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European Poultry Industry
in a Global Market
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1. Introduction

In recent years, the poultry industry has gone through a lot of changes in Europe. The changes in the
European poultry industry are due to developments in global markets and also to changes in political
regulations. An important change in this aspect is the largest expansion of the European Union (EU) in
history, from 15 to 25 member states, having taken place almost a year ago. This had a tremendous
impact on both the old member states and the new member states. In addition, within the EU a lot of
new regulations have been or will be taken in relation to animal welfare and product safety. These
regulations will impact the cost price of poultry productions and consequently affect the competitiveness
of the European poultry industry. This report is trying to give an analysis of the impact of all these
changes on the European industry.

One problem with this analysis is the availability of reliable basic data about the poultry industry.
Even the European Commission lacks them. Therefore the data sets presented in this report will not be
complete. Nevertheless, the objective of this paper is to give an impression of the development of the
European poultry industry.

2. European poultry meat production and consumption

' The enlargement of the EU increased the total broiler production with approximately 1,850 million
tons of poultry meat or roughly 17 % of the total production volume. The productivity of the broiler
industry in the new member states is not as high as that achieved in the old member states. However,
this difference productivity will be gone very rapidly due to investments of companies from the old
member states in the new member states.

In Table 1 the production of the broiler meat in 2003 and 2004 within the EU of all 25-member
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states is summarized as well as an estimation of the production in 2005. This table shows that the
broiler meat production increased in 2004 as a response to an increase in the domestic consumption.
This increase in meat production was mainly the result of increases in the production in the member
states Denmark, Germany, Benelux, Czech Republic, Poland and Portugal. In the Benelux the
production was still recovering from the Avian Influenza in spring 2003. It is expected that the
production in the Benelux will not recover to the level of production achieved in 2002, since a lot of
farmers have changed over to free-range production. In Portugal the production has fallen dramatically
after a contamination of a feed ingredients with aflatoxin. In 2004, the industry has recovered from that
incidence. The production in the UK was in 2004 stable in comparison to 2003. In Italy, Sweden, and
France the production has declined. It is estimated that the broiler meat production will continue to
increase in 2005 due to a further increase of the domestic consumption (Tablel). For the long term
(2010) a further increase in the broiler meat production is foreseen. However, this increase will be
mainly in the new member states. In Table 2 the 5 largest broiler producers in the EU are given.

Table 1. Pouliry meat production and consumption and their estimation till 2010 in the 25 member states of the EU

Net production (@in fons x 1000) 11,109 10,880 11,077 11,266 11,713
EU 15 9,376 9,062 9,231 9,266 9,325
EU N10 1,733 1.818 1,846 2,000 2,388
Consumption (in fons x 1000) 10,522 10,543 10,648 10,767 11,286
Per capita consumption (kQ) 23.1 23.1 23.3 23.5 24.3
EU 15 233 232 235 23.7 242
EU N10 20 226 22.1 222 24.6

EU 15 = 15 old member states
EU N10 = 10 new member states
Source: European Commission

Table 2. Broiler production in the top 5 member states in the EU (in tons x 1000)

United Kingdom 1,244 1,245 1,245
Spain 1,066 1,060 1,066
Benelux 959 1,050 1,070
France 1,005 996 990
Poland 560 600 640

Source : EU FAS offices

As already stated above, the poultry meat consumption within Europe has increased in 2004 compared
to the consumption in 2003 (Table 1). Until 2010 a further increase in poultry meat consumption of
about 5 % 1is forecasted for the old member states, while a 10 % increase is expected over the same
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time period for the new member states. The increase in consumption in the 15 old member states will
be mainly in the higher quality poultry breast meat, while in the new member states mainly the
consumption of the cheaper poultry products will increase. In Table 3 the total consumption of broiler
meat is given of the 5 top member states in the EU.

Table 3. Broiler consumption in the top 5 member states in the EU (in tons x 1000)

United Kingdom 1,420 ’ 1,499 1,510
Spain 1,086 1,086 1,090
Germany 777 790 800
France 757 779 796
taly 690 680 680

Source : EU FAS offices

3. European egg production and consumption

The enlargement of the EU with the 10 countries increased total egg production within the EU with
more than 1,000,000 Mt, or roughly 20 % to the production volume of the EU. This increase in 20 %
in production is accompanied with an increase in the total laying hen population with 33 % (FAO,
2003). This difference between both figures is due to the fact that the average laying rates in the
eastern European countries (new member states) are lower than those in the old member states. This
lower production rate has several caused, but one of the most important one is the large amount of
backyard flocks. At this moment it is already noticed that foreign investments lead to a rapid increase
of more modern egg production.

Overall, in 2004 there was a decrease in the production of consumption eggs within the old member
states (Table 4). This increase was partly the result of a higher production costs and therefore a lower
margin. The new member states on the other hand showed an increase in egg production in 2004, due to
a rather good environment for investments, because of proximity to important customer markets and a
strong domestic market. It is forecasted that this difference in production development between the old
and new member states will continue till 2010, therefore a further decrease in egg production is
estimated for the old member states, while for the new member states an increase is foreseen. In total
an increase in the production of consumption eggs is expected.

The consumption of eggs within the total EU has decreased in 2004 compared to 2003 (Table 4).
This decrease was mainly the result of a decrease in consumption in the old member states. while in
the new member states an increase was observed. For the long term, a same trend is expected. In Table
5 egg consumption of the top 5 countries in the EU is given.
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Net production (in tons x 1000) 6.32 6.24 6.18 6.15 6.21
EU 15 527 522 5.10 5.10 508
EU N10 1.06 1.02 1.02 1.05 114
Consumption (in tons x 1000) 6.18 6.11 6.11 6.14 6.15
Per copita consumption (kg) 13.58 13.39 13.34 13.37 13.23
EU 15 13.47 13.43 13.30 13.28 1315
EU N10 14.15 13.22 13.57 13.87 13.66

EU 15 = 15 old member states
EU N10 = 10 new member states
Source: European Commission

Czech Republic 2002 280
Hungary 2002 275
[taty 2001 269
France 2001 255
Spain/Slovakia 2001 230

Source : ZMP (2003)

Traditionally the new member states have only unimportant levels of imports and exports. In contrast
to the high import en export rate within the old member states. The exports of eggs from the new
member states into the other EU countries have significantly increased after the enlargements. Because
the production costs are lower in these new member states, this has negatively affected the position of
the old member states (PVE, 2003).

It is also expected that a number of large, vertically integrated companies will transfer some of their
production capacity to the new member states, in particular to Poland and Hungary. These countries
are very attractive to these companies since less strict with environmental protection regulations. This
explains in part the estimated decrease in egg production in the old member states and the increase in

the new member states,

4. Welfare regulations within the EU

In 2006 all in—feed growth promoting antibiotics will be banned in the EU. This measurements will
mainly affect the poultry meat production. The expectation is that this will lead to higher feed costs per
broiler and an increase in health problems such as necrotic enteritis. This will result in increased
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production costs and disadvantages the EU poultry meat production at the world market (Fefana, 2000
; James Cook University, 2000).

Within the EU a first proposal has been discussed for a new welfare regulation regarding the density
of broilers. Most likely the EU will implement a maximum density of broilers till 30 kg life weight/m*
at the end of the growing period, when no extra welfare measurements are taken on the farm. In cases
where extra measurements are taken a maximum of 38 kg life Weight/m2 is proposed (AVEC, 2002).
Stocking density of broilers has a decisive impact on the production costs of broilers (AVEC, 1997), and
it is generally believed that it will significantly increase due to these proposed welfare regulations (FAO,
2003). The Landbouw-Economisch Instituut (LEI) in The Hague has studied the economic effects of
this new proposed EU regulation more in detail (2005). This study showed that the income of farmers
would be decreased significantly when this regulation will be put in place (Table 6). As a consequence,
the already poor concurrence position of the European broiler position will worsen.

Laying hens housed in battery cages produces most consumption eggs. The EU has formulated in the
Council Directive 1999/74/EX that the minimum surface per laying hen in case housing has to be 550
em’ compared to the average of 450 cm® in many other countries. From 2012, cage housed hens are
banned in the EU and only alternative housing systems are allowed. Therefore, in the old member
states an increasing number of hens are housed in alternative housing system such as enriched cages,
aviary systems and both in-house and free-range systems.

The above-mentioned welfare regulations for laying hens will result in more labour, higher investment
costs for the same number of laying hens and thus to increased production costs (Horne and Bondt,
2003). The production costs of eggs produced in enriched cages are 13 % higher than those produced in
battery cages, while the costs of eggs produced in aviary housing are 21 % higher (Table 7).

Table 6. Conseauences of a reduced stocking density of broilers on the income of broiler farmers.

Chicks per m? at stort 21.8 182 14.2
Chicks per farm 89,467 74,693 58,277
Final body weight 2,140 2,170 2,200
Feed/gain ratfio 1.75 1.73 1.71
Mortality 35 35 3.5
Costs per bird (in euro ct/bird) 34.94 35.73 37.08
Cycles per year 6.89 6.89 6.89
Balance per bird (in euro cf) 17.54 18.54 19.08
Result per broiler farm (in euro)

Batance 108,057 95,535 76,562
Fixt costs 96,398 96,398 96,398
-Income farmer 11,660 - 863 -19,836

Source : LEI, 2005
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The new member states of the EU have got a delay of the imposed ban of the battery cages for
laying hens (Windhorst, 2003). This will result in a competitive advantage for the new member states.
As old, cheap battery housing systems will move to the new member states (FAO, 2003 : PVE, 2003).
As a consequence, the expectation is that the new member states will have a stronger position in the
export position between the EU member states.

In anticipation to the ban of laying battery houses, a lot of retailers in the old member states such
as the United Kingdom, Germany, France, the Scandinavian countries and the Benelux have already
decided not to sell only table eggs produced by hens housed in alternative housing systems. This
decision will keep the table egg production in alternative housing systems competitive in the old member
states in the EU.

Table 7. Most important assumptions for labour and investments in the various housing systems” for ’Iaying hens.

Minimal surface per laying hen (450 cm?) (550 cm?) (750 cn) (1100 cr?)
Labour (hens/worker) 50,000 45,000 32,000
Animal density (hens per m? pen) 30 17 18
Surface are per pen (gross md) 1,500 3,000 1,500
Inventory investment (euro per hen) 749 10.44 10.44
Other inventory investment (euro per hen) 3.18 . 454 4.54
Increase in production costs 0% 4% 13 % 21 %

Source © Horne and Bondt, 2003 |

The above mentioned welfare regulations for laying hens will led to the calculations that by the year
2012, the production costs of eggs for egg products are not competitive any more compared to other
areas such as the Ukraine, India, USA and Brazil for egg products (Van Horne and Bondt, 2003). As a
consequence, it is speculated that the production of liquid egg products will move more and more out of
the EU towards the Ukraine, while the production of dried egg products will change to countries such

as India.

5. Consequences for the import and export of poultry products
in the EU

Global trading of poultry meat is increasing, which is in part the result of WTO negotiations
(Butland, 2003 : Hofman et al, 1998). The USA is leading with an export of almost 3 million tonnes
on poultry meat in 2002. Brazil, France, the Netherlands, China and Thailand are following with the
exports between 0.4~1 million tonnes. Whereby particularly Brazil has increased its export significantly
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over the last couple of years.

In 2004, the 25 EU countries have increased their export of broiler meat by 8 % compared to 2003.
The increase in broiler meat export was mainly of low value cuts, as well as mechanically recovered
meat from Benelux, Germany. Spain and the UK to Russia, Ukraine and Romania, whereby these
countries are competing with US exports. Also Poland reported a strong increase in exports of 13 % to
Russia in 2004. France on the contrary reported a decline in export to Russia, and also to the Middle
East due to increased competition with Brazil. This increase in competition of the Brazilian export is
also felt by the Benelux and the UK with their exports to Africa, Middle East and Asia.

In 2004, EU-25 broiler meat imports from third countries, mainly from Brazil and Thailand, declined
from 479,000 Mt in 2003 to about 380,000 Mt due to closure of the salted meat loophole. The import of
salted poultry meat has been hampered since tariff rates have been amended. The forecasts for 2005
anticipate the same level of imports, as the increase in domestic production will fill growing domestic
demand. It is expected that Poland and other new member states will import lower quality poultry cuts
from the EU-15 for processing.

Traditionally the new member states have only unimportant levels of imports and exports. In contrast
to the high import en export rate within the old member states. The exports of eggs from the new
member states into the other EU countries have significantly increased after the enlargements. Because
the production costs are lower in these new member states, this has negatively affected the position of
the old member states (PVE, 2003).

It is also expected that a number of large, vertically integrated companies will transfer some of their
production capacity to the new member states, in particular to Poland and Hungary. These countries
are very attractive to these companies since less strict with environmental protection regulations
(Poultry International, 2003). This explains in part the estimated decrease in egg production in the old
member states and the increase in the new member states. On the long term when also the new
member states have to implement the welfare regulations of the EU, it is expected that particularly the

industry eggs will be more and more produced outside the EU as discussed above.

6. Nutritional developments in the EU

Most changes in the EU, as discussed above, have or will have a negative impact on the
competitiveness of the European poultry production. Therefore, the industry is very much aware that
innovations to create new concepts are essential for the industry. For broilers a lot of attention is put
on the impact of the ban of antibiotics. It is generally believed that a combination of different
approaches is required to have the maximum compensation for the losses in performance and reduced
health status of the bird after the withdrawal of growth promoting antibiotics (Langhout, 2005). This
implies that it is suggested that it is not sufficient to replace an antibiotic by an alternative product,
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but also additional measurements such are changes in the feed formulation, the feeding program,
management measurements has to be taken.

At this moment also a lot of developments in the broiler sector focus on controlling and optimizing
the costs price of the final product. Broiler integrators process their birds and sell their products to
different markets. Each market has unique demands regarding specific weight ranges, colour of the meat,
etc. Therefore, not every broiler integrator wants the same type of bird at the moment of slaughter.
Consequently, it is of great economic importance to optimize the growth of the broilers such that each
integrator achieves the most valuable type of bird produced at the lowest costs. This approach has led
to new concepts to optimize the most economic feeding program (Langhout and Wijtten, 2005).

In the layer sector it is more difficult to come up with new concepts. The most important reason for
this is that the layer sector is working with diets produced at the lowest as possible costs. This has
resulted in the development of feeding strategies, which optimize the daily gift of nutrients to the daily
requirements of laying hens. For amino acids this was already implemented (CVB, 1996), but for energy
this has recently been developed.

Within the egg industry second-class eggs are also the cause for significant economic losses. Therefore,
also concepts are developed to reduce the second-class eggs to improve profitability of the sector
(Langhout, 2004). =
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g Aoz Hal
thbA] Alo)z|e M AREE T gl /‘1}%2“-’5 R An)E AZS Aase 398 councl
directive 1999/74/EXelA] HAad AlgtA] $414S of& vtebe] A% 450 em’® Asly Q)& vbd, 550

cm’E e AL BE3) sk 201293 Tr"z‘} AN E AFAE AR NAM AEsle A& FA3}
o 02 A ARk 4872 ek 2 A, 7|2 YFAME B 59 AR S g4
A o] A (enriched cage), ol ol¥lolz) whAl(aviary system), Z2lx AL W wpapbAla) 22 R A4
22 AMEEI gl

olA dFat AHAE A% EXFAL 2 £4E 7)¢ves o 2L =593 Eaulz A4
o metA] A= Z718HA 2 Aot (Horne and Bondt, 2003). 3 Alolx] kAo 2 MAkE= Azt
o) A oA ARl AAEE At} 13 % o 205H, o olulelg] Al PAIR A
oA 2 % o e 25 (2 7).
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J

E 6 S AL LIt | 710 $oo 0IX= A3

Current standard 38 kg/m? 30 kg/m?

AFA| ARLT (/M) 21.8 18.2 14.2
St ozl 89,467 74,693 58,277
EotAl XMB 2,140 2,170 2,200
AMZEE 1.75 1.73 1.71
HAtg 35 35 35
SH 15 MMCH (FEME/S) 34.94 35.73 37.08
oAzt MY 6.89 6.89 6.89
A 152 XA (RZME) 17.54 18.54 19.08
St (7=)

Ztod 108,057 05,535 76,562
nesEvl: 96,398 96,398 96,398
sl 11,660 -863 -19,836

Source : LEI, 2005

°€‘d°4§¥91 A7 ARAS A Ao Al A& FAxFe] A3 Zel=t (Windhorst,
2003). ol Al4F Hd=elA AAHQ o] Kol Hudl, ol FA T Ao|A| WA Ayt JU=o
HA7HA % Aotk (FAO, 2003 : PVE, 2003). Aspd ez Al U552 LT #2440
FAZ AAE AR D Sloloh wxka AclA] wrAe) FA7} g mEtA 4=, 5, ZF,
27ev] et wiE S7bE 2|3 WA 22 71E 95 B 2 gAES dA A WAl
A AREE T A AT 2 V12 2R o R AL AT Ve AdFAN A
A A Aoz AR Ade] AAHE KA ¢ UA F Aol

E 7. M2l MA@l M2 RAL =38

HIAb AL Cheby Chehal & A0|X] - ojjojnjofz
FOIX| AAF  AOIX| HlAL HAL AlAL
ARREA] 15 24 WA (450 cr) (550 crm) (750 ¢cm) (1100 cm?)
== (JH/=3AD 50,000 45,000 32,000
|‘-‘=’1'Ua (&}/n? pen) 30 17 18
Z ZHA (gross ) 1.900 3,000 1,900
MIOEX (F2/F) 7.49 10.44 10.44
1 2| MITEX (RE/H 3.18 454 454
MAachle] Sotg 0% 4% 13% 21 %

Source : Horne and Bondt, 2003

AoA Agg At o] gt B3RS 201296 o] 28, A A FS W=y AMLEE= A A
AFZHE v a @ o $Zeleld, E, v I3 njF 2 ok & kel v mele] A o] HelA
Aoz JAES (Van Horne and Bondt 2003). 2 A3 A= (liquid egg) AEL AAFS Fzlo} #]
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doz o FE Ao, Az AFY AL A=t FE e SAAA d oz 540,

2@ =zZE 75 diE2] F==3 ol aE =t

I

5. wEHH

WTO g4 A#=z sl g37])9 AA 792 A&ste F718tx 3lE FAlelt}h (Butland, 2003 :
Hofman et al, 1998). »]=-2 20024 71F #d &30z dF v £9 g7 & $&317 ok 2
ez Bl Zaga vdits, S 283 glFo] 405N W E Fre £3stn Qo B9,
Bepdd At 2 d Fdell AA &) 2 FEE ZUHEH

270 Ay B 20039 v 20049 53718 £EFl 8 % FIsKh oEd gav] 42
9 S/ WIS, 5Y, 29 T8 5o ujF $£EFT AAY e Aok, $38toy, g
Foafdelz £28 JAH o2 34" 8579 MRM (mechanically recovered meat) %3t ofje} 3
Ag Adgoltt. e 20049 Aol £&0] 13 % A5d Aeg Bysgr) o)d: ulgz
FAoE Ao} £Fo] 4T Aoz BuHgon =3 Bl A AARA e F2F AY &
= Zasklel okZegt, FF 2T ofAlo XPeR £2& sty e WUSAe I BeA
ZE349 AAHA ) S/E T 9ok
THAE 257 3ol 2 HepAla el Z2H2 M A ZRE 98k g7 20039 479,000
EollA] 20043 380000822 ZHAsHEH o) PR S d3t A X 34 (salted meat loophole)
o] AN dEoIAt AR FhFHol HEF Y ALl AU WEe ARH AT} 20059
°ﬂ‘: 71%?_ TE FdFel AL, ok A W ik FolE Qsle ZUFHE A AuHFE
“H—E'°]‘:} L= 8 AT IUFL 7)E ATl G FA sF AGe-S b2

-1> e 1¥4 e R

NE AT ¥ 4945 WSS et we, A8doe A7 HUFSS TAHE 3 BT
o e 229 $£FS VT ook A7 HAZAN o dgTond A 23 fATe
4 oF 2 Frhsgeh ANRAE AT QTN W) dEe] 2)E QT YA Ao 3

AA<Q 33FE Fiok (PVE, 2003).

3, B2 JhE ALINES AN A RES Zas Frleld R A YFos &
& Aot oE Frhe AdaAlAL A A o)k wzd FANIFAI dAsA @)
W=t (Poultry International, 2003). 71& Q=9 A A4 749} A7 AL A 271 o
o 7o) AmdE 4 vk AV|F o B o, AF IAYFINE FH A ExFA) A"k, A
< 9 o5 AT o9 AFeM P42 Aoz dAEn

N

6. wEA

]

LH Z}

ol

eior Hopo| Wt

SUQYOIA AT re) sk 59 ShF A4 AA) 2R GFE AT
gebd, Qe Az NIES FEHTA S 57137k Beslthe Ae dAsT Aok
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S A A FA ] wE FHC F4F 7)€l itk MR G2 AT 23l FA ALF
Aol W A ZHae] A o) BAE PS¢ don, g9 ANEAE FaAF Aoz 93 9]
t} (Langhout, 2005). ol+&= SAAE HAERZ v Aoz2s FE3A] don, Atavghe] wsal, A}
of Tz, AbFEeE|e) 2 RIPFQl fido] FHbE of T A& oJulgid.

AN AgE AR HF AFe] dldrbE HAE Y 25 £ ¥E5E £ &
A AFE 7t Adeldt AR @uislar Qle. A7) AR A AF WY, SAEL A
o} 2 BEF 277 Qlvh BE SAIAEL BANI|Y 2 R0 @8 QA e A9H
o2 $A9 AR HAgEE AL AR FeAE 7]-74 Y ole SAFAE] A iAo R
7H 37k gE QA £ Q7] Aotk olgldt HIS AAMAY Fo TIPS HA3s= A=
+ /1% =%319 (Langhout and Wijtten, 2005).

AR BRME A2 NdS Aldste Aol AANE 4o old dd spt 2 olf-e AlRHA
£l HA7tA oz Wi ARE o §3l7] dEelH. o& *%‘—Jr?-‘ﬂ 14 d%a 278 Fgst=F 3
d2 g3t Foidzk] Nz oJojzint obnjxAte] A ofn] AlRHIT YA (

AL FZel SolgAiek /pLE .

AgAGA e 257 A ALz HAH &A4E FLsiT e WA, 25w AR AAE A

AA & ZHAIIE 2L el o REAAE HLHAH. =

s
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