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SUMMARY

The price of livestock products, especially, beef, pork and chicken has been high except for eggs
in Japan. These prices are higher than in the countries which export to Japan. In order to analize
the reasons for the high prices and clarify the marketing process, comparisons were made between
countries in terms of the marketing stage price. Several findings were as follows.

Beef prices in Japan are 2.8-fold those in the U.S.A., and the prices of calves, live cattle,
carcasses, portioned and sliced meats are higher than U.S.A. This is because the marketing channels
are complicated and the cattle and meat merchants are numerous and scattered. Also, the marketing
form or style changes with the marketing level: live animal, carcasses, portioned and sliced meat.

Broiler integration has advanced in Japan but the cutting and further processing have not been
fully integrated. The reason the processing cost of the meat in Japan has been higher than in Thailand
is the high price of land and labor costs.

Pork and egg prices are also analyzed. In short, in order to reduce marketing and distribution
costs, the enlargement of production scale, the integration of marketing and processing, are important
for Japan.

Key words: Stage price comparison, Marketing level, Production and Distribution cost, Marketing
efficiency.

INTRODUCTION

The price of livestock products, especially, beef, pork and chicken has been high except for eggs
in Japan. These prices have been higher than in other countries as shown in Table 1. In order to
analize the reasons for the high prices and clarify the marketing process, comparisons were made
between countries in terms of the marketing stage price.

PURPOSE

The marketing and distribution costs of livestock products are diifferent from the other farm
products and consist of slaughtering, cutting and further processing. Livestock products are traded
by cattle dealer, middleman, wholesaler and retailer. Therefore, the marketing and distribution costs
are rather higher than for the other farm products.

The marketing and distribution costs are classified by the stage as follows; collecting, slaughter-
ing or processing and packing and distribution. In the case of beef, the markets are; i) baby calf
auction market, ii) steer market, iii) fattened live cattle market, iv) carcasses market and v)
portioned or boxed meat market and vi) sliced meat for retail stores. Therefore, there are six
markets in Japan. Some have pointed out that the cattle market in Japan works something like a
black market, making for very high prices.

+ Portions of this report were presented at the XXI International Conference of Agricultural Economists held
August 22-29, 1991, Tokyo, Japan.
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The purpose of the study is to clarify the price level of livestock products such as chicken meat,
pork, beef and eggs, and the reasons for the high prices in Japan. We would also like to visualize the
overall livestock marketing and distribution costs by each stage of production and distribution

process.
Table 1. Retail Price Comparison of Selected Livestock Products 1984 - 1990
Tokyo New York Hamburg London Paris
1984
Eggs (1Kg) 358 326(91)
Beef  (100g) 360 173(48) 125(35)*  827(229)**
1987
Eggs (1Kg) 254 180(71) (136) (130) (133)
Chicken (100g) 104 61(59) (41) - (54) (80)
Pork  (100g) 146 96 (66) (87) (65) (71)
Beef  (100g) 354 141 (40) (52) (71) (54)
1988
Eggs (1Kg) 288 (76) (126) (129) (144)
Beef  (100g) 353 (31) (35) (28) (35)
Milk  (1¢) 198 (50) (44) (53) (55)
1990
Eggs (1Kg) 323 288(89) (118) (157) - (155)
Beef  (100g) 379 98(26) (39) (34) (43)
Milk (1¢) 201 128(63) (56) (57) (67)

Notes; i) Tokyo price=100. 1$=250 yen, October in 1984 ; 1$=145 yen in June in
1987 : 1$-128 yen, November in 1988 ; and 1$=150 yen, February in
1990.
ii) Data are from “Price Report” published by Economic Planning Office,
Japanese Government.
iii) % Sydney, Australia.* x Oslo, Norway.

METHODS

In order to achieve the above aims, a stage price comparison was made among livestock products
in six nations, but four in particular. The data were calculated for the same size, quality and age and
collected for the same year. The analysis was done by the so-called stage price comparison.

ANALYSIS OF LIVESTOCK PRODUCTS

1) Chicken meats: In 1988, broiler production in Japan amounted to 1.44 million tons and was
valued at 40 million yen against a retail value of 1.0 billion, which was 2.5 times the production
value.

Broiler meat at the retail stage was 522 yen per kg. This was higher than in Thailand in the
same year. If the calculation was done by each stage of broiler production and distribution, a day-old
bird in Japan cost 30 yen against 22 yen in Thailand. The mixed feed cost per bird in Japan was 122
yen against 75 yen in Thailand. The live-bird per kg was 184 yenin Japan and 107 yenin Thailand;
the value of processing stage was 400 yen against 250 yen in Thailand, while consumer and retail
price was 522 yen and 975 vyen, respectively. The price difference of the day-old chick between two
countries was 8 ven, that of mixed feed 47 yen, that of live-bird 77 yen, that of the processing stage
150 yen and that of retail price 247 yen (Figure 1).

It is natural that prices have been not only higher in Japan than in Thailand, but the differences
have also become greater with the advance in the production and distribution levels in both countries.

The lower price of the Thai broiler has depended on the lower labor and land costs, among other
factors. With higher level processing under high wage conditions in Japan, the labor input becomes
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Fig. 1, Stage Price of Broilers in Japan and

Thailand.

*Data are from 1), I1)12)14)15)

an important factor in broiler production. For this
reason, the price differences between the two coun-
tries has become larger and larger. The level of
retail price/production costs in Japan was 3.5
against 1.45 in Thailand in 1988. In short, it is
only natural that Thai broiler imports have greatly
increased in Japan. A detailed analysis was given
by way of reference (1), (2) and (3).

2) Pork: Pork production in Japan amounted to 1.
58 million tons in 1988 and (.48 million tons were
imported. Total supply was 2.06 millions tons.
Retail prices were 1.54-fold those of production. If
calculated by each stage of pork production and
distribution, a baby-pig in Japan was 24,815 yen
against 3,000 yen Taiwan. The former was 100
days old and the latter was 15 kg per piglet. The
cost of a fattened hog in Japan and Taiwan was 36,
175 yen and 25,000 yen, respectively. The respec-
tive price of carcasses was 42,873 yen and 26,000
yen, and the retail price was 55,718 yen and 31 ,000
yen, respectively. Pork prices in Taiwan were 89.
7% of those in Japan (Figure 2). The retail
price/production cost was 1.54 in Japan and 1.96
in Taiwan. The reasons for the low production cost
in Taiwan was the rather large scale and high
productivity of the producer’s stage, the low wages
and land value compared with Japan. Further
analysis was done elsewhere (2).

3) Beef: Japanese beef production was (_57million tons, 0.47million tons were imported, and the total
supply of beef was (.98 million tons.
If one calculates the prices by each stage of production and marketing, a 7-month-old heifer was
372,500 yen in Japan against 72,000 yen in the U.S. in 1988. Fattened live cattle came in at 584,
000 ven and 122,400 yen in Japan and the U.S. respectively. The wholesale (live animal) price was

578,000 yen and 130,000 yen each, carcasses were 636,000 yen and 140,000 yen, respectively; and
Beef prices---Japan and U.S.A.

Baby calf* Fattened Live Carcasses Cut-up
cattle cattle** ** meat***
yen per kg
Japan (A) 1345 978 968 1939 3086
US. (B) 233 257 273 452 1121
B/A (%) 17.3 26.3 28.2 23.3 36.3

Note: * T-month-old heifer in Japan weighs 277 kg on average.
+ « Auction prices on the market.
* « + Portion equivalent to shoulder.
* x » + Data are from 3) 11) 12) 18).
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cut-up retail meat in Japan at 756,000 yen was Fig. 3, Stage Prices of Beef cattle in Japan and
three-fold the U.S. level of 260,000 yen. How- U. S. A.

ever, the weight of cattle is different in the two *Data are form 3)11)12)18)

countries. Average weight in Japan was more ,

than 600 kg against about 400 kg in the U.S. The following data are calculated on a kg basis.
The level of retail price/production cost was 3.19-fold in Japan and 3.65-fold in the U.S. Therefore,
marketing efficiency was less in the U.S,, but the total distribution cost was 2118 yven/kg in Japan
against 848 ven in the U.S. The distribution cost in the U.S. was 1270 yen less than in Japan, i. e,
40 % of that in Japan.

From comparison of each stage price of beef between the two countries, the cut-up retail in the
U.S. was found to be a third of that in Japan, carcasses were 23.3%, live cattle 28.2%, fattened cattle
926.3% and the baby calf was only 17.3% of that in Japan, respectively (Figure 3).

The key differences are that the three auction markets for live cattle, carcasses and portioned
meat are separate in Japan. Also, there are separate baby-calf and steer markets.

In Japan, the functions which include slaughtering, cutting, and packing are included at the meat
packing station, which has to be located in the cattle-raising areas [See (3) (4) (5) (8) and (9)].

4) Eggs : The total egg supply was 2.44 million tons in Japan, of which 40 thousand tons were
imported. About 40% of the'eggs are used for processing, institutions and restaurant outlets. Egg
prices have been lowered internationally except in the U.S.

When prices are compared by the stage of production and distribution stage, the price of
baby-chicks in the U.S. was 62.5%, pullets was 64.5%, the egg production costs were 57%, wholesale
price was 84% and retail price was 76% of eggs in Japan, respectively. The difference for baby-
chicks was partly due to the difference in the size and production volume of the hatchery plants. The
differences in production costs are due partly to the mixed feed cost and the chick price stated above.
The differences in the distribution cost are due partly to the cooling, hauling, oiling and other
processes in the U.S., while eggs in Japan are distributed by ordinary hauling. Losses were incurred
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at the egg packing station stage as shown in Figure
4 in Japan, but these were compensated by the
— profit gained at stages such as feed mixing and
D Japan others within the same integrated organizations
b uosoa [See (6) (7) (8) (9) and (10) 1.
Table 2. Marketing Efficiency of Livestock Products
Retail Price/Producer’s Price
Japan Other countries
Beef 3.29 3.65(U.S.)
Pork 1.54 1.96(Taiwan)
Broiler 3.50 1.45(Thailand)
Eggs 1.60 2.53(U.S))

CONCLUSION

200 |

In general, livestock products at the retail stage

(¥)

i - in Japan are higher than in foreign countries which

Baby- Pullets  Egg produc- Whole- Retail i i i
Baby Eeg Wh Reta exported to Japan. The high prices in Japan must

price

be lowered. The distribution efficiency in Japan
Fig. 4, Stage Prices of Eggs in Japan and U. S. A. was highest in the egg sector, followed by broiler,
*Data are form 7)11)12)18)19) pork and beef.

However, even if the comparisons were done
for the same year, same national currency level and same quality, the price differences among the four
countries would be caused partly by the size of the business, labor costs, land value and institutional
and regional factors as already analized.? » ® ¥ ® The differences in the distribution cost between the
countries are due to multi-stage distribution in Japan. This can be seen particularly in the beef sector
in Japan.

The higher the distribution level, the more distribution costs both physically and economically.
Therefore, the integration of the marketing and distribution stages is important for the future in Japan
as well as in other countries.
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