FOREWORD

The South East England Development Agency [SEEDA] has recognized from the outset that the countryside of the South East is one of its most valuable assets.   These precious landscapes have been created and maintained by farmers.  Livestock farming is particularly important in this respect.  Even before the foot and mouth crisis SEEDA had identified the importance of abattoir provision to the livestock sector and commissioned an abattoir study.  Now is the time for farm businesses and the Development Agency [SEEDA] to take action to ensure that an up to date infrastructure for the livestock industry is in place to enable producers to take full advantage of modern marketing methods and get their share of the Region’s urban prosperity.   

It is also vital for the many businesses which depend on visitor spending in the Region that we have a viable agricultural industry.  Foot and mouth disease has at least taught us that.

He Livestock Action Plan which follows is an essential part of SEEDA’s strategy for rural industries in the region.  The work has been led by the industry sector Steering Group, chaired by SEEDA. 

I would like to thank the Meat and Livestock Commission for their work on the report and the members of the Steering Group, as well as the businesses which took part.
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Executive Summary

Objective

1. The revival of the livestock industry following Foot and Mouth Disease [FMD] was an integral part of the Economic Recovery Plan led by the South East England Development Agency [SEEDA].

2. A study was undertaken to identify the main issues facing the livestock sector in the South East region post FMD, with a particular focus on the future provision of abattoirs and meat processing facilities in the region.  Two specific issues have been crucial to its development:

· the closure of the large sheep abattoir plant [Invicta Lamb in Kent].
· the increasing need from farmers wishing to be involved in the direct sale of meat, through supplying ‘niche markets’, and through collaborative local/regional branding initiatives, for abattoir and cutting plant facilities.

3. The work has been guided by an industry-led Steering Group, chaired by SEEDA, which included the Meat and Livestock Commission [MLC]; the National Farmers Union [NFU]; the Wool Marketing Board; the National Beef Association; the Livestock Auctioneer’s Association; and representatives from Kent County Council and Hampshire Economic Partnership.

4. The work was carried out by MLC Industry Strategy Consulting; 

5. The objective of the work was to produce an Action Plan for the whole region that could be implemented by SEEDA and partners across the region.

Methodology

6. The project has involved both:

· detailed desk work (reviewing  existing studies, assessing livestock availability in the region, potential finished stock figures and slaughterings and the structure of primary and secondary processing in the South East) and

· extensive fieldwork that included:

· visits to discuss key issues and carry out an engineering assessment of the majority of the existing abattoirs/cutting plants within SEEDA region.

· discussions with various interested parties including the major abattoir/processing companies inside and outside of the region, involved with stock from the region.
· telephone assessment of current relationships and trade patterns amongst the main trade buyers and sellers of meat and livestock in the South East.

· telephone interviews with key EU buyers of the potential for future sheepmeat  exports from the South East.

· briefing sessions with interested stakeholders, particularly those farmers and groups considering developing marketing and processing activity, carried out at Chatham, Guildford and Milton Keynes. 

Analysis

7. This work has clearly shown that the meat and livestock sector in the South East of England as in other parts of the country, faces major challenges. Although not as directly affected by FMD as other parts of the country, the secondary effects of closed livestock markets for most of 2001, severe disruption to existing supply relationships and patterns of trade, and the complete export ban for most of the year (which led to the closure of the one large sheep abattoir referred to above), has meant that in the short term the industry has had to re-engineer its method of working. 

8. Short term problems identified include:

· acute financial difficulty for much of 2001 for producers, particularly sheep farmers in the eastern part of the region who previously had relied on the export trade demand for lambs from Invicta, to put a firm base in the South East lamb market.

· the administrative overload for farmers and the meat trade, caused by FMD with the transport, cleaning and dis-infection arrangements.

· having to find new marketing channels for finished, store and breeding stock

9. Medium term implications for the future structure of the industry, include:

· a greater questioning of existing relationships and supply chains within the ‘mainstream market’ (i.e. that represented by the large supermarkets, large meat processors and manufacturers and chain catering suppliers).
· a concern over the future for the auction sector, particularly its future role in selling finished stock and its role in supplying the ‘mainstream market’ – linked to uncertainty about future transport regulations for store and finished stock from the South East.

· a renewed interest in farmers becoming more involved with marketing their produce to the ‘alternative’ market (i.e. that represented by traditional butchers, local caterers, smaller processors and direct sales), either individually in ‘niche schemes’ or collaboratively, sometimes through the building of local regional brands. Not all these interests have the same objectives e.g. most are looking to build profitability through adding value, but some groups are looking at improvements:

· through ownership expansion – usually beginning with the processing facility (abattoir or cutting plant).

· through integration – partnership or strategic alliance with an existing player.

· a combination of the two as a better way e.g. contract slaughter to owned cutting plant.

some are looking to achieve an immediate improvement in the premiums for their stock, others are looking for more long term stability.

10. All current studies of the overall strategic situation agree that there are also fundamental strategic forces at work (ranging from the effects on consumption of changes in lifestyles, to the effects on production of  new technology, changes in policy and world wide competition) whose impact in the longer term could be much greater than the aftermath of the foot and mouth crisis. All of these will impact on the structure of farming in the South East, the processing sector and the market for its products.

11. What is also becoming evident is that there is an increasing polarisation within both the market and the production/processing sector.   The investigations carried out as part of this project still show a complex multi- layered meat chain in the South East characterised by an end market made up of:

a) A ‘mainstream’ consumer market  

· supermarkets selling to households -  with the largest in the South East being Tesco, Sainsbury and Asda 

· large and chain caterers – being supplied by large catering suppliers, specialist catering suppliers and  the larger wholesalers.

b) An ‘alternative’ consumer market, 

-     selling to households and smaller caterers that includes:

· an estimated 1100 traditional retail butchers (also important local catering suppliers), and an increasing number of ethnic  (e.g. Halal) butchers.

· a large number of high quality traditional butchery outlets in the London area

· speciality food shops (e.g. such as those identified by Taste of the South East catalogues).

· individual farmer/retailers selling direct through the network of farmers markets or through  direct mail e.g. using the internet, or farm shops.

12. These sellers to the final consumer, are serviced by a supply chain that has four main sectors:

· livestock procurement, 

· primary (abattoirs/cutting) and 

· secondary (packing and manufacturing) processing, 

· wholesaling. 

The investigations into these sectors has shown that the key issues which the future development of the industry in the South East has to address are concerned with how in future to:

a) best service the ‘mainstream’ and potential future export market – 

following the closure of Invicta Lamb and the producers worries about the future structure of, and restrictions to activities in the industry, following foot and mouth disease (e.g. restrictions on stock transport to abattoirs), will those farmers in the South East supplying the ‘mainstream market’ face  practical or competitive problems in marketing their stock?

b) best service the ‘alternative’ market -

to what extent can the current and likely future structure of small and medium abattoirs in the region (barring any new initiatives such as the building of new plants), cope with the demands of farmers wishing to market stock/meat to the ‘alternative market’ in its widest sense?

c) develop local/regional branding and marketing initiatives-

how can the constraints upon those wishing to develop local/regional branded products, caused by the lack of private/contract kill facilities and the additional lack of cutting/processing facilities be resolved ?

13. The investigations showed that the number of farm holdings and livestock numbers in the South East will continue to decline, but there will still be a substantial number of finished stock to be marketed. A large proportion of this stock will be destined for the ‘mainstream’ markets and will be processed by a network of large abattoir/processors (who are increasingly dedicated to one supermarket), that are largely outside of the South East region (but well within existing and future stock transport limits). Competition for the right quality of stock from these plants will be intense but supply chains will increasingly become tighter and more focused (with finished stock auctions playing a lesser role). Producers in the South East will have to learn to live with these chains and this may require new structures (e.g. marketing bodies) and relationships (e.g. contracts).

14. At the same time the crisis situation has also engendered a renewed vigour amongst individuals and groups to maintain and develop the ‘alternative’ market for fresh meat and value added meat products (but with products that if successful could begin as ‘niche’ and become ‘mainstream’). To do this for meat requires the existence of local abattoir and cutting facilities and often the rebuilding of local supply chains and distribution systems for local products (that in much of the South East have broken down).

15. From the evidence provided by the work so far, there would seem to be no ‘prima facie’ case on competitive grounds, in helping to safeguard the future for South East livestock producers supplying the ‘mainstream domestic and export markets’, by providing a replacement of similar size to  Invicta. The expected competition for stock from out of region ‘mainstream plants’, via the network of dealers, agents and the likely continued deadweight procurement activity of the major livestock auctioneers in the South East, is unlikely to leave producers with a competitive problem past the short term.

16. Similarly when the sheepmeat export market returns, such a facility  that targeted this market would  not be sufficient in itself to substantially increase the additional competitive benefit (that such an export demand would bring to producers) over and above that, which is expected to be provided by other large export companies (even though they are located outside of the South East region).

17. In light of the above the chances of a large (500,000 plus sheep or 25,000 plus cattle slaughterings a year) plant being established in the near future (to replace the Invicta facility) seem remote. There is currently no obvious investor either from the trade, private individual or producers who would be willing to invest the minimum of £5 million plus that such a plant could cost,  even with a potential maximum of grant funding from various sources of 30 to 40%. 

18. Potential future difficulties in the export market for whole carcases from lambs over six months old however, could open up more possibilities for high quality branded boxed product for specific markets from lambs under six months (but in smaller quantities than the previous carcase export trade). Such a trade could be serviced from a high quality medium sized facility (abattoir/cutting and further processing plant) in the eastern part of the South East region that would be well placed to take advantage of this possible opportunity. The potential market is however, still uncertain and requires developing.

19. The issue of possible future higher rates of transport cost is not seen to be a major factor in the immediate future that will radically inhibit the  long distance transport of livestock to slaughter. The pressure will be to transport full loads and the facilitation of this will require the better assembly and batching of stock, particularly sheep (this has implications for the future activity of livestock markets and other marketing bodies).

20. In reality the question of  ‘what is an optimal number and type of medium and small abattoir and cutting plant necessary to service the ‘alternative markets’ in the South East’, is one that can only be couched in the knowledge that in practice – there will be as many or as few as the commercial circumstances dictate!  Neither an RDA, the Government or their agencies, has currently the power to impose a structure on the region (to build new or close existing plants –except ones that do not meet legal standards). Similarly nationally, the local authorities lost their remit to provide ‘municipal slaughter’ facilities in 1972, and it is unlikely that in the South East (or the country as a whole) any would be able to convince their ratepayers that there is again such a need.

However, because all of these bodies have:  

· an  interest in fostering a dynamic economy (and employment) in their areas, and 

· various sources of funds/initiatives to encourage economic development, 

It is therefore important to identify actions that in the light of current and predicted future circumstances focuses on the maintenance of a sensible framework of  (commercial) abattoirs and cutting plants to which any development funds and activity can be directed.

21. Within such a plan it is clear that the issues of medium and small facilities need to be considered separately. Given the existing companies with medium sized/full throughput plants in the South East and the commercial relationships that exist around them, it is imperative that such a ‘framework’ should where possible be built around these existing companies, and should not encourage the building of new facilities that would compete with existing ones, in what already is difficult marketplace. At the same time existing abattoir companies will need to develop new relationships with their producer/customers. 

22. The analysis suggests that a network of medium sized facilities with improved chiller space and cutting facilities, would meet the future needs of many of the individual farmers or groups that require a private/contract killing  and/or cutting/further processing service to develop their market initiatives. This could be created from the existing companies, amongst which there are opportunities for:

· Further investment (usually in chillers and cutting facilities).

· The re-location of existing plants to  new locations.

· The building of new upgraded medium sized facilities to replace existing (that could be shared by two or more companies one of which could focus on the redevelopment of the lamb export trade either along traditional lines or new ones). 

23. Such a framework would still leave the existing and any new small throughput or small full throughput abattoirs with a role, although it is more difficult to recommend a ‘framework’ for them in terms of geographical location or number. It is unlikely that in future many of the remaining existing or new small plants will in the future run as wholesale profit centres (i.e. generating revenue through the wholesaling of meat, if any of them are now); rather they will increasingly be seen as service facilities that are necessary in an area because of e.g.

· problems as a result of the  distance to slaughter for some producers, such as on the Isle of Wight, parts of  South Hampshire and West Sussex

· or because of the belief in the extra provenance that integrated slaughtering can bring to a brand (e.g. some  ‘niche’ homed killed brands, organic- although organic slaughter can be handled by inspected medium premises).

In such circumstances the RDA or other public sector body that can offer potential help to their establishment, should look sympathetically on any proposal 

Recommendations

24. Following the analysis (as summarised in points 7 to 24 above), the report concludes with an Action Plan with seven key recommendations.

· [1] No further work to replace Invicta Lamb:

The study anticipates lower stock numbers and continued future competition from large out of region abattoir companies to service both ‘mainstream’ domestic and export trade. 

Unless an existing company, ‘white knight’ or group of producers comes forward with a substantial investment proposal to develop a large facility, SEEDA or other public sector partners should not undertake any further work to develop such a facility at this present time.

· [2] Alternative market place:

SEEDA and partners should concentrate on servicing the needs of the ‘alternative market place’ in the South East.   

DEFRA, SEEDA, the Countryside Agency and other partners are all promoting the development of quality local produce and local outlets, and the ‘alternative market’ is therefore entirely in line with government policy.  

· [3] Establishing a strategic core network:

A strategic core network of medium throughput abattoirs with adequate facilities to meet the needs of this changing market place should be maintained.  Initially the invitation to develop this core network will be extended to those existing companies with medium abattoirs that wish to be involved.  The network should encompass the whole food chain, not only abattoirs but chillers and cutting/ further preparation rooms and distribution. Those companies that have supermarket customers as their priority will also be part of this network if they are able to carry out well planned contract business for others.

This core network should provide the framework to meet the needs of the region’s producers, and traditional retailers for private/contract kill and basic cutting needs.

There are already some co-operatives and several producer groups and food groups within the region.   Links will need to be established between these and the core network.

The core network will need a facilitator to service and sustain it. 

· [4] The development of the core network:

Those companies forming part of the core network will need help to identify their investment needs.

Investment options:

The development of the core network of medium sized abattoir/meat plants could involve any of the following 3 options:

· investment at current sites.

· re-location of existing companies to new sites/improved plants.

· building a new facility that could be shared by existing companies and/or new  companies 

The development of any new facility will probably involve the development of new ‘co-operatives’ [an existing example of this is the Triple S scheme in the south west].   A facilitator will be needed to help their formation. 

The members of the core network will also need help to develop individual Project and Outline Business Plans, that could be used as the basis to bid for funding.   Existing companies in Buckinghamshire, Oxfordshire, and Hampshire areas, have already identified some development needs.

· [5] Small abattoirs

Small abattoirs provide an important local dimension and should be able to work with the core network .   

The small abattoirs will also have investment needs, and should be helped, where appropriate, to develop their solutions, including cutting and packaging .    Several smaller companies in Kent and East Sussex have identified development needs. 

Investment opportunity:

There may be an opportunity to service the needs of both the small (and one or more of the medium) abattoir businesses in certain parts of the region, through the development of a new medium sized plant which they could be part of. Such a facility could become part of the core network to service central/south Kent and East Sussex.  Any new facility should include the whole food chain, including abattoir, cutting, further processing and distribution.  It should be multi-species but could also offer real opportunities for the development of a quality lamb export business.  It could also provide private kill and cutting facilities for other producer/ retailers in the area.  The development of any new facility will depend on private sector investment [see recommendation 1 above].  

· [6] Small scale producers/Low throughput abattoirs and cutting plants

The additional private/contract kill and cutting needs of the remaining producers/retailers that cannot be met from the network of medium plants or from the existing small plants should be met by the development, where necessary, of a small number of new low throughput abattoirs/ small cutting plants. 

The development of these should be looked upon sympathetically on a case by case basis, with regard to their commercial justification and whether they pose any competitive threat to existing plants. 

· [7] Guidelines:

Simple basic ‘Guidelines’ have been prepared to help:

· those interested in developing small new or modernising existing premises.

· those public bodies offering grant aid and assistance for such developments.

The Guidelines provide not only an idea of costings for the development and structure of small abattoirs and cutting plants but also information on the economics of running small scale operations and the essential compliance with Health and Safety legislation. 

The next steps

25. The recommendations will now be taken out to stakeholders to identify specific actions that they, together with SEEDA and the Steering Group can develop and take forward. 

26. The report and its recommendations will also be circulated widely to all those who have already been involved, Business Links, Farm Business Advisory Service and local authorities.  It will also be published on the SEEDA website.

27. The Guidelines  [Recommendation 7] will also be published separately as a stand-alone printed document.

28. SEEDA and the Steering Group will continue the work with the existing companies wishing to develop these recommendations. 

Main Report and Action Plan

1. Introduction

Since late summer 2001, work has been carried out to identify the main issues facing the livestock sector in the South East region*( as a result of future changes in the availability of livestock post foot and mouth disease (FMD), but with a particular focus on  the future provision of abattoirs and meat processing facilities in the region following:

a) The closure of the large Invicta Lamb plant – what is the potential for a replacement facility?

b) The increasing need for abattoir and cutting plant facilities to service the needs of  farmers wishing to become  involved in the direct sale of meat at all levels (from those supplying ‘niche markets’, to the  groups of farmers who are attempting to build larger collaborative initiatives focused on the local/regional branding of fresh and value added meat).

1.1  Method of Working and Objective

This work has been has been carried out by staff  from MLC Industry Strategy Consulting, but actively guided by a Steering Group, made up of members from SEEDA, the local NFU, MLC, County Council representatives from the region and other interested parties.

Chairperson of Steering Group: Sarah Ward (SEEDA, farmer), 

Group members: Alex King (Kent County Council), Francis Momber (National Beef Association,farmer), Frank Langrish (NFU, Wool Board, farmer), Kevin Donnithorne (ex Invicta Lamb), Martin Lowry(Dreweatt Neate ,Hampshire Abattoir Group), Nick Allen (MLC), Richard Wood (auctioneer), Valerie Carter (SEEDA), Jeremy Bolas (SEEDA)

The ultimate objective of the work was to produce an Action Plan for the whole region, addressing the principal issue of the future provision of abattoirs and meat processing facilities in the region, that could be implemented by SEEDA.

2. Activity

In arriving at the proposed Action Plan, the project team has undertaken work that has included detailed desk and fieldwork. The desk work has reviewed  existing studies, assessed livestock availability in the region, potential finished stock figures, slaughtering and processing activity, and also researched the structure of the primary and secondary livestock/meat processing industry in the South East and its relation to the national picture. 

In addition the following extensive fieldwork has been completed:

1) Visits to most of the existing abattoirs/cutting plants within SEEDA region, to  discuss key issues and carry out an engineering assessment of their capabilities and to identify development needs.

2) Discussions with various interested parties including the major abattoir/processing companies inside the region and the key companies outside of the region (involved in procuring stock from the region).
3) Telephone assessment of current relationships and trade patterns amongst the main trade buyers and sellers of meat and livestock in the South East.

4) Telephone interviews with key EU buyers of the potential for future sheepmeat  exports from the South East.

5) Briefing presentations to interested stakeholders (particularly those farmers and collaborative groups considering developing marketing and processing activity), carried out at Chatham, Guildford and Milton Keynes. 

A list of the companies, organisations and individuals interviewed during the course of the study (excluding those attending the three ‘stakeholder meetings’ and the Steering Group members), is given in Appendix 4.

3.
Strategic Situation and Outlook  

Clearly the meat and livestock sector in the South East of England as in other parts of the country, faces major challenges.  Although not as directly affected by FMD as other parts of the country, the secondary effects of closed livestock markets for most of 2001, severe disruption in existing supply relationships and patterns of trade, and the complete export ban for most of the year (which led to the closure of the one large sheep abattoir in the region –Invicta Lamb ), has meant that in the short term the industry has had to re-engineer its method of working. This has resulted in short term problems, such as : 

i) Acute financial difficulty  for much of 2001 for producers, particularly sheep farmers, in the eastern part of the region who previously had relied on the demand for lambs from Invicta for the export trade, to put a firm base in the South East lamb market.

ii) Coping with the administrative overload caused by FMD (for farmers and the meat trade), with the transport, cleaning and disinfection arrangements.

iii) Having to find new marketing channels for finished, store and breeding stock

It has also resulted in problems that have medium term implications of the future structure of the industry, such as:

iv) A greater questioning of existing relationships and supply chains within the ‘mainstream market’ (i.e. that represented by the large supermarkets, large meat processors and manufacturers and chain catering suppliers).

v) A concern over the future for the auction sector, particularly its future role in selling finished stock and its role in supplying the ‘mainstream market’ – linked to uncertainty about future transport regulations for store and finished stock from the South East.

vi) A renewed interest in farmers becoming more involved with marketing their produce to the ‘alternative’ market (i.e. that represented by traditional butchers, local caterers, smaller processors and direct sales), either individually in ‘niche schemes’ or collaboratively, sometimes through the building of local regional brands. Not all these interests have the same objectives e.g. most are looking to build profitability through adding value, but:

· some groups are looking to do this through ownership expansion – usually beginning with the processing facility (abattoir or cutting plant).

· some groups are looking to do this through integration – partnership or strategic alliance with an existing player.

· some groups see a combination of the two as a better way e.g. contract slaughter to owned cutting plant.

· Some are looking to achieve an immediate improvement in the premiums for their stock, others are looking for more long term stability

3.1 The Strategic Forces for Change

All the current studies of the overall strategic situation facing the industry in Great Britain agree that there are fundamental strategic forces at work (ranging from the effects on consumption of changes in lifestyles, to the effects on production of  new technology, changes in policy and world wide competition), whose impact in the longer term could be much greater than the aftermath of FMD.  These can be summed up under the following headings:

a) External 

· competition:

- enlargement of EU

· opening of markets to world trade (World Trade Organisation negotiations)

· the world economy and events:

· impact of economic recession

· the world after the events of 11 September (will food security re-emerge as an issue?)

b) Policy 

· decoupling :

· changing support from that for production to the rural economy

· greater emphasis on environmental issues –payments for environmental schemes

· reduction of direct support by enterprise (e.g. changes to the Sheep Annual Premium scheme)

· degressivity :

· possibility of greater member state autonomy in the operation of support schemes

c) Internal – the advances in technology 

· Animal production – gene manipulation – question of how fast (or if?) they will be taken up and their speed of application

· Supply chain – the impact of the ‘e’ revolution, advances in processing and packaging 

d) The consumer and the market

· Lifestyle and social changes have dramatically altered the end market for meat  e.g. 

· 40% of beef is eaten as mince

· the processed meat sector is as large as the fresh meat market – with chilled and frozen ready meals as the main growth area

· Consumer needs, concerns and problems (e.g. disease issues such as e-coli, BSE) have all led to the need to increase standards and demonstrate greater provenance in the ‘mainstream’ market.. This has led to the demand for:

· Quality assurance  and farm assurance schemes

· Hazard Analysis Critical Control Point (HACCP) assurance systems in meat plants 

· Traceability

· Labelling

All of which have increased the cost base of the industry. These concerns and problems have also refocused consumers, particularly the more affluent ones, towards sourcing more meat and meat preparations from the ‘alternative’ market, especially for ‘niche’, local and organic products.

All of the above are major ‘drivers’ for change, the impact of which, even before the FMD crisis was beginning to cause structural change in both agricultural production and the  supply chain across the country. The change can be very dynamic, with change in one area affecting another, for example: 

· the growth in importance of supermarkets (accounting for  70% of household red meat purchase), is further driving the changes to the supply chain.

· the growth in the demand for organic food (spurring changes in policy that result in changes in production), that will affect the premium prices the organic sector has received until now and spur further change.

· The growth in demand for local produce, resulting in the growth of direct selling through such as farmers markets.

There is a growing feeling, amongst many commentators that the FMD crisis, in exacerbating and bringing to the fore many of the underlying issues that faced the industry, will be seen to have had a far greater impact than many of the other crises that have plagued the agricultural industry in recent years.

3.2 The Effect on Farming and Livestock in the South East

Various studies into the structural changes in farming, now point to an increasing level of withdrawal and disengaging from farming, leading to a change of land manager and management. One effect of this is that that the traditional means of measuring changes in production systems, through monitoring national statistics, is becoming more difficult to interpret. For example, figures for the South East pre FMD show some 6000 holdings with cattle and some 4600 with sheep, but this gives no indication of the number of holdings that may be managed/operated by the same farmer or farming company. 

Today in many parts of the country many hectares of land are being increasingly managed through rental and grass keep arrangements or contract farmed; in the South East particularly many ‘incomers’ are buying agricultural property for residential and amenity values (as shown by a recent study in the High Weald) and many are not able and do not intend to farm the land themselves. 

Additionally there is an increased gap between the needs and activities of the  large and small farms. Nationally, 26% of holdings produce 83% of agricultural output, 48% produce 3% of output, with this trend continuing and the middle group being squeezed.  In the South East for example,  50% of cattle are accounted for by 13% of farms and 77% of sheep on 22% of farms. For pigs of the just over 1000 holdings, 122 accounted for 85% of pigs

Within the cattle, sheep and pig sectors nationally, major downturns are continuing which  investigations have shown are reflected across the South East region. These have been caused by various factors specific to each sector as follows:

i) Cattle

· Problems with continental beef demand in 2000/01 (caused by concern over the growing incidence of BSE in continental countries), have led to over supply and there have been subsequent attempts by the EU to adjust support to the beef sector to reduce production.

· Rationalisation continues in the dairy herd (in the longer term dairy quotas are likely to be phased out).

· The beef suckler herd continues to contract slowly, with the lowland suckler herd still very dependent on subsidies (that in the medium term are likely to be reduced).

· These factors , together with the FMD related culling, point to a continuing fall in the availability of stock for slaughter nationally and in the South East, and increased competition for stock from outside of the region to supply the ‘mainstream’ market.

· Any future price increase (as a result of lower domestic supplies – cattle supplies could be 5 to 10% lower in the next few years) will be inhibited by import pressure; this will apply even in the ‘niche’ organic sector (with Tesco selling Australian organic beef) and in the local market.

· Competitors outside of the  EU have price advantages e.g. Australian and Argentinian steak meat for the UK catering trade, if purchased through EU concessionary tariff free schemes, can be 30% cheaper than the home produced equivalent.

ii) Sheep

· Nationally the flock is in decline from the peak sustained from 1990 to 1998; the effects of the FMD crisis have nationally reduced sheep numbers by up to 15%. In the South East ewe numbers are expected to fall this year (due to FMD and market reasons) before recovering somewhat next year.

· The sector is still heavily dependent on subsidies (studies have shown that these can be as high as 24% of gross output in the lowland sector). These are likely to decline and this could trigger further structural decline; additionally the balance of subsidies in the lowland sector currently favours suckler cattle, encouraging their growth relative to sheep enterprises; however there are many parts of the South East, especially the downlands, that are not suitable for suckler cattle production.

· These factors point to a steady fall in availability from the region (with a marked fall next year) and as with cattle, increased competition for stock from outside of the region.

· All being well the national flock could stabilise at about 16 million breeding ewes (compared with over 21 million in the mid 1990,s); but there is a drift of the flock away from lowland areas. Thus the flock in the South East could decline by up to 10% more than the national fall.

· Competitors outside of the EU have price advantages e.g. New Zealand can air freight chilled lamb cuts to the UK under concessionary tariff free schemes, to sell at lower prices than the home produced product.

iii) Pigs

· Nationally and in the South East the pig herd has fallen significantly in recent years due to cyclical and structural factors.

· Competitors in the EU have structural advantages e.g. they are more highly integrated, such as Dumeco in the Netherlands – a producer co-operative that now controls almost 80% of Dutch production and processing capacity. Those outside the EU have significant price advantages; advances in productivity in the UK have been matched by competitors.

· This has compounded the cyclically low prices and resulted in a significant fall in production which has had a major knock on effect to the large pig processing sector.

· New disease concerns, namely Porcine Dermatitis Nephropathy Syndrome (PDNS) and Post -Weaning  Multisystemic Wasting Syndrome (PMWS) are both wasting diseases that are further adding to the difficulties of the industry affecting productivity and thus eroding returns.

iv) Organic livestock

· The number of holdings is growing, with EU/UK government schemes/subsidy, encouraging more farmers to convert.

· The supermarkets take up of organic products has however, resulted in more demand for a limited supply of home produced product –this has maintained prices somewhat but it has also resulted in an increase in imports.

· At the same time the meat market is still relatively small, and there have been indications this year that as more organic farmers come on stream a seasonal surplus of stock (particularly lambs) will make it difficult for them to realise the premium prices which they have been led to expect.

· The quality of organic livestock (weight/finish) is more inconsistent than conventionally produced stock; this also exacerbates the  marketing problems.

4.
The Structure of the Meat Industry and Changing Relationships in the South East

As in the rest of Great Britain, in the South East the structural changes on the farm,  those within the main livestock enterprise sectors and those in the final market place, are occurring against a background of a complex and fragmented marketing system  (farm to the end ‘derived demand’  customers i.e. the retailers and caterers), within which relationships are historically  characterised by confrontational price sensitive exchange, rather than integrated contractual marketing.

The investigations carried out as part of this study still show such a complex multi- layered meat chain in the South East characterised by an end market made up of:

c) A ‘mainstream’ consumer market  

· supermarkets selling to households – share of meat sales - with the largest being Tesco (29% share in the South East of supermarket sales outside of London), Sainsbury (21%) and Asda (9%).

· large and chain caterers – being supplied by large catering suppliers, that include Fairfax Meadow, but also include the specialist catering suppliers such as Salvatori and McClarens and  the larger wholesalers.

d) An ‘alternative’ consumer market, 

-     selling to households and smaller local caterers that includes:

· an estimated 1100 traditional retail butchers (also important local catering suppliers), and an increasing number of ethnic  (e.g. Halal) butchers.

· a large number of high quality traditional butchery outlets in the London area

· speciality food shops (such as those identified by Taste of the South East catalogues).

· individual farmer/retailers selling direct through the network of farmers markets or through the internet or farm shops or to local caterers.

4.1 The South East Supply Chain

These ‘derived demand’ sellers to the final consumer, are serviced by a supply chain that has four main sectors, namely: livestock procurement, primary processing, secondary processing and wholesaling. Within the three latter categories in particular, the distinctions can be blurred and some companies can be involved in more than one function. The structure of these sectors in the South East is as follows:

i) Livestock procurement

· livestock auction markets -  only two large markets remained in the region (defined as selling over 100,000 finished stock throughput per year) prior to the FMD crisis; these were at Ashford and Thame; there were 3 medium sized and 3 small markets. In addition to finished stock livestock markets also sell store and breeding stock.

· deadweight procurement groups – three such groups operate in the area, with the most significant being Thames Valley /Cambac, that operates solely in the pig sector and accounts for a major percentage of the pigs from the regions large commercial pig farms. The other two were Parkland Livestock (based in Oxfordshire) and South East Primestock Producers (SEPP) in East Sussex. In addition in the cattle and sheep sector, there are three large out of region groups that also procure stock from farmers in the region, Meadow Quality, Wessex Quality, and Anglia Quality (who also now manage the Organic Livestock Marketing Co-operative).

· dealers and agents – there is a network of dealers and livestock agents procuring stock largely on a deadweight basis for the larger abattoirs outside of the region.

ii) Primary processing

· abattoirs -following the closure of Invicta Lamb ( previously the largest abattoir in the region selling primarily to the EU export market) the region is serviced by 14 plants (7 full throughput, 6 low throughput and 1 culling cattle in the Over Thirty Month Scheme – OTMS –whereby stock are disposed of and not consumed).

· cutting plants – there are 28 full throughput (4 co –located at abattoirs) and 19 low throughput cutting plants, all belonging to individual companies; such as ADM, Chitty , J Davies and Davies, H M Bennett etc.

· minced meat and meat preparation  - 14 plants (including three co –located as part the first three above mentioned companies), with the largest stand alone plant being that of the McDonalds patty supplier, McKey Foods in Milton Keynes

iii) Secondary processing

· there were 102 approved meat product plants, some of which were connected to the above cutting plant complexes, examples by sector were;

· catering butchery – Salvatori (Whitestable)

· retail packing – Chitty (Horndean)

· prepared meats – McKey Foods (MK)

· recipe product – Glanbia Consumer Meats (MK)

· manufacturing – Buckingham Foods (MK)

iv) Wholesaling

All of the above companies will be involved in the wholesale distribution of meat to a greater or lesser extent; some will only service large retail/catering customers (e.g. supermarket central distribution depots), others have van deliveries to many small shops, many sell meat onto another part of the chain for it to be packed or further processed. In addition there are a number of  specialist regional wholesale distribution companies (12 identified during the study) that sell particularly to smaller caterers and retailers,  such as  Southdown Foods and R P Meats, and two national chains, Towers/Thompson and Weddel/ Swift,  that also service many of the smaller butchers from a network of depots in the region.

4.2 The Development of Local/Regional Branding Initiatives 

Discussions with existing operators in the supply chain and information from previous studies, clearly shows that although there has been a growth in the number of local/regional branding initiatives (e.g. with area brands, such as– Kentish beef and lamb;  company brands, such as– Plantation Pigs, Natural Farm Meats; and breed brands, such as – Sussex Beef; plus a number of farm/niche brands, such as -  Berkshire Down Early Lamb), currently, many of the retail outlets in the South East, both supermarket and independent butcher, are either selling an unbranded product or one from outside of the region. 

The reason for this is largely historical; until the last ten years meat was seen by many in the trade as a generic/commodity product, What brands that did exist were relatively broad in scope but ill defined such as Scotch Beef and Welsh Lamb. Local or even English product was rarely called as such, except in the more traditional shops were the euphemism ‘home killed’ was still sometimes seen. As the more traditional butchers changed their source of supply from buying live animals in markets (to be killed at a public abattoir), to buying wholesale cuts of meat and latterly vac –packed primals, so the anonymity of the product spread. As supermarkets gradually expanded their sales of meat, the company brand took centre stage e.g Tesco beef, and in recent years it has become common for quality  dimensions to be added e.g Tesco Traditional beef.

Along the south coast, Scotch beef has a strong following and there are clear examples of how the local supply chain has broken down. The consequence of this is that local butchers find it difficult to access local product. Common brand names sold in the South East that come from outside the area include, Scottish beef and lamb, Welsh lamb, New Zealand lamb, Danish and Dutch pigmeat products, Orkney beef!

During the study contact was also made with new/proposed marketing/branding and local selling initiatives that are being developed either by small groups of producers with lead entrepreneurs, or by larger collaborative groups of farmers. Those identified at this stage where:

· South Downs Conservation Board (first stage feasibility study completed, which identified the need to rebuild a local supply chain as key to any initiative).

· Weald (farmers group – particular interest in developing sales from an owned cutting facility).

· Surrey Hills (AONB –farmers group, following various activity, a brand has been developed and they are considering the meat and added value product that they will concentrate on).

· Hampshire (farmers group, supported by the County Council, particularly interested in developing a new abattoir in the County).

· New Forest (smaller group, with a particular interest in the slaughtering of local livestock and the production of local meat).

· Chilterns (feasibility study completed on the opportunities for a Chilterns brand, but the only activity is through the entrepreneurship of one producer).

· Isle of Wight (interest from two directions, a)small group of farmers wishing to build a farm shop and abattoir to service it b)grazing animals project interested in an  island slaughtering facility).

· Oxfordshire and Berkshire (various small groups of particularly pig and sheep producers, interested in direct selling, creating local brand).

· Chalklands (a small new beef group).

5. 
Main Issues Arising from the Research into the Industry Structures and Changing Relationships in the South East

The initial field activity has also clarified the key issues regarding the future development of the industry in the South East, that are the main concern of this study and which an ‘Action Plan’ has to address. The briefing guide (referred to in the Introduction) posed the question as what are the future implications for producers in the South East as a result of the closure of:

· the large Invicta abattoir, and 

·  the reduction in the number of small and medium sized facilities across the region

Our research indicates that within this question there are three main issues. These are how best in future to:

d) Service the ‘mainstream’ (and potential future export) market – 

With the closure of Invicta Lamb and producers worries about the future structure of (and restrictions to activities in) the industry following foot and mouth disease (e.g. restrictions on stock transport to abattoirs), will those farmers in the South East supplying the ‘mainstream market’ face  practical or competitive problems in marketing their stock?

e) Service the ‘alternative’ market -

To what extent can the current and likely future structure of small and medium abattoirs in the region (barring any new initiatives i.e. the building of new plants), cope with the demands of farmers wishing to market stock/meat to the ‘alternative market’ in its widest sense?

f) Develop local/regional branding and marketing initiatives-

How can the constraints upon those wishing to  develop local/regional branded product initiatives, caused by the lack of private/contract kill facilities and the additional lack of cutting/processing facilities be resolved ?

The analysis of these issues and the implications for any future ‘Action Plan’, in the light of the findings of the desk work, interviews and discussions held, lead us to the following conclusions: 

5.1 Servicing the Mainstream Market

The primary product needs of the  ‘mainstream meat market’ are today largely serviced through a network of large abattoirs (some dedicated to one customer i.e. supermarket group) that are spread around the country. Stock can travel considerable distances to service the needs of these plants and the resulting meat in carcase and primal cut form can also be transhipped to distant further cutting and retail packing plants. Given this network and the future expected demand for stock, it is difficult to build a case that the closure of Invicta Lamb, will diminish the competition for stock from the region.

Despite the concern in some quarters about ‘food miles’, and the bio-security needs post FMD, there are no indications that the current (EU) rules on live animal transport to slaughter (EC directive 91/628 as interpreted in the UK by Welfare of Animals (Transport) – WATO -  regulations, will change substantially in the near future. As a result large numbers of stock are expected to continue to move to plants for slaughter outside of the region. Discussions following the presentation of the Interim Report, showed that there was still some concern about the extent to which the economics of the transport of live animals had changed as a result of FMD; this is now considered in more detail in Appendix 1.

The only large ‘mainstream’ primary processor in the region is the Chitty Group, with a medium to large (in national terms) abattoir at Guildford and cutting/retail packing plant at Horndean, dedicated  to the ‘mainstream’ trade.

When Invicta Lamb was operational many of the 600,000 or so lambs slaughtered at this plant (from information given by the former management) were destined for the export market; but large numbers of these were sourced from outside  the region (estimated by the previous management of the plant at 50 - 60% of total throughput, but varying seasonally).

Geographical analysis shows that there were 12  large abattoirs within a 120 mile radius of Brighton (chosen to represent an area in the South East furthest away from motorway connections and a distance chosen to represent approximately 4 hours driving at 30mph and thus well within the animal transport regulations).The field research however, showed that in addition to stock from the South East travelling to these plants there were also a number of large companies with plants outside of this area regularly taking stock from the South East. The picture differs by species but the key plants/companies are:

 Cattle – major buyers of finished stock within 120 miles:

· Southern Counties/Romford Wholesale Meat

· Midland Meat Packers

· Dawn Meats

· major buyers of finished stock outside the 120 mile radius:

· ABP (Yorkshire and Shrewsbury)

· St Merryn (Linconshire and Cornwall)

· Dovecote Park (Yorkshire)

· In total these plants in 2000/01 slaughtered over 400,000 cattle.

Sheep – major buyers of finished stock within 120 miles:

· Southern Counties/Romford Wholesale Meat

· Farmers Fresh

· Dawn Meats

· H F Stiles

· major buyers of finished stock outside the 120 mile radius:

· Kepak ( Preston and Wakefield)

· Welsh Country Foods (Anglesey)

· Oriel Jones (now Dungannon – West Wales)

· Edward Hamer (part of Randall Parker – with Bennetts – Andover,  and Weddel/Swift)

· Lloyd Maunder (Devon)

· Jaspers (Cornwall)

· In total these plants slaughtered over 5.3 million sheep

Pigs – four plants accounted for the majority of pigs sold outside of the region, all within the 120 mile radius 

· Case (Uniq/Malton)

· Dalehead (Flagship Foods)

· Grampian Country Foods

· Cheale/Pilgims

· In total these plants slaughtered over 2.4 million pigs in 2000/01

To put the above information into a competitive context, it was estimated by MLC/ISC, using the base DEFRA census data for the South East region on livestock holdings and stock numbers, that the availability of stock for slaughter from the South East in 2000 was approximately just under 100,000 cattle, 500,000 sheep and 900,000 pigs. 

The additional capacity of the above large plants, over and above their 2000/01 slaughterings, is estimated (based on MLC information) at just under 200,000 cattle, 2 million sheep and one million pigs. 

Set this against a national background of  a further expected decline in stock availability in the next five years (including the South East), the above details further substantiates the earlier point i.e. that it is difficult to see that on an a regional basis there will be any reduction in competition for stock of the right quality from the region in the near future. With lambs, the large abattoirs outside the region utilise the typical early spring and late autumn peaks in availability of lamb from the South East to blend in with their sourcing of stock from other parts of Britain to produce an almost seamless year round supply.

5.1.1 Export Opportunities

Discussions were held with 9 potential EU customers, all of which were previously supplied by Invicta Lamb, in Belgium, Germany, Austria and France. Between them they have a total requirement for about 1.5 to 2.0 million lambs a year, but this would be sourced from many suppliers. They indicated independently that currently  if lambs of the right quality and price were available from a new facility (i.e. in the South East that replaced Invicta Lamb), then given the maintenance of commercial connections (and the right commercial deal – price/exchange rate relationship) they would source some of these from it, to a combined total of  200,000 carcases or more.

It should be remembered,  that this is a very competitive market and that when it becomes fully operational again (following the easing of the FMD export restrictions), that many of the large sheep abattoir companies mentioned above, plus others in Wales, the Midlands, the North and Scotland will all try to re-establish their export markets. The general comment is that this export market is very price/exchange rate sensitive and that as the market reopens the longer a previous player has stayed out of the market the more difficult it will be for them to break into it again.

By and large the European lamb market, (as confirmed by the discussions) is still mainly a carcase ‘commodity’ market (as opposed to one for branded vac packed/boxed lamb cuts), particularly to France where pre FMD over 90% of the trade was in carcases. There is very little national branding (let alone regional branding) within the importing countries markets. Limited branding of Welsh and Scottish product has been tried and there is believed to be a small market (e.g. in the quality catering sector in some countries) for a local/regional/company branded product carried through to plate and perhaps more opportunity for trade branding at the distribution stage.

The export market is still largely a commodity market that demands a tight specification of product [as defined by the EUROP classification grid used to describe carcases –  with conformation on a E (the best) to and O and P (the poorest) and fatness on  1 (the leanest) to 5 (the fattest) scale]; the common export requirement is for an average conformation (O, R), and a low level of fat (2 or 3L in heavier carcases); top end weights are a bit lower than on the domestic market (18 to 22  kg) typically, and seasonally there is a demand for lighter lamb (13 to 16 kg). Some of the requirement is for Halal product.

Three of the potential customers in Belgium and France could foresee a growing demand for boxed product, particularly in 2002, when because of the BSE inspired extra safety measures, carcases over 6 months may have to be split and the spinal cord removed.

The issue of splitting carcases is serious and before the FMD crisis was a problem that was hanging over the UK lamb export trade. AFSSA, the French food standards agency, decreed on the 24 July 2001 that as of 1 January 2002, the spinal cord of sheep and goats aged six months and above should be removed as specified risk material (SRM) in France. This goes beyond the current EU requirements which call for the removal of the spinal cord from sheep and goats aged 12 months and above, implemented in France since 1996. 

Debate continues over the precise point at which the spinal cord from lambs over six months should be removed. It is understood that the ruling, as it stands, would not permit entry into France of carcases or other sheepmeat cuts containing spinal cord from lambs aged six months or older. The key point is that if sheep carcases have to be split or processed in some other way to remove the spinal cord before export, many of the existing operators in the industry believe that this will both devalue the carcase and will add enough further significant extra costs onto what is already a finely balanced export margin, so as to jeopardise the recovery of carcase ‘commodity’ exports on any scale. 

What could be left is a very much smaller speciality/niche lamb market for boxed lamb e.g. to high class catering outlets. There is no way at present of foreseeing the outcome of discussions on this issue, or the derogation’s that may be allowed; further information will not be known before 2002. 

As with the rest of the sheep production industry in the UK, the removal of the export market for South East producers was a serious competitive blow to the position of this industry, as it increased the market power of the domestic market buyers (particularly the ‘mainstream’ market  buyers).

5.2 Servicing the Alternative Market  for Local Foods

A geographical analysis of the current location of the remaining small and medium abattoirs in the South East,  shows that there are parts of the region were producers and others do not have easy access to abattoirs willing to kill private stock on contract, either as purely a service activity (home kill for home needs) or as part of an individual farmer or group marketing initiative. The issues surrounding this have been set out clearly in two recent reports:

1. Abattoir Provision in the South East of England – prepared for SEEDA by Dreweatt Neate

2. The Report on the Feasibility of Mobile Abattoirs – prepared for the Humane Slaughter Association by MLC/ISC

Geographically, in terms of the road transport communication infrastructure, the region can be roughly split into two areas, 

a) the area to the west of the M3 and the northern counties - most of Hampshire, Berkshire, Oxfordshire and Buckinghamshire, 

and

b) the counties to the east of the M3 (West and East Sussex, Surrey and Kent); 

The significant feature for livestock movement to slaughter in this rough split, is that the road communications in area  a), are better south to north, than they are west to east (from a to b or vice versa), and this is known from the field work to affect the direction in which stock tend to travel to markets and abattoirs e.g. stock would tend to move from Hampshire north to slaughter rather than east.

The existing abattoirs in the South East are listed in Table1:

Table 1. Abattoirs in the South East of England

	Name
	Address
	Tel No
	Type
	HAS Score

Nov

2001
	Species

killed
	GBU

000’s
	Co located cutting plant HAS score
	

	
	
	
	
	
	
	
	Full thru
	Low thru
	

	 1. Mutchmeats Ltd
	The Abattoir, Newclose Lane 

Witney

Oxfordshire

OX8 7GX
	01993 776239
	Full
	78
	C,S,P
	a
	83
	
	

	2. Chitty

Wholesale 
	The Abattoir,

Moorfield Rd,

Slyfield Green,

Guilford

Surrey

GU1 1RP
	01483 577661
	Full
	82
	C,S
	a
	90
	
	

	3. R G Meats
	Forest Farm,

Abattoir,

Forest Farm
	01908 511295
	Full
	69
	C,S, (inc ewes),P
	a
	
	
	

	4. Forge Farm
	Forge Farm, 

Powdermill,

Southborough,

Tunbridge Wells

Kent

TN9 9EG
	01892 538768
	Full
	75
	S,P
	a
	
	
	

	5. RW Newman/ Ockwells
	48/50 Sherborne Road,

Farnborough

Hampshire

GU14 6JS
	01252 542896
	Full
	71
	C,S,P
	b
	74
	
	

	6. Tottingworth Farms Ltd
	Little Tottingham Farm, Broad Oak, 

Heathfield

East Sussex

TN21 8TH
	01435 862425
	Full
	76
	C,S,P
	c
	
	
	

	7. Ken Ballard
	3 West End

Marden

Tonbridge

Kent

TN12 9HZ
	01622 831285
	Full
	74
	C, S,P
	d
	
	
	

	8. Cooper and Son
	Roman Road

Aldington

Ashford

Kent

TN25 7DH
	01233 720231
	Low
	73
	C,S,P
	d
	
	
	

	9. TM Allman
	The Limes

Four Elms

Edenbridge

Kent

TN8 6NE
	01732 71288
	Low
	76
	C,S,P
	d
	
	
	

	10. S W Doughty
	The Street

Doddington

Nr Sittingbourne

Kent

ME9 OBH
	01795 886255
	Low
	71
	C,S,P
	d
	
	
	

	11. BBSRC Institute for Animal Health
	Compton

Newbury

Berkshire

RG16 0NN
	01635 578411
	Low
	81
	C,S,P
	d
	
	
	

	12. Army School 
	RAOC Abattoir

Victualler Training Branch

Alisons Road

Aldershot

Hampshire

GU11 2BN
	01252 347120
	Low
	89
	C,S,P
	d
	
	
	

	13. J & R Farm Meats
	Aylesham,

Kent
	
	Low
	75
	C,S
	
	
	
	

	14. Anglo Dutch
	The Abattoir, Charing

Kent 

TN27 0JL
	01233 712387
	Cull
	
	
	
	82
	
	

	
	
	
	
	
	
	
	
	
	


Note GB Units throughput a= over 30,000 GBLU b = 15 to 30,000 GBLU, c = 5 to 15,000 GBLU, d = under 5,000 GBLU.

5.2.1 The Situation Facing the Existing Plants

In order to compile more detailed information than that appearing in the earlier reports, technical and business assessments of the majority of the abattoirs in the South East (identified in Table 1) were carried out as part of this study.

These assessments showed that because of the specific situations facing some existing plants, and  barring the construction of new facilities, unless there is some pro-active development carried out with them, the availability of contract slaughter for producers and others in the South East region is likely to decline further.

Within the assessment, the two  specialist low throughput plants operated by the BBSRC Institute for Animal Health and the Army School (that together slaughtered little stock), were excluded from consideration as their role was thought to lie outside of any potential they may have had for servicing the local market in the future. Similarly, discussions with the Anglo Dutch Over Thirty Month Scheme cattle cull facility at Charing, led us to believe that the company would continue to specialise in this work whilst the cull activity remained in place (which it seems likely to do  for the next two years at least).This plant also operates a small wholesale depot activity from the same premises, utilising its co-located cutting plant.

The Chitty facility at Guildford, whilst not averse to undertaking more private kill work (the plant has spare capacity), is primarily dedicated to servicing the ‘mainstream’ needs of its cutting plant; logistical issues mean that it is not geared up to serving small producers and would be unwilling to increase its private work for larger numbers of individual producers. However, there are opportunities to work with this company through developing better logistical arrangements for a small number of additional customers to use the facility better (e.g. through such as organised groups of producers, that can better plan the logistics of the presentation of numbers of stock for slaughter to the plant); this was explored as part of earlier work done for the South Downs Conservation Board and, more recently, the Surrey Hills group have also explored this opportunity.

As with all plants in Britain, all of these plants face continuing pressure to upgrade their structures and working practices e.g. the latest EU proposals to amend and further harmonise the Meat Hygiene and Inspection Regulations, are currently out for consultation in member states. 

The other plants in the South East fall into roughly three ‘development groups’:

i) Those willing to further develop their private/contract kill business; that have plants on suitable sites (i.e. ones on which they are able to expand and do not have potential planning or environmental problems), but whose facilities require further investment (often in larger chillers and cutting) to better service both additional business and existing business – these are represented by Mutchmeats, Tottingworth Farms, J and R Meats, R G Meats.

ii) Those willing to develop their private/contract kill business but whose future or potential development on the current site is threatened/constrained (e.g. by planning or environmental problems, or structural issues with existing premises). – these are represented by Forge Farm Meats, R Newman, Ken Ballard.
iii) Those plants serving a very specific market (e.g. own shop) and /or because of size and/or business culture reasons are unlikely to further develop private/contract slaughter facilities – these are represented by Cooper and Sons, Allman, Doughty

It is with these ten plants primarily, that currently the present and the future availability of private/contract slaughtering in the South East rests. Within this report it is not possible to be specific about the future for each plant (although such discussions were held and information was obtained on each during the study); suffice to say for some of these plants, if there is no progress in addressing some of the issues which they face e.g. in market relationships, investment needs, operational problems, planning policy or rising  costs, the commercial future looks very uncertain in the short/medium term.

The study showed however, that there is also interest in building new (usually small) facilities that will bring some extra capacity into the South East if the initiatives proceed. Those identified as being at more than the thought stage were in: 

· The Isle of Wight, 

· Horsham (two possible separate small ventures), 

· Lambourne (part of the Sheepdrove operation – specifically for organic; originally considered mobile facility but considered as two expensive and not fully mobile), 

· Hampshire (farmers group/Council), 

· New Forest (to cater for local livestock), 

· Kent (loose support amongst farmers with uncharted depth for something to replace Invicta).

· Sussex (loose consortium of estates interested in funding a small venture)

5.2.2 Costs and Issues in Building New Plants

Producing ball park figures for the development of new abattoirs is fraught with difficulties because the true costings for any plant are usually:

a) very site specific

b) dependent on the extent of processing activity that is to be carried out

Typical key factors in addition to size that can influence the final cost significantly are:

i) the chiller requirements (e.g.  the meat maturation regimes to be followed)

ii) the planning and environmental  issues that need to be addressed (e.g. waste water and effluent treatment)

iii) the further processing requirements

On potential sites with no particular problems a ‘ballpark figure’ for constructing a basic multi species slaughter only plant (i.e. with no or with limited further cutting and processing activity) from new, and fitting out with new equipment, would be for the following an estimated:

1) A typical small low throughput plant  - £250,000 to £425,000 (throughput under 1000 LU per year)

2) A typical medium low throughput to small full throughput plant - £500,000 to £600,000 ( throughput 1000 to 5000/10,000 LU per year)

3) A typical medium sized full throughput plant - £1.7 to 2.5 million (throughput 5000 to 25,000 LU per year

(all estimates excluding the cost of the site)

In practice costs may be reduced by skilful sub contract negotiation, and by the use of own labour and second hand equipment (although such equipment is not eligible for funding under certain grant schemes). In order to make the best use of resources and keep costs down to a minimum it is important at an early stage to seek specialist advice with any plans (such as can be provided by MLC/ISC) and to liase closely with the local authority planners (e.g. any plant over 1000 sq. metres in size will require a full Environmental Impact Assessment to be carried out) and the FSA licensing Veterinary Meat Hygiene Advisors (VMHA’s).

5.2.3 Developments in Operating Costs for Existing and New Plants

The continuing development of food safety requirements, generally mean that the operating costs of small and medium slaughterhouses (and the administrative burden) will in future continue to increase. Larger abattoirs can keep the costs of servicing these improved standards down by increased economies of scale; this means that in general the lowest unit costs of slaughter will usually be found in modern large plants (processing as a benchmark over 25,000 LU per year) that are operating close to their designed capacity limits.

The reduction in the cost of supervising veterinary charges to a new scale based on headage payments has been a great help to small and medium abattoirs, but this advantage may be partially lost by the FSA responding to EU requirements, to put ‘7 point HACCP’ plans in place in all abattoirs and cutting plants. An EU decision of June 2001 means that full HACCP will become mandatory in June 2002, with derogation’s for smaller plants (500 LU a week) until June 2003. Trials on the practical/economic implications of such plans are being undertaken this autumn/winter, but the extra administrative and compliance audit needs and micro-biological testing requirement is likely to be the main cost element.

In addition the current EU directives (EC 64/433 and 91/497 under which the GB Fresh Meat [Hygiene and Inspection] sit), that govern the required standards and practices in British abattoirs,  are due to be replaced by a single EU Regulation on general food hygiene (with HACCP at its core), and this, plus EU Regulation specifying requirements for food of animal origin, are also likely to add further cost pressures. The expected implementation of these new regulations is 2004/05.

Further cost pressures are likely to come from the need to take account of the Climate Change Levy (but this affects all manufacturing/processing industries), and local environmental needs.

5.2.4 Domestic Opportunities for Any New Medium Sized Plant

An attitudinal survey was carried out with 21 supply chain meat users in the East and West Sussex and Kent area to establish both the buy in to a local product and towards a new plant; the potential customers surveyed included:

Wholesaler/Wholesale butcher – 5

Local retail butcher (most with more than one shop) – 8

National retail butcher (traditional shops)-1

Catering butcher/supplier – 4

Processors –3

Whilst none of those interviewed had any reservations about buying from a new source, some answers were couched in the usual meat trade language of ‘ yes – if the quality and the price is right’. In potential market opportunity terms this tells us nothing except that there little culture of binding contracts (such as exist in e.g. other parts of the food industry and the manufacturing industry). However, many companies have long standing relationships with suppliers and capturing  market share could not be done quickly; naturally if more new companies enter the market it will become more competitive.

Not suprisingly and fitting in with national trends, the 4 catering suppliers and 3 processors and 2 wholesalers, were more concerned about the right price – for a given quality -  than any intrinsic appeal of a local product; they are commodity driven and would buy from a new plant but would not necessarily be loyal customers other than on price.

Four of the retailers (including the national chain) are selling local product and sourcing it from the larger of the remaining abattoirs in the area ( Tottingworth, Newmans and Forge Farm were mentioned) and these would not be averse to sourcing more local product from a new plant, but they have existing relationships.

All of the remaining, 4 retailers and 3  wholesalers were more interested in having a new local source of supply, particularly if it sold a local product. Some made a comment that there was less support for the concept of a local product in the larger towns e.g. Brighton. Other comments were along the lines that butchers were more looking for more prepared cuts (less hinds and fores – more deboned) because of growing staff shortages–but that what was required would need close co-operation between plant and customer to preserve quality.

5.3 Developing Local/Regional Branding and Marketing Initiatives 

The development of such markets requires as a first step the transformation of a live animal into meat, and the issues concerning abattoirs have been covered in the previous section. Arising from this study however, there are two other issues that are clearly part of the brief, these are:

a) the issue of cutting facilities and 

b) the issue of developing the market through having in place a good distribution chain.

5.3.1 Cutting Facilities

After slaughter, the most important need in servicing the ‘alternative’ market for local meat, is the ability to cut and prepare the meat into the portion sizes that are required for the direct consumer, retail or catering markets (today almost no outlets will take full or even quartered cattle carcases and fewer whole sheep or half pigs). Such activity can be serviced in two ways, either through the network of cutting plants (operating  under FSA/MHS full and low throughput regulations), or through retail shop/catering butcher or farm shop facilities (operating currently under the auspices of the General Food Hygiene regulations and Temperature Control regulations as enforced by the  local authorities Environmental Health officers).

i) Full and low throughput MHS regulated plants.

Of the ten abattoirs identified above in the ‘development groups’ (1. and 2.), only two have full throughput cutting plants (after chillers, the top of the list for additional investment for many of the plants was for cutting facilities e.g.– Tottingworth have plans for such a development and J&R see this as a next stage). The other ‘stand alone’ cutting plants in the region identified in Section 4, tend to be ‘company dedicated’ and do not generally offer (if at all) private/contract  cutting facilities. The 24 stand alone full throughput cutting plants are largely owned by the larger processors and wholesalers in the region (e.g. ADM Buss, Fairfax Meadow, Global Meats, H M Bennett and J Davies and Davies), and the 17 low throughput plants by chain wholesaler depots, smaller wholesalers or local butchers/ catering butchers.

ii) Environmental Health regulated facilities.

A butcher supplying meat to his own shop or to catering customers, or a producer selling direct to end consumers (e.g. through a farm shop, or mail order, or to catering customers), can operate a cutting facility that currently only has to operate under the local authority EHO’s and the General Food Hygiene Regulations. If they are also selling prepared food products other than fresh meat they have to be licensed (and have a HACCP system in place), otherwise not.

This study has not pursued with local authorities the question of how many such cutting facilities operate in the South East;  they tend to be small and can only service a niche market at retail level through a dedicated shop, but the catering market can be wider, and the premises that service such catering trade sometimes larger than would be expected!

iii) Servicing the cutting plant requirements of the future ‘alternative’ market. 

Whereas, abattoirs  and the slaughtering function are seen by many as a specialist service (that requires skills which few producers possess), developing a cutting only facility is seen by many producer groups considering servicing the ‘alternative market’ as the most obvious means of expanding the ownership by producers of the supply chain and thereby increasing their share of the profit margin. The main reasons for expanding ownership in cutting are:

a) to service the needs of the market e.g. direct selling,  farmers market; they usually  need to cut and further prepare carcase meat for consumers (often as a first stage of developing other value added activities). 

b) the lack of facilities at existing abattoirs to do this and the difficulty of using the facilities operated by other companies (at the smaller end of the scale some retail butchers will cut meat for farmers to sell direct).

c) the expected lower capital cost of developing such facilities compared to abattoirs (particularly those operating under the General Food Hygiene regulations).

Within the South East region, the study  identified this need as the core aim for a number of initiatives, particularly that centred around producers in the Weald, and the Surrey Hills and  a further need for the Isle of Wight group and  the Lambourne organic operation. Some have looked at the activities of the Devon based Triple S Ranch operation, as a working example of such ownership expansion into the supply chain (this company built a new medium sized cutting plant, that uses meat from private/contract killed cattle).

However, there is a great deal to be said for examining ways to better using  existing facilities (particularly if it will help them survive), rather than as a first principal setting up new facilities run by producers who may have no knowledge of the commercial realities of the meat sector and the practical skills necessary. Working with existing premises  can be done  through contracts, co-operation, strategic alliance or partnership between the players in the supply chain (although it has to be admitted that in some circumstances direct ownership may be the only way of changing strategic direction of some companies).

There are several clear advantages of working with existing facilities:

a) the plant staff and management have experience and  knowledge of the meat market,

b) some shared investment in new facilities may be required, but where possible this will usually be cheaper than investing in a new facility,

c) working with a quality facility (especially one under MHS control and FSA full throughput licence),  better demonstrates to the larger customers a commitment to certain standards,

d) it avoids the competitive tensions that may arise if a new facility is set up in the same catchment area as an existing plant,

e) new partners with different perspectives could result in better operational efficiency e.g. better identify training needs,

f) existing plants and expertise can be of much greater help in dealing with the ‘bain’ of both the large, medium and small scale meat industry  –  namely how to achieve carcase balance in sales (i.e. the key to profitability is in finding a good market for all of the cuts from a carcase and not merely the higher value steaks and roasting joints - many is the company that has made money on the ‘easy’ sell cuts and lost it by having to unload the remaining parts at low prices). This can be a particular problem for high quality (organic) internet/mail sellers, many of whom in our experience have had problems selling the ‘low value’ third of the carcase. 

This problem is sometimes referred to as the ‘forequarter’ problem (beef and lamb forequarters being notoriously difficult to sell profitably in recent years), but it is not confined to meat. Medium/large abattoirs that usually have to buy batches of cattle/sheep rather than individual lots, inevitably experience the problem of finding markets to sell profitably the carcases from animals that fall outside of required weight and grade specifications.

One solution to the meat balance problem that many look for, are ways to add value to the lower value cuts of meat, through further processing and the development of new products. There are many ideas for products (which can be demonstrated by the  MLC Trade Marketing division – see a recent publication by MLC on utilising the pig carcase) and many problems, not least the cost of further processing on any scale. The company referred to earlier (Triple S) has solved part of this problem through an alliance with a nearby bakery making meat pies.

5.3.2 Solving the ‘alternative market’ distribution chain problem 
The distribution networks provided by  existing local meat wholesalers in the South East could be the key in the future to a core problem identified by this and other studies, namely, that a major difficulty facing farmer initiatives to brand/add value and market their products is to make the linkage between themselves and larger numbers of derived demand customers. Making such connections beyond the one to one farm shop or a specific retail butcher, to more outlets i.e. expanding the distribution chain is necessary to the expansion of any local initiative. Local wholesalers (and processor wholesalers) already have that distribution chain, which given the right agreements could  be built upon.

In addition, following discussions held as part of this study Weddel/Swift have expressed considerable interest in working with regional groups to add local/regional ranges to their product ranges in the South East (this is seen as a significant opportunity as this company has previously been a supplier of largely generic commodity product together with produce from existing well established regional brands e.g. Scotch Beef, and this depot firm has over 1000 retail customers in the South East).

The alternative to this is farmers owning their own outlets (which is only observed at the moment at the niche level i.e. farm shops, farmers markets, direct mail based selling e.g. utilising, internet, adverts in food magazines), forming strategic alliances with specialist retailers or supplying supermarkets (some of which are beginning to carry more local/regional meat products but usually driven through their existing processor relationships e.g. the Waitrose/ Chitty link up with Downland lamb)

6. The Development of an Action Plan 

The work completed suggests that any ‘Action Plan’ should be built around the following findings:

a) From the evidence provided by the research, there would seem to be no ‘prima facie’ case on competitive grounds for SEEDA or any other local or national body to help safeguard the future for  South East livestock producers supplying the ‘mainstream domestic and export markets’, in supporting through grant funds the replacement of the previous Invicta owned facility by one of a similar size (i.e. in that without it stock prices to farmers in the area would suffer). There may well be other reasons for considering it e.g. a local authority or RDA to do this to help local employment, but this is beyond the remit of this study. The expected competition for stock from out of region ‘mainstream plants’, via the network of dealers, agents and the likely continued  procurement activity of the major livestock auctioneers in the South East, is unlikely to leave producers with a competitive problem past the short term.
b) Similarly when the sheepmeat export market fully returns, such a facility  that targeted this market would  not be sufficient in itself to substantially increase the additional competitive benefit (that such an export demand would bring to producers) over and above that, which is expected to be provided by other large export companies (even though they are located outside of the South East region). 

c) In light of the above the chances of a large (500,000 plus sheep or 25,000 plus cattle slaughterings a year) plant being established (to replace the Invicta facility) in the near future seem remote. There is currently no visible potential investor either from the trade, private individual or producers who would be willing to invest the minimum of £5 million  that such a plant could cost  even with a potential maximum of grant funding from various sources of 30 to 40%. 

d) Potential future difficulties in the export market for whole sheep carcases however, could open up more possibilities for high quality branded boxed product for specific markets (but in smaller quantities than the previous carcase export trade); such trade could be serviced from a high quality facility (abattoir/cutting and further processing plant) in the eastern part of the South East region that would be well placed to take advantage of this possible opportunity. The potential market is still uncertain and requires developing.
e) The issue of possible future higher rates of transport cost both for local and long distance livestock transport, is not expected to affect the situation in the medium term in inhibiting out of region demand for stock (see Appendix 1). The issue of possible future higher rates of transport cost has been researched and is not seen to be a major factor in the immediate future that will radically effect the  long distance transport of livestock to slaughter, but the pressure will be on to transport full loads and the facilitation of this will require the better assembly and batching of stock, particularly sheep (this has implications for the future activity of livestock markets and other marketing bodies).
f) In reality the question of  ‘what is an optimal number and type of medium and small abattoir and cutting plant necessary to service the ‘alternative industry in the South East’, is one that can only be couched in the knowledge that, in short – there will be as many or as few as the commercial circumstances dictate. Neither the RDA, the Government or their agencies, has currently the power to impose a structure on the region (to build new or close existing plants –except ones that do not meet legal standards). Similarly, local authorities lost their remit to provide ‘municipal slaughter’ facilities in 1972, and it is unlikely that in the South East (or the country as a whole) they would be able to convince their ratepayers that there is again such a need.

However, because these bodies have an interest in : 

· fostering a dynamic economy (and employment) in their areas, and 

· all have various sources of funds/schemes  to encourage economic development, 
Therefore it is necessary to identify an ‘Action Plan’ that in the light of current and predicted future circumstances will focus on the maintenance of a  sensible  framework of  (commercial) abattoirs and cutting plants to which  funds and activity can be directed.

g) Within such a plan it is clear that the issues of medium and small facilities need to be considered separately. Given the existing companies with medium sized/full throughput plants in the South East and the commercial relationships that exist around them, it is imperative that such a ‘framework’ should where possible be built around these existing companies. Any ‘Action Plan’ should not therefore  encourage the building of new facilities that would compete with existing ones, in what is already a difficult marketplace. For some existing abattoir companies this will mean that greater attention needs to be paid in future to the  development of new relationships between  the producer/customer and the abattoir company. This also raises the prospect of the need for investment in all of the existing facilities if  producer’s aspirations are to be met.

h) From the analysis this would clearly imply that a network of five or six medium sized facilities (with improved chiller space and offering cutting facilities), would meet the future needs of many of the individual farmers or groups that require a private/contract killing  and/or cutting/further processing service to develop their market initiatives. This could be created from the existing companies, amongst which there are opportunities for:

· Further investment (usually in chillers and cutting facilities).

· The re-location of existing plants to  new locations.

· The building of new medium sized facilities. Such a facility could be shared by two or more companies; such an arrangement could include for example, a company wishing to develop the lamb export market (either along traditional lines or new ones - as suggested in d), working on the same site as an existing company that may see the opportunity to move into a new plant as having greater cost/benefit  than developing its existing site .

The concept of a number of meat companies sharing the use of abattoir facilities (the joint ownership/operation), with an example from another part of the country and a discussion of the problems and benefits, is set out in Appendix 2.

i) Such a framework would still leave the existing and  any new small (low throughput or small full throughput) abattoirs with a role, although it is more difficult to recommend a ‘framework’ for them in terms of geographical location or number. It is unlikely that in future any of the remaining existing or new small plants will run solely as meat wholesaling profit centres (i.e. generating revenue through the slaughter of stock and the wholesaling of the meat); rather they will be increasingly seen as local service facilities that are necessary in an area because of:

· the problems caused as a result of the  distance to slaughter for some producers, especially those on the Isle of Wight, parts of  South Hampshire and West Sussex,

·  or because of the belief in the extra provenance that integrated slaughtering can bring to a brand (e.g. some  ‘niche’ homed killed brands and organic meat - although these can also be handled by inspected medium sized premises). 

In such circumstances the RDA or any other body that can offer potential help to their establishment, should look sympathetically on any proposal. 

To aid such considerations a brief set of guidelines to the development and structure of small abattoirs (and cutting plants) has been developed for use by:

· Those interested in developing new or modernising existing premises.

· Those public bodies offering grant aid and assistance for such developments.

These are shown in Appendix 3

For the development of new small cutting plants (or abattoirs) in the South East there are also a number of redundant fruit/vegetable cold stores throughout the southern part of the region that could be converted, and any group wishing to build a new plant should 

consider this option (the new small abattoir of  J&R Farm Meats was based on one such plant). 

7. Action Plan

Following the analysis the report proposes an Action Plan with seven key recommendations.

· [1] No further work to replace Invicta Lamb:

The study anticipates lower stock numbers and continued future competition from large out of region abattoir companies to service both ‘mainstream’ domestic and export trade. 

Unless an existing company, ‘white knight’ or group of producers comes forward with a substantial investment proposal to develop a large facility, SEEDA or other public sector partners should not undertake any further work to develop such a facility at this present time.

· [2] Alternative market place:

SEEDA and partners should concentrate on servicing the needs of the ‘alternative market place’ in the South East (this conclusion fits exactly with the recommendation on p45 of the recent Policy Commission on Farming and Food, published after the SEEDA study was completed, that ‘RDA’s should consider how to overcome problems of distribution and processing within their regional economic strategies and seek to encourage networking and planning that are necessary for the development of local food initiatives’).   

DEFRA, SEEDA, the Countryside Agency and other partners are all promoting the development of quality local produce and local outlets, and the ‘alternative market’ is therefore entirely in line with government policy.  

· [3] Establishing a strategic core network:

A strategic core network of medium throughput abattoirs with adequate facilities to meet the needs of this changing market place should be maintained.  Initially the invitation to develop this core network will be extended to those existing companies with medium abattoirs that wish to be involved.  The network should encompass the whole food chain, not only abattoirs but chillers and cutting/ further preparation rooms and distribution. Those companies that have supermarket customers as their priority will also be part of this network if they are able to carry out well planned contract business for others.

This core network should provide the framework to meet the needs of the region’s producers, and traditional retailers for private/contract kill and basic cutting needs.

There are already some co-operatives and several producer groups and food groups within the region.   Links will need to be established between these and the core network.

The core network will need a facilitator to service and sustain it. 

· [4] The development of the core network:

Those companies forming part of the core network will need help to identify their investment needs.

Investment options:

The development of the core network of medium sized abattoir/meat plants could involve any of the following 3 options:

Investment at current sites.

Re-location of existing companies to new sites/improved plants.

The building of a new facility that could be shared by existing companies and/or new  companies 

The development of any new facility will probably involve the development of  new ‘co-operatives’ [an existing example of this is the Triple S scheme in the south west].   A facilitator will be needed to help their formation. 

The members of the core network will also need help to develop individual Project and Outline Business Plans, that could be used as the basis to bid for funding.   Existing companies in Buckinghamshire, Oxfordshire, and Hampshire areas, have already identified some development needs.

· [5] Small abattoirs

Small abattoirs provide an important local dimension and should be able to work with the core network .   

The small abattoirs will also have investment needs, and should be helped, where appropriate, to develop their solutions, including cutting and packaging .    Several smaller companies in Kent and East Sussex have identified development needs. 

Investment opportunity:

There may be an opportunity to service the needs of both the small (and one or more of the medium) abattoir businesses in certain parts of the region, through the development of a new medium sized plant which they could be part of. Such a facility could become part of the core network to service central/south Kent and East Sussex.  Any new facility should include the whole food chain, including abattoir, cutting, further processing and distribution.  It should be multi-species but could also offer real opportunities for the development of a quality lamb export business.  It could also provide private kill and cutting facilities for other producer retailers in the area.  The development of any new facility will depend on private sector investment [see recommendation 1 above].  

· [6] Small scale producers/Low throughput abattoirs and cutting plants

The additional private/contract kill and  cutting needs of the remaining producers/retailers that cannot be met from the network of medium plants or from the existing small plants should be met by the development, where necessary, of a small number of new low throughput abattoirs/ small cutting plants. 

The development of these should be looked upon sympathetically on a case by case basis, with regard to their commercial justification  and whether they pose any competitive threat to existing plants. 

· [7] Guidelines:

Simple basic ‘Guidelines’ have been prepared to help:

· those interested in developing small new or modernising existing premises.

· those public bodies offering grant aid and assistance for such developments.

The Guidelines provide not only an idea of costings for the development and structure of small abattoirs and cutting plants but also information on the economics of running small scale operations and the essential compliance with Health and Safety legislation. 

The next steps

The recommendations will now be taken out to stakeholders to identify specific actions that they, together with SEEDA and the Steering Group can develop and take forward. 

The report and its recommendations will also be circulated widely to all those who have already been involved, Business Links, Farm Business Advisory Service and local authorities.  It will also be published on the SEEDA website.

The Guidelines  [Recommendation 7] will also be published separately as a stand-alone printed document.

SEEDA and the Steering Group will continue the work with the existing companies wishing to develop these recommendations. 

Funding

The facilitator and the Steering group will continue to identify funding solutions for individual proposals as they are developed.

The South East region does not attract major European funding and public sector input is therefore likely to be limited.  Public sector funding is also strictly controlled by State Aid Rules.  Most sources of public funding are both  discretionary and competitive.

Appendix 1

Consideration of the Issues Concerning the Transport Costs of Live Animals

Summary of Transport Issues 

· Proposed changes to EU Directive would have significant impact on distance travelled and therefore on choice of abattoir for many livestock producers.  The consultation process is currently underway and it is not known what the outcome will be.

· The operation of the Working Time Directive will, in one or two years time, limit working hours per week to an average of 48 hours for employed drivers.  Currently livestock transport drivers typically work a 60 hour week.  The introduction of the Directive will mean the need either to reduce the time the livestock transporter is used (and hence reduce margins) or the need to employ additional drivers (additional expense).

· Livestock Hauliers are currently paying premium wages to keep skilled drivers.  Given the more difficult conditions of working with livestock, drivers are increasingly looking at other HGV opportunities.

· Fuel costs represent approximately 30% of operating costs.  Calculations indicate that a 50% increase in fuel cost would lead to a 10% increase in livestock transport costs to producers.

· Through FMD additional time and money has been spent cleaning and disinfecting vehicles at abattoirs.  This additional cost, typically £10 - £20 for a three deck vehicle may continue indefinitely if proposals within the FSA Consultation document ‘Cleansing and Disinfecting Facilities for Livestock Vehicles’ comes into force.  Livestock hauliers have found the passing on of these additional costs to customers to be very difficult.

A)
Animal Transport (basic requirements)

Background

The EU rules governing animal welfare in transit are set down in Directive 91/628EC (as amended by 95/29EC).  This Directive is implemented in Great Britain by the ‘Welfare of Animals (Transport) Order 1997’ “WATO”.

“WATO”

The major provisions of WATO include:

· Authorisation of Transporters

All transporters must be authorised.  Transporters originating in Great Britain are authorised by DEFRA.  Authorisations come in two forms:

· General Authorisation

Required for transport of farm animals (cattle, sheep, pigs, goats and horses) on journeys of less than 8 hours in road vehicles

· Specific Authorisation

Required for transport of farm animals and horses on journeys of 8 hours or more in road vehicles, and all journeys by sea, rail and air.

· Maximum Journey Times

Maximum Journey Times include feeding, watering and rest periods.  Journey times are linked to vehicle standards.

	Standard
	MJT

	Basic standard vehicles
	Maximum 8 hours – no limit on distance

	Higher standard vehicles
	

	Unweaned calves, lambs, kids, foals, piglets
	Max. 9 hours, followed by mid journey rest of at least 1 hour, followed by further max 9 hours.

	Other cattle, sheep and goats
	Max. 14 hours, mid-journey rest of at least 1 hour, then further max. of 14 hours

	Pigs (other than above)
	Max. 24 hours with continuous access to liquid

	Horses (other than above)
	Max. 24 hours with liquid if necessary, food every 8 hours.


After the maximum permitted journey time the animals must be unloaded from the vehicle and rested, fed and watered for a minimum of 24 hours at an EU approved staging point before further travel.

· Route Plans

Route plans are required for journeys exceeding 8 hours.  The plans are used to show that the transporter has used planned the journey properly.

· Animal Transport Certificates (ATCs)

ATCs must accompany animals on most journeys of a commercial nature of 50km or over where route plans are not required (i.e. below 8 hours in duration).  

Journeys exempted from an ATC include:

· cattle, sheep, goats, pigs or horses if the journey is 50 km or less and to or from or within agricultural land in a vehicle owned by the owner or occupier of that land and which has an internal length of not more than 3.7 metres available for the carriage of animals 

· poultry and domestic birds, if the journey is 50 km or less and there are either fewer than 50 birds or the journey is entirely on land occupied by the owner of the poultry 

· other vertebrate animals or birds if the journey is 50 km or less 

· Competence
For journeys over 50km, but less than 8 hours by road, the transporter must be accompanied by a person competent to look after the animals during the journey.

For journeys greater than 8 hours the attendants must have demonstrated their competence (either through qualifications or demonstration of practical experience).

Changes to WATO

The Government invited proposals to amend WATO in August 1999.  It should be noted however, that GB legislation in this area is bound by closely by the EU Directive 91/628.  Therefore any change in GB regulation must be pre-empted by appropriate change in the Directive.  The focus should be therefore on possible changes to 91/628 (as amended).

Changes to EU Directive 91/628?

The Commission has just released plans to further amend Directive 91/628.  The reasons for the proposed changes include:

1. Probable contribution of long distance travel to spread of animal disease

2. EU Directives being interpreted by Member States in a variety of ways

3. Serious cases of abuse being discovered in international trade of live animals.

The major proposed changes are:

I. For cattle, horses, goats, sheep and pigs not intended for specific breeding/sporting purposes, transport should be limited to 8 hours or a maximum distance of 500km.  For journeys greater than 4 hours (250km) animals should have use of a lying area and access to fresh water.

II. For cattle, horses, goats, sheep and pigs intended for breeding and sporting purposes, a journey of over 8 hours (500km) is permitted subject to a maximum journey time of 48 hours and prior authorisation.  Animals must have adequate lying area, clean litter and individual access to water and feed.  The means of transport should have mechanical ventilation and the temperature inside must be between 50C and 300C and must not exceed the prevailing outside temperature by more than 50C.

III. Transport of animals for slaughter or production (livestock markets, collection centres and auctions) should be limited to four hours or 250km to limit the risk of spreading infectious disease (this may refer to the collection of stock for onward transport to slaughter)
IV. The Commission should allow a dispensation for remote or peripheral areas (where there are no or hardly any slaughterhouses within 500km).  Duration of journeys in these circumstances may not be increased by more than 50%.

V. For small islands and associated transport by sea, the Commission should present further proposals to improve the quality of transport.

VI. The Food and Veterinary Office (FVO) inspections to verify implementation of EU Directives by Member States should be increased substantially and the FVO should appoint 15 inspectors by 1 January 2002.  A detailed report from the FVO should be presented to the EP every 6 months.

VII. Treaty infringement procedures should be taken against Member States who have not fully complied with EU rules

VIII. The Commission should draw up a policy plan to improve co-ordination and communication amongst Member States and Member States and the Commission.

IX. Member States should strengthen infringement policies by introducing deterrent fines and suspensions for repeated infringements.

X. In the case of areas without, or having hardly any, slaughterhouses in a 500km radius and small islands, the Commission should present proposals to encourage investment in small slaughterhouses.  Policies should make use of the support scheme or structural funds and the Commission should report annually on its progress.

XI. The Commission should present a policy plan for the regionalisation of production chains of animals for slaughter by 1 January 2002.

XII. The Commission should examine and make specific proposals on the general quality of animal transport.  These should include:  

· harmonising travelling/driving and rest periods for animals and drivers

· ensuring cleaning and disinfecting facilities are available after transport

· defining fitness for transport for animals

· driver certification.

XIII. The Commission should end with effect from 1 January 2002, the payment of export refunds in respect of live animals for slaughter.

XIV. When live animals are imported, along with veterinary checks, verification that the means of transport used complies with EU loading and welfare standards.  If livestock is not slaughtered within 24 hours, it should be placed in quarantine for 30 days at destination, during which time no livestock is to be removed.

It should be noted that these proposals are currently out for consultation and it is not known how significantly they will be changed following this process.

B)
Transport Costs 

Following discussions with animal transporters and information received from the Road Haulage Association the following comments are made:

Since FMD the major change to livestock transporters has been the increased time and cost of cleaning and disinfection of vehicles at abattoirs.  This has had the effect of reducing the numbers of jobs transporters can carry out in a day and subsequently raised the unit cost of transport.  

The hauliers spoken to work on the need to generate a specific daily return on each vehicle (to cover all costs and leave a small margin).  Typically this return must be £400-£450 per day.  They do not consider it possible to give a £/mile figure; in the current climate the cost will depend on whether the haulier believes they can fit in additional loads.

Typical Charges:

Pigs (100kg):

6 Wheeler
100 pig capacity (26 tonne gross weight)



£3-3.50/pig

plus trailer
180 pig capacity (total) (40 tonnes gross weight)



£2.70/pig

3 Deck artic
220 pigs (44 tonnes gross weight)



£2.50/pig

Cattle

Artic 

30 cattle



£12/14 / beast 

Sheep

Artic

400 lambs 

Producers may have expected to pay £0.8/0.9 per lamb, but currently price nearer £1.25/lamb.  For transporters taking more lambs (e.g. 500, the unit price is lower).

Typical fuel costs and effect of fuel increase:

Charge out cost typically £400/day for lorry.  

Assume 5% margin

Fuel accounts for 30% of cost.  

Daily cost is £380

Fuel cost is £114/day

Increase in fuel price of:
10%

125.40   





20%

136.80





30%

148.20





40%

159.60





50%
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Increased fuel price increases fuel as % of total cost (10% = 32% total cost); (20% = 34% of total cost); (50% = 39% total cost)

Effect of increase in fuel costs on cost/animal to maintain 5% margin

10% increase – total cost £391.40.  Total charge out becomes £411/day

20% increase – total cost £402.80.  Total charge out becomes £423/day

30% increase – total cost £414.20  Total charge out becomes £435/day

40% increase – total cost £425.60  Total charge out becomes £447/day

50% increase - total cost £437  Total charge out becomes £459/day

Taking a 50% fuel price increase within this context the effect per animal on a full load (as defined above) is:

Cattle (assume 30 beast per load) at £13.33 per beast.  50% increase in fuel price would mean a cost of £14.57/beast (increase of 10% in transport cost to producer)

Sheep (assume 400 lambs per load) at £1.00 per lamb.  50% increase in fuel price would mean a cost of £1.09/lamb (increase of 9.25% in transport cost to producer)

Taking a 50% fuel price increase within this context the effect per animal on a half load (as defined above) is:

Cattle (assume 15 beast per load) at £26.67 per beast.  50% increase in fuel price would mean a cost of £29.13/beast (increase of 10% in transport cost to producer)

Sheep (assume 200 lambs per load) at £2.00 per lamb.  50% increase in fuel price would mean a cost of £2.19/lamb (increase of 9.5% in transport cost to producer)

Summary of cost issues:

· Given the assumptions, a significant increase of fuel price (50%) would have a marginal effect on the unit transport costs of cattle, sheep and pigs.  

· Given the relatively inflexible lorry costs, the major objective must be to send full loads.

· The recent need to clean/disinfect lorries has increased unit (producer) costs by up to 40%… (lorries are tied up on single jobs for a significantly longer period of time than normal but must continue to generate the same daily revenue).

C)
Cleansing and Disinfecting Facilities

	The Fresh Meat (Hygiene and Inspection) Regulations 1995 specify requirements on construction, layout and equipment for full throughput red meat slaughterhouses. Para 1(t) of Schedule 2 to these Regulations says that slaughterhouses must have a "suitable and separate place (which may be situated outside the boundary of the slaughterhouse) and adequate equipment, for cleansing and disinfecting vehicles used for the transport of animals." 

This means that premises, which do not comply with this requirement, will not be eligible for licensing. 

For those premises already licensed, the MHS OVS is responsible for securing the observance of these requirements, even if the cleansing and disinfection facilities are situated outside the boundary of the slaughterhouse. The Regulations will only be satisfied if the facilities are actually available for use.

In summary:

· Abattoirs must have appropriate and adequate cleansing and disinfection facilities to deal with all types of livestock vehicles, which deliver to the premises. 

· The licence requires the provision of these facilities. 

· The OVS will inspect facilities regularly. 

· Cleansing and disinfection facilities must be available for use and in working 

· order at all times. 

Facilities the MHS will be checking for:- 

· Impervious hard standing. Recommended space for at least two vehicles. 

· Drainage facilities sufficient for the quantity of liquid waste generated during the cleansing and disinfection process. 

· Adequate supply of potable running water under pressure. For example, for a slaughterhouse with a throughput of up to 1000 pigs per day, a single water supply of approximately 80-90 litres per minute would be sufficient. 

· Adequate supply of approved disinfectant, to be used in approved dilution ratios, for total and thorough disinfection, as specified in the Animal Health Act (1981). 

· Equipment (ie sprays, brushes etc) with which to apply approved disinfectant. 

· Safe storage and cleaning of, and access to, equipment. 

· Safe storage facilities for debris hay / straw removed from vehicles. 

· Sufficient light in which to work and inspect. 

· Facilities which function in all weather conditions. 


This is currently out for consultation.  Recent surveys have indicated that around half of plants do not possess adequate facilities.  The above proposed guidance would be issued only after the lifting of emergency FMD measures and would be on-going.  The implications for the abattoirs are increased costs, which in light of recent evidence would be passed onto livestock transporters.  The ability of transporters to pass this cost onto producers is questionable.

Appendix 2

Possible Model for Shared Abattoir Facility 

1. Background

The majority of abattoirs in England are today owned and operated by single individual companies that operate from that one plant, or in a small number of cases from a number of sites (the latter being primarily some of the larger abattoir/processing companies such as ABP, and Dawn Meats). This is a  ‘structure’ that has developed particularly over the last 30 years, but is not one that should be viewed as the only ‘model’.

Up until the 1980’s Britain still  had a large number of ‘municipal abattoirs’, built and run by local authorities. These were a legacy of the enlightened public health and food standards campaigns that accompanied the urbanisation and industrialisation of the country in the 19th century, that gave local authorities statutory powers to build and run ‘modern’ abattoirs, to ensure adequate slaughtering facilities were available within there areas.

At these ‘municipal’ sites butchers could have animals killed for their own uses or latterly it was common for a number of individual meat wholesale companies to operate from the one site, sharing the abattoir.

These powers were removed only as recently as 1973, and from that date most local authorities took the opportunity to economise by closing or leasing their municipal facilities. There were still 52 in 1978/79, but by 1990 this had declined to 3.

One of these was however, one of the largest abattoir and wholesale meat complexes that has existed in this country, the municipal facility at Manchester completed in the mid 1960’s. At this site, the abattoir has only recently closed and the company that purchased the site from the Council still operates the wholesale meat market, from which a number of companies still trade (ISC were recently involved with the owning company and the FSA, in advising as to how this wholesale facility could be upgraded, some of the issues that arose out of this give important lessons for any new facility). 

In the later days at Manchester (before it was sold to its current owners), as has happened at a number of other abattoirs around the country from time to time, the facility was run by a consortium of local meat businesses and butchers to satisfy their needs. Another example of this was the ex  municipal facility at Glasgow that was run by a consortium of butchers until it closed.

2. Problems with Shared Facilities

Clearly given the cost of building new abattoir facilities, sharing a facility to provide the core service of killing and dressing an animal, seems to make some sort of sense. There are however, a number of issues that can lead to problems, these are typically:

a) Arranging the order of the  slaughter of the stock – whose are killed first – needs to be daily/weekly agreement about priorities?

b) Agreeing on the dressing specification –it is possible to run with more than one but this complicates matters.

c) Agreeing fully on all operational procedures from lairage for stock to post slaughter treatment of carcases.

d) Building up a reserve to pay for essential repairs and maintenance and for future investment – possibility of disagreement about increasing fees (has led to more than one plant closing).

e) Clearly identifying who is in control of the plant; the MHS like responsibility to be clear so that the responsibility for infractions/issues can be easily dealt with

The potential for disagreement with some of these issues are the reason why shared facilities have closed and why many individual companies have in recent years preferred to operate from their own facilities, if they could acquire them. Until the early 1990’s the ability to do this was easier than it is today. Steady change in the industry through the 1970’s and 1980’s, resulted in an almost steady number of plants coming onto the market (usually through business failure) that were snapped up by others (newcomers or existing businesses) often at ‘firesale’ prices. The full implementation of EU structural regulations since 1995 has drastically reduced this incidence. As larger investment was required to bring a plant back into operation, many plants when closed stayed shut and frequently in urban locations the site was sold for development.

As demonstrated in the main report the cost of building a new even medium sized facility is today substantial, compared with the returns available from only basically slaughtering stock and wholesaling meat from such a facility. Given that slaughtering is a basic unavoidable operation in the meat business, the real value within the trade is in what value firms can add to a carcase after the point of slaughter.

Given the situation in parts of the South East, where some companies have facilities that need new investment, some have problems with expansion (e.g. planning) and there are collaborative groups looking for added value facilities, it makes sense to re look at the ‘shared abattoir’ option.

3. An Example of a Shared Abattoir
An interesting example of such a shared facility can be found in Scotland, in Paisley near Glasgow.

The Sandyford abattoir facility, started life many years ago as a Council owned abattoir ( that was built around 1966) that has long since been purchased and operated by a private company. The Sandyford complex has an abattoir and cutting  and meat preparation facilities on the same site. The abattoir is a large (by national standards killing more than 25,000 ELU per year) multi species facility.

The abattoir is owned and operated by the Sandyford Abattoir Company, and licensed by FSA as a separate facility. The main directors are made up of the senior staff from two of the other companies that operate from the site (AP Jess and J Scott Meats), but they operate independently within the abattoir company. The abattoir slaughters stock on behalf of the ‘wholesale’ companies that operate at the site, these are:

a) John Scott Meats – cuts and prepares meat for sale to local butchers and caterers and on the London markets.

b) APJess – stock slaughtered for use by the meat product division of the company – McKecnie Jess, that manufactures a wide range of traditional products including sausages, haggis and scotch pies, plus portion control meat for the catering sector.

c) J A Cummings– a wholesaler of meat to the local area.
d) W Bosomworth – a wholesale meat company owned by one of Scotlands largest livestock auction companies – United Auctions; prepares and wholesales meat to the local retail trade including caterers.
e) Emark Halal Meats

Four of the above companies operate licensed cutting plants that are physically connected to the abattoir; an  important point to note, is that for their cutting activities the FSA requires them to licence the plants separately – so that there are clear lines of responsibility for the MHS to work to.

The plant also provides a private/contract kill service for other customers, mostly local butchers.

The abattoir provides a contract kill service only to the above; its slaughter line leads to a central main chiller, from which rail lines run into other chillers and cutting rooms occupied by the other companies.

Discussions with the Senior Manager of the abattoir, revealed that in general the arrangement works, but it can be administratively and logistically difficult coping with the requirements of the five companies on the site. It is made more difficult by the fact that two of the directors of the abattoir are also owners of the other companies; this means that although the abattoir staff try to fairly allocate priorities, the needs of these two companies can take precedence. 

This leads to tensions particularly, when these companies are lax about booking stock in for slaughter e.g. the buyers for one company have a bad day at market and buy fewer stock than they expected, thus fewer arrive at the abattoir and the slaughter staff (all on piece rates) slaughter less than expected (and earn less).

Appendix 3

Guidelines for the Development and Structure of Small Abattoir or Cutting Plant.

Basic Design Requirements and Costs.

I.
Requirements for a Small Throughput Slaughter Plant
A plant operating under the FSA license for a ‘low throughput’ slaughter plant is allowed to process the following numbers of stock:

Maximum throughput: 20 LU per week       (1000 per annum)

Or ‘Fleischmaster’:         30 LU per week       (1500 per annum)

Where  Livestock unit (LU) =   Cattle: 1   Sheep: 10    Pigs: 5 (this is a simplified definition, see the amended regulations for precise definition)

Above these levels a plant has to comply with the ‘full throughput’ standards, which in practice simply mean that plants have to be constructed to higher structural standards.

The basic requirements for a ‘low throughput slaughter plant’ are as follows:

Boundary:

All premises must have a clearly defined boundary

Lairage:

The lairage must be a covered building of sufficient size to hold one day's kill, and incorporate livestock reception area for off-loading of vehicles, and to facilitate anti-mortem inspection of stock. It is preferable to have solid division walls to form pens for the stock within the lairage.

Situated in the lairage a separate isolation pen for the holding of injured or infected stock the pen must be drained separately.

Slaughterhall:

The slaughterhall must be of a size to allow all operations to be carried out without the risk of contamination to carcase meat for human consumption. If pigs are to be killed as well as other species the pig scalding/ dehairing operation must be separated by means of a wall three metres high or adequate space to ensure no risk of cross contamination.

Cattle require to be ejected from the stunning pen onto a dry landing area to reduce surface contamination. All species are to be bled for approx 4/5 min's before commencing further operations.

The slaughterhall must be equipped with suitable rail system together with specialist equipment to allow the dressing operation to be carried out hygienically, and progressively cleaner to inspection.

Suitable rooms to be provided for the storage of all by-product material awaiting daily collection.

Lighting levels to be 220lux min generally with 540lux at inspection positions.

Floor to be impervious and slope toward drainage to prevent pooling of surface water on the floors.

Chill Rooms:

Must be suitably sized to hold and chill produce to min 7 degrees C, offal 3 degrees C.

Beef chilling cycle is usually 36-40hours to avoid cold shortening, whereas sheep and pigs can be chilled on a 24 hour turn round basis. Warm carcases must not be placed into chillers with already chilled meat in store.

Loading Area.

Suitable sized loading area for loading of meat to vehicles, it is ideal if the area is temperature controlled to prevent undue rise in meat temperature during loading.

The loading area door to be fitted with positive dock seals to prevent airborne contamination  during loading operations.

Cost

Average building costs of low throughput slaughterhouse, excluding site cost: 

As a guide a cost range of £ 225,000:00 to £ 425,000:00 (depending on throughput) can be expected; this is for the construction of a plant with all new materials (including professional fees) on a new site to give a 20 year life. Depending on individual circumstances in practice there can be ways of reducing these costs (e.g. converting redundant buildings, using second hand equipment, using own labour). Similarly costs can be sometimes be significantly increased if there are site related specific  issues that have to be overcome (e.g. water treatment requirements, waste disposal)

Any interested in the construction of plants are advised to obtain the legislative document:

The Fresh Meat (Hygiene and Inspection) Regulations 1995 (as amended) – Schedule 5(for structure and layout), Schedules 7,8,9&10 (for operation) 
This and other regulations are available from HMSO. From the Stationery Office (0870 600 5522)

II.
Requirements for Low Throughput Cutting Plant.

Premises that are involved in the further cutting of meat to be sold by third parties have to be licensed by the FSA. Under a low throughput license the throughputs are limited to :

Maximum throughput: 5 tonnes fresh meat per week.    (250 tonnes per annum)

Above these levels a plant has to comply with the ‘full throughput’ standards, which in practice simply mean that plants have to be constructed to higher structural standards.

Premises that are cutting meat for sale through a retail shop owned by the same company (or involved in direct sale to consumers e.g. mail order, or sale to caterers e.g. local restaurants), can be exempt from the FSA licence but are subject to the Food Safety (General Food Hygiene) Regulations 1995, which are controlled and enforced by local authorities.

The basic requirements for a ‘low throughput cutting plant’  operating under an FSA license are as follows:

Boundary:

All premises must have a clearly defined boundary

Product Intake/reception Chiller:

Good practice requires a suitable sized chiller to hold exposed product prior to cutting operations. To hold product at temperatures of approx 7 degrees C or offal 3 degrees C.

Packed Product Chiller:

For the holding of received packed product prior to cutting, wrapped/packaged meat must be stored separately from exposed meat ( this could mean two chillers or a suitably subdivided large one. All packed product must be either de-boxed  or exposed from wrapping in a specific area all material to be disposed of in a hygienic manner.

Handling:

All exposed meat must be handled hygenically during unloading; this requires protection from the elements at the entrance to the reception chiller (see Despatch). Exposed meat must not touch walls, floors and is best hung from rails. A dedicated inspection point is required.

Cutting Area:  

Suitable sized cutting room to allow operations to be performed in a manner as not to contaminate other product. All work stations to be kept clean and operation should progressively get cleaner. Sufficient clean bins to store fats, bones, etc; prior to removal from area. Suitable hand wash and steriliser facilities are required.

Small cutting areas need not necessarily be temperature controlled, provided that they are laid out and ventilated so that during the cutting process there is no appreciable rise in temperature (above 7 degrees C for meat) in the product (in larger areas this will usually require more sophisticated temperature control – e.g. room chilling equipment).

Packing area:

Preferably separate area from cutting room or separated by a division screen, to reduce airborne contamination from cardboard box material. Separate room for the storage of packaging material and box make up prior to entry to packaging room.

Storage:

Wrapped and packed meat must be stored while awaiting despatch in a suitable chiller (if only wrapped and packed meat is handled the reception chiller can be used, otherwise exposed and packed meat need to be separated).

Despatch:

Despatch area for the loading of vehicles, Loading of exposed product to be carried out on a time separation basis from packed product. Loading area door to be fitted with positive dock seals to prevent airborne contamination.

Cost

Average building costs of low throughput cutting plant, excluding site cost: 

As a guide a cost range of : £ 120,000:00 to £ 175,000:00 (depending on throughput) can be expected; this is for the construction of a plant with all new materials (including professional fees) on a new site to give a 20 year life. Depending on individual circumstances in practice there can be ways of reducing these costs (e.g. converting redundant buildings, using second hand equipment, using own labour). Similarly costs can be sometimes be significantly increased if there are site related specific  issues that have to be overcome (e.g. water treatment requirements, waste disposal)

Any interested in the construction of plants are advised to obtain the legislative document:

The Fresh Meat (Hygiene and Inspection) Regulations 1995 – Schedule 5(for structures and layout), Schedules 7 (part one), and 11 (for operation).
III.
Activities Other Than Cutting

Operators wishing to produce meat products, minced meat or meat preparations in licensed premises have to also comply as appropriate with the :

The Meat Products (Hygiene) Regulations 1994

And

The Minced Meat and Meat Preparations (Hygiene) Regulations 1995

Such activity within premises that are also involved in the cutting of fresh meat has structural design and layout and operational implications that need to be taken into account in any plans.

IV.
 General Note

The slaughter and cutting/processing of poultry and game are covered by separate standards:

The Poultry Meat, Farmed Game Bird Meat and Rabbit Meat (Hygiene and Inspection) Regulations 1995

The Wild Game Meat ( Hygiene and Inspection) Regulations 1995

V.
 ISC Recommended Procedures To Be Followed In Planning Small        Abattoir/Cutting Plant Projects

 (This assumes that the market study, market research required to support any project has pointed to the need for a new facility).

1.
Identification of throughput of stock in species, and/or quantities of meat to be processed

2.
Identification of range of processing activity (e.g. slaughtering, cutting, further preparation, cooking etc)

3. Identification of the site location (open site, or building for modification)

4.
Consideration of possible environmental impact study requirements.

5.
Establishment of waste disposal routes and issues.

6.       Consideration of requirements of water treatment facilities at the plant. 

7.
Preparation of initial outline plans. ( for submission to the following)

7a.
Local authority planning department.

7b.
Food Standards Agency.

7c.
Environmental. ie: water authorities etc:

8.       Preparation of outline budget costings

9. 
Consideration of source of funding.

10.
Preparation of  Project Proposal and Outline Business Plan – key document for any grant application, bank loan, information for potential partners/co-operators/ investors – this together with any additional market study or market research required to support the project, will also form the basis of any ‘feasibility study’ that may be required

11. 
Preparation of full technical specification for proposed project

It is recommended that at an early stage advice be sought from  MLC Industry Strategy Consulting, who have a great deal of experience all matters concerning the above.
VI. Operating Costs of Small Abattoirs

Major cost categories and indicative costs of operation for small abattoirs.  

As would be expected, costs vary significantly by size of abattoir, but also between abattoirs of similar size as other factors (quality of management, efficiency of operation) all play a part. 

Costs given below should be seen as examples only.  Costs are likely to vary extensively for a variety of reasons.  Whilst ISC has endeavoured to indicate major operating costs, it does not accept responsibility for any differences in costs found, or for cost categories omitted.

The allocation of costs in an abattoir between variable and overhead can vary depending on the convention applied.  In strict terms many of the costs in a plant are variable on throughput (e.g. where staff work on piece rate terms), although traditional convention may consider them as overheads.  A typical approach is to consider the major costs as ‘operating costs’.

The following sections have where possible,  put operating costs in terms of throughput (headage), this would allow a quick assessment of likely profit and loss for small facilities.

Major Operating Costs

a.
Labour

Even the smallest abattoirs typically have at least three operatives – divided into those working in ‘clean’ areas (dealing with the carcase); and those working in ‘dirty’ areas (dealing with the lairage, guts, hides etc).  

Labour is paid either on ‘piece’ rates (reflecting throughput), or hourly/weekly (reflecting time).  Clearly the incentive structure for labour will differ depending on how they are paid.  In small abattoirs where typically slaughter will take place on only two or three days per week, piece rates may not be sufficiently attractive.

Rates vary depending on availability and skills of staff, but a rate of £8-10/hour may be considered average – assuming that the operatives work an 8 hour day and 5 day week.  It is expected that the rate would increase if operatives worked fewer hours per week.

N.B. Employers National Insurance must be added.

The availability of suitably qualified and skilled staff to work within an abattoir is often a significant problem, especially where unemployment rates are low (demand for labour is high); the South East falls into this category.

b.
MHS Inspection Charges
All abattoirs are inspected by the Meat Hygiene Service ‘Official Veterinary Surgeons’ and ‘Meat Hygiene Inspectors’ in order to ensure certain hygiene standards.  In 2001 an option of being charged a headage rate (rather than a flat time charge) was given; the headage charge is the most efficient for small abattoirs.  The relevant figure for each species is:



£/head

Cattle

2.76

Sheep

0.31 (for weights over 18kg)

Pigs

0.80 (for >25kg)

The headage charge above covers all inspection duties, both ante and post mortem.

N.B.  European Regulations will make compulsory the introduction of HACCP (Hazard Analysis Critical Control Point) into all red and white meat plants within the UK by June 2003.  Associated with this introduction will be the need to micro-biologically test swabs taken from carcases.  Clearly there will be costs associated with the implementation and operation of HACCP and testing of swabs.  The Food Standards Agency is currently undertaking a study into what these costs  might be – the results are not yet available.  Those wishing to operate an abattoir must ascertain what these may be.

c.
Waste Disposal Charges (other than sewage)

Historically abattoirs earned money from the ‘fifth quarter’ (edible offals, blood, hides, skins etc).  However, in the 1990s and especially since BSE in 1996 this situation has now changed – many by-products are now treated as waste, which abattoirs must pay to be removed and rendered by specialist firms.  

Charges for waste disposal vary by region/distance from rendering plant and volumes taken; there is therefore no ‘correct value’; abattoirs must negotiate prices with renderers.  The information used here is indicative of the experience of some small plants ISC is aware of:



£/head

Cattle 

16

Lamb

1.50

Pigs

0.35
d.
Other Operating Costs - Overheads

The definition of overheads varies.  By strict definition, overheads (fixed costs) are not affected by throughput.  The following are typically defined as fixed or overhead costs in abattoir accounts although they are often dependent upon throughput. 

· Water

· Power

· Sewage

· Repair and Maintenance

· Insurance

· Laundry

· Telephone

· Sundries

No individual costs are available for these figures on a headage basis. As a guidance estimate, the total cost of these services for a small abattoir will be in the region of £10 per livestock unit (where 1 LU = 1 cattle beast, 5 pigs or 10 lambs).

· Rates

The calculation of rates on abattoirs is carried out by specialist valuers, typically taking into account location and floor area of different parts of the facility.  An indicative value of £12,000 per year is given here but each abattoir will have different rates and these must be checked.


 Other ‘office’ costs

· Accountancy 
· Administration  -the operation of a small plant could require the employment of up to one extra person for all or part of the week (depending on throughput), purely to cope with the administrative requirements in handling animals, even if the plant is only involved in contract killing stock and not with any trading. 

e.
MLC Levy

The Meat and Livestock Commission takes a levy from both livestock producers and abattoirs within Great Britain in order to fund technical, marketing and policy work for the industry.  MLC charges the abattoir must pay (as December 2001) are:


General Levy
Promotional Levy
Total

Cattle

2.15

2.42


4.57

Sheep

0.33

0.34


0.67

Pigs

0.4

0.65
(+PIDS 0.2)
1.25

The abattoir is able to claim all of the promotional levy and half the general levy back from producers:



£/head

Cattle

3.50

Sheep

0.51

Pigs

1.05

Care must be taken in defining these amounts to producers within any price (or contract charge) stated. 

f.
Capital Repayments

Debt repayments will vary depending on amount borrowed and interest rate.  No figure is available.

g. Depreciation

In its simplest terms, depreciation is the amount of money needed to replace worn out equipment at the end of its working life.  As such this amount of money must be collected over the course of the life of the equipment; in this sense it can therefore be seen as a cost.  Several types of formula are used to calculate depreciation; variables include value of equipment when purchased; value when sold/scrapped and life expectancy of equipment. MLC/ISC usually work on a 20 year lifespan for basic slaughterplant structures, equipment lifespan can vary (e.g. computers 2 to 3 years).

Conclusion

The above figures indicate the main categories of cost incurred by abattoirs in the typical slaughter process.  

Additional costs would be incurred if, for instance, meat was hung for longer in maturation chillers (requiring more chiller space – capital cost; and greater energy costs – operating costs).  Or if the abattoir also operated a co-located cutting facility.

It is not possible to derive an indicative overall unit cost of slaughter (which covers all operating costs); too many variables are involved, particularly relating to the amount, cost and efficiency of labour; and overhead costs; the extent to which admin./accountancy costs are related to other parts of a business, and debt repayment levels.  

It may be concluded that as for abattoirs of all sizes, the fundamental way of reducing unit costs of slaughter is to spread fixed costs over greater volumes; hence small abattoirs are at an inherent disadvantage in terms of low throughputs.  The main way of mitigating this is to operate the facility as a ‘cost centre’ rather than ‘profit centre’ i.e. once the costs have been established, derive a cost of slaughter figure that is to be recovered from the stock processed.

Any recovery that can be made on ‘fifth quarter’ products, typically on skins, can be used to offset the operating costs.

Appendix 4

Firms Interviewed During the Course of Research

(excluding those attending stakeholder meetings  and Steering Group members)
Livestock Suppliers

Parkland Livestock (Oxon)

South East Primestock Producers (S.E.)

Anglia Quality Meat (E.Sussex/Kent)

Jack Taylor (Surrey, Hants, Berks)

Tom Lofts (W.Sussex, Hants, Surrey)

John Goodman (Bucks/Oxon)

N&T Cutler (Kent, Surrey, E.Sussex)

Hobbs Parker (Kent, E&W Sussex)

South East Marts (E.Sussex)

Lambert & Foster (Kent, Romney Marsh)

Thames Valley Pigs

Wessex Quality

Meadow Valley Livestock (now Meadow Quality)

Abattoirs

R.G. Meats (Bucks)

Mutchmeats (Oxon)

R.W.Newman (Hants)

Tottingworth Farms Ltd (E.Sussex)

Chitty (Surrey)

Forge Farm Meats Ltd (Kent)

Ken Ballard Ltd (Kent)

J.R. Farm Meats Ltd (Kent)

Cooper and Son (Kent)

Out of Region Meat Companies

Randall Parker

Southern Counties (RWM)

Sandyford Abattoir, Paisley

West Country Beef (Triple S Ranch) 

Offal/Waste Products

Prosper DeMoulder

Marshall Farmer

Cleansing Services

Paul Bowman

Oakleigh Manufacturing

Meat Customers in Region/National:

D.J.Andrews (Wholesaler/butcher)

David Smith (Wholesaler/Processor)

JD Wetherspoon plc (Catering Chain)

H&C Meats  Ltd (Wholesaler)

Salvatori (Processing to catering industry)

McClaren (Processing to catering industy)

ADM Eastbourne (Processing)

ADM Charing (OTMS and small wholesaler)

Weddel Swift - Cantebury (Wholesaler)

Weddel Swift – Brighton (Wholesaler)

Towers Thompson - Sevenoaks (Wholesaler)

Towers Thompson – Portsmouth (Wholesaler)

Jempsons (Supermarket)

Williamson Knockholt Ltd (Butchers – 3 shops)

C.H.Wakeling (Butcher)

J.C.Rook & Sons (Factory and butchers – 12 shops)

More Cuts (Butchers – 5 shops)

Gilham Butchers Ltd (Butchers – 5 shops)

John Wildman & Sons (Butchers – 7 shops)

W.J. Crouch (Butchers – 8 shops)

Dewhursts (Butchers – National)

Overseas Customers/Agents

Lonhienne (Belgium)

Aydin Fleischhandels (Germany)

Mehmet Bural GES (Austria)

Waldviertel Fleisch (Austria)

S.N.V.C.  (France)

Sauve (France)

Sabim (France)

Kermene (France)

S.V.A. (France)

France Agneau (France)

Other

Meat and Livestock Commission

-Winterhill HQ

-MLC Export Marketing/Paris

European Commission

National Farmers Union

DEFRA

Road Haulage Association

South Downs Meat Co

T R Good –‘Berkshire Downs Lamb’ 

( Defined as the area for which SEEDA is responsible, basically the counties of Buckinghamshire, Oxfordshire, Berkshire, Hampshire, Surrey, E and W Sussex and Kent .
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