// The CARICOM \\

Regional Transformation Programme

for Agriculture

The Global Market for Small Ruminant Meat:
Sources of Supply and Competitiveness for the

CARICOM Industry

Core Team of Consultants
Singh, R.H. (Ph.D)
Seepersad, G. (Ph.D)
Rankine, L.B. (Ph.D)

December 2006

L L




Acknowledgements
The core team takes the opportunity to express its appogecitdi all those who provided
logistical and technical support for the completion of this @ger We firstly like to thank the
RTP Coordinator / Agricultural Advisor, Mr. Sam Lawrencewadl as the country officers for
their logistical and other support in the completion of this eserdrield visits allowed us to
verify and update the information base on small ruminants. Samailhant investors particularly
in the case of Jamaica, Trinidad and Tobago and Guyana provadieable information in
shaping the review of the Regional Sheep and Goat industry. THeasktan small ruminants
worldwide, as well as in the Caribbean, contains significaps gnd took considerable time in

their verification and validation.

Our discussion with officials in the Ministries of Agricultuire the Region proved helpful in
reconciling some of the deficiencies we encountered in thigwevlechnical support was
provided through the assistance of Brent Theophhile, Rebecca Gooko&tahpersad and
David Hanson, to which the Core Team also expresses support. To kikaMianinez-Spence
and Ms. Indira Buchoon-Ousman, we express our sincere thanks for their logiscatational

and communication support.

Although we tried to ensure accuracy of the database used favibe/, nonetheless we accept
responsibility for any errors that may be discovered. Thig bwathe result of the multiple
databases from which we had to access the data. The smailanisnsector in the Caribbean is
just emerging unlike countries such as Australia and systemdataf recording for this
commodity have not yet entered the mainstream databases. phigegaecommend should be

addressed with urgency.

Singh, R.H. (Ph.D)
Seepersad, G. (Ph.D)



DEDICATION

We dedicate this work to the Memory of our Colleague and membe sfudy team, Dr Lloyd
B. Rankine. Dr Rankine passed away on October 25, 2006. He was a coldtiguehom we
shared many long hours in dialogue, in the field and in the class ld@ntife long endeavours

and dedication reflect his passion for agriculture in the Caribbean.

Dr. Rankine was an integral part of the University of the Wasdies having served the
University (both Mona and St. Augustine campuses) frnD@cember 1968 to June 3, 2006
when he suffered a debilitating stroke. He served as Head dddpartment of Agricultural
Economics and Extension from 1977 to 1990 and taught in the capacity of Bectiorer up

until 2003, when he retired. From 2003 to June 3, 2006, he lectured part-time in the Department

Dr. Rankine also served as Director and Chairman on many Boards in Trinidad and Tobago.

Ranjit H. Singh & Govind Seepersad



TABLE OF CONTENTS

L ISR O L 17N = 1 I N 1
LIST OF FIGURES . ...ttt ettt e et e e e e et e e s e e e e et e e et e e eat s e ean e s saneertneeenneeen 2
GLOSSARY OF TERMS ... et e et e et et e et e e s e e e e et e s et e s et e e ean e saaneenannns 4
SECTION 1 BACKGROUND & PURPOSE OF THE MARKET INTELL IGENCE STUDY ON
SMALL RUMINAN T S ettt ettt et e e e e e e et e e e e ee e e e e e e b e e et e esbeeeaneseaneenanss 1
1.1 BACKGROUND TO THESTUDY. THE CARICOMREGIONALTRANSFORMATIONSTUDIES ON
(@011 [T = N V4= =T 1
1.2 SOURCES OFCOMPETITION FOR THECARICOMSMALL RUMINANTINDUSTRY.....cvuiiiiiiiiieeiieeieeeieeaneen, 1
B Y = i = U 5T 2
1.4ATHE OBJECTIVES OF THESTUDY....euuituituiitnettnitettettestettessssseesaessaesnestetsneesette st snsennns 2
1.5 DATASOURCES ANDLIMITATIONS . .. et uiitetttttieeteett ettt eeaa st e san et s esaeaet e st seasstsesaessasssnessnestneeanssranans 3
1.6 ORGANIZATION OF THHREPORT....uiittiieetteettieeetnieesteeeteeeeaeeesaaesstaeeetasaeaneseteersseeransersneeerannss 3
SECTION 2 ANALYSIS OF THE GLOBAL MARKET FOR SMALL RUMINANT MEATS ......... 5
N O 1T =T 016 T T ] R 5
2.1 CLASSIFICATION ANDIMPORTANCE .....uiitteieteeeeteeeaee et eeeta e e e e e eesaneeean e esnesetaaeraneserneeseneeeranees 5
PART A GLOBAL TRADE IN SMALL RUMINANT MEATS ... iis i 1
A €1 e] =YY I =10 51U o3 o] T 1
Table 2.1: Sheep and Goat Stocks — Global Leve2-Z0W4 (Mn head) .........ccccveeeeiiiiiiiiiienreeeiieeeenn. 1
2.3 GLOBALSMALL RUMINANTIMEAT TRADE. .. et ittt ettt ettt et et s s e s st e s st e s e st e e e e et e ebaseanesbaeeas 2
2.3.1 Global Sheep Meat Trade ......coooiiiiiiiiee ettt e e e e eeeeeeeas 3
R T ot 1Y, [T L I = Vo [T 7
PART B SOURCES OF COMPETITIVENESS IN SHEEP & GOAT MEATS ..., 9
2.4 SOURCES OFCOMPETITIVENESS INBHEEP & GOATMEATS. .. ittt e e e s e e e e 9
2.4. IMARKETSEGMENTATION MEATS OFSHEEP ANDGOAT ... ctuiitiiieiieitieiies et eeitee et st s seesansesneesnessnns 9
2.4.2 The Australia and New Zealand Mutton & CheviOUSLIHES...........ccovevievvieieeieeiin e 12
2.4.3THE USASHEEP ANDGOATINDUSTRY .. ettuiiitieeetie et et eteee et e e et e s eesaa e eeeansessaeestaeeesaeeranaeeernns 13
SECTION 3 THE CARICOM MARKET FOR MUTTON & CHEVRON .. ..., 16
3.10VERVIEW OF THECARICOMMARKETSITUATION. ... tetueteteeeetteeeaee et eeeaeeeeaeeseeasessansessanesesneeeenns 16
3.2ESTIMATES OFCARICOMSMEATPRODUCTION. ....uuiiittieitieeeeteeeeteeeeee e eeeaeeesaneesaneeeaneesaneeeanns 17
3.3IMPORTPROFILE PRODUCTCATEGORIES. .. .uuituiitniittiteitieetesttietaessnssssssasesans et etteraestertessneesnaaes 19
3.4FEATURES OF THEARICOMMARKET FORMUTTON& CHEVRON......uiiuniitiiiieeiieiiiieieer s eanesveens 1
SECTION 4 THE INTERNATIONAL MARKET: PRICES & MARKET ING STRATEGIES.......... 5
L O N =0] 518 o T ] T 5
4.1 KEYFACTORINFLUENCINGMARKETDEMAND FORSHEEP ANDGOATMEATS . .ctiiiiiiiiiieeieeieei e 5
4. 2NEWZEALANDE& AUSTRALIANMARKETINGSTRATEGIES ... .ccuuiitiitiiiieiiieiteetesineeaneetersasestesanssneenaes 7
A S (= (=0 [ USRS 7
] o S 7
4 .3IMPLICATIONS FOR THEEARICOMSMALL RUMINANTMARKET ... cevteeeee et e e e e e e e e e eennee e 11
SECTION 5 LIVESTOCK REGULATIONS AND TRADE POLICY IS SUES .....oiiiieieeeeeeeeens 12
LI OV 2] 01U T T ] 12



5.2 THE EUROPEANUNION. ... itttieitt ettt ee ettt e e e et e e et eeeeae e s et e e eea e s eaa e s et e e ean e e aaneestn s eennnsessnneenrnns 12
5.3: CARICOMREGULATORYENVIRONMENT .. .cettueeetteetteeetaeeeetesesaeesetessannsessnereneesansessaseeansessnneeees 13
5.4LIVESTOCKINDUSTRYREFORMS INUK - A KEY FACTOR IN FUTURE LAMB PRICES........ucovniiviiiineiineinnns 15
D D GRADES AN TANDARDS. ...ttt ittt ittt et e et et eest e et e eaa s seaeata s saa e ea e et e et s et e sassassnsesnstansennessnsranss 16
5.6 TRADEPOLICY - TARIFFS ANDQUOTAS . ....tuueeterttnieetettunteesestansaesestanaassaeeastaseeesstaessastnaaeeesnnaeerenes 17
5.6.1 EU Trade Policy ........ccccvvvvriiinnen
5.6.2 The USA Trade Policy
5.7 THE REGULATORYENVIRONMENT ANOMAJORIMPLICATIONS FORCARICOM ... 19
SECTION 6 SUMMARY AND MAJOR FINDINGS ............... ERROR! BOOKMARK NOT DEFINED.
B.0INTRODUCTION . ...uuiietneeietieeeieeeteeeeie e et e st e e esaaesetaeseneeeaneees ERROR BOOKMARK NOT DEFINED.
6.1 MAJORFINDINGS WORLD STUATION- SVALL RUMINANTS.............. ERROR BOOKMARK NOT DEFINED.
6.2MAJORFINDINGS CARICOMSTUATION— SVALL RUMINANTS....... ERROR BOOKMARK NOT DEFINED.
5.3 CONCLUSION ... .cceuueitieeeei et e et e e e et e e e eaeeeeaneseaneesanaeeeanees ERROR BOOKMARK NOT DEFINED.
L ] N O i N 21
F N AN N TR 24



List of Tables

Item Page No.
Table 2.1: Sheep and Goat Stocks — Global Level 2002-2004 (Mn head) 7
Table 2.2: Global Sheep and Goat Meat Trade — Major Exporting 12
countries in 2004
Table 2.3: Global Sheep and Goat Meat Exports — Direction of Trade in 16
2004
Table 3.1: CARICOM Imports of Small Ruminant Meat (2002/04 av) 22
Table 3.2: Summary of Imports of Sheep and Goat Meats into Various 28
CARICOM in 2004
Table 5.1: EU Tariffs - Third Country Duty Applicable - 2006 45

Annex Tables
Annex Table Al: CARICOM Sources of Imports of Meat of Sheep and 56
Goats by Cuts and Species in 2004 (USD 1,000)
Table 8.5— USA Wholesale Lamb Carcass Price, Choice-Prime, East 57
Coast, 55-65 Ib.
-1-—

CARICOM Regional Transformation Programme for Agitiere: Competitiveness of Small Ruminants



List of Figures

ltem Page No.
Figure 2.1: World Population Distribution of Sheep ty Major Regions 7
in 2004 (Million Heads)
Figure 2.2: World Population Distribution of Goats by Major Regions in 7
2004 (Million Heads)
Figure 2.3: World Sheep Meat Import Volume Share bymajor Regions 9
in 2003
Figure 2.4: World Sheep meat Imports Value Share i2003 — USD 9
Million
Figure 2.5: Global Sheep Meat trade — Major Exportes and Market 10
Share in 2004
Figure 2.6: Global Sheep Meat Export trade by majorclassification in 11
2004 (USD mn)
Figure 2.7: Global Import Market Share Volumes for Goat Meat by 13
Major Regions in 2003
Figure 2.8: Global Imports Market Share for Goat Meat by Major 13
Regions in 2003 (USD 1000)
Figure 2.9: Major Global Goat Meat Exporting Regiors Volume Share 14
in 2003
Figure 2.10: Average Value per Tonne for Sheep andoat Meat Traded 15
by Major Exporting Countries in 2004
Figure 2.11: Sheep Meat Export Volume and Trend — @tal Oceania 18
(Australia and New Zealand): 1997 — 2003
Figure 2.12: Goat Meat Export Volume and Value Trew — Total 19
Oceania (1997- 2003)
Figure 3.1: CARICOM Imports of Small Ruminant Meats — HS 0204 21
(2002/04 av)
Figure 3.2: CARICOM Sheep Meat Production in 2004 23
Figure 3.3: CARICOM'’s Goat Meat Production (2004) 23
Figure 3.4: CARICOM Supply/Consumption of Sheep andGoat Meat — 24
Tonnes (2002/04 av)
Figure 3.5: Composition of CARICOM Imports by Type of Meat: 2004 25
Figure 3.6: Composition of Total CARICOM Imports of Small 25
Ruminant Meat by Product Categories in 2004 (USD ‘00)
Figure 3.7 Profile of Jamaica Sheep and Goat Meatriports in 2004 26
(USD mn)
Figure 3.8: Profile of Trinidad and Tobago Sheep ad Goat Meat 26
Imports in 2004 (USD mn)
Figure 3.9: Profile of The Bahamas Sheep and Goat &t Imports in 27
2004 (USD mn)
Figure 3.10: Profile of Barbados Sheep and Goat Méamports in 2004 27
(USD mn)

-2 _

CARICOM Regional Transformation Programme for Agitiere: Competitiveness of Small Ruminants



Figure 3.11: CARICOM Average Per Capita Supply of &lected 29
Livestock and Fishery Products — 2002

Figure 3.12: CARICOM Import Consumption of Small Ruminant 31
Meats by Major Suppliers

Figure 4.1: Global Sheep Meat Trade by Major Clasgication in 2004 36
(USD/Tonne)

Figure 4.2: Average Annual Prices for Sheep Meat dfiew Zealand 37
Traded ex. Smithfield, London 1990 — 2004

Figure 4.3: Average Sheep Meat Prices in Australidjew Zealand, 37
London ex. Smithfield and the USA (1997 — 2003) -SD/Tonne

-3-—

CARICOM Regional Transformation Programme for Agitiere: Competitiveness of Small Ruminants



Glossary of Terms

BSE Bovine Spongiform Encephalopathy or Mad Cowselase

Capretto The Italian name for tender, milk-fed kid

Caprine Goat.

Chevron Goat meat

EU European Union

FOB Free on board

Goats Capra hircus

HACCP Hazard Analysis and Critical Control Point

HS Harmonized System of Classification

HS 0204 Meat of sheep or goats, fresh, chillefilazen

HS 020410 Lamb carcasses and half carcasses drehilled

HS 020421 Sheep carcasses and half carcassdsof chilled

HS 020422 Sheep cuts, bone in, fresh or chilled

HS 020423 Sheep cuts, boneless, fresh or @hille

HS 020430 Lamb carcasses and half carcasseenfro

HS 020441 Sheep carcasses and half carcassam) fro

HS 020442 Sheep cuts, bone in, frozen

HS 020443 Sheep cuts, boneless, frozen

HS 020450 Goat meat, fresh, chilled or frozen

Lamb Meat of young sheep, less than one year old

Mutton Meat of mature sheep, greater than oneglea

OIE Office International des Epizooties

PM grade carcass Prime sheep carcass — lamlinhighderness, juiciness and flavour

Prime goat meat Regarded as lean, tender andgo#t meat.

Scrapie A type of Transmissible Spongiform E@dppathy found in small ruminants,
a group of diseases that also includes BSE irecattl

Sheep Ovis aries

Small ruminants Refers to Sheep and Goats $nstiidy

SSOP Sanitary Standard Operating Procedures

TSE Transmissible Spongiform Encephalopathy

UK United Kingdom

USA United States of America

UsD United States Dollar

Zoonoses A disease communicable from lower anitoatsan under natural conditions
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ExecuTtivE SUMMARY
THE GLOBAL MARKET FOR SMALL RUMINANT MEAT:
SOURCES OF SUPPLY AND COMPETITION FOR

THE CARICOM INDUSTRY

1. BACKGROUND & PURPOSE OF THE STUDY

This Report constitutes the results of a review of therkigts for Meats of Small Ruminants
(sheep and goats) from the perspective of the CARICOM industis part of a larger study
commissioned by the CARICOM Regional Transformation ProgranomeAgriculture. The
study evaluates the international competitiveness of five amiities: hot pepper, papaya, sweet

potato, coconuts and small ruminants.

The market intelligence study covers a review of the gleiiahtion — production and trade
flows. It focuses on the Markets of interest to CARICOM predsiavith respect to competition,
opportunities and challenges. This market intelligence reptuotlésved by the final component

of the overall study which evaluates the competitivenesseofndustry in each of the countries

studied as well as identifying strategies for development.

This study also sought to assess the regional market reguitefor meats of sheep and goats;
determine the gaps between domestic production and meats impor&gfioregional demand
and to isolate the particular market constraints and challehgeare likely to restrict trade and

benefits to producers as part of an essential component required for shiemsion making.

2. AN OVERVIEW OF THE CARICOM MARKET FOR MEATS OF SHEEP & GOAT

Market Size & Imports: Consumption of sheep and goat meat in CARICOM is highly
dependent on imports from New Zealand and Australia. Overall, thgioR imports
approximately 75 % of its consumption requirements of both meats. In 2004, imports were val

at USD 23.3 mn with over 88 % being sheep meat. Our estim#tatishe total value of the
-5—
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industry with respect to ONLY meat is approximately USD 3®-rh. Estimated CARICOM
consumption is approximately 15000 tonnes. However, the actual levassiimption and self

sufficiency vary among countries as well as between mutton and chegeds. m

Imports of mutton and chevron into the CARICOM Region averaged 10,343 t@0@%04)
with 64% of the total value of imports coming from Australia 80é from New Zealand . The

USA’s market share in the Region was estimated at only just atxoint Balue terms.

Jamaica is the largest importer in the Region, followed Ilnyidad and Tobago. Jamaica, as do
other relatively large importers (The Bahamas, Barbadogpiits mostly meats of sheep while
Trinidad and Tobago’s imports are mixed - about 65% sheep med&58hdjoat. Figure ES1

presents a summary of CARICOM small ruminant meat import situation.

Production: The Regional meat production has been dominated by Jamaica, whichegraduc
average of 1,500 tonnes annually. Production in Guyana, Antigua, St Bud{ats and Neuvis,
Barbados, The Bahamas and Grenada are much less than Jamareajdbutreasonably high
when compared to St Vincent, Trinidad and Tobago, Dominica, Suriname,dvtantznd Belize
the smallest producers in the Region. CARICOM countries also prosiued quantities of
breeding stock for exports. Barbados is a major exporter oB#ineados Black Belly Sheep,

while Trinidad and Tobago exports both sheep and goat, the majority withingtmRe

Market Segmentation & Preferences: While CARICOM countries have ready access to
relatively cheap supplies of frozen mutton and chevron from eag@ianmal sources, most
consumers in the Region have a strong preference for fresh namtochevron produced from
local flocks. This, in part, is reflected by the much higharegrconsumers are willing to pay for
the latter. This distinction and preference provides the basibdasbserved segmentation of the
domestic market between locally produced fresh meats and fropent$mNotwithstanding this
segmentation, there is a trigger price at which imports begintstisite for fresh. The level of

this trigger price depends on the individual's income level as welllaga background.

-6—
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Figure ES1: CARICOM Import Consumption of Small Ruminant Meats by
Major Suppliers (USD 1,000)

v v

Goat Sheep Sheep Goat
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3. THE GLOBAL MARKET FOR SHEEP & GOAT MEATS

Market Dominance: Global exports of small ruminant meat is be dominated by rdegalew
Zealand and Australia) at 64%, and by Europe (mostly France) at/Ai&and South America
accounted for 6% of world trade.

With respect to sheep meat, Australia and New Zealand acanui@% of the global exports
valued at USD 1.96 billion. Of this amount, New Zealand has a B&% snd Australia 44%. In
the case of chevron, the combined exports from both countries are 14,68)valuael at USD

34.7 mn (2003). Australia accounts for most (89 %) of the chevron exports.

Joint Product Industry Structure: Sheep flocks in both Australia and New Zealand are
produced for both meat (including sheep for live export) and ‘wdalstralia is the world's
largest wool producer, accounting for about 30% of global proddciidre joint product nature

of the industry in both countries allows for cost sharing of production expenses bewmemay
meat. This gives the respective industries tremendous levénagricing their products and
maintaining a competitive position in global trade. Countriesngiting to develop a sheep
industry solely for meat production would find it difficult to cpete on the basis of price.

Quality factors must therefore constitute the basis for developingtamindustry.

In the case of goat meat, it should be noted that Australigiply is based on both feral (wild)
and domesticated species. This former obviously provides avedfatheap source of meat.

Domesticated species include dairy goats and the genetically improvegoade

The sheep and lamb meat industry in New Zealand is condideee of the most efficient. In
addition to the joint product nature of the industry, the industrygeased for export marketing
with about 50 meat export processing plants in 2004. In the case bf KBva Zealand has
consistently worked towards achieving a highly productive andieif industry. In this regard,
the country introduced the Boer Goat from South Africa in 1983 intampt to increase flock
productivity. Today, New Zealand is the third largest exportegoait meat (about 5%) after

Australia and France.

! (Source Statistics — Tasmania Agriculture. Agricultural production., Livestock., Sheep and lambs
http://www.abs.gov.au/Ausstats/abs@.nsf/Lookup/7FE4D2922DB3CA256C3200241770)

2 Year Book Australia 2002., 2002., Agriculture., The wool industry
http://www.abs.gov.au/Ausstats/abs@.nsf/Lookup/F7B136618913C740CA256BB83C2065

viii
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Factors Influencing Global Demand Understanding the drivers of demand in the market is
critical to maintaining a strong market presence and optigii@venues. We note two groups of
factors influencing demand for sheep and goat meats; the ecolfachics and the socio-

cultural/religious factors.

(DThe Economic Factors Influencing Demand/Consumption At the international level, a
number of factors are seen to impact on the relative poicelseep/goat meat. These include the
price of substitute meats such as chicken and*pehanging consumer preferences as they
switch from mutton to lamb and to fresh / chilled from frozen meats, risingiméavels in many
developing countries and changes in farm support policies in madugng / trading countries.

In some countries, beef, fish and chicken may represent substitutestfandaeep meat.

Additionally, changes in the relative exchange rates betweemdradrtners. For example the
appreciation of the Australia dollar relative to the U.S.dased the price of lamb in the US

market thus having a dampening effect on the demand for Australian muttorseégpbe USA

(i) Socio-cultural/Religious Factors Influencing DemandConsumption: The socio-
cultural and religious forces influencing the demand for SmalliRamb meats, particularly for
sheep meat, is considered quite strong. The range of these famiarser varies by country,

ethnicity, religion and culture. Some of these factors include:

Religious Markets for Lamb: There are a number of religious celebrations throughout
the year for which lamb is a traditional part. In the USA,daand mutton import orders
are normally placed at the beginning of the year in prepargtiahe religious holidays

of Easter and Passo?/eDuring Eid al Adha Eid al Fitr and Christmas, the demand also

spikes up for live small ruminants and meats of sheep and goats.

% New Zealand Ministry of Agriculture and Forestytp://www.maf.govt.nz/mafnet/rural-nz/statistics-
and-forecasts/sonzaf/2004/2004-sonzaf-18.htnph6
4 e

ibid
® Livestock, Dairy, and Poultry., Outlook. Mildred M. Haley, USDA.
http://usda.mannlib.cornell.edu/reports/erssordivek/Idp-mbb/2005/Idpm131t.pdf . May,12005.
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Ethnic niches Sheep and goat meat are a staple food among people frofficgpets
of the world, especially those of Middle Eastern, Africanjr_atmerican, or Caribbean

origins. Lamb is also very popular among Greeks and Basques

Age of Consumer In some markets such as the USA, the typical lamb conswaer

found to be older, relatively well-established ethnic minofities

Other special requirements Muslim and Jewish customers for example, have specific
dietary laws for which special arrangements must be madpléPef the Jewish faith
who keep akosherdiet have specific requirements for animal slaughter and meat

consumptiof

Cultures: Primary research in Chicago has shown that some culturesspacelty
stores operated by their own people that tend to be the fystfat certain items. For
instance, Pakistani and other Middle Eastern shops thahsatlwill carry ‘halal’ lamb,
which will often bring in customers of any nationality that is preidamtly Muslim.
Other parts of the animal such as bones, heads, organs, and vty are also

availablé.

Restaurants and mainstream storeghat serve ethnic communities may need year-

round supply.

Industry Marketing Strategy: The Small Ruminant meat industries in New Zealand and
Australia are similar with production strongly export orierdatBevenues of exporters and
producers are therefore largely dependent on international spriegchange rates,

seasonal/climatic conditions and abnormalities, and animal diseatzodrshfety shock¥.

As global market leaders for sheep and goat meats, one of kkgtimg strategies pursued by

New Zealand and Australia is the segmentation of their nwrkdie markets range from

6 Direct Marketing Lamb to Niche and Ethnic Marketsiversity of lllinois.
http://web.extension.uiuc.edu/iidea/PDF/lambfactipelf

" Ibid.
® Ibid.
% ibid
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industrial countries offering high-value returns to less dmad countries offering outlets for
lower value products; markets with preference for speaifis/products to those seeking a cheap
source of protein; from those that have special religious kmeints to those that do not; those
markets that would only consume traditional meat cuts to thosedkiata preference for offals.
Accordingly, these countries seek to differentiate their imguptoducts according to the
characteristics of the market. As a result, a wide rangeodiipts are produced from each animal
to meet the unique preference of each market. For exampleZbigand currently processes a

lamb carcass into 33 main product cuts.

Product Differentiating / Pricing Strategy: We present in Figure ES2 the average 2004 prices
of various cuts of sheep meat exported from the major expoxungfrees. The diagram reflects
the pricing strategy for various cuts of meat. Clearlygrelucts are differentiated according to
the preference patterns of the various markets. The bultedfigh valued cuts are destined for

markets such as the EU where incomes are high.

10 New Zealand red meat industries
http://www.mla.com.au/TopicHierarchy/Marketinforrmat/OverseasMarkets/RedMeatMarkets/NewZealand/tditm

Xi
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4. THE WAY FORWARD: IMPLICATIONS FOR CARICOM

Opportunities: Having analyzed the world market for meats of sheep and gydhe aylobal

level, the remainder of the analysis focuses on the Caribleimg net importers of this

commodity, a situation which is likely to continue for someetinecause of the relatively slow

progress in trying to satisfy a major share of this markt indigenous production. The gap
Xii
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between the quantity of imports of this commodity and domestic plioduobntinue to widen,
thus representing potential investment opportunities sulgebietresults of the competitiveness
analysis, biological / genetic resource limitations and zoonadiseases. Production models and
value added, infrastructural and policy support mechanismsatsn serve to impact on

production and expansion initiatives.

Nature of the CARICOM Market: Key Segments: The four major markets for small ruminant
meats in CARICOM are The Bahamas, Jamaica, Trinidad and 0 abvayBarbados. This may
be further segmented into three groups: (i) live / freshngiitton / chevron and (iii) frozen
imports. A significant share of the sheep meat is directélde service industry (tourism) while
goat meat is used to satisfy the exotic taste of the indiggrogusgation. Progressively, goat meat
is being introduced to the tourist sector in Jamaica and Tdradd Tobago. The success of this
programme will to some extent depend on how meats of sheep andigpatesented to these

consumers and would extend beyond the forms currently consumed by the indigenous population.

Sustainability Issues: The basket of meat-based protein sources — chicken, fish, beefinaatk
of sheep and goat as well as crop-based ones are dependenh ampgmted and indigenous
inputs of varying proportions. Unlike chicken, pork and the véxietaroteins which currently
depend on high levels of imported inputs, mutton and chevron are iatractestment
opportunities because they can be produced on high levels of indigeamrd materials. It is no
secret that investments in livestock research in thedRebave concentrated on the large
ruminants and to lesser extent small ruminants (i.e. sheep and goat)vé¥hatebeen attempted
in the past has not been sustained. A case in point is effolitsktsulgarcane production with
livestock, a crop which is commonly produced region-wide. Howevighjnmrecent years this

crop has been on the decline within recent years.

Risk Factors & Mitigating Strategies: The emergence d¥lad Cow Disease (BSEgrnd its
association with small ruminant sheep and goat is a receefopgevent and may serve to
constrain the rate of indigenous expansion and alter the patternraatiodi of trade globally.
Mutton and chevron which enters the Caribbean must thereforedsnedrand thus, meats that
are exported from countries with disease potential must notldeeal to enter the Regional

market. Thus vigilance by trade personnel becomes increasimglyrtant at all ports of the
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Caribbean in order to protect the health and safety of consummdstha investment of

entrepreneurs in the Region.

To the extent wherdeed supplementsare required in small ruminant production systems,
producers must now ensure that animal-based protein have been exXctudesuch feeds.
Further, given the concerns about consumption of meats from anireated with specific
medicinal and growth stimulating substances such as hormones, subdtancey thyrostatic
action or those treated with ionizing or ultra-violet radiatibowd either be made notifiable or

excluded from the consumption plate.

Expansion Strategy Expansion of sheep and goat supply on the market depends on how the
industry is reorganized and developed to reduce dependency on impodedtp region-wide.

With the exception of Jamaica and Trinidad and Tobago, the raigafson through increased
supplies will depend on the success of micro breeding initiative®rtly in place and the
introduction of appropriate production systems / models (both intemrsid extensive). In this
regard, the integrated broiler production model employed in theReguld provide important

lessons for entrepreneurs.

A Case for Incentives& More Public Goods Support The two initiatives to expand sheep and
goat production in Jamaica and Trinidad and Tobago had been ondbeapme’ for a number
of years but their sustainability has been constrained by aetors; (i) the slow rate of
commercialization of the limited success that has beerexsghiand (ii) the tracability and
evaluation of performance of national herds. Other concerns includatthat which the first
generation stock enters the meat market, and sheep and ggmicheremained a small farmer
activity. Government initiatives have not successfully matethe domain of the large-scale
private sector entrepreneuide believe that expansion of the sheep and goat industryillw

take off as in the case of broilers, should similar incentives @pplied.

Currently sheep and goat consumption is less preferred in somensect the population

because of the meat odor. If this constraint is addressethéogvith an appropriate pricing and
marketing strategy, we are of the opinion that its acceptavilt increase substantially. The
acceptance of ‘freshly slaughtered’ meats has already been dertezhistritie case of broilers by

our indigenous consumers and we believe that such acceptance eplidcsted in the small
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ruminant industry if accompanied by the appropriate price incentiMes.also believe that

Trinidad and Tobago and Jamaica would continue to be major consumptienscand thus

production initiatives starting with these countries could bectmenucleus of a truly regional
sheep and goat industry. But expansion of the current initiative cslagedit the results of our
competitiveness analysis as the current pricing structuat dkists in the major exporting
countries could have significant implications for industry dguelent. Our plans for industrial
development for this commodity would be presented in later repeswish to exercise some
caution however, given regional initiatives in the past to sugmpt increasing market share

which have been developing.

Trade Policy: From the analysis, there is an increasing demand for meatseep and goat
worldwide. We believe this can also stimulate expansion of gujppm major production
centres. If such were to occur, it is likely to further crowdtbet Region’s effort at accessing a
major share of its own domestic market. This should provideady signal to the strengthening
of the Region’s trade policy to protect the consumers agaiastive inflows of third quality
products including various substitutes for meats of sheep ansl ot adoption of similar third
generation regulations as exists in the developed countriefd db®wexamined with a view at

customizing them for the Region.

The Region’s consumers of meats of sheep and goats should tedfimilar measures of
guality assurance and food safety. As an importing Region, we do nbaye the capacity to
ascertain the post-arrival condition under which the products weregabdund handledlhis
scenario thus calls for development of appropriate protocslfor protection at the point of
entry. Earlier in this section we commented on the use of medicinageowith stimulating

substances in the production system. This issue should also be integ@tid trade protocol.

Pricing Implications for the CARICOM Small Ruminant Market :

An examination of the prices database shows a range of pricemdtirruminant meats. Further,
variation exists by species of animal, age of animal and thectaéspeuts. The industry’s market
is further segmented by economic and socio-cultural/religiousr&adPricing in the industry is
also differentiated by meat product form — fregh frozen. Within the Region, freshly

slaughtered small ruminant meat attracts premium prices.
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Should CARICOM seek to transpose the level of self-suffigiesfcthe Region from 25% to a
much higher range as it relates to meats of small ruminéretsndustry would need to take on
board the various market strategies employed by other countitessirategic plan. Further, the
industry development strategies would have to be benchmarked oglatiee prices of lower-
end cuts in the global market. This would be further addressed Dotingetitiveness Analysis
reports to this Study.
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SECTION 1

BACKGROUND & PURPOSE OF THE MARKET INTELLIGENCE
STUDY ON SMALL RUMINANTS

1.1 Background to the Study: The CARICOM Regional Transformation Studies on

Competitiveness

This Report constitutes the results of a review of therkigts for Meats of Small Ruminants
(sheep and goats) from the perspective of the CARICOM industis part of a larger study
commissioned by the CARICOM Regional Transformation PrograrfoneAgriculture. The
study evaluates the international competitiveness of five amlities: hot pepper, papaya, sweet

potato, coconuts and small ruminants.

This Market Intelligence Report was preceded by a reviewhefgeneral agricultural sector
policies as well as those specific to the selected comresditithe seven CARICOM countries
selected for the overall study, namely: Jamaica, Beliaehd&los, Guyana, St Vincent, St Lucia

and Trinidad and Tobago.

The market intelligence study covers a review of the glsiiahtion — production and trade
flows. It focuses on the Markets of interest to CARICOM predsiavith respect to competition,
opportunities and challenges. This report is followed by the doadponent of the overall study
which evaluates the competitiveness of the Industry in eatheo€ountry studied as well as

identifying strategies for development.

1.2 Sources of Competition for the CARICOM Small Ruminant Industry

A necessary component of the RTP Competitiveness Studies isletkemination of the
competitiveness of the selected commodities. Given the globalizatioespritat has been taking
place, international competitiveness requires industries toob®etitive in the domestic and
relevant foreign markets since the removal of barriersattethave resulted in the integration of
both. In the case of meat of sheep (mutton) and goats (chevronARIEQGM Region currently

supplies only a small proportion of its consumption requiremdtgady access to relatively
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cheap sources of supply of mutton and chevron from the Oceania Region is in part ikd#tidim

rate of development of the Regional Small Ruminant Industry.

Unlike the situation for hot peppers and papaya where the egpaarsd development of these
industries depends to some extent on access to extra-regioradtsnan the case of Small
Ruminants, our focus is on the competitiveness of local productionnwitié domestic
CARICOM marketvis a visimports.

This market report looks at the competitiveness forcesndrithe global market for mutton and
chevron. In this regard, we look at market structure and functi@smveell as the key drivers of
competition, including the sources of competition for the main pdayethe market, the roles of
produce quality and price, and finally, the regulatory requirementérket entry. Information

from such an analysis is critical to developing an effective matkstrategy.

1.3 Market Features

While CARICOM countries have ready access to relativelaplsupplies of frozen mutton and
chevron from extra-regional sources, most consumers in the Regieratstrong preference for
fresh mutton and chevron produced from local herds. This, in parflezted by the much

higher price consumers are willing to pay for the latteis Histinction and preference provides
the basis for the observed segmentation of the domestic marketebetocally produced fresh
meats and frozen imports. Notwithstanding this segmentation, itherdrigger price at which

imports begin to substitute for fresh. The level of this tniggéce depends on the individual's

income level as well as cultural background.

1.4 The Objectives of the Study

The major objectives of the study were to:

)] Identify the major global producers of meats of sheep and goats.
(i) Determine the major suppliers / exporters and trends in global trade.
(iii) Identify and characterize the sources and nature of competiticd fhy

CARICOM small ruminant producers.

(iv) Assess the regional market requirements for meats of sheep and goats
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(V) Determine the gaps between domestic production and meats imppgatisty
regional demand, and
(vi) Isolate the particular market constraints and challengesatbdikely to restrict

trade and benefits to producers.

1.5 Data Sources and Limitations

Data and other information on the small ruminant sector rafjgiarches of both international
and regional databases. In both cases, we found high degreesegfatiogr and significant gaps
in their completeness. Their distillation posed serious chalkeaged served to constrain the
extent of the review that could have been conducted. Nonethelesbelieve attempts at
reconciliation provided us with a reasonable basis for the corafutite review. This was
particularly so in the case of the Caribbean database. An upgfréue systems of collection of
data on the Regional sheep and goat industry is required. Case studipsdafic developmental
initiatives should be documented and distributed. The field visitslisedssions with industry
personnel highlighted the unrecorded disappearance of bre¢dahkgirsto the meats trade. This
practice impacts on performance evaluation and representspantant constraint in assessing

the Region’s efforts at development of the national herds.

1.6 Organization of the Report

This report is structured into five sections. As already atdit, Section 1 covers the scope of the

review, the specific objectives and the organization of the report.

Section 2 summarizes the world situation with respect to SRwthinants in terms of its
classification. It includes a description of global productiontaadie. The review focuses on the
fresh / chilled / frozen meat trade and also identifies therdomhsuppliers of sheep and goat in

the market as well as the major importers.

Section 3 focuses on CARICOM's production and imports asobahte global situation, that is,
the relative share of the Region’s market supplied by regmoalucersvis a visimports. This

analysis allows us to identify potential gaps between imigodls and domestic supply which

-3-

CARICOM Regional Transformation Programme for Agitiere: Competitiveness of Small Ruminants



will serve to inform investment opportunities for regional BrRauminant entrepreneurs. The
discussion also emphasizes the trends in import and major impodgsanthe Region. A profile

of the per capita consumption compared with other protein sources is also included.

In Section 4, we briefly highlight price levels and trends in @iceeountries, the USA and the
EU for meats of small ruminants. It is supplementary tobthef discussion in Section 2. In
Section 5, we present a brief insight into the regulationsemtajor trading countries/Regions —
The USA and the EU, as well as a general insight of the temndain CARICOM. This
information is presented as a guide for the development of ¢tlaé iltdustry, particularly with
respect to marketing and SPS issues. Section 6 presentsnaauiof the major findings,

conclusion and recommendations.
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Section 2

ANALYSIS OF THE GLOBAL MARKET FOR
SMALL RUMINANT MEATS

2.0 Introduction

This Section of the Report reviews the global market foalBRuminant meats. It examines the
structure in terms of the major sources of export supply, therrmaporting regions/countries,
the product categories entering the markets and the general directiaedbiréhe various types
of meats and product categories. From this general charatteripd the market, the section
concludes with an assessment of the competitiveness forcesasssaovith our major sources of
meat supply that are influencing CARICOM’s position in term&oeffort to development its

own Small Ruminant industry.

2.1 Classification and Importance

Our study of Small ruminants focuses on the two major commesgiaipecies Sheep Qvis
aries) and Goats Gapra hircu3. A number of breeds comprise these two species of small
ruminants. Goats along with sheep are reported to be among liestedomesticated animals,
originating in Asia between 6000 and 7000 B.C. While breed selectionofarhas been traced
back to 6,000 years ago in Iran, modern breeding schemes across parieus the world have
also resulted in a number of composite or hybrid breeds resultingdrossing of two or more
established breetls

In the Caribbean, major components of the food import bill have beestantly
dominated by chicken, beef, pork and meat of sheep (mutton and lamb) and goat
(chevron). Despite significant programmes to reverse thisl trguccess so far has been
limited, except in the case of chicken in some countries. Tiny $6 another attempt at

addressing this trend, beginning with an assessment of sheep dnohged on their

1 Refer to: Breeds of Livestockttp://www.ansi.okstate.edu/breeds/sheep/
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international competitiveness. The analysis of the global gitugxamines the small
ruminant meat trade for direct consumption which falls within theridaized System of
ClassificationHS 0204 - Meat of sheep or goats, fresh, chilled or frozemhe

classification lists the various cuts used for commerciapgees and for setting the

benchmark for grades and standards used in the trade.

Our analysis of the global market identifies the major payerthe market for sheep and goat
meat and gives an assessment of CARICOM's position reltditbese supply centers. This
allowed for an initial determination of inherent opportunit@s@ARICOM producers. Prices in

the international market are also presented which will =l ue benchmark the expected

performance of local entrepreneurs in order to reverse import treddga market share.
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PART A:
GLOBAL TRADE IN SMALL RUMINANT MEATS

2.2 Global Production

Stock Distribution: Analysis of the database identified a worldwide small ruminank stbt.82
billion in 2004 (Table 2.1). Of this amount, global sheep stock wtmated at 1.04 billion,
representing 57% of the total. Distribution was as follows: A&, Africa 24%, Europe 13%,
Oceania 13% and South America 7%. North America and Centrali¢aneoth recorded 1%
each and the Caribbean less than 1% (Figure 2.1).

Global goats stocks were estimated at 780 mn in 2004 with the foll@@ographic distribution:
Asia 65%, Africa 29%, South and Central America 4%, Europethem 2% and the Caribbean,

North America as well as Oceania less than 1% (Figure 2.2).
Meat Production: Global sheep and goat meat production was estimated at 11t@&mes in

2002, increasing by 5% to 12.4 mn tonnes in 20Q% average of 73% of this meat is produced

in developing countriéd

Table 2.1: Sheep and Goat Stocks — Global Level 2002-2004 (Mn head)

Category Year
2002 2003 2004
Sheep 1,027 1,025 1,039
Goats 752 765 780
Total Stock 1,779 1,790 1,819

Data Source: FAOStat Database

2 Food Outlook. No 2. June 2004. FAO Corporate DasniniRepository
http://www.fao.org/documents/show_cdr.asp?url_fidlrerep/006/J2518e/J2518e11.htm
13 Food Outlook. No 4. Sept 2000. FAO Corporate DogninRepository
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2.3 Global Small Ruminant Meat Trade

The volume of small ruminant meat entering world trade wamatsd to be 881,189 tonnes in
2003 representing about 7% of global production and having an exgboet of USD 3.1 billion.

From this total, an estimated 96 % represented meat of sheep in both votuvadue terms.
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From a review of the data, we note that sheep meat fetched prices which wiéiasity higher

(12% - 45%) than goat meat. Further, sheep meat prices (ex. iSlijthbndon) increased from
USD 2,665 / tonne to USD 4,600 per tonne from 1999 to 2004, an increase'af G8% meat
however, increased only marginally over this period from USD 2,38@re to USD 2,740 /

tonne, an increase of only 15%.

2.3.1 Global Sheep Meat Trade

Sheep meat imports worldwide showed a total of 855,000 tonnes in 2001 whicasdel
marginally to 850,000 tonnes at end of 2003. However, when expressed ineralseimports

increased from USD 2.3 billion to 3.1 billion over the same period.

Major Importing Regions (Sheep Meat): The major importing regions in volume terms,
presented in Figure 2.3, were Europe (50%) of world trade, followesslay (25%) and North

America (11%). In value terms, Europe’s imports increase®3% indicating a probable
preference for higher valued cuts, while Asia’s share fellé%. North America’s import value

share increased marginally to 15% (Figure 2.4).

Major Exporting Countries (Sheep Meat): The major exporting countries of meats of sheep in
2004 were New Zealand (50%), Australia (27%), the UK (12%),iB®l¢5%), France (2%) and
Germany, Netherlands and Uruguay each at 1% respectivigiyréF2.5). The USA’s market
share was less than 1% of global trade in 2004. A profiteeoSheep meat classification and the
respective global market share of the major exporting cesnin 2004 are presented in Table
2.2.

14 . ) . . .
World Bank: Commodity Price Data., Presented imvwiv.fao.org/es/esc/pricesservlet.jsp?lang=en

-3-

CARICOM Regional Transformation Programme for Agitiere: Competitiveness of Small Ruminants



-4 —

CARICOM Regional Transformation Programme for Agitiere: Competitiveness of Small Ruminants



Figure 2.5: Global Sheep Meat Trade - Major Exportes and
Market Share in 2004 (Data Source: Comptrade Datalse)
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Major Products Traded & Dominant Suppliers: New Zealandand Australia dominate World
exports of sheep meat whereas the UK and Ireland are the main expbldenb carcasses, most

of which are fresh/chilled.

The major products entering World trade on a value basis are presehtgdre 2.6 and include:
)] sheep cuts, bone in, frozen (HS 0202442) — 35 % of total exports (value basis)
(i) sheep cuts, bone in, fresh/chilled (HS 0202422) — 20 % of total eXpaht®
basis)
(iii) sheep cuts, boneless, frozen (HS 020443) — 17 % of total exports (value basis)
(iv) lamb carcasses, fresh/chilled (HS 020410) — 16 % of total exports (valge basi

Sheep cuts, bone in (both fresh and frozen) together dominate wdddateounting for 55 % of
global exports on a value basis. New Zealand and Austradidhar major suppliers of these

products, with smaller quantities supplied by Spain and the UK. M4tbect to the frozen form,
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HS 020442,New Zealand and Australia in 2004 together controlled 91 % oflti®l market
values at USD 1.124 mn with the former accounting for 67% and the latter 24 ¢4l efxjorts.

As indicated above, in the fresh/chilled product categoayb carcasses and half carcasses
fresh/chilled [HS 020410]had a significant market share in 2004, estimated at USD 515 mn or
16%. Lamb exports, particularly in the fresh form, are dominated byited Kingdom and

Ireland.
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Table 2.2: Global Sheep and Goat Meat Trade — Major Exporting countries in 2004

Harmonized System Major Exporters Global Market Share Total Export Total
Classification (Value Terms) USD mn Export
(Share of Global | (Tonnes)
Market %)
Lamb carcasses and half United Ireland Spain Australia $515 115,366
carcasses, fresh or chilled Kingdom | (31%) (7%) (2%) (16%)
[HS 020410] (55%)
Sheep carcasses and half Australia Spain United France $44 15,932
carcasses, fresh or chilled (27%) (23%) Kingdom (16%) (1%)
[HS 020421] (17%)
Sheep cuts, bone in, fresh or New Australia | Belgium United $664 111,701
chilled Zealand (36%) (10%) Kingdom (20%)
[HS 020422] (41%) (5%)
Sheep cuts, boneless, fresh or New Australia | Austria Ireland $199 28,685
chilled [HS 020423] Zealand (34%) (7%) (7%) (6%0)
(47%)
Lamb carcasses and half New Australia | United Spain $59 19,258
carcasses, frozen Zealand (24%) Kingdom (6%) (2%)
[HS 020430] (60%0) (6%)
Sheep carcasses and half Australia New USA Spain $39 20,756
carcasses, frozen (52%) Zealand (5%) (4%) (1%)
[HS 020441] (38%)
Sheep cuts, bone in, frozen New Australia | Belgium USA $1,124 365,084
[HS 020442] Zealand (24%) (4%) (3%) (35%)
(67%)
Sheep cuts, boneless, frozen New Australia | Belgium | Germany $549 137,758
[HS 020443] Zealand (28%) (4%) (2%) (17%)
(56%)
Goat meat, fresh, chilled or Australia | France New $71 20,440
frozen (62%) (32%) Zealand (2%)
[HS 020450] (5%)

2.3.2 Goat Meat Trade

Data Source: Comtrade Database.

World goat meat imports at the end of 2001 were 27,000 tonnesasimgyeo 31,000 tonnes in

2003. Major importers on a value basis were: Asia 48%, North Am&d%, Europe 17%, and
Africa 4% (Figure 2.7). At the end of 2003, the value of goat mmpbits was USD 87mn

(Figure 2.8), with significant changes in share values: £3%6), Europe (32%) and North

America (30%).

The Oceania Region dominated exports of goat meat at 53%, follwwisia 24%, Europe 14%

and Africa 9% (Figure 2.9).
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Analysis of the data shows that although the Oceania (Nevarfeand Australia) region is
resident to a relatively small stock-population of goat andpgheeominated the world small
ruminant meat trade. The major exporting countries of meats ¢ go2004 were Australia
(62%), France (32%) and New Zealand (5%) as presented in Table 2.2 above.
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PART B:

SOURCES OF COMPETITIVENESS IN SHEEP & GOAT MEATS

2.4 Sources of Competitiveness in Sheep & Goat Meats

2.4.1 Market Segmentation: Meats of Sheep and Goat

The global market for sheep and goat meat is well segmgatagtaphically on basis of income

levels as well as taste and preferences. Through this timaylkstrategy, exporters maximize

industry revenue from exports. The average unit values for vgpiogisict categories are shown

in Figure 3.10 and Table 2.3 gives an indication of the direction @¢ tbatween developed and

developing countries for the various categories of meat products.

Generally, the data show than most of the higher-priced fresbafthileats were exported to the

developed countries and the lower priced cuts to developing caurgpecific observations are

as follows:

(i)

(ii)

(iif)

(iv)

Most of the trade in fresh/chilled products is targeted todthesloped country

market, obviously on account of demand preferences and affordability.

Most of the exports of meat of lamb go to the developed courdriets for the

same reason as in (i) above.

Most of the frozen meat products are exported to developing rasnt
particularly the lower value cuts. This not only refleictsome levels but also

limited preference for chilled products or lamb.

In the case of goat meat, the pattern noted for sheep wasvalsote This is
reflected in the fact that on a volume basis, exports to ol@wg countries
exceeded that to developed countries. However, the situatiorewersed when

considering the value of exports.
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Table 2.3: Global Sheep and Goat Meat Exports — Dérction of Trade in 2004

Total Exports to Total Exports to
Harmonized System Classification Develo_p ed Developlng
Countries Countries
(USD mn) (USD mn)
Lamb carcasses and half carcasses, fresh and
chilled (HS 020410)
Australia $154 $5
(97%) (3%)
United Kingdom $285 0
(100%) (0%)
Sheep carcasses and half carcasses fresh and
chilled (HS 020421)
Australia $2 $10
(14%) (86%)
Spain $96 0
(100%) (0%)
Sheep cuts, bone in, fresh or chilled (HS 020422)
Australia $213 $24
(90%) (10%)
New Zealand $266 $6
(98%) (2%)
Sheep cuts, boneless, fresh or chilled (HS020423)
Australia $57 $11
(84%) (16%)
New Zealand $92 $1
(99%) (1%)
Lamb carcasses and half carcasses, fresh and
chilled (HS 02430)
Australia $4 $10
(29%) (71%)
New Zealand $27 $8
(76%) (24%)
Sheep carcasses and half carcasses fresh and
chilled (HS 020441)
Australia $6 $14
(30%) (70%)
New Zealand $2 $13
(11%) (89%)
Sheep cuts, bone in frozen (HS 020442)
Australia $116 $154
(43%) (57%)
New Zealand $580 $176
(77%) (23%)
Sheep cuts boneless frozen (HS 020443)
Australia $75 $77
(49%) (51%)
New Zealand $288 $18
(94%) (6%)
Goat meat, fresh, chilled and frozen (HS 020450)
Australia $27 $4
(87%) (13%)
New Zealand $23
(100%) (0%)
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2.4.2 The Australia and New Zealand Mutton & Chevron Industries

Market Dominance: Given the importance of New Zealand and Australia indvivdde as well
as the fact that the majority of CARICOM imports comenfrthese countries, we thought it
useful to further examine these industries to highlight theirces of competitiveness. These

two countries dominate the global market for both sheep and goat meet.

With respect to sheep meat, Australia and New Zealand acanui®@% of the global exports
valued at USD 1.96 billion. Of this amount, New Zealand has a B&% sand Australia 44%. In
the case of Chevron, the combined exports from both countries &89 1dnnes valued at USD

34.7 mn (2003). Australia accounts for most (89 %) of the chevron exports.

Market Trends: Review of the sheep meat export database shows a mixed perdernima
volumes traded, following an increasing trend up to 2000 and declintaglilst thereafter.
Earnings by the industry however, showed a steadily increaséng in total export value
demonstrating increases in relative increases in pricehié@psmeat and also, rationalization of
the industry (Figure 2.11).

In the case of goat meat, both export volumes and prices hauefdiaving a continuous

upward trend (Figure 2.12).

== Exports - Qty (000 Mt) == Exports - Val (million$)

-12 —

CARICOM Regional Transformation Programme for Agitiere: Competitiveness of Small Ruminants



—— Exports - Qty (000Mt) —8— Exports - Val (SMN)

Joint Product Industry Structure: Sheep flocks in both Australia and New Zealand are
produced for both meat (including sheep for live export) and Woalstralia is the world's
largest wool producer, accounting for about 30% of global proddttiimost all of Australia's
wool is exported, the major markets being China (accounting for aBfi#g, followed by Italy,

Chinese Taipei (Taiwan), the Republic of Korea and France.

The joint product nature of the industry in both countries allows for cost sharing of
production expenses between wool and meat. This gives threspective industries
tremendous leverage in pricing their products and maintaimg a competitive position in
global trade. Countries attempting to develop a sheep indtry solely for meat production
would find it difficult to compete on the basis of prie. Quality factors must therefore

constitute the basis for developing a mutton industry

In the case of goat meat, it should be noted that Australia sigophsed on both feral
(wild) and domesticated species. The former obviously provides aeglatheap source

of meat. Domesticated species inclddey goats and the improved boer goat.

15 (Source Statistics — Tasmania Agriculture. Agricultural production., Livestock., Sheep and lambs
http://www.abs.gov.au/Ausstats/abs@.nsf/Lookup/7FE4D2922DBICA256C3200241770)

6 year Book Australia 2002., 2002., Agriculture., The wool industry
http://www.abs.gov.au/Ausstats/abs@.nsf/Lookup/F7B136618913C740CA256BB3C2065
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The database indicated that orders for goat meat usually exceed theydamagiply Prime goat
meat in Australia is traditionally regarded as lean, tendejuaecy It is sold under many names
but “capretto’, the Italian name for tender, milk-fed kid, éskibst known in Australia. The goat-

meat industry reportedly needs greater supply of quality, marketispgméit meat.

The sheep and lamb meat industry in New Zealand is considered cihe ofost
efficient. In addition to the joint product nature of the industry, the ingliss geared for
export marketing with 50 meat export processing plants in 2004. Irasieeof GoatiNew
Zealand has consistently worked towards achieving a highly predwstd efficient industry. In
this regard, the country introduced the Boer Goat from South Afrid®83 in an attempt to
increase flock productivity. Today, New Zealand is the trarddst exporter of goat meat (about

5%) after Australia and France.

2.4.3 The USA Sheep and Goat Industry

While the overall USA exports of lamb and mutton meat to CARIG® relatively small, we
note much of this is limited to high value cuts. We assume tost ofi the quantities imported is
intended for the tourism industry. Although relatively small, thezket is likely to grow over
time and therefore should be of interest to local entreprengiven the need to segment the
domestic market to optimize returns from a local Small Ramtis meat industry. We therefore

provide a brief overview of the USA sheep and goat industry.

The USA supplies approximately 67% of its sheep meat (lamimattdn) consumption, the rest
being imported from Australia (60%) and New Zealand (40 %). Alseiase in Australia, the
United States industry is also a joint product industry. When wamdspare high, producers keep
lambs longer to get additional shearing of wool, thus impacting oh soealy as less animals
are sent to slaughter. Historically, wool receipts have beeut @me-quarter of the income from
sheep production activiti&s Market-weight lambs comprised 95% of the number of sheep

marketed.

Y ibid
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Meat goat production has historically been located in the West andeBoitlains of the U.S.A.
However, within recent years, several Southern and Eastetes Stave increased both
inventories and numbers of goat enterprises. Slaughter datadts gshow an increasing trend,
from less than 100,000 heads in 1980 to over 500,000 heads, and a medigoradugbout
5,455 tonnes in 2002. The average dressed weight for a meat goat is about 10.5 kg (231bs)
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SECTION 3
THE CARICOM MARKET FOR MUTTON & CHEVRON

3.1 Overview of the CARICOM Market Situation

Consumption of sheep and goat meat in CARICOM is highly depemdeimports from New
Zealand and Australia. Overall, the Region imports approximat&lo of its consumption
requirements of both meats. In 2004, imports were valued at USD 23u8timover 88 % being
sheep meat. Our estimate is that the total value of the rgdusports and domestic production)
with respect to ONLY meat is approximately USD 30 — 40®mgstimated CARICOM
consumption is approximately 15,000 tonnes. However, the actual thaasumption and self

sufficiency vary among countries as well as between mutton and chegeds. m

Imports of mutton and chevron into the CARICOM Region averaged 10,343 t(20@%04)
with 64% of the total value of imports coming from Australia and 3@¥mn New Zealand. The

USA’s market share in the Region was estimated at only just a%oint Balue terms ().

In the Region, Jamaica has the largest stock of sheep andtgb#?,@00 head, followed by
Guyana (78,000 head), Antigua 15,000 and the rest of CARICOM having antoe{s at less
than 10,000 head (FAOStat).

18 Based on fresh meat prices.
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Table 3.1: CARICOM Imports of Small Ruminant Meat (2002/04 av)

Imports

Source of Volume

Imports Value USD mn | Value (%) (Tonnes) Volume (%)
Australia 12.260 64 7143.3 69
New Zealand 5.826 30 2948.9 29
USA 1.023 5 247.7 2
Canada 0.001 0.3
UK 0.015 2.8
Netherlands 0.001 0.1

Total 19.125 10343.1

Data Source: Comtrade Database

3.2 Estimates of CARICOM’s Meat Production

Data on domestic production of Sheep and Goat meat in CARICOMresuate not readily
available. One source of difficulty relates to the fact #haignificant number of animals are
slaughtered at informal facilities such as backyard orsidadvenues rather than in the public
abattoir. The only complete database is the FAOStat. Fronownrreview of the situation in
Trinidad and Tobago, we are of the view that the FAO’s datarestilmates meat production by

as much as 50 %.

The FAO reports that in 2004, total production of meat in CARIC@&4 approximately 3,430
tonnes. Subject to the above reservation, we use the FAOsdatdicative of meat production in
CARICOM. Figures 3.1 and 3.2 give the FAO estimate of meat pradutty CARICOM

countries and Figure 3.3 shows the CARICOM small ruminant sujipltisn with respect to

domestic production and imports.

In terms of goat meat production, the FAO data show JamaiCARYCOM'’s largest producer
with 1,559 tonnes, followed by Guyana with 260 tonnes, Antigua 111 tonnes #itisSind

Nevis 70 tonnes. Production levels for all other countries fédvbé&8 tonnes. However, in the
case of sheep meat, Guyana was the largest CARICOM pradgitbex production of 520 tonnes
in 2004, followed by Barbados (92 tonnes) and St Lucia (90 tonnes). Alisotvere below 68

tonnes.
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3.3 Import Profile: Product Categories

With respect to the type of meat, our principal import into thedRegs noted above is mutton,
accounting for 86 % of imports on a value basis (Figure 3.4). Godtimparts accounts for

only 11 % of the total with lamb imports being very small at 2 %.

The product categories imported into CARICOM and their relatiyoitance is shown in Figure
3.5. Frozen sheep cuts are the largest product category is tdrimports, accounting for

approximately 60 % of all Small Ruminant meat imports. Freshpsimeat cuts and frozen goat
meat respectively account for 12.9 % and 11.2 % of imports (vakis)baamb meat accounts

for less than 2 % as noted above.

Jamaica and Trinidad and Tobago are the two major importersnall suminant meats
accounting for approximately 65% of the Region’s expenditure. Oipeifisant importers are
The Bahamas and Barbados. A profile of the product categomnmsted by the main importing
countries is presented in Figures 3.6 to 3.9 (further detailed ie Baband Annex Table Al). It
should be noted that in the case of Jamaican, The Bahamas anddBatha composition of
imports is almost all sheep meat. Only in the case of Tringtatl Tobago was a significant

guantity of goat meat imported in 2004 (USD 2.2 mn). Sheep imports were USD 4.1 mn in 2004.
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Table 3.2: Summary of Imports of Sheep and Goat Mda into Various CARICOM in 2004

Total Sheep and

CARICOM Meat of Sheep  Meat of Goat -\ Import

Countries (USD 1,000) (USD 1,000) (USD 1,000)
Antigua 229 14 243
Bahamas 3,415 - 3,415
Barbados 3,024 - 3,024
Belize 32 - 32
Dominica 43 20 64
Grenada 151 - 151
Guyana 5 - 5
Jamaica 8,448 279 8,727
Montserrat 0 - -

St Kitts 299 - 299

St Lucia 957 17 974

St Vincent 27 - 27

Suriname - - -

Trinidad &

Tobago 4,006 2,272 6,278
Total Imports 20,636 2,603 23,239

Data Source: Comtrade database

3.4 Features of the CARICOM Market for Mutton & Chevron

Current Consumption Levels CARICOM per caput supply of goat and sheep meats was
estimated at 2.2 kg in 2002, ranging from 0.1 kg in Belize to 6.1okdSt Lucia®. These
guantities were significantly lower than poultry which avesa87.2 kg, ranging from 23.3 kg in
Guyana to 64.6 kg in St Lucia, and meat of the bovine specidhvahieraged 7.8 kg, ranging
from 2.5 kg in Guyana to 22.4 kg in The Bahamas. The per capitaysafdfigh was estimated at
27 kg and pork 6.5 kg over the same period. When the tourist populatiomated at 1.9 mn
persons per year is included, the per capita supply of smalhantbmeat was estimated at 1.7
kg®™. Figure 3.11 presents the average per capita supply of selaetstock meats and fish in
2002.

Given, the relatively high demand for fresh mutton and chevron, theseope for increasing

consumption level, substituting in part for the other meats.

19 Resident population in 2002 was estimated at 608®4persons (FAOStat); tourist arrivals 4,857,107@ Tourism Statistics)
persons; average stop over assumed at 7 dayspwast popn 1,901,000
20 2002-2003 Annual Statistical Report http://www.cardlasbean.org/information/documentview.php?rowid=2133
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B Residents per capita

B Residents + Tourist p
capita

Market Features: Ethnic, cultural and religious factors influence consumptidtepss for goat
and sheep meat in the Region. Fresh goat and sheep meat is comstivadg@egion throughout
the year with peaks associated with various celebrationsedigtbus events such as Christmas,
Eid Ul AdhaandEid Ul Fitr. In Jamaica, the consumption of goat meat is widespread in tie loc
community and the product is being readily introduced to the touside tas part of the local

cuisine.

In spite of strong demand, much work needs to be done on product n@ri@bper meat
handling and product presentation. Conditions and facilities for slaugigels to be improved;
and by-product utilization and value added needs to be exploited. Onlyldractain of locally
produced mutton and chevron is marketed through the established skeémgrades and
standards need to be established to fully optimize returns; addgts need to be promoted to

extract value.
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As noted earlier, domestic regional production of goat and sheepisneali below production
with the Region relying heavily on imports. Given, the role $rRaiminants could play in
enhancing food security and increasing farm and rural incomes &gl itgvappropriateness for

land scarce economies, there is need for a serious thrust in progesinglustry forward.

The basis for a competitive CARICOM Small Ruminant Indudry depends on the
development of a quality product that maximizes value, g@foits unique flavours, freshness,
wholesomeness and taste.

The illustration below summarizes CARICOM'’s supply scenario follsomainant meats.
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Figure 3.12: CARICOM Import Consumption of Small Ruminant Meats by
Major Suppliers (USD 1,000)

v v
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SECTION 4
THE INTERNATIONAL MARKET: PRICES & MARKETING
STRATEGIES

4.0 Introduction

In Section 2 we reviewed global trade in Small Ruminant snéathis Section, we examine the
forces influencing demand in the International market, manfgetirategies of the global leaders
for sheep and goat meats - New Zealand and Australia, anctivang of meat products. The

Chapter closes with an examination of the international magkees on CARICOM with

implications for the development of a Regional Small Ruminant Industry.

4.1 Key Factors Influencing Market Demand for Sheep and Goat Meats

In Section 3 we noted some of the factors influencing demandh&epsand goat meat in
CARICOM. At the global level, these factors are mirrored along with atbierderstanding these
drivers in the market is critical to maintaining a sgonarket presence and optimizing revenues.
We note two groups of factors influencing demand for sheep and gaat (@ethe economic

factors and; (b) the socio-cultural/religious factors.

The Economic Factors Influencing Demand/Consumption At the international level, a
number of factors are seen to impact on the relative poiceseep/goat meat. These include the
price of substitute meats such as chicken and*harkanging consumer preferences as they
switch from mutton to lamb and to fresh / chilled from frozen meats, risiogi@devels in many
developing countries and changes in farm support policies in majdugng / trading countries.

In some countries, beef, fish and chicken may represent substitutestfandaheep meat.

Another factor relates to changes in the relative exchangs between trading partners. For

example, the appreciation of the Australia dollar relative to the U.®aised the price of lamb in

2 New Zealand Ministry of Agriculture and Forestnytp://www.maf.govt.nz/mafnet/rural-nz/statistiasda
forecasts/sonzaf/2004/2004-sonzaf-18.htmgh6
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the US market thus having a dampening effect on the demaml$tralian mutton exports to
the USA®.

Socio-cultural/Religious Factors Influencing Demand/Consumijon: The socio-cultural and
religious forces influencing the demand for Small Ruminantsngarticularly for sheep meat, is
considered quite strong. The range of these factors howasies\by country, ethnicity, religion

and culture. Some of these factors include:

(1) Religious Markets for Lamb: There are a number of religious celebrations
throughout the year for which lamb is a traditional part. In the USA, lamb and mutton
import orders are normally placed at the beginning of the ygareparation for the
religious holidays of Easter and Pass6veburing Eid al Adha Eid al Fitr and
Christmas, the demand also spikes up for live small ruminants eats rof sheep
and goats.

(i) Ethnic niches Sheep and goat meat are a staple food among people fromcspecifi
parts of the world, especially those of Middle Eastern, Afridaatin American, or
Caribbean origins. Lamb is also very popular among Greeks and B4sques

(iii) Age of Consumer In some markets such as the USA, the typical lamb consumer was
found to be older, relatively well-established ethnic minofities

(iv) Other special requirements Muslim and Jewish customers for example, have
specific dietary laws for which special arrangements musnage. People of the
Jewish faith who keep leosherdiet have specific requirements for animal slaughter
and meat consumptiéh

(v) Cultures: Primary research in Chicago has shown that some culturesspacialty
stores operated by their own people that tend to be the first stoprtain items. For
instance, Pakistani and other Middle Eastern shops that sdllwilkeaarry ‘halal

lamb, which will often bring in customers of any nationality tisapredominantly

2ibid

= Livestock, Dairy, and Poultry., Outlook. Mildred M. Haley, USDA.
http://usda.mannlib.cornell.edu/reports/erssordtiwek/Idp-mbb/2005/Idpm131t.pdf . May,18005.
2 Direct Marketing Lamb to Niche and Ethnic Marketsiversity of lllinois.
http://web.extension.uiuc.edu/iidea/PDF/lambfactipelf

% pid.
% |bid.
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Muslim. Other parts of the animal such as bones, heads, organs, and variegreneats
also availabl&.
(vi) Restaurants and mainstream storeshat serve ethnic communities may need year-

round supply.

4.2 New Zealand & Australian Marketing Strategies

4.2.1 Strategies

New Zealand red meat industries are reportedly similathéd of Australia. The red meat
production sector is strongly export orientated, thus revenues ekiorters and producers are
largely dependent on international prices, exchange ratespreg@limatic conditions and

abnormalities, and animal disease and food safety shbcks.

As global market leaders for sheep and goat meats, one of kkgtimg strategies pursued by
New Zealand and Australia is the segmentation of their nwarkdie markets range from
industrial countries offering high-value returns to less dmad countries offering outlets for
lower value products; markets with preference for spedaifis/products to those seeking a cheap
source of protein; from those that have special religious kmeints to those that do not; those
markets that would only consume traditional meat cuts to thoseakata preference for offals.
Accordingly, these countries seek to differentiate their imguptoducts according to the
characteristics of the market. As a result, a wide rangeodiipts are produced from each animal
to meet the unique preference of each market. For example Zbl@and currently processes a

lamb carcass into 33 main product cuts.

4.2.2 Pricing

Price Benchmarking The European Union (EU) is New Zealand’'s major market donbl

exports, accounting for 62% of its export revenues. Given thisaresaip, the pricing for New
Zealand meat is benchmarked using the UK Smithfield prices. The UK mdagtnsansed as the
indicator market for New Zealand’s Ministry of AgriculturedaForestry (MAF) for forecasting

purposes. In this regard, the representative wholesale pricéoydéelv Zealand for its lamb, as

27 ibid
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reported by Meat and Wool New Zealand Limited (MWNZL), is 8oPM grade carcass
Although this constitutes a small part of the overall lamb tracheiriors the price trends of other

New Zealand lamb products sold in the UK, France and Gefhany

Product Differentiating / Pricing Strategy: We present in Figure 4.1 the average 2004 prices of
various cuts of sheep meat exported from the major exportingrisumhe diagram reflects the
pricing strategy for various cuts of meat. Clearly the pradast differentiated according to the
preference patterns of the various markets. The bulk of tite valued cuts are destined for

markets such as the EU where incomes are high.

New Zealand supplies 47% of the market for the highest-valnedpsmeat §heep cuts,
boneless, fresh/chilled HS 020423which was valued at USD 6,937 / tonne, followed by
Australia at 34%.Sheep cuts, bone-in, fresh/chilled HS 020422he next highest valued
product, traded at an average price of USD 5,944 / tonne. Again/ZBaland dominated the

market at 41% and Australia at 36% market share.

The lowest priced cuts compris&theep carcasses and half carcasses, frozen HS 02044is
product was traded at an average price of USD 1,879 / tonne in 2@®4ldbal market for this
product was dominated by Australia (52%) and New Zealand (38%).

28 New Zealand red meat industries
http://www.mla.com.au/TopicHierarchy/Marketinforrmat/OverseasMarkets/RedMeatMarkets/NewZealand/ttditm
2 Source: Ministry of Agriculture and Foresthitp://www.maf.govt.nz/mafnet/rural-nz/statistiaseaforecasts/sonzaf/2004/2004-
sonzaf-18.htm#h6
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The World (Benchmark) Price for Meat of Sheep — Trend:At the international market level,
Ovine / sheep meat (New Zealand lamb, frozen whole carcésdesale prices ex. Smithfield,
London) followed a fluctuating but increasing trend. Prices incceftsen USD 2,707/ tonne in
1990 to USD 4,691/ tonne in 2004 and estimated at USD 4,600/ tonne in 2005 (Figure 4.2).

The market for sheep meat reflects significant incre@sqwice over recent years. Over the
period 2001/04 prices increased from USD 2,970 / tonne to USD 4,600 perdarinerease of
55%. In comparison, goat meat exported from Australia traded at an averagef p8D 2,640 /

tonne, reflecting an increase of only 15 % over the period.

A comparison of the New Zealand, Australian and the USA avenaces for sheep meat over
the period 1997 — 2003 is presented in Figure 4.3. The much lower average pricesriirtthe f
countries reflects the highly competitive position of theimBrRuminant industries. The lower

average price for Australids a visNew Zealand reflects the trade in lower value cuts.
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CARICOM Regional Transformation Programme for Agltiere: Competitiveness of Small Ruminants



(*) Data Source: World Bank: Commodity Price Datagented in «www.fao.org/es/esc/pricesservlet.jsp?lang=en

(1) Trade data - FAOStat Database. T(@jle data - FAOStat Database. USALamb Carcass Price, Choice-Prime, East
Coast, (1994-2003). (4) World Bank. Averageial Price for Ovine Meat of New Zealand tradedSithfield, London
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4.3 Prices Paid for Imports by CARICOM Countries

We should indicate that within each of the customs class df ime@ is a range of products of
various quality and / or grade. For example, within the Customgy@stélS 020423: Sheep
Cuts Boneless (fresh or chilled) in 2004, the trade data hees @ARICOM countries (Jamaica,
Trinidad and Tobago, Bahamas) making purchases from Austféléafob prices on a tonne
basis were USD 1,318; USD 1,615 and USD 2,756. We assume these diifereftect
differences in product quality or grade. In the same year Thenizehmade purchases from the
USA for the same customs category at USD 3,846 / tonne. This canpiéinean average price
qguoted in Figure 4.1 above of USD 6,937 / tonne.

Similarly, frozen sheep carcasses (HS 020441) purchased in theygam(2004) from Australia
showed prices of USD 712; USD 2,043; USD 2,104 and USD 2,805 per tomaeavérage
guoted for this category of meat in Figure 4.1 is USD 1,879 / tonne

4.4 Implications for the CARICOM Small Ruminant Market

An examination of the prices database shows a range of pricesdtirruminant meats. Further,
variation exists by species of animal, age of animal and thectegpeuts. The industry’s market
is further segmented by economic and socio-cultural/religiousr&adPricing in the industry is
also differentiated by meat product form — fregh frozen. Within the Region, freshly

slaughtered small ruminant meat attracts premium prices.

Should CARICOM seek to transpose the level of self-suffigiesfcthe Region from 25% to a
much higher range as it relates to meats of small ruminéetsndustry would need to take on
board the various market strategies employed by other countitessirategic plan. Further, the
industry development strategies would have to be benchmarked oglatiee prices of lower-

end cuts in the global market. This would be further addressed Dotingetitiveness Analysis

reports to this Study.
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SECTION 5
LIVESTOCK REGULATIONS AND TRADE POLICY ISSUES

5.0 Introduction

The preceding sections presented the global small ruminanticitued well as that of the
Oceania region. This was followed by a review of CARICOM'stpmsrelative to the rest of the
world. From a review of the various databases, we were |ledriolude that the CARICOM
Region would continue to be net importers of mutton and chevron for quitdea Nonetheless,
in this section we examine briefly the SPS conditions for entrgezit exports into the USA and
the EU, and also presents the major regulatory frameworkABICOM. This can serve to
highlight some of the SPS concerns that could inform the Regioeé import policy from an

SPS perspective. It would also be useful in guiding the development of gitreaktrade.

5.1: The United States of America

In order to acquire approval to export small ruminant meat m@dJSA, an SPS audit is firstly
conducted when market entry applications are made. The USA eslatountry’s ‘disease
status’ on the basis of inherent diseases within the country, the tehistaxs of adjacent regions,
the extent of active disease control programmes as wellcagation status of the animals when
applications are made. Further, the level of bio-securigardihg movements of animals,
livestock demographics and marketing practices, the extedisefse surveillance, diagnostic
laboratory capabilities and the presence of SSOP and HAG®@RIhas conditions of slaughter

facilities are also used to guide disease audits.

5.2: The European Union

The Fresh Meat (Import Conditions) Regulations of thereldfuire imported fresh red meat to be
accompanied by appropriate animal and public health certification indacwa with The Fresh

Meat (Import Conditions) Regulations 1996. An import license is not required.

The Regulations alseequire animals to be slaughtered in EU- approved establishamghtzny

special importation requirement must be satisfied. Furthehercase of imports originating in
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third countries, they must be derived from animals which have remained foraat taree

months before slaughter, or since birth if they were less theee months old at slaughter.
Imports of meats from animals treated with certain hormonalvels as ‘others substances’
having a thyrostatic action or which has been treated with maniar ultra-violet radiation are

also prohibite?. The animals must also be free from pests and diseases.

Transmissible Spongiform Encephalopathy

On January 28, 2005, the European Commission announced in a press rele&s®ritieat
Spongiform Encephalopath$E) had been confirmed in a goat which was slaughtered in
France in 2002. (This is the first case of BSE found in capmm®als,recently confirmed in a
French goat, which was slaughtered in 2002). As a result, the European Commission asopted ne
legislation in relation to Transmissible Spongiform Encephahyp@SE) and Scrapie in ovine

and caprine herds, as well as imposing trade restrictions@arimals, ova and semen of goats
and sheefl. Goats can suffer from scrapie, a type of TSE (Transniss#pongiform

Encephalopathy), a group of diseases that also includes BSE in cattle.

5.3: CARICOM Regulatory Environment

Countries of the Region recognizes the Office InternationalEgézooties (OIE) or the World
Animal Health Organization as the international standardngetirganization for promoting
animal health. The Competent Authority for animal health inrdspective countries of the
Region therefore adopts the OIE guidelines which are usttkidevelopment of animal health
standards. The guidelines also provide for transparency ancakmae in trade of animals and

animal products as set out by the WTO SPS Agreement.
Under the WTO, the SPS Agreement specifies that:

a. Disease risk assessments should evaluate the likelihood of extétglishment or spread
of a disease within an importing country according to the measures wfigiht be

applied, and the associated biological and economic consequences.

%0 source: Statutory Instrument 1996 No. 31ZEhe Fresh Meat (Import Conditions) Regulations 1996
http://www.opsi.gov.uk/si/si1996/Uksi 19963125 en.i@m#fnf016

%1 SourceGAIN Report., Global Agriculture Information NetworkGAIN Report Number: E35023Date: 2/7/2005
http://64.233.179.104/search?g=cache:ECjPKdmTgSkhragobservatory.org/library.cfm%3FreflD%3D48574-edirruminant+i
mport+restrictions+eu&hl=en
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b. Food safety risk assessments should evaluate the potentadverse effects on human
or animal health from the presence of pathogenic agents, additisatangsinants or

toxins in foods, beverages or feedstuffs.

SPS Standards in Belize

Live Animals: With respect to live animal importations, The Belize Agriat health Authority
(BAHA) approves on-farm quarantine stations prior to importatiormrofmals. On arrival, a
veterinarian inspects the animal within 24 hours of ent/then at least once weekly. Animals

are quarantined for a period of 30 d4ys

Import of animal products: Belize assesses disease risk on imports of animal productaute ens
that disease and food safety risks posed by imported goodsdemdfied and managed

effectively. An import risk analysis is conducted when:
The animal product has never been previously imported.
The goods originate from a country or region not previously approved.
The health status of the country or region changes.
There is new information on a particular disease.

As part of the health notification requirement, the exporting cguntrst provide evidence that

an export good does not represent a significant risk to Belize.

Unlike the regulatory environment existing in the developed cosntléscribed above which
includes protection of the consumers, our review of the databagsetdldcate any significant
SPS regulations [except Belize (BAHA)] for the Region beside&tiwbéch seek to address tariff
at the border. Generally however, Caribbean countries folloidetines reflecting those of the
OIE protocols. Operationally, safety protection measures ke tanly when a notifiable event
has occurred which requires an immediate course of actimter8atic protection and safety

measures appear to be inadequately addressed. At theaewthilwe also observe an absence of

%2 Source: Belize Agricultural Health Authority. <tipr/www.baha.bz/animal_health.htenl
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labeling which impacts on product history and traceability. ¢hobalized trading environment,
consumers in both sections of the divide should be afforded equitseatinent. Similarly,
Regional producers of sheep and goat meats should be protected mgtamces of “dumping”.

These are likely to create negative impact on efforts to gegarldomestic market share.

Although the Region is taking steps to develop its monitoring and diggmepabilities, the
pace is slow relative to the frequency and the rate at which incglehdeseases are occurring at
new locations worldwide. Unless protected, the Region is liteelguffer health, economic and

social costs.

Further, it is no secret that although there are laws regyltte slaughter of animals for human
consumption, such events take place privately, without the requisilth and food safety
inspections. The free range system that exists in parts @ahkbean, together with a praedial
larceny problem and the lack of traceability at slaughteriegyes to further expose the
consumers to health and safety risks. Generally, systemdatayhtering, meat handling and
waste disposal at the public abattoirs are in dire need of deognad modernization. Further,
HACCP and SSOP practices seem to be absent from such sy$terabattoirs in the private

domain do not all cater for handling of sheep and goats.

5.4 Livestock Industry Reforms in UK - A key factor in future lamb prices

The UK member countries have all announced different polieits regard to the basis for
support payments to their farmers from January 2005. Effectigalysidy payments will be
decoupled from the historical “per head of livestock” basis tpea farm” basis, along with
increasingly popular environmental schemes where farmers adetgainaintain the visual
landscape, primarily for the benefit of urban visitors and tourists. Ingb&d, Sheep farmers for
example will be assisted financially, irrespective of thaiel of production. However, tHdew
Zealand Ministry of Agriculture and Forestrgportedly sees this move (which is likely to
lead to static UK sheep numbers) as a major influence on future lamtiprice

Up to 2004, there was a tendency to support farmers on a per heaty adsss which has

reportedly resulted in over-grazing in many hilly country aréag UK countryside is perceived

33 New Zealand Ministry of Agriculture and Foresthytp://www.maf.govt.nz/mafnet/rural-nz/statistics-
and-forecasts/sonzaf/2004/2004-sonzaf-18.htm#h6
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to hold significant environmental value for city dwellessmmuters and tourists, and it is hoped

that these reforms will enhance that vatue

5.5 Grades and Standards

The USDA has established Lamb Quality Grades based upon jalatdiaracteristics defined
by lean and carcass conformation. Quality grades are based expted eating satisfaction of

the meat, and conformation consideration, having no direct influence upon the edityg qua

For quality grading purposes, three carcass classes havdewetoped tamb, yearling mutton
and mutton. Within each class, there are four quality grades. In the @akenb and yearling

mutton, the quality grades aPeime, Choice, GoodandUtility .

Meat from older sheep is called yearling mutton or mutton andsifitaded, these words will be
stamped on the meat along with the shield-shaped grade marknMattcasses are graded as:
Choice, Good, Utility and Cull. The factors used in quality grading lamb carcasses are: (1)
maturity, (2) lean quality and (3) carcass conformatidBrades for yearling mutton and mutton
are the same as for lamb, except that mutton does not qualifgefdPrime grade and the Cull

grade applies only to mutton.

Box 5.1 details the USDA grades for sheep meat.

Box 5.1
USDA Lamb Grades

Lamb is produced from animals less than a yearSiltte the quality of lamb varies according todge
of the animal, it is advisable to buy lamb that hasn USDA-graded.

USDA Prime: Prime grade lamb is very high in tenderness, jes, and flavor. It has moderate marbling,
which enhances both flavor and juiciness. Primgstand roasts are excellent for dry-heat cooking
(broiling and roasting).

USDA Choice: Choice grade lamb has slightly less marbling theme, but still is of very high quality.
Choice chops and roasts also are very tender,, jaiy flavorful and suited to dry-heat cooking. lesw
grades of lamb and mutton (USDA Good, Utility, &all) are seldom marked with the grade if sold at
retail 3

% Ibid p6.
% Source: Yield Grades and Quality Grades for LaBdrcassesttp://ianrpubs.unl.edu/sheep/g675.htm
% Source: How to buy meat. USDA. http://www.ams.ugd&/howtobuy/meat.htm
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5.6 Trade Policy - Tariffs and Quotas
5.6.1 EU Trade Policy

The European Union uses a number of mechanisms to support its agei@id protect its
farmers. These include various financial support mechanismgelhs@s a series of tariffs and

guotas. In some cases, certain non-tariff measures are also applied.

Producer Support Mechanisms

Sheep and goats were included in the list of commodities irgtludder the EU CAP reform
programme. In this regard, effective January 1, 2005, sheep andajoatdrin 10 of the 25 EU
Member States have been benefiting from direct income paymneplacing the previous system
of payment based on production levels. The payments are linkearaiodevelopment, and

meeting environmental, food safety and various other standards (‘cropacwe’)’’.

Tariffs and Quotas

In 1998, the EU self-sufficiency in sheep and goat meat wasadstnat 81.3% or a deficit of
264,000 tonnes. The level of self sufficiency has shown a steadydmual decline reaching
77.2% in 2000 or a net deficit of 249,000 torffiels the case of sheep meat and goat meat (and
beef and veal), most imports are done under preferential tred@aments including tariff rate

quotas.

The quantities laid down by tariff quotas (283,723 tonnes in 2006), ydatizero or reduced
customs duty and imports are subject to the issue of an itigerte by the Member Statdhe

EU’s quota (carcass weight equivalent) applicable for raliatin 2006 has been set at 18,650
tonnes and New Zealand 227,854 tofheBor other countries, the applicable quotas are:
Argentina 23,000 tonnes, Uruguay 5,800 tonnes, Chile 5,600 tonnes, Iceland 1,350 tonnes
Norway 300 tonnes, Greenland 100 tonnes, Faeroes 20 tonnes, and Turkey 200 tenAeP

states are subject to a 100 tonnes quota for live spemftesr ‘than domestic sheep’ and for

37
Source: EU-25 Agricultural Situation., New EU CoommmAgricultural Policy starts in some., EU courgrgd05. GAIN Report
Number: E35001 http://www.fas.usda.gov/gainfile§201/146118406.pdf

% The Meat Sector in the European Union. Europeanr@ission. Director General for Agriculture.
http://europa.eu.int/comm/agriculture/publi/factati2004_en.pdf

%9 SourceCOMMISSION REGULATION (EC) No 2185/2005

of 27 December 2005 opening Community tariff quotafr 2006 for sheep, goats, sheepmeat and goatme@afficial Journal of
the European Union.

http://europa.eu.int/eur-lex/lex/LexUriServ/sitelgf?005/|_347/|_34720051230en00700073.pdf
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‘domestic sheep’ carcass, a quota of 500 tonnes is allowed. Inshefcdne ACP states, a 65%
reduction of specific duties rather than duty free entrylisved within the quofd. For all other
countries including ACP states, a quota of 200 tonnes of domes#p slarcase, and 49 tonnes

live are allowed (ibid).

The applicable Third Country Tariffs which ranges from 12.8%@.2 / 100kg to 12.8%227.7
/ 100kg for different sheep and goat products are presented in Table 5.1.

In the event that major changes in prices and supply threaterraptdise Community market,
appropriate measures are allowed to be taken. Market priceamiogitakes place on a carcass-

price basis, excluding value-added tax.

The EU has been advocating for greater prominence of ‘non-trageros’ such as food safety

and animal welfare, especially within the WTO multilateral feamrk.

Table 5.1: EU Tariffs - Third Country Duty Applicab le - 2006

Associated Taric code(s) Tariff Charges
EUR/100 kg
0204100000 Carcases and half-carcases of lamb, fresh oedhill{12.8% + 171.3
0204210000 Carcases and half-carcases 12.8%+ 171.3
0204220000 Other cuts with bone in - -
0204300000 Carcases and half-carcases of lamb, frozen 12.8%+ 128.8
0204410000 Carcases and half-carcases 12.8%+128.8
0204420000 Other cuts with bone in - -
0204501100 Carcases and half-carcases 12.8%+171.3
0204501300 Short forequarters 12.8%+  119.9
0204501500 Chines and/or best ends 12.8%+ 188.5
0204501900 Legs 12.8%+ 222.7
0204503100 Cuts with bone in 12.8%+ 222.7
0204505100 Carcases and half-carcases 12.8%+ 128.8
0204505300 Short forequarters 12.8%+ 90.2
0204505500 Chines and/or best ends 12.8%+ 141.7
0204505900 Legs 12.8%+ 167.5
0204507100 Cuts with bone in 12.8%+ 167.5

Source: Europa. External Trade. European CommissionExport Help Desk for Developing Countries. http:/export-
help.cec.eu.int/thdapp/taric/TaricServlet?action=taiff&prodLine=80&simDate=20060111&taricCode=020410®10&countryl
d=AU&simDateDay=11&simDateMonth=01&simDateYear=200@&nomenCmd=View#

“0 For species ‘domestic sheep’ only: ex 0204, eX0024.21 and ex 0210 99 29.
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5.6.2 The USA Trade Policy

Assistance to the (nondairy) livestock sector is limitedemergency measures to address the
needs of producers in times of natural disasters under testbck Indemnity Program and the
Livestock Assistance Program. Under these programmes, tB& W&y purchase meats for

domestic feeding programmes to help strengthen ptices

There are no quotas on lamb imports into the USA and curréhteaels are relatively low. The
2005 Normal Trade Relations (NTR) duty rate (formerly known asMbst Favored Nation
(MFN duty rate) was USD 0.07/kg and the (non-NTR) duty rate sed at USD 0.154 / ké\

number of countries including NAFTA and CBI / CBERA countriesyal as Australia benefit

from preferential duty-free entfy

5. 7 The Regulatory Environment and Major Implications for CARICOM

The USA conducts an SPS audit on the countries seeking entrigsimarket, as well as, the
biosecurity and SPS diagnostic/capability resident within the poufhe EU allows imports
from EU-approved establishments and has highlighted concerns about the usermdnyedrugs.

Further, the BSE outbreak has extended the surveillancedatthe to other ruminants. In the

case of the Caribbean, the OIE protocol is generally used as the guidiipler

The trade policy environment is also evolving whereby the UKadifying its support base to
its small ruminant farmers. The final outcome of this actiomsite. However, the New Zealand
speculators predict that it will lead to a drop in meat productod ultimately higher market

prices.

Whatever the outcome of the various policies, should policy-makers decide topdeya small
ruminant industry in the CARICOM Region, there are importanbles$o be learnt from within
the policy mix. In the final analysis, stringent SPS measureseguired to protect the health of
the domestic industry, and a mixture of SPS and tariff measwekl be required to give the
industry time to grow and develop. CARICOM can be guided by the é&Srade policies

employed by various countries.

41 Appendix—Overview of U.S. and EU Commodity Prograrhgp://www.ers.usda.gov/publications/WRS0404/MIBSA App. pdf
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42 United States International Trade Commission. 2005 Tariff and Trade Data for a specific product
2005 Tariff and Most Recent Annual U.S. Impofoimation http://dataweb.usitc.gov/scripts/tariff@asp -20 -
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ANNEX

Annex Table A1l: CARICOM Sources of Imports of Meatof Sheep and Goats by Cuts and Species in 2004 (U$D00)

Sheep
Lamb carcasses
carcasses  and half
and half carcasses,
carcasses, fresh or
fresh or chilled Sheep cuts, bone Goat meat, fresh,
chilled [HS1996 in, fresh or Lamb carcasses and half Sheep carcasses and chilled or frozen
[HS code chilled [HS1996 Sheep cuts, boneless, fresh or carcasses, frozen [HS1996 half carcasses, frozen Sheep cuts, bone in, frozen Sheep cuts, boneless, frozen [HS1996 code Total
020410] 020421] code 020422] chilled [HS1996 code 020423] code 020430] [HS1996 code 020441] [HS1996 code 020442] [HS1996 code 020443] 020450] Imports
CARICOM
Countries USA Aus Aus USA NZ USA Can Aus USA Fra NZ Aus NZ Aus USA NZ Aus USA NZ Aus
Antigua $3 $20 $9 $64 $105 $6 $12 $11 $13 $1 $243
Bahamas $4 $44 $24 $546 $12 $40 $64 $16 $126 $336 $1,895 $63 $210 $36 $3,415
Barbados $1 $67 $21 $2,549 $163 $223 $3,024
Belize $32 $32
Dominica $43 $20 $64
Grenada $24 $17 $83 $21 $6 $151
Guyana $5 $5
Jamaica $82 $1,872 $292 $89 $3 $136 $1,004 $653 $4,139 $10: $37 $39 $279 $8,727
Montserrat
St Kitts $4 $2 $10 $2 $16 $91 $151 $2 $8 $12 $299
St Lucia $45 $2 $18 $501 $342 $45 $3 $17 $974
St Vincent $10 $4 $2 $27
Suriname
Trinidad &
Tobago $79 $43 $623 $1,527 $1,483 $58 $193 $83 $2,190 $6,278
Total
Imports $88 $1,920 $510 $573 $2 $12 $1 $171 $186 $32 $163 $1,792 $5,808 $8,301 $17¢  $377 $465 $59 $96 $2,507 $23,239

Data Source: Comtrade database
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Table 8.5— USA Wholesale Lamb Carcass Price, Choicaife, East Coast, 55-65 Ib.

Dollars per 100 pounds

Year Year
1990 121.47
1991 117.33
1992 131.66
1993 143.97
1994 147.62
1995 163.45
1996 177.58
1997 178.67
1998 156.75
1999 #N/A
2000 177.78
2001 #N/A
2002 151.28
2003 185.21

Source: http://usda.mannlib.cornell.edu/data-sets/livestoc#®4006/wholesaleprices.xls
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