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Objectives, context, organization

Objectives

J Measure and explain the differences of values between the stages of the agri-food chain

J Produce informations shared by all stakholders (about a sensitive subject), in order to improve
relations in food chains

Context

J Agricultural crisis, volatility of prices : costs transmission, divergent variations of the upstream
and downstream prices

] Retail trade concentration

] Legislation (2008 : “law of modernization of economy”, pro-competition, market-oriented ; 2010 :
“law of modernization of agriculture” : adaptation to CAP reform and volatility...)

Organization

(] Statistical and economic working project associating several organizations, not a new
government service, not an Authority of control of companies

] Orientation and validation of the studies: interprofessional steering committee, independent
president (academic), technical management : FranceAgriMer
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General method

1st step :

Retail price of a food product

Prices and

margins by /
product

Prices data
(cotations,
public datas,
ad hoc
surveys) and
technical

coefficients

(experts)

Agricultural product Food process Gross margin Distribution Gross margin
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General method
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2nd step ", . b

Costs by
sector

Ad hoc survey in

major super &
hypermarkets
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______ networks, by
""""""""" Y4 Y FranceAgriMer
data network AGRICULTURE FOOD PROCESS RETAIL TRADE
(FA N) INDUSTRY
ar 1 F
accounts
Agrlcult_ure Proc_es_smg qosts N Costs by store
production costs specialized firms department in hyper-
supermarkets
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Methods for beef industry: 1/ products and chain model

O Products chain : from entry slaughterhouse to 2 products baskets at retail level

1) Cull cow carcass (dairy breed, meat breed and average) reconstituted at retail level
(hyper and supermarkets) in a basket of pieces of fresh meat (included fresh ground
beef) and frozen ground meat, in fixed (anatomic) proportions

2) Basket of of fresh meat (included fresh ground beef) and frozen ground meat, in
seasonal proportions of the real consumer’s purchases in hyper and supermarkets

NB : no result on veal for now (work in progress), small focus on ground fresh meat
Q Prices:

At retail level : Kantar Worldpanel

At process industry level : ad hoc survey (FranceAgriMer)

At agri. production level : public cotations (FranceAgriMer), price entry to the
slaughterhouse (not “exit farm”)

) Proportions of pieces at retail trade level : Kantar Worldpanel

. Modelling of the carcass processing (type of products for hyper and supermarkets,
technical ratios...) : FranceAgriMer and meat sector organizations
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d
d
d
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d Decomposition of retail price into agricultural value and gross margins
U Production costs in bovine meat farms
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d

Conclusion, limits, improvement
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Methods for beef industry: 2/ costs

O Agriculture

1) FADN : costs structure of bovine meat specialized farm, from accounting data
(yearly, 2-years delay)

2) Technical institute (« Institut de I'élevage - IDELE ») : production cost per kg of
animal in various system of breeding in from suckler cows bovine meat farms
(breeders, breeders-fatteners, fatteners); cost including calculated compensations for
non-salaried labour and capital (yearly, 1-year delay)

O Processing industry

1) Costs structure in bovine meat processing industry : Insee (national statistic service)
data base of companies accounting (yearly, 2 or 3-years delay),

2) Costs per kg of carcass processed in bovine meat processing factories : panel of
enterprises, FranceAgriMer (quaterly),

O Super and hypermarkets chains

Accounts by department of fresh food : butcher (bovine and other fresh meat), deli,
(cooked pork) poultry, dairy, fruits and veg, bakery, fish) : ad hoc survey by
FranceAgriMer in 7 majors networks (yearly, 2-years delay)

11
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Decomposition of retail price into agr. value and gross margins

Basket of of fresh beef and frozen ground meat, in seasonal proportions of the real purchases (€, yearly)
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€ | kg meat equivalent
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VAT
mmw Indicator of gross margin in hyper and supermarkets
Indicator of gross margin in meat processing industry
= Cost entry slaughterhouse
—® Retail price of the basket of pieces of fresh beef and frozen ground steaks

Source : OFPM, from FranceAgriMer, Kantar Worldpanel
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Decomposition of retail price into agr. value and gross margins

Basket of of fresh beef and frozen ground meat, in seasonal proportions of the real purchases (%, yearly)
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Source : OFPM, from FranceAgriMer, Kantar Worldpanel
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Production costs in bovine meat farms

Breeder-fattener of baby-beefs

400 -
g 347 351
.% ¢ 337 332
2 300 -
(@]
Y4
o
240
S 242
L 200 -
w
100 -
105 111
0
2014 2015 (*)
Breeder fattener of baby beef
© Labour compensation (calculated) ® Return on capital (calculated)
® Rent, interest, amortization = Other intermediate consumptions
Feeding stuffs, livestock and crops costs m Selling price
+ Selling price + by products + subsidies + Total costs (*) estimate
Source : Institut de I'Elevage (ldele) for OFPM
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Production costs in bovine meat farms

€ 1 000 per UUPL (1)

40 -

30 -

20 -

Average income befor tax per unit of unpaid labour in french specialized bovine meat farms

36,1
34,1
32,5 32,2 32,3 32,3

29,6 288 29,4

2007 2008 2009 2010 2008 2012 2013 2014 2015 (*)
® Earnings befor tax Subsidies
(*) estimate (1) Unit of UnPaid Labour

Source : French Farm accounting data network (FADN), OFPM
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Costs in beef meat processing industry

€ / per kg of carcass

6,0
5,5
5,0
4,5
4,0
3,5
3,0
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2,0
15
1,0
0,5
0,0

2011

Costs in beef processing industry per kg of carcass

5,50
5,43

2012

578  _ 563

5,71 5,49
o 3 55 N 4
I -’

0,79

2013 2014 2015 (9
months)

Source : FranceAgriMer, panel of companies, for OFPM

0,10

m Earnings before coporate tax

® Taxes on products and other

costs

® Amortization, interests

Compensation of employees

Other intermediate

consumptions

m Purchase of animals

= Beef meat products

= All products
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Decomposition of retail price into agricultural value and gross margin

O

4

4

4

4

[ Production costs in bovine meat farms
(d Costs in bovine meat processing industry

d Accounts of meat departments of super and hypermarkets
d Other studies : prices transmission, transfers of value

Q

Conclusion, limits, improvement
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Accounts of meat departments of super and hypermarkets

Methods and limits

) Perimeter of the costs and receipts : retail shops + central purchasing service, not
all group :

= sales of products in retail shops (hyper and supermarkets);

= purchase of products by central purchasing service;

= costs in the shops : intermediate consumptions, employees, ..., etc. including
services provided by others companies of the group (real estate, logistic...),
generating profits for the group

= costs in the central purchasing services (idem)

The « net margin » is not a consolidated profit of the group

) Survey in the management of 7 french major supermarkets and hypermakets
chains

) Distribution of general costs between departements : companies reporting or keys
(sales, surface, ...).

21
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Accounts of meat departments of super and hypermarkets

Average for € 100 of sales, 2014, all meat departments (butchery, deli, poultry)

100
m Net margin before coporate tax
90
General salary costs 80
70
m Real estate costs, interests,
th
other 60
Semi-net margin 50
. . 40
= Compensation of specialized
employees
ploy 30
Gross margin 20
10
Purchase cost
0

291 €

70,9 €

57¢€

213 €
12,0 €

Source : OFPM, FranceArriMer : annual survey in major supermarkets and hypermarkets chains
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Accounts of meat departments of super and hypermarkets

Butcher department (fresh beef,
fresh pork, etc.), 2014

® Net margin before 100 1

coporate tax

General salary 80
costs

m Real estate costs,

interests, other 60
Semi-net margin

40

u Compensation of
specialized 20
employees
Gross margin
0

Purchase cost

-20

56€ 100
14,4 € 10,8 € 90

nae. :
70
60
50
40
30
20
10

256 €

744 €

For € 100 of sales

Source : OFPM

33,4 €

66,6 €

271,1€

Deli meat department (ham, cooked
saussages, salamis etc.), 2014

6,0 €

13,3 €
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Accounts of meat departments of super and hypermarkets

Poultry department, 2014

The 4 meat departments, 2014

m Net margin before 100 100 1 | 41€ |
coporate tax 90 5,7€
90 7 21,3 €
242 €
General salary 80 2713¢€ 80 - 29,1¢€ 12,0 €
costs
m Real estate costs,
interests, other 60 60 -
Semi-net margin 50 50 -+
40 40 -~
u Compensation of 72,7€ 70,9 €
specialized 30 30 -
employees _ 20 20 4
Gross margin
10 10
Purchase cost 0 0
For € 100 of sales
Source : OFPM
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Other studies

Prices transmission : from farm to retail

100 in 2005

145
140
135
130
125
120
115
110
105
100

95

90

85

80

2010

2011
2012
2013
2014
2015

= Price of carcass entry slaughterhouse
— Retail price of reconstituted carcass
—— Simulated retail price (global gross margin remained at level of 2005 in constant €)

Source : OFPM, from FranceAgriMer, Kantar Worldpanel, Insee
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Other studies

Receipts variations in production of adult bovine animals for slaugther

700

600

millions euros

500

400

300

200

100

0

-100

-200

-300

-400

627,6

-294,7 -279,7

m2011 =2012 =2013 2014 m=2015

465,4

123,7

37,1 .

-238,6 -257.6

volume effect (M€) price effect (M€) transfer (M€)

Source : OFPM, from FranceAgriMer, SSP

=123,7-74,3
Variation of
cost for
processing
industry
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Other studies

millions euros

Annual variations in beef processing industry (slaugtering and cuting)

Receipts Gross margin
m 2012
w2013 = w2013
2014 g 500 2014
>00 % m 2015
=76,0—49,5
300 300 - o
2 g
Q N
(o)) - —
100 - © N
100 o @
N~
-100 - Te}
-100
-300 -
-300
-500 -
-500 -
-700 -
-700 - volume effect price effect transfer (M€)
(M€) (M€)

volume effect price effect transfer (M€)
(M€) (M€)

___-ce : OFPM, from FranceAgriMer, SSP
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Conclusion, limits, improvements

= Increasing retail price of the bovine meat basket, in spite of decreasing production
price in 2015

= Impacts of production prices changes are cushioned by the industry of processing
and the retall trade

= Improvement of 2015 beef gross margins for meat industry and retail (as in 2014,
after reduction in 2012 and 2013)

= Improvement of 2015 beef net margin for meat industry (as in 2014...)...

= Net margin in meat departments of super and hypermarkets : equalization between
“butchery” (negative), “poultry” and “deli” (positives)...

= Specialized beef farms : the lowest average income of the “farm France” (with sheep
farming)

. Limits of method : availability of adapted data (costs of surveys vs budgetary
considerations), delays to obtain data, accounting standards, business
confidentiality...

. Improvements (under limits above...) : other products of bovine sector (veal)
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