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Abstract 
 
Calculating Cost of Production (CoP) is a useful beef business health check. This project 
utilised the output from CoP calculations completed by a number of NSW northern tablelands 
beef producers to develop indicative regional benchmarks for a number of Key Performance 
Indicators (KPIs). 
 
Data from those individual calculations was collated to develop the following three KPIs: 
1. Cost of Production ($/kilogram of beef produced).  
2. Kilograms of beef produced per hectare grazed (kgs/ha). 
3. Kilograms of beef produced per hectare per 100mm of rainfall received for the 2011/12 

year. 
 
The median CoP and kilogram of beef produced per hectare for 2010/11 were $1.21/kg and 
223kgs/ha respectively. 
 
In 2011/12 the median values were $1.33/kg for CoP, 155 kgs/ha and 16.9 kg/ha/100mm of 
rainfall. 
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Executive summary 
 
MLA has produced a standardised Cost of Production Beef calculator. Beef producers wishing to 
improve the performance of their beef enterprises need to have a good understanding of the 
current health of their businesses. 
  
Cost of Production is a key factor affecting the profitability of beef businesses. Calculating Cost 
of Production (CoP) is an important step in assessing herd performance and a first step towards 
making change. 
 
This project utilised a powerful network of influential and progressive beef producers located in 
the NSW northern tablelands and north west region who use innovation, new technology and 
improved management techniques, including those promoted through the MLA More Beef from 
Pastures (MBfP) program, to boost productivity and profitability.  
 
The group members are "progressive” in nature and keen to measure and monitor the 
performance and health of their businesses by calculating their Cost of Production (CoP) 
annually and use the outcome, together with other Key Performance Indicators (KPIs) such as 
kilograms of beef produced per hectare, to compare and benchmark themselves against other 
group members and the wider beef industry.  
 
This project aimed to utilise the output of these producers’ Cost of Production calculations and 
production data to develop regional benchmarks for a number of important production and profit 
KPIs. 
 
The following objectives were established for the project:  
1. To have a network of beef producers located in the northern tablelands region of NSW 

individually calculate their Cost of Production (CoP) and use the outcome to identify Key 
Performance Indicators (KPIs) for their businesses. 

2. To establish regional benchmarks for the following three KPIs: 
a. Cost of Production ($/kilogram of beef produced) 

b. Kilograms of beef produced per hectare (kgs/ha) 

c. Kilograms of beef produced per hectare per 100 mm of rainfall received 

(kg/ha/100mm) 

3. Develop regional case studies to promote regional benchmarks, improved business   

benchmarking and opportunities to engage in MBfP and regional production groups. 

 

Key results related to those objectives were: 

 37 beef businesses conducted Cost of Production calculations for the 2010/11 year. For 

the 2011/12 year 41 similar calculations were made. All calculations were done using the 

guidelines outlined in MLA’s Tips&Tools Calculating cost of production for your beef 

business.  

 Median values for the three KPIs focussed on are shown in Table 1 below: 
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Table 1: Median Profit and Production KPIs for 2010/11 and 2011/12 
 

Year Cost of production 

($/kg) 

Kilogram beef per 

hectare (Kgs/ha) 

Kilograms beef per 

hectare per 100mm 

2010/11 1.21 222 NA 

2011/12 1.33 155 17 

 

 Three regional case studies have been developed to promote regional benchmarks, 
improved business benchmarking and opportunities to engage in MBfP and regional 
production groups. An overview of this work and two producer case studies have been 
published in MLA’s member magazine Feedback. (October 2012 and January/February 
2013). 

 
This project has demonstrated that beef producers can use a relatively simple Cost of 
Production calculation to develop a number of important Key Performance Indicators which give 
a better understanding of the current health of their beef business.  
 
These KPIs can also be used to benchmark an individual business year to year within itself or 
compared it to regional (or broader) benchmarks if those benchmarks have been developed 
using a similar process. 
 
The three producers profiled in the case studies associated with this project all agree that there 
is great value in calculating CoP and that sharing knowledge gained from that experience in 
regional groups is highly valuable. These producers reflect the opinion of group members in 
general. 
 
The simple model used to deliver this project should be utilised on a broader scale to stimulate 
other beef producers to examine the health of their beef businesses.   
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1 Background  

MLA has produced a standardised Cost of Production - Beef calculator so that beef producers 
wishing to gain a better understanding of the current health of their businesses have access to 
an easy to use tool. Cost of Production (CoP) is a key factor affecting the profitability of beef 
businesses and calculating it annually is an important first step towards making change. 
 
A number of Key Performance Indicators (KPIs) can be developed from the output of a CoP 
calculation and be used in benchmarking the business year to year within itself or outside the 
business against similar enterprises. 
 
This project aimed to utilise the output of CoP calculations completed by a number of beef 
producers in the northern tablelands and north west regions of NSW together with their 
production data to develop regional benchmarks for a number of important production and profit 
KPIs. 
 
Members of the NSW Beef Profit Network coordinated by Hoffman Beef Consulting Pty Ltd 
participated in the project. Currently (Feb 2013) the Beef Profit Network includes 75 beef 
producers located in northern NSW who are members of 5 groups. Another group commences 
in March 2013. 
 
The groups are spread over a wide area and centred on Casino, Ebor, Guyra, Yarrowitch, 
Bingara/Barraba and Coonabarabran in NSW. 
 
The members collectively manage 54,900 head conservatively valued at $46.7m. A land mass of 
37,419 hectares is owned and or managed by members which has an estimated total value of 
$205.8m. 
 
It is a powerful network of influential and progressive beef producers who use innovation, new 
technology and improved management techniques to boost productivity and profitability.  
 
The group members are "progressive” in nature and keen to measure and monitor the 
performance and health of their businesses by calculating their CoP annually and use the 
outcome, together with other KPIs such as kilograms of beef produced per hectare, to compare 
and benchmark themselves against other group members and the wider beef industry. 
 
This provided an opportunity to utilise the output of their CoP calculations to develop regional 
benchmarks for three important production and profit KPIs and to extend the outcomes to the 
wider beef industry through the development of case studies which were widely promoted to 
industry. 
 
Promoting these case studies to the beef industry is an important outcome for MLA as it seeks to 
stimulate other beef producers to examine the health of beef businesses using a simple 
framework supported by tools developed by MLA and delivered through the MBfP program. 
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2 Project objectives 

To achieve the project’s aim the following objectives were established for the project:  
 
1. To have a network of beef producers located in the northern tablelands region of NSW 

individually calculate their Cost of Production (CoP) and use the outcome to identify Key 
Performance Indicators (KPIs) for their businesses. 

 
2. To establish regional benchmarks for the following three KPIs: 

a. Cost of Production ($/kilogram of beef produced)  

b. Kilograms of beef produced per hectare (kgs/ha)  

c. Kilograms of beef produced per hectare per 100 mm of rainfall received 

(kg/ha/100mm) 

 

3. Develop regional case studies to promote regional benchmarks, improved business 

benchmarking and opportunities to engage in MBfP and regional production groups. 

 

3 Methodology 

36 businesses completed CoP calculations for the 2010/11 year. They were from three Beef 
Profit Network groups: Ebor, Guyra and Yarrowitch. 
 
Forty one businesses submitted data from their CoP calculations for the 2011/12 year. They 
were from four groups including a new group in the Bingara/Barraba area of north west NSW 
who submitted data for the first time. 
 
Data was collected using a calculator in an excel format based on the content of the MLA Cost 
of Production Beef calculator available at www.mla.com.au  
 
In summary there are four components to the calculation: 
 
1. Kilograms of beef produced. This is calculated by recording any significant change that 

occurred in the inventory of livestock on the property at the end of the year compared to the 
start. Kilograms of beef sold is recorded in liveweight terms. Kilograms of beef purchased is 
subtracted from kilogram sold.  

2. Labour costs. These include permanent and/or casual labour costs plus an allowance for a 
full time owner/operator at $50,000 per year.  

3. Herd enterprise costs. These include health, selling, purchased fodder and transport 
costs.  

4. Overhead costs. As the name implies these are the costs largely incurred regardless of 
what happens in the production part of the business. For example repairs and maintenance, 
insurance, rates, pasture improvement, maintenance costs and depreciation. 

 
Total costs are divided by the kilograms of beef produced to give the CoP in $/kg liveweight. 
 
In addition total hectares grazed and the yearly rainfall (for the 2011/12 year) was recorded. 
Total kilograms of beef produced was divided by hectares grazed to calculate kilograms of 

http://www.mla.com.au/
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beef/hectare (kgs/ha). For the 2011/12 year this value was subsequently converted to kilogram 
of beef produced per hectare per 100mm of rainfall received (kgs/ha/100mm). 
 
Data was collated both within each group and also across the pooled data for the network. 
 
One producer from each of the Ebor, Guyra and Yarrowitch groups was selected to be the focus 
for the case studies.  
 
 

4 Results and discussion  

4.1 Results 

In 2010/11 36 producers contributed data for this evaluation. The median values for total 
kilograms of beef produced (kgs), kilograms produced per hectare (kgs/ha) and cost of 
production ($/kg) are shown in Table 2. 
 
Table 2. Total kgs of Beef, Kg/ha and Cost of production in 2010/11. 
 

Total kgs Kgs/ha CoP 

139,430 222 $1.21 

  
 
The range and frequency for total kgs produced in 2010/11 is shown in Figure 1. 
 
Figure 1. Range and Frequency for Total Kilograms Produced in 2010/11 
 

  
 
 
The range and frequency for kgs produced per hectare in 2010/11 is shown in Figure 2. 

In summary: 
 

 The median for total kilograms of 
beef produced was 139,430 kgs. 
 

 61% of producers produced between 
100 - 300,000 kgs. 

 

 17% produced greater than  
300,000 kgs of beef. 
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Figure 2. Range and Frequency for Kgs /Ha in 2010/11 
 

 
 
 
The range and frequency for Cost of Production in 2010/11 is shown in Figure 3. 
 
Figure 3. Range and Frequency for Cost of Production in 2010/11 
 

 
 
 
In 2011/12 41 producers contributed data for this evaluation. The median values for total 
kilograms produced (kgs), kilograms produced per hectare (kgs/ha), kilograms of beef produced 
per hectare per 100mm of rainfall received and cost of production ($/kg) are shown in Table 3. 
 
Table 3. Total kgs, kg/ha, kg/ha/100mm and Cost of production in 2011/12 
 

Total kgs Kgs/ha Kg/ha/100mm CoP 

207,521 155 16.9 $1.33 

 
 
The range and frequency for total kgs produced in 2011/12 is shown in Figure 4. 

In summary: 
 

 The median for kilograms of beef  
produced/ha was 222 kgs 
 

 72% of producers produced between 
 100 – 300 kgs/ha. 

 

 17% produced greater than  
300 kgs/ha. 

 

   In summary: 
 

 The median for Cost of Production 
was $1.21/kg. 
 

 81% of producers produced beef for 
 less than $1.60. 

 

 50% produced beef for less than 
 $1.20/kg. 
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Figure 4. Range and Frequency for total kgs produced in 2011/12 
 

 
 
 
 
The range and frequency for kgs produced per hectare in 2011/12 is shown in Figure 5. 
 
Figure 5. Range and Frequency for kgs produced per hectare in 2011/12 
 

 
 
 
The range and frequency for Cost of Production in 2011/12 is shown in Figure 6. 

    In summary: 
 

 The median for total kilograms of  
beef produced was 207,521 kgs. 
 

 73% of producers produced between 
 1000 - 300,000 kgs. 

 

 20% produced greater than  
300,000 kgs of beef. 

 

     In summary: 
 

 The median for kilograms of beef  
produced/ha was 155 kgs. 
 

 80% of producers produced between 
100 - 300 kgs/ha. 

 

 17% produced greater than  
300 kgs/ha. 
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Figure 6. Range and Frequency for Cost of Production in 2011/12 
 

.  
 
The range and frequency for kilogram of beef produced/ha/100mm of rainfall in 2011/12 is 
shown in Figure 7. 
 
Figure 7. Range and Frequency for kgs/ha/100mm of rainfall in 2011/12 
 

.  
 
 

4.2 Discussion  

Beef producers members of the Beef Profit Network who were involved in this project had not 
used the Cost of Production calculator before joining the network. They participated in an 
introductory half day workshop after which most were able to complete the calculation without 
any further face to face assistance. A small number did require clarification in regards to some 
aspects of completing the task but it was able to be provided without further face to face contact. 
 
Sourcing the required data from their record system was difficult for some project participants in 
year one but in most cases that was not a problem in year two. 
Feedback from the project participants was extremely positive. They openly commented that 
completing the Cost of Production calculation gave them an insight into aspects of their 
businesses which previously they were not aware of or had ignored. 
 
Understandably many were hesitant about sharing and discussing their individual results in an 
open and transparent way as part of a group review workshop session. This was overcome by 

     In summary: 
 

 The median for Cost of Production 
 was $1.33/kg. 
 

 56% of producers produced beef 
for less than $1.60/kg. 

 

 22% produced beef for less  
than $1.20/kg. 

 

    In summary: 
 

 The median for kgs/ha/100mm 
of rainfall was 17/kg. 
 

 82.5% of producers produced 10 – 30  
kgs/ha/100mm. 

 

 7.5% of producers produced  
greater than 30/kgha/100mm. 
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the development of mutual trust and confidence amongst the group members and 100 per cent 
participated in the review workshops. The overwhelming comment made by individual producers 
in the evaluation of these workshops was that “it was the best thing I ever participated in”. 
 
 

5 Success in achieving objectives  

PROJECT OBJECTIVE 1 
 

To have a network of beef producers located in the northern tablelands region of NSW 
individually calculate their Cost of Production (CoP) and use the outcome to identify Key 
Performance Indicators (KPIs) for their businesses. 
 
This objective was successfully achieved by having 36 beef producer members of the Beef Profit 
Network complete a Cost of Production calculation in 2010/11 and 41 in 2011/12. The Beef 
Profit Network has expanded and it is anticipated that 65 members will complete a cost of 
Production calculation for the 2012/13 year. 
 
A number of other important Key Performance Indicators(KPI) for profit such as kilograms of 
beef produced per hectare and kilograms of beef produced hectare per 100mm of rainfall are 
also  calculated as part of  the Cost of Production calculation. 
 
Within the Beef Profit Network benchmarking of these KPIs is conducted at three levels: 

 Year to year for the individual businesses. 

 Within group. 

 Across the network. 
 
Results are discussed in an open and transparent manner at workshops for each group which 
facilitates a high level of sharing in regards to experience and knowledge. Also as part of this 
workshop process, individual members develop a focus and set goals for their businesses and 
report back on progress towards achieving them. Feedback indicates that this is a highly 
valuable outcome.  
 
In the 4 year period up to 2011/12 the key area of focus has been on increasing productivity 
(kilograms of beef produced) and controlling Cost of Production. The trends in these KPIs for 
network members who have supplied data for the period 2008/09 to 2011/12 are shown in 
Figure 7. 
 
 
 



Beef business health check: developing regional benchmarks 

Page 13 of 18 

 
Figure 7. Trends in Cost of Production and Total Kgs Produced over 4 Years. 

 

 
 
 
These results indicate that members of the Beef Profit Network are achieving success in 
meeting their goals of improving productivity and controlling their Cost of Production. Kilograms 
of beef produced is trending up and Cost of Production has decreased. 
 
 
PROJECT OBJECTIVE 2 
 

To establish regional benchmarks for the following three KPIs: 
a. Cost of Production ($/kilogram of beef produced)  
b. Kilograms of beef produced per hectare (kgs/ha)  
c. Kilograms of beef produced per hectare per 100 mm of rainfall received 

(kg/ha/100mm). 
 
The results presented in Section 4 are derived from data collected over just two years and 
benchmarks developed from it should be considered as preliminary. Year to year variations can 
occur for many reasons and cause the results to be misleading. Trends developed over a 
minimum of three years will give a more reliable benchmark both at the individual business and 
regional level. Five years of data would be preferable. 
 
Indicative regional benchmarks have been developed based on the two years of data available 
from this sample of beef producers located in the NSW northern tablelands region. They are 
shown in Table 4. These indicative benchmarks will be updated as data for more years is 
collected and the updated benchmarks will be provided to beef producers in that region. 
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Table 4: Indicative Region Benchmarks for Important Production and Profit KPIs 

 

Year Cost of Production 

($/kg) 

Kilogram of beef per 

hectare (kg/ha) 

Kilogram of beef per 

hectare per 100mm of 

rainfall (kg/ha/100mm) 

2010/11 1.21 222 N/A 

2011/12 1.33 155 16.9 

Mean 1.27 189 16.9 

 

PROJECT OBJECTIVE 3 
 

Develop regional case studies to promote regional benchmarks, improved business 
benchmarking and opportunities to engage in MBfP and regional production groups. 
 
Three regional case studies have been developed to promote regional benchmarks, improved 
business benchmarking and opportunities to engage in MBfP and regional production groups. 
An overview of this project work and two of the producer case studies have been published in 
MLA’s member magazine Feedback (October 2012 and January/February 2013). These articles 
can be found in Appendix 1.  

 
 

6 Impact on Meat and Livestock Industry – now & in five 
years time  

Beef producers face a constant challenge to remain profitable in an operating environment 
where input costs are constantly rising. Without productivity gains made by adopting innovative 
production and management technologies, many beef businesses would be unstainable. 
 
Beef producer members of the Beef Profit Network have shown that by making gains in 
productivity (kilograms of beef produced) they have decreased their Cost of Production. 
 
Kilograms of beef produced and CoP are strong indicators of profitability and a simple cost of 
production calculation enables beef producers to determine these KPIs for their businesses. 
 
This project has demonstrated that commercial beef producers can take this initial step towards 
gaining a better understanding in regards to the health of their beef businesses by using the 
MLA Calculating Cost of Production for your beef business tool. 
 
 
Beef producers should be encouraged to use the tool to calculate Cost of Production for their 
businesses and be assured that they can do it relatively easily without necessarily seeking 
professional support. Importantly though they need to be made aware that a result from just one 
year of data can be misleading. The trend over three years should be the minimum and it is 
important to be constituent year to year with the assumptions used as part of the calculation. 
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Benchmarking their businesses within their own operation year to year and also against regional 
benchmarks such as those established by this project adds significant value to the outcome and 
should also be encouraged across the southern Australian beef industry over the next five years. 
It is important though that any benchmarking which is undertaken outside the business be only 
done against businesses where the data has been collected and collated in the same manner.  
 
 

7 Appendices 

1. Appendix 1: Kilos and Costs – the profit drivers. Feedback October 2012, page 22. 
2. Appendix 2: Questioning cost of production. Feedback October 2012, page 23. 
3. Appendix 3: Growing more meat not the herd. Feedback January/February 2013, page 15. 
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