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Abstract

The purpose of this paper is to derive suggestions for product quality and quality assurance in
German pig production from general market conditions. It is argued that developments in
trade, the EU agricultural policy and legislation increase the already existing disadvantages in
competitiveness of German pork producers. The German consumers, food retailers, meat
processors, and large-scale consumers mainly demand low priced pork and special hygienic
quality whereas process quality characteristics such as regional production or animal welfare
are of lower importance. Against this background, low priced meat and special hygienic qual-
ity must be the quality characteristics to be assured. In order to achieve a sustainable animal
production in Germany, a closer co-operation between the participants of the food production
chain and the increase in average pig stock size to gain profit from cost degressions is re-
quired.

1 Introduction

The production value of DM 7 billion in the financial year 1998/99 underlines the importance
of the German pig production for the agricultural sector.2 However, the German pork pro-
ducing sector has lost market share in the EU. It is regarded as not being prepared for the in-
creasing competition mainly because of the following reasons:

• High production costs. The main competitors on the European market profit by lower pro-
duction costs due to advantages in farm structure and the organisational degree of produc-
tion and marketing.3

• Low product and process quality. By now, warranted elements of the Danish national
quality assurance system are traceability and assurance of origin. Germany is still occu-
pied with establishing the basic conditions.4

• Lack of organisation in production and marketing. The atomistic supply structure of the
German agriculture is confronted with the market power of highly concentrated retailers.
Higher degree of integration among the participants of the production chain are necessary
for the co-ordination and the implementation of new standards.

1 At the Institute of Agricultural Policy, Market Research and Economic Sociology.
Special thanks are due to DR. JOHANNES SIMONS, ROBERT BONGAERTS, and HORST GÖMANN for helpful
discussions and constructive suggestions.

2 BMELF (2000).
3 E.g., feed costs and expenditures for buildings in the Netherlands and Denmark are lower than those in Ger-

many. Compare: BRILL (1996). - N.N.A (1999), p.1 – SCHULZE (1995). - USDA (1999), p. 34. - WOLFFRAM

(1998), p. 39.
4 Danske Slagterier, p. 2. - N.N.E (1998), p. 29 – N.N.B (1999), p. 15.
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These disadvantages have to be overcome. Therefore, the aim of this study is to derive sug-
gestions for product quality and quality assurance in German pig production from general
market conditions. The following questions have to be answered:

1. How will German pig and pork production be influenced by EU legislation in the future?

2. What kind of product characteristics are demanded by German consumers, retailers and
the meat processors?

3. Which measures are capable to improve the standards of a sustainable animal production
according to product quality and quality assurance in Germany with special regard to the
economic impact?

2 Implications of changes in the general framework of the German pork market

Changes in legal market conditions comprise developments of agricultural policy in interna-
tional trade and within the European Union as well as aspects of food safety and animal wel-
fare. They influence the competitiveness of the German pork production sector.

2.1 Changes in trade regulations, EU agricultural policy and EU enlargement

The following factors will increase the excess supply of pork in the EU and lead to price pres-
sure:

• Cutback of subsidised exports. In the range of the ongoing WTO- negotiations, the EU
already conceded a cutback of subsidised exports. However, this restriction becomes less
binding in the face of the support price reduction for cereals which lowers the feed costs
and increases the competitiveness of pork on the world markets.

• Increase of minimum market access.

• A reduction of pork consumption. Although the Agenda 2000 does not imply changes in
the market organisation for pork, the reduction of the market support price for beef results
in a shift form pork to beef consumption, especially in the processing industry.

A decrease in supply of pigs and pork in the present EU countries owing to the EU enlarge-
ment is not expected in the short- or medium-term.5

The changes of these general market conditions can be summarised as follows. The changes
in trade regulations, EU agricultural policy and the EU enlargement will have significant im-
pact on the German pork market. Additional supply weakens the competitiveness of European
exports on the world export markets6 and leads to increasing price pressure on the EU market.
Marginal suppliers will be forced out of production. This especially affects structurally weak
regions in Germany where cost disadvantages already exist.

2.2 Food Safety

The following product damages are related to the production of meat:

5 WINDHORST (1999), p. 80.

6 Different studies emphasise that the production costs, e.g. in Canada and the USA, are overall lower than in the
EU. Compare: BREWER, KLIEBENSTEIN, HAYENGA (1998). - HAYENGA et al. (1998). - ABN AMRO-BANK
N.V. (1997).
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• Contamination with micro-organisms. It is estimated that about 20 % of human cases of
salmonellosis are caused by consumption of pork.7

• Other contaminants and residues.

• Foreign bodies, e.g. broken injection needles.

The EU’s goal is to protect the consumers’ health by increasing the standards of food safety to
the highest level possible. This shall be achieved mainly through8

• control of food in every step of production. The planned General Food Law requires the
implementation of elements of hazard analysis control principles, and the observance of
hygiene rules in the whole food production chain. The adaptation to the pig farmers’
situation is put up for discussion. The proposal contains explicit principles for good prac-
tice in agriculture.

• traceability. To improve traceability also for disease prevention and assurance of origin,
each EU country has to implement a central database where every pig movement has to be
registered. The database requires electronic labelling and identification systems that do
not exist in Germany by now.

• including the agricultural production into the product liability.9 In the past, it has been
difficult to trace back product deficiencies to the farmers because it was not possible to
differentiate between the single products. Agricultural products are often mixed up in the
process of united storage, transportation, cleansing, processing, and marketing. Addition-
ally, agricultural products are usually distributed without any individualising packaging
and labelling.

The German Ministry of Agriculture objects to the establishment of a database because of
difficulties in realisation and already sufficient existing rules.10 German measures to improve
product safety support the reduction of pig transports and of mixing up different origins as an
indirect prevention. The fees for pest insurance, e.g. in North Rhine-Westphalia, are lowered
when fatteners receive piglets from only up to 3 farms.11 In addition, the German government
started a national eradication and disease control programme against salmonellosis in pork
where participation was voluntary. It was abandoned by the end of last year because of a lack
of interest. At the moment, the ministry plans to introduce a directive. Fatteners will be le-
gally forced to control the slaughter pigs concerning salmonella. Samples have to be taken
and controlled at the slaughterhouse.12

It is obvious that the German pork sector only follows the EU legislation without own initia-
tive. The implementation of higher standards in food safety causes additional expenses but
this is valid for all producers in the EU. As quality assuring measures are subject to cost de-

7 STEINBACH, HARTUNG (1999), p. 299.

8 Commission of European Communities (2000).

9 Directive 1999/34/EC.
10 INGWERSEN (2000), p. 8. - Council Directive 97/12/EC. - Verordnung zum Schutz gegen die Verschleppung

von Tierseuchen im Viehverkehr (Viehverkehrsverordnung).

11 BOWINKELMANN (1999), p. 30.

12 BMELF (1998). - N.N.C (2000), p. 20.
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gression, the competitiveness of large scale producers increases even more. Marginal produc-
ers will be forced out of production.

2.3 Animal Welfare

Animal welfare is supported because of ethical aspects and concerns about product quality. It
is directly connected with performance measurements and with the application of veterinary
medicine. It also affects the quality of meat. Proper animal keeping reduces the susceptibility
for diseases. The two main tendencies are

• the EU wide prohibition of (fully) slatted floors. Slatted floors are widespread in the EU
and also in Germany because of advantages in labour productivity.13

• intensification of the German animal welfare legislation. The Federal Constitutional Court
is likely to check the conformity of the German regulations of pig housing with the Ger-
man law about animal protection as it was the case with laying hens. If it is found not to
be conform, the German legislation may be forced to improve the pig welfare standards to
a level above those of the EU. This unilaterally increases the production costs with the
consequence of reduction in German production.14

Although the standards for pig keeping are raised in the EU in general, especially German
producers suffer from additional production costs because measures in animal welfare are also
subject to cost degression. The marginal producers in Germany will have to give up produc-
tion.

3 Requirements of the demand side for pork

The demand side consists of consumers, retailers, meat processors, large-scale consumers,
gastronomy and catering. These groups request different quality items according to their
goals.

3.1 German consumers

When asked to rank quality characteristics of meat according to the importance in buying de-
cisions, the consumers mention elements of product quality, measurable at the product itself,
and of process quality not measurable at the product.15

• Product quality comprises flavour and taste, appearance, health aspects (e.g., low fat),
packaging, juiciness, and frying characteristics.

• Process quality includes elements of animal welfare, product safety, regional origin, ecol-
ogy, and labelling.

13 ZDS (1999), p. 7. - RATSCHOW (1999). - FRANKE (1999). - ZDS (1998), p. 140. – Scientific Veterinary
Committee (1997), p. 137.

14 Tierschutzgesetz. - Bundesverfassungsgericht (1999). - Verordnung zum Schutz von Schweinen bei Stallhal-
tung (Schweinehaltungsverordnung). - Council Directive 91/630/EEC.

15 V. ALVENSLEBEN (1999). - BECKER, GLITSCH, HOLZAPFEL (1995). - OVERHOFF. - WIRZ (1996).
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Since consumers more and more buy cheap offers, their behaviour is inconsistent with their
statements. Although items like animal welfare, traceability and assurance of origin are dis-
cussed in public, the main criterion in meat purchasing remains the price.16

At least, two facts indicate that the price is the main buying criterion for the consumer:

• The growing importance of discounters.17

• The small market share of pork produced under special regulations.18

Only few and limited market segments are left for products with special process quality items.

General trends in pork consumption are19

• the rise in demand for processed meat. At present (1999), pork consumption is at 57.5 kg
again, with 41 kg of human consumption. Generally, the human consumption of meat
consists of 50 % fresh meat and 50 % meat products. From 1980 to 1998, a steady decline
in fresh meat consumption can be observed. It was replaced mainly by sausages, the most
important meat products.

• more pre-packed meat. The still growing share of pre-packed meat and meat products in-
cluding sausages accounted for nearly 40% (1998/99) of the private purchases.

• the increase in out-of-home consumption. The number of meals taken outside is steadily
increasing. About one third of those meals contains meat.

Furthermore, processed meat, pre-packed meat and consumption out-of-home belong to the
overall convenience trend.

3.2 Food retailers

The following trends emphasise the requirements of the food retailers:

• The food market is highly concentrated. In 1998, the top 5 in German food retail had a
64 % share in total sales volume. Most of the meat and meat products are sold through
food retailers. A steady increase in price competition which is caused by the consumers’
demand also affects the meat prices. Additionally, meat is often used as a special offer.
The consumer prices for pork have been declining in 1998 and the first half of 1999 with a
trend to stabilise in the second half.20

• Retailers stated their expectations towards their suppliers in the so-called "Frankfurter
Deklaration". They demand, among other things, ISO certificates, a special status of hy-
giene, a HACCP concept, proper keeping and transportation of the animals, and a certifi-

16 Compare: Problem of social desirability at consumer interviews. BORTZ, DÖRING (1995), p. 212.

17 DFV.

18 E.g., the market share of "Prüfsiegel" labelled pork, produced under guidelines of the CMA, was only 5 %.
The Danish initiative to label a guaranteed proper pig keeping has failed up to now because of the consum-
ers’  unwillingness to pay a higher price for it. - CMA (1999). - ZMP. - N.N.D (2000), p. 28– VERSEPUT

(2000).

19 DFV. - ZMP (1999).

20 M+M EUROdATA (2000). - DFV. - ZMP.
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cate of origin.21 Although products produced under these regulations would be available,
the retailers follow the consumers wish of low prices.

• Butchers lose market share. They concentrate on the high quality segment combined with
consumer confidence and consumer orientation. Sensorial characteristics (tenderness,
juiciness, taste/flavour, smell), hygienic factors and other features (German origin, pro-
duced by taking care of the environment, freshness) are important buying criteria for the
butchers. The price is of lower importance. The microbiological guarantees and certifi-
cates lose significance because the consumers heat and cook most of the meat from the
butcher’s shop and thereby destroy pathogens. The consumers rely more upon a personal
relationship, e.g. with a butcher, than on a quality label.22

3.3 Meat processors

The meat processing industry is interested more explicitly in special quality characteristics
because some elements directly influence the processing. Therefore, the meat processors de-
mand

• a technological applicability determined by a defined protein, fat and water content, and a
defined pH value.23

• good microbiological condition. High demands towards the hygienic level result from the
fact that many meat products such as raw salted meat, raw sausages, minced meat (con-
tributing to more than one third of the consumption of meat products) are not cooked at
all, neither in processing nor in the household and bear the risk of containing not de-
stroyed infectious pathogens. Additionally, there are meat products only heated in proc-
essing, such as cooked salted meat, boiled sausages, cooked sausages, and aspic products.
They also account for more than one third of the meat products' consumption.24 In addi-
tion to the health risk for the consumers, undesirable micro-organisms can disturb the
processing.

• no residues. The products have to be free from residues such as environmental chemicals,
veterinary medicine, growth promoters and foreign bodies,25 because they also can nega-
tively influence the production process.

• uniformity of the supply. Meat processors demand uniform supply and a standardisation
of raw material26 in order to better control the production process.

Other features concerning the agricultural production are of less importance. Instead of label-
ling the origin of the raw materials, the regional specialities in processing should be stressed.
In addition, the brand of the processor is more important than the labelling of the region.27

The regional origin might be interesting for special segments but the processing industry that
distributes nationally would need a great amount of meat which is not available in one region.

21 PETERS (1996), p. 59.

22 DFV. - PETERS (1996), p. 74. - WIRZ (1996), p. 57. - V. ALVENSLEBEN (1995), p. 56.
23 SCHMALHOFER (1999), p. 51. - TIMM, HERRMANN (1996), p. 112.
24 DFV.
25 VOGELSANG (1997). - SCHMALHOFER (1999), p. 45.
26 POTTEBAUM (1996), p. 120. - VOGELSANG (1997).
27 POTTEBAUM (1996), p. 39.
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Although not explicitly mentioned, the price is also of importance for meat processors be-
cause of the consumers’  wish to buy cheap products. Additional value cannot be conveyed for
most of the products by the meat processor. This is caused by the distance to the animal and
the fact that meat often only remains a small part in a composed end product.

3.4 Large-scale consumers, gastronomy, and catering

The increasing importance of large-scale consumers, the gastronomy and catering is closely
related to a reduction in household size, the greying population and the convenience trend.
Just as meat processors, this group has difficulties to convey additional process qualities to
their customers. Especially large-scale consumers are forced to buy cheap meat because of a
limited budget. Additionally, gastronomy and catering services depend on good taste but less
on process quality.

3.5 Conclusions

The demand side mainly concentrates on low prices and the hygienic quality. The consumer is
not willing to pay more for further quality elements. The segments with special guarantees for
process quality characteristics are small.

4 Implications

The development of strategies for adequate quality assurance and product safety requires the
consideration of legal aspects and demand of consumers. The mentioned aspects show that
quality is defined differently by every market participant but still the main criterion remains
the low price, followed by hygienic aspects and a sufficient amount of standardised meat. To
participate in the different market segments, the German producers have to fulfil certain re-
quirements. Those are described for the following demanded product and process qualities:

• Low prices. In general, the German producers are badly prepared to meet this issue be-
cause of already existing disadvantages in production costs. Developments in trade, the
EU agricultural policy and legislation in addition to the consumers' demand will increase
the disadvantages. Furthermore, the importance of the price for buying decisions is
heightened because the possibilities of quality differentiation are reduced by the intensifi-
cation of legal requirements. Increasing price pressure implies the reduction of production
volume especially in structurally weak regions. Other countries such as Denmark or Spain
are going to fill the gap until they are forced to stop their expansion in production. The
German producers must lower their production costs mainly through improvements in
structure to gain profits from in economies of scale.

• Hygienic quality. This issue is mainly fostered through legislation. In addition, the market
segment of meat and meat products which are hygienically sensitive is growing in impor-
tance. Again, the German producers are badly prepared to fulfil the requirements in com-
parison to their main competitors because of the low organisational degree in German
production. The industry hardly benefits from existing relationships. It forces the pig pro-
ducers to become part of an uninterrupted system to trace back products from the store to
the farm in case of product deviations. Another advantage would be an improved adapt-
ability of the pork sector on changing general market conditions. The starting point has to
be the protection of animal health. Therefore, basic elements have to be a standardised
registration process, which starts with the registration of all animals and animal move-
ments on every farm and obligatory regular veterinary care and advice. Due to the large
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variety of specific operational characteristics, a general framework has to be built up with
concepts adjustable to every farm’s situation. It has to be considered that means of quality
assurance are subject to degression of costs.28 Due to already existing disadvantages, the
efforts of German producers should be restricted to fulfil the legal requirements. Addi-
tional measures to take are improvements in structure, namely the increase in the average
stock size, and a higher organisational degree.

• Large uniform pork cuts. Prerequisites for large uniform pork cuts standardised according
to customers requirements are the production on large-scale farms or the co-ordinated
production in organisations using the same genetics and production methods and com-
bining the animals to larger units. Due to the special situation in Germany with mainly
small scale farms and unorganised production, an intensified co-operation and increases in
the average pig stock size are necessary to achieve the goal. Firstly, regional co-ordination
should take precedence of national co-ordination due to regional characteristics. When
established, national measures can more easily be implemented, respectively the pooling
of desired qualities and co-ordination of the sales-volume.

• Process quality characteristics. Only a small market segment values process quality char-
acteristics, such as regional production and animal welfare. Additional supply would
lower the price and displace the marginal suppliers. Although consumers express their
willingness to pay higher prices for food from the region or for animal welfare, these
higher prices cannot be achieved because the supply with qualitatively equal products is
bigger than the demand for higher priced products.29 So, it does not make sense for most
of the producers to invest in these market segments. Animal welfare has to be improved
mainly in accordance with increasing standards in the hygienic quality. Controls of hous-
ing systems have to be adjusted and tailored to individual operational conditions and spe-
cial forms of housing. In order to prevent product damages caused by exhausting trans-
portation, a regional co-ordination is required through a well-balanced relation between
places for sows and fattening pigs. Again, larger farms profit from cost degression effects
so that German producers should increase their stock size.

In order to achieve a sustainable pig production in Germany, the main qualities that have to be
assured are a low pork price and a high hygienic quality based on legal requirements. This
goal must be supported by reductions in production costs mainly through increases in the av-
erage pig stock size and a higher organisational degree.

28 SIMONS (1999).

29 WOLFFRAM (1997), p. 89.
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