in New Zealand's Sheepmeat and Beef Sectors 

* estimate; **includes hmb and rnwtton; "*incktdes vealers. 
Source: New Zealand Department of Statistics (1992a) and 

l ~ e w  Zealand ~ e ~ a r t m e n i  of Statistics (1992b). r 



The U.S. is likely to retain its overwhelming importance as New Zealand's major beef export 
market, and competition in this market from other meats and suppliers remains intense. In 
fact, the New Zealand beef industry is heavily reliant on the entire North American market, 
which imports about 85 percent of annual production (New Zealand Meat Producers Board, 
1991). Over the last 20 years, virtually all New Zealand beef export shipments to America 
have been processed boneless product destined for grinding due to its leanness and suitability 
for manufactured beef products. 

A number of factors whose outcomes are still uncertain could have a major effect on the New 
Zealand red meat sector during the short term. These include: 

1. the extent to which the former Soviet Union remains a large-scale importer 
and what type of meat it continues to import; 

2. the future scale of intervention purchases and exports of beef by the EC; and 
3 .  the degree to which the Japanese market for imported red meat is likely to 

expand. 

The restructuring of the New. Zealand domestic economy has forced efficiencies. -and 
significant change throughout the meat industry to the farm gate (Griffith and Moore, 1991). 
Moreover, major changes in market. access and demand have influenced off-shore marketing 
operations, particularly for sheepmeat. Additionally, there has been a change in the type of 
meat exported with a greater proportion of further processed products shipped in recent yeam 
(New Zealand Meat Producers Board, 1991; MAF, 1992a). 

The cost of shipping from New Zealand is a significant component of the value of exported 
product - being approximately 10 percent in the case of lamb. The NZMPB has recently 
begun to review closely and seek needed modifications regarding current shipping 
arrangements. 

In summary, the New Zealand meat export industry has achieved competitive advantages in 
production derived from factor advantages including, but not limited to, a well-suited climate 
for the production of quality livestock, and freedom from diseases. However, on the 
processing side, operational and transport costs have remained relatively high and 
subsequently erode the potential benefit of low cost farm production. 



Chapter Seven 
Selected Country Analysis 

7.1 United States 

In the U.S., real gross domestic product (GDP) is projected to have increased by two percent 
in 1992 and by three percent in 1993 (International Monetary Fund, 1992; OECD, 1992~).  

In terms of sector-specific growth, retail sales of the food marketing system exceeded 
US$640 billion in 1991 (Figure 5). Moreover, over US$296 billion was achieved in 
American retail food sales and US$260 billion in foodservice establishments in 1991 (Figure 
5). In addition, supermarket sales of meat and meat products in the U.S. generated receipts 
of over US$40 billion dollars, representing 17.5 percent of total supermarket sales (USDA, 
1992b). 

In 1985, some 5,600 new food products were introduced in the U.S., and this number 
reached 10,300 in 1990 - an 84 percent increase (USDA, 1992b). Such expansive product 
proliferation creates intense competition for supermarket shelf space, and only a small 
percentage of the new products introduced will succeed. 

Currently, food service accounts for approximately 45.4 percent of all food dollars, 
compared with 26.6 percent in 1960 (Manchester, 1991). Fast-food outlets command greater 
sales than full-service outlets - accounting for approximately 51 percent of separate eating 
place sales in 1990-1991 (USDA, 1992b). 

The United States continues to emerge as both an important exporter and importer of meat 
and meat products. In the US. ,  which has the highest per capita consumption of meat of 
any industrialized country, the overall consumption continues to grow, due in large measure 
to increased poultry consumption which, assisted by lower prices, has risen by approximately 
22 percent since 1988 (USDA, 1992a). 

On a per capita product basis, apparent beef consumption has fallen from about 47.8 
kilograms (kg) in 1987 to 44.2 kg in 1992, while pork is expected to rise marginally from 
around 28.5 to 31.4 kg per m u m  (Tables 18 and 20). Lamb and mutton consumption is 
small but has remained relatively constant over the last several years at 0.7 kg per annum 
(Table 17). 

The role and presence of meat in the U.S. diet is significant and vast. In 1991, total red 
meat and poultry consumption per annum amounted to more than 30 MMT, or approximately 
116 kg per person (carcass-weight-basis) (USDA, 1992a; USDA, 1992~).  However, as 
alluded to previously, such consumption has been in a state of decline in the last few years. 
In particular, the consumption of beef has weakened, although it still remains the most 
popular meat. 



(In billion US$) 

1972 

Afohf i c  Packaged 
nn s alcoholic Buv. 

($9.6) ($15.1) 

+includes faxes and Mps, excludes home Jbd prod~cfiosl,. +*proJecfed. 
Source: US. Deportment of Agriculture (1992b). 



Poultry meat has kept pace with the many changes seen on the American 'foodscape' by 
providing many and varied products which require little or no preparation time. A wide 
range of pork products perhaps naturally fall into this category and this has helped stimulate 
growth in pig meat consumption. Granted, extra lean beef has become a rapid growth 
product of the U.S. beef market. Nonetheless, beef has lagged behind noticeably in 
satisfying overall market requirements and shifting preferences. 

In the U.S., the dominant market for sheepmeat is the North East with its strong immigrant 
cultural influences. Less is consumed inland where most of America's sheepmeat is 
produced. 

A major distinguishing attribute of the consumer meat trade in the U.S., compared with the 
EC for example, is that processed meat consumption accounts for a higher proportion of total 
consumption. Nearly all pig meat is consumed in a processed form, where processed 
includes, for example, hams, cured picnics, bacon as well as the more obvious processed 
products such as luncheon meats and sausages (Figure 6). 

The particularly striking change in U.S. food consumption and marketing has been "away- 
from-home" eating (Figure 7). From 1948 to 1991, the share of total food dollars spent 
away from home increased from 24 to 46 percent (Putnam and Allshouse, 1991; Manchester, 
1991). Consumers who are inclined to eat out most frequently are between the ages of 25 
and 44 (Charlet and Henneberry, 1990). 

The two most influential factors affecting the choice between food at home and away from 
home are rising real incomes and opportunity cost of time (which makes increased away- 
from-home eating possible) and the increase in gainfully employed women (which boosts 
family incomes and provide more incentives for eating out). Currently, over 70 percent of 
American women of childbearing age are in the paid labour force, equating to approximately 
two fifths of all full-time workers in the U.S. (Stichter and Parpart, 1990). Further, nearly 
two thirds of all gainfully employed women work 50 to 52 weeks a year (Schmittroth, 1991). 
The traditional family unit consisting of a working father, non-working mother and two 
children represented only 13 percent of all modem day U.S. households in 1990 (Charlet and 
Henneberry, 1990). 

The U.S. population is expected to grow by 0.9 percent per annum until 1995 and then 
reduce to 0.6 percent per annum until the year 2000 (Haub and Yanagishita, 1992). The 
number of American consumers aged 55 to 65 years and older is projected to grow by about 
18.5 percent between 1992 and 2000 (U .S. Bureau of the Census, 1989). Ethnic groups are 
increasing in number, especially Hispanic, Asians and Muslims of various origin (U.S. 
Bureau of the Census, 1989). 

Changes in the makeup of the population, population growth and rising incomes likely will 
mean that away-from-home eating will continue to outpace at-home eating in the U.S. (Nayga 
and Capps, 1992). However, it should be recognised that each population group consumes 
different foods at different locations, and each buys somewhat differently. For instance, the 
young and higher income households tend to patronise away-from-home food establishments 
more often than other groups (Putnam and Allshouse, 1991; Manchester, 1991). Their food 
choice selections differ from older and less prosperous citizens. All these various factors are 
likely to exert greater influence on meat demand and food product development priorities. 







As a result, New Zealand export meat firms are faced with a variety of challenges in 
producing ready meals for the important North American market. Timely and cost-effective 
delivery is perhaps one of the most critical issues facing New Zealand suppliers. 

7.2 European Economic Community 

The EC is a diverse grouping of countries with different economic systems, cultural 
backgrounds and history. The creation of a unified Single Market has been a tumultuous 
process involving the pitting of national interests against a yet to be defined Community 
culture (Euromonitor, 1990; United Nations, 1992b). 

Following a slowdown in 1991, EC economic growth is expected to recover gradually during 
1992-1993, with real GDP rising by 1.5 percent in 1992 and by 2.25 percent in 1993 
(International Monetary Fund, 1992; OECD, 1992~).  Inflation is expected to remain below 
2.5 percent in several EC member states (United Nations, 1992b). Because of its economic 
strength, Germany will likely engineer the growth of the entire Community in the years to 
come (Euromonitor, 1990; World Bank, 1992). 

Pork is the principal type of meat produced in the EC, accounting for more than 40 percent 
of total meat production in 1991 (Table 5). European Community beef production in 1991 
is estimated to have reached 8.6 million tomes, almost six percent more than in 1990 (Table 
6). The total number of sheep in the EC in 1991 was about 99 million head or 
approximately eight percent of the world total (Meat and Livestock Commission, 1992~).  
With the exception of sheepmeat, the EC is more than 100 percent self-sufficient in food 
animal protein - resulting in it being a net exporter of most meat varieties (Meat and 
Livestock Commission, 1992b). 

Intra-EC meat trade differs from other international meat trade arrangements. Basically, free 
trade exists between the member states, without any measures existing to hamper imports and 
stimulate exports. This trade constitutes a substantial proportion of the total world trade in 
meat. For the principal types of meat covered herein together, intra-EC trade accounts for 
approximately 36 percent of the total meat exported worldwide (USDA, 1991). 

Within the EC, the United Kingdom is the largest consumer of sheepmeat (Figure 8). 
Moreover, imports of sheepmeat into the United Kingdom represent no less than 65 percent 
of all EC imports from third countries - with New Zealand being the principal supplier for 
the European Community (Table 23). In 1991, New Zealand receipts from the UK 
sheepmeat market rose by some NZ$18.8 million, or 5.1 percent, while receipts from the 
rest of the EC rose by NZ$121.4 million, or 29 percent (New Zealand Meat Producers 
Board, 1991 ; New Zealand Meat & Wool Boards' Economic Service, 1992). 

After declining lamb consumption in the UK during most of the 1970s and early 1980s - a 
small upturn in consumption occurred in 1991 & 1992 which coincided with a major switch 
in the product mix from frozen to fresh lamb. It should be noted, however, that there are 
striking differences in sheepmeat consumption between the EC member states (Figure 8). 
Cultural and ethnic factors are often decisive in these observed consumption differences 
(Dade, 1990). Generally speaking, it may be said that per capita meat consumption in the 
southern member states (Greece, Portugal and Italy) is smaller than in several of the northern 
member states (Netherlands and Great Britain). 





Table 23. Annual Quantities of Sheepmeat Exports to the EC Under 
Access Agreements, 1992 

I * shscrgrn&d a d  gmtnasat; ** frsshlchiMd on$. 
Source: Msa t and Livestock CommJssion (1982~). 



The amount of beef consumed in the EC ranges from 29.9 kg in France to 11.7 kg in Spain 
(FAO, 1992d). The level of consumption is not related to the level of self-sufficiency, which 
implies that the chief producing countries are not necessarily large consumers. Ireland, for 
example, has the highest self-sufficiency level of just over 700 percent, yet is certainly not 
one the largest consuming EC member states (USDA, 1992~).  

European beef consumption has seesawed over the last several years from a high of almost 
7.9 MMT in 1987 to a low of 7.4 MMT in 1990 (Meat and Livestock Commission, 1992a). 
Although consumption has dropped, production forecasts for 1992 point to a total figure of 
8.25 MMT (Table 6), a self sufficiency ratio of approximately 109.2 percent. Beef imports 
from South America, Australia and New Zealand (live animal and processed product) are 
established under bilateral commitments. 

Total meat consumption in the EC is estimated to have been marginally lower in 1991, with 
reduced pork consumption being largely balanced by growth in other types of meat (FAO, 
1992d). Consumption of beef within the Community has not kept pace with production, 
which has contributed to a build-up of intervention stocks. Total meat consumption has risen 
in several European countries with principally pork and poultry being responsible for the 
observed growth. However, it has tapered off in most eastern European countries as a 
consequence of higher prices following the widespread removal of government subsidies and 
price controls. 

Lower economic growth rates, the effect of BSE (bovine spongeform encephalopathy) in the 
United Kingdom and consumer concern about the presence of hormones in veal have been 
important elements in reducing meat demand in the EC. New Zealand's marketing strategy 
in Europe should take advantage of changing consumer sentiment toward both the cost burden 
of supporting domestic over-production and declining confidence in the safety of the 
European beef supply. Further, a major priority for New Zealand is to demonstrate and 
publicise the safety and integrity of the New Zealand meat animal production system. 

7.3 Japan 

Japan is Asia's dominant economic force and exerts considerable influence through trade and 
investment. Japanese consumers enjoy the highest living standards in all of Asia 
(International Monetary Fund, 1992; United Nations, 1992b). Per capita GDP totalled 
US$23,340 in 1989 (see Appendix, Table 25), and is predicted to reach US$26,241 by 1993 
(World Bank, 1992). Inflation dropped approximately 3.1 percent in the first half of 1991, 
a figure that is expected to have fallen even further to about 1.9 percent in 1992 
(International Monetary Fund, 1992). Further, unemployment continues to be low, running 
at 2.3 percent in 1991 (OECD, 1992~).  Japan's medium-term outlook remains strong, with 
potential growth of about 3.5 percent (International Monetary Fund, 1992; OECD, 19924. 

Faced with a declining rate of self-sufficiency in feeding its 124 million people, the Japanese 
government has continued to show increasing tolerance for imported products (Moore, 1990; 
Yarwood, 1992). Japan, the world's largest importer of pig meat, increased its imports by 
over 20 percent in 1991 (Table l l ) ,  with much of the growth having occurred in imports of 
fresh and chilled meat, almost all of which were in the f o m  of boneless cuts (Wahl et al . ,  
1992). Currently, cut pork accounts for about 98 percent of all Japanese pork imports 
(MAFF, 1991a). 



The swine industry in Japan is presently going through a significant transition. Domestic 
production is on a long-term downward trend, with significant structural shifts in farm size 
(MAFF, 1991b; Wahl et al., 1992). Further, the poultry industry in Japan continues to be 
beset with problems (MAFF, 1991b). Some observers report that a labour shortage in 
Japan's poultry processing plants prevented them from operating at full capacity during 1991 
and early 1992. As a result, import demand has risen sharply (USDA, 1992a; Meat and 
Livestock Commission, 1992b). 

Home consumption, or retail sales, represents the largest share of total red meat (particularly 
beef) consumption in Japan, commanding approximately 60 percent of the red meat market 
(MAFF, 1991a). Within retail's 60 percent, more than 40 percent is sold through Japan's 
rapidly expanding supermarket sector (Meat and Livestock Commission, 1991; Meat and 
Livestock Commission, 1992b). 

In Japan, the Hotel, Restaurant and Industrial (HRI) sector has undergone significant change 
in recent years. The concept of chain restaurants was first introduced over 20 years ago. 
These establishments have become the driving force for growth in the Japanese restaurant 
industry (Hallstrom, 1988). Chain restaurant annual sales are in excess of US$25 billion and 
annual growth is estimated at four to five percent minimum. In addition, red meat menu 
items have grown from approximately one item (steak) per restaurant to about ten. 
Restaurants in Japan have also begun using a greater variety of meat cuts (Meat and 
Livestock Commission, 1992b). 

Although still far below the levels of other developed countries, Japan's per capita beef 
consumption in 1980 equalled 4.4 kg and increased to approximately 8.7 kg by 1990 (USDA, 
1992~).  Japan's per capita beef consumption is expected to continue its upward trend 
through 1992, increasing from about 9.1 kg in 1991 to 9.6 kg for 1992 (Table 118). It is 
projected that total beef demand in Japan will be f .8 to 2.3 MMT by the year 2000, up from 
1.07 MMT in 1990 (OECD, 1992a). 

Self-sufficiency levels for beef have declined from about 91 percent in 1960 to an estimated 
53 percent in 1991 (MAFF, 1991a). This indicates that Japan increasingly relies on beef 
imports to supplement domestic supply. 

Japan is also an important and consistent purchaser of lamb with slow but steady growth for 
this product as a table meat. However, some analysts see future growth being curtailed by 
the fast developing post-liberalised beef market. 

Consumption habits continue to change in Japan (MAFF, 1991a; Coyle et al., 1992). More 
Japanese women work outside of the home today than in the U.S. and subsequently have less 
time to prepare meals (Moore, 1990), thus leading to growth in the amount of red meat 
consumed in the HRI industry. Although rice is still the major staple of the Japanese diet, 
per capita rice consumption is declining while meat consumption is on an upward trend (Food 
Agency of Japan, 1991; Committee for the Japanese Agriculture Session, %XI IAAE 
Conference, 1991). 

Japanese consumers rank freshness as vital in buying meat, a preference which places frozen 
imported product at a disadvantage because it is perceived to be less fresh and of inferior 
quality to chilled domestic meat products. This proclivity for freshness has been the driving 



force behind the recent growth in demand for chilled imported red meat, especially beef 
(Meat and Livestock Commission, 1992b). 

In addition, price also ranks as pivotal to Japanese consumers. Just as high prices for 
domestic products have contributed to low red meat consumption in the past, the influx of 
price-competitive imported product has fed demand in recent years. Lower prices have also 
helped foster an attitude that red meat can be an everyday menu item rather than one solely 
for special occasions (MAFF, 1991a). 

The ever increasing influence of Western eating habits and the greater prosperity in Japan 
have ensured that meat consumption will continue to rise sharply (Committee for the 
Japanese Agriculture Session, XXI IAAE Conference, 1991). Liberalisation of the Japanese 
beef market has resulted in some shift in both import and consumption patterns. For 
instance, fewer frozen products are being imported, while imports of fresh and chilled red 
meat have increased considerably with a corresponding increase in consumption. The market 
share of chilled imported beef has grown from approximately 30 percent to 50 percent (Meat 
and Livestock Commission, 1992b). In fact, some observers believe that the size of the 
Japanese imported beef market could rise from 370,000 metric tonnes to between 700,000 
tonnes and even one million tonnes by the end of the decade (Meat and Livestock 
Commission, 1991 ; OECD, 1992a). 

Although it is generally expected that red meat imports will increase somewhat over the 
longer term, the extent of such an increase will depend on: 

1.  the degree to which lower imported meat prices are transmitted to the retail 
level; 

2. consumer attitudes toward imported meat and meat products; and 
3. supply reactions by domestic livestock producers. 

The promise of a consistently strong market in Japan will probably take some time to 
materialise (Coyle et al., 1992). The switch from a quota controlled import system to a 
import levy system has not been without problems (Meat and Livestock Commission, 1992b; 
Coyle et al., 1992). Further, processed meat imports still face serious obstacles with a 
variable levy system and strict "sell by" regulations. However, the dominant suppliers of 
imported pork - most notably Denmark and Taiwan - have been successful in mixing high 
priced with low priced cuts to minimise the duty on a given pork shipment. 

While many indicators point to expanding sales growth opportunities, the Japanese red meat 
market continues to be intensely competitive and uncertain at times. Australia and Canada 
have undertaken enlarged promotional campaigns to advertise and educate the Japanese 
consumer and the food service industry about their red meat products. The U.S. has been 
aggressively promoting red meat in Japan since 1988. 

In the current environment, successful retail promotion campaigns in Japan should contain 
three essential components: 

1. the creation of awareness and interest among consumers; 
2. the stimulation of trial purchase; and 
3. the creation of desired repurchase. 



Further, the diversity of any marketing campaign in Japan is important because the consumer 
is at the centre of a complex series of buying influences (Czinkota and Woronoff, 1991; 
Kikuchi, 1992). Media, hotel and restaurant trends and methods of retail merchandising all 
play a significant part in influencing consumer attitudes. Using a multi-faceted approach, 
New Zealand can expect promotional activities to create a synergistic effect throughout all 
marketing channels. 

In summary, Japan is perceived by many to be a difficult market to penetrate, due in large 
measure to the complex distribution web dominated by the Keiretsu (Yamamura, 1990). 
However, successful inroads have been made by those exporters who have familiarised 
themselves with the business culture and language of the Japanese (Yarwood, 1992; Tradenz, 
1992). The North Asian and Japanese markets in particular should present increased 
opportunities for the New Zealand sheepmeat industry. 

7.4 Middle East 

The Middle East region stretches from Turkey to India and has a mix of very high and very 
low rates of GDP per capita (see Appendix, Table 25), and a mixture of market and 
command economies. Several countries have impressive consumer purchasing power and 
growing affluence. New Zealand9s total exports to the region have increased over the past 
several years to reach NZ$720 million in 1991-1992 - accounting for approximately 4.2 
percent of New Zealand's merchandise exports (New Zealand Department of Statistics, 
1992b; New Zealand Department of Statistics, 1992~).  

Supermarkets in the Middle East have started to influence the purchasing habits of local 
communities to a greater extent. The variety of items available at supermarkets attracts more 
customers from the medium and high income groups. However, price still dominates 
purchase decisions in the region, and New Zealand faces heightened competition from 
suppliers in Western Europe, Argentina, the U.S. and Australia, and to a lesser extent from 
Eastern Europe and Latin America. 

Caloric intake of animal protein is low, even in richer Gulf states - indicating that factors 
besides cost are involved, such as taste preference and lack of awareness of alternative food 
products. Nonetheless, the Middle East accounts for approximately one quarter of the 
world's imports of sheepmeat, the largest importer as a trading bloc, with Iran being the 
largest customer of the region (Storey, 1992). 

For the Middle East region as a whole, approximately 45 percent of the population of about 
309 million is under the age of fourteen. The overall population is growing steadily and 
there are sophisticated and up-scale market segments throughout the region which offer 
significant opportunities for New Zealand sheepmeat exports. 

7.4.1 Saudi Arabia 

Saudi Arabia is a country slightly less than one-fourth the size of the continental United 
States. The religion is Muslim and the language is Arabic. The Saudi Arabian economy and 
its industries are predominantly petroleum related. Saudi Arabia's strong policy to develop 
domestic sources of meat makes the Saudi Arabian market increasingly difficult to enter. 



Per capita GDP of Saudi Arabia stood at approximately US$5,593 in 1989 (see Appendix, 
Table 25), and it enjoys the lowest inflation rate in the region at about 1.2 percent 
(International Monetary Fund, 1992). Imported foodstuffs to Saudi Arabia are related to the 
world price and the cost of production. There are no quotas, but there is currently a duty 
of around seven percent on several types of meat such as salted, ground and smoked. 

Australia is expected to continue as the dominant supplier of mature sheep for slaughter in 
the Middle East (Australian Meat & Live-Stock Corporation, 1991). Further, imports of 
poultry in Saudi Arabia have stabilised at around 200,000 MT, or approximately 40 percent 
of total requirements, in recent years (FAO, 1992d). 

Total per capita consumption of meat in Saudi Arabia is about 53 kg (FAO, 19924). Beef 
imports totalled 32,534 MT with lamb and goat meat reaching 22,612 MT in 1991 (FAO, 
1992d). Moreover, the oil rich nation is experiencing strong economic expansion, and 
consumption of beef, veal and lamb is expected to increase (USDA, 1992~).  In addition, 
Saudi Arabia has a strong presence in the offal market, and there is ample room for 
expansion in the domestic HRI sector, catering and fast food areas. 

Regardless of how aggressive marketers may be in the development and usage of advertising 
and promotional campaigns, their ultimate success hinges largely upon creative ways of 
matching advertising content with sociocultural norms and the prevailing Saudi legal 
environment (Luqmani et al . ,  1989). It should be noted that generally in Saudi Arabia, retail 
store managers are not brand or product origin minded for the most part. This can serve as 
a severe constraint to New Zealand because of the wide availability of cheaper product from 
Western Europe, Australia and South America. In addition, New Zealand sheepmeat exports 
to such a price-sensitive market are facing fierce competition from frozen poultry - especially 
from the U.S. Export Enhancement Program. 

In Egypt, the HRI sector is a particularly promising sector to target because of the stringent 
requirements that the Egyptian government places on high quality meat and meat products. 
Moreover, Egypt is very dependent on meat imports (USDA, 1992~) .  It is a very large 
market for beef livers, and the potential for other offals such as brains and kidneys is very 
promising. 

Egypt is still a price driven market, and if the opportunity arises to buy a cheaper quality red 
meat product, traders will likely consider it, unless they have been convinced of the unique 
qualities of New Zealand product. In addition, establishing long term relationships is very 
important to sustained market presence. New Zealand can increase its position as a principal 
supplier of imported meat products, increase its market share, and grow in total sales and 
volume as the Egyptian tourist industry expands. 



7.5 Republic of Korea 

Rapidly rising personal income coupled with high inflation has been the hallmark of the 
Republic of Korea's (South Korea) economy during the past few years (United Nations, 
1992b; International Monetary Fund, 1992). From about US$4,045 in 1988, per capita gross 
national product (GNP) reached US$5,400 in 1990 (see Appendix, Table 25). 

In recent times, South Korea has been characterised as a supply-driven market controlled by 
producer organisations and the central government (Sung and Han, 1988). Import quotas and 
artificially high prices have stifled consumer interest to a great extent, and a lack of price 
differentiation between meat cuts has limited consumer knowledge (Harris and Dickson, 
1989). 

The country's rising population and climbing incomes have created considerable strain on its 
agricultural sector. Despite a government policy aimed at food self-sufficiency, South Korea 
has been unable to maintain this stance in the face of current economic pressures (United 
Nations, 1992b). High inflation, especially of foodstuffs, has dictated the need to allow 
greater imports of food supplies. Further, the Republic has come under fire by trading 
partners for its restrictive import policies (Dyck, 1992). 

The domestic red meat industry's ability to satisfy demand growth has been dropping rapidly 
in the last several years (FAO, 1989). In 199 1, South Koreans consumed approximately 
225,000 MT of beef (FAO, 19924). Of that demand, only about 44 percent was supplied 
by domestic product - equating to less than 100,000 MT. This contrasts sharply to 1988, 
when 91 percent of demand was met by domestic production (FAO, 1989). Many observers 
believe that current domestic production is unlikely to rise significantly in the future, due to 
land constraints and the difficulty of instituting large-scale efficiency reforms. 

South Korea's domestic sheepmeat industry is small, producing about 1,000 metric tonnes 
(carcass-weight-basis) in 1991 (USDA, 1992~).  The consumption of sheepmeat is also 
relatively small, occurring mostly in the Republic's international hotels and restaurants. 
Currently, South Korea imports the bulk of its lamb from the U.S. - importing approximately 
52,000 kg (product weight) in 1991, with about 40,000 kg imported from New Zealand 
(USDA, 1992c; New Zealand Meat Producers Board, 1991). Australia has recently emerged 
as a competitor in this market, with Australian imports totalling nearly 10,000 kg in 1991 
(Australian Meat & Live-Stock Corporation, 199 1). 

Unlike the beef industry in South Korea, the pork industry has had relatively little trouble 
meeting demand growth until recently. Domestic pig meat production in 1991 totalled 
approximately 530 metric tonnes (USDA, 1992c), only 0.8 percent greater than domestic 
consumption that same year. 

Geographical changes have occurred with pork production being concentrated closer to 
consumers and to readily available feedstuffs. Modem production techniques are being 
employed with a commitment to increase productivity. 

In 1991, South Korea implemented a Simultaneous-Buy-Sell (SBS) system for imported beef, 
patterned after the Japanese SBS system, that allows approximately seven percent of the 
country's import beef quota to be purchased through a competitive mechanism. This 



mechanism provides direct contact between end-user and supplier. Although a breakthrough 
for imported beef suppliers, this SBS agreement is extremely limited in scope in terms of 
overall tonnage and the number of end-users who are permitted access. Further, a recent 
decision by the South Korean Ministry of Agriculture to increase the prices of packaged 
imported beef effectively discriminates against New Zealand and other imported product in 
favour of the local "Hanwoo" beef (New Zealand Meat Producers Board, 1992). 

Most of the Republic's marketing and distribution organisations are quasi-governmental 
institutions staffed with bureaucratic officials with little farm exposure or knowledge of the 
commodity they administer (Sung and Han, 1988). Consequently, many South Koreans who 
are engaged in red meat distribution and marketing have had little exposure to imported 
products and are not particularly familiar with the characteristics of product from different 
countries. Since South Korea's complex marketing system is under heavy government 
control, exporters such as New Zealand have reduced channels by which to directly introduce 
products and services to the trade and public. 

It should be noted that there is a growing preference for boxed beef because of its easier 
handling and lower labour requirement. High quality beef, a distinction of no relevance to 
the South Korean market several years ago, is finding a customer base (Wetzel and Jang, 
1989; USDA, 1992~) .  However, the prevailing perception among the South Korean red meat 
trade is that imported product is inferior to its domestic product. Some analysts attribute this 
perception to. a variety of factors including: 

1. limited exposure to imported product; 
2. mishandling of product due to insufficient information about proper handling, 

uses and attributes; and 
3. familiarity with only a narrow range of products and meat grades (Harris and 

Dickson, 1989). 

The 'marketing' of meat products to the buying public has never been particularly popular 
in South Korea, and even domestic meat products are not generally sold on the basis of taste, 
tenderness, cooking attributes, etc. Imported products have been especially affected by this 
lack of merchandising skill at the retail and HRI level. 

Although South Korea has begun to open its borders to increased imports, considerable 
challenges remain. For example, its highly complex government-controlled distribution 
systems remain in place for beef not purchased under its restrictive import scheme. In 
addition, the storage and transportation infrastructure is not 'currently capable of handling 
large increases in tonnage of chilled product (Sung and Han, 1988; Dyck, 1992). 

Because demand for red meat has consistently outstripped the domestic supply, imports have 
had to fill the gap (USDA, 1992c; FAO, 19924). Consequently, in 1991, imports accounted 
for around 56 percent of total beef demand, up from 10 percent in 1988 (USDA, 1992~) .  

Australian beef is the largest meat import category, due primarily to its low price. In 1990, 
roughly 65 percent of beef imports by tonnage and 61 percent by value were Australian 
(Australian Meat and Live-Stock Corporation, 1990; Australian Bureau of Agricultural and 
Resource Economics, 1991). The U.S. is the next largest supplier, accounting for about 29 
percent by volume and 34 percent by value in 1990 (USDA, 1992~) .  



Imported meat and meat products are sold through small establishments known as specialty 
shops. In general, value is added to carcass meat by slicing at large approved plants. 
Although meat is labelled as imported, it is generally not identified by country-of-origin and 
consumers are unaware of differences in red meat (particularly beef) imported from various 
countries. Ira addition, most retail merchants and consumers in general do not always 
distinguish between cuts, partly due to a government requirement that all cuts of imported 
product be basically priced the same (New Zealand Meat Producers Board, 1992). 

As the South Korean market shifts from a primarily s e a f d  and grain-consuming society to 
one obtaining a large percentage of its protein from meat, many analysts anticipate growth 
in red meat, particularly lamb, consumption (Hayes et al., 1991; USDA, 1992~) .  With this 
in mind, the key sector that many market participants plan to target are high-quality 
international hotels and restaurants with potential also existing in lower-tier restaurants and 
hotels, and even retail store sales (Wetzel and Jang, 1989; Dyck, 1992). Trade analysts have 
identified the South Korean retail sector as holding tremendous potential in terms of import 
tonnage growth (Yarwood, 1992). From 1985 to 1988, annual sales of the country's largest 
supermarket chains grew from 815 billion Won to 1,350 billion Won. From 1985 to 1989, 
the number of retail stores climbed approximately 94 percent to reach some 13,660 (Wetzel 
and Jang, 11989). Similarly, the HRI sector demonstrates considerable potential for quality, 
value-added imported red meat. 

7.6 Mexico 

Characterised by high inflation and a steadily expanding population in the 1970s and 1980s, 
Mexico has made significant progress in stabilising its economy (World Bank, 1992; 
International Monetary Fund, 1992). Although inflation is still high by worldwide standards, 
the Mexican government has managed to lower its inflation rate from 160 percent in 1987 
to 20 percent in 1990 (International Monetary Fund, 1992). In 1990, Mexico's per capita 
GNP was around US$2,490 (see Appendix, Table 25). Mexico's current willingness to 
openly address its debt problem signals that the government is increasingly optimistic about 
the future and is aggressively seeking solutions to its economic difficulties. 

Mexico's present population of about 88 million is expected to grow to '119.5 million by 
2010 (see Appendix, Table 25). Contrary to the traditional perception that Mexico's people 
are plarised into two groups - the very rich and the very p r  - nearly one-third of the 
population can be classified as middle class, earning five to six times the minimum wage 
(Whiteford and Ferguson, 1991). If the government's emphasis on improving the economy 
continues, the middle class is expected to grow as the economic condition of the country 
improves (United Nations, 1992b; World Bank, 1992). 

In addition, real economic growth has yielded increased consumer purchasing power 
(International Monetary Fund, 1992; World Bank, 1992). The improving economy has 
contributed to a rebound in per capita consumption of red meat to approximately 41.2 kg in 
1991 (FAO, 1992d). In fact, red meat, particularly beef, is a significant component of the 
Mexican diet, especially in the northern region of the country. This factor, combined with 
a population growth of approximately two percent per year, continued movement of the rural 
population to urban areas and the rapidly growing tourist industry are just some of thc factors 
that suggest an increase in food demand in Mexico. Assuming the implementation of 



aggressive market development strategies, the New Zealand sheepmeat industry can expect 
steady trade gains as demand increases. 

Further, Mexico's large and expanding tourist trade represents a growing opportunity for 
New Zealand's red meat industry. The Mexican government is investing in extensive 
advertising and major construction projects in tourist areas hoping to attract 10 million 
visitors and US$5 billion in tourist dollars into the country annually (World Bank, 1992). 

Currently, about 75 percent of the nationwide self-service stores are concentrated in Mexico's 
three main metropolitan areas (Mexico City, Guadalajara and Monterrey) where private 
chains stand out for their commercial importance and market coverage (de Alc6ntara and 
Vera, 1990; Handy, 1992). Many are located in Mexico City, and these establishments are 
characterised by their influence over consumers' purchasing habits (de Alciintara and Vera, 
1990). A slow, but gradual, change in the buying habits of Mexican consumers who enjoy 
greater purchasing power is expected due to the gradual introduction of quality meat in the 
market. 

Production of poultry in Mexico is estimated to have risen by about 20 percent to 990,000 
metric tomes in 1991 (Table 4). Further, poultry production gains of approximately 17 
percent are forecast for 1992 (USDA, 1992a). Lamb is marketed fiercely with the United 
Kingdom, China, Australia and New Zealand being the principal competitors. 

In 1992, for the first time since 1989, beef production in Mexico is expected to increase after 
suffering significant declines from severe consecutive droughts in 1988 through 1989. 
Should Mexico realise a 25 percent increase in red meat consumption by the end of the 
decade, as predicted by some observers, several billion pounds of red meat (particularly beef) 
per year will be needed to meet domestic demand (Whiteford and Ferguson, 1991). This 
translates into additional red meat demand of over one MMT per year over what is currently 
being produced. However, the Mexican government's recent decision to impose ad valorem 
tariffs on all types of beef imports (New Zealand Meat Producers Board, 1992), represents 
a significant set-back to exporters such as New Zealand who have made momentous inroads 
into the Mexican market. 

Perhaps one of the most important economic and political variables yet to be determined is 
the possible impact of a North American Free Trade Agreement (NAFTA), between the 
US . ,  Canada and Mexico, on New Zealand's red meat trade. NAFTA is expected to 
stimulate overall growth in the Mexican economy and generally lead to increases in the 
purchasing power of Mexican consumers for value-added products such as New Zealand red 
meat products - and also hopefully eliminate the existence of any trade-distorting tarification 
scheme. 

7.7 Hong Kong and China 

With the Persian Gulf War in the past and China's most-favoured-nation trade status 
approved for another year by the U.S., Hong Kong's total export growth in 1992 is expected 
to surpass the 12.1 percent rate recorded in 1990 (World Bank, 1992; OECD, 1992~) .  Hong 
Kong's per capita GNP in 1990 was US$11,540 the second highest in Asia (see Appendix, 
Table 25). A significant portion of this income is spent on food. In fact, food imports 



totalled some US$4.8 billion in 1990 (World Bank, 1992; United Nations, 1992a). 

Retailing channels in Hong Kong basically consist of three categories - delicatessens, 
supermarkets and wet markets. However, observers predict that purchases of food products 
at wet markets will likely diminish in the years to come with supermarkets and convenience 
store chains accounting for an ever-increasing proportion of total food receipts. 

Hong Kong is almost totally reliant on imports for its red meat supplies (particularly beef and 
lamb) since local livestock production accounts for a relatively small percentage of its 
domestic red meat consumption. China is the largest supplier of beef imports to Hong Kong, 
with Argentina, Brazil and Uruguay fast emerging in the market. In the upper income 
sectors, New Zealand vies with Australia and the U.S. for market share. Lamb is marketed 
fiercely with the United Kingdom, China, Australia and New Zealand being the principal 
competitors. 

Mong Kong citizens are among the world's highest in terms of consumption of animal protein 
- with pork constituting about 50 percent of all meat consumed in 1991 (FAO, 1992d). For 
all income levels, foodstuffs accounted for the highest percentage of expenditures, ranging 
from 30 to 45.5 percent (OECD, 1992a). Not surprising, the number one item in Mong 
Kong 's household expenditures is pork (United Nations, 1991 ; OECD, 1992b). 

In China, meat represented only a very small item on the daily menu until the 1970s (Guohua 
and Peel, 1991). However, government officials strongly encouraged the production and 
consumption of pork (Coffing et a!. , 1991), which at present accounts for approximately 75 
percent of China's meat production (Tao, 1991). 

Chinese meat production has expanded significantly during the past 20 years (Guohua and 
Peel, 1991), with the total increasing by an average of over nine percent per year between 
1970 and 1989 (USDA, 1992~).  However, in spite of these impressive production statistics, 
Chinese meat consumption is at a markedly lower level than in Western countries (Pudney 
and Eimin, 1991). In 1991, apparent per capita consumption of pork stood at about 21.1 kg 
on an annual basis (Table 20), with poultry, beef and sheepmeat at only 4.0 kg, 1.4 kg and 
1.0 kg respectively (FAO, 19924). 

7.8 Taiwan 

Taiwan possesses a rapidly developing economy, accustomed to annual double digit economic 
growth (World Bank, 1992; United Nations, 1992b), and its 21 million people are 
increasingly affluent and quality-conscious (Yarwood, 1992). Further, it remains one of the 
strongest and most stable food and beverage markets in Asia (Van Horn, 1989; OECD, 
1992a). 

Most of the island's native Taiwanese traditionally did mot consume beef, as oxen were 
considered beasts of burden, rather than a food source. Although the move from an agrarian 
to an industrialised society has modified the Taiwanese tendency to avoid eating beef, annual 
per capita beef consumption is still comparatively low at only 2.8 kg in 1991 (USDA, 
1992~).  



Prior to lifting strict import restrictions in 1972, Taiwan supplied almost all its red meat 
demand from domestic livestock. Since then, the percentage of beef supplied by imports has 
grown from approximately 20 percent to more than 90 percent (FAO, 1992d). Currently, 
Australia is the leading supplier, shipping between 70 percent and 80 percent of all imports 
in the past few years (Australian Meat and Live-Stock Corporation, 1991), followed by the 
U.S. and New Zealand. 

Trade analysts believe that with its rising income level and overall economic growth, Taiwan 
could offer significant potential for future red meat imports, especially in light of the future 
limitations of domestic livestock production (USDA, 1992~) .  Further, the anticipated 
increase in consumer meat purchasing sophistication is expected to result in a broadening in 
the range and variety of imported products shipped to Taiwan. 

7.9 ASEAN Region 

The Association of South East Asian Nations (ASEAN) represents a co-operative framework 
of six countries (Brunei, Indonesia, Malaysia, the Philippines, Singapore and Thailand) which 
are of great importance to New Zealand. These various countries are characterised by 
healthy, growing economies and several of the countries are becoming economic powers in 
the region (MERT, 1992; Yarwood, 1992). Total trade between the ASEAN region and 
New Zealand has increased steadily, elevating to approximately NZ$1.5 billion in 1991 
(MERT, 1992). Consequently, there exist superb opportunities for New Zealand's red meat 
products since ASEAN consumers are among the most quality conscious in the world (Van 
Horn, 1989). 

In addition to economic expansion, ASEAN countries are also in the midst of a major 
demographic shift. As the number of young adults increases as a proportion of the total 
population, so do the number of households. Most of these new households will be located 
in the urban areas of Singapore, Thailand, Indonesia and Malaysia (United Nations, 1992b). 
The population of several large cities is growing at a rate of approximately 3.5 to 4.0 percent 
a year, while the rural population remains static (World Bank, 1992). 

Because there will be more working households and smaller families, the structure of 
ASEAN consumer demand is expected to undergo a significant transformation. An urban 
middle class will require ways to pass its leisure time and one favourite activity in these 
countries is dining out. With this in mind, New Zealand's red meat industry should seek to 
enhance its established associations with the food and beverage industry in the region so as 
to help ensure an active involvement in this expanding market for high quality food products. 

One complicating problem is that, a large number of prominent restaurants in the ASEAN 
region do not identify the source of the meat in their dishes. In addition, many restaurant 
managers may not be aware of the variety of New Zealand meat cuts and products that are 
available and how they can fit into the menu. This lack of identification and knowledge 
impedes the expansion of New Zealand red meat sales. 



7.10 Former Soviet Union 

The economies of the former U.S.S.R. (Commonwealth of Independent States or CIS), are 
struggling under the weight of a fundamental restructuring process similar to the economic 
and financial convulsions experienced by Eastern Europe in 1990 and 1991 (Marer and 
Zecchini, 1991; World Bank, 1992). 

Output in Russia is estimated to have fallen by approximately 14 percent in the first half of 
1992, compared with a year earlier, following a drop of some nine percent in 1991. 
(International Monetary Fund, 1992). Overall, output in the countries of the CIS is projected 
to contract by about 18 percent in 1992 (World Bank, 1992). Any projection for the 
countries of the former U.S.S.R. is, of course, subject to considerable uncertainty 
(International Monetary Fund, 1992). 

The major immediate economic problem is a severe crisis in confidence in the principal 
medium of exchange, the ruble. Further, a full scale commitment by the Russian 
govemen t  toward reorienting the command economy toward a mixed public-private system 
is causing dislocations in almost all sectors of the country (Marer and Zecchini, 1991; 
Aslund, 1992). Moreover, excessive growth in the money supply and continued 
administrative price controls have reduced trade flows at all levels in the former Soviet Union 
(United Nations, 1992b; World Bank, 1992). 

The shortages and shortcomings in capacity, technology and packaging have a great impact 
on the quality and variety of food products found in the Commonwealth of Independent 
States. Despite noticeable improvement, the quality level remains far behind the technical 
possibilities (OECD, 1991). Consequently, food processing, transport and storage, three 
major sources for excessive losses in recent years, have been targeted to receive much more 
attention and a higher share of investments (World Bank, 1992). This is particularly 
important since the losses regularly occurring in transport, storage and processing amount 
to 20 to 30 percent according to some observers (OECD, 1991). 

In 1991, there were widely reported shortages of meat in several cities, particularly Moscow 
and Petersburg (FAO, 1992d). However, lines for food and other goods were the rule in the 
former U.S.S.R. long before Gorbachev and Yeltsin's rise to power (Zeimetz, 1991 ; Aslund, 
1992). The situation has progressively worsened because government spending increased at 
a rapid pace while revenues have shown little growth (OECD, 1991; International Monetary 
Fund, 1992). 

In the opinion of some observers, the CIS' food industry is now the "weakest link" in the 
Soviet agro-industrial complex and a "serious obstacle" to a better food supply for its 292 
million domestic consumers (OECD, 1991). Only when agricultural products are correctly 
transported, stored and processed, will it be possible to satisfactorily address the food supply 
problem in the CIS (World Bank, 1992; United Nations, 1992b). 

It is interesting to note that the agro-food sector in the former U.S.S.R. occupies a dominant 
position in the overall Soviet economy. In fact, it accounts for roughly one-third of total 
gross domestic output and fixed assets, and absorbs one-third of total labour inputs and a 
large percentage share of investments (OECD, 199 1). 



The Soviet meat industry supplies state trade with highly subsidised meat products. Its market 
share amounts to about 65 percent of total public sector supplies, which includes some meat 
purchased by socialised farms from private producers (OECD, 1991). However, the poultry 
and beef industries in the CIS have been hit particularly hard by the ongoing political and 
structural reforms - reducing overall production capacity (Meat and Livestock Commission, 
1992b). 

Short term declines in animal product consumption are expected during the ongoing shift 
toward a market-based system in the former U.S.S. R. (OECD, 1991). Under the traditional 
command-administrative system, the government heavily subsidised retail food prices, 
especially for meat. Adoption of a market system entails reducing these subsidies 
substantially, which in turn will bring about reduced consumer demand. Interestingly, 
experiences in Poland, Hungary and Czechoslovakia in 1991 indicate that freeing prices and 
restricting money supplies cut demand for animal products and other foods by 20 percent or 
more (OECD, 1991; World Bank, 1992). 

With meat imports and exports in 1990 totalling approximately 950,000 metric tomes and 
30,000 metric tomes (carcass-weight-equivalent) respectively, the former U.S.S. R. is one 
of the world's largest net importers of meat (FAO, 1992d). However, imports by the former 
Soviet Union are very difficult to gauge. Some projections show a decline in imports which 
is largely due to a reduction in beef imports, and which is only in part offset by higher 
imports of pig meat and poultry meat (OECD, 1992a). It would seem, however, that when 
sufficiently attractive pricing arrangements can be offered, imports may actually grow in 
view of large availabilities of mutton in Australia and intervention beef in the European 
Community. 

Importantly, the pattern of food consumption in the former U.S.S. R. is very different from 
that in Western industrialised countries. For instance, the proportion of animal products 
consumed on an annual basis is less than 25 percent (OECD, 1991). The consumption 
pattern is determined not so much by demand as by supply. 

Granted, an increase in the total consumption of animal products has been particularly 
marked in the former Soviet Union over the last 30 years (OECD, 1991). However, 
consumption remains relatively low by Western standards. Moreover, meat consumption in 
the CIS varies in each affiliated republic (Zeimetz, 1991; OECD, 1991). Needless to say, 
sheepmeat consumption is highest in the Islamic republics (OECD, 1991). 

On a state basis, the Baltic republics have the highest consumption of meat and the lowest 
consumption of cereal products. The opposite applies in the Central Asian republics, while 
the Transcaucasian republics consume more animal products than those in Central Asia 
(OECD, 1991). As incomes rise during economic development, typically the proportion of 
calories contributed by cereals and starchy foods declines and the proportion from vegetable 
oils, fats, sugar and meat rises (Table 24). 

Future food consumption in the former U.S.S.R. will be dictated by several factors. On the 
demand side there is considerable potential for increased consumption of quality meat 
products. The desire for these products has never been fully satisfied and conditions are 
turning favourable for an increase as purchasing power exceeds the supply of current goods 
(OECD, 1991). In the future, price trends should influence consumption to a larger degree 



than in the past. 

Russia, as an independent republic, is expected to be one of the largest red meat importing 
countries this decade (OECD, 1992a). Although the relative price of meat under free pricing 
may lead to a decrease in consumption, annual import needs over the next few years are 
anticipated to fall in the one to two MMT range (OECD, 1991). 



Chapter Eight 
Implications for the New Zealand Sheepmeat Industry 

Eating patterns around the world are moving in like directions (Senauer, et al . ,  1991). For 
instance, key attributes that discerning consumers worldwide expect in food products include 
quality, taste, nutrition, value and convenience. Concerns regarding food safety and 
improved environmental stewardship are also internationally widespread (Miller, 1990). 

Moreover, a whole host of demographic and socio-economic trends are expected to continue 
influencing the food industry worldwide. These trends include: 

1. the increased number of married women working outside the home, which has 
heightened demand for convenience foods and services such as extended 
shopping hours and home delivery; 

2. an aging population, especially in industrialised nations, which affects the type 
of foodstuffs demanded; and 

3. greater world travel and ethnic diversity, which increases demand for a wider 
variety of foodstuffs. 

The red meat industry is, therefore, compelled to cross the threshold of contemporary food 
marketing and move away from the selling of commodity beef, pork, poultry, veal and lamb, 
in favour of the marketing of meat products targeted to the wants and needs of specific 
consumer segments (National Research Council, 1988; Graf and Saguy, 1991). 

The trend towards the globalisation of food consumption patterns does not imply a narrowing 
of consumer tastes, but rather an increased diversity in consumption patterns within 
individual countries. An enhanced knowledge of consumer tastes, preferences and habits that 
vary among countries and cultures will be crucial to successful product marketing (Smith and 
Young, 1991 ; Tradenz, 1992). 

Sheepmeat competes with a widening variety of meat and other food products for a share of 
consumers' disposable income. It also faces a rapidly changing global marketplace within 
which consumers are spending their food dollars. The food service sector, especially in 
industrialised countries, presents a potentially important market opportunity for New Zealand 
sheepmeat due to increased consumer emphasis on meals eaten away from home. 

Lamb is traditionally served only in full service restaurants. The New Zealand sheepmeat 
industry should, however, encourage its processors and marketers to introduce additional 
sheepmeat products to the menus of restaurants already serving lamb as well as to menus of 
restaurants currently offering no sheepmeat items. Further, the New Zealand sheepmeat 
industry should also encourage a product diversification strategy that includes chilled 
sheepmeat products, aimed at fast food and ethnic restaurants in targeted markets around the 
world as well as products aimed at the frozen entrhe markets. 

The fast food segment is one of the most rapidly growing areas within the food service sector 
worldwide. Unfortunately, fast food is an industry in which sheepmeat has yet to find a 



niche. For instance, although sheepmeat (particularly lamb) is 'being served in full-service 
restaurants (i.e. fine dining) in the U.S., it has not generally been promoted and marketed 
to any extent to fast food restaurants in any form (Texas Agricultural Market Research 
Center, 1991). Other red meats, chicken, and fish commodity organisations have been more 
aggressive in terms of their fast food service marketing efforts and promotional spending. 
The New Zealand sheepmeat industry should seek opportunities to penetrate such a 
significant market through the development of menu concepts for multinational fast food 
chains such as McDonald's, Wendy's, Burger King0 andl other highly successful 
enterprises. 

As previously discussed, despite the growing popularity of ready-to-eat meat-based meals in 
many parts of the Western world, sheeprneat remains insignificant as an ingredient for these 
time-saving products. The many forms of new and convenient meat products should be 
guided by the realisation that sizeable segments of consumers desire foods that are highly 
consistent and contemporary in flavour and taste, and foods that provide variety at meals and 
snacks. The importance of convenience to consumers also means that efforts to successfully 
enter the prepared foods market could provide a strengthening component to New Zealand's 
overall sheepmeat promotional effort. 

Supermarkets and other types of up-scale retail food outlets around the world are likely to 
continue the trend of increased sales of higher value meat products with less bone-in and 
greater marinated, coated and prepared meats (Meat and Livestock Commission, 1991). In 
1991, in the EC, supermarket prepackaged lamb was gaining significant market share over 
lamb sold in the traditional butchery form (Figure 9). Shrinking household sizes in both the 
developed and newly industrialised countries will mean that products have to be packaged 
in smaller quantities and in 'environmentally-friendly9 containers. 

Given the emphasis by consumers on healthier diets, the New Zealand sheepmeat industry 
should continue to promote and introduce leaner lamb to markets around the world. Lamb, 
in several principal producing countries, has acquired the perception among many consumers 
of lacking versatility and desired palatability traits and as being excessively fatty with an 
unattractive appearance - in comparison to other red meats and poultry (MAF, 1983; 
National Research Council, 1988; Glimp and Snowder, 1989; Texas Agricultural Market 
Research Center, 1991). Consequently, a number of farm-level practices have been adopted 
to enhance lean lamb production (Wood and Fisher, 1990; van der Wal et al. ,  1991). These 
include the production of ram lambs, using lean sire breeds and other on-farm production 
methods and techniques. 

The experiences of both the pork and beef industries, especially in industrialised countries, 
indicate that consumer attitudes surrounding meat can be modified but that successful 
promotion campaigns must be carefully developed, properly implemented and tailored to a 
specific medium and population segment. Undoubtedly, health and nutrition concerns by 
consumers are significant considerations for the New Zealand sheepmeat industry as they are 
for beef and pork. However, determining the importance and significance of product-specific 
concerns relating to sheepmeat consumption can best be determined following a complete 
study of sheepmeat consumers within individual countries. Focused surveys have revealed 
a need to generate enhanced consumer awareness of sheepmeat, especially in Asia and North 
America, and educate non-sheepmeat consumers about selecting, preparing and utilising high- 
quality New Zealand sheeprneat products. 



As a growing proportion of the consuming public worldwide engages in non-traditional and 
faster-paced lifestyles, red meats must be fabricated and processed into more convenient 
forms (National Research Council, 1988; Pearson and Dutson, 1990). The experience and 
enviable success of the poultry industry in the United States provides some useful lessons for 
the New Zealand sheepmeat industry. The U.S. poultry industry has performed admirably 
in terms of developing new processed products that cater to consumer wants and preferences. 
In contrast, sheepmeat is often offered at retail in limited quantities and in forms that 
consumers perceive as requiring too much effort and time in preparation. Imaginative and 
innovative product development research in the sheepmeat industry could create opportunities 
for sheepmeat purchases among a greater number of consumers who are desirous of easy to 
prepare, convenient to handle, nutritious and low-fat meat items. 





Chapter Nine 
Concluding Remarks 

Progressively, the New Zealand sheepmeat industry has come to realise that truly effective 
marketing occurs when meat products respond to one or more of the following consumer 
choice criteria: 

1. greater convenience to match busier lifestyles; 
2. consistent quality; 
3. positive contributions to health, nutrition, food safety and environmental 

concerns; 
4. improved information and guidelines on preparation; and 
5. contemporary variety and flexibility. 

In the longer term, meat production and trade will be subject to the continual influence of 
several factors including: 

1. technological advancements which will have strong influences on the form in 
which meat and meat products are offered for trade; 

2. stronger demand for meat protein due to a relatively steady growth in 
population and per capita income in the developing countries; 

3. globalisation of food consumption patterns; and 
4. externalities such as population demographics, shifting economic conditions 

and changing lifestyles. 

Improved meat export receipts can be achieved by: 

1. changing the orientation of the industry so that meat production is market 
driven by consumer demand and seeks to secure defensible positions in key 
niche markets; and 

2. through the addition of value to meat at the processing level (Pappas et al., 
1985; ACIL, 1992; Tradenz, 1992). 

Enhanced competitive advantage for New Zealand's sheegmeat sector will be obtained by 
improved cost efficiencies, greater offshore margin capture and increased consumer-led 
product differentiation (ACIL, 1992). Further, continuity of supply and consistency of 
product quality will be imperative. 

Innovative marketing strategies must be developed and continually reviewed in today's 
dynamic global market environment (Callister, 1991). For instance, strategic activities must 
be adjusted to account for the emergence of an enlarged Single Market in Europe and 
regional trading accords such as NAFTA and the ASEAN Free Trade Agreement. 
Moreover, significant investment in the improvement of market positions and in the 
formation of strategic alliances within particular markets will demand due thought with a 
long-term perspective. 



The New Zealand red meat industry in general, and the sheepmeat sector in particular, can 
look forward to a sustainable increase in high-quality meat exports with the proper market 
development efforts. Although many areas of the world hold tremendous potential, these 
markets must be continually explored, developed, serviced and enhanced to gain the 
maximum market share for New Zealand's quality sheepmeat products. 
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APPENDIX 

MACROECONOMIC INDICATORS 





I   able 25. Key Macroeconomic Variables of Selected Countries 

** (NA) = not avai la  bb. 
ource: Haub and Yanagishita (119923, United Nations (1992s) a w d  QECD (1992~). 



I Table 25 . Key Macroeconomic Variables of Selected Countries 



1 Table 25 . Key Macroeconomic Variables of Selected Countries 

*GDP = grasa domastic praduot, GNP = gross national praduct; ** annual average growth ratas; 
a** (NA) = not available. 
Source: Haub and Yanagishita (1992), United Nations (1992a) and OECD (1992~). 
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