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Production Efficiency Analysis of the Hungarian Meat Processing Industry
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This paper analyzes the performance of the Hungarian meat processing industry between 2011 and 2013 when many high-capacity meat processors went bankrupt. One possible reason for the same could be unfavorable market situation or inefficiency in production. In this paper, the latter hypothesis is examined. Two different types of production function estimation techniques are used to calculate firm-specific inefficiency estimates. Firm-level data collected by the National Tax and Customs Administration of Hungary is used for analyses purposes. Based on the estimation results, the lower bound of average firm-level efficiency is 0.33, while the upper bound is 0.67. Our results suggest that there is some scope for improvement. Results are similar to Spanish and Greek research studies on average production efficiency.
Estimated firm-level inefficiencies are compared to the characteristics of the given firms. Higher pre-tax profit and higher headcount number is associated with lesser inefficiency (i.e. there is a positive correlation between efficiency and profitability). Domestic or foreign ownership does not significantly affect inefficiency rates.



