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Abstract- The factors of compatitiveness of Hungarian beef tée sector
This paper analyses the position of the Hungarief battle sector by using secondary data andrdetes
the factors, which may influence profitability. Thaalysis includes the impacts of the recent aagthsent
market processes, as well. The paper examinesetfiechttle sector in economic and ecological aspefct
sustainability, as these factors play an incredgimgportant role in the market.
The beef cattle sector was analysed in the follgwimee aspects:

- role in food production,

- profitability, and

- sustainability in economic and environmental aspect
Key words: beef cattle sector, income production, sustairtabili

THE ROLE OF THE BEEF CATTLE SECTOR IN FOOD PRODUCTI ON

Animal husbandry plays an important role in fooadarction. After the political and
economic changes in the beginning of the 1990iesgmificant decrease occurred in the
Hungarian animal husbandry sector (Table 1), wigs generated by the loss of the
former eastern markets and the reduction of thect¥le demand.

Table 1: Changes of the number of animals in 1000elads (1985-2009)

1985 1990 1995 2000 2005 2009
Cattle 1766 1571 928 805 708 700
Pig 8280 8000 5032 4834 3853 3247
Poultry 383760 31121 27549 19422 22968 18 907

Source: KSH, 2010

The quantity of the domestic meat consumption —lainto the number of animals —
shows also a decreasing tendency (Table 2.). Teedomsumption has been decreased to
the one third, while the pork consumption to haléntity compared to the beginning of the
examined period. The poultry consumption has beereased until 2000, and since then it
has been reduced. Total meat consumption shows alseclining tendency in the
examined period, except for the peak in 2000, whics followed by a significant
decrease, below the former minimum level of consionp

Table 2: Meat consumption in Hungary (kg/person) (285-2009)
1985/ 1990, 1995/ 2000, 2005/ 2009
Beef 8,7 6,5 6,8 4,3 3,1 2,6
Pig meat 43,1 38,8 27,1 28,0 26,7 27,2
Poultry meat 20,8 22,8 24,0 33,7 29,7 27,9
Total meat consumption 76,9 73,1 62,5 70,2 63,5 61,9

Source: KSH, 2010
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The capacity of the eastern markets has been cegsie@ political changes, but new EU
markets have been opened. As a result of the B&Ermp in 1996, the number of beef
cattle was reduced by 1,9 million heads in the BUrlember states, which made a 5%
decrease of beef production. Forecasts say ani@tali5% decrease of beef output up to
2014 (Table 3), therefore the internal consumptidnthe EU should be covered by
increasing level of meat import ¢TH, 2007).

Table 3: The beef consumption in the EU

2005 2007 2010 2014
Total consumption (1000 t) 8445 8424 8310 8232
Consumption (kg/person) 17,3 17,1 16,8 16,6

Source: Té6th, 2007

Nearly 60% of the EU beef production is originaiten the dairy sector as secondary product.
In Hungary, this proportion is higher, that candoe of the reasons of the low domestic beef
consumption. Due to the high beef prices and theldeef consumption habits the market of
domestic consumers will probably not increase énrtbar future (&rPOTORI, 2009; BIZAS-
S2ABO, 2009).

The number of beef cattle in Hungary — similarite EU — shows a declining tendency. The
domestic beef consumption is very low; thereforbigh proportion of the Hungarian beef
production is to be exported. The export of liverats is the most significant proportion of beef
export (Table 4), which produces less income, tharexport of processed meat products. The
most important destinations of beef cattle exp@s Wsreece and Austria in 2008. The export
prices have been raised by 8% while domestic phgesnly 4%; thus, the export of live cattle
has grown further. The destinations of frozen laef Italy, Romania and Denmark.of®
PoTORI, 2009)

Table 4: Hungarian beef export (2003-2008)

Export (net weight in 1000 k
Product 2003 2005 ( 2005 : 2006 2 2007 2008
Live cattle 15169, 18789,d 222104 27029,d 313501 329367
Fresh or iced beef 7526, 99593 8959,3 8507, 10056, 12770,
Frozen beef 26441 26530 1517, 10428 14843 29970
Total beef export 40509.] 50190, 544404 621354 73082d 803595

Source: KSH, 2010

Since the healthy nutrition methods have become papular, the importance of food products
from ecological farming systems has grown all dkkerworld. The ecological animal husbandry
is connected to extensive farming methods. Asudtresthe use of ecological farming methods,
the importance of the old traditional Hungarianebise has grown. Only 10% of the domestic
beef cattle stock was certified as bio product ®12and nearly the total of the ecological
production was exported (A, 2001). The need for ecological beef cattle prtedsbhows an
increasing tendency (AkAI, 2008).
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PROFITABILITY OF THE BEEF CATTLE SECTOR

Enterprises of the beef cattle sector are geneogéyated with low profitability. The main
revenues of the sector are derived from the proaluatalue of slaughtered animals. The
price of slaughtered animals has increased bet@88A and 2006 (Table 5); the cost of
production of live weight has also increased, wthie gross margin — in contrast with the
2003 data — was positive in this period.

Table 5. Producer prices of beef according to carsa types (SEUROP), costs of live weight
production and gross margin values (2004-2006)

HUF/kg 2004 2005 2006
Average R class 488,52 625,78 629,04
Average O class 470,23 588,42 622,24
Average P class 462,43 586,01 616,28
Average of E-P 472,37 602,02 623,78
Live weight own cost 364,55 367,40 371,98
Gross margin 49,98 101,32 98,58

Source: Own construction by AKI PAIR (2010) anéLBDI-KERTESZ (2006, 2007)

The most important influencing factor of profitélgilin the beef cattle sector is daily growth,
which is mostly determined by feeding methods. Tigher the daily growth, the lower the
prorated cost of fattening, as the fattening pesashortened; although the price of compound
feeding stuffs exceeds the price of foragesz®-SzaB0, 2009). Profitability is nearly
impossible without subsidies under the present ao@al circumstances. The financial
contributions (such as different premia and heagagments) have been general in the EU for a
long time. The extensive (grazing) animal husbanagthods play an important role in
landscape protection and rural development and ialsgeveloping the retention of rural
communities, which makes a reasonable theoretase lof the different SupportsTESLER,
2002).

The Hungarian beef cattle sector is not viable autithe EU or national (top-up) subsidies
because a great proportion of the farms is not @bleroduce enough income to cover the
production costs, even in ideal climatic circumséan This situation is illustrated in Fig. 1,
which is adapted from a previous study that exathihe cattle keeping capacity of 100 ha land
in case of drought (the yearly rainfall is lessntf#0 mm) and under favourable weather
conditions. As it is shown in Fig. 1, the total @aue without subsidies cannot cover the total
costs. The net income is neither increase everr imdrirable weather conditions.
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Figure 1. Animal keeping capacity of 100 h grassland under different weather condition
Source: Mészaros (2010)

Thedifferent payments supporti beef cattle sectorfinanced by EU and national sourc
—and the related decrees are summarized in Te

Table 6: EU and national tof-up payments in the beef cattle sect

Payment Amount (HUF/head) No. of Decre:
Suckler cow premium 31 500| 30/2006 (IV.12.)
coupled to production 82/2005 (1X.15.)
Suckler cow premium 9350| 29/2007 (1V.20.)
based on references
Extensification payment 17 050| 42/2008 (IV.4.)

Source: own construction by Ministry of Agricultured Rural Development decre

Additional support may be claimed by the farmersdi@asslands and pastures, in accord
with the regulations of the Ministry of RuiDevelopment (the former Ministry of Agricultu
and Rural Development). Compensatory payments maypplied for grasslands and pasture
unfavourable areas, areas under Natura 2000 pootesmid areas under é-environmental
schemes (extensive grasglananagemen

The financial supports of agricultural productiore aontributed by the European Agricultt
Found for Rural Development in the 2-2013 financial and programming period. In Hung
the New Hungary Rural Development Programme (NHRERé? prepared on the utilization

the financial support of the EAFRD, with the folioy main objectives: to establish
competitive and sustainable agriculture with viafalem structure and rational land use
support diversification of enterprises ao improve marketing approach and knowledge lev
agricultural production (MGYAR MEZOGAZDASAG ESELELMISZERIPAR SZAMOKBAN, 2009).
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SUSTAINABILITY ECONO MIC AND ENVIRONMENTA L ASPECTS

Sustainable agricultural producti— especially under the presestonomic and ecolog
conditions —is an inevitable strategy for the future. Besidesadnimal keeping capacity
the land, which is determined even by weather oistances, the environmental asps
should also be taken into consideration. Theseitements may improve the spread
ecological farming technologies. In economical atpethe production o— primarily
extensive -species may be reasonable in such areas, whiclprodyce lower income b
at lower cost level. The grasslands of the GHungarian Plain have considerable nat
and touristic values. These values may be endathdsreéhe decrease of grazing and
the fragmentation of the pastures. The use of skterproduction methods is commor
areas with low production capacity (6p, 2009). In Hungary, 72% of the total agricultt
land is suitable for agricultural production, ofialin grassland and pastures represent
13% (KSH, 2010).

The yield of grassland generally is not offereddmect sale, this output is mainly uted by
transformation in the animal husbandry sectordinia with the decrease of the numbel
grazed animals, the deterioration of the grasslhadseen started. The former grassland .
have been covered by weed and bush population.adtigionalinputs for increasing tr
yields, such as regular nutrients substitution,eh&een cancelled for financial reas
(SzELES, 2001).

In 2009 a study was prepared model calculationsriler to examine the animal keep
capacity of the Hortobagy area undifferent weather conditions, based on the data
certain farm (Fig. 2). In this study the decisioitecion in the calculation of optimal livesto
number was maximum income. In the calculationggtheed and harvested yield of grassl
(160 ha) wasaken into consideration both in drought and fagble weather conditions. TI
starting point of the examinations was that spedifiestock number, which summer &
winter fodder demand may be covered by grasslabdthtweather conditions, i.e. ecgical
animal keeping capacityM(ESZAROSLENCSES 2009).
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Figure 2. The income of extensive beef cattle production byifferent livestock
number in different weather circumstance:
Source: MESZAROSLENCSES(2009)

63



Agrar- és Videkfejlesztési Szemle 2011. vol. Gsypplement
»1 RADITIONS, INNOVATION, SUSTAINABILITY”
Hodmesvasarhely, 8 May 2011 Conference CD supplement  ISSNBT®45

The minimum of the ecological animal keeping catyaei the examined grassland is that
livestock number, which may be supplied by the ®iiay production of the grassland in
drought, while its maximum is the livestock numbsated to summer grass production
yields under favourable weather conditions.

As a result of the examination of ecological anikeping capacity it may be stated, that
the net income is negative in the case of droughhg stock number even with subsidies.
For this reason the used decision criterion (maxrinodi income) has been changed in such
way that the loss of drought year should be covbsethe positive income of the year with
favourable weather. The maximum livestock numbehens this condition could be

realized, was 32 beef cattle. €8ZAROSLENCSES 2009)

SUMMARY

The Hungarian beef cattle sector will probably kgggxport oriented role in the future. The
domestic beef consumption has decreased in thelpeasties and this tendency is not expected
to be altered, either by the change of consumefsaiour or by the reduction of the prices.
Nevertheless, the beef cattle sector has comehetdront in the recent years in aspects of
landscape protection. The traditional old Hungaspacies may have greater importance in
the future, as a result of the supported extensiethods based on the use of grasslands and
pastures.

The producers of the beef cattle sector may applpdveral supporting measures, financed
both by EU and national financial sources; withtiig support the beef production would
produce huge losses for the enterprises of the &tiamgbeef cattle sector. This situation may
be worsened by the implementation of the SPS sygtarticularly for beef producers without
land. The solution could be to establish co-opematnd to strengthen the vertical and
horizontal integration; it would probably improveetdeal position of the stakeholders of the
beef cattle sector and also the profitability af #ector by producing processed products of
higher added value.
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