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iiﬂ'-ﬂ:‘:;:ra:‘ Policy Analysis Component;: NARP, It should ‘not be further
gircxizied or guoted without Pérmission of ihe Undersecretary  for '
dgricelizro! Fconomics and Statistics, - Ministry of Agriculture and @ Land
Beclomeiin-, Inguiries rmay be' made 10 the Undersecretariot at 7 Nady El  Said
Screer zsecier end Cowmpantes Building - Dokki, Caire, Egypt.
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MASELTERT IR FAT TEORE NOLICY

VDL MTeIeis OF SHE ROTE OF THE TRIVATE SE ECTOR

L8 P bt u-.JEICa {)E ‘L:TL. Tud]"!lf'-".."l. AMPORT MARKED

Tz el Wd Moeal nporks in %tal Oonsumption

T2t 1o 1975 ] weak u'p:-rtsf-aere 5% to 10% of total red meat

o <o~y P A ....-L'—?'.':'l. 0En %.9‘?5 and TE}BE the share increased ‘tﬂ 20% to

:.-::-;.' Ho=ver, there' a 't:r:-.g jump in the share c.'nf total

.'_.._I {

_ = :mpwt-s during the last -half of the
_-:'ﬂ..:ﬂ, 1535-1963. Tdhlg 1 Ehm.rs that the share rangsd between

rene=third in 1988 to 4:t-.%g=j.n~1sa?-.- b

HowoT

vl B ARk e
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Toble 1— Tod Moot production, Imporis and Consumption,

T ugypt, 1985-88
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_:i Dc‘f“"stu. D:eit'ctlﬂn _u:m] tons 13"-1 363 358 345 |

il Imports (200), tons |212 215 262 177 |

| % of total consusphieon | 39 47 42 34. |
Lt )
: o '
| TN, S S S " |
§

Trersis An Svrerks aod Demestic Production of Tied Meat

Dod noms frents vanaged 20,000 0 30,006 bons A year until 1975,
T cpmpbity Cjugesd Is'.h..e 8 M ¥ -}J.& drlng the inst half of the 1570s
and racchaed 129,000 to"ﬂ:s 1_11 1931. Imparts coicimed 'tn'-lclimb ard
reazhizd = mavimum  in 1987 of 262,000 tons. They dropped to 177,000
Wit . .

tons in 1982, approy nm:;_y the-. quantity imgorted in 182 {180,000
tens). Yhe ousstien is why was there such a drop in the importaticn
c mmd mast in 18807 Was it because of th: market saturation for
imported ol meat or becavss of shortage in foreign f:.:l.lrrenc.y or the
rise in the cchange rate or some other constraint?  This analysis

provides sape of the answers.

FEMIP.doc  06/10/89



-5
I

g

mistorical trend f of dowestic red meat production stagnated from

"

o g 1504, mmapt forr the saall ecxpansion due to the
noiming of bulfale '..’-E'-‘:ﬂ, a project initiated by the public sector
This project  facsd obstacles in sore years which stopped

I e i el *"'Z'Hh"" yoars i1t succeeded in adding
sdscentiy of tons ‘to the lozal ‘r'{—*:] moat supply. Over two and a half
fre—te3, local  preduction  fluctuated  arourd 330,000 tons.
Fiocorsoizns  in domestic yed meat {sug:p].y, othr .~ than buffale veal,
w3 oossted by the density of -l;’.ve-_f:t;:cl-: inventory in berseem areas
;.-rr e irMale  coaoeentxates, whj..:h dotetnine the off-talle rate
= 21lw,  Ib should, also, be mentionsd that fed cattle bulls (2-3
w520 iz the main btype of red meat in Egypt which represents

g - crz-lalf of the domestic production.

Tma ~—-=lizign is that the recent expansion in total red meat
esetizn wns mainly due to ewpansion in red meat imports, rather

thao Somostic [}rcx:'u.lc:'tifm.

i
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W Jegislatien singe 1977 has notimposad any restrictions

; .1r'p':rrts of red meat bw ’due prlvat:.e sector, the goverment has
in the most remnt years that the correspondirg
lithorities have relaved all r.gmaimn:; constraints that might Ilimit

rs:}la of the private sector as irr.lzcrter or trader of mod meat.

f t  source 21 -v:me; aﬁteaplir.:lt value of the red meat imported
i crivate soctor. Instead, this rfigure  was  estimated
ci -l‘:-,i', % subtr.?.ctmg the goverrmental imported quani:it}f,
ot from the Ministry ﬁur supply, from the total quantity
,'v published by the Centiz."'al Department of Quarantine. Table 2

:':t:s'i._:_j:he parcentage Eha.'r:e of the private sector of the total

ty: of red meat mﬁﬂd frm 1985 through 1988.
i &
I |
i ~ Table 2— Share t}_f'_.Eriv&te Sector in Imported

Ped Meat (1985-1588)

';if.ﬁ.iz I FROZEN ‘RED MEAT | LIvE anDRIs @ |

i } ! |
N e

| 1986 i EJ:L = [ W o]

T 1037 ] 94 & I 90 it
{T 1928 1. ﬂ.:'g ; | 8t 4! |
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Bererall , the chare of . the private 'sector in imported red meat

raised sizmificantly n:sve.r the last half of this decade. The private

m becane the dmm.nant importer of red meat, either as frozen
ﬂ“t or live animals '1E This empirical evidence sxq:porbed the success
';‘ palicy armumnﬁ*ltsihy -;mrer:mtal authorities 'I'-Jl'l.idl ermuraqe:l
fﬁ: dorinant role of the private sector in the importation of red

_ﬂ; gven thouoh its role declinad slightly in 1988.

WEr— of Foooried Red Meat

wdled ! oAl daring 1938 through 1988 frozen beef was the bulk
orsed red meat, particulavly if imported frozen liver
WRE LSeS T Iroien meat (liver is sold at the same price as  beef).

Mxr=r  Itv: Enimals  imported, camels were the major type. The share

@f TDoes mezt (including liver) raised from 63% in 1985 to 73% in

ul.

7 but dropped to 63% in 1988.

sectee =2 e roduction in frozen meat as a share of total red meat

@ Tz oeef is the least expensive type of imported meat.

TR S

P [ e A AT -2
[ s
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Table 3— Types of Imported Red Msat,

Egypt, 1985-1988

| IT= | 1585 1986 1987 1988 |

| | ; |
| 5 | =——=——= 1,000 Metric Tons ———|

| Frozaen beaf |115 131 202 96 |
| Liver | 20 25 22 26 |
| Chilied beef | 8 2 0 i |
| Presexved beaf I o 15 P 10 |
| Liva anizals: | &9 50 29 45 |
i Cattla | 23 ig 12 11 |
| shesp &/ 7 2 |
| comele | | 49 24 15 34 |
1 | I
| Total Isperted Red Weat j212 211 262 177 |

f | 14

1/ Iess than 200 metric tons.

ERMIP.doc  06/10/89
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‘or Red leat

- coaorz=d camels are from Sodan. Howsver, live cabtle are

m B

F=z= pitheor African or Furopean counbries. The share of

o a

LTI T sountries increaszed ac the expense of the African

= L - e a8 1 e

Within Purcpean countries, the Fastern Burope share is

With respect to frozen meat, EEC and Ireland

r evport markets. However, EEC i= the preferred one.

I TDE ST TENT

i S e tha preference of a given market coincide with
T T Treizat, i.e. tho higher the share of a given merket, the
< R g Frem Table 4, this import policy rationale

S ey SR with Mive cattie than with frosen meat. Bacausa

irrorted from EEC or even TIoelard, agreemsnts

=:=7 s yemult In the femms of rade to ba for EEC

T= zooivast, the live cattle market is undsr fres parket

P L )
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Walaber fom o Rod Tweab Deporis by Wipolk Farket and CIF Price

I::l‘}':ﬁ_l-L.;uJ':l
: 3
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| i 1985 | 1586 ; 1987 :
; 4
iy o P % 51111% of |cIF Y/|% share of [CIF |% Shars of |CIF !

|E‘11:n 3231.11:03 |Price |Each Scurce |Price |Each Scurce lPri-:e
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£ : bf‘.'ﬂ SONAL uw oF I{El.".i MEAT EIIE‘PIM

L

;.:.;-:.es anal}rm_, tr.r derive a Ir_apnthly seasmal
: frﬁ@l mvaat supu::l;,r in E%’Pt < the per:.-:d

- 'r

Tk 1T

.-1 it o

"C

T Pagon, o BB 0T “ 3 el

Vosre Yieeepr = e auantity of rod mosbt typs j in the year t, and

tha stagz of e oycle ¢ and in the season {mnﬂ‘t} s of the

T = Lime tiond effect (annual)

D osovnlienl effecth
S = seasonal effect . -
I = irregular movement ! | ' ks

The cyclical effect was omitted from this model because the perind |
vas very shert (4 years). The anmual trend was calculated from e _'
_,_ﬂ..:er_r*‘. tinmz  toend | equation’s in teble | }.5' The criginal:

cbzervations of red meat cuantities were adjusted f*'fc:r the trend

effect. usiny cstmted values of ¥, i.e. (Y) frr::mthsaequatm in

table { ). fhe adjxﬂted value'.-.; were used to calmlatg the seasonal

index using the aritimetic mean method. . i ,r'g_' : o 'f 3

ERMIP.doc  06/10/89
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Jazlz {0 ) shows the r.’l:;rivaﬂ seasonal index for each meat type. The
~Si:3s were prosented by illustrative figures (1) - . ( ). The
Faise of  estimating the soascnnl  indexy was  to identify if any
el g 1}31:'1;2 tn of maat aupply could by detected by eac:h type. Such
rotEm, 1D any, would be matched with :the_ lmowm feed supply pattern
iy M for {’.'.‘.:I.*.‘;:-‘.S':-':ir_: ‘meat preduction and the aemal demand peaks
I Both donsEtis ma.a.t and imported meat. If any. pattern was
demecszl it would be a measure of the efficiency cf; the marketing .-
st with rc._.pect to its consistency and regularity ovar a year.
Ilss iz consistency’ betw.::n ‘the domestic versus i:rrpbrt.ad red meat

' o the mar}:eu was ohserved.

Eoowel  Indox of the Surnly of the Cattle and Buffalo Meat.

oot on
The bersac avallahllity plays a dominant role in mealn ‘and  cattle
n.lr i ] :

uﬂ—mn rate fur's-a'_._'_ : I.

gEmen  fodder ava:.lap:.l:tty tyn:: mnths heyond l-lay 'I'hﬁrefore, a'



mnths} before tha mltlva’::.on of

".,‘1‘1:9 :..::-ttm is pln'gtéd ;m I‘ehnm through m.ld—March Slru:e

-'--.-:”“_1__‘,_ ;::- JT_-: [_ rl’-'~"-'§ ;
rE':quI'E time:. Luga‘*epare ‘LhEl]‘: land for cotton seedim; they

I ‘ Lam” 2 3m
- o '- 1.m |- .

f;:'téﬂ"{.riﬁiin the first 2 mthé;of the

':_i-'"'-‘t I '\.
; -.-|b}|" e
};{'HF,,'. i _'ll'.:.

roe =-s:=n berﬂeem.

, L.,‘

i wj{e of culléd cows is. "u.n January.

imjer, except for’ May ‘and July, there is a2 hemogeneity in the

oty drdey ‘f_‘wm:tﬂﬂ‘&t fhe :f-:-ar T-hl is prcbably due '-tﬂ the

Lo atds e 3 =
= 'Tiﬂtiﬁﬂﬂd that Lh;:.re are]- twr:r mam seas:hs (p&"lcds} m, the
.dea-..hn.l for red moat J.mmased rlgnlflcantly These are: 1} Ranaagr-

atyl 2) Ll-adha fecost (2 :u:.'i Kahee] © Theses cccasmns are Islam.c
religious seasols, ‘ihey -';fGllCH’ the islamic mcon year. 'Ihe.refore,
| ) E‘
5 i A
Y 5 i
T

ERMID.doc Enﬁ,}f_lic,f'aé'



their schedule is movable along the calendar year. During the
stiied period (1985-1988), Ramadan came within May while Al-Adha

within July in 1988 and within August in 1985-1987. During
1985358, the seasonal peaks of the domestic cattle and buffalo meat
delive—’ to the market were in May and July. Accordingly, these
pemics w=re also partially price oriented because of the seascnal

demend Incorease.

GEmerr=T Thidew of the Domestically Produced Sheep and Goats

IesTiz==ing table ( ), it seems that the domestic sheep market is
meirly = ssasonal demand oriented model, becausethaslaughterof'
shE=r =o¢ coats is very large during the Al-Adha feast which existed

swe— 1333-1988 within July-August. In July and August, the domestic

mteor —est slaughter was 27.8% and 27.4% respectively, above the

Smamrer, +“he domestic mutton production is partially, controlled by
The _orT season berseenm. The second peak of supply was in May, i.e.

.23 zoov= the monthly average.

Seesore ] Tndex of Imported Live Camels

A1l c=els _slauglrteraﬂdmngsticallyarajnported. They are imported
from Sxi=n. The rainy season in Sudan is sumer. The camels are

EAMTE.doc  06/10/89
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averags.

[ u";’l

T q‘,aa;;,_,«} o mrv:.'ls from Sudan is avely nld hlstorlcaltrerﬂ

.r

Traders have ucqmrad_'_ experience w;|.1;:h the domestic {Egyptlan} nnrket
. . -

perforannce,  Uhey know that the mininum supply of dmesnc meat is '

ab the koginudny of the long season . borsecs (Hovember).  Therefors,
T = .

o By T mrm*@!:mtﬁ- the numb:er of comels delivered to the

Bovetirs weriet within this peried. Thn2 inported comads  in Nevember

; 3
wasre 255 olinva tha ﬂ!mthl}r ohVErade. i

A special  fvpe of upartai camel is deliversd to the mrkﬁt n:‘-allaﬁu
: soring-caslo. They ar& delivered to the moviet in urt:h and April_
{du*mg tho .=-ms':.1.1's:ﬂ|'$r 'Ihu:ﬂy pravide premium ql.wl'ity mrrel maat (l-*: h

o
Years old). ‘They are meither m

t dmtlc: newl y
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mll-dacufww

Tenle |, ciearly, shows that the bulk of imported live shesp is
emoer+—=—a5  within the period of BAl-Adha feast, i.e. July -
Rppmest.  Im July, the quantity imported was 629% of the monthly
mmrage. .oporters insist on importing them &ne month or a few
mmei= be“=ve slaughter to feed them on grain to improve the quality
of pe=t. The oconsumer sometimes prefers to slaughter them at home..
Tes = morchases the lambs a few weeks earlier (before Al-Rdha).
fo———3inclc, even though that Al-Adha days ocoarred thres times in

m=rmef Szr such ocgasions in July.

Sessmra” Trdsx of Imported Live Cattle and Frozen Meat

Tels * shows that there is no identified pattern of seascnal
geme—r: <-r irported live cattle and frozen meat or as a substitute
s~ Arestic meat supply. It is an irregular importation movement
A—rc *“<he year. However, it could noticed that during the
velimmos occasion period (May-RAugust) the quantity imported of both
symes was —ich higher than the average.

§—= —=as-rs {constraints) could be raised:

-

FP.doc  06/10/89



hvailahilitycffmﬂsmhardmrrencyta finance the imported

batches either by the public sector or private sector.

The fiscal year ends in June and begins in July. The public
sector authority usually tries to spend the quota of foreign
currency allocated for importation within these months,

otherwise the reminder will be returmed to the goverrment.

Delay in the approval to deliver the impcrted batches to the
damestic market by the private sectors, due to procedures

impesed by the goverrment.

Conclusions

In the short run, the red meat quantity in the market has the

following seasonal pattern by type: :

Whereas the domestic cattle arnd buffalo meat in the market is
mainly determined by the green fodder supply and partially by
the seasonal demand (Al-Adha pericd), the dgmestic shesp meat
supply is mainly determined by the seasonal demand (2l-2Adha

pericd).



Whers==, both imported live camels and mutton have an
eyriz_~a~e seascnal pattern, both imported live cattle and
frozen oeat have irreqgular unexplainable seasonal patterns.

Wer==s The seasonality of imported 1live camels is mainly
cxt~=_"ec by the rain-season in Sudan and partially by the
mal_ati oy of domestic meat in the Egyptian market, the
ssmscrz_ ‘T of the imported live sheep is entirely controlled

dqw A -X= period.

Becmxs ——crted cattle meat (either live animals or frozen) is
the = imported type and its seasonal delivery to the
m;uaﬁr*kethasmtstﬁmw pattern of consistency with
the Zrestic supply as a substitutes, it is expectad that the
mprr—st =d-meat marketing policy in the short nm would not.
Deve = sigrificant effect on the consumer red meat price
L % »lanned Irarket.lng - policy for the imported red meat

heworc Th= cuality constraint) is required.

-
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SEASCRIAL THDICES OF DOMESTTC PRODUCED CATTLE

BOFFALD MEART (1985~ 1588)

b Annesr

i
]

Sources: Table

imy,
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FIG ()

SEASCHAL INDICES OF DOMESTIC PRODUCED MUTTCH

(1985- 1988)

(3) Annex

Manth

e
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SEASCNAL, INDICES OF IMPORTED LIVE CATTIE

(1985~ 1988)

Source: Table { ) Amnex
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FIG ()

TS e T ey, LINE, . CRNETS

; (1985~ 1588)
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FIG ()

SEASCHAL TNDICES OF IMFORTED LIVE SHEEP

(1985 1988)
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ZIRECHAL TNDICES OF IMECRTED FROZEN RED MEAT
(1285- 1988)
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CONSTRAINTS AND OBSTACIES iHAT LIMIT EXFANSION

OF RED MEAT TMPORTS BY THE PRIVATE SECIOR

Cmﬂy,thequantitynfredmeatimpcrteﬁinﬂlelasthﬂf of the
eighties was much hicher than the early years of the decade. Also,
private sector chare of imports were more than 85% during the second
half of the decade in comparison Wlth only 15% in 1981. In the
seventies and early in the eighties, the limited quantity imported
by the private sector was for special demarnd, i.e. for restaurants,
hotels and similar kinds of retailers. Currently, imported red meat

iz availsble to all urban consumers and partially to rural consumers.

In 1988, two changes occurred in the importing of red meat. There
was a sudden drop in the total quantity imported in 1988 to about
176,000 tons while it reached 262,000 tons in 1987. Also, the role
of the private sector dropped, while the role nfthe. public sector
raised. With respect to the public sector, its share raised from
16,100 tons in 1987 to 31,300 tons in 1988. The private sector
imported 245,500 tons in 1987. This quantity dropped to only
145,400 tons in 1988. The major shrinkage in private sector share
of imports was in frozen meat which is the cheapest type of meat.
In 1987 the frozen meat imported by the private sector was 219,900
tons but it developed to 107,500 tons in 1988. The private ——
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mmmTIEL met= SRSt 2= live animals in 1988 compared with 1987, i.e.

e —r= = Z=:z: 2% 35,600 tens in 1987

=memt o= =ma=’oEis might conclude that the drop in the private
— o= I =3 meat imports in 1988 was an occasional
mmeTmercs W= 2= Zerived from the current stagnation in the
07 ol e, Emevsver, the agthor believes that there are
" =7 I czonstraints that may have l]II!IJ_tEﬂ tha share of
e s=—mcC = =2 meat jmoerte, partioularly frozen meat. One

e =0 T Zzmend 20¢ the other limits the supply.

immme. T=meoc 2o Trported Frozen RBed Meat

i T = lismzes confimm this issue. This study summarizes

e e s K =~ T

= —2==l Z=and function for red meat by +types (6 twpes)
EETws ST T2 Irozen imported red meat is a substitute only
——== == and tuffaless (20% of total consumption)

— 7= I=Io=mt Increase in imported frozen red meat causes only
- —=--anT Z=crease in the domestic meat consumption from
mE— === o>ws and buffaloes (low quantity type of meat) at

T ==, e substitutability of the common good quality
== E==t Toe, l.e. damestic red bulls (besf) for the frozen

INE.aoc U8/ a0yES
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The estimated weighted average of income elasticity of imported
- frozen rﬂd-ma;t is 0.3 while it is more than one for damestic
fresh meat. One percent growth in the real per capita income
leads to an equivalent increase in domestic red meat
consumption, while it leads only to 0.3% increase in imported
frozen red meat consumption. Among - income classes, Table 9
shows that the proportion of the population that consider the
imported frozen red meat as a camplete substitute for domestic
~ red meat has decreased over time while the proportion of the
population that considered the imported frozen red meat as an
inferior good has increased over time. This performance is
mainly due to poor physical marketing efficiency and a
perception of guality of imported red meat in the consumer’s
mind from past experience (as discussed in the following

sections).
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Tac e <— TIncaree Elasticity of Demand for Imported Frozen Meat

Amonyy Foprilation Classes Over Time 1/

INCME FAS"" "7 CF | SUBSTTTUTABILITY FOR | POPULATTION PROFORTION|
IMECRIIT FRCCDN BEED MEAT |DOMESTIC FRESH RED MEAT 1964  [1975  |1981 |
I I | | I

| | ~————Fercent————-|
| Hy r | |
> i |Full sSubstitute |42 |39 | 0.0 |
E 4 2 |Restricted Substitukte |44 |45 a4 |
Ew & |Non Substitube |15 |16 |56 |
| | | 1 |
= &= —m=mme e =sticity. Income elasticity of demand for damestic
Bl d mem s—c2le one for all incoime classes.
G =L TEo:cient Marketing Services

W =mm_=T_v= deverioration in the frozen meat quality occurs
#uremr e r=tail marketing phase. Deterioration in its

mum_ 70 Secreases  the demand volume. Among those poor services
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b)

c)

d)

£}

S -

Lack of efficient port handling facilities;

Transportation facilities for loading frozen meat are
inadequate and/or storage is inefficient;

Packing and processing plants are pcoor and inadequate;
Retail storage facilities are poor;

Private sectar agents (imperters) are often
milti-cbjective. They do not have their own marketing
facilities which lowers the expected efficiency and raises

the risk and costs of marketing services.

Although, statistics on cold storage capacity in 1988 were
not  available, the state augthorities cited that the
capacity is quite adequate. In 1982, there were 15,125
tons of cold storage capacity in the public sector and
67,931 tons in the private sector. Assuming a storage
pericd of one month per lot, the available capacity was
6,921 tons per month. The average monthly Iimported frozen
red meat, poultry and fish in 1982 was 180,000 tons, i.e.
with an average of 15,000 tons a month, i.e. there was a
shcu:t;ag*emmldstmg&efacilitiasatthatﬂm.m
1987, the total imported frozen red meat was at the
maximm i.e. 201,500 tons which implied 2 storage capacity

of 16,7%2 tons per momnth.
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there are two indicators that the future freezing

__ capacity will not be adequate.

1588 the frozen red meat imported declined +to
35,400 tons, i.e. 7,950 tons per month, probably due

> 2 shortage of storage capacity.

=n if the cwrrent capacity is adequate, this report
the quantity required to be imported in
,inlazﬁartnstabilizeﬂmretajlxmiﬂeat
IE 10.6 per Kg, was 367,000 tons, i.e. 30,583 tons
month, i.e. around twofold the maximm hypothized

acity in 1987, i.e. 16,792 tons. If this
Iypothesis  of inadequate freezing capacity is
accepted, the estimated amortization costs per ton
for establishment of additional capacity would be not
less than IE 350. This value should be added to the
 price of each imported ton of meat.
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3) Consumers have become very conservative towards
frozen red-meat because their past experience has
been negative. Up to the mid-seventies, the
goverrment was almost the only importer of red meat.
The price was highly subsidized which caused the
goverrment to import a poor quality of meat to
minimize the subsidy burdéen. Also, the handling
through state marketing channels was very poor which.
caused quality deterioration of the frozen meat
quality. Thirdly, imported frozen carcass is mach
more likely to detesriorate under poor handling than
boneless cuts because of the existence of bones and

fat with the meat.

-&xﬂmjmsthatmﬁtamplyafmnedbhat

The private importer who finances the frozen red meat trade faces
low investment incentives and risky type of enterprising because of

the following market performance characteristics:

1. hverylmfbcadpmfitmrginateaﬁstageof_ﬂm frozen red
meat market in comparison with the domestic fresh red meat
trade. The profit per ton of frozen meat is fixed at: Us $19
per ton for the j:nporter;' 1E 20 per ton for the wholesaler;
IE 20 per ton for the semi-wholesaler; and IE 70 per ton for

the retailer
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s = theEgyptiancmsmner’qu.uﬂspmadmmgall
b= meat market. It is clear that all stages acquire
the consumer’s IE as an aggregate profit, i.e. as
= value of IE 146. It ranges between 0.6% for the

semi-wholesaler to 2% for the retailer.

same year (1987) for d:mestic: red meat (beef)
'ﬂmuhnlesaler acquired 7.6% from the consumer’s
~ IE 559 per ton as ‘a profit. The retailer acquired
.m the consumer’s IE, i.e. IE 205 per ton. In
as the profit margin of the domestic red meat
$ IE 854 per ton, i.e. 11.7% of the consumer’s pound it

" IE 146 i.e. 4.2% of the consumer’s pound for imported
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Table 7— Distribution of the Consumer’s Egyptian Pound
Among Different Imported Red Meat Market Stages

| ITEM OF COMPARISON |IE PER TON |% OF

I I !

J I I

|CIF price per ton ($-1 = IE 1.92 in 1987) |2320.7 3 | 6.3

| Banking Expenses [5% of CIF price] | 116.0 | |

| Interest and Finance Expenses | 348.1 | | 13.3

|Profit for Importer Company ($19 per ton X IE 1.92) | 36.48 | (1.0

|Step-wise Fee (1% of CIF price) | 18.56 | |

| Imports Fee (1% of CIF price) | 23.21 | |

|VIT. Carantine Duties (ILE 5/ton) | s.00] | 1.4

| Investigation Duties | 1.00 | |

|Re-investigation Fee (LE 2/ton) | =2.00] |

[quaensesmtnthemldgtnremthepﬁrt | B.EIT[

|Cther Bpenses | 364.80 | | 11.2

| Transportation Expenses from the Cold Store | 1]

| to outside the port | 20.00 | |

|Profit Margin for the Wholesaler | 20.00 | 0.6

| Storage Expenses | 25.00 T |

|Less & Wastage Costs (0.5% of CIF) | 11.e0 ] | 3.6

|Packing & Processing Expenses | 90.00 | |

| Semi-Wholesale trader’s profit | 20. | 0.8

|Retailer Profit | 70. | 2.0

| : | |

| Consumer’s Price |3501.26 |100.0
I I
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== zTant cannot stay in business with these fixed

i

' te==ins for the frozen meat market and even if he tried

H

== —-= rrofit at least to 50% of the domestic meat market

e w#o._- == b= able to compete with the public sector supply
= e —<- —==xet in state stores.

g mermes z=-lie>~ there was a sharp drop in frozen meat imports
= whe  zritvate sector  (the shrinkage-was almost 60% of 1987).

mmr oo 2omeshtic prices increased in 1988, imported red

m=st o=z -2z as competitive because of changes in two major
Tre zrzas CIF price incressed from $1209 to $1445, i.e.

szrge rate increased from IE 1.92/US dollar to

I U5 dollar, i.e. at a rate 22.4%:
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Therefore, the retail price should have increased by
42%. BAssuming the same fixed margins, the retail price
be IE 4.97 per FKg. However, if the private sector wanted
acquire the same margin of profit as exists for the
fresh meat, i.e. 11.7%, the retail price at private stores
would have to be IE 5.62 per Kg which would be considered
eithe:.r an illegal price or at least it could not compete with
the public sector price. This situation would be particularly
true in wview of the fact that state stores sell fed buffalo

bulls from the veal project at subsidized prices.

If the private sector tried tomove to a higher income class
(the majority around the average) good quality frozen red meat
cuts would have to be imported. In 1988, the CIF price for
gocd quality was $1900, i.e. 31.5% higher than the average
price of the regular quality red meat imported in  1988.
Accordingly, the profitable consumer price would be IE 7.1.
Such a price would not compete with the domestic fresh meat
price (good quality) at IE 10 per Kg. Constmers (with income
level above the average) would prefer to have less quantity of

domestic red meat (one third less) at IE 7.1 per Kg.
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permission to deliver the frozen red meat to
(around 20 steps). The banking services to

letter is also tedicus.
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BFOIECITONS OF RED MEAT PRICE 1992

The second Five-Year Development Flan (FYDP) (1987-1992) ends in
19%2%.  Therefore, the retail price of red meat in 1992 was
forecasted, given the 1986 level as a base year, and according to
the major targets within the FYDP that affect the demand for red

meat.

Cemarel for Red Meat

The price flexibilities of the demand for red meat (fed beef) were

estimated from a recursive model of demand for meat as follows:

1. Adecreass by 1% in red meat quantity increases its retail

prics by 0.41%.

2. An increase by 1% in real anmual per capita income increases

the red meat price by 0.31%.

ERfIP.doc 06/10/89



recort of the FYDP showed that the ammual economic

=

- === i= expected to be 3.9% a year. However, due to changes
=l macroeconomic variables 1/, since 1986/87, this study
R anmual growth rate of only 2%.

Froduction of Red Meat

=T croject  within the FYDP is the fattening of the
= czlves (males). This project is expected to add 75,000

°C  tons carcass weight by 1992, i.e. with an average 100,000

=¥, this study forecasts the retail price level of red mest
=ov=n the two major changes mentioned above as follows:

of Income Growth (Demand Increass) on Retail Price

== r=al per capita income increased by 2% a year, the
=__ price of red meat in 1992 would be IE 18.1, i.e. arcud

of its average in 1986.

wvariables are known, but beyond the limited scope of this
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2. Impact of Production Growth (Supply Increase) on retail Price

If the fattening of buffalo veal project reached its target,
i.e. 100,000 tons carcass weight, 1.75 kg per capita per year
in 1992, the retail price of red meat would be less than that
level expected due to the economic growth, i.e. it would be

LE 16.7 instead of IE 18.1, i.e. 8% less.

Jmpact of Retail Price on Prices at Other Market Stages

It has been shown that red meat is a demand-oriented market.
Therefore, a recursive model is used to forecast the price of red
meat of the derived demard levels, i.e. wholesale, producer (fed
beef) and farmer (feeder calf). For mere explanation, the producer
means the feed lot operator who purchases the feeder calf (the calf
raised by the small farmer up to the age and weight suitable for
commercial fattening). The farmer is the conventional small farmer
who is the major livestock breeder and raises the calves up to the

suitable weight for fattening by the feed lot operator.
Therefore, table 11 sumarizes the sequence of red-meat price

increases derived frum the retail price increase due to econamic
growth and/or buffalo-veal fattening project achievement.
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Table 8— Forecasted Price at Retail Ievel

and the Successive Marketing Stages 1/

|EconaMIc | % | ECoNoMIC | % |
| GROWIH |1992 FRICE | GROWIH |1992 PRICE|
ESRKETING | 3% | To |ADDITIONAL, | TO |
|ANNUALLY  |1986 FRICE |SUPPLY OF | 1986 PRICE|
| (DEZND [ | 100,000 TONS | |
| INCREASE) | [ | |
| wmrg | s | mme | & |
I | | | i
I | i ] f
ion - 118.1 |329 [16.7 |303 |
price |14.5 [329 . |13.s [316 |
| 8.1 | 360 1 8.7 | 346 i
H P H.4 |213 [:5:3 |208 t

=l from a recursive demand model, where red-meat is a

criented market.
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Fole of Red Meat Immorts on Price Stability

Tn 1988 the average retail price of red meat was IE 9.9 per
kilogram. Price stability means a moderate increase in the price.
Up to 4% anmial inflation in price level is reasonable. Therefore,
& Ieasonable target for the red meat retail price in 1992 is
LE 11.59 per Kg which is the 1988 retail price inflated by 4% a year.

Under the asmumtion of Fynp Success as shown in table 11, the
retail price in 1992 would be IE 16.7 Per Kg. To reach the target
level of IE 11.59 per R, red meat would have to be expanded in 1992
by 357,000 tons above the epected level (using the price
flewiiiity from the demand function referred io earlier). This
quantity (357,000 tens) should be the target of imports policy in
1882. In 1983 the quantity imported was about 177,000 tons. The
reimm inported uantity was 262,000 tons in 1987, The additional
Expansion in red meat imports above the 1988 level should be about
180,000 tons.

Yanged bBetween 1.3 for imported live cattle to 2 for boneless
imported frozen scuts, Heshcmadthatij@artedredneatmthefom
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carcass ardl fiozen cuts are the cheapest type of meat.
papzr (1582} provided evidence that highly increasing
Germntic red most wonld bave persistad, because of almost
solr & highly increasing price of fesder lf (More

f of the neet production costs).

ScaTion of ithe fres exchange rate ard the intermational
I increcent years, it is assunsd that the dorestic red
=s  become closer to the border price., Tebles 9 and 10
Tated nowinal rate of protection of® donestic price 4o

e TR, G o - . T I g, | T [, SR .
oS oD o A R vhe e tahles qndiomtae ._,L'l;;l__..

S 5 i e Nl s . g Sy 3 i | e
=== o apmarted live snimals; wrices were higher than
A e L T = - N AR o o il - -

> FTicEs o ABED andl they wore ecuivalent in 1986,

oy e e T B TR - mlnmm e At e g

= T TR A el e | ML b - SNe o DorTer o K2 15

ZTUE. the herdoer price of live anindls wes 2lmost
es tha domestic one, beczuse the price increased by 7%
and 1838, while the damastic one raised by only
conclusicn is that to rely upon importing live bulls

Is not 2n econcmic policy.
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With respect to imported oot mews. T Soessus o= SesT
price is always much Fioes ThEr The o pewss of Smoorosd
frozen meat at a comparstli:s maoeEr some Suew o @EDE Sooos .
The domestic red meat crics wes 1 acowe o S o - -

1985 and this difference syzandes == W5  DOEE  (MDwels 1D

?’l
4

Therafore, assuming the o= T = —w doessssts g Swoo—=S
beef is the sawe, the polic: =3 4 5= = owmae < Jo-— =

of imported red meat.

0]
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2 ¥Neminal Rate of Protection for Domestic Fresh
Borsless Meat V8 Eguivalent Live Animals

SIS |ENCHANGE |EQUIVALENT |RETATL |DISCCUNTED | NOMINAL

B

TS | RATE |CIF FRICE |PRICE |PRICE FOR | RATE OF |

IE  |PONEIFSS  |IE/KG |MARKETING |PROTECTION|

=2 | TER |MEAT (KG) | | MARSINS | (6)/(4) |
s | IE [ | ke | |

{3} | (4) b3 | (8) | (7 i

| | l l |

| t i | !

1.60 I3.62 j4.23 |3.36 |C.96 |
1.20 j2.71 |4.98 | |3.99 [1.07 |

2.19 [4.13 |6.30 |5.04 |1.22 _|
2.30 l6.54 le.13  |6.51 |0.92 |

== <he ecstimated marketing margin  between
| gt =e 20% for equivalent boneless meat.

ERMIP.doc  06/10/85



t 1

I |

| | us 8
| | PER
| | TON
1 |

I 1

| @
l 1

|1985 |1262
|1986 |109%
| 1987 |1400
|1988 |1445
l |
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Table 11 shows that without any expansion in_the supply and with
successful economic growth due to FYDP in 1992 the. consumer will
spend IE 179 for almost 10 ¥y. With full implementation of the
buffalo veal projeck. The expenditure per capita would be IE 194
for 11.7 ¥g and with éxpansion in imported red meat to achieve a
stable domestic price of IE 11.58 per Kg, the consumer expenditure
would be IE 165 fc.:r 17.8 Hag.
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| FOLICY OPTICH

I T L

™ R =L 5E
o 1 e T TR i, S

|
|
|
]
1
1
i
!

'L |srmual Economic Growth 2= - i
|without supply expansicn

|of 100,000 tons from full

I
1
2. |Cption (1) + agditi
|
I

| implementation of the bufiz’:

|weal project
]
1

3. |[Optdens (1) + (2) + dmorbkat- -« 2 il s

|stabilize the domestic red me=- - z, I i

|price at IE 11.58%
|

]

|
J
!
| |ef 350,000 tens frozen beef %= o
|
'
|
|

# The price in 1988 with an anmual i=7":T « e of &

A forecasted” price of the importes Z——oer meer s =wmm

the domestic market

inflation) * (1.2)]

i{1988's prics = LTI T



firally, several research studies show that the feed use for
livesteck has the highest cpporbinity oost in producing milk and
that  rod meat has the lowest priority among animal products for

econonde feed resource alleocakicn.
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