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structure introduced by the meat plants over

the last fortnight. The rationale of the new
regime is to get more in-spec cattle (sometimes
referred to as the Gold Box), and for most plants this
means steers/heifers under-30 months and
between 280-380kg CW. For the meat plants, the
logic is straightforward. The proportion of over 30
months (OTM) steers/heifers has been creeping up
along with the volume of heavier cattle over the last
year. These heavier, older cattle do not fit the
requirements set by most of the large supermarkets
and furthermore, their carcases are more costly to
process and the cuts are often unsuitable for retail
packing. The meat plants are being very stringentin
applying this new pricing structure and while
bonuses are available on in-spec cattle, deductions
are being applied to out-of-spec cattle. These
bonuses / deductions are described in the tables

THE dust is starting to settle on the new pricing

Table 1. Base Prices

Table 2: Specification for 8p/kg bonus over base price

More on the new pricing structure

below.

It is scarcely surprising that the meat plants are so
keen to correct any imbalance in the slaughter mix.
In some weeks in 2009 the proportion of OTM
steers/heifers in the weekly kill was as high as 30
per cent and the proportion of carcases outside the
260-400kg weight band was over 20 per cent. In
contrast, sources in GB state that the proportion of
OTM steers and heifers in its slaughter mix is around
two per cent. The question is, what impact will this
new pricing structure have on producer prices in the
short and long term?

The short-term impact of this is already becoming
clear. It would appear that there has been an
immediate impact on average prices with steer and
heifer prices up slightly. Furthermore, there are

E3 260-262 Grades Attracting Bonus ~ E3, E4L, U3, U4L, ; Steers / Heifers  Over 30 Months 10p
R3, R4L, 0+3
’ ’ Young Bullst Over 16 Months 6-10p
E4L 254-256 Weight 280-380kg 7
Under 30mth Steers / Heifers
R Under 260k 10
us 260-262 Age (Under 16mthfor 7 / Young Bulls nder 260Ke P
u4L 254-256 young bulls?) :
FQAS Yes 7 ff::i g/ :j'lfsers Over 400kg / 420kg?  10p
R3 254-256 Country of Origin UK Only? 6
No. of Farm Residencies 4 Max 9 All Deductions from Applicable Base Price. Most factories
R4AL 248-250 ’ paying base price for cattle between 260-280kg or 380-400kg.
*One plant paying bonus on young bulls 10ne plant not applying deduction to over-age bulls.
0+3 248-250 20ne plant paying bonus on ROI born cattle 2Three plants paying base price for 380-420p/kg.

some significant changes in the prices paid for
certain grades (see Cattle Prices below).

The longer-term implications are less clear. It is
worth reiterating that the new pricing structure
should be welcomed and that it ought to be a long-
term development that has the potential to deliver
an increase in average prices. However, this is not
the first time that there has been an incentive
designed to discourage overweight and OTM cattle
and in the past these schemes have become
progressively relaxed as cattle became scarce. For
this reason LMC will be using the price reporting
system to monitor the proportion of stock in the
“New Gold Box” and the differentials paid for those
cattle. This information will be reported in the
Bulletin.

Table 3: Deduction Specifications




Adjusting production to “get into spec”

NE of the key drivers of the
O higher proportion of OTM and

heavier cattle in the slaughter
mix up to present has been the
flattish payment structure employed
by the factories which was very
forgiving of out-of-spec cattle. With
the differential little or nothing in
many cases, some farmers, reading
these market signals, kept cattle
longer and pushed them into heavier
weights on the understanding that
“weight means money”.

Under the old system, the philosophy
of “weight means money” was at
best dubious as there was no
account taken of the production
costs required to produce heavier
cattle. At £1 a day to feed and
maintain a steer (LMC Conference
2004), it rarely paid to go to heavy
weights as the extra returns
invariably did not cover the extra

costs of adding further weight., each
extra increment of weight being
more costly to add than the last.
With the market now very clear
about what it wants, there is now no
doubt that putting cattle into heavier
weights is less likely to pay.

Consider Table 4 below. Under the
old pricing structure the farmer who
was pushing his cattle up to 430kg
CW, was getting an additional £109
gross than had he killed the animal
at 380kg. The logic of this did not
add up when you consider that it
could take a minimum of four
months to put on the extra weight at
a cost of about £120. If this
approach didn’'t make sense before,
it makes even less sense now with
increased costs, but a reduced
carcase value.

Regardless of the inefficiencies

Table 4. Prices and Carcase Values under the old and new pricing structures

Old Payment New Payment

Weight Price Carcase Price Carcase

(£ per Kg) Value (£ per Kg) Value

380kg £2.60 £988 £2.68 £1,018
430kg £2.55 £1,097 £2.50 £1,075
Differential 5p/kg £ 109 18p/kg £57

involved in the production of heavier
cattle, it is clear that some
producers now have cattle that the
market does not want. These
producers will be considering their
short-term options and ultimately
this will mean more shopping
around and exploring other options
such as export markets.

Some processors are indicating that
they intend this new pricing structure
to be long term. But even if it isn’t
and market forces determine that
the deductions and bonuses are
eventually relaxed (some processors
already appear to be relaxing the
overweight specification), producers
do not want to risk being in this
position again. In this respect
producers of heavier cattle should
be reconsidering their production
methods to benefit from the
efficiencies associated with finishing
younger and lighter cattle, as well
any bonuses they may accrue.

In the longer term producers will
need to pay more scrutiny to the
weight and age of their cattle so as
not to incur avoidable penalties.
Furthermore, they may also need to
reconsider the breed, sire and dam
of the cattle they stock with a view to
ensuring they keep cattle whose
optimal slaughter weight is between
280-380kgs.

Decline in ROI
lamb production

N NI in 2009 sheepmeat throughput is

considerably lower than in 2008. This

ongoing decline is a reflection of the
wider situation on the island of Ireland with
sheepmeat output in ROl also continuing to
fall in 2009.

From January to September, throughput of
sheep and mutton and lamb production in
ROI was five per cent lower compared with
a year earlier. Production in ROl has now
fallen for the fourth consecutive year. The
reduction in 2009 has been mainly the
result of the five per cent contraction in the
breeding flock in December 2008, reducing
slaughterings from April onwards. There
was also some fall in the carry-over of
lambs from 2008 for slaughter in the early
part of the year.

The heavy lamb reference price (i.e. not
lightweight lambs from milking flocks) to
date in 2009 in ROI has averaged the same
as a year earlier, at €361 per 100kg dw, in
spite of the lower production. The price in
both years has followed similar trends.

On the French market ROI lamb has been
in strong competition with British lamb that
has benefitted from the weaker sterling in
2009. This has coincided with subdued
demand for lamb in France because of the
economic situation there. Despite this, Irish
sheep meat exports in January-July 2009
were the same as a year earlier and even
increased to France. Export markets
account for over 70 per cent of Irish
production. s
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