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1. Research Objectives

Hungary is traditionally a pork consuming countiy; our daily nutrition, besides
poultry, pork is the most popular type of meat. iBes the significant pork
consumption, in the beginning of the 1980s the pectidn and consumption were not
negligible either, when the number of pigs waseltws10 million units. The per capita
pork consumption was 43 kg per year (CSO, 2009)th&én 1990s, the pig herd has
started to decline. The total number of pigs hasedesed by 2 million head since 2003.
The drastic drop in pig numbers mainly occurred @gnsole proprietors where the
number of pigs has fallen by 1.1 million head (C8Q08). The decrease of the pig herd
is reflected also in the number of breeding sows;December 1, 2006 the total
breeding sow herd was 223 thousand head, which sniamas decreased by 100
thousand since 2003. The pork consumption hasddsbned, it was only 27 kg per
capita in 2009; poultry has taken the lead in nueamisumption for some years now.
While the domestic pork production used to be 3&fusand tons per year before the
EU accession — while the domestic consumption neetaunchanged — in recent years,
it has barely exceeded 300 thousand tons. Becdudee @bove facts, | believe it is
appropriate to analyse the pig industry on thellefsupply chain. My main goal has
been to reveal the reasons for the decline ofsisor based on my research results. It
IS necessary to examine the competitiveness frenptbduction up to the trade in each
stage while highlighting the problems. Only by #héseans was it possible to reach a
clear and exact view of the verticum’s situatioheTprerequisite of a functional sector
is that the members of the supply chain are coiipetin each stage, since there is no
competitive manufacturing without high-quality ramaterial production and there are
no competitive and marketable products without dl-established meat industry
(UDOVECZ et al., 2007).

Research tasks:
1. Revealing the economic factors affecting the swiegicum’s competitiveness
while examining comprehensively the actors (stages)e supply chain.
2. Strategic analysis of the swine verticum (SWOT, BFE Matrix, GE Matrix,

Problem Tree, Objectives Tree)



My Hypothesis Are:

1. Taking into account the current economic impactsd atie specific
characteristics of the supply chain, the Hungagaine verticum’s long-term
sustainability is not ensured.

2. The producer associations linking the producersthrdprocessors are helpful
for co-operation and for the flow of information the market. Furthermore,
they play a prominent role in “whitening” the blackde. However, this can be
an obstacle in their permeation.

3. The methodology of the corporate-wide strategidyam may be extended to

the sectoral level.

Specific Objectives and Tasks:

1. Strategic analysis of the verticum,

2. SWOT - analysis, presentation of the swine vertiswrarrent situation

3. compilation of external and internal factor evailoiatmatrices, quantification
and standardisation of competitive disadvantagesated by the supply chain
level analysis,

4. structuring data in a problem tree,

5. preparation of an objectives tree for proposalobdfittons and

6. making proposals for changes and tackling problems.

2. Antecedents and Applied Methods

At the time of determining the research area ofdisgertation, | took into account the
studies entitled “Opportunities for Improving ther@petitiveness of the Food Industry”
published in 2008 and “The Situation of Major Stdakming Sectors” published in
2009, both by the Agricultural Economics Reseanastitute.| participated in the
preparation of both studies as study author and asstant, being the institute’s
employee.l carried out my work mainly in the chapters abthé analysis of swine
industry. As a result of the experience gainedhiesé studies and of the preliminary
research, | decided to make further investigationthe swine verticum. Thereforat



the beginning of 2011, | organised plant visits andl carried out deep interviews
with 16 participants of the swine supply chainin order to update the 2008-2009
research results and to add or to explore the @satitat have taken place since then.
Based on the experience and opinions from thesevietvs, | prepared my dissertation
using a novel methodological approach. | colledieth primary and secondary data in
order to present the topic from a wide range ofjpectives. At the literature analysis |
used mainly secondary research data and results,tren latest available Central
Statistics Office, Agricultural Economics Researbistitute, Tax Administration,
OECD and FAO databases. In order to make my rdsegiffective, | carried out
primary research as well using secondary data, lwhieans the series of interviews
made during the visits tewine production enterprises shown by Table 1During the
in-depth interviews, | was using a series of guidedstiongAppendix 1). Thus, the
proper information base was available which is mssleto map the situation of the
swine sector. In selecting the subjects of thedpth interviews, my aim has been to
have a representative of all the stages of thelgugb@in. At the examination of retail
trade, | visited theCora hypermarket to ask questions — on the one handbutahe
changes in customer demand and trends — on the lodine — about their relationship
with the suppliers. | reckoned that besides theehyarkets, the hard discount stores are
also significant, so | carried out the next coraioh with the Aldi Hungary’s
representative in Debrecen. The interviews witthlyetail chains enriched my primary
research data with useful information about consspe®nsumption patterns and about
the negotiations with the suppliers. | expanded réttail trade circle by visiting the
Agri-Coop Ltd because in my opinion, the domestic representative also important
at this supply chain stage. In contrast to the iptes/retail chains, the Agri-Coop Ltd’s
peculiarity is that it is involved in the swine siypchain from the purchase of live pigs,
through their slaughtering and the manufacturiragess, to the sale of the products. In
my view, these 3 retail stores illustrate well @hdw the different sides of the domestic
retail trade operations. In the analysis of prooes$oo, | aimed to examine various
operating systems. That is why | visited thac-meat Ltd which is dealing with
slaughtering exclusively and then an enterprisdirdpavith slaughtering, cutting and
product manufacturing as well, for example erogmeat limited liability company.
Among the latter there are some that are sellisg & their own shops, some are
supplying multinational companies with private lapeoducts, but there are some that

are present with their own commercial brand in diregompany.



From the perspective of raw material supply, thaasion is different too. There are
such processors that get their swine supplies basedlong-term contractual
relationships and there are others in the samplegtt it through a co-operative. When
examining the producer side, the swine breederg whosen according to the same
principles. In the sample there are producers wmialler and larger sow herd, even a
traditional small-scale producer. Because of the maaterial production, it is important
to ask the breeders as well. Therefore, | interewhe president of tHeSE (Pure Pig
Breeders’ Association) about the general opinion Hungarian genetics and the
situation of their advocacy. With his help I cogjett to know the work and goals of the
Pork Lobby too. The information gathered with the help of @ypchain actors
supported the strategic analysis whose structursists of six main parts. These

content items can be summarised as follows (Fitjure
>
>
>
>
>
>

Vision, Mission

Formulation of business mission and vision

Analysis of opportunities and threats of the exteral economic environment
Determining the internal strength and weaknesses

Recording long-term objectives

Developing alternative strategies

Choice from among alternative strategies

Factors of Macro and Micro economics

Int | fact
SWOT ne?;;rl‘:at?:nor IE'mat rix

analysis matrices
External factor Developing alternative Choice from among
evaluation strategies alternative strategies
matrices

Figure 1: Structure of strategic analysis

Source: Own edition



Table 1: Enterprises of primary research

Enterprises

Discont

Hipermarket

Hungarian
Retail Chain

Slaughtering

Slaughtering and
product
manufacturing

Breeders

Fattening

Trade
Union

FSE

Agrar-Coop Ltd

X

X

Aldi
Magyarorszag
Lid

Cora (Debrecen)

Lac-hus Ltd

Doroghus Ltd

META Mg-i Ltd

Héd-Mezégazda
Ltd

Fioracs Ltd

Bold-Agro Ltd

Hajduszovati
Sertéstelep
Hasznosito Ltd

x| X[ X|X

Dan Farm Ltd

Agroprodukt
Ltd

| X

Tedej Ltd

Alfold Pork
Trade Union

To6th Laszlo
primary
producer

Fekete Balazs
FSE

Sources: Own edition




The swine verticum specific factors revealed thioutdpe primary research are
systemised in the SWOT table according to the geatsin the vision and mission
statements. Then, the factors describing the iateamd external environment are
grouped in matrices, respectively. For the inteffiaator evaluation matrix (IFE) 45
sectoral characteristics were used and for themadtéactor evaluation matrix (EFE) 33

factors.

Vision and Mission:

The vision expressed by me involves loyal societypsciming domestic pork and
prospering producer layer which is capable of masgothe pig herd involving new
producers in the sector thus increasing its seaiglificance.

Starting out from this, my mission statement isadews: the loyalty towards domestic
pork should be strengthened in the Hungarian coeswsociety, i.e. a consumer base
purchasing Hungarian pork should be establishecthwhightly insists on domestic
quality and taste. It is justified to reduce thecamt of imported pork, thus giving
opportunity and space to domestic producers. Assadtep, the production’s income
situation should be improved at all levels of thp@y chain, laying the foundation for
competitive production by more efficient productiand lower first-cost. Next, such
product assortment is to be created which fullyegthe Hungarian pork consumers at
home and abroad and which is — last but not leasgirthy of their trust.

For the compilation of matrices the factors shdadd-anked according to the objectives
set in the vision statement — using a method pteden the course of processing the
literature — based on the fact which factor afféletsr implementation the most. For the
grouping of factors Guilford’s weighted scoring t®ya was applied. The procedure
consists of pair-wise comparisons. This should deied out when we have to handle
multiple evaluation factors and their importancel aveight differ. The weighting of
different evaluation factors can be distorted byjactive biases. A more reliable
evaluation can be provided by applying mathematigathods. In this case, the result is
reduced to preference decisions between paired leiqpeats. By this token, the
weighted score is determined by comparing the ewali factors pair-wise and
choosing our preference which we consider more mapb and by evaluating these
decisions (KINDLER-PAPP, 1972). The method’s fetp is the formation of pairs.

From the evaluation factors all possible pairs nhesttormed. In the case of the IFE



Matrix 990 pairs, in the case of the EFE Matrix §#28rs were arranged in preference
system.
In case of Internal factors:

(m-1] 45 (45—-1) _

Numbers of pairs = =2~ = 222"~ = 990
In case of External factors:
Numbers of pairs = 224 = 2 @370 _ gog

m = factors
The evaluations are summarised in a preferencexr{@ppendix 2). In the rows and
columns of the preference matrix the evaluatiorioi@care included. The evaluation
factors included in the rows are compared to thesan the columns. When the factor
in the row is preferred to the one in the columrng Bssigned to it, where it is at a
disadvantage, 0 is assigned to it. Thus, the numibEs in a row means altogether how
many times the given evaluation factor has beefepezl. The value in the columns
shows the number of disadvantages. The sum of ascolumns should be (m-1) for
evaluation factofa). As a next step a consistency test was carriedim@t consistency
test the decision-maker’'s consistency is asse$3&e. decision is transitive if;FF,,
F.>F; and >F3.) When the consistency index was calculated, threber of cyclic trio
was determinedd). The grading is inconsistent if the principle ddrtsitivity: R>F,,
F,>F; and F>F; does not apply. In the matrix we compodas evaluation factor than
Y& (KINDLER-PAPP, 1972). Théa) evaluation factor shows the number of cases
when the examined factor was preferred to the sther

* We determine the number of inconsistent cyclicst(d) based on the following

relation:

In case of Internal factors:

g = mim-D@m-1) Za® _ 45 (45-1)(2045)-1) 29370 _ 0

12 2z 12 2

In case of External factors:

d= m (m—102m—1) za® _ 33 (33— 1)(2(33)—-1) 11440 _ 0

12 2z 12 2

Based on the formula’s result during the groupihdaator no cyclic trio was formed,
which means the transitive preference arrangemeiniciple applies. The factor
preference process was done consistently. Only thiite can Guilford’s weighted score

be calculated, which can be described by the fafigiormula:



In case of Internal factors:

¥, pi =22220,03.....0,99

m

In case of Internal factors:

With the help of Guilford’s weighted scoring systehe 45 factors could be ranked
based on the generated weighted scores while kgé#pentransitivity principle. In order
to be able to include the factors in both the erdkrand internal factor evaluation
matrices, according to the EFE an IFE matrix dgu@lent rules, | numbered the factors
and reassigned weights to them between 0 and thdosake of adequate separation of
the factors’ relative significance in the followingay. The most important factor was
assigned number 45, while the least important oag assigned number 1. In the next
step, the sum of the ranked factors’ numbers (48% wetermined. This method is
similar to the method of using the number of yedrdepreciation description.

FitFo+FstFytFs+ R+ .. ... +F45=1038

2. Fi=Fioss ife [1;45]

i=1
F1= The last factor
F45= The first factor
Amount of 45 factors =1038
Calculating the distribution ratio, | divided thgyificance indices assigned to factors
by 1,038. Thus, the given factor’s value was deteeah the sum of which is the total

weighted score, 1!

F1l

F1 siiy= — =0,00096
F2 say= —— =0,00192
F3 say= % =0,00289 45
Y Frae =1
@ > - i rate
Fas say= —— =0,04335
_



In the case of the EFE Matrix a similar method veaplied, involving 33 factors
altogether. For 33 factors the arithmetic sum wai Bhus the above-described formula

was slightly modified as following:

FitFotFstFatFstFeth ...+ Fss=Fse1
> F=Fsa iE[1;33]

i=1
F,= The last factor

F3s= The first factor
Amount of 33 factors =561

F1 suly— —— —0 00178 TN
F suly— —0 00356
Fs suly— —0 00534 45

> > Firae=1

@ -

In the next step, | corrected the ksvalues by the ratings assigned to each factor, thus
| developed the matrix’s weighted scores betweandl4.

By examining the weighted scores of the two masrican it be decided what strategies
may be applied. In choosing and developing thetegiya the IE Matrix (Internal-
External Matrix) can be used, because this orgarilse two matrices’ weighted scores
into one. Even though, the above-described metbadists of a highly complex series
of steps, carrying out these steps may yield aiethiind standardised result in each
stage of the supply chain (excluding any conflaft:nterest). The results show that due
to the sector’s hopeless situation, it is worthgomsider how it is possible to maintain
the domestic pig industry, under the present cistancesThe total weighted score

of the Internal Factor Evaluation Matrix is 2.226, while that of the External Factor
Evaluation Matrix is 1.937. Thus, according to thelE Matrix (Internal-External
Matrix) with reference to strategies, the proposedtrategy is slow withdrawal. The

result is thought-provoking. Therefore, we havefitm solutions how to reform the
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Hungarian swine industry, since sustainable pradonctannot be continued on the
long-term with such indicators and features. Thatly, after quantifying the problems
SWOT analysis was performed, then in order to a®atiie problems, problem tree and

objectives tree assessments were applied.

3. Key Findings of the Dissertation

During the SWOT analysis, | categorised the facw@ifecting the swine verticum
according to strengths, weaknesses, opportunitiéstiareats. These grouped factors
were assigned to the examined supply chain stagesimption, foreign market and
trade, processing and production). With the helphef SWOT analysis the factors
determining the verticum at present and in ther&utwill be clearly shown. When
compiling Table 2, | arranged the studied marketdis in the first column and | started
with examining the consumption. The next four cahsndemonstrate the advantages,
disadvantages, opportunities and threats, resgdgtiVhe following examination point

was the analysis of the situation of foreign mad trade.

Next, the situation of processing was shown, foddvioy that of the production. Within
the production three subsections were createchitosake of traceability, one being the
herd and concentration, the other genetics andhire the land situation. In each case
the rules of SWOT analysis were taken into accoantording to which for the
advantages and disadvantages the current sechanaoteristics were collected. While
in the case of opportunities and threats the eatefactors occurring or possibly
occurring in the future were grouped. With this newethodological approach |
categorised the factors affecting the verticum asghesupply chain stage, thus giving

clear aid for understanding and solving the prolslem

The preparation of a fully comprehensive SWOT asialgf the verticun{Table. 2)is

not an easy task, especially if the objectivesraefiin the vision and mission are
strictly adhered to. The fact that the researchinie consuming also endangers the
accurate classification, since defining the presemnt the future may be unequivocal a

given day but the future may become the preseatvireek or in a few months causing
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incorrect classification in the SWOT analysis. Eifere, continuous surveillance was
necessary because a certain change might haveno#d the conclusions as well.

Apart from the SWOTanalysis and the environmental evaluatiomatrix, as next the
swine verticum’problem tree and the problem tree’s inverse, thigectives treewere
compiled. This is such an action plan which introgki a strategy applicable to the
sectoral level. In our institute several reseaednts are dealing with sectoral analysis
and project generation, as part of these, withlpraliree and objectives tree analysis as
well. Within the Baross, Gabor project, the probleees and objectives trees of several
sectors — among them the swine sector — were cedhlly the department staff
(SZUCS, 2007). Therefore, before introducing the vartits problem tree and
objectives tree | have to refer back to the anedytimethod described in the

methodology section.

Accordingly, the novelty of the here applied stgateanalytical method lies in the fact
that the factors affecting the verticum gatheredindu the primary research are
categorised according to the objectives set odhenvision. Firstly, they are arranged
into external and internal factor evaluation masidhen they are standardised and
quantified using Guilford’s mathematical methodorirthe result of these an IE Matrix
was developed. Along this train of thought wasghaeblem tree compile¢Figure 2) in
which the factors causing the most severe comypetiisadvantage are included. These
factors can be accounted for the low results ohlibe external and internal factor
evaluation matrices which mean the strategic datisif “slow withdrawal.” At the

lowest level four reasons were identified as thea® of the problem:

* Lack of capital,
» the separation of ownership of land and stock-farnmg,
* the lack of marketing

» the continuous changes in consumer habits.
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Table 2: SWOT analysis

Strength

Weakness \

Opportunity

Treath

Market factors

PORK

Consumption

1. Tradition in the diet.
2. High quality,
delicious raw material.

1. According to its current
position pork is rather unhealth)
old-fashioned, strongly
masculine, boring product rich i
fat and cholesterol.

2. Frozen pork is not accepted
all.

3. The seasonality harms the
competitiveness of processed
goods.

4. Lack of marketing.

1. Product development, with
yappreciable innovation
success could be achieved.
n2. Trust can be increased by
applying valuable trademark
aB. Less processed meats an
meat products can be again
popular.

4. The demand for products
smaller package may
increase.

5. The premium products’
consumption shows
continuous growth.

6. Strengthening conscious
consumer behaviour.

7. Strengthening Mangalica,
as “hungaricum.”

by the proliferation of
healthy diet.

2. Introduction of low-
squality imported goods.
d3. Apart form China, other
large pig producing
countries increase their
rproduction and export (the
USA, Brazil, Canada).

11. Decline in demand cause
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Export-

Import
In the export the highly| 1. For preparation of processed 1. Domestic pork prices can | 1. Epidemics, animal
processed products havgoods usually cheap and lower| reach at worst up to the diseases may occur.
higher proportion. quality pork is imported. import prices increased by | 2. Strong fluctuation of
2. Transportation is complicatedtransportation costs. prices in the future.
between producers, processorg 2. Restoration of the 3. Rotation of political
and retail trade. Hungarian products’ governance.
3. Continuous constriction of | reputation abroad. 4. The traditional means of
markets. 3. Establishing long-term market protection may be
4. Inflexible Hungarian meat | contractual relationships difficult to apply even in the
industry. abroad. future.
5. Lack of communal marketing.
6. Lack of sectoral strategies.
Trade

1. The product
distribution is much

more profitable than the

sale of fresh meat.

2. The ratio of
commercial brands of
meat products has

reached 29% in the firs

half of 2008.

1. Due to the domestic meat
2industry’s technological lag eve)

standard consistencies have

higher production cost than in

the developed West.

2. 20-25% of the carcass meat
t sold illegally.

1. Customers are increasing

looking for sliced, packaged
nmeat.

2. About high value added

products decision should not

be made by the Codex
iAlimentarius Hungaricus.

yl. The ratio of commercial
brands in the supermarket
chains will increase in the
future. Thus, the industry
will become faceless,
increasingly vulnerable and
will create competitors by
itself.
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Processing

World famous brands.
Pick, Gyulai, Hertz

1. Lack of long-term contracts.
2. Besides their positive feature
the BESZs (Procurement and
Sale Cooperatives) are negativ
due to their members’ individua
sales.

3. Unpredictable slaughtering
raw material procurement.

4. The slaughtering capacity
utilisation is below 50%.

5. The capacity of the
slaughtering and the product
manufacturing lines are not in
harmony.

6. Low technological level.

7. Inefficient use of manpower.
8. The processors do not
represent the sector’s interests
9. Lack of specialisation.

1. For the processors in the
sshort term producing some @
the raw materials themselves
emeans a breakout point.
| 2. Technical development.
3. Production of functional
foods.
4. Sectoral collaboration.
5. Ongoing research-based
development.
6. Mangalica as hungaricum

1. The processors are
fincreasingly turning to
5import raw materials due tg

unpredictable raw material

procurement.

2. Extra energy costs cause¢

by climate change.

3. Environmental protection

regulations.
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Production

1. Genetics

1. The fattening period
shortened by 15 days.
2. The specific feed
intake has reduced,
which means 30 kg fee
saving per pork.

1. Radical drop in the breed
renewal.

2. Mainly the producers’ own
fattening flocks are used for
drestocking.

3. The farmers do not use the
breeders’ work.

1. The Danish method can b
a good example.

2. Structure of
production,
slaughter animal
production, meat
production,
animal welfare.

1. The pig herd’s
concentration has
started.

2. High quality animal
health.

3. Grain-producing
area, forage available.

1. Smaller plants disappeatr,
some of the breeders give back
granted support of already won
tenders due to lack of sufficient|
own resources.

2. Low technological level.

3. Slurry placement.

4. High production costs.

5. Black economy.

1. Technical development.
2. Use of good genetics.
3. Effective consultancy
network.

1. Risk of epidemics.
2. Disappearing small-scale
farmer layer.

3. Land, feeding,

environment

1. The national and EU
environmental standards cause
major competitive disadvantage
for large-scale stock-farming
plants because farming and
agriculture separated.

2. Lack of owned land.

3. Low production indicators.
4. Lack of producers’
cooperation.

Forras: Own edition, based on primary research
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The next level is the result and consequence sktheasons. From this sequential network
it is easy to see that the problem is complex, dactor influences some other factor’s
development or occurrence. That is why it is im@otrtto see the reason for the sector’s
backwardness as a whole, since by handling onerfacithing will be solved yet. We
have to tackle the problems one at a time thusreplthe whole issue step by step. If the
basic causes are examined, it can be seen throbghkind of competitive disadvantage
causing factors do we reach first the deterioratbbnnternational competitiveness, the
central problem. The additional effect of thishattboth the work and successful operation
of swine verticum related sectors can be questiosigch as that of the processing industry
or feed manufacturers. The loss of market resultiogn competitive disadvantage may
cause business closures. Moreover, it can be skah situations generated this process.
The consequences of the — over the years accumdudéek of capital and owned land are
the production’s low technological level, insuféat genetics and breeding technology and
the lack of production by economies of scale arat tf the resulting specialisation. It
directly follows that the sector’s creditworthinessweak, it is continuously struggling
with liquidity and financing problems, so it doestrhave possibility for development,
investment, product development and innovation (B@A2003). These, however, would
be essential for adherence to the Cross Complisagrgrements. From its own resources
no plant is capable of building the technologiesessary for standard operation. The
production indices fall short in comparison todtsnpetitors, among other reasons because
we are producing on high first-cost. There is nitaboration and unified sectoral strategy.
All these competitive disadvantages lead to théosscloss of market both on domestic
and foreign markets. These problems are aggravayednfavourable macroeconomic
conditions (excessive taxes and other levies, faed charges). Official fees and
compliance with animal welfare and environmentahdards is also a major burden on the
sector's members. All these factors combined hasgelted in flourishing black economy
in Hungary. This applies to both the employment ahd proliferation of illegal
slaughterhouses as well. According to my estimatédn thousand tons of pork is
untraceable and uncontrollable in the supply chainder these conditions it is very
difficult to meet changing consumer habits andatis§y the market demand, while from
the retail trade’s side the pressure and the dpusdatal urge are constant. We are not
always able to meet these expectations, so ofteriotieign suppliers take precedence in
our homeland. In contrast to them, domestic suppbee many times unable to meet the

demand of larger retail chains. Adequate amouhbaiogeneous products and appropriate
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guality are lacking. To make matters worse domestitsumers are under-informed. With
the aid of marketing tools consumer loyalty towardismestic products could be
strengthened and also the flow of information betwstages of the supply chain could be
helped. These problems cause the herd’s contindecr®ase, the feed industry’s decline,
the processing industry’s uneasy operation andiéoeease of the number of workplaces
in the supply chain stages. The problem tree anectibes tree method is well suited for
multi-level analysis of problems; therefore it hmesen applied by several research groups.
Nevertheless, in this context and in the methododd@pproach of strategic analysis it has
been applied for the first time.
After the problem tree had been compiled and thaydeausing factors had been outlined,
the verticum’s objective structure was preparedyfe@ 3). As strategic objective the
development of a competitive swine verticum wa®eined, while the specific aim was
defined in three target points:

Establishing supply chain stability

Improving production efficiency

Increasing added value

In case these set goals are achieved, there ipitg$o increase the Hungarian pig herd,
to enhance output and supply, to improve the addadk, to create jobs, to use resources
rationally and through all these to improve contpetness. In order to create domestic
and international market stability, professionav@zhcy and enhancing of concentration
are necessary in the whole verticum. By establglairconscious supply chain marketing
the verticum’s external communication can be impobwand the number of customers
loyal to domestic products can be increased. Algmg-industry conflicts may be removed
and integration developed. Black economy can beietited through closer cooperation
with the authorities. The improvement of profitatlyilcan be achieved primarily through
the increase of sales price and the reduction adymtion cost. For this it is indispensable
to improve the natural efficiency indices, to reglisnd to rationalise administrative fees,
and by unifying interests the expansion of prodassortment, the strengthening of
“hungaricums” and the improvement of bargaining ifi@s are also possible.
Developments and technological renewal are necessarboth the production and
processing. The product line should be expandelidiyvalue-added products otherwise

we cannot be competitive in mass production.
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E Domestic swine production’s continuous : The work of feed producers and the food
Increase in unemployment w

decrease industry are unexploited
A A A
Weakening of international competitivenes
t ] 4 4
Domestic and foreign opinion of the supply chain ifow [-/ Sectoral market loss ]
t . f t
Weak enforcement of interest 1 Unstable foreign trade balanc: Falling short of competitors
A A A
Long-term unstability in the swine verticum due tolack of sectoral strategy §
— . T 4
[egiease in constmpion Lack of resources for state Production effectiveness indices are lo
* * guarantee and protection (low prices, high first-cost)
Loss of foreign and domestic market  Lack of customer loyalty l of supply chain interests A
A A Lack of innovative developments, technological daghe
In Hungary there is no market protection },\» A expense of the verticum’s income situation
Loss of state revenues T A
3 * * A A For investment support and
Retgll trac_zle_ pressure, weak Import pressure w llegal Flourenih Pressure for development and for pre-financing there is not
argaining position investment i
g agp slaughtering, black enough owrcapital
L L A L problemsin = economy * *
False Lack of - . High animal health Unprepared to keep the Continuous financing problems
beliefs collaboration  Lack of competitive high prices Cross Compliance
about pork among added vlaue products T T — X -
consumption members of ~ Lack of tracking * ; :
the supply chai T (electronic database) Low Lack of High feed Banksector distances
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Figure 2. The swine verticum’s problem tree
E Source: Own edition based on Nabradi, 2007; Bitgh&ovacs in: S#ics, 2007.
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20

Figure 3. The verticum’s objective tree
Source: Own edition based on Nabradi, 2007; BittKeracs in: S#ics, 2007.



4. The New and Innovative Results of the Dissertation

» It has been proved that the hereby applied metfardstrategic analysis — which had

been used only on corporate level before — canxbended to the sectoral level as
well. Thereby, | expanded the range of methodsablét for agricultural sector

analysis and planning.

As part of a new methodological procedure the secexternal and internal factor
evaluation matrices have been compiled. These summarise and organiseai
hierarchy the factors most affecting the sectoompetitive chances and they quantify

these factors. Through the matrices, the first bypsis’ validity has been proved.

In order to be able to make comprehensive straj@giposals — using the results of
the external and internal factor evaluation masrieethe analysis of the sector’s
problem tree was carried out. This reveals thosdblpm triggering causes which
resulted in the matrices’ low value (4 factors)danwas set up in such a method

which allows for lateral problem analysis.

The Producers Association’sadvantagesand the obstacles in its spreadindnave
been explored. In the literature published so ¢aeation of producers associations
was mentioned several times as a proposal. Nevesthenobody has formulated the
points which are in need of improvement or recagrsition in order to make it a well-

functioning system.

5. Practical Utilization of the Results

In the range of domestic swine sector researchesmbrk supplies a deficiency as it
provides a comprehensive, competitive market arategfic analysis on the supply
chain level. Especially, because during its pregiamahe sector and market members

participated in it with their opinions and experen

The results of my dissertation contribute to get@equainted with the swine sector’s

current situation, its future prospects and tasks.
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The task force which has developed the currenipmait level strategy for agriculture
including stock-raising used some parts of thisetlistion for the preparation of the

new agricultural strategy under negotiation.

It may provide guidance for the swine sector mesioesolving their already existing
or future — yet unknown — problems, by making theesgenceprocess of problems

traceable and by allowing for intervention in sotases.

Moreover, the dissertation’s results may also lezlus education: the subject entitled
Strategic Management at our university is based among others — the here applied
method. In addition, subjects dealing with econ@@ind competitiveness may collect

examples for practical illustration of the coveredterial.

A new perspective on sector analysis has beendumtexl expanding the existing

methods for sectoral analysis and planning.
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Appendix 1
Guided Questions of the In-depth Interview with Pralucers

1. Issues about the production of raw materials

» What are the characteristics of production (efficie indicators, applied genetics
background) in the plant?

» What is your overall opinion of the situation ofoduction, regarding especially the
technology, capacity utilization, the performanéel@mestic genetics and feed supply
and its price?

» What is your opinion about the official system (aal healthcare, environmental
protection)?

» Do you have contractual relations with processarsamperatives? What are their
advantages, disadvantages?

» How can you enforce your will on the upper levelghe supply chain, what is the
bargaining position like?

» What do you think about the domestic advocaciestajng system?

» What is your opinion about the black economy armdt#x system?

2. General opinion of the verticum’s situation
» In your opinion, what caused the pig stock’s dradécline?

» What do you consider to be the opportunity for ioyamng competitiveness in both

your own production and in the whole verticum?
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Appendix 1/b

Guided Questions of the In-depth Interview with Pracessors

1.

2.

Issues about processing

YV V VYV V

vV VY

>

What is your general opinion about the productisiteation, with special regard to
technology, capacity utilization, the domestic proer’s discipline in delivery and
raw material supply?

Do you process live pigs or pork imported from otB& or non EU countries? If yes,
what is its reason?

What is your opinion about the official system (aal healthcare, environmental
protection)?

Do you have any contractual relations with prodsic&ooperatives or even retail
trade? What are their advantages, disadvantages?

How can you enforce your will on the upper levelghe supply chain, what is the
bargaining position like?

What is your relationship with the multinationalai chains like?

Do you have feedback from the retail trade abostauer demand?

Can you adjust the production and the producttlinehanging customer needs?

Do you produce private label products for any mmaftional company and what is
your opinion about private label products?

What do you think about the domestic advocaciestrajing system?

As you see, is it feasible to spread the “Hungapesduct” label — which is at the
moment under negotiation — in the verticum?

What is your opinion about the black economy armdt#x system?

General opinion about the verticum’s situation

If the domestic raw material production and suppére satisfactory, would you still

import raw materials from other countries?
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Appendix 1/c

Guided Questions of the In-depth Interview with theRetail Traders

1. Relationship with other members of the supply chain

2.

YV V V VYV VY

What is your opinion about the Hungarian suppliers?

Do you have long-term contractual relations withnt?

Does the information flow between the stages oftigply chain work?

Can you adjust the product line to changing custameeds?

Do you produce private label products? What is yopmion about private label
products?

As you see, is it feasible to spread the “Hungapesduct” label — which is at the

moment under negotiation — in the verticum?

Consumption and customer habits

How would you describe the Hungarian consumer $gtie

In your view, what changes have occurred in custatemand over the past 2-3
years?

What kind of processed products have a future ur yeew?

In your opinion can quality and the Hungarian prcidabel justify the product price

in the Hungarian consumer society?
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Guilford matrix

Appendix 2.

Guilford féle modell
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