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Executive summary

The global environment in which world food and agriculture as well as food and
agricultural policy makers must make their decisions has changed significantly
since the turn of the millennium. The long-term trend of declining agricultural
commodity prices has come to an end. The turn of the millennium marks a mega-
trend reversal in international agricultural markets. Since 2000 agricultural prices
have tended to rise — with significant volatility, as in the past. The reason is that
global demand has been outpacing supply growth. This development may be ex-
pected to continue. The demand growth will materialize predominantly in develop-
ing and newly industrializing countries — in particular for livestock products, espe-
cially poultry meat.

The rapidly growing demand could be met by expanding the agricultural acreage or
by producing more on the land being farmed already. Expanding the agricultural
acreage is not an option. As land is limited, most of the production growth must
come from yield growth. In addition, water is becoming increasingly scarce. Hence,
water efficiency is also a significant issue to consider.

The markets for poultry meat in both Germany and the EU at large have been
growing rapidly. At the same time, there has been a growing tendency towards di-
versity of preferences for quality. The measure to account for this which is con-
sistent with a market economy is credible labelling of different qualities.

A central insight of economic theory is that every decision has its cost. The cost of a
decision is what one must give up for it. As modern poultry production sometimes
is the subject of public debate and criticism, this study has answered the research
question of what to give up if modern and highly productive poultry meat produc-
tion were replaced by some alternative methods of production. Regional focus of the
analysis is on Germany and the EU respectively. More specifically, we compare the
common production method of modern broiler and turkey production with two al-
ternatives which are referred to in the literature as “extensive” and “ecological”.

As it turns out, these alternative methods of poultry meat production are neither
extensive nor ecological. The reason is that they are less efficient as they use more
resources to produce a given quantity of meat than the standard method. This par-
ticularly applies to land, water and labour.

Replacing the standard method of modern poultry production by the “extensive”
method would raise production costs in the range of 25 percent to 30 percent. This
compares to a cost increase in “ecological” production of more than 100 percent.
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Therefore, production declines and the price goes up, however, by less than the
production declines. As a consequence, agricultural incomes decline in the case of
“extensive” production by EUR 400 million in Germany and by almost EUR 3 bil-
lion in the EU. When switching to “ecological” production these numbers amount to
EUR 1.1 billion in Germany and more than EUR 8 billion in the EU. In addition,
there are income losses in the same order of magnitude in the upstream and down-
stream industries of agriculture.

Declining domestic production acts to increase the incentives for additional produc-
tion abroad. Both feed efficiency and yields of feedstuffs abroad are lower than at
home. Therefore, global cropland would be expanded. In the “extensive” scenario
for Germany the global cropland expansion would amount to more than 70 000 hec-
tares and for the EU to more than 450 000 hectares. The numbers for the “ecologi-
cal” scenario are about 160 000 hectares and 900 000 hectares respectively.

The global agricultural cropland expansion would result in additional CO2 emis-
sions. At a cost to society of EUR 72/t COz the social cost of switching to “extensive”
production in Germany and the EU would amount to almost EUR 1 billion and
more than 6 billion respectively. In the case of “ecological” production, these num-
bers would be almost EUR 2.2 billion for Germany and more than EUR 12 billion
for the EU.

In addition, the expansion of the global cropland acreage implies a loss of biodiver-
sity which in Germany’s case would be equivalent to up to 36 000 hectares of rain-
forest in the “extensive” scenario and 77 000 hectares in the “ecological” scenario.
For the EU, these numbers would amount to up to 223 000 hectares and 449 000
hectares respectively.

Modern poultry meat production in Germany and the EU is also very efficient in
the use of water. In the “extensive” scenario for Germany, global water use would
increase by more than 750 million m3 and for the EU by 5.3 billion m?3. In the “eco-
logical” scenario the additional global water use would increase by about 2 billion
m? and 14.5 billion m3 respectively.

In conclusion, the value to society of modern poultry meat production is very high
both in Germany and the EU when compared to “extensive” or “ecological” produc-
tion. Moving to “extensive” or “ecological” production would result in substantial
income losses for poultry meat producers as well as for upstream and downstream
industries. In addition, this would cause a significant expansion of global cropland
and — along with it — losses in natural habitats and more CO:z emissions. The cli-
mate cost of the alternative scenarios would be as large as the income loss in agri-
culture and its upstream and downstream industries. There also would be a nega-
tive impact on world food security.
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