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Foreword  
This project is based around the available sheepmeat industry data with the aim of producing a 

robust report outcome, and regardless of the veracity of the data or any perceived or real 

shortcomings it is a requirement of this report that it references the available data to provide 

confidence in the findings. 

It is equally important to the success of this project that the opportunity is taken to engage with as 

many industry participants as possible. ²Ŝ ƘŀǾŜ ŎŀƭƭŜŘ ǘƘƛǎ ŎƻƳǇƻƴŜƴǘ άƎǊƻǳƴŘ ǘǊǳǘƘƛƴƎέΤ ƳŜŜǘƛƴƎ 

and hearing the individual opinions of sheepmeat industry participants which allowed us to:  

1. Reference and check on the data findings,  

2. Identify any unique situations,  

3. Provide the opportunity to document industry ideas and concerns  

While we have heard a variety and range of strongly held views, we have been careful to not get 

caught up in the parochialism that can be found in the various market segments. 

Additionally, in this report we will explore issues that we identify as worthy of comment, or more 

importantly any anomalies observed that may be contrary to the advancement of the Australian 

sheepmeat market systems and structures. 

We note in compiling this report, that engagement with processors has been limited. However, the 

engagement of producers, agents and advisors has been enthusiastic. Any review now will provide 

insights that have the potential to continue the forward momentum of the sheep meat industry.  

Natural industry evolution and competitive tension between industry participants is viewed by 

processors as the method that has generated innovation and improvement to date; they feel this 

should be the way forward and industry left to manage this process in a commercial setting. 

We have observed in almost all discussions a healthy optimism regarding future demand and price 

for sheep and lamb. Importantly, the industry has more than its fair share of positive, passionate 

participants, which bodes well for the future. 

At producer level, the feeling is that the sheepmeat industry has innovated and responded to the 

ŎƘŀƭƭŜƴƎŜ ŦǊƻƳ ŎǊƻǇǇƛƴƎ ŀƴŘ Ƙŀǎ ƭŀǊƎŜƭȅ ǎǳŎŎŜŜŘŜŘ ƛƴ ǘƘŜ άŦƛƎƘǘ ŦƻǊ ŀŎǊŜǎέΦ 

There is plenty of evidence of cutting edge technology applied at various points of the supply chain. 

The innovation at processor level and the advancements in the areas of automation are clear, while 

on-farm adoption of technology and science is to be admired. 

άLƳǇǊƻǾŜƳŜƴǘ ƛƴ genetics, on-farm productivity and market access is positioning the industry to fully 

ǇŀǊǘƛŎƛǇŀǘŜ ƛƴ ŦǳǘǳǊŜ ŘŜƳŀƴŘ ŜǎǇŜŎƛŀƭƭȅ ŦƻǊƳ ŜƳŜǊƎƛƴƎ ŜŎƻƴƻƳƛŜǎέ !ŘǾƛǎƻǊΣ ±ƛŎ 

Maintaining consistent supply of sheep and lambs is vital to ensure ongoing operation of the 

processing sector, improve profitability, encourage innovation and reduce operating cost. In recent 

years sheep processing plants have scaled back their operations or been forced to temporarily shut 

production due to sheep shortages.  

While some smaller processors who are most exposed to market volatility have closed permanently. 

The case of the Manildra Meat Company closure at a time of record lamb prices early 2017 

demonstrates the effect on processors of market volatility.  
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Competition at both a consumable product level and farming enterprise level are also essential to 

sustainability of the sheepmeat industry. Attracting producers to the sheepmeat production through 

viable returns, support and technological advancement is key. Industry and market risks through 

increasing competition, price and currency volatility, and a fragmented supply chain are all 

challenges for the immediate future. 
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Executive Summary 
This investigation into the systems and structures of the sheepmeat market was commissioned by 

industry research development corporation, Meat and Livestock Australia (MLA), at the request of 

peak industry body, Sheep Producers Australia (SPA). The need for this industry situation assessment 

was instigated to assist the Australian sheep industry in developing an evidence-based policy 

response to recommendatƛƻƴǎ ǇǊƻǾƛŘŜŘ ǘƻ ǘƘŜ ǊŜŘ ƳŜŀǘ ƛƴŘǳǎǘǊȅ ŦǊƻƳ ǘƘŜ !///Ωǎ /ŀǘǘƭŜ ŀƴŘ .ŜŜŦ 

Market Study. It is the objective of this study to provide a foundation document which holds detailed 

information on the current situation of the sheepmeat market, enabling the sheep industry to best 

respond to ǘƘŜ !///Ωǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǘƘŀǘ ǿŜǊŜ ŘŜǾŜƭƻǇŜŘ ŦǊƻƳ ǎƻƭŜƭȅ ŀƴŀƭȅǎƛƴƎ ǘhe cattle and 

beef industries. 

This report has been prepared using desktop analysis of relevant information, analysis of market 

data that is both publicly available or provided by Meat & Livestock Australia and consultation with 

industry participants. It was carried out by independent analysts with the guidance of a steering 

committee representing the full breadth of the sheepmeat value chain. 

This report provides an overview of the sheepmeat industry and current market state and looks at 

the drivers for change faced historically, evident now, and likely to come in the future. Difficulties 

with engagement and access to some industry participants has also resulted in the postponement of 

some key elements to the full report. A full understanding of industry situations from the 

perceptions of those on the ground is essential for an accurate and robust assessment. This 

investigation has found that many of the issues faced by the cattle and beef industry are present in 

the sheepmeat industry. However, unique challenges are also evident that impact on market and 

supply chain function. 
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Key Findings 
¶ Saleyards are generally efficient, especially the major selling centres 

¶ Price discovery starts at the big saleyards 

¶ The bigger the saleyard the stronger the price and the lower the price volatility 

¶ Smaller saleyards follow the lead of bigger saleyards 

¶ Saleyards remain the preferred selling channel 

¶ At saleyards, prices reward production targeted to preferred weight and fat scores 

¶ There are structural differences between markets 

¶ Three distinct market regions exist: Tasmania, South-eastern region and Western Australia 

¶ There is a low correlation between market regions 

¶ Eastern markets are well integrated 

¶ There is strong correlation between saleyards within each market 

¶ The most correlated markets are those that are within closer proximity of each 

other and share the same stock type category 

¶ Western Australia and Tasmania 

¶ The evidence is that WA and Tasmanian markets are not integrated with the main 

Eastern market 

¶ They operate on their own rythmn, with their own price dynamics 

¶ The average price of skins in Western Australia and Tasmania is at a significant 

discount to the south-eastern market 

¶ WA has a greater proportion of over-the-hooks (OTH) sales 

¶ WA producers perceive a lack of transparency and therefore accuracy of OTH 

reports 

¶ The relevance of the saleyard price in determining market movement suggests that 

greater insight into OTH and direct sale prices would improve visibility in Tasmania 

and Western Australia.  

¶ Profitable processors are vital to the broader industries sustainability 

¶ Processing margins are tight, explaining the ongoing demise of smaller operators and the 

need in the future for large efficient processing plants 

¶ Processing is Victorian centric which draws livestock from NSW, SA, Vic and Tasmania 

¶ Lamb slaughter is steadily increasing while mutton slaughter has declined 

¶ Consistent supply is a major challenge for processors 

¶ Market price reporting is extensive yet the collection process requires improvement 

¶ Saleyard reporting and performance provides transparency and confidence 

¶ OTH sales reports are less transparent and there is a lack of confidence in these reports by 

market participants 
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¶ While on-line sales reporting is transparent, comparison analysis with other selling options is 

difficult 

¶ Differences in saleyards vs direct sales pricing are evident 

¶ In every state, the saleyard prices lead the OTH prices 

¶ OTH prices move within a much narrower band compared to saleyard prices 

¶ Victorian OTH and saleyard prices are the most integrated 

¶ WA saleyard Trade Lamb price movements demonstrated a weak interdependence with the 

South-eastern region. 

¶ WA OTH Trade lamb prices to the respective OTH South-eastern state prices shows a 

moderate to strong interdependence 

¶ Tasmanian OTH returns show very weak correlation scores across the board with all 

categories 

¶ OTH assessment transparency and grading is a significant issue to producers 

¶ The grading system lacks transparency  

¶ Producers have limited confidence in OTH grading system  

¶ Producers have a poor understanding of the grading and trimming system 

¶ Barriers to entry and expansion in the processing sector are limiting market efficiencies 

¶ The stage-barriers across the processing value chain are: 

¶ product and market development 

¶ livestock procurement 

¶ manufacturing skills and capital 

¶ sales and distribution infrastructure 

¶ customer support 

¶ There are industry benefits through further consolidation of processing 

¶ ability to succeed in international markets 

¶ ongoing investment in capability and technologies & R&D 

¶ reduced unit costs through economies of scale 

¶ managing regional supply fluctuations and species diversity 

¶ The supply chain perspective: 

¶ Processors are focused on efficiency through maximizing plant use hook chain speeds, 

retaining intellectual property 

¶ Producers are focusing on on-farm productivity and improved efficiency 

¶ tǊƻŎŜǎǎƛƴƎ ƛǎ ŀ άŎŜƴǘǎ ŀƴŘ ǇŜƴƴƛŜǎ ƎŀƳŜέ 
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1 Project Overview 

1.1 Project Scope  

At the request of peak industry council, Sheep Producers Australia (SPA), Meat and Livestock 

Australia (MLA) has commissioned this investigative report of the structures and systems in the 

Australian sheepmeat markets.  This research is required to ensure a holistic understanding of the 

supply chain and market. It is also designed to inform and assist the sheep industry in providing an 

evidence based policy response to the recommendations advised to be implemented in response to 

the Australian Competition and ConsuƳŜǊ /ƻƳƳƛǎǎƛƻƴΩǎ ό!///ύ /ŀǘǘƭŜ ŀƴŘ .ŜŜŦ aŀǊƪŜǘ {ǘǳŘȅ ŀƴŘ 

ǘƘŜ {ŜƴŀǘŜ {ǘŀƴŘƛƴƎ /ƻƳƳƛǘǘŜŜǎ ƻƴ wǳǊŀƭ ŀƴŘ wŜƎƛƻƴŀƭ !ŦŦŀƛǊǎ ŀƴŘ ¢ǊŀƴǎǇƻǊǘΩǎ ƛƴǉǳƛǊȅ ƛƴǘƻ ǘƘŜ 9ŦŦŜŎǘ 

of Market Consolidation on the Red Meat Processing Sector. It is anticipated that this study will be 

ǳǎŜŘ ǘƻ ǇǊƻǾƛŘŜ ǘƘŜ ŦǊŀƳŜǿƻǊƪ ŦƻǊ ǇƻƭƛŎȅ ŘŜǾŜƭƻǇƳŜƴǘ ǘƻ ŀǎǎƛǎǘ ƛƴ ǘƘŜ ǎƘŜŜǇ ƛƴŘǳǎǘǊȅΩǎ ǊŜǎǇƻƴǎŜ ǘƻ 

beef specific market recommendations that, if implemented, will have implications for sheepmeat 

markets. 

The primary objectives of this investigation were to: 

¶ Identify the supply chain including selling structures between buyers and sellers of sheep and 

skins, including the supply chain structure of the Live Export market for sheep.  

¶ Discover any impediments (perceived or real) to greater market efficiency, such as bottlenecks or 

potential distortions at certain points along the supply chain (saleyards, processing, skin 

production, live export). 

¶ Describe the current carcase pricing and grading methods. 

¶ Identify structural differences between regions including but not limited to: regulatory 

frameworks, purchasing protocols, composition and number of buyers, and processing 

environment.  

 

Secondary objectives were to: 

¶ Identify the allocation of commercial risk between sheepmeat producers and buyers. 

¶ Seek information on the share of profits among the sheepmeat production, processing and 

retailing sectors throughout varying sheepmeat markets. 

 

This report is designed to provide a detailed industry assessment of the sheepmeat supply chain and 

market at its current state and to identify issues which may be causing disruption to optimal market 

and production activities. It is not in the scope of this study to identify causes, determine detailed 

strategies or analyse costs for options which address the highlighted issues. However, 

recommendations are made for further areas of investigation that may benefit the industry. Any 

recommendations suggested are in no particular order but reflect preliminary review of suitable 

options and ease of application. 

1.2 Methodology 

This investigation was conducted through a combination of desktop literature review, stakeholder 

and industry consultation and quantitative data analysis. It was undertaken in collaboration with 

Strategis Partners (SP) to enhance the research.  



E.STK.1801- Sheepmeat market structures and systems investigation 

P A G E |  9  

Qualitative research was used to gather observations from industry participants, based on face to face 

interviews with people from production and processing sectors. The aim was to discover what actually 

occurs as people in the situation understand it. Consultation with industry participants has formed a 

major component of this investigation and contributed to the findings. A list of the consultations can 

be found in the appendix. 

The following methodology was followed to ensure a structured approach is applied and that all 

aspects of the brief are met. These items form the basis of our study, and are the Milestone 

reference points for reporting. 

1. Review of previous reports. 

A preliminary investigation was conducted to firstly establish the current data & information 

available, and the reliance the researcher can have on its accuracy and relevance.  

Some care was needed here at the outset to focus on the information & reports of key relevance in a 

contemporary context. Also; it is useful to put the issue into perspective, namely an analysis of the 

extent of the issue. Literature reviews of the following key papers were included: 

- Cattle & Beef Market Study ς ACCC 3/2017 

- Assessment of Price Transparency in the Beef Supply Chain ς MLA 3/2015 

 

2. Reported Market Prices 

There are sometimes large variations in reported market prices.  This is particularly relevant 

between comparable OTH prices and NLRS Saleyard reports. There are also the regional diversions, 

specifically of note is the WATLI/ESTLI divergence at various times. This report identifies any 

seasonal and/or regional differences in market prices.  

3. Western Australia sheepmeat supply & price. 

Western Australia has unique supply patterns influenced by seasonality and the effect of live export 

activity. This report seeks to identify the impacts of the unique WA situation on price and processor 

efficiency. 

4. Direct sales vs saleyards. 

As outlined above, there is often a disconnect between quoted MŜŀǘ ϧ [ƛǾŜǎǘƻŎƪ !ǳǎǘǊŀƭƛŀΩǎ hǾŜǊ-

the-hooks (OTH) prices and saleyard quotes. While commercial in confidence is cited as the reason 

accurate OTH prices are difficult to obtain, all avenues need to be fully tested to improve reporting 

of OTH & direct sales if greater transparency is to be applied. Analysis was conducted to identify 

correlations and any distinct trends in reported direct sale prices and saleyard price in the various 

states. 

5. Carcase pricing & grading methods 

Confidence in the OTH grading system is an issue for the sheepmeat industry; if it is to progress 

along the pathway to a Saleable Meat Yield Pricing model then the system of pricing, assessing & 

grading must have absolute confidence. Industry participants were engaged to source as much 

information as possible on the process, pricing system and transparency of carcase grading.  
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6. Competitive barriers to entry and expansion 

The barriers to entry in the processing sector were identified, including addressing economies of 

scale in processing plants, capital costs as barriers to entry, fluctuating supply favouring fewer plants 

and the extent to which automation technologies favour large plants.  

7. Structural differences 
 

The study analysed structural differences in the sheepmeat industry across the regions of Australia. 

This provides an understanding of the links and functional integration between production systems 

and regions on the one hand, and downstream processing and value-adding on the other.  

Specifically: 

¶ Cost and value analysis of the sheepmeat value chain; covering production, processing, 

transport and distribution;  

¶ Structure-Conduct-Performance (SCP) and Transaction Cost Economics (TCE) frameworks 

were used to analyse the sheepmeat value chain, and structural differences across 

!ǳǎǘǊŀƭƛŀΩǎ ǾŀǊƛƻǳǎ ǎƘŜŜǇƳŜŀǘ ƳŀǊƪŜǘǎΦ ¢ƘŜ {/t ŀƴŘ ¢/9 ƳŜǘƘƻŘƻƭƻƎƛŜǎ ŀŘŘǊŜǎǎ ǉǳŜǎǘƛƻƴǎ 

of how markets perform, why they perform as they do, and what might be the 

consequences of alternative patterns of structure and conduct. 
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2 Review of previous studies 

There have been two significant investigations into the Australian Red Meat Industry which were 

deemed as relevant to the Sheepmeat industry and prompted this investigation. These reports have 

been reviewed to form part of the desktop analysis of this investigation: 

i. Cattle & Beef Market Study ς ACCC 3/2017 
ii. Assessment of Price Transparency in the Beef Supply Chain ς MLA 3/2015 

2.1 Cattle and Beef Market Study- ACCC 2017 

The Australian Competition and Consumer Commission market study into the cattle and beef 

industry in Australia was conducted on the back of competition and consumer issues in the sector 

that raised concerns of market efficiency and efficacy. Key elements of the investigation were 

anticompetitive behaviour at saleyards, misuse of buyer power, unfair distribution of profits in the 

supply chain, consolidation in the processing sector, as stated in the report.  

Several separate investigations by the ACCC could not find evidence to prove that anti-competitive 

behaviour had been conducted by processor collusion or consolidation in the processing sector. 

However, the Beef market study was able to highlight several issues that risked damaging 

transparency of price reporting and carcase grading, and concerns about conduct affecting the 

competitiveness of saleyard auctions.  

Concerns were also raised in this report about the competitiveness of market structures in the 

Australian industry, which are likely mirrored in the Sheepmeat sector. In particular, were issues of 

market concentration and buyer power being favourable to the profitability of processors. 

Circumstances were evidenced of processors with stronger than usual bargaining power relative to 

producers who were faced with higher costs, discounted carcase prices and difficult trading 

conditions. The report also recognised the concern that aggregation and consolidation in processing 

sector could substantially lessen competition.  

The report also highlighted that conflicts of interest regularly arise in saleyard transactions from 

situations where buyers or agents transact on behalf of multiple parties. Many producers were 

found to be unaware when these activities were occurring and left at a competitive disadvantage.  

Market structure and competition dynamics in the sheepmeat sector are influenced by similar 

factors to those in the beef sector. However, consolidation in the processing sector may not 

necessarily cause a shift in power away from producers towards processors as is often feared. This 

concept will be further discussed later in this report.   

The ACCC determined that cattle prices are not sufficiently transparent to provide useful signals for 

producers. They identified that significant gaps in reporting exist, specifically being the prices for 

paddock sales and OTH and saleyard transactions being inconsistently reported. This lack of 

transparency weakens price signals that guide production decisions and may create information 

asymmetries between industry participants. Direct sales prices are rarely reported and prices for 

OTH transactions only reflect prices offered to producers, rather than the prices paid. These issues 

are not specific to the beef sector but, as the analyses provided in this report identifies, are widely 

recognised to exist in the sheep sector.  

Another issue highlighted was the grading of cattle. Existing audit systems do not give producers 

faith in the integrity of the process nor is there an industry wide standard for dispute resolution. This 
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is a concern considering the importance of this information in determining prices received by 

producers. This issue also exists in the sheepmeat processing system. However, the extent of issues 

with carcase grading is considered much more significant in the sheepmeat sector because, unlike 

the cattle market, sheep are not weighed at the saleyard and there is limited scope for the flow of 

information back to the producer with regards to grading and carcase value.  

Along with the issues and concerns found in the ACCC study that were marked for further 

investigation, the report concluded that a focus on improving transparency across the supply chain 

would have significant benefits to the sector.  

The following recommendations made by this inquiry are a selection that would likely also be of 

benefit to the sheepmeat industry:  

¶ Data collection and reporting should be expanded to cover prices paid for: 

a. Direct sales 

b. OTH sales, noting that some processors pay prices over and above those quoted on their 

price grids 

c. Stock sold to the live export market 

¶ Introduction of objective carcase measurement technology 

¶ Data produced from objective carcase measurements should be shared for the benefit of the 

industry 

¶ The red meat advisory council should develop a uniform and independent complaints and dispute 

resolution process 

¶ The carcase grading and auditing system should be strengthened by: 

a. Increased communication and education about the process by AUS-MEAT and 

processors. 

b. Increasing the number of random AUS-MEAT audits of grading results and standard trim. 

c. Publication of audit results relating to grading and standard trim. 

¶ Saleyards, commission buyers, auctioneers and agents should provide MLA with information that 

enables regular standardised market reports for each reported saleyard. 

 

Upon initial review of the beef industry situation and report, it is suspected that further 

consistencies will be identified as key items and relevant issues by stakeholders across the Red Meat 

Industry (both sheep and cattle). 

2.2 Assessment of Price Transparency in the Beef Supply Chain MLA 2015 

The Cattle Council of Australia requested an assessment of the options to increase price 

transparency in the beef supply chain which was conducted by Meat & Livestock Australia. The 

project aimed to assess whether a lack of price transparency was evident in the beef supply chain 

and, if so identify points in the supply chain where greater price transparency is required and 

suggest potential options in terms of increasing transparency.  

The report advised that a single approach solution would not be effective in rectifying issues around 

transparency considering the information gaps are present both horizontally and vertically along the 

supply chain. The study reviewed policy and processes implemented in the US cattle market to 
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address issues of transparency alike those identified in Australia. Mandatory price reporting was 

implemented and deemed beneficial to producers though the review acknowledges that a clean 

transfer of the US system would not be possible in Australia due to the complexity of our production 

system. However, some aspects could be implemented to improve price discovery that would have 

marginal benefits.   

The report outlined six potential options to increase transparency in Australia. These include: 

¶ Mandatory price reporting system 

¶ Voluntary price reporting system 

¶ Carcase cut out report 

¶ On-line board including final OTH carcase selling price 

¶ Enhanced MLA and commercial market reporting and intelligence services 

¶ other feasible, mechanisms including a detailed map of the beef supply and value chain with 

volumes of transactions and regional factors, including live export.  

 

Small industry benefits could be achieved by improving the identified issues through two possible 

pathways. Either improved price information over a period of time gives rise to an Australian futures 

market for cattle or beef. Or better price information, in combination with other initiatives to instil 

confidence in payment systems, results in move towards value based selling/marketing. 
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3 The Australian sheepmeat industry 
This section of the report provides background information of the sheepmeat industry and an 

overview of the functions of the sheepmeat market which provides context for further 

developments in this report.  

3.1 Background 

¢ƘŜ ǎƘŜŜǇƳŜŀǘ ƛƴŘǳǎǘǊȅ ƛǎ ƛƴǘŜƎǊŀƭ ǘƻ !ǳǎǘǊŀƭƛŀΩǎ ŀƎǊƛŎǳƭǘǳǊŀƭ ƛŘŜƴǘƛǘȅ ŀƴŘ ŜŎƻƴƻƳƛŎ ǘƘǊƻǳƎƘǇǳǘΦ ¢ƘŜ 

off-farm value of the sheepmeat industry was estimated at approximately $5.23 billion to the 

national economy in 2016-17 (Meat & Livestock Australia, 2017)Φ ¢ƘŜ ƛƴŘǳǎǘǊȅΩǎ ƭŀǊƎŜǎǘ ƳŀǊƪŜǘ ōȅ 

value is from domestic expenditure, but it is also reliant on a strong position in numerous 

international export markets. Figure 1 summarises the value of sheepmeat products as they flow 

through the supply chain. In total, the industry accounts for approximately 6% of the gross value of 

agricultural production and 4% of agricultural export income. Not only is it significant to our nation 

financially but it is an important attribute to the Australian lifestyle, contributing to our international 

image and nations story. 

 Figure 1. Product flows in sheepmeat marketing chain based on 2015-16 year (MLA estimates, DAWR, Australian Bureau 

of Statistics, 2016) 
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Perceptions of the sheepmeat industry have transitioned considerably since the 1980s. Limited 

market opportunities, poor quality and low prices characterised the early market and focus was 

aligned to other agricultural commodities. Historically, sheepmeat production was a common by-

product activity of Merino sheep wool enterprises. It was often paired with other enterprises such as 

grain production or mixed enterprise farms in the Sheep-wheat belt zone. However, the industry 

underwent a momentous change with deregulation of wool prices in the 1980Ωs and collapse of the 

Wool Reserve Price Scheme in 1991. These events, resulting in low wool prices and significant 

numbers leaving the industry, drove a shift from production of mutton as a by-product of the wool 

industry toward a focus on quality lamb production. This trend is reflected in supply, notably in the 

early 2000s where lamb slaughter rose to overtake sheep slaughter. Through strategic planning, 

development and industry research and investment, a high value, thriving industry has continued to 

build. Reduction in trade barriers and tariff rates, improvements in freight and coordinated 

marketing initiatives have been crucial in driving this growth.  

The sheepmeat industry currently accounts for 32% of all businesses with agricultural activity. The 

number of farms producing lambs for slaughter has increased since the 1990s, along with the gross 

value of lamb production in aggregate on a per farm basis. In 2015-16 there were 31,136 agricultural 

businesses with reported sheep and lambs (Australian Bureau of Statistics, 2016). Majority of 

industry operators are small and medium-sized family businesses with less than 500 slaughter lambs 

(Table 1), and while these make up more than 54% of producers, they only contribute 19% of 

production. 

Table 1. Distribution of farms by lamb numbers sold, Australia 2015-16 (Ashton, et al., 2016) 

Number of lambs 

sold 

Average number of 

producers (no.) 

Share of 

producers (%) 

Share of slaughter 

lambs sold (%) 

Share of lamb value of 

production (%) 

Less than 200 lambs  5700 23 4 3 

200 to 500 lambs 7600 31 15 14 

500 to 2,000 lambs 9800 40 52 52 

2,000 to 4,000 

lambs 

1300 5 19 20 

More than 4,000 

lambs 

300 1 10 11 

All broadacre farms 

selling lambs  

24700 100 100 100 

!ǎ ǿƛǘƘ Ƴƻǎǘ !ǳǎǘǊŀƭƛŀƴ ŀƎǊƛŎǳƭǘǳǊŜ ƛƴŘǳǎǘǊƛŜǎΣ ǘƘŜ ǘƻǇ нл҈ ƻŦ ǇǊƻŘǳŎŜǊǎ ōȅ ǎƛȊŜ ŎƻƴǘǊƛōǳǘŜ ǘƘŜ ƭƛƻƴΩǎ 

share of numbers, in the case of slaughter lambs the top 20% contributes 54% of production. 

Approximately 60.0% of industry participants do not employ any workers, relying only on owner-

operators and their family to carry out labour functions (IBIS, 2017).  
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3.2 Sheepmeat production  

Sheep production can be classified into several different flock operational models: 

¶ Self-replacing flocks make up majority of the national flock and are characterised by breeding 

systems where the only movements in an individual operation are stud rams onto the property 

and cull for age rams and ewes and surplus young sheep (hoggets or lambs) off the property. 

These flocks have traditionally been Merino based; however, a strong trend is evolving based on 

the New Zealand prime lamb production model of using composite ewes. These flocks are using 

specific genetics to not only produce prime lambs for sale, but also a composite ewe lamb for self-

replacement.  

¶ Wether based systems exist where wethers represent more than 50% of opening and closing 

sheep numbers. In this system replacement wethers are purchased with CFA wethers sold.  

¶ Cross Bred systems exist where cross bred ewes represent more than 30% of ewes mated. 

Replacement ewes are purchased with all young sheep sold as lambs (Hassall & Associates, 2006).  

Many production systems are built on a combination of the above flock structures. Clear trends 

develop over time in response to short term changes in market demand and climate, as well as long 

term, reflecting industry change. 

Prime lamb production in Australia is still considered to be predominantly ΨƻǇǇƻǊǘǳƴƛǘȅ ōŀǎŜŘΩΦ That 

is, the majority of farming systems that produce lamb or sheep operate their system alongside 

alternative farming enterprises such as broadacre cropping. Thus, production of lambs is highly 

dependent on other agricultural markets and the returns from alternative uses of land and available 

feed. This is unlike the industry in New Zealand, where majority of agricultural enterprises producing 

sheepmeat do so as their primary enterprise.  

It is noted that this appears to be changing; good returns from prime lambs and disenchantment 

ǿƛǘƘ ǘƘŜ ǿƻƻƭ ƛƴŘǳǎǘǊȅ ƛǎ ǇƻǎƛǘƛƻƴƛƴƎ ǘƘŜ ǎƘŜŜǇƳŜŀǘ ƛƴŘǳǎǘǊȅ ŀǎ ǘƘŜ άŦƛǊǎǘ ŎƘƻƛŎŜέ ƻŦ ǎƘŜŜǇ 

producers. Figure 2 provides evidence of this, showing the decline in the percentage of merino wool 

as a proportion of total wool volumes (mainly crossbred types). The growth of specialist farm 

advisors aiding lamb producers is likely to continue this growing trend, while any future retracement 

of wool prices will also provide further momentum.  

Various degrees of specialisation are present across the sheepmeat industry. The top-level 

producers, and by definition the larger producers who are growing their business, are now engaging 

Figure 2. Percentage Merino of clean wool sales at auction 
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in highly advanced breeding and management practices, in many cases aided by advisors who have 

assisted them to identify the key drivers of success, and to assist in the measuring of progress at the 

farm level. These advisors perform a similar role to the agronomist in a cropping business. 

άΧΦ we have seven years of production data and know exactly when the lambs will be ready sell and 

ǿƘŀǘ ǿŜƛƎƘǘ ǘƘŜȅ ǿƛƭƭ ōŜ ΧΧέ aΦ/Φ 

In Victoria especially, this management is aided by the Electronic Identification (EID) tagging, with 

progressive producers adopting the electronic reading of tags to manage measurement data and 

directly import this into computer calculating and farm benchmarking programs. Producers in other 

states also identify that increased identification of individual sheep is the mechanism to drive new 

advancements, continuous improvement and innovation on farm. Implementation of the National 

Livestock Identification System (NLIS) has improved the tracking of livestock throughout the supply 

chain. All sheep are tagged with a Property Identification Code (PIC) before leaving their property 

which means they can be traced on sale. Mob based movements are also recorded in the NLIS 

database. This information has not only improved biosecurity for the industry but has provided 

useful information on characteristics of the Australian supply chain which is further analysed in this 

report.  

Operations that focus on prime lamb production as their preliminary enterprise generally have 

management and marketing systems in place that drive productivity gains, generate profit and best 

meet the consumer requirements. Demographic of the flock, specifications of the individual animal 

traits and the marketing methods used are important technical aspects of the production system 

which determine the market segment and returns. There is an urgency by producers to maintain a 

model of continuous improvement, with a focus on fertility, lamb survivability, weight gain, feed 

conversion, optimal turnoff specifications and meeting market requirements. 

A level of general frustration is held by these producers. They feel they are not seeing the same rate 

of innovation in the sales system as is evolving in their production system. Specifically, they are 

critical of the market signals conveyed around customer requirements. For some time, the message 

of specific fat and weight requirements have been conveyed via buyers and the wider industry, 

however at market level they see that in peak demand there is little evidence of any disadvantage 

for lambs that are clearly over-fat. 

3.3 Marketing of sheep for meat products 

Compared to other agricultural commodities, there is a wide variety of target market segments for 

sheepmeat in Australia. Driven by ongoing improvements in the processing and live export sectors, 

producers can have a degree of confidence in this respect that they will be able to access a market 

regardless of the type or quality of their turn off and regardless of any forced sales resulting from 

seasonal impact.  

The market segments are divided, mainly on carcase characteristics and age of the animal, which 

vary according to the end consumers requirements (Figure 3 & Table 2). Producers are encouraged 

to understand the preferred specifications of their target markets to ensure best supply and returns. 

Marketing strategies must manage timing of operations, flock demographic, animal carcase traits, 

sale timing and selling method.  

Carcase quality is a result of animal nutrition, genetic merit for muscle and leanness of the breeding 

flock and sex. The skins are also a valuable product of sheepmeat production, contributing anywhere 
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from 5 to 20% of the value paid for lambs and sheep (Australian Wool Innovation & Meat and 

Livestock Australia, 2011).  

 

 

Table 2. Potential markets and specifications for sheepmeat (Australian Wool Innovation & Meat and Livestock 
Australia, 2011) 

Market segment Carcase weight 
(kg) 

Preferred 
fat score 

Comment 

Domestic lamb   
 

Supermarket 18 ς 22 2 and 3 Second Cross preferred 

Food service 20 ς 25 2 and 3 Lean and high yielding preferred 

Other domestic  Variable 2 to 4 Range of lamb types depending of end user 
requirements 

Export lamb 
  

Heavy Export 20 ς 30 2 to 4 North America for prime cuts. Large volume 
markets for lower value cuts 

Light Export  10-16 2 Majority Middle Eastern markets 

ΨIŀƧΩ ƳŀǊƪŜǘ 35 ς 41 lwt 
 

Market is for lambs (6-12 months). Entire 
male animals with long tail intact preferred. 

Domestic sheepmeat 
  

Figure 3. Key features of market categories (Australian Wool Innovation & Meat and 
Livestock Australia, 2011) 
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Manufacturing 17- 21 1 to 3 For manufactured meat products 

Retail 
  

Hoggets sold through meat retailers 

Food service 
  

Cuts used in Asian and Middle Eastern style 
restaurants. 

Export sheepmeat 
  

Heavy Export 20+ 2 to 4 Heavy carcase weights preferred 

Light Export 14-16 1 to 2 Lightweight, lean carcases 

Live Sheep 50+ lwt 
 

Wethers more than 50 kg live weight 

3.4 The Australian sheep flock  

The National flock was estimated at 67,543,092 head in June 2016, with combined output to the 

sheepmeat and wool industries. As can be seen in Figure 4, the flock has been sitting at historically 

low levels since the record low of 2010. The suspension of the Wool Reserve Price Scheme in 1990 

was the catalyst for the severe decline in sheep number between these two periods in time.   

Figure 5 shows a rolling 12-month sheep offtake which is a combination of sheep sold to abattoirs, 

live export and the change in the lamb offtake expressed as a proportion of the flock size. The 

Australian flock size is overlaid on the graph and the shaded areas denote times when the sheep 

offtake is at low levels, consistent with an expansion in the flock. This sheep offtake is currently in 

expansionary phase. 2016-17 has been a period of low offtake, however, In July and August this year 

sheep offtake has again shot up to levels consistent with downward pressure on the flock size 

because of ŘǊȅ ŎƻƴŘƛǘƛƻƴǎ ƻƴ ǘƘŜ 9ŀǎǘ ŎƻŀǎǘΦ ! ŦƭƻŎƪ ΨǊŜōǳƛƭŘΩ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ƻŎŎǳǊ ƻǾŜr the next few 

years at slow pace, with real expansion dependent on seasonal conditions. 

Figure 4. Australian Sheep flock 
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The distribution of the Australian flock has also transitioned over time. Sheep are mainly restricted 

to southern temperate regions of Australia, with production hubs in south-west Western Australian, 

ǎƻǳǘƘ ǿŜǎǘŜǊƴ ±ƛŎǘƻǊƛŀ ŀƴŘ ǎƻǳǘƘŜǊƴ bŜǿ {ƻǳǘƘ ²ŀƭŜǎΦ ²ŜǎǘŜǊƴ !ǳǎǘǊŀƭƛŀΩǎ ǇǊƻǇƻǊǘƛƻƴ ƻŦ ǘƘŜ ǘƻǘŀƭ 

Australian flock has expanded, while the share of Queensland and New South Wales has been 

retracting for some time (Figure 6). 

The breed structure of the flock is also a good reflection of how the sheepmeat industry has 

developed over time. The growing number of meat producers has seen an increase in the number of 

Merino ewes mated to non-Merino sires and rise in non-Merino breeds including dual purpose, 

shedding, pure meat and composites. In addition to this, over the last 15 years there has been a 

decline in the wether portion of the flock.  

Figure 6. Percentage of total flock in each State 

Figure 5. Sheep offtake over a rolling 12-month period since 1973 (Woods, 2017) 
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Table 3. Lamb and sheep flock 15/16 (Australian Bureau of Statistics, 2016) 

3.5 !ǳǎǘǊŀƭƛŀΩǎ ŘƻƳŜǎǘƛŎ ƳŀǊƪŜǘ ŦƻǊ ƭŀƳō ŀƴŘ Ƴǳǘǘƻƴ 

 Supply  
In the last three years, attractive prices have triggered an increase in lamb slaughter (Figure 7). 

Analysing the relative slaughter numbers for lamb and sheep pin-points a divergence beginning in 

2000 (Figure 9). At this time, annual lamb slaughter rose above sheep slaughter and has remained 

significantly higher since. The decline in the sheep flock and the need to retain ewes to increase 

lamb supply has resulted in a decrease in the number of sheep available for slaughter. 

  

 
Lambs (under 1 year) Breeding ewes (1 year and over) All other Total sheep & lambs 

Australia  21,358,699 37,181,862 9,002,530 67,543,092 

NSW 8,229,800 14,603,848 3,134,545 25,968,194 

QLD 354,785 1,043,074 416,923 1,814,782 

VIC 3,881,242 7,284,324 1,899,177 13,064,743 

SA 3,838,084 5,794,028 1,112,050 10,744,162 

WA 4,503,058 7,260,852 2,097,832 13,861,742 

TAS 543,629 1,168,434 332,337 2,044,400 

ACT 8,102 27,303 9,665 45,069 

Figure 7. Australian monthly lamb slaughter Figure 8. Australian monthly sheep slaughter 
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Slaughter levels alone are not the only characteristic of production in the sheepmeat market that 

should be used to indicate industry health. Average carcase weights are also exposed to seasonality 

trends, due to high dependence on climate, feed availability and grain prices. Figure 10 shows the 

variability of average lamb carcase weights that can be experienced year on year subject to 

seasonality. An investigation of the difference between slaughter and average carcase weight, can 

provide a good indication of the performance of lamb and sheep producers over time. As such, a 

decline in slaughter coupled with an increase in average carcase weights can indicate greater 

productivity.  

  
The yield per animal has been steadily rising since the 1980s (Australian Bureau of Statistics, 2016). 

As can be seen in Figure 11, the average carcase weight for east coast lambs is seasonally 

changeable, but reflects a marked increase in productivity over time. This trend is in line with the 

growing focus on production of prime lamb as the sheep industry has shifted away from its focus on 

Merino wool production. 

Criticism for the Australian sheep industry has centered on the disadvantage to sheepmeat 

productivity that has occurred from the domination of Merino breeds. Standard carcase attributes of 

the Merino are not seen as favorably for meat production as cross-breeds, with the Merino selection 

focused generally on wool traits. There has been substantial investment to research and 

development which have improved the genetics, breeding, feed conversion ratio and flock 

management of Australian sheep breeds used in meat enterprises (particularly prime lamb). In 

recent times, we are also seeing a greater focus on meat traits in Merino models; this is in response 

Figure 9. Average slaughter of lamb and sheep 

Figure 10. Year on year monthly change in lamb carcase 
weight 

Figure 11. Long term East Coast lamb carcase weights 
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to improved returns for sheepmeat sales. As shown in Figure 12, fine wool premiums since 2000 

have been disappointing (with the exception of 2011 and the last 12 months), this has resulted in a 

more holistic approach to breeding Merino sheep with a greater emphasis on meat traits.  

Further contributing to this move in breeding focus, the long-term discount for Merino lamb when 

compared to trade lamb prices has been declining (Figure 13). This is likely for two reasons. Firstly, 

the increasing demand for lamb has driven buyers onto Merino lambs, and secondly this increased 

focus has encouraged Merino breeders to invest in producing lambs suitable for slaughter.  

Sheep and lamb production attributes to approximately 24% of total red meat produced in Australia 

in 2016 (Table 4). The tonnes of lamb meat produced has increased since 2012, while mutton has 

experienced greater fluctuation. Considering the greater volatility in sheep slaughter (Figure 8) this is 

unsurprising.  

  

Figure 13.Long term trade lamb to merino lamb spread 

Figure 12. Fine wool premiums 18 vs 21 MPG 
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Table 4. Tonnes of meat production Australia calendar year (Australian Bureau of Statistics, 2017)   

Meat 2012 2013 2014 2015 2016 

Beef 2,113,131 2,318,700 2,553,805 2,513,899 2,10,0851 

Veal 38,900 40,363 41,345 32,920 24,202 

Lamb 443,492 469,893 486,465 508,570 515,950 

Mutton 139,232 216,637 233,992 201,920 169,868 

Pigs 351,901 360,742 362,950 373,494 386,094 

Total 3,088,668 3,408,348 3,680,571 3,632,818 3,198,981 

 Demand  
Over the last 50 years, !ǳǎǘǊŀƭƛŀΩǎ meat consumption pattern has changed significantly between the 

meat types. This can be related to a change in consumer taste as well as some supply side 

regulations such as trade restrictions and change in meat classifications. In 2015-16 !ǳǎǘǊŀƭƛŀΩǎ ǘƻǘŀƭ 

domestic consumption of lamb was 227,790 tonnes cwt (ABS, DAWR & MLA estimates). As such we 

are the third largest consumers of sheepmeat in the world with 9.5kg per capita consumption in 

2015-16 (Figure 14).  

However, consumption of sheepmeat faces challenges from social factors associated with 

production and consumption practices, including environmental consciousness, animal welfare 

concerns, health and nutrition awareness, religion and increasing competition from pork and chicken 

(Meat & Livestock Australia, 2017). The retail prices of all five meat types has steadily increased over 

the last 50 years while beef, lamb and mutton prices increased at faster rates than the prices 

increase of chicken and pork.  

In terms of market share, chicken and pork have increased their share by 3 and 2 times respectively 

in the last 50 years, at the expense of beef, lamb and mutton. Widening price spreads between red 

meat and cheaper proteins (poultry and pork) have been the driving cause. The price spread 

between retail beef and lamb meat is significantly more volatile year on year than that of poultry 

and lamb (Figure 15 & Figure 16).  Considering poultry prices have remained quite stable since 2000, 

the rising price of lamb has widened the gap between the two meats. So, while lamb, mutton and 

beef are more readily interchanged based on price at the supermarket, the trend towards 

consumption of cheaper protein meats (chicken and pork) over beef and sheepmeat reflect a 

changing demand largely based on the longer term widening price gap.  

Figure 14. Per capita consumption of meat in Australia, five meat types, 1962- 2016  




















































































































































































