~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Chetroiu, Rodica; Iurchevici, Lidia

Conference Paper
The impact of energy crisis on the meat production
profitability

Provided in Cooperation with:
The Research Institute for Agriculture Economy and Rural Development (ICEADR), Bucharest

Suggested Citation: Chetroiu, Rodica; Iurchevici, Lidia (2023) : The impact of energy crisis on the
meat production profitability, In: Rodino, Steliana Dragomir, Vili (Ed.): Agrarian Economy and
Rural Development - Trends and Challenges. International Symposium. 14th Edition, The Research
Institute for Agricultural Economy and Rural Development (ICEADR), Bucharest, pp. 60-65

This Version is available at:
https://hdl.handle.net/10419/301762

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/301762
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

THE IMPACT OF ENERGY CRISIS ON THE MEAT PRODUCTION
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Abstract: The purpose of this paper is to evaluate the impact that energy crisis which has debuted in 2022, had on the
level of beef, pork and poultry meat production profitability. The methods used in the study are comparative analyzes of
the evolution of some technical-economic and profitability indicators, calculated for the years 2018 and 2022. The
research results show that indicators such as variable expenses, energy and fuel expenses, fixed expenses, production
cost, the different income rates, etc., recorded higher values in 2022 compared to 2018, in some of them even by more
than 50%, and the economic results obtained by farmers went from profit to loss. In conclusion, the impact of the energy
crisis in the period under study was a negative one, demanding for carrying out the activity flows, affecting the entire
meat production sector.
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INTRODUCTION

The economy of the European Union countries, in the post-pandemic period, was affected
by a new crisis, the energy one, in the context of the Russian-Ukrainian conflict: record energy prices,
high inflation rates, supply shortages, rising debt levels, rising costs of production, all of which
negatively influencing production activities and diminishing the purchasing power of consumers
(https://ec.europa.eu/commission/presscorner/detail/ro/ip_22 _7072). This crisis has shown its
consequences in all economic fields, both in large companies and at the level of small and medium-
sized economic agents, in livestock farms, processors, or consumers. In this context, ways are being
sought to address rising inflation and energy prices (Siksnelyte-Butkiene, 1., 2022).

Energy markets are volatile, so there is a need for measures and programs to support
consumers when prices are high. Likewise, the diversification of energy sources, such as renewable
ones, can be a viable alternative for mitigating the vulnerability of activities (Gilbert, A. L. E. X,,
Bazilian, M. D., & Gross, S., 2021). The main challenges are determined by ensuring the availability
of energy to the various fields of activity and consumers at a price level that affects production cycles
and the competitiveness of productions (Smal, T., & Wieprow, J., 2023).

In this context, meat production is also found, with a series of increases in different
categories of expenses to ensure inputs. Both cattle, pig and poultry breeders encountered problems
in this period of energy crisis regarding the maintenance of production cycles against the background
of increased prices for all categories of inputs.

MATERIAL AND METHOD

Within this paper, a series of technical-economic and profitability indicators were calculated
for beef, pork and poultry products, for the years 2018 and 2022, respectively (before and after the
pandemic crisis, respectively):variable expenses (feed, biological material, energy and fuels,
medicines, other material expenses), fixed expenses (labor, general expenses, depreciation, etc.),
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production cost, different rates of income, etc., achieving a comparative analysis of them, in the time
period under study.

RESULTS AND DISCUSSIONS
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Figure 1. Technical economic and profitability indicators for beef
Source: Own calculations

In Figure 1, the main technical-economic and profitability indicators at the farm gate are
presented, for the beef product, comparing the year 2022 to 2018. If the energy expenses experienced
a 31% increase, the total expenses were higher by over 61%, this because other expenditure categories
had increases of over 80%. Thus, the cost of feed was 82% higher in 2022 compared to 2018, other
material expenses by 91%, and the biggest increases were those with medicines and loan interest
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(more than 2.3 times). In total, the production cost at the farm gate was higher by 66%, but the price
by only 41%, the result being the transition from profit to loss: from 20.7% to -1.2%.
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Figure 2. Technical-economic and profitability indicators for pork

Source: Own calculations
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Figure 2 illustrates the technical-economic indicators at the farm gate for the pork product,
compared for the years 2022 and 2018. Thus, energy expenses increased by 47.3% in the analyzed
interval, and total expenses by 63.3%. Referring to the expenditure category that occupies the largest
share in the cost of the product, feed, they were 76% more expensive in 2022 compared to 2018.
Biological material, respectively piglets introduced for fattening, were also more expensive by 59.3%.
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The farm gate price of fattened pigs increased by 36.7% and the net income rate decreased from 2.4%
to -14%, with farms recording an economic loss.
Poultry
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Figure 3. Technical-economic and profitability indicators for poultry
Source: Own calculations

In Figure 3, technical-economic indicators for the poultry product indicate that energy and
fuel expenses increased by 45.5%, feed expenses by 7.9%, but the significant increase was that of
biological material, which became more expensive by 119% in 2022, compared to 2018.

Total cost increased by 22.7% and the price by 17.8%, so the net income rate went negative,
from 2.82% to -0.99%.
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Therefore, meat production was significantly affected during the energy crisis, as shown in

Table 1:

Table 1. Profitability of meat production at the producer, before and after the energy crisis

Specification Years Production cost, Producer price, Net income rate,
lei/kg life weight | lei/kg life weight %
2018 6.50 7.11 20.7
Beef 2022 10.81 10.00 -0.5
2022/2018 1.66 1.41 -21.2
2018 5.36 5.50 2.4
Pork 2022 8.74 7.52 -14.0
2022/2018 1.63 1.37 -16.4
2018 4.36 4,50 2.82
Poultry 2022 5.35 5.30 -0.99
2022/2018 1.23 1.18 -3.81

Source: Own calculations

On beef farms, energy and fuel expenses influence all other expenses; along with other
categories such as feed, biological material, labor, other costs, their supply at affordable prices is
essential for running production cycles (Xu, J., Akhtar, M., Haris, M., Muhammad, S ., Abban, O. J.,
& Taghizadeh-Hesary, F., 2022).

With the outbreak of the Russian-Ukrainian conflict, global economic conditions suddenly
changed in early 2022 and prodution activities were put under pressure, especially due to rising energy
prices (Hutter, C., & Weber, E., 2022). Various factors have contributed to the increase in the price
of energy - low stocks of natural gas available to European countries, affected transportation,
generators and plants with reduced activity (Ozili, P. K., & Ozen, E., 2021). That is why it is necessary
to evaluate the costs and risks of agricultural production in this context, so that the world food
situation does not suffer more (Pimentel, D. et. al, 1973).

The big challenges of the decades, such as energy or climate, require decision-makers to
interact without taking into account borders and spheres of influence and take into account the
complexity of socio-economic challenges (Coyle, E. D., & Simmons, R. A., 2014).

CONCLUSIONS

The energy crisis that followed the pandemic period, against the background of the conflict
near our country, affected all economic sectors, including the production of beef, pork and poultry.
The technical-economic indicators show the fact that, from a certain level of profitability, economic
losses have been reached in production farms. Producers were anyway affected by the consequences
of the crisis generated by the COVID-19 pandemic, with all its syncopes and disturbances of a social
and economic nature. In any case, the pressure is very high on the livestock sector in general, and the
general trend is downward, both in terms of livestock and production. The succession of crises of any
nature is a critical factor for economic activities, but as long as there are constructive wills for
recovery, the course of events can be rebalanced.

64



BIBLIOGRAPHY

. Coyle, E. D., & Simmons, R. A. (2014). Understanding the global energy crisis. Purdue University Press, pp. 288,
https://library.oapen.org/viewer/web/viewer.html?file=/bitstream/handle/20.500.12657/30124/649976.pdfsequence
=1&isAllowed=y, Access in 19.07.2023.

. Gilbert, A. L. E. X., Bazilian, M. D., & Gross, S. (2021). The emerging global natural gas market and the energy
crisis of 2021-2022, pag. 1, Brookings, report, December. Accesed Tn 12.07.2023

. https://ec.europa.eu/commission/presscorner/detail/ro/ip_22_ 7072 , accessed in 12.07.2023

. Hutter, C., & Weber, E. (2022). Russia-Ukraine war: Short-run production and labour market effects of the energy
crisis (No. 10/2022). 1AB-Discussion Paper, https://www.econstor.eu/bitstream/10419/262190/1/dp1022.pdf,
Accessed Tn 18.07.2023

. Ozili, P. K., & Ozen, E. (2021, October). Global energy crisis: impact on the global economy. In Proceedings of
IAC in Budapest 2021 (Vol. 1, pp. 85-89). Czech Institute of Academic Education, Accessed Tn 19.07.2023

. Pimentel, D., Hurd, L. E., Bellotti, A. C., Forster, M. J., Oka, I. N., Sholes, O. D., & Whitman, R. J. (1973). Food
production and the energy crisis. Science, 182(4111), 443-449,
https://www.science.org/doi/abs/10.1126/science.182.4111.443, Accessed in 19.07.2023

. Siksnelyte - Butkiene, 1. (2022). Combating energy poverty in the face of the COVID-19 pandemic and the global
economic uncertainty. Energies, 15(10), 3649. Accessed Tn 12.07.2023

. Smal, T., & Wieprow, J. (2023). Energy Security in the Context of Global Energy Crisis: Economic and Financial
Conditions. Energies, 16(4), 1605. Accessed Tn 12.07.2023

. Xu, J., Akhtar, M., Haris, M., Muhammad, S., Abban, O. J., & Taghizadeh-Hesary, F. (2022). Energy crisis, firm
profitability, and productivity: An emerging economy perspective. Energy Strategy Reviews, 41, 100849, Accessed
in 18.07.2023

65


https://ec.europa.eu/commission/presscorner/detail/ro/ip_22_7072
https://www.econstor.eu/bitstream/10419/262190/1/dp1022.pdf
https://www.science.org/doi/abs/10.1126/science.182.4111.443

