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Abstract

The overall purpose of this study is to examine what consequences might be connected to
Swedish meat consumption. To illustrate this, the production chain of beef meat, produced in
Brazil and consumed in Sweden, has been mapped and investigated. The analytical focus of
this study has been on power distribution within the chain, aiming to outline its socio-
economic consequences in the Brazilian context. The empirical data was collected partly from
secondary sources, but also from primary sources through interviews with key informants in
the buyer-end of the production chain. The Global Value Chain approach served as a
methodology for mapping the production chain and as a theoretical device for analysing the

embedded power structures.

The main result, besides an overview of the beef production chain, was an identification of the
chain as buyer-driven. Power is particularly concentrated around supermarket chains, which
have very specific requirements on production and processing, implemented by the importing
firms, thus also having a huge influence. Power concentration was also discovered in the
levels of farming and processing, where the number of acting units declines frequently. The
Swedish beef consumption thus seems to contribute, however small-scaled, to the process of
power concentration along the chain of production, making market entrance a scarce asset.
Potential socio-economic consequences of this process, besides unequal access to influence,
might be longer travels or changed city of residence for workers, or even employment losses
due to inadequate education. Low-income consumers might become vulnerable since cheap
low-quality meat becomes inaccessible. Moreover, this thesis has also raised additional

questions, suitable for further research, regarding the impacts of Swedish meat consumption.

Keywords: Brazil, development, global commodity chain, globalization, livestock, meat
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1 Introduction

A nutritional shift is taking place today all over the globe. Consumption of animal-based
protein is growing fast in most parts of our world, rich and poor countries alike, often as a
consequence of rising incomes among consumers. An inevitably positive aspect of this shift is
that an increasing amount of people in developing countries now have greater access to food
containing higher nutritional values. But the ongoing nutritional shift also has negative
outcomes. For instance, several researchers and organisations have recently emphasized the
severe environmental impacts connected to the expanding livestock sector. This thesis aims to

look further into what might be additional aspects of the global meat consumption.

Brazil has become one of the most important supply countries to meet the growing demand
for meat. All the main export products of Brazil are somehow connected to the livestock
industry. The meat of bovine animals has become increasingly important for importing
countries worldwide the past 15 years. During the same time period, imports of beef in
Sweden have risen threefold, and the Brazilian meat is becoming gradually more important.
Swedish beef consumers are thus well connected, even though only in a small scale, to the
Brazilian production and exportation increase of this product. A case study of this particular
production chain will therefore allegedly uncover the embedded socio-economic
consequences, and thus exemplify some implications of the global meat consumption
increase. The overall purpose of this thesis is thus to outline what impacts the Swedish
consumption of meat might have in the Brazilian context. Within the given time limit of this
study, a full cover of this subject area is undoubtedly impossible. Only one animal-based food
product will thus be investigated; namely the meat of the bovine animal, in this study labelled
as beef meat, or beef, since this is a fast growing Brazilian product on the Swedish market.
The initial focus is to examine how production is taken place in Brazil, and how the beef is
being distributed to the Swedish consumer. The study will then analyse these empirical
findings in order to outline what social impacts might be discovered. A chosen way to
approach this issue is to analyse the interaction of the chain actors, in order to identify how
power is distributed along the chain of production. Analysing these embedded power
structures will help interpret what socio-economic outcomes the production chain might

generate. This particular analytical focus also has methodological advantages, since the study



is carried out in Sweden, making data collection from primary sources easily achievable.
Thus, even though Sweden only accounts for a very small part of the world consumption of
Brazilian meat, the Swedish-end of the chain will still be the focus of this study because of
linguistic and geographical advantages. Since the analytical focus will be on power structures
within the production chain, several consequences external to the chain, such as impacts on
the non-animal food production and specific environmental costs, will deliberately be
excluded in this study. In order to concretize the aims of this thesis, three main questions at

issue may be formulated:

o How is beef produced in Brazil and how does this product reach the Swedish market?
e How is power distributed within the chain of production?

o What might be the socio-economic consequences in Brazil due to this production chain?

The first question is of a descriptive character and aims to draw a map of the beef production
chain; from production in Brazil to consumption in Sweden. The second question is of a more
analytical character, with the aim to identify the main driver of the beef production chain.
Outlining this might give an answer to the third question, regarding the socio-economic
implications embedded in the beef production chain, and thus identifying how consumption
patterns of diets in Sweden are connected to the Brazilian scenario, covering the overall
purpose of this thesis. The study will be carried out by means of the Global Value Chain
approach. This theoretical framework facilitates a mapping of the entire production chain and
will also be a useful tool while interpreting the empirical data, in order to find answers to the
analytical questions at issue. The following chapter will, in a more specific way, describe the
theory and method used in this thesis. Chapter three provides a contextual overview, aiming
to draw a brief historical background of Brazil and the global livestock sector, and also to
illustrate the role of Brazilian beef in the global livestock market. Chapter four intends to
describe the state and development of all levels in the beef production chain, based on the
secondary and primary data collected for this subject. The final chapter will analyse the power
structures within the beef production chain, discuss its socio-economic consequences, and
also conclude the thesis by briefly answering the questions at issue. The chapter finally brings
forth some suggestions on how to deepen this particular research, in order to further uncover

the impacts of Swedish meat consumption.



2 Methodology and theoretical framework

2.1 Global Value Chain (GVC) analysis

In order to understand the impact and consequences of globalization, several theories covering
this issue have developed over the past 50 years. One of the major theories, world system
theory, explains the inequalities generated by globalization through the division of the world
into three main categories; the core, the semi periphery and the periphery. These categories
relates to each other in terms of unequal power relations, as the products of the periphery have
a weak position against the core products, resulting in at flow of capital from the periphery to
the core.* GVC analysis has its roots in the world system theory, thus sharing its assumption
that the world economy consists of unequal power relations. However, the GVC approach has
its primarily focus on specific commodity production chains that takes place within all of the
world system categories, aiming to achieve deeper understanding of the world trade
conditions.” Hence, the intention of the GVC approach is to take every step in a given
production chain into analysis, which includes “the full range of activities which are required to
bring a product or service from conception, through the different phases of production [...], delivery to
final consumers, and final disposal after use”.® Typically for GVC analysis is the mapping of the
input-output structure of the production chain, in which each link includes an activity that ads
value to the final product, which is why the production chains also are called value chains.*
This descriptive dimension of the GVC is often presented in a heuristic flow diagram where
the typical boxes might include: design, production, processing, distribution and consumption
(Figure 1), but these links of course vary due to what production chain is being described.
Though in reality, as will be seen later in the study, GVCs are much more complex than this,

including more detailed steps in the chain and parallel chains could also be identified.®

! Wallerstein, 2004, p 54-55.

2 Gereffi & Korzeniewicz, 1994a, p 2-8. Gereffi also uses the term “Global Commodity Chain (GCC)” but in
later studies he seems to prefer the term “GVC”. According to the focus of this study, the term “production
chain” will be more useful than “value chain”, and thus consequently used in the chain description of this study.
® Kaplinsky & Morris, 2000, p 4.

* Ibid., 2000, p 24-25.

® Ibid., 2000, p 4-6.



Besides being a descriptive heuristic tool, useful for portraying the process of global
production and distribution, the GVC approach also has an analytical dimension. The
viewpoint is that all production chains to some extent are governed by particular parts of the
chain, briefly described in Figure 1 below. The governance can be of indirect nature, where
the actions in one level have consequences up or down the chain. Direct governance occurs
when one or several actors actively strive to control specific levels of the chain.® The
determination of governance within production chains is vastly connected to the concept of
rent, which can be defined as the ability of protection from competition. Economic rent is
created when an actor possesses a scarce attribute of any kind, for instance; natural resources,
technology, benefits from trade policies, human resources, or marketing capabilities, which all
give the actor a comparative advantage on the market. The possessor of economic rent will
profit since it constitutes higher barriers to entry for other actors, lessening the competition
and thus strengthen the rent. Hence, in order to achieve economic rent, the actors constantly
strive to obtain these scarce attributes. This can be done through accessing of natural
resources or trying to influence policy makers, but more commonly is to achieve economic
rent by innovation in the production and processing level. This gives the concept of rent a
dynamic character since further innovation is fuelled by competition, which creates new rent
and makes previous less valuable.” As these levels of the production chain traditionally
generate much competition, economic rent is increasingly to be found within other levels,
such as design and marketing. However, the most effective way to achieve and maintain
economic rent is not by innovation or further access to natural resources, but through the
ability to govern as many levels in the production chain as possible. The actor able to control
specific parts of the chain has an obvious advantage due to production costs, which creates
higher barriers to entry for competitors and thus strengthens the position of the actor. Hence,
in order to achieve economic rent, some actors clearly strive to receive maximum control of

the production chains.?

In order to identify the governance within production chains, Gereffi has made a bipolar
distinction between two different types of governance structures (Figure 1). The chains are

producer-driven when the production level plays an initial role. Producer-driven chains are

® Kaplinsky & Morris, 2000, p 24-33.
" Kaplinsky, 1998, p 10-15.
8 Kaplinsky & Morris, 2000, p 24-33.



characteristically capital- and technology intensive industries (for example the automobile
industry), predominantly controlled by transnational corporations. However, today it is
becoming increasingly common with production chains where buyers of processed products
play a larger role. Buyer-driven chains generally constitutes of more labour intensive
industries in the production level, very common for developing countries because of the low
labour costs. The buyers purchase from producers in developing countries on highly specified
terms.® The profits in buyer-driven chains thus derive from value adding activities outside the
production level, such as research, design, and marketing, making the chain governed by large
retailers, branded marketers, and branded manufacturers.’® The bipolar distinction of
governance structures is seen as a key for understanding the power relations embedded in
production chains. However, the development of analytical tools for understanding GVC
governance is still in progress. In a recent paper by Gereffi, a more detailed distinction of
governance structures is presented, in which Gereffi identifies five types of chain governance,
affected by three key factors.” However, in order to understand governance in the Brazilian
beef production chain, | believe the simplified version of dual governance structures will be a

more practical tool to use.

Figure 1. Origin of governance affecting a simple value chain
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The GVC approach was used in this thesis to facilitate the forth-bringing of answers to the
questions at issue, namely; a mapping of the Brazilian-Swedish beef production chain and an
analysis of the power structures within this chain, in order to uncover its socio-economic
consequences. The input-output structure of the GVC approach served in a methodological
way as the empery was arranged to provide a heuristic overview of the production chain. The
theory also served as an analytical device for uncovering the governance structure within the
production chain, which helped identify its driving actor. The theoretical approach also

influenced the collecting of primarily data, through the questions asked at interviews.

2.2 Methodology

This study was carried out in three steps. First an initial version of this thesis was made, based
on secondary literature on the subject. Much of this literature was found in reports from FAO
(Food and Agricultural Organisation of the United Nations), since much adequate and reliably
research has been carried out by this unit. Material was also found in articles of recognized
research magazines, where authors were connected to universities or other well-renowned
institutions. A large part of the empirical data had a quantitative character and was accessed
from major statistical databases, such as FAOSTAT and UN COMTRADE. These numbers
were often cross-checked with each other in order to reduce the impact of statistical and
mathematical mistakes. Papers from USDA (United States Department of Agriculture) also
contributed with some statistical data on the Brazilian beef sector. A possible problem with
the secondary information at hand was that the analytical results hardly were separated from
its empery, making the viewpoint of the secondary literature influence the analytical findings
of this thesis as well. Thus, | have strived to consider the informational perspectives when
using them as empirical basis in this study. Secondary data from the Brazilian side of the
production chain also came from ABIEC (Brazilian Beef Export Industries Association),
through a questionnaire emailed to one of the representatives, and also from their beef
magazine. Since this source is likely to be tendentious, the received data was mainly used in

this thesis as a complement to other information.

This first step gave a brief overview of the subject, and helped draw an initial scheme of the
beef production chain, before collecting data from primarily sources. It also made it easier to

identify the key informants and prepare adequate questions for the interviews. Thus, the



purpose of this secondary step was to receive complementary data, unable to find in previous
research, but also to get a deeper understanding of the interaction between the actors of the
production chain. The method for collecting these primarily data was through interviews with
key informants representing different levels of the production chain, however only in the
Swedish-end of the chain because of geographical limitations. Before meeting the Swedish
actors, an interview with a Swedish expert on beef meat was made, in order to grasp a broader
understanding of the meat production phenomena. Subsequently, representatives of the two
dominant Swedish importers of Brazilian beef; North Trade and Annerstedt Flodin, were
interviewed. In the retail level, interviews were made with meat category managers of the
supermarket chains COOP and ICA. These five qualitative interviews were all around one
hour each and performed in a semi-structured way, following only a rough interview manual.
Due to this method, new threads and issues could easily be followed up during the interviews,
facilitating the extraction of useful information. A returning problem during the interviews
was that some of the informants were rather suspicious and thus restrictive on giving out
information about their firm or the relations with other actors. Another obvious problem was
that no interviews could be made with actors on the Brazilian side of the production chain,
which would have given a deeper understanding and a more balanced picture of the subject.
An overall weakness with the choice of informants was that they were all professionally
obligated to have a positive view on the beef production chain, thus hindering information of

a more critical character to be found through the interviews.

The third step was initially to combine the primarily data with the secondary data in order to
draw the full picture of the production chain. After the chain had been fully described, the
theoretical approach served as a useful tool in analysing the power structures of the
production chain. During this process, additional data from the distribution level of the chain
appeared to be needed to fulfil this analysis. The meat category manager of Martin Olsson,
one of the major wholesaling firms delivering Brazilian beef to commercial restaurants, was
thus interviewed via telephone in order to complement the empirical data. After the analysis
was completed, a discussion about the chain’s socio-economic consequences was carried out,
in which it appeared to be rather difficult to accomplish definitive answers based only on the
empirical findings of this particular study. This final process consequently raised further

research questions, which are assembled in the very last section of this thesis.



3 Contextual overview

This chapter aims to portray the background necessary for approaching this subject. First
follows an introductive description of important elements of the global livestock sector and its
development over the past 50 years. A minor section about the severe environmental impacts
connected to livestock production will be included. The second part of this chapter is focused
on Brazil, beginning with a historical background and a description of the present social
conditions, followed by an overview of Brazil’s agricultural sector and its importance. Finally

the chapter will be briefly summarised.

3.1 The global livestock sector

3.1.1 Development and importance

The term livestock refers to all animals raised within human control in order to generate profit
by producing meat, milk, eggs, leather, wool etc. Globally, the livestock sector accounts for
40 percent of agricultural GDP (Gross Domestic Product), employs 1,3 billion people and
occupies 70 percent of all agricultural land (taken feed crop production into account).”” The
demand for livestock products has increased worldwide the past 50 years. The nutritional shift
towards more animal based food, such as meat and dairy products, is generally believed to be
a cause of higher incomes, which is why many developing countries in transition represent the
major increase in the demand for livestock products.** Moreover, relative prices on livestock
products are constantly declining, also boosting a higher consumption. Citizens of developed
countries have raised their intake of animal-based protein from 70 kg/year in the 1970s to
today’s level of 90 kg/year. Middle and upper classes of the developing countries represent a
major part of the meat consumption increase. China and Brazil have the fastest rising per
capita consumption in the world, mainly because of the middleclass income growth. However,
due to the Brazilian and Chinese increase, the statistics on meat consumption of the
developing countries are pulled up, simultaneously as the regions of greatest need for protein

increase are still quite untouched by this trend. Today, there are 56 developing countries with

2 FAQ, 20063, p XX-XXi.
3 |bid., p 10-11, 33-34.



lower meat consumption than 20 kg/year. Almost half of these countries, mainly in Sub-
Saharan Africa, have lowered their consumption the past decade. Thus, the statistics of the
worldwide increased meat consumption can be deceptive, because out-counting China and

Brazil many developing countries still continue to be low consumers of meat.*

As a consequence of the widespread rising demand for livestock products, the sector has
increased dramatically the past 50 years. In 2005, there were almost 24 billion live animals in
stock worldwide, three times more than the 1961 level, and 67 percent more animals per
human capita.”® Milk is the largest food livestock product in terms of quantity, followed by
meat and then eggs. However, the meat production has grown twice as fast as the milk
industry since the 1960s."® Moreover, beef meat is often a by-product from milk production
since the baby bulls generally are sold to slaughterhouses because only the heifer has a value
in milk production. The cows are also sold to slaughterhouses when labelled unusable for
further milk production.” The meat produced for human consumption is exclusively coming
from pigs, chickens and bovine animals, of which the two first has become increasingly
important the past 20 years. 265 million tonnes of meat were produced worldwide in the year
2005, a number that has near quadrupled since 1961 (Chart 1).*

Chart 1. World production of the three most important
meat products 1965-2005. Source: FAOSTAT, 070221.
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“EAO, 2006b, p 26, 45-47.

15 FAOSTAT, prodSTAT / live animals, accessed 070221.

8 EAOSTAT, prodSTAT / livestock primary and processed, accessed 070221.

7 Maria Lundesjd Ahnstrém, Ph.D. Student at the Swedish University of Agriculture, 070320.
8 EAOSTAT, prodSTAT / livestock primary and processed, accessed 070221.



Today’s livestock production has been geographically concentrated to areas with low input
costs and well developed infrastructure and market access.” In 2005, China produced 50
percent of all pig meat in the world, compared to 6 percent of world production in 1961.
Production of chicken meat has been dominated by US the past 50 years, but since the late
1980s China and Brazil has become increasingly important. The same trend can be seen in the
production of beef meat. In 2005, US decreased its share of the total world production of beef
meat, from 28 percent in 1965 to 19 percent. China’s production increased dramatically, from
0,4 percent of world production in 1965 to 11 percent in 2005. Brazil has also become
increasingly important and produced 13 percent of all beef meat in the world by 2005,

although Brazil was producing plenty of meat (5 percent) even in 1965 (Chart 2).%

Chart 2. World production of beef meat, 1965-2005.
Production share by Brazil, China and US.
Source: FAOSTAT, accessed 070221.
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The ongoing trend towards higher meat consumption worldwide is also believed to continue
in the future. Thus, according to FAO projections, livestock production will by the year 2050
double today’s level, exclusively due to increased production in developing countries.? The
constant growth of the livestock sector is highly connected to improved technology such as
container systems, cold storage and transportation, increasing the level of production and
processing specialization.?? As a consequence, the scale of production units has expanded,

together with stronger intensification of production systems. Lager holders of livestock have

1% Naylor et al., 2005.

2 FAOSTAT, prodSTAT / livestock primary and processed, accessed 070221.

2L EAO, 20064, p 14-16.

22 Swedish Board of Agriculture (Statens Jordbruksverk), 2006, p 26 & Nayor et al., 2005.
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better negotiation possibilities towards buying slaughterhouses, lowering the transaction costs
and thus reducing the market and production risks, simultaneously as smallholders face the

opposite situation.?

3.1.2 Environmental impacts of the livestock sector

As this thesis has another analytical focus, an outlining of the exact environmental impacts in
Brazil due to the Swedish beef consumption will be deliberately excluded here. However, a
fair description of the global livestock sector should certainly mention the growing concern of
environmental degradation connected to this industry. This section thus aims to disclose some
of these issues. If the Swedish annual meat consumption of 81 kg/person would be applied by
all world citizens, 2,5 billion hectares of land would be needed for production, which is two
thirds more than presently used.* Livestock action is a serious cause of land degradation due
to overgrazing, erosion and compaction of the soil. Moreover, the horizontal expansion of the
livestock sector (for pasture and feed crops) is the key cause for deforestation, especially in
the Brazilian Amazon, making a vital impact on the earths CO, combustion capability.
Livestock is also responsible for emitting 37 percent of all anthropogenic methane, 65 percent
of the nitrous oxide and 64 percent of the ammonia. Taking both deforestation and emissions
into account, the livestock sector is responsible for 18 percent of greenhouse gas emissions
worldwide, which is a higher share than transport. However, these numbers vary by regions.
In Brazil, for example, the livestock sector accounts for as much as 60 percent of greenhouse
gas emissions,” and the Brazilian cattle heard emits more greenhouse gases than all road
traffic in Brazil put together.® Furthermore, livestock production is a huge contributor to
water pollution worldwide, and the livestock sector is also accounting for over 8 percent of
the global human water use, which are serious problems since water scarcity is becoming a
growing concern. Since livestock is a key player in deforestation, land degradation, pollution
and climate change, it is also highly responsible for the strong reduction of biodiversity and
extinction of species occurring worldwide.?” Overall, the sprouting livestock sector is causing

severe environmental damage to our planet, which ought to be taken seriously.

2 FAO, 20064, p 17-20.

¥ Nayor et al., 2005.

% FAQ, 20064, p xxi-xxiii, 114.

% Swedish Environmental Protection Agency, 2007, p 56.
2 EAOQ, 20064, p xxi-xxiii, 114.
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3.2 Brazil

3.2.1 Historical development and social conditions

The Europeans first became aware of Brazil in the year 1500 when it was “discovered” by the
Portuguese navy on its way towards India. During the following colonial period Brazil was
highly exploited, with more than 3 million slaves, imported from African regions, working as
labour force. The cause was the Portuguese hunt for raw material, in particular sugar but also
gold and coffee later on. Brazil regained independence peacefully in 1822 when the son of the
Portuguese king, who had lived in exile in Brazil, declared the colony independent with
himself as emperor. When slavery had become unfashionable in 1888 it was officially
abolished, raising the demand for labour, which resulted in European immigration, primarily
for the coffee industry in the Sdo Paulo region. The change in labour force rendered possible a
local market, generating more investments in industrialised production, which made the Sao
Paulo region the most modernized part of Brazil until today. The collapse in the world
economy in 1930 had major economical effects on an export oriented country such as Brazil.
The crisis resulted in a military coup, putting Getulio Vargas in power. This authoritarian
populist regime was re-elected most of the following years, until Vargas committed suicide in
1954. Economic and social instability led to another military coup in 1964, but this time
leaving the military in power. The centralized military regime created a strong economic
growth, which unfortunately also resulted in enormous social inequalities. When the
economic miracle stagnated in the middle of 1980s, the military gave up its regime and Brazil
was re-democratized in 1985. In the first years the situation remained quite the same, but in
the late 1990s, during a liberal reform of the economy, the economic growth took place again.
However, the economic benefits remained unequally distributed, which gave birth to the
socialist labour party; Partido dos Trabalhores (PT). Lula da Silva, leader of the PT, became
president in 2002 and re-won the election of 2006. Lula has driven many social reforms,
within the frames of a market economy.”® Human development trends today are generally
positive throughout the country, with decreasing mortality rates and a growing economy.
However, one fifth of Brazil’s more than 186 million inhabitants are still classified as poor

(<2 US$/day).”® Moreover, the unequal opportunities for Brazilians to access proper

8 Swedish National Encyclopedia on Internet, search for “Brasilien”, accessed 070209.
2 \World Bank, Internet Site, accessed 070215.

12



education, infrastructure, and capital, have caused an extremely high level of income
inequality in the country. The socio-economic differences have created a segregated society in
terms of classes, but also due to income dissimilarities because of skin colour and gender.
Thus, as Brazil is a country of huge environmental variations and differences, due to the
enormous area size, it is also one of the most unequal countries in the world due to income

inequality and social differences.®

3.2.2 Agriculture in Brazil

Ever since Europe began interaction with Brazil the agricultural sector has been of great
importance. Today, the agricultural sector directly employs 20 percent of Brazil’s active
labour force,* and the agribusiness in total provides 37% of all jobs in Brazil.* However, the
inequalities characteristic to Brazil is clearly visible also in this sector, in terms of the
concentration of agricultural land around fewer farmers. 80 percent of the farms is smaller
than 50 ha but engage only 12 percent of all land used in agriculture, while the 1 percent
having a farm larger than 1000 ha occupies 45 percent of the land area. There are also huge
differences in the standard of the farms. For example, nearly half of the farms have no access

to electricity or tractors, while one fifth have computers.®

Historically, agriculture was concentrated in the southeast regions of Brazil due to the
advantages of fertile soils and high levels of infrastructure. But the price tags of these lands
rose as they became more desirable, which drove farmers northwest towards cheaper, but
often less arable, lands. Consequently, the farms in the Cerrado region, the semi-arid area
covering most western parts of Brazil below the Amazon, generally became a lot bigger than
in the southeast due to the lower prices of land. Today, the small (<30 ha) south-eastern farms
gradually are becoming a minor share of the total crop production due to the expansion of the
larger farms (>100 ha) in the Cerrddo region. These farms generally are mechanised and
equipped with high class technologies, making them more market oriented and competitive, in

contrast to the smaller farms of the southeast which more likely depend on governmental

* World Bank, 2004, p XV11-XX.

1 |LO (International Labour Organization), Laborsta Database, accessed 070312.
% ABIEC, 20064, p 11.

3 FAO, Internet Site, 070215a.
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subsides.* This geographical concentration is also visible in the case of beef production, since

most cattle raising and beef processing take place in the southern Cerrado region (Map 1).*

Map 1. Geographical distribution of the Brazilian cattle
heard (cattle/sqkm). Source: FAO 2005, p 4.
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During the past two decades, the agricultural sector of Brazil has become increasingly
important for the national economy,* today accounting for 28% of Brazil’s GDP,* in which
the three most important agricultural products are soybeans, chicken and beef meat. Since
soybeans are produced primarily for an export market it is the unquestionably most important
export product today, followed by soy cakes (mixture of soy beans), chicken meat and then
beef meat.® The green revolution of the 1960s promoted soybean monoculture in southern
Brazil, replacing diversified farming systems. The constantly rising international demand for
soybeans in the following decades promoted governmental policies to support the expansion
of soybean production into other regions.* This resulted in improved infrastructure, cheap

credits for big farmers and new scientific research which all increased the productivity of the

* Matthey & Fabiosa & Fuller, 2004, p 3-6.

3 Zylberztajn & Filho, 2001, p 159-160 & USDA, 2006, p 4.
% Matthey & Fabiosa & Fuller 2004, p 1-3.

¥ ABIEC, 20064, p 11.

¥ FAO, Internet site, accessed 070215b.

¥ Cordeiro, 2000, p 13.
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Cerrado region.* The production of soybeans is now highly intensified and concentrated to
larger farms, in contrast to the more labour intensive production, such as tobacco and coffee,
consisting of small-scale farmers which keep the labour costs lower.”* The demand for
soybeans is well connected to meat and dairy consumption patterns worldwide since soybeans
are a main source of fodder.*” In Brazil today, soybeans are the largest vegetable commodity
produced (in value), followed by sugar cane, maize and oranges. But taken animal products
into account, beef meat is the beyond question largest agricultural commodity produced, and
chicken meat has become nearly as important as soybeans. Beef meat has been the largest
agricultural product since the 1960s, but back then coffee was practically as important, in
contrast to today when coffee is the 11" most important product and beef meat has gone far
ahead. Even for export, beef meat has become more important than coffee, even though

exports of chicken meat outrun those of beef meat.”

3.3 Chapter summary

The demand for livestock products is increasing worldwide, in rich as well as in many poor
countries, mainly because of declining relative prices. The strongest consumption increase
takes place in the developing countries Brazil and China. However, the trend is unlikely to
reach the low-income groups of these countries, and many other developing counties
worldwide have actually lowered their consumption of meat the past decade. Nonetheless, in
order to meet the overall rising demand, the production of meat products has near quadrupled
since the 1960s, a trend that is believed to continue to grow also in the future. The three major
meat products come from chickens, pigs and bovine animals, whereas chicken meat
production is the fastest growing. Meat production has been geographically concentrated to
areas with low input costs and well developed infrastructure and market access, which is why
countries such as China and Brazil are increasing their level of production, simultaneously as
production decreases in countries such as the US. The constant growth of the livestock sector

is also connected to technology improvement and the increasing scale of units with intensified

0 Matthey & Fabiosa & Fuller, 2004, p 3.
* Cordeiro, 2000, p 9.

2 bid., p 13.

3 EAO, Internet site, accessed 070215c.
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production systems. It should be noted that the growing livestock sector has severe

environmental consequences, for instance a major contribution to the ongoing climate change.

In Brazil, the economical importance of the agricultural sector has grown the past decades.
Beef is the largest agricultural commodity produced followed by products of soybeans and
then chicken meat. For exports, soybean products, mainly used as livestock fodder, are most
important, followed by chicken meat and then beef. Thus, the most important Brazilian export
products are all connected to the livestock sector. Production is geographically concentrated
around the semi-arid region called the Cerrado, located in the central-western Brazil, where
production is often intensified and top-modern. This geographical concentration is also a
reality in the case of beef production. It should be noted that Brazil is also a country of major
social inequalities. This mainly shows in terms of unequal income distribution, but is also a
reality in the agricultural sector; very few farms control the major agricultural land and the

farms have huge differences in terms of standard.
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4 The production chain of Brazilian beef

This chapter aims to describe the state and development of each level in the beef production
chain. The design and production level will fit into the same section and the processing level
will be described in section two. The distribution level is divided into two sections; one
focusing on domestic distribution and exports in general, the other on distribution in Sweden
through importers, wholesalers and supermarket chains. The fifth section describes the final
consumer and how she is targeted through marketing. Finally the levels of the production

chain will be briefly summarised and also presented in a heuristic figure.

4.1 Cattle raising - the levels of design and production
4.1.1 Breeding and animal nutrition

In the production chain of beef the design and input level is traditionally of insignificant
importance. But as technology improves, artificial insemination and imports of embryos and
breeding are becoming increasingly important, mainly in the Center-West region.* Most
improvements in animal genetics come from imported bull semen, such as Red Angus,
Angus, Simmental and Limousin, which are crossed with the domestic “Nelore” breed.*
However, the majority of Brazilian cattle are still traditional breeds, producing slower-
growing, less well-muscled and therefore lower-value beef.* Hence, the design level has great
potential to add more value to the final product by implementing more cross-breeding
programmes. A few Swedish restaurants are specialized on providing specific breeds, such as
Black Angus and Hereford, resulting in some breed specific imports from Brazil.*” However,
generally the Swedish buyers of Brazilian beef meat have low preferences on particular
breeds. This is mainly because the advantage on the Swedish market is not primarily quality
of the meat, but the low price. Besides, the long transportation time will make the meat

tenderer and thus heighten the quality, making it even less necessary for the buyer to choose a

* Zylberztajn & Filho, 2001, p 160-161.

** USDA (United States Department of Agriculture), 2006, p 3.
* Steiger, 2006, p 107.

#7 Jim Wadhagen, Martin Olsson, 070426
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more expensive meat product from a better breed. The meat quality is also created by having
preferences on age and gender of the animals.*® Nonetheless, since Brazilian beef is marketed
as “natural” on the Swedish market, the meat buyers have nonnegotiable demands on pasture-
based production, thus rejecting intensified cattle raising with feedlot-systems.” Most beef
meat in Brazil is produced in pasture-based systems, since the climate allows stocking all year
around. Animals live longer in these production systems because it generally takes about five
years for the animals to reach slaughter weight, compared to feedlot systems where two years
can be enough.® However, due to the strong economical incentives, technological
improvements have reduced the slaughter age on many farms,* and today the average

slaughter age is 3-4 years.*

4.1.2 The farms

Brazil has the largest commercial cattle herd in the world, over 180 million animals in 2006
(after slaughter and exports of live animals), and the heard is estimated to reach 187 million
by the end of 2007.%* Most cattle holding farms in Brazil are smaller than 100 ha, but the
larger farms holds the great amount of the cattle heard. Nine percent of the farms are between
100 and 1000 ha, holding 39 percent of the total heard. Less than one percent of the Brazilian
farms are bigger than 1000 ha, but these hold 27 percent of all cattle in Brazil.** Some of these
farms have over 50 000 animals in heard and the farm size requires horse-borne farmers when
moving the hoards over the large distances. The imported meat sold in Sweden comes mainly
from these large farms because they have better opportunities to fulfil the requirements asked
by the importer or slaughterhouse establishment. Since cattle raising only involves a small

amount of people, the farming sector offers very few employment opportunities.*

* Mats Norén, COOP, 070322 & John Wallmark, North Trade AB, 070326 & Jonas Svensk, ICA, 070326.

* Ibid. & Sven Rydberg & Kjell Hellstrém, Annerstedt Flodin AB, 070321.

Pasture refers to the grassland providing food for cattle. A feedlot is a cattle feeding facility with the purpose to
feed the animals, mainly with soybeans and cereals, in order to obtain higher protein rations.

%0 Matthey & Fabiosa & Fuller, 2004, p 14.

®1 Zylberztajn & Filho, 2001, p 160.

52 Swedish Environmental Protection Agency, 2007, p 53.

¥ USDA, 2006, p 3, 11.

* FAO, Internet site, accessed 070215a.

%5 John Wallmark, North Trade AB, 070326 & Sven Rydberg, Annerstedt Flodin AB, 070321.
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The two most important areas of cattle farming in Brazil is the Southeast and the Center-
West, having 23 and 35 percent of the total heard, while the south have 16 percent, and the
North and Northeast 13 percent each (Map 1).*® Since the land prices in the Center-West
regions have risen, mainly due to expansion of soybean production, the cattle herds are
beginning to move towards the northern region and closer to the Amazon. These lands are
about 15 percent more profitable, even though the lack of slaughterhouses means higher
transportation costs.”” However, the meat sold in Sweden comes generally from the southern
and Center-West regions, in order to avoid being a direct contributor to deforestation.®
Because of a recent outburst of foot-and-mouth disease, some major regions, for instance
Mato Grosso do Sul and S&o Paulo, are closed for export, meaning that Swedish importers

have to buy their meat from other regions.*

4.1.3 Subsides for farmers

Besides the great availability of natural resources, the dramatic rise in Brazilian beef exports
can also be explained by the subsidized credits.®® The Brazilian government has promoted
several investment credit programs with advantageous subsidized interest rates. The program
MODERAGRO offers credits for pasture improvements such as conversion of low lands and
prevention of soil erosion. Credits for silo and warehouse construction, mainly beneficial for
large-scale farmers, are allowed through the MODERINFRA program, and modernization of
agricultural machinery is possible through the program MODERFROTA. The FINAME
program, mainly used in the Center-West region, offers credits for cross breeding
programmes. At the packers level the state tax is being subsidized. In addition, governmental
policies to expand exports in general have promoted programs to reduce operation costs for
exporters, such as meat packers, and offer them long-term credits. A minor amount of
subsides also go specifically to small-scaled beef producers, aiming to improve their social

conditions.®*

% Zylberztajn & Filho, 2001, p 159-160.

" USDA, 20086, p 4.

%8 Mats Norén, COOP, 070322.

% John Wallmark, North Trade AB, 070326.

% Steiger, 2006, p 105.

1 USDA, 2006, p 3, 7 & USDA, 2005, p 5-6, 8.
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4.2 Animal becomes product - the level of processing

When the cattle have reached slaughter age, they are sold and transported to slaughterhouses,
which often are located close to the farms to reduce the transportation distances. The Swedish
importers require a maximum time of totally eight hours for this transport.®* Today, there are
around 1500 slaughterhouses in Brazil,%® and there has been a higher concentration among
these due to the modernisation process in the production chain. The newer production units
are driven by more value adding strategies such as packing, branded products and market
segmentation, while the minor, often informal, slaughterhouses are characterized by low-
technology, non-standard products and overall low quality. The newer production units,
which are growing at the expanse of the low-quality systems, are targeting richer domestic

consumers who desire meat quality above low prices, and also targeting foreign consumers.*

The high-quality slaughterhouses sometimes own large cattle farms themselves,* and in other
cases farmers are contracted with the slaughterhouses. Usually is slaughter, cutting and
packing (and sometimes also refining activities such as precooking) taking place within the
same establishment, guaranteeing a better hygiene throughout the processing. The
slaughterhouses have strict quality control systems and veterinaries employed on site. The
processing is also being controlled by the buyers; importing firms as well as supermarket
chains. Having the whole process within the same walls also gives higher control of animal
treatment, which is necessary as the buyers demand high traceability on the meat. A third
important advantage is the ability to produce exactly what the buyer needs. Generally the
buyer, often an importing firm, has specific terms on the product, such as meat quality,
required cuts, package size and package design. The Brazilian meat sold in Sweden is all
slaughtered, cut, packaged and labelled within these establishments, on specific terms made
by the importers.®® Recently, there have also been new conditions for animal processing, since
new regulations demand that all beef cuts traded and retailed should be free of bone, packaged

in plastic bags, and labelled with information regarding slaughter.®” Supermarkets played a

82 John Wallmark, North Trade AB, 070326 & Sven Rydberg, Annerstedt Flodin AB, 070321.

8 Thais Zimbres, ABIEC, 070330.

8 Zylberztajn & Filho, 2001, p 159-160, 164.

® Jonas Svensk, ICA, 070326 & Sven Rydberg Annerstedt Flodin AB, 070321.

% |hid. & John Wallmark, North Trade AB, 070326 & Kjell Hellstrom, Annerstedt Flodin AB, 070321.
87 Aguiar & da Silva, 2002, p 146.
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crucial role in this transformation process, which the well prepared large-scale establishments
assimilated easier than the smaller slaughterhouses.® The top-modern establishments are huge
and employ a large number of people, especially in the meat packing activities.* For instance,
the members of the Brazilian Beef Export Industries Association, ABIEC, have 80
establishments in Brazil which together employ 80000 people.” There are around 30 major

establishments in Brazil today.™

4.3 Product reaches consumer - the level of distribution
4.3.1 Domestic market

Since the mid 1990s, demand for beef in Brazil has become relatively less important while
demand for chicken meat has increased.” As the major part of the Brazilian consumers are
price-driven rather than quality-driven, this shift is mainly a cause of the falling relative prices
on chicken meat, due to increased efficiency in its production level, thus making it an
important source of protein for the low-income Brazilians.” Another reason why chicken is
now more important than beef is that middle and high income consumers have become more
concerned about health and thus low-fat meat.”* However, beef meat is still an increasingly
important commodity on the Brazilian market,” and the main consumer is the middle income

citizen since high income consumers sometimes rejects red meat out of health preferences.”

The beef in Brazil is distributed to final consumers by butcher shops and supermarkets,
whereas the latest is becoming increasingly important since the mid 1990s. In 1999, 65
percent of the domestic beef distributions were assigned by supermarkets, hotels and

restaurants, and only 30 percent by butcher shops. The remaining 5 percent were distributed

% ABIEC, 20064, p 8.

% Ibid., p 20-22.

" Thais Zimbres, ABIEC, 070330.

" John Wallmark, North Trade AB, 070326.

2 EAOSTAT, Core Consumption Data, accessed 070227.
7 zylberztajn & Filho, 2001, p 157-158.

™ Aguiar & da Silva, 2002, p 145.

" FAOSTAT, Core Consumption Data accessed 070205.
® Aguar & da Silva, 2002, p 159.
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by “meat boutiques”; minor stores specialized on high quality meat, targeting high income
consumers, which also tend to become increasingly important. The apparent trend is higher
concentration around fewer supermarket chains, which of course has affected the bargain
between processors and retailers. While processors traditionally had greater control over
products and pricing, the decreasing number of retailing supermarkets now gain advantages
because of centralization and standardized demands on products. The trade liberalization of
the 1994 Real Plan thus seems to increase the influence and profits of the Supermarket chains
in Brazil.”” These chains are mainly joint ventures cooperating with, or are direct investments
of, the major transnational players such as Carrefour, Wal-Mart, Royal Ahold and Sonae.
However, the leading supermarket chain in Brazil is Pdo de Acgucar, which is a Brazilian
based company. The supermarkets, reaching out to more demanding consumers, have higher

demands on suppliers, making it harder for small processors to carry on their business.”

4.3.2 Export market

The overall livestock sector in Brazil has increased the past decades, and between 1992 and
2005 the production of beef has almost dubbed, mainly because of a higher international
demand.” In 1990, only 3 percent the beef meat produced in Brazil was exported,*® and today
the export rate has risen to 25 percent.®* In 2006, almost 1,6 million tonnes of beef (mainly
frozen) were exported, reaching an export value of nearly 4 billion US$,% making Brazil the
largest beef exporter in the world.® Only 17 percent of this meat was processed and the rest
was “In Natura” beef, also a difference from 1990 when processed beef was more popular.®
The increasing beef exports is partly connected to the trade liberating “Real Plan”, which
boosted a general rise in commodity exports from Brazil; a tripling since 1992. But there has
also been an increase in the amount of beef of the total commodity exports (both industrial

and agricultural); a rise from 0,8 percent in 1992 to 2,2 percent of the total commaodity exports

" Aguar & da Silva, 2002, p 146-147, 150, 154-157.

"8 Zylberztajn & Filho, 2001, p 159.

 FAOSTAT, Core Production Data, accessed 070205.

8 FEAOSTAT, All Data, accessed 070401.

8 |bid., & Thais Zimbres, ABIEC, 070330.

8 ABIEC, 2005 & ABIEC, 2006h & COMTRADE, accessed 070424.
& ABIEC, 2006a, p 9

& ABIEC, 2005 & ABIEC, 2006bh.
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in 2006.% Beef has now become a more important export product than coffee and is Brazil’s
fourth most important export product, after soybeans, soy cakes and chicken meat.* The
European Union is the most important trade partner, but less developed countries such as
Russia, Egypt and Chile, have recently increased their imports of Brazilian beef.®” In 2005,

Egypt alone imported half as much as all the European Union countries together.®

Chart 3. Brazilian exports of beef meat 1989-2006
Source: ABIEC, 070330
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Today there are 154 establishments authorized for beef export in Brazil. ABIEC’s 19
members controls most of them, and are responsible for 80 percent of all beef exports.* The
five largest exporting firms (Bertin, Friboi, Independencia, Minerva, and Frigotel) alone
account for 60 percent of the Brazilian beef exports.” Since 2001 ABIEC has, in cooperation
with governmental agencies, initiated a program with the objective to promote the brand
“Brazilian Beef”. ABIEC is calling attention to the product as healthy, environmentally
friendly and “natural”, referring to grass-fed animals instead of grain-fed. The EU is ABIEC’s
primarily focus but other markets, such as the Middle East (Egypt), Russia and Latin America
(Chile), are also targeted. One way of promoting the product is reverse marketing, where
foreign importers and journalists travel to Brazil to meet the producers. ABIEC’s promotion

program is financially supported by the National Export Promotion Agency (APEX).*

% COMTRADE, accessed 070201.

8 FAQ, Internet site, accessed 070215b.
8 COMTRADE, accessed 070201.

8 USDA, 2006, p 13.

# Thais Zimbres, ABIEC, 070330.

% USDA, 2005, p 9.

1 USDA, 2006, p 8-9.
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4.4 Distribution in Sweden

In the year 2004, the average Swede consumed 81 kg of animal meat (fish excluded). This is
so far the top of an escalating demand rise since the 1960s annual consumption level of 51
kg/person. The largest increase took place during the period 1990-2004, and came primarily
from chicken meat and pig meat,* which somewhat correlated with domestic production. The
demand for beef meat has also increased, but not alongside domestic production. Since the
mid 1970s the Swedish production of beef meat has steadily decreased, and in 2004 was the
number of tonnes produced as low as the 1960s level.®* Hence, approximately 55 percent (14
kg), of the 25 kg beef consumed annually by the average Swede, are imported.* The meat
comes primarily from the EU, in particular Ireland, Germany and Denmark. Since the late
1990s, also Brazil has become increasingly important for Swedish beef imports. In 1999 were
144 tonnes beef imported from Brazil, and in 2005 were 6325 tonnes imported, a value of 39
million US$.* In 2006, Sweden was the sixth largest importer in the world of fresh/chilled
Brazilian beef, however a small part of the total Brazilian beef exports which mainly are
frozen.% Brazilian beef accounts for 10% of the total beef import and roughly 4 percent of the

total Swedish beef consumption; approximately 1 kg/person/year (Chart 4).%

Chart 4. Swedish imports of beef meat 1988-2006
Source: SCB (2007)
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%2 Swedish Board of Agriculture, 2006, p 26.

% Swedish Board of Agriculture, 2005, p 14, 33.

% Swedish Environmental Protection Agency, 2007, p 11 & Swedish Board of Agriculture, 2006, p 26.
% Statistics Sweden, accessed 070401.
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In other words, the ongoing Swedish trend is higher meat consumption, in which foreign meat
is important, especially beef which has no domestic production increase. In only six years,
Brazilian beef has become a fast growing product of import. However, in 2006 the import
quantity of Brazilian beef decreased with 25 percent (Chart 4), simultaneously as the import
value remained nearly unchanged.® This can be explained with the recent foot-and-mouth
disease outburst, hindering the trade flow between Brazil and the European Union, which
consequently resulted in higher prices on the Brazilian beef and thus lowered the demand.
However, when the foot-and-mouth disease will be controlled, and the trade flow fully opens

again, the Swedish imports of Brazilian beef are expected to continue its increase.*

4.4.1 Meat importers

The standard way for Brazilian beef to enter the Swedish market is through an importing firm.
Examples of relatively small firms are Sten Davidsson, Handelskompaniet, Johan i Hallen and
STC." However, the Swedish imports are dominated by two main firms; North Trade AB and
Annerstedt Flodin AB, or “Flodins. The minor one of the two is Flodins, which is a part of
The Annerstedt Group. The parent company, Annerstedt Holding, is owned by Swedish
Meats, a farmer-owned food group that controls the major part of the Swedish livestock
production.’ North Trade is the leading Swedish meat importer, accounting for 60 percent of

the total imports of fresh beef from Brazil in 2005.'%

Both North Trade and Flodins have an intimate cooperation with a few major exporting
slaughterhouse establishments in Brazil. The establishments follow the exact requirements of
meat quality, animal raising, cutting, and packaging, asked by the importer. Because these
specific demands require certain continuity, the importers lack the ability to do fast switches
between suppliers. Thus, the importers do not always seek the cheapest supplier for the
moment, but chooses instead to regularly negotiate the prices with the long-term cooperating
supply partner in Brazil. The meat is ordered regularly, but large orders can also come up fast

if a supermarket chain, the customer of the importer, decides to have a price campaign on

% Statistics Sweden, accessed 070401.

% Sven Rydberg & Kjell Hellstrdm, Annerstedt Flodin AB, 070321 & John Wallmark, North Trade AB, 070326.
19 jonas Svensk, ICA, 070326.

101 Annerstedt, Internet site, accessed 070212 & Swedish Meats, Internet site, accessed 070212.

102 inda Eriksson; North Trade AB, 070216.
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Brazilian meat. These orders require great resources and flexibility for the importer as well as
for the Brazilian supplier. After being ordered, the meat is transported to the cost and then
shipped overseas, often to Hamburg and then further to Stockholm or Gothenburg. When the
beef enters the EU an import duty has to be paid. The duty gets higher along with the sub-
primal value. For instance are hindquarter cuts of higher value, and thus requires a higher
duty, than forequarter cuts. But there is also another even higher duty, which is fixed on all
imported beef meat and increase with the weight. Hence, imports of low-value beef, for
instance minced meat, is more profitable to buy within the EU and only high-value meat is
gainful enough to import from countries such as Brazil.'”®* However, import of Brazilian beef

is still a lucrative business due to low production costs combined with high-quality meat.**

The Swedish importers have mainly two kinds of buyers; supermarket chains, such as ICA,
COOP, Axfood and Vi-butikerna, and wholesalers, such as Martin Olsson, Servera, Svensk
Snabbmat, Axfood Snabbgross, and Servicegrossisterna.'® North Trade also delivers some
meat to semi-manufacture firms, a business which is believed increase in the future. In
addition, North Trade also distributes a minor part of their beef to the Finnish market.'®
Flodins sells around 60 percent of their meat to wholesalers, and 40 percent to supermarket
chains, but for North Trade the supermarkets have a superior importance. As will be seen in

the following sections, wholesalers and supermarkets are very dissimilar types of buyers.*’

4.4.2 Supermarket chains

In Sweden, only three supermarket chains are entirely dominating the market. COOP and
Axfood are equally large and together as big as ICA, which dominates 46 percent of the
market share.'® ICA is also 60 percent owned by Royal Ahold,'® the fifth largest supermarket
chain in the world."® However, COOP is the largest retailer of Brazilian beef in Sweden, due

1% John Wallmark, North Trade AB, 070326.

1% Mats Norén, COOP, 070322.

1951 inda Eriksson; North Trade AB, 070216 & Sven Rydberg & Kjell Hellstrém, Annerstedt Flodin AB, 070321.
196 30hn Wallmark, North Trade AB, 070326.

97 1bid., & Sven Rydberg & Kjell Hellstrém, Annerstedt Flodin AB, 070321.

1% Mats Norén, COOP, 070322 & Jonas Svensk, ICA, 070326.

109 1cA, 2008, p 4.

19 planet Retail, 2006, p 16.
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to the choice of providing the meat continuously and not only at campaigns. COOP also has a
more intimate cooperation with North Trade compared with the other supermarket chains.
Through an “open book™ business, COOP is able to see all prices added along the chain from
the Brazilian suppliers. This transparency does not only tighten the bound to North Trade, but
also gives advantages in negotiations with other meat importers since all prices are visible.'"*
North Trade also prefer to work in this way because COOP is an highly integrated company,
which makes orders and organisation smoother, in contrast to ICA where each supermarket
store have more individual power. This transparent way to distribute is less short-term
lucrative for North Trade, but provides instead long-term and safer trade relations.'? Even
though COOP sometimes buys directly from Brazilian suppliers, it is preferred to let North
Trade handle this connection. Thus, North Trade can be described as a close trade partner of
COORP, responsible of dealing with Brazilian suppliers and guarantee the specifications on the
meat. These specifications are proposed by COOP and adjusted by North Trade and thus
created together.™* Alike COOP, ICA also prefers to buy Brazilian beef through the importing
firms. However, there could be a price advantage if the commodity was to be imported
directly and an own concept around the product developed, but as long as these opportunities
are provided by the importers there is no need for the supermarket chains to implement this
strategy. ICA buys meat from both North Trade and Flodins frequently. Even though ICA
does not have as clear specifications on their products as COOP, there is a possibility to
develop this if needed."* If there would be a dramatic lack of demand, for instance due to a
rainy summer, the supermarket chains can have discussions with the importers to decrease
their order. This also happen the other way around, when a quick upcoming campaign

approaches, the importers are often flexible enough to arrange the hastening delivery.'*

4.4.3 Restaurants and wholesalers

It is very unlikely to find Brazilian beef in restaurants of the public sector, such as schools and

hospitals, since only high-value cuts from Brazil are offered from importers. The commercial

1 Mats Norén, COOP, 070322.

112 3ohn Wallmark, North Trade AB, 070326.

113 Mats Norén, COOP, 070322.

114 Jonas Svensk, ICA, 070326.

115 1bid. & Mats Norén, COOP, 070322 & Kijell Hellstrém, Annerstedt Flodin AB, 070321.
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restaurants however gain from choosing Brazilian beef since good quality is provided for a
relatively low price. The restaurants also request uniform products, necessary to provide an
identical quality of the menu offers, making the standardized Brazilian beef a better option
than the unpredictable beef from Sweden.*® The randomness of Swedish beef meat originates
from the cattle raising, which often is done relatively small-scaled on individual basis, lacking
standard criterions from slaughterhouse establishments. In addition, the Swedish meat is often
a by-product from the milk production, while Brazilian beef generally comes from younger
steers (castrated bulls). Because of the low production quantity in Sweden, few demands can
be asked on this level, while the huge production in Brazil has more opportunities to provide
standardized commaodities. However, it is likely that Sweden also will follow the trend of

standardization, in order to receive sustainable competitiveness independent from subsides.*’

The restaurants purchase their meat from Swedish wholesalers, which in turn buy the beef
from the importing firms. The wholesalers lack the ability to do direct imports from Brazil,
since the small quantities asked will not be accepted by the Brazilian suppliers. It is however
more beneficial for the wholesalers to have an importing firm taking the risks of market
fluctuations and transaction costs. While the supermarket chains have very specific demands
on the supply level, the wholesalers mainly have preferences on the animals to be big-sized
steers, which are producing the most high-qualitative beef.*® The meat quality is also decided
on the amount of graining (the network of fat running throughout the meat), since high-
grained meat represents an advantage in food preparation, preferred by restaurants."® The
wholesalers, in contrast to the supermarket chains, thus generally prefer more expensive
Brazilian beef of higher quality. While quality above price is preferred by wholesalers,
different kinds of qualities are also purchased to meet the demands of various restaurants. The
large number of wholesaling firms heightens the competition of attracting restaurant
customers with the lowest price, thus decreasing the influence over the production chain.
Sometimes a deeper cooperation is established together with restaurants in order to maintain

the business relation. This is however very uncommon in the relation with importers.'?

118 3im Wadhagen, Martin Olsson, 070426.
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4.5 The consumption level

In the restaurants, information about origin of the meat is hardly ever available for the final
customer (except in specialised niche restaurants) mainly because this knowledge is seldom
requested by the customer.’” Since Brazilian beef has very high quality, combined with
affordable prices, it is a common choice of high-value meat for both gourmet restaurants and
simpler eateries. The final consumer thus varies in accordance with the standard of the
restaurant delivering the beef. This consumer seldom has preferences about how the meat

should be produced, as long as its quality corresponds with the price.'?

As the supermarket customer mainly desires cheap quality meat, the target group is not the
gourmet customer, but the ordinary price-driven Swede who prefers highest quality for
smallest amount of money. Consequently, the supermarkets often use Brazilian beef in
campaigns and advertising as a way to draw customers into the supermarket. In order to
succeed, the supermarket chains often have extremely low prices on the meat, sometimes
actually making a financial loss on the specific product, but the gain is made through sales of
other more profitable products, done by the customers when entered the supermarket.'”
Hence, the supermarket consumption of Brazilian beef is not only a cause of the valuable
price due to low production costs, but also a result of the supermarket marketing strategy for
attracting customers. Besides the price, the Brazilian beef meat is also marketed as “natural”,
referring to grass-fed animals being outside all year around. North Trade’s premium brand is
named “Naturkott” (natural meat) and the packages are decorated with a picturesque picture
of bovine animals wandering freely in an open landscape. The Internet site emphasizes fair
treatment of the animals which, as a by-product, generate a high-quality meat."** Generally in
the business of meat, there are no big budgets for large marketing campaigns, neither for the
meat importers nor the supermarket chains. However, there have been some TV-commercials
in Sweden through the cooperation between North Trade and COOP. But the main marketing
channel is through pictures in the advertising leaflets produced by the supermarket chains, in

which the Brazilian beef often has a central position. The text in the leaflet often contains
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information about the production conditions. Sometimes the importers produce folders to
spread product information in the supermarket. The Swedish distributors also rely on the
customer to recognise the product and remember its quality, since the high standardization on
the Brazilian beef guarantees the same positive experience for the customer every time a
purchase is done, in contrast to the Swedish beef which is more unpredictable due to the low

standardization.!®

4.6 Chapter summary

The production chain starts in Brazil with the design of the beef product; the choice of breed
and animal nutrition. The Swedish buyers have generally no specific requirements on
breeding, but instead nonnegotiable demands on pasture-based production. Brazil has the
largest commercial cattle herd in the world, located chiefly in the Center-West and Southeast
regions of the country. The heard is mainly concentrated to very large farms, often subsidized
through advantages credit programmes. The Swedish importers generally buy from these
farms since they are able to comply with the requirements asked. In the processing level are
small-scaled and low-qualitative slaughterhouses diminishing at the expanse of larger top-
modern establishments. These often integrate the whole level of processing; slaughter, cutting
and packaging, into the same establishment, giving them a better control of the entire
processing and the advantageous ability to produce exactly what the buyer needs. While the
cattle raising involves very few people, the processing level employs around 80000 people,
mainly in meat packaging activities. Chicken meat is the fastest growing meat product on the
Brazilian market, but beef has also proved to be increasingly important. The beef is mainly
distributed to the Brazilians by a declining number of supermarkets, most of them connected
to transnational supermarket chains. The past decade the international demand for Brazilian
beef has increased dramatically; where the EU, Russia, Middle East and Chile are major
buyers today. In Sweden, the total imports of beef have increased dramatically, as a result of
higher consumption combined with limited domestic production, and Brazil has become an
increasingly important trade partner the past 7 years. Two major importing firms; Flodins and
North Trade, are dominating almost the entire market. As the supermarkets chains in Brazil

have strict requirements on how animal nutrition, slaughter, cutting and packaging should be
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done, so have the Swedish importing firms, making them unable to do fast switches between
suppliers. The demands from the importing firms are often results of requirements from the
supermarket chains. The leading firm, North Trade, has an intimate cooperation with COOP,
the largest retailer of Brazilian beef, in which they develop the product together. This strategy
is also used towards the other supermarket chains, and also used by Flodins, however not to
the same extent. The Swedish retail market is dominated by three supermarket chains,
Axfood, Coop, and ICA, of which the latter is as big as the previous together. The Brazilian
beef is often used by these firms as way to attract final consumers into the supermarkets, by
advertising the meat as low prised, but also high-qualitative and environmentally friendly.
The final consumption of Brazilian beef is also done in commercial restaurants. This meat is
delivered by wholesalers, which in turn buy these products from the importing firms, however
not on the same specific terms as the supermarket chains, but rather only due to meat quality.

A heuristic description of the entire chain of production is presented in Figure 2 below.

Figure 2. Brazilian-Swedish beef production chain
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5 Analysis and discussion

The first section of this chapter has the purpose of identifying and analysing the power
structures within the Brazilian-Swedish beef production chain, by means of the theoretical
approach presented in chapter two. Secondly follows a section that aims to outline what socio-
economic consequences might be connected to the Brazilian beef production. This section
should be seen more as a discussion, however based upon the previous empery and theoretical
analysis, which accordingly also contains some ideas about how further research could deepen
the understanding of these social dimensions. Thirdly, the chapter briefly concludes the entire
thesis by reconnecting with the questions at issue, stated in the introduction chapter. Finally, a
separate section about the suggested further research on this subject will be presented, built

upon the new questions raised while carrying out this study.

5.1 Power structure within the production chain

The production chain of beef meat, produced in Brazil and distributed in Sweden, can clearly
be identified as buyer-driven. The buyers of the processed meat are mainly meat importers,
which always have detailed requirements on how production and processing should be done.
These demands have consequences for the actors involved all the way down the chain. The
requirements on pasture-based production, and preferences on the animal’s age and gender,
create a barrier to entry for the cattle farmer. This represents an advantage for the large-scale
farmer who has opportunities to comply with these demands, and have the capability to
survive inspection from slaughterhouse establishments as well as foreign importing firms and
supermarket chains. Governmental agricultural policies; credit programs with subsidized
interest rates, are accessible by all farmers but is often more beneficial for the large-scaled.
This farmer also has better negotiation possibilities towards the slaughterhouse establishments
because of the capability to provide large quantities. Hence, the economic rent within these
levels belongs to the farmer who possesses large assets and is flexible enough to comply with

slaughterhouse establishment demands, required from the buyer-end of the production chain.

The buyer requirements also have significant consequences in the processing level. Only the

large high-quality slaughterhouse establishments have the resources and capability to meet the
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specific requirements from importers, at the same time as traditional slaughterhouses are
disappearing one by one. The suppliers need the ability to control the whole process of
slaughter, cutting, packaging and package design, and the flexibility to adjust the production
to the specific needs of each buyer. The major exporters are supported by governmental
policies that offer long-term credits and state tax substitution, fuelling the growth of these
exporting establishments. Thus, economic rent arrives from further control of the whole beef
processing (slaughter, cutting and packaging), and from advantageous agricultural policies,
but mainly from the establishment’s ability to satisfy important buyers. The rent become
strongest when the flexibility reaches the extent that an intimate and sustainable cooperation
with the buyer can be initiated. Thus, the barriers to entry the processing level are very high,
because connections and great starting capital is crucial to being successful in this process.
Since the importers prefer to work with the already biggest and most professional suppliers,
which exclusively take their cattle from large-scale farmers, a concentration trend in the levels
of production and processing is clearly visible. The major processing establishments have
more power than the farmers in the chain of production, because their large scale gives
capability to choose between the primary suppliers. However, the major power still is

concentrated in the buyer-end of the production chain (Figure 3).

Since the importing firms have numerous requirements on how production and processing
should be done, they evidently strive to control the supply level of the chain. This strategy has
been quite successful, having both farmers and processors attempting to meet the demands of
the importers. Even if the processing establishments consists of actors incomparably larger
than the importing firms, power is still more concentrated around the buyers since they are
dictating the way of production and not the other way around (Figure 3). It is necessary for
the importer to have close connections with the Brazilian suppliers in order to control the
supply level of the chain. Therefore it is an unlikely scenario for the importers to frequently
switch between different suppliers. Instead they gain from deepening the cooperation with one

or a few suppliers that are large and flexible enough to maintain a sustainable relationship.

For the importer it constitutes a major difference to have a supermarket chain or a wholesaler
as buyer, since the latter have less specific requirements on how the meat should be produced,
cut and packaged. However, the wholesalers generally require higher meat quality, requested
by restaurants, than the supermarket chains. The restaurants also prefer a high standardization

on the product, making it easier to guarantee the uniform quality necessary when having a
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repute menu. Hence, as long as the meat is guaranteed by standardization to be highly
qualitative, coming from bigger animals, the wholesalers generally accept the meat offered by
the importers. The wholesalers thus seem to exercise less power over the production than the
importers. The restaurants seem to be a little bit more influential because of the competitive
situation taking place among the wholesalers, but since the restaurants are scattered and

small-sized actors, their power over the production chain is still rather limited (Figure 3).

When having the supermarket chain as buyer, the importing firm seems to achieve more gains
the more flexible and accommodating towards the supermarket chain. Thus, in order to be a
successful importer, one needs the capability to work intimate with the supermarket chains
and the flexibility to be able to meet all of their demands. The most successful Swedish
importing firm, North Trade, is also the one working closest to the supermarket chains
(COOP in specific), which seems to have created a comparative advantage on the market.
Hence, the supermarket chains are clearly the major drivers, possessing most power, in the
beef production chain (Figure 3). Because of the huge size of these supermarket chains, very
specific demands on production can be stated and implemented. These influential actors
become even stronger while cooperating intimately with an importer, which further
concentrates the power at the buyer-end of the production chain. Supermarkets chains seem to
be the main driver also in the Brazilian buyer-end of the production chain, since they are the
main buyers from slaughter-house establishments. These chains have similar demands on the

way of production as the foreign buyers, thus also striving to govern the entire supply level.

Hence, economic rent is mainly achieved by the supermarkets through additional control of
the entire chain of production, and not, for instance, by innovation or further access to natural
resources. The governance gives the advantage of rapidly receiving standardized beef
products, exactly fitting the contextual needs, just in the right time. However, this is only a
possibility for a major and influential retailer, thus making the barriers to entry extremely
high, resulting in a concentration among the retailers. This retail concentration is accelerating
fast on a global scale, where fewer supermarket chains receive even more power.' In the
Swedish context, only three supermarket chains (ICA, COOP and Axfood) are nearly entirely
dominating the market, and ICA alone accounts for 46 percent of the market share. Thus,

entrance on the Swedish retail level might only be achievable by the major transnational

126 Planet Retail, 2006, p 1.
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supermarket chains, having enough resources and capital available for entering. However,
foreign competition might be a bigger issue for Axfood and COOP, since ICA itself is a part
of the transnational supermarket chain Royal Ahold. The one apparent way to avoid foreign
competition, thus maintaining the economic rent, is towards further control of the entire

production chain. This trend is clearly visible in the example of beef meat.

On the contrary, it could be stated that significant power lies in the very end of the production
chain; in the hand of the restaurant and supermarket consumers, since they are responsible for
the final purchase of the beef. However, restaurants consumers seldom have preferences about
the origin of the meat, only the price and quality, making it up the restaurant to choose what
meat to purchase. In contrast, the customers in supermarkets actively choose what kind of
meat to buy. However, this choice is not as free as it first appears, since the pick often is a
consequence of how the beef has been advertised. The Brazilian beef is often used as a way to
draw the customer into the supermarket through advantageous price offers, in order to have
the customer buying other products, more lucrative for the retailer. Since the price-driven
Swedish supermarket customer most likely strives to consume the best product for the lowest
price, the price-deciding supermarkets withhold the actual power from the customer. While
the final purchaser potentially has a lot of power, simultaneously as the Brazilian processor,
she will most likely choose the best and cheapest product offered, just like the processor also
will choose the easiest way to make profit. Thus, although the supermarket customer certainly
has a potential power over the chain of production, just like the Brazilian processor, this

power instead seems to concentrate around the supermarket chains.

In sum, the governance of the Brazilian beef production chain, as portrayed in Figure 3
below, is undoubtedly concentrated in the buyer-end, where the supermarket chains are the
main drivers. These firms influence the entire chain of production since they have preferences
on both farming and processing. They also exercise power forward in the chain as the
Brazilian beef deliberately is used as a way to attract the costumers and encourage further
consumption. In practice the supermarket chains control the purchases of their customers, thus
withholding the potential power of the final consumers. The power of the supermarkets gets
even stronger when cooperating intimately with an importing firm, flexible enough to meet
these specific demands and capable of implementing them on the supply level. Even though
the importers get stronger while cooperating with supermarket chains, they also independently

possess power over the supply level, because of their specific demands on the way of
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production. Commercial restaurants seem to be a bit more influential than wholesalers, having
some requirements on beef quality and standardization, whereas wholesalers generally accept
the product offered by the importers, as long as it follows the restaurant requirements. The
restaurant customer lacks substantial power because of the frail opportunity to choose origin
and quality of meat while consuming. The Brazilian processors are major actors and might
therefore potentially have essential power in the chain of production, just like the supermarket
customer. However, the processors make most profit by following the buyer instructions,
including implementing the requirements on the level of cattle raising. The farmers
consequently have very little power, similar to the restaurant consumer, to influence the

production chain of Brazilian beef.

Figure 3. Power distribution within the Brazilian-Swedish beef production chain
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5.2 Socio-economic consequences

As the production chain of Brazilian beef has been mapped, and the power structures within
the chain have been uncovered, the final task of this study is to outline the connected socio-
economic consequences in Brazil. The difficulty to find a complete answer to this question,
out of the given empery, has become clearer throughout the research process. Hence, this
section is a discussion about the likely consequences, built on the empirical and analytical
findings of this particular study. Some of these results also have to be validated by additional

study, which is why this section naturally approaches several issues for further research.
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One of the main issues discovered in this study was a trend towards concentration of power in
each level of the production chain. On the farming level, large-scale cattle holders seem to
succeed at the expanse of the small-scaled, as they have better opportunities to comply with
the standardized demands of the buyers. This will naturally have socio-economic
consequences because the minor farmers are likely loose their source of income. However,
since the farming level employs very few people this might not be a major issue from a

utilitarian point of view, but it still constitutes a harsh reality for the farmer affected.

The concentration trend can also be seen in the processing level. The minor slaughterhouses
are disappearing due to the expansion of the top-modern slaughterhouse establishments. This
process might be beneficial for the consumer, meaning improved safety and quality of the
food, as well as lowered relative prices, due to the large-scale production and enhanced
professionalism. However, as the main buyers of this high quality meat are either foreigners
or richer domestic consumers, these positive outcomes can hardly be said to benefit the
Brazilian citizens with low purchase power. As the processors of cheap meat gradually
disappear, the low-income Brazilians might instead have harder to obtain the food containing
higher nutritional values, such as beef meat. The diminishing of minor slaughterhouses might
also result in less employment opportunities. Even if the major establishment employs
thousands of people, these are often well educated in order to maintain the high quality,
making the new jobs unreachable for Brazilians lacking adequate education. However, the
process of packaging might not require any special education, and the industrial growth will
thus result in more jobs for packagers. This is of course positive for the potential worker, but
the concentration of the establishments might still be a problem since the declining numbers
of processing establishments might result in longer travels for the worker, or even the
necessity to change city of residence. On the other hand it should also be mentioned that in
the cities where the major establishments are located, these firms are doing various social
projects (at least according to the firms themselves), such as education programs and coverage

of collage fees for studying employees, besides providing a large number of jobs.**’

One of the impacts of Swedish beef meat consumption thus seems to be a contribution,
however a small one, to the ongoing process of power concentration along the production

chain. Farms are becoming fewer and bigger. The processing level is concentrating the

127 ABIEC, 20064, p 20-22.
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slaughter, cutting and packaging to major complexes, at the expanse of smaller processors.
The Swedish end of the chain is a small industry, but also this level is governed by a few
major actors. The primarily distribution is dominated by two main actors and the distribution
to the final consumer in the supermarkets is concentrated to three major actors. The only
exception is the restaurant side of the distribution level, where several actors are involved.
The fact that power is being concentrated among fewer actors along nearly the entire
production chain might be a problem itself, especially in a world so eager to preach the
doctrine of free trade, since minor actors are excluded from markets through the high barriers
to entry. The lack of ability for minor actors to enter the market, in the Brazilian production as
well as in the Swedish distribution, gives additional power to the few actors involved. This
hinders the innovative upcoming entrepreneurs to challenge the leaders, which could hold
back the development process. Moreover, as the powerful supermarket chains govern even its
customers, through advertising campaigns, the power shifts from the customer to the
supermarket. Thus, the ongoing trend of power concentration generates unequal access to
influence and power. In a country such as Brazil, already struggling with huge socio-

economic inequalities, this might be an extremely unluckily evolution.

A potential problem with the worldwide nutritional shift towards more animal-based protein,
which is well connected also to the Swedish food consumption, is that the non-animal food
production may be affected negatively. As the supermarket chains expands and target less
developed countries, offering affordable beef meat which earlier was considered a luxury, this
might have a direct effect on the vegetable producing farmer. Since half of the 854 million
undernourished people today are counting on small-scale farming as livelihood,*? this will
certainly not be a positive development for the rural poor. Opportunities to employment will
decrease since beef production requires very few people on the farming level, in comparison
to the vegetable food production which is much more labour intensive. Another issue is how
the rising demand for Brazilian beef requires constant expansion of land for pasture. Higher
consumption of meat worldwide will also boost an expansion of the soybean production, since
soybeans mainly are sold as livestock fodder on foreign markets. Along with this rising
demand for land, prices will certainly go up, thus making it even harder for non-creditable
Brazilians to claim this land. An important further research question is thus how the numerous

landless people in Brazil will be affected by this land expansion process, due to the domestic

128 EAQ, 2006c, p 8 & UN, 2005, p 4-6.
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and foreign livestock industry. However, these two hypotheses can not be verified through the
empery of this thesis, but requires further research focused on these particular questions. It
should also be said that the environmental difficulties, connected to beef production in Brazil,
tend to increase with the rising demand for meat worldwide. This will most likely have
negative socio-economic impacts, affecting the already powerless and vulnerable Brazilians,

making it an important concern also requiring further attention.

Besides outlining socio-economic consequences of the increasing meat consumption,
questions could also be raised about the cause of this nutritional shift taking place worldwide.
Since consumption rates rises even in rich countries, with consumers less limited by high
relative prices, the overall status of meat may have improved. The changing status might also
be connected to promoted diets of high protein intake combined with low intake of
carbohydrates. As this thesis has indicated, the gains from the increased beef consumption
mainly end up in the hands of a few already powerful actors, and the driver dictating this
process is the buyer of the product; mainly the supermarket chains. Thus, it might be argued
that the shift towards higher meat consumption not only is the cause of lower prices and richer
consumers, but also from a change in lifestyle and food preferences, promoted by the
powerful actors profiting from this nutritional shift. For instance, the Swedish supermarket
chains market the meat through leaflet advertisements, since offering affordable high-quality
meat obviously attracts customers into the stores for further consumption. However, this
hypothetical cause of the nutritional shift has to be validated by further research, significantly

important if the consequences of the growing beef industry prove to be mainly destructive.

5.3 Conclusions

This concluding section will be structuralized by reconnecting with the three questions at

issue, stated in the introduction chapter:

e How is beef produced in Brazil and how does this product reach the Swedish market?

The cattle are mainly raised in large sized pasture-based systems with stocking all year
around. Slaughter is often done in major top-modern establishments, where also cutting and
packaging is done, all due to the requirements asked from the buyer. Importing firms in

Sweden purchase the product and transport it to Sweden by boat, after stating their specific
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demands, which in turn often are asked by the supermarket chains. These retailers buy the
meat from the importer and then offer it to the final consumer in the supermarket. The
importing firms also delivers to wholesalers, which further distributes to restaurants, offering
the prepared beef to the final consumer. Figure 2 provides a heuristic overview of the

Brazilian-Swedish production chain.

e How is power distributed within the chain of production?

The production chain can be identified as buyer-driven, with the supermarkets in the driving
seat. These firms strive to control the entire chain; backwards through requirements on both
farming and processing, implemented by the importing firms; and forwards by using the beef
as a way to attract the final consumer and thus encourage further consumption. Nearly as
powerful are the importers, executing their specific production demands on the supply level,
getting even stronger the more cooperative towards the supermarkets chains. Commercial
restaurants seem to be a bit more influential than wholesalers, having some requirements on
beef quality and standardization, whereas wholesalers generally accept the product offered by
the importers, provided that it follows restaurant requirements. Least power over the
production has the restaurant customer, because of the frail ability to oppose the meat being
offered. The Brazilian processors are major actors and might potentially, just as the
supermarket customer, have essential power in the production chain. However, the processors
benefit most by following the buyer’s requirements, and implementing these on the cattle
raising. The farmers thus have very limited influence, similar to the restaurant consumer. The

power distribution of the Brazilian-Swedish production chain is presented in Figure 3.

o What might be the socio-economic consequences in Brazil due to this production chain?

This question has proved to be rather difficult to answer entirely out of the given empery of
this study, which is why further research on this particular subject is needed. However not
completely validated, several likely consequences connected to the empirical and analytical
findings of this study have still been discovered. The Swedish beef consumption seems to be a
contribution, however a small one, to the growing process of power concentration along the
production chain. Farms are becoming fewer and bigger at the expense of small-scale cattle
holders. The processing level is concentrating the slaughter, cutting and packaging to major

complexes. This is predominantly beneficial for the rich, and not for the low-income
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consumer unable to afford the high-quality meat offered. Instead may the affordable meat
disappear, thus worsening the nutritional situation for the undernourished Brazilian. The
slaughterhouse concentration might also generate employment losses for the poor citizens,
since the major establishments require mostly a well-educated labour force. The declining
number of establishments might also have the worker to attend longer travels or even change
city of residence. In addition, the power concentration creates high barriers to entry, making
market access a scarce asset, which might be an unluckily evolution in a country such as

Brazil, already struggling with huge social inequalities.

5.4 lIssues for further research

While this study has been carried out, additional concerns connected to the subject have been
discovered. Some of these have already been mentioned in this thesis, some have not. Hence,
this section will assemble all of these issues with the aim to outline subject matters for further

research under the topic of Brazilian beef production consequences.

As mentioned in the introduction, several external consequences connected to the beef
production chain have deliberately been excluded in this thesis due to the time limit. As
environmental impacts are an important issue of the growing livestock sector, further research
on the Brazilian beef production regarding this concern ought to be carried out. While this is
an issue already in focus by many researchers and organisations, the question could instead be
carried further, namely; how these environmental impacts will influence the lives of the
Brazilians, especially the already powerless and vulnerable. Outlining the social implications
due to a degraded environment in Brazil, caused by an expanded beef production, is indeed an

important and interesting subject that requires further attention.

Another interesting issue, also having consequences external to the beef production chain, is
regarding the constant expansion of land for pasture required to meet the rising demand of
Brazilian beef. In addition, the higher consumption of meat worldwide will also boost an
expansion of the soybean production, since soybeans mainly are sold as livestock fodder on
foreign markets, resulting in further expansion of land used for meat production. Along with
the rising demand for land, prices will certainly go up, thus making it even harder for non-

creditable Brazilians to claim this land. Thus, an important further research question might be
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how the numerous landless people in Brazil will be affected by this land expansion process,

due to the domestic and foreign livestock industry.

Yet an additional effect is the likelihood that the Brazilian beef production will grow at the
expense of the non-animal food production industry. Many employment opportunities will be
lost since vegetable food production is much more labour intensive than production of meat.
The consumer’s nutritional shift will affect the most vulnerable first, since half of the 854
million undernourished people today are counting on small-scaled vegetable farming as
livelihood. Thus, a higher demand for meat might challenge the already unfortunate
livelihoods of these rural poor. However, this hypothetical connection needs to be validated

by accurate research methods, which is why further investigation on this subject is necessary.

A major limitation of this study is that it was carried out in Sweden, hindering primary
information to be gathered from the Brazilian side of the production chain. As the processing
sector in Brazil employs lots of people, it would be relevant to examine more exactly which
types of work are being offered, and the social consequences connected to these jobs. When
outlining the full social impacts of this particular production chain it is also important to

consider labour conditions and how these are maintained and controlled by external actors.

When outlining the socio-economic consequences of the increasing meat consumption,
guestions might also be raised about the origin of this nutritional shift taking place worldwide.
As this thesis has indicated, the gains from the increased beef consumption mainly end up in
the hands of a few already powerful actors, and the driver dictating this process is the buyer of
the product; mainly the supermarket chains. Thus, it might be argued that the shift towards
higher meat consumption not only is the cause of lower prices and richer consumers, but also
from a change in lifestyle and food preferences, promoted by the powerful actors profiting
from this nutritional shift. Thus, this hypothetical cause of the nutritional shift is of great
importance and has to be further investigated, especially if the consequences of the growing

beef industry prove to be mainly negative.
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