
RECENT analysis of
Northern Ireland beef
prices shows that the

local deadweight cattle
market has a multi-tier
structure with cattle of the
same grade and specification
attracting a wide range of
prices.  Furthermore, the
analysis shows that over the
course of the last 10 years,
the spread of prices has
widened.  The message to
farmers is clear.  The price
paid does not depend only on
the quality of the cattle and
any associated premium, it
also depends on the seller’s
grounds for negotiation.  

In the last week of June 2013,
there were 568 R3 steers
slaughtered in Northern
Ireland at an average price of
389p/kg.   Of these cattle, the
top 100 attracted an average
price of  408p/kg.   The

bottom 100 attracted an
average price of 373p/kg.  

Even when we remove
premium (Hereford, Angus
and Organic) and out of spec
stock from the mix, significant
variation remains.  The
average price of 343 R3
steers is about 387p/kg, with
the average price of the top
100 cattle at 398p/kg.  The
average price of the bottom
100 cattle is 377p/kg.   

This is a substantial range.  It
highlights the fact that there
is significant upside potential
in the market for those
producers who are in a strong
position to achieve a good
price.  Specification is
obviously important and
loyalty bonuses paid to
producers delivering
consistent volumes of the
right cattle on a regular basis

will also come into the mix.
The importance to producers
of pricing around and
negotiating instead of being a
“soft-seller” should not be
under estimated.  

Business guru, Chester L
Karrass noted that “in
business ..... you don’t get
what you deserve, you get
what you negotiate”.   With a
wide spread of prices against
a backdrop of tight margins, it
is important for producers to
recognise the opportunity
represented by this spread.
This issue of LMC Quarterly
analyses these issues in
detail with examination  of the
spread of prices paid, some of
the reasons for the price
spread and producers’
willingness to shop around
and switch supply between
processors to get the best
deal available. 
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Over the course of late June
and early July, Northern
Ireland beef prices have come
under pressure.  Quotes fell by
4p/kg in the last week of June,
and by a further 4p/kg in the
first week of July.  In the
second week of July quotes
were down by a further 8p/kg.  

The initial impact of this
16p/kg reduction in quotes
was price decline for R3 steers
of about 8p/kg.  Figure 1
examines prices paid for in-
spec R3 steers and heifers
from the last week of May to
the first week of July.  It
illustrates the average price
paid for the top, middle and
bottom third of R3 steer prices
in those particular weeks.  

Firstly, it shows that a
significant gap remains in the
average price paid for top third
and bottom third of cattle -
even though these cattle are
ostensibly of the same quality
and in-specification.  

It also shows that prices have
come back for all cattle in the
analysis.  Prices for those
cattle attracting lower prices
appeared to fall at a slightly
faster rate when quotes
initially fell in late June and
early July.  

IMPACT OF LOWER QUOTES IN JULY

Figure 1. In-Spec R3 Steer Prices (Excl Angus / Hereford /
Organic) Week Ending 31 May - 12 July

Top, Middle and Bottom Third of Prices (Averages)



WIDENING FARMGATE PRICE SPREAD
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ANALYSIS undertaken by
LMC shows that there is
a widening spread in the

prices paid to producers for
finished cattle in Northern
Ireland.  

The analysis which is of R3
steer prices over a 11.5 year
period, is illustrated in Figure
2.  This chart shows the
average price paid for R3
steers on a weekly basis over
the period.  It also shows the
standard deviation on a
weekly basis.  The standard
deviation illustrates the
spread of individual prices
around the average.  A
widening standard deviation
indicates a wider range in
prices above and below the
average price.  

Figure 2 clearly shows that in
the last 11.5 years, the range
in prices paid has widened
significantly.  The standard
deviation in 2002 was 3p/kg.
In 2012 the standard
deviation was 11p/kg.  In
some respects it may be
expected that as the average
price rises, variation around
the average will rise in
tandem.   However, because of
the seemingly greater
potential for lower or higher
prices in the current
marketplace, it is worth
examining how this widening
price spread manifests itself in
the NI beef trade.   

Recent price analysis
Figure 3 examines prices paid
in the week ending 29 June.
The average R3 steer price in
that week was 389p/kg.
However, nine per cent of R3
steers that week attracted a
price below 375p/kg.
Likewise, nine per cent of
cattle attracted a price over
405p/kg.  Over 20 per cent of
R3 steers attracted prices over
395p/kg.  All of these prices
combine to make the average
price.  

If you consider the carcase
grade to be the main factor in
determining price, these
figures may come as a
surprise.  After all, the
classification grid is designed
to provide a transparent
marker of carcase quality and
yield by measuring
conformation and fat cover.  If
all these cattle are  R3 and
ostensibly of the same quality,
then why is there such a range
in price?

As time has  passed there
appears to be a widening
spread of prices within the one
grade.  With this in mind, it is
worth examining the factors
beyond grade that determine
the price.  

Differentiation
Differentiation has been a
important tool used by
producers and processors in
the finished cattle market.
Producers, processors and
retailers of Angus, Hereford
and organic cattle have
successfully differentiated
those cattle from other cattle
of the same grade and

specification.  Processors
differentiate between in-spec
and out-of-spec (which have
more restricted markets and
may be more expensive to
process) cattle. Very recently,
stiffer penalties on non-FQAS
stock has been a symptom of
greater emphasis on retail
specification and quality
assurance in particular. 

This differentiation is reflected
in Figure 3 below.  Many of
those cattle attracting the
highest prices (over 405p/kg)
will have been Angus or
Hereford which are currently
subject to significant bonuses. 

Some of those cattle attracting
the lowest prices will have
been out of specification.
They may have been non-
FQAS, over 30 months, too
heavy or too light or ROI origin
cattle.  

Negotiation
When it comes to ensuring
that you can get the best
possible deal from the factory,
they key is to provide them
with a product that is
attractive.  Where possible,
cattle should be in-
specification.  In the last week
of June, almost a third of R3
steers missed some criteria on

Figure 3.  Breakdown of NI Farmgate Beef Prices - Week
Ending 29 June 2013, All R3 Steers, 568 Cattle

Percentage of cattle in price bracket

Standard Deviation shows the spread or dispersion of individual prices around the average.  A widening
standard deviation, indicates that there is wider range in the prices being paid.  
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Figure 2.  Deadweight Cattle Price Spread 
R3 Steers, January 2002-13
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the specification.  The reasons
for being out of specification
are illustrated in Figure 4.  

In-spec R3 steers are generally
between 280-380kgs, under
30 months, NI origin and Farm
Quality Assured.  There is a
hierarchy of criteria and at
certain times, some of these
conditions are more important
than others.  For example,
FQAS is probably the most
important factor currently
specified by processors and as
a result of very stiff penalties
currently in place, only one per
cent of R3 steers were non-
FQAS in the last week of June.  

In terms of numbers, the most
common reasons for cattle
being out of specification are
grade, weight and age. In the
last week of June, six per cent
of R3 steers were over 30
months with almost a quarter
over 380kgs.  

While some factories will have
tolerances for certain
numbers of heavier cattle and
specifications for particular
schemes may be up to 36
months, these figures do give
an indication as to some of the
reasons for the price spread.
It is evident however from
analysis of prices paid in the
last week of June, that out-of-
spec penalties were not being
applied particularly stringently.
However, at times of stronger
supply, penalties may be
applied more rigourously.  With
this in mind, producers that
want to have a firm footing for
negotiation would be advised
to present in-spec stock, since
it will offer them a wider range
of marketing opportunities.  

Supply chain partnership
Figure 4 also illustrates the
proportion of premium cattle
(Aberdeen Angus, Hereford
and Organic) in the slaughter
mix in the last week of June.
Strong premia on these cattle
provide an explanation for

much of the upside potential
in the market for R3 steers in
the last week of June.  

These schemes which have
been developed and nurtured
through good supply chain
relationships and careful
management, demonstrate
the benefit of partnership both
at a horizontal level (producers
working together to produce a
consistent supply of a high
quality product) and at a
vertical level (with retailers,
processors and producers
working together to develop a
product that is high quality,
effectively promoted and
rewards all players in the
supply chain).  

Effective selling
While differentiation explains
much of the price spread it
does not explain it all.   Figure
5 shows the price spread for
in-spec cattle and excludes
Angus, Hereford and Organic
cattle.  It is noteworthy that 12
per cent of cattle in the
analysis attracted over
395p/kg.  The average price
was 387p/kg for all in-spec R3
steers that week (excl
AA/Her/Organic).

With these cattle supposedly
carrying the same value, it is
noteworthy that there is a

significant price spread across
all those R3 steers.  

This spread is explained by a
range of factors.  A key one
being that the producer’s
ability to consistently deliver
large loads of suitable cattle
will determine that their price
is higher than one who is not
a regular supplier.  Depending
on scale, loyalty and a strong
reputation for delivery to
specification, producers can
negotiate better deals.  These
differences also reflect a
range of other factors,
including the differences in
prices paid across factories.
The prevalence of flat deals
(as opposed to prices on the
grade) and the role of agents
and dealers is probably also
reflected in Figure 4.   
Most critically, the spread

highlights the fact that in the
market some producers are
tough negotiators and some
are soft sellers who may not
even use what little leverage
they have to get the best
possible price.  However,
circumstances will also dictate
that some producers do have
little or no grounds for
negotiating.  With this in mind,
it is enlightening that eight per
cent of apparently in-spec R3
steers sold in the last week of
June attracted less than
375p/kg.  The lowest quote
that week for in-spec R3
steers was 376p/kg.  This
would seem to indicate the
presence of some producers
that do not manage to receive
even the bottom quote.
Aspects of this issue are
discussed in detail on page 4.  

LMC Quarterly     Page 3Summer 2013

IN NI DEADWEIGHT CATTLE TRADE

Figure 5. Breakdown of NI Farmgate Beef Prices - Week Ending 29 June 2013
In-spec R3 Steers - Excludes Angus / Hereford / Organic - 343 Cattle

Prercentage of cattle in price bracket

Figure 4. Differentiation in the Slaughter Mix
Proportion of R3 Steers Out of Spec / Premium Breeds

W/E 29 June 2013
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OVER the course of the
last six months, when
LMC has published

factory quotes on a weekly
basis, it has generally added
the qualification that higher
prices are likely to be available
and producers should be
shopping around or
negotiating deals.  Given the
spread of prices available in
the market, it is worth
considering how much
producers actually do
negotiate and price around.    

Of course this is difficult to
measure since there is no
data available on the amount
of research or negotiation
undertaken by individual
producers.  However, where
we can get an indication of
producers’ shopping around
for deals is by measuring the
proportion of producers that
have switched supply to a
different processor over a
certain period.  Using price
reporting data for five
processing businesses (as
opposed to individual plants),
Figure 6 demonstrates the
proportion of herds that have
slaughtered prime cattle with
one or more operators
between 2009 and 2013
(note that some producers
have several herd numbers
and this must be borne in
mind when considering this
analysis).

The figures indicate that the
vast majority of producers
(herds) have remained loyal to
one processor during that
period.  Over three quarters of
herds slaughtered prime cattle
in just one plant between
2009 and 2013.  A fifth of
herds slaughtered prime cattle
with two processors between
2009 and 2013.  Less than
five per cent of herds
slaughtered cattle with three
distinct processors with very
few slaughtering cattle with
four or five different
processing businesses. 

When considering the
proportion of herds switching
between factories, it is
perhaps more enlightening  to
consider the volume of cattle
that they account for.  

Interestingly, the 76 per cent
of herds that supplied only one
processor between 2009-
2013, accounted for only 56
per cent of prime cattle.  The
20 per cent of herds that
supplied two plants during
that period accounted for 31
per cent of prime cattle.  The
four per cent of herds that
supplied three plants
accounted for 10 per cent of
prime cattle.  This
demonstrates to some extent
that it is the slightly larger herd
that supplies a number of
plants, while smaller herds
may tend to engage with only
one processor.  The
breakdown of these figures
also shows that there maybe
more fluidity in the trade with
regards to movement between
processors than would have
been expected.

Over a four year period, it may
be expected that there would
be more switching between
buyers than over a shorter
period of time.  In the last year,
for example, when supplies of
in-spec cattle were tight and
there appeared to be intense
competition for stock, it would

be interesting to see how
many producers sold cattle to
multiple processors in 2012
alone.  In 2012, 90 per cent of
producers sold their cattle to
just one processor (accounting
for about 81 per cent of the
cattle) with about nine per
cent of producers marketing
their stock with two processor
businesses (accounting for
about 16 per cent of the
cattle).  These figures were
similar to the figures for 2011.

It is worth considering why
producers switch between
plants.  Firstly, some
producers may effectively have
two different types of
enterprise (eg. Dairy Bulls and
Aberdeen Angus).  This
producer may calculate that
the best market for their dairy
bulls is in a different plant to
where they supply their Angus
cattle.    Some producers may
make a tactical decision to
regularly supply a number of
plants to avail of better prices
for different types of stock.
Some of the switching may
represent market testing with
a producer dipping their toe in
the water with a different
factory or a different agent.

Some of the switching may
also represent a long term
decision by a farmer to move
their entire supply to another
factory.

Overall however, the figures
show a strong degree of loyalty
over the calendar year.  There
are a variety of reasons for
this.  The importance of
securing consistent supply of
quality stock and maintaining
good supply chain
relationships mean the
processors reward loyalty,
particularly from larger
suppliers.  

Smaller producers may be
rewarded for loyalty too, but
the practicality of drawing
cattle to a different factory
that may be a good distance
away may be a barrier to
switching.  There may also be
an element of inertia in this
where producers simply do not
bother to price around or
negotiate.   They may be
content with the relationship
that they have with the factory,
the price they receive or may
simply feel that there is little
prospect for a better deal
elsewhere.  
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DO NORTHERN IRELAND PRODUCERS SHOP AROUND FOR A
BETTER BEEF PRICE?

Note:  This analysis is of five processing businesses (seven
plants). There are three smaller NI factories that are not
included in this analysis (Ballymena Meats, Oakdale Meats and
Lakeview Meats).  Furthermore, it does not include analysis of
secondary processors that buy directly from producers. Nor
does it include analysis of producers who have sold liveweight.

Figure 6. Switching supply of prime cattle between different processors
Proportion of herds by number of plants supplied 

Northern Ireland 2009 - 2012

Number of processing businesses supplied
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