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Abstract In 2004 the total production of reindeer meat wasud 2.5 million kilos in Finland. About 1.8 milio
kilos were sold to consumers through the retaitingatering sector. The reindeer owners consun=ugalves
or sold directly to final customers about 0.7 roiflikilos of meat. The majority of reindeer meatqassors were
small enterprises. They employed less than fivesqgres and the turnover was modest. Large companges p
cessed most of the reindeer meat. These companliggeindeer products like other products to naticie
retailing markets. Reindeer meat was sold most conlyras frozen meat. The main product was frozexed!
reindeer. The majority of the processed reindeesitmas sold to consumers through retailing. Theoetxpf
reindeer meat was of minor importance to the prmss At the moment reindeer meat is a sourceveliiood

to a small and skilled group of professionals. Bear meat could be processed and sold more efféctiv well
paying niche markets by improving the cooperatietwleen the companies.
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Poronlihatuotteiden markkinat Suomessa

Tiivistelma Vuonna 2004 poronlihaa tuotettin Suomessa ngh rRiljoonaa kiloa. Vahittdismyymaloéiden,
suurtalouksien, tukkuliikkeiden ja jalostusteollisien kautta myytiin kuluttajille noin 1,80 miljocaakiloa
poronlihatuotteita. Poronomistajien omaan kayttgennyt tai poronomistajien suoraan kuluttajille ryyy
poronlihamaara oli noin 0,7 miljoonaa kiloa. Lihalostajille poro on niukka raaka-aine, josta vatetsan
arvostettuja tuotteita erikoislihamarkkinoille. Yuolet poronlihaa jalostavista yrityksistéa on séettu 1990-
luvulla tai sen jalkeen. Naistd suurin osa on g@ieyrityksista, joille poronlihanjalostus on tarkeisimiala.
Pienten yritysten kilpailukyky perustuu lahialueehtankittuun raaka-aineeseen ja ne ovat yleenkdéisttineet
lahimarkkinoihin, omaan tuotteistoon tai r&atalgity asiakaspalveluun. P&&osa poronlihasta kasitelldd
kuitenkin muutamassa suuressa lihanjalostusyriggdéejoille poronlihatuotteet muodostavat useim yaenen
osan yrityksen liikevaihdosta. Seitsemdn suurintatystd kasittelee 80 prosenttia poroista. Suuret
jalostusyritykset myyvét tuotteensa valtakunndlésvahittaiskauppamarkkinoille ja niille porolihaitteet ovat
tarkeitd yrityskuvaa vahvistavia erikoistuotteitdain runsas kolmannes poronlihasta jalostettiintyisissa,
joissa paatoimialana oli poronlihanjalostus. Pah@d kasittelevien yritysten kokonaisliikevaihta obin 79
miljoonaa euroa vuonna 2004. Poronlihan jalostukesnus oli siitd noin 16,5 miljoonaa euroa. Jak®stu
tyodllistdd kaikkiaan noin 120 henkea. Poronliha dégn useimmiten pakasteena. Lahes puolet kaikesta
jalostetusta poronlihasta on pakastekaristystatadsa siita myydaan Kkuluttajille vahittaiskaupanutiea
Poronlihajalosteista noin viidesosa on tuoretutattedsimerkiksi raakapaloiteltua lihaa, paistiafiteitd. Saman
verran poronlihaa myydaan savutuotteina. Padostiron kylmasavutuotteita. Vahittaiskaupan keskiityen,
markkinoiden segmentoituminen ja kulutustottumustemuttuminen asettavat uusia vaatimuksia poronlihan
tuottajille, jalostajille ja kauppiaille, mutta luat myds uusia mahdollisuuksia koko poronlihandantdketjulle.
Talla hetkella rajallisesta raaka-aineesta hangkintonsa pieni ja ammattitaitoinen joukko tointggijoiden
yhteisty® on viela kehittymatonta. Yritysten véadisthteistyota ja tydnjakoa tiivistamalla voitaispreni raaka-
ainemaara jalostaa ja myyda entista tehokkaammiimhgaksaville markkinasegmenteille.
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Introduction

Finnish food market has changed rapidly duringldlseten years. Formerly the domestic primary pro-
duction was tightly protected with national prodantsubsidies and high custom tariffs but when
Finland joined the EU it adapted the EU trade amutifpolicy. The production conditions of the Fin-
nish food industry changed considerably. The poicile raw material dropped to the same level as in
other EU countries and simultaneously the competibecame harder as the trade barriers between
the EU countries were abolished (Vetkal, 2000).

The ongoing concentration and internationalisaprocessehave led to structural changes which
have had a direct influence on food processingstrgu/Anon., 2001; Niemi & Ahlstedt, 2006). The
role of the retailing sector has become strongerirg the EU membership the margins of the food
prices have developed unevenly: the margins ofdtadling sector have increased, the margins of the
processing industry have remained on the same Veveteas the margins of the primary production
have decreased (Niemi & Ahlstedt, 2005).

The market of reindeer meat has also had testatijuhe fast changes in the food trade. The géner
price level of most common meat products, suchess br pork, has decreased considerably. New
exotic meat products have been launched to theenarld some of them are very competitive with a
relatively low price level (Statistic Finland).

However, the major impact on the Finnish reimdearket was not caused by the EU membership
but by Norway, another producer country. In 1995wy lowered the custom tariffs of reindeer
meat, which increased the export from Sweden anidrid. The growth in trading normalised the pro-
ducer prices in the Nordic countries: in Sweden agpecially in Finland the prices rose while in
Norway the producer prices went down (Reinert, 200Brway started to restrict imports again,
which led to reduction in imports. As a consequetioe producer price in Finland fell by about 30%,
because the supply increased by about 30% in 2004.

The profitability of reindeer husbandry collagséut the preconditions of the processing industry
improved due to cheaper raw materials. The reindeerers established companies or cooperatives
and started to process reindeer meat. The reirdesgrs as well as new companies began to explore
new selling channels.

In 2004 the total production of reindeer meas whout 2.5 million kilos. The annual consumptien i
about half a kilo per Finn, which is less than pee cent of total meat consumption in Finland (Fin-
food). The aim of this study is to describe thendeler meat processing and the market structure. In
addition, the processors’ opinions and perceptimagpresented.

Material

The data was collected from those reindeer meatepging companies which were approved by the
Finnish Food Authority and which process more ttvam hundred carcasses per yed@he slaughter-
houses were excluded. The data was collected tsppak interviews from 39 companies at the be-
ginning of 2005. Four companies refused to giveaitkt information on their selling. Therefore
results of processed and sold quantities are basélae information received from 35 companies. The
study concerns the year 2004. Total meat quangtesonverted intaeight with bone included.

Results

Description of the processing companies

The total turnover of the reindeer meat processmgpanies was about 79 million euros and the
reindeer processing accounted for about 16.5 milioros. The majority of the reindeer meat proces-
sors were small enterprises. The turnover of oird tf the companies was less than 100 000 euros.
Only eight companies’ turnover was more than liamlleuros and four companies’ turnover more

than 10 million euros.

Almost half of the reindeer meat was processgetthé companies whose main line of busingas
meat processing. These companies used mostly wthat in their processing and the reindeer meat
only covered a minor part of their turnover. Thenpanies focussing on reindeer meat processed only
one third of the total supply. About 80% of thendeer meat was processed in 20% of the companies.

! In addition data was collected from one Swedistmgany concerning the operations in the Finnish etark
Data was also collected from processing comgantéch didn’'t need to be approved by the authdrégause
their production is sold directly to final casters.
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Fig. 1. Processors divided by main line of busiressreindeer meat production.

The reindeer meat processing employed about 1Zdper The majority of the companies employed
less than five persons and many of them only hadesnployee. More than one half of the processors
were established in tHE90s. One fifth of the companies were establisheéde 2000s, but they pro-
cessed only 10% of the reindeer meat. Most of ¢hredeer meat was processed in the old companies,
established before the 1980s.

Supply of reindeer meat

The reindeer meat processors purchased aboutrisdtaeindeer meat which included about 0.2 tons
of intermediate products bought from other processim addition to this, the companies processed
about 0.17 tons of meat owned by other companiesimteer producers’ customers.

Most commonly the processors purchased meattljireom the reindeer owners’ association with
whom they had verbal agreements. Some of the caegaad also written contracts including details
on quantities of delivery and pricing based ondize class.

A half of the processors considered that thditguaf the reindeer meat is the most important-pur
chasing criteria. The local source of raw mateneds also considered important. The delivery reli-
ability and the price were considered importartecia only in a few companies.

Processing and selling of the reindeer meat prasluct

About 2.2 tons of reindeer meat was processed im@9viewed companies. The following results
and figures are based on the quantities of 35 coimpavhich gave detailed information on selling
and processing quantities. These companies pratabseit 1.87 tons of reindeer meat.
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Fig. 2. Sales of reindeer meat by product groupsatithg channel.
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Reindeer meat was sold most commonly as frozeat rand about 80% of it was frozen sliced
reindeer. Frozen sliced reindeer was mainly salduih the retailing sector. About 20% of reindeer
meat was sold fresh, mainly as fresh fillets orlsteThe sales of fresh meat products were quite
evenly divided between retailing, catering and fpooicessing industryAbout 20% of reindeer meat
was sold smoked, mainly as cold smoked products. fhivds of the smoked products were marketed
to the retailing sector. About five per cent watdsas ready meals and < 10% as preserved foods,
dried meat or sausages. These products were nmarketed to the retailing sector.

The Helsinki metropolitan area and northernddl were the most important market areas. The ex-
port of reindeer meat was marginal. Only small ant®wf the most valuable products were exported
to central Europe. The scarcity and expensivenessraeer meat made exportation more difficult.

The production capacity and the investment plarth@processors

The combined processing capacity of 39 intervies@upanies was over 350 000 carcasses per year.
This is about three-fold higher than the presenbwarm of processed carcasses. Over 60% of the
companies had overcapacity because of the gresprsaily of the supply, the insufficient demand,
the price level of reindeer meat or the marketesitun.

Despite the overcapacity more than one halfhef processors planned to increase processing
operations or product range. The smoking or frepfaailities were the most common investment tar-
gets. Some of the biggest companies were planoirigvest on automation or marketing. None of
processors intended to reduce production.

Processors’ opinions on market situation

There was no consensus about the competition ofirthemarket. One fifth of the processors saw
reindeer meat as a special product with its owfedihtiated market without any significant rivals.
However, majority of the processors regarded ingabftozen red deer as the strongest competitor.
Some of them considered that red deer is a thoethiet entire reindeer market but others felt that t
competition is confined merely to frozen sliced treaailable in lunch restaurants and grocery stores
Some of the processors saw domestic elk meat astrilvegest competitor, because during the last
years an increasing amount of elk meat has beeredsd to the market.

The opinions on small-scale processing weredilgrse. Many processors believed that small-scale
processing would become common, because the reimdaers’ interest and willingness have in-
creased. Some of the processors disagreed, artnanthe small-scale processing will decline due to
profitability problems. The increasing number obgessors will tighten the competition while the
small processors have to pay a higher price formaterial than the bigger processors.

Some small-scale processors were worried abodinfy time to do the necessary work. There is
simply not enough time for reindeer husbandryhd teindeer owner has to work as a meat processor
and marketing director. Some small-scale procegborgyht that unprofessional marketing could lead
to too low pricing.

Discussion

The reindeer meat processing companies can beedivido two groups. The first group consists of
big meat processing companies which process madsteofeindeer meat and market it to nationwide
retailing chains. The reindeer products have aroitapt role in building the arctic image of these
companies, although the reindeer meat covers omhnar part of their turnover. The other group
consists of small processors, whose strategy igtitise local raw material. These companies are
mainly focused on local market, special productgearor delivery and selling channels. Small
companies are often combined with primary productiown retailing stores, catering or tourist
activities.

Reindeer meat is a scarce raw material, the lguppwhich is limited by reindeer husbandry
regulations. However, the availability of raw m#eis a prerequisite for a competitive food inayst
Thus most of the reindeer meat is processed irtdhgpanies which receive the major part of their
turnover from other meat. The reindeer meat prassshave had to adjust both production and
marketing to the limited availability of raw matati There is not enough reindeer meat for mass
production; therefore a nationwide supply of spepraducts has been gradually increased with the
general development of the meat market.

The consumption structure has changed durintatiielecades. In the 1970s a major part of remdee
meat was consumed in the reindeer production émehg northernmost part of Finland (Kemppainen

82



et al, 1997). At present the consumption is highesthm Helsinki region. In order to extend the
market and to supply products to nationwide refiadlins, it is essential to increase the effectigerud
processing, delivering and marketing

The scarcity of raw materials offers a contpeti advantage to the processors in the reindeer
husbandry areas. The access into the businesebasimple to those companies which have focused
on own or local raw materials. For them the avilitgbof raw materials is assured and the limited
product has a permanent demand. The decline iprdticer price has encouraged primary producers
to invest in processing and to increase direcirnggetb final customers.

Nevertheless, many small-scale processorsvarged about profitability. Problems may occur if
the number of processors continues to increasé¢hanproducer price continues to rise. The tightgnin
competition could be threatening to small procesdmecause they are not able to buy raw matesals a
cheap as bigger processors and they cannot exidotcale of economy in processing or marketing.
Obviously the potential growth of the small-scaleogessing will be based on the increasing
cooperation within the processing companies or witter local companies in tourist or catering
business.
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