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EXECUTIVESUNmiARY 

This report has reviewed existing benchmarking systems within the on-fann, feedlot, meat 
processing and post processing sectors of the Australian meat industry. Detailed bencluna~ked 
results for each section have been provided. This summary addresses our recommendat10~ 
fQ.r !l;le continuation and development of belicluriat-k systems within each of these maustry 
sectors. 

ON FARM 

Our attempt to benclunark on-fann enterprises on the basis of broad enterprise types and 

within broad geographic regions illustrotcs the limited usefulness of such an_cxcr~ise. :Vhi~e 
large differences in costs between average and low cost producers have been tdentlfi~d m t~ts 
study, individual producers would largely benefit from being benchmarked aga1nst hke 
operations within their geographic locali!)'. Past studies, most notably the South West 
Monitor Farm, Fanncheque, Taylor Byrne and Beef Manager, have provided formats for data 
collection and data analysis for various benchmarking exercises but differences exist bel ween 

~·Our recommendations for on-going, on-farm bcnclunarking include: 

1. That the ABARE template used for their Famt Surveys Report be promoted as the / 
standard for conducting enterprise benGluna.rking at the on-farm level. 

2. 

3. 

That the ABARE template be extended to include: 

• 

• 

provision for producers to nominate their primary enterprise type (cg, prime 
Jamb, beef, wool sheep etc) and to then be benchrnarked against like 
enterprises; and 

benclunarking of costs on a 'dollars per productivity index' where the 
productivity index is weighted for wool, grain and meat production. 

That MRC support the promotion of localised benchmark groups duough the 11 
provision of promotional funds to State Departments of Agriculture. These 
department'> would then coordinate regional benchmarking groups on n cost recovery ~ 

basis. Standard analysis would be undertaken by ABARE who would aggregate data 
for industry analysis. ABARE would undertake this work on a cost recovery basis 
with pnyment from State Departments of Agriculrurc. 

FEEDLOT 

Prior to this study, no previous cost benchmarking had been undertaken within the Australian 
feedlot industry. Our recommendations are that: 

I. An independent feedlot benchmark service be provided to the industry on a cost 
recovery basis. Proposed templates for this seiVice are provided in Annex 2. Emphasis 
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to be given tQ the collection of all infonnation related to the cost of capital (eg, 
depreciation and interest). 

2. An attempt be made to improve productivity data tluough the collection of carcase 
infonnation. 

3. MRC provide a 50% subsidy to participating feedlots, for the first two years, as an 
inducement to join the scheme. 

4. MRC appoint a suitably qualified group, in consultation with ALFA, to undertake the 
benchmarking on a confidential basis with participating feedlots . 

5. Aggregated industry findings would be provided to MRC and ALFA on the basis that 
the infonnation did not breach any confidentiality of the feedlot participants. 

6. Consideration be given to ihe fonnation of an alliance wiih US feedlot benchmark 
groups to facilitate inter country comparisons. 

MEAT PROCESSING 

The beef in.dustry benclunarking that has been conducted to date has provided benefits at two 
levels: 

• Enterprises have been able to examine their performance compared with both national 
and international best practices. The benchmark infonnation has allowed decision 
makers at the enterprise level to focus on improving practices and costs in the areas of 
poorer performance. 

• Benchmarking at the industry level has allowed the characteristics of this sector to he 
analysed and discussed More importantly, it allows the international competitiveness 
to be rated. The international competitiveness of the beef industry needs to be 
addressed at an industry level as well as at the enterprise level. 

The Booz-Allen Hamilton study assessed that while some improved performance could be 
achieved at the enterprise level, the major disadvantages for the Australian bt:~f sector were 
structural and needed to be addressed at an industry leveJ. 

Benchmarking in the Australia meat industry has advantages at both the enterprise and 
industry levels, therefore it is considered appropriate that both enterprise and industry 
contribute to the cost of further benchmarking. 

The consultancy cost of conducting benchmarking at the enterprise level is currently $5000 
per ente1prisC that has previously participated in the 1994 or 1995 studies. 

The cost for new participants is approximately $7500 per enterprise due to the need to spend 
time ensuring that the data is supplied in a form that complies with the study format and 
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definitions. Travel and expenses incurred in conducting the studies would be extra to the fees 
detailed above. 

The participant fee covers data input (including an initial site visit for a new participant), 
participant report, report presentation and model software for plants to make more regular 
comparisons. The extra $2500 for new participants is to allow for an initial site visit plus 
access to the software model. 

It is considered appropriate that MRC/MIC should provide funding assistance to any of the 

processing benchffiark studies in order to obtain access to an industry summary of the data. 

The industr-y summary will assist in the formation of rational activities to improve the 

performance of this sector. 

The MIC!lviRC provision of funding support for the continuing meat processing 

benchmarking is recommended for a number of reasons; 

1. 

2. 

3. 

4. 

Rating of the industries international competitiveness is important at the industry 

level. Individual enterprises are Jess interested in international comparisons than in 
national comparisons. 

An industry perfOrmance monitor is required. This is currently even more relevant as 
the industry is likely to enter a period of change in the industrial relations 

envirownent. 

At the enterprise level actions can be taken to improve individual perfonnancc as a 
result of knowledge of competitive performance that will in itself improve industry 

perfonnance. 

The improvement in average performance between the 1993 and 1994 Benchmarks 

showed a benefit to the industry of$0.12 per kg FW. Across the total finished vteight 
represented by the plants included in the benchmarking this represents an 

improvement in overall industry costs of in excess of $30 million. lf only 5% of tills 
was somehow due to response to the benchmark data this would represent an industry 

saving eighteen times the value of the benchmark project. 

It is most likely that the Australian industry level funding contribution would need to be 
higher for international meat processing companies than for Australian companies in order to 

encourage participation. Intemational competitors, particularly USA and NZ, consider that 

Australia has something to learn from them but that they have little to learn from the 

Australian industry. 

Australian processors are very interested in intra country comparisons and it is considered 

that sufficient companies will participate. 

Individual plant data will of necessity need to be kept confidential. 
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Assuming ten plants (Australian and International) from each of the four categories are 

included in each year the cost of the project would be in the order of $200,000 for fees plus 

travel and expenses. 

Australian Comparisons 

The following recommendations are made for comparisons between Australian meat 

processors. Meat processors should be benchmarked within four broad industry groupings, 
these being: 

Export Beef. 

• Domestic Beef. 

• Export Mutton (boneless). 

• Domestic Lamb (carcase). 

As the studies develop it may be appropriate to further split the export beef category into two 
groups: 

• Japanese grain fed beef processors; and 

• others. 

It is recommended that: 

1. A minimum of five pnrticipnnts per sector is included in order to generate average and 
best in class figures for the period of the study and to maintain confidentiality. 

2. Data period to be 12 month financial perfonnance. 

3. Data to be collected as shown in attached templates (Armex 3). 

4. Both cost nnd revenue strcnm dntn to be collected and analysed. 

5. Collection of productivity information to be improved by collecting plant staffing and 
working hours for each functional o.reo.. 

International Comparisons 

For the beef processing sector international comparisons should be with NZ and US 
performance. South America should be considered for future inclusion. 

The US should be targeted to include plants representative of "Choice" beef operations and 
manufacturing (cow) beef operations. 

For sheep and lamb processors the comparisons should be with NZ participants. 

Intern::nional participants should be invited to be included in the Benchmarking on the basis 

that their involvement is at the expense of the Australian industry (ft!es and expenses paid by 
the Australian industry). 
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Over a period of time the intention would be that at least 5 participating plants from each of 

the competing COWltries would be included in the study. Once this was achieved then a 
comparison of say a US company perfonnance against the aver~gc and B!C of other US 
plants could be conducted, and consequently Australian industry funding reduced. 

The methodology and outputs would be the same as for the Australian participants. 

POST PROCESSING 

Existing benclumlrking systems were examined within three broad groups within the post 
processing sector. Our recommendations for on-going benchmarking work within each of 
these groups are: 

1. Wholesaler and Food Service Sector. 

Many meat wholesaler operations are part of a meat processing enterprise and are 
therefore subject to being benchmarked within that sector. Other meat wholesaler 
operations are primarily trading organisations with low overhead costs. They are 
extremely reluctant to provide cost infonnation and the industry benefit and individual 
enterprise benefit likely to be obtained via benchmarking would be limited. 

2. Retail Sector. 

Established benchmark systems already operate through MATFA and FMRC. We do 
not recommend any change to the established systems nor the manner in which they 
operate. 

3. Export Sector. 

This sector is made up of non packer exporters and as discussed for meat wholesalers 
little benefit is likely to be achieved through establishment of an enterprise 
benchmarking system . 
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1. ~ODUCTION 

The major objective of this project is to establish the systems and framework for widespread 
adoption of enterprise benchmarking in mainstream sectors of the meat industry, 

Industry wide statistics on costs and structure are of little commercial value to individual 

businesses. For the enterprise, the primary purpose of benchmarking lies in comparing . 
specific activity costs against particular management practices, production procedures or 
technological packages and then progressively making the changes to capture the lower costs. 
Done properly oVer time, these benchmarking syste~ provide the basis for inter-finn 

comparisons and ongoing enterprise improvement. 

A considerable amount of enterprise benchmarking has already occurred in the slaughtering 
and fabrication areas of beef and sheepmeat, much of which is documen1ed in this report. A 
framework for introducing these programmes nationally and encouraging their adoption is 
proposed. 

Benclunarking at the retail level occurs within the supermarket industry but the data are often 
subject to commercial confidence while enterprise comparisons between butchers have been 
undertaken by MATFA. 

At the on~farm level, fonns of financial benchmarking have been conducted fur many years 
by State Departments of Agriculture, Universities, and at a national level by ABARE. There 
is also a lot of published information on the economic benefits of particular management 
practices. Because of 1hc relatively dcccntraliscd and small size of many of the on-farm 
enterprises we have proposed a regionalised approach to maximise the benefits for producers 
from on farm benchmarking. 
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2. ON FARM BENCHMARKING 
I 

2.1 INTRODUCTION 

Data for this section were sourced from ABARE for the 1993/94 financial year. The ABARE 
data set was used because it provided the most comprehensive coverage of Australian farm 
business units and avoided duplication of data collection from individual primary producers. 
Whilst some regional data sets were available (see list below), collectively they did not offer 
the same coverage as ABARE and did not offer consistency of data collection between them. 

ABARE's annual survey includes personal interviews of all farm operators or managers of 
participating fann business units. The information collected includes physical and financial 
details of the farm business for the financial year ending 30 June and is supplemented, where 
necessary, with information from accountants, selling agents and marketing organisations on 
the authority of responding fanners. The survey is designed and samples selected on the basis 
of a framework provided by the Australian Bureau of Statistics (ABS) based on their 
Agricultural Census carried out in March of each year. ABARE only includes establishments 
with an estimated value of agricultural operations in excess of $22,500. 

ABARE's database (approximately 1,500 producers) has been reanalysed to provide 
benchmarks for producer enterprises within geographic regions based on ABS statistical 
groupings and broadacrc enterprise groupings. These regions are shown in Figure 2.1. 
Selected demographic data for key cnterprist:S wilhin regions are provided in Table 2.1. 
Complete data sets are provided in Annex I. 

Comparisons have been made with data from other relevant studies including: 

NSW Agriculture 1994: Prime Lamb Emerprlse Analysis: pers commA. White, DLO 
Sheep & Wool, Cowra, NS\V. 

Taylor Byrne Agribusiness 1994: Financial and Management Profiling of the 
Northern Beef Industry Project (M418): report to the Meat Research Corporation. 

• Agriculture Victoria 1995: South West Victorian Monitor Farm Project- Summary of 

results 1993-94: A. Patterson, Pastoral & Veterinary Research Institute, Hamilton, 
Vic. 

Agriculture Victoria 1995: Beef Manager - lmproving the productivity of beef 
production in southern Australia: report on project DAV079 to the Meat Research 
Corpomtion. 

Differences exist between these data sets with respect to the method of collection and 

analysis. Primary differences are listed in Table 2.1. 
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TABLE 2.1 :DIFFERENCES BETWEEN ON-FARM BENCHMARK DATA SETS 

• 
Data Set Years Differen<:es 

ABARE 1977+ Financial data al!ocated by broadacre enterprise type. Includes 
all fann data associated with all operations (eg, cattle, sheep, 
cropping). Australia wide representation. 

Prime Lamb 1993/94 Allocation of mixed enterprise costs to prime lamb component 
Enterprise based on the percentage area of the farm devoted to Jamb 

production. 

Prorlucers in Canow.indra Fanncheque Group, NSW 

M418-Taylor Byrne 1991/93 Review of beef cattle enterprises only. Reported weaknesses 
with treatment of livestock inventory changes and the handling 
of capital expenditure/depreciation items. 

Beef t:nterprises in ct:ntml Queensland 

SW Monitor Fann 1969-94 Advantage in that attempts are made to maintain consistency of 
participants from year to year. Therefore allows for both trend 
and perfonnance variation analyses. Analysis carried out by 
fann business unit and within enterprise type. 

Mixed entcrp:ises in soutJ1 wt:st Victoria. 
BeefManagcr 1990-94 Beef enterprises throughout Victoria. Allocation of mixed 

enterprise costs to beef component. Project to demonstrate gains 
possible through adoption of nhcmntivc mnnngcmcnt prncticcs 
rather than true benchmark stu~. 

(.:...,~ r) Trft'i; Jt-..y....a--1: 

FIGURE 2.1 'GEOGRAPillC REGIONS USED FOR 
BENCHMARK COMPARISONS 
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1·High Rainfall Soulh 
2·H!gh Rainfall North 
3-Whaat-sheep Sooth 
•P•"-11mat-sheep North 
5-Pastoral Soulh 
6-Pii~Wfa! Nonh 
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ABARE's broadacre industry classifications have been used for comparison between 
geographic regions and between classifications within a region. The broadacre industry 
classifications benchmarked in this study include: 

1. Beef Enterprises - fanns with approximately 75% or more of production coming from 
beef cattle. 

2. Sheep Enterprises - farms with approximately 75% or more of their cash n:ceipls 
coming from wool nnd sheep production. 

3. Sheep--Beef Enterprises - farms with approximately 75% or more of production 
coming from sheep.and beef cattle. 

Sheep and Sheep/Beef enterprises Were further stratified to enable benclunarking of prime 
lamb producers. ABARE does not specifically collect informatjop for prime lamb producers 

so an arbitrary figure of at least 500 lambs sold per annum was used. This approach is less 
than desirable since it would also include some large, dedicated wool producers who sold 

more than 500 lambs in a year. 

Table 2.2 lists the key physical data for all farm enterprises benclunarked. For both the 
physical and financial data, LC refers to the lowest co'st producer. In order to protect the(/ 
confidentiality of participants within the ABARE survey, LC in this case refers to the average 1 
of 5% of the lowest cost producers within any sample. 
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2.2 BENCHMARKRESULTS 

To enable comparison between enterprises v,rithin and across regions, all costs have been 

expressed as $/dry sheep equivalent (dsc) turned off so that all enterprises are benchmarked 
on the basis of costs per production unit. DSE's were used to provide for mixed species 
operations with the following conversions used: 

Category DSE 

Cow/Calf 13 

BeefWeaner 8 

Heifer/Steer 10 

Ewe/Lamb !.8 

Sheep wcancr 0.8 

Wether I 

Comparisons haVe also been made for $/dse run and $/hectare in the following sections. 

2.2.1 Limitation.'3 ofthcSh1dy 

Benchmarking of farm operations is made difficult by the large variation in operation type 
between individual farm units. This is the c.u;e within a geographic region (e,g, prime lamb 
producers in the northern tablelands of NS\V) but is magnified for any attempt to compare 
enterprise types between regions (eg, beef cattle enterprise in central Qld v beef cattle 

7 enterprise in southwest Victoria). The utilit)' of national b~nchmarks is therefore limited, 
---------··----~-- .. ~~ 

The da!a presented in this report are related to the 1994/95 financial year and as such reflect 
the seasonal and financial circumstances applying during that period. Environmental and 
other factors will therefore impact on the data reported. 

In many cases in the data that follows, low cost producers are ch~raeterised by lower 'repairs 
and maintenance' and lower 'crop & pasture chemical and fertiliser' costs. Although direct 
extrapolation is nOt possible, this finding does question the long tenn viability/profitability of 
operations adopting such practices. Low cost does not necessarily mean sustainability. 

2.2.2 BeefEntcrpdse 

A veragc beef enterprise costs of production by region arc provided in Figure 2.2 on the basis 
of dry sheep equivalents (dse) turned off. Corresponding data for the lowest cost producer in 

ench of these regions are also provided in Figure 2.2. 
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FIGURE 2.2 : BEEF ENTERPRISE COSTS PER DSE TURNED OFF 
BY REGION· 1994/95 

• 
' ' . l 
l 

Source: ABARE 1994195. 

For 1994/95, higher costs of production per dse turned off were reported for northern beef 
producers. Major differences in costs W!!re observed for 'other' (includes Insurance, Leasing, 
Plant Hire, Travel & Entertainment, AI and Herd testing, Seed, Advisory services and 
Sharefarmer payments), 'repairs and maintenance', 'fuel; oil, grease and power', and 'fodder 
and agistn;J.ent'. Gross margins for the lowest cost producers ranged from $17.90 per dse 
turned off in the Pastoral region to $38.70 per dse turned off in the southern Wheat Sheep 
region. Lowest cost producers were identified as having higher cattle tum off nttes than Uteir 
respective enterprise averdges which would lower their cespective costs when compared on 
the basis of dse tum off. 

Figures 2.3 to 2. 7 provide more detail on cost comparisons on the basis of dse turned off for 
low cost and average cost beef producers within regions. 

FIGURE 2.3 :HIGH RAINFALL SOUTH- LOW COST V. 
AVERAGE COST PRODUCERS 
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The significant differences between low cost and high cost producers occurred in a number 
areas. 

• Average cost producers had substantially higher livestock purchases per dse turned off 
($6.7 v $0.4) . 

• Fodder and agistment costs were nearly 3 times as high !Or average cost producers . 

• Crop and pasture chemical costs were 4 times higher for the average cost producers. 

• Repairs and maintenance costs were 5 times higher. 

• In comparison to other regions this region had the lowest com of production on a dse 
turned off basis. 

FIGURE 2.4: HIGH RAINFALL NORTH- LOW COSTV. 

AVERAGE COST PRODUCERS 
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" 
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" 

Jn the High rainfall north the costs per dse turned were more than 4 times higher for 
average cost producers compared to low cost producers. 

Significant differences were recorded in the area of other costs, livestock purchnses, 
administration, repairs and maintenance and fueL 

Fodder and ap)stment costs were 15% {$8/dsc) of costs turned off for average cost 
producers and only 3% of costs for low cost producers. 
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FIGURE 2.5 : WHEAT-8HEEP SOUTH· LOW COST V. 
A Vl!RAGE COST PRODUCERS 
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Total costs per dse turned off were $6? for average cost producers in this region and 

Sl&for low cost producers. 

There were significant differences in livestock purchase costs ($7.4 v $1 .3/dse turned 

ofO and associated costs. 

• The rent and rates costs fOr average cost producers were 8.3/dse turned off or 3 times 

higher than the low cost producers. 

Repairs and maintenance and crop and pasture chemicals and fertilisers are also 

significantly different between low and average cost producers. 

FIGURE 2.6: WHEAT-SHEEP NORTH- LOW COST V. 
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• Average cost producers in the wheat-sheep north had production costs 4 times higher 
than low cost producers. + 

• 

• 
• 

• 

• 

• 

Significant cost differences occurred in livestock purchases and livestock associated 

costs such as fodder and agistment. 

Livestock purchases were 9% of average cost producers tota1 costs . 

Fuel, oil, grease and elcClricity costs were 5 times higher for average cost producers in 
this region ($10.5 v $$2.Vdse turned off). 

Repairs and maintenance costs were also significantly different ($2.8 v $14.4/dse 

turned off). 

This region had the highest repairs and maintenance costs of all regions . 

FIGURE 2.7: PASTORAL- LOW COST V. AVERAGE COST PRODUCERS 
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The pastoral zone had the largest difference in costs between low cost and average 
cost producers. 

The pastoral zone had the highest average cost production of more than $81/dse 
turned off. 

Average cost producers faced costs in the 'other' category of $25/dse turned off 

compared to $2.8 for the low cost producers. 

Average cost producers in the Pastoral region have wages costs 5 times higher than 

the low cost producers and the highest wages bill across aJl regions. 

Livestock purchases differed by $10.6/dse turned off. 

The repairs and maintenance bill was 6 times higher for average cost producers. 

Average cosl producers in this region faced the highest interest bill of any producers 

($8.5/dse turned off). The interest cost is more than 10% of total costs for average cost 
producers. 
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Figures 2.S and 2.9 show costs expressed on a per dse run and per hectare basis. In both cases 
the low cost producers remained the same as those calculated on a dse turned off basis. 

FIGURE 2.8 :BEEF ENTERPRISE COSTS PER DSE RUN BY REGION -1994/95 
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Source: ABARE l994/95. 

Direct comparisons between results of different studies are not valid because of differences in 
the way data were analysed. Table 2.3 provides the relative difference in costs between 
average and low cost producers within each study. The costs of the lowest cost producers 
were between 21% and 88% of the average cost producer depending on the region. 

TABLE 2.3 :COMPARISON BETWEEN STUDIES OF DIFFERENCES IN COSTS 
BETWEEN LOW AND AVERAGE COST BEEF PRODUCERS 

Database Region Year Low Cost/Av 
Cost (%)1 

ABARE High Rainfall South 1994/95 46.5 

Wheat Sheep South 21.0 

SW Vic Monitor Farm South West Victoria 1993-94 30.6 

ABARE High Rainfall North 1994195 88.1 
Wheat Sheep North 24.0 
Pastoral North 24.8 

Taylor Byrne M.4l3 Central Queensland 1992/93 81.1 

Costs of Lowest cost producer as percentage of Average cost producer in a region. 
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FIGURE 2.9 : BEEF ENTERPRISE COSTS PER HECIARE BY REGION - 1994/95 
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Source: ABARE 1994195. 

2.2.3 Sheep Enterprise 

A vcrage costs per dse turned off for sheep enterprises within regions are provided in Figure 

2:10. Corresponding data for lowest cost producers, in each region, are also provided in 
F1gure 2.1 0. These data are affected by the rclntivc contribution of wool production to the 
enterprise. In all regions, wool production for the lowest cost producer, as a contribution to 
total gross receipts, was less than that for the respective average. The greatest differences 
were recorded in the High Rainfall Southern {39% low cost v 63% Elvcrngc) and the Southern 
Pastoral regions (49.8% v 70.1%). 

FIGURE 2.10 'SHEEP ENTERPRISE COSTS PER DSE TURNED OFF BY REGION 

• 
l 
~ 

'" 

~. 

Source: ABARE 1994/95. 
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Figures 2.11 and 2.12 show costs expressed on a per dse run and per hectare basis. In both 
cases the low cost producers remained the same as those calculated on a per dse turned off 
basis. 

FIGURE 2.11 :SHEEP ENTERPRISE COSTS PER DSE RUN BY REGION 
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Source: ABARJ:.: !994195. 

FIGURE 2.12 : SHEEP ENTERPRISE COSTS PER HA BY REGION 

PS.AV 

.:r source: ABARE J994t95. 
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2.2.4 Sheep Enterprise- Prime Lamb Producers 

Prime Jamb producers were identified within the Sheep Enterprise database as those 
producers selling more than 500 lambs during 1994/95. Inevitably tltis would include those 
wool producers who had sold more than 500 lambs and possibly explains the inclusion of the­
Southern Pastoral group in Figure 2.12. 

FIGURE 2.!3 :SHEEP ENTERPRISE COSTS PER DSE TURNED OFF BY REGION 
-PRIME LAMB (MIN 500 LAlVIBS SOLD) 
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Source: ADAR£ 1994195. 
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There is little difference in costs per dse turned off between southern and northern prime lamb 
enterprises. Figures 2,14 and 2.15 show costs expressed on a per dse run and per hectare 
basis. For S/dse run, the low cost producers remained the same as those calculated on a dse 
turned off basis. However, when compared on the basis of $/ha the low cost northern High 
Rainfall producer recorded costs higher than the average. 
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FIGURE 2.14: SHEEP ENTERPRISE COSTS PER DSE RUN BY REGION­
PRIME LAMB (MIN 500 LAMBS SOLD) 

Source: ABARE 1994195. 
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FIGURE 2.15: SHEEP ENTERPRISE COSTS PER HA BY REGION- PRIME LAMB 
(MIN 500 LAMBS SOLD) 
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Source: ABARE 1994/95. 

2.2.5 Sheep-BecfEnterprisc 

Average and low cost profiles on a per dse turned off basis are provided in Figure 2.16 for 
Shccp-Bccfcnlcrprises. In general, lowest cost producers possessed higher caUle populations 

as a proportion of total' DSE's run than the respective average. In all cases, the lowest cost 
producer recorded a higher gross margin than the respective regional average. 
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Total costs per dse run and per hectare are provided in figures 2.17 and 2.18 respectively. For 
$/dse run. the low cost producers remained the same as 1hose calculated on a dse turned off 
basis. However. when compared on the basis of $/ha the low cost Wheat Sheep producer 
recorded costs higher than the aveiage. 

FIGURE :!.16 :SHEEP-BEEf ENTERPRISE COSTS PER DSE 

TURNED OFF BY REGION 
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Source: ABARE 1994/95. 
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FIGURE 2.17: SHEEP-BEEF ENTERPRISE COSTS PER DSE RUN 
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Source: ABARE 1994195. 
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FIGURE 2.18: SHEEP-BEEF ENTERPRISE COSTS PER HA BY REGION 
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Source: ABARE 1994/95. 

2.2.6 Sheep-Beef Enterprise- Pdme Lamb Producers 

Average and low cost profiles on a per dse turned off basis are provided in Figure 2.19 for 
Prime Lamb producers within Sheep-Beef enterprises. Prime Lamb producers were identified 
as those enterprises selling at least 500 lambs during the 1994/95 financial year. 

Due to limitations in the ~ARE data set, low cost producers could onJy be identified for the 
High Rainfa1l Southern region. Gross margins for the average High Rainfall Southern 
producer were higher than that for the lowest cost producer ($14.80 v $9.80 respectively). 
Average cost High Rainfall Southern derived proportionally more of their income from wool 
production which would be reflected in higher costs per dse turned off. 

Total costs per dse run and per hectare are provided in figures 2.20 and 2.21 respectively. For 
$/dse run, the low cost producers remained the same as those determined on a $/dse turned 
off basis but recorded higher than average cost-; when compared on the basis of $/ha. 
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FIGURE 2.19 : SHEEP-IlEEF ENTER!>RISE COSTS PER DSE TURNED OFF 

BY REGION- PRIME LAMB (MIN 500 LAMBS SOLD) 
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FIGURE 2.20 : SHEEP-BEEF ENTERPIUSE COSTS PER DSE RUN­

PRIME LAMB (MIN 500 LAMDS SOLD) 
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Source: ABARE 1994/95. 
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FIGURE 2.21 : SHEEP-BEEF ENTERPRISE COSTS PER HA BY REGION -PRIME 

LAMB (MIN 500 LAMBS SOLD) 

Source: ABARE 1994/95. 

2.3 ENTERPRISE SIZE RELATIONSHIPS 

Relationships between property size (in terms of total DSE's ntn) and <:osts per dse turned off 

are provided for all enterprise types in figures 2.22-2.26. The relationship between property 
size and margin per dse turned off is also shown for sheep and beef/sheep enterprises. While 
some figures may show economies of size trends in terms of falling costs or increasing 
margins with increasing size, consistent trends are not forthcoming and may reflect the vast 

differences in enterprise types and environments from which the data have been collected. 

FIGURE 2.22 :BEEF ENTERPRISE- SIZE-COST RELATIONSHIP 
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Source: ABARE 1994/95. 
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FIGURE 2.23: SHEEP ENTERPRISE -SIZE-COST RELATIONSHIP 
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FIGURE 2.24: SHEEP ENTERPRISE -SIZE-MARGIN RELATIONSHIP 
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FIGURE 2.25 :SHEEP-BEEF ENTERPRISE -SIZE-COST RELATIONSffiP 
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FIGURE 2.26 :SHEEP-BEEF ENTERPRISE -SIZE-MARGIN RELATIONSHIP 
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Source: ABARE 1994/95. 

2.4 COMPARISON WITH OVERSEAS 

The usefulness of the data we have presented for on~fann benchmarking are limited because 
of the difficulty associated with comparing individual enterprise types across geographic 
regions (eg, cost comparison of a beef enterprise in northern Qld with a beef enterprise in 
south west Victoria which also derives a large proportion of its income from sheep 
production). Any attempt to compare Australian producers with their international 
competitors is constrained even further on this basis. 

2.5 RECOMMENDATIONS FOR ENTERPRISE BENCHMARKJNG 

Our attempt to benchmark on-frum enterprises on the basis of broad enterprise types and 
within broad geographic regidhs illustrates the limited usefulness of such an exercise. While 
large differences in costs between average and low cost producers have been identified in this 
study, individual producers would largely benefit from being benchmarked against like 
operations within their geographic locality. Past studies, most notably the South West 

Monitor Farm, Farmcheque, Taylor Byrne and Beef Manager, have provided formats for data 
collection and data analysis for various benchmarking exercises but differences exist among 

them all. Our recommendations for on-going, on-fnrrn benchmarking include: 

J. That the ABARE template used for their Fann Surveys Report be promoted as the 
standard for conducting enterprise benchmarking at the on-fann level. 

A AAC;\IIi'fiER.l'llATIONAL D£LJV£RJ;>;G P&\CFICALSOLUTIO;...!S 

I 
-, 

I 
:.-j 

I 

j 

J 

El'o'TE.RPRISJ: BENCHO\lARKJNG 
fonlr~ MEAT RESEARCH CORPORA.TIO~ 

2. 

3. 

That the ABARE template be extended to include: 

• 

• 

provision for producers to nominate their primary enterprise type (eg, prime 

lamb, beef, wool sheep etc) and to then be benchmarked against like 
enterprises; and 

benchmarking of cosl<; on n 'dollars per productivity index' where the 
productivity index is weighted for wool, grain and meat production. 

That MRC support the promotion of localised benchmark groups through the 
provision of promotional funds to State Departments of Agriculture. These 
departments would then coordinate regional benchmarking groups on a cost recovery 
basis. Standard analysis would be undertaken by ABARE who would aggregate data 
for industry analysis. ABARE ·would undertake this work on a cost recovery basis 
'\vith payment from State Departments of Agriculture. 
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3. FEEDLOT BENCHMARKING 

3.1 INTRODUCTION 

No previous cost benchmarking has been undertaken in the Australian feedlot sector. Data for 
this study were obtained from confidential surveys of 10 feedlots located throughout south 
east Queensland and New South Wales. Collectively these areas account for around 83% of 
estimated feedlot capacity. Data were collected for the 1994/95 financial year. Comparison 
with the US industry is based on 1992/93 data from 30 feedlots subscribing to Professional 
Cattle Consultants: 

The objectives of the study were to: 

• Determine key cost drivers and measures for benclunarking. 

• Develop a bru:;eline from which subsequent cost reduction an.d productivity 
improvements can be measured. 

• Specify selected practices through which efficiency/productivity gains can be 
achieved. 

The scope of the feedlots surveyed considers: 

• Cost nnd productivity perfoonance for the 1994/95 financial year. 

A collective constructed capacity of 149,490 head which was 26.5% of the licensed 
capacity reported in the ALFA/AMLC survey at June 1995. 

Feedlots located in southern Queensland, northern and southern New South Wales. 

Half co:rporate and half private ownership. 

• A range of feed processing methods including dry cmck/rol1ing, reconstitution and 

steam flaking. 

3.1.1 Assumptions 

Productivity comparisons have been made on the basis of head days in the feedlot with an 
allocation of costs based on the proportional number of head days recorded within five 

feeding regimes. These regimes were: 

I. 70·1 00 day trade cattle. 

2. 100-150 day short fed export cattle. 

3. 150~200 day medium fed export cattle. 

4. 200~300 day long fed export cattle. 

5. 300+ day long fed export cattle. 

Data were collected ifom individual Jots closed-out during the 1994/95 financial year. Where 

intended feeding range for individual lots was not known the following grouping was made · 

on the basis of each lot's average days on feed. No allowance was made for lots which 

A •\ACM INTERNATIONAL OELIVERtN'G PRAcriCALSOLUl!ON'S 

-I 

ENTERPRISE BE.NCHi'oiARKING 
/~rtfr~ MtATRESEARCH CORPORATION 

finished their f~eding period in an individual Jot but may have commenced feeding in another 

lot~ the actual occurrence of this was not considered significant. 

Average Days On F«d Allocated Feeding Regime 

Jess than 99 days 70-IOOdaytrade 
100-174 days 100-150 dny export 
175-249 days 150-200 day export 
250~349 days 200-300 export 
over 350 days Over300 day export 

Accumulated close-out data were then compared to actual input/output figures for each 

feedlot and factored up or down on the basis of the following calculation: 

(Actual no. Head placed oil feed 1994/95) +(Close-out head placed on feed)= X 
(Actual no. Head sold off feed 1994/95) + (Closc·out head sold off feed)~ Y 
Factor= (X+Y)+ 2 

The following data and calculations were used: 

I. All weights are of the live animal recorded over the feedlot weighbridge. They may 
therefore be 'empty' input weights and 'full' output weights. 

2. For consistency 'Average Days on Feed' for a lot has been determined by the number 
of head days in the feedlot divided by the number of cattle sold from the lot. 

3.2 BENCHMARKING RESULTS 

3.2.1 Standardisation 

All costs have been collected on an absolute basis and converted to a cents per head day and 
dollars per 1,000 head of capacity. All US cost data have been converted to $AUS based on 
the average exchange rntc for 1994/95 (US$0.7469 = AUSSI). US cost datn for 1992193 were 

converted to 1994/95 figures using an inflation factor of 5.3% (USDA Agricultural Outlook, 
December 1995). 

Capacity utilisation for Australian feedlots has been calculated by dividing the average of 

begilllling and ending annual inventories by constructed capacity whereas for US feedlots 

capacity utilisation was determined by dividing average beginning inventor/ by practical 

capacity. 

3.2.2 Demographic!i 

Table 3.1 shows the relative demographics of the feedlots surveyed in Australia and the US. 
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TABLE 3.1 :DEMOGRAPHICS OF SURVEYED FEEDLOTS 

Item AustraJia United Sfates 

Ownership 50% Foreign Ownership 
SO% Australian Ownership 

30% Custom Feeders 

Capacity 
-Average 18,182 24,897 
-Range 7,000+ 4,800-87,500 

Av Capacity Utilis.ition 75.0% 84.7% 

Geographic Distribution South east Qld, Northern NSW, Iowa, South Dakota, New 
SouthemNSW Mexico, Texas. Kansas, 

Nebraska, Colorado, Okalahoma, 

Source: PCC 1992/93, AACM 1994/95. 

The relevance of the capacity utilisation figures in Table 3.1 is not to make a direct 
comparison of differences between the Australian and US industries (because different years 
are involved) but rather to ensure the difference is taken into account when comparison 
between Australian and US costs is made. 

3.3 FEEDLOT OPERATING COST COMPARISON 

Figure 3.1 provides a break down of feedlot operating costs by category The following costs 

have been specifically excluded from the analysis: 

I. Cost of feed and livestock purchases since these are considered beyond the control of 
individual feedlots. 

2. Cost of capital (depreciation and interest could not. be collected for all Australian 

feedlots). 

3. Health and inductiOn C:osts (only in any comparison with the US because these were 

not provided in the US data). 

Individual operating cost items, assumed to be controllnblc to some degree by individual 

feedlots, comprise: 

!. 

2. 

3. 

Sal/Den ~ includes all salaries, wages, on~costs nnd amounts paid to contract labour 

associated with the feedlot operation. 

ProfServ- includes all fees paid to consultants (eg, nutritionist, vet, etc). 

Ins!Lic/Gov - includes general insurance, land rates and feedlot licensing costs. 

4. Utilities- includes electricity, water, fuel and oil. 

5. R&M - repair and maintenance costs associated with the yards, water, feedmill, 

vehicles, roads and buildings. 

A AACMJNT£.RNATIO;o;AL DELIVERIKG f'R..\CfiC..\.LSOLtrriONS 

I 
I 

-i 

J 

I 
I 

Ef'ITERPRIS& BENCHi\L\RKJNG 
f~rtlu MEATRESEARCII CORPORATIOI" 

6. Admin - includes telephone, postage, promotion and other costs but excludes 

associated salaries. 

7. Henlth/Ind - includes all supply costs associated with the induction of stock into the 

feedlot and any subsequent medication. 

8. Other- includes all other operating costs not specifically included elsewhere. 

The lowest cost feedlot had total operating costs 15% below the study average. Major 

differences existed for Professional Services (86% less), Utilities (35% less), ArJministration 

(31% less) and Repairs and maint~nance (IS% less). 

FIGURE 3.1: OPERATING FEEDLOT COSTS BY CATEGORY 
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Source: PCC 1992193, AACM 1994/95. 

oOII<C'f I • 
•H~Nk>d : r 
•A<Ifrilil i \ 
.m.M I! 
.wwes j'; 
.ru.!l..io:ICw ( 
.PI'>ISON ! ~ 
0 saUe .... i: 

A comparison of Australian feedlot operating costs with those in the US is provided in Table 
3.2. Salaries, benefits and payments to contractors accounted for 51% of overhead compared 

to 48% for US feedlots. Other major cost items included repairs nnd maintenance (21% cf 
28% US), utilities (12% cf7% US) and administration (7% cf3% US). 

TABLE 3.2: FEEDLOT OPERATING COSTS- COMPARISONS AUSTRALIA V US 

Australia(%) US(%) 

Salaries/Benefits 52 47 

Prof Services 2 2 

Ins/Lic/Gov 2 5 

Utilities !2 7 

R&M 21 28 

Administration 7 3 
Other 4 8 

TOTAL 100% 100% 
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Feedlot costs are analysed by feedlot size, capacity utilisation, feed processing method and 
ownership in Figures 3.2-3.5. Insufficient data were available to allow any comparison 

between regions and feedlot operating costs. 

FIGURE 3.2 :A YERAGE OPERATING COSTS BY AVERAGE FEEDLOT SIZE 
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Source: PCC 1992193, AACM 1994195. 

Overall no economies of scalt: are apparent for operating costs (Figure 3.2). However, for 
individual items the following decreased with increased feedlot size; repairs and maintenance, 
utilities and induction and health costs, while, the following items increased; salaries and 
benefits, professional services and administration. 

FIGURE 3.3: AVERAGE OPERATING COSTS BY AVERAGE ANNUAL 
CAPACITY UTILISATION 
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Higher capacity utilisation is associated with lower average costs (Figure 3.3). This is further 
demonstrated in Figure 3.4 where total operating costs have been plotted for each feedlot in 
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this study. This occurred despite no association between average days on feed and capacity 

utilisation (Figure 3.5). 

FIGURE 3.4: FEEDLOT OPERATING COSTS BY CAPACITY UTILISATION 
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Source: AACM 1994/95. 

FIGURE 3.5 :FEEDLOT CAPACITY UTILISATION BY DAYS ON FEED 
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3.4 PRODUCTIVITY COMPARISONS 

The following productivity comparisons are based on data from the 10 feedlots sampled 

\Vhich collectively amounted to 149,000 head from 5931ots. 
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FIGURE 3.6: AVERAGE MORTALITY RATE BY FEEDING PERIOD 
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The average cattle mortality rate was 0.74% although this was double the average mortality 
rate for the best feedlot. Mortality rates \vere higher in. the longer feeding period although 
individual lowest average mortality rates were recorded in the longest feeding groups (0.12% 
and 0.22% respectively for 150-200d and 200-300d feeding periods). 

FIGURE 3.7: AVERAGE DAYS ON FEED BY FEEDING PERIOD 
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Source: AACM 1994/95. 

Australian feedlots cater to a broad range of markets as reflected by feeding regime. The 
average days on feed forthc lots in this study was 138 days with a range from 92 to 221 days. 
US data (PCC, May 1995) report average days on feed figures for steers ranging from 140 to 
171 days depending on the time of the year. 
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FIGURE 3.8 :A YERAGE DAILY GAIN BY FEEDING PERIOD 
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Daily weight gains averaged 1.52 kg for all feedlots and feeding periods. The best [t!edlot 
averaged 1.79 kg/day. While average daily gains fell as feeding period increased, some 
feedlots maintained high growth rates in all feeding periods other than 200-300 days. 
Reported average daily weight gains in the US ranged from 1.27 to 1.50 kg/day depending on 
time of the year (PCC, May 1995), 

FIGURE 3.9 : AYER.<\.GE DRY MATTER FEED CONVERSION 
RATES BY FEEDING PERIOD 

9-,_ 
7.15 

~ 
Q 

~ 

" ): 

i 
0 

iii 

0 .. 
Source: AACM 1994195. 

7.37 7.42 

70-lOCd 100·150d 150-20)d 

Ftoding ~rlod 

8.61 

•AIS~es · 

0 BestSita 

Ovt:r all feeding periods, average dry matter feed conversions were 33% worse than the best 

feedlot. Average dry matter feed conversions for steers in the US ranged from 6.1 to 6.8 
depending on the time of year . 
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2. 

3. 

4. 

5. 

6. 

An attempt be made to improve productivity data tluough the collection of carcase 
infonnation. 

MRC provide a 50% subsidy to participating feedlots, for the first two years, as an 
inducement to join the scheme. 

MRC appoint a suitably qualified group, in consultation with ALFA, to undertake the 

benchmarking on a confidential basis with participating feedlots. 

Aggregated industry findings would be provided to MRC and ALF A on the basis that 

the information did not breach any confidentiality of the feedlot participants. 

Consideration be given to the formation of an alliance with US feedlot benchmark 
groups to facili1ate inter country comparisons. 
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4. MEAT fROCESSING BENCHMARKING 

4.1 INTRODUCTION 

The raw information for this section has been sourced from a variety of projects previously 
undertaken to investigate cost structures in the Australian Meat processing industry. 

Relevant studies include: 

• Booz•Allen and Hamilton, 1993: international Comparisons in the Beef Processing 
Industry: report to the Meat Research Corporation. 

AT Kearney 1994: Sheepline 2000- Processing Benchmarking Study: report to the 

Meat Rest!arch Corpordtion. 

• Hassall and Associates 1994: Pig Processing Benchmarking Sllldy: report to tht! Pig 
Research nnd Development Corporation and the Agrifood Council Secretariat, 
Department ofindustry Science and Technology. 

Australian Meat Marketing 1994: Country Mea/works Association - NSW Meat 
Processing Benchmarkihg Study: report on P~ject M433 to the Meat Research 
Corporation. 

Australian Meat Marketing and ProAnd Associates Australia 1995: Beef Processing 
Benchmarking Project: report on Project M433B to the Meat Research Corporation. 

Industry Conunission Report 38 1994: Meat Processing. 

These data have been supplemented by funher analysis where required. Additional data 
gathering was required to provide improved detaiL 

It should be recognised that detailed Benchmarking data gathering has only been conducted 
in a relatively small number of plants. Each study has had a variety of plant types included, 
for example smaller multi-species domestic plants to large single species export beef plants. 
The result from each study have been tested against other information and are supported by 
general observations across a large section of the industry. 

The benchmarking surveys have been conducted with a relat[vely smut! number of 
cooperating enterprises. The results presented are actual performance data which have been 
aggregated to provide a general picture of the industry situation. It is not possible to provide 
funher detail without compromising the confidentiality of the data. 

Most benchmark comparisons have been based on finished weight costs as a basis to compare 
the differing types of operations. (Finished weight (FW) is the amount of boneless yield from 
a body ie dressing weight X boning percent.) Further details can be sought from individual 
studies. 
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Definitions: 

• 
l 

AUSBIC, USBIC- BoozAIIen Study !992/93 . 

AUSBIC- is the composite best in class (BIC) of the Australian participants. 
USBIC- is the composite BIC of the United States participants. 

AVCMA93, CMABIC93- Costs in Australian plants in 1993 survey. 
AVCMA93 - is the average for 1993 Australian participants (all Country Meatworks 
Associati~n members (CMA)). 

CMABIC93- is the composite BIC for the 1993 participants. 

AVCMA94, CMABIC94, NZ- Costs in NZ and Australian plants in 1994 survey. 
AVCMA94- is the average for 1994 Australian participants (Country Meatworks 
Association members (CMA) were supplemented with additional plants). 
CMABIC94- is the composite BIC for the 1994 participants. 

NZ - is the composite BIC for both Australian and New Zealand participants (the 
limited number of New Zealand panicipants excluded the presentation of solely New 
Zealand results). 

4.2 BJ>NCHMARJGNG RESULTS- BEEF PROCESSING 

4.2.1 Comparison of International Beef Processing Benchmnrks 

Comparison of international beef processing costs derived from the previous studies are 
provided in Figure 4.1. Key findings are: 

• Australian meat processing has a cost disadvantage against both NZ and US . 

The cost disadvantage of best Australian practice against NZ is approx SA0.20 per kg 
(FW). 

Exchange rate movements since the slUdy was completed have reduced this gap to 
approx SAO. 15 per kg (FW). 

The average Australian plant has a cost disadvantage of almost $A0.50 per kg (FW) 
when compared to NZ competitors (reduced to approx SA0.45 per kg (FW) by 
exchange rate movements) . 

At a parity exchange rate, the cost disadvantage for Australian best practice would 
still be SAO.l2 per kg (FW), some 14% of total costs. 

The NZ cost advantage is due to lower labour, inspection and government chnrgcs and 
lower repairs and maintenance (R&M) costs. 

Inspection charges in NZ are recovered directly from producers while lower R&M 
costs are due to newer plant and equipment (in the smdy). . 

NZ is disadvantaged in the area of services costs - which includes fuel, water and 
electricity. 
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FIGURE 4.1: COMPARISON OF INTERNATIONAL BEEF PROCESSING 
BENCHMARKS (S PER KG FINISHED WEIGHT) 

AUSBlC AVCMA94 CMABlC94 NZ USBlC 

Source: Benchmark Studie5, 

4.2.2 International Labour Comparisons 

The labour cost difference is not due to differences in wage rates. 

FIGURE 4.2 : PLANT LABOUR COST BY COUNTRY 

Labour Cost In Plants in Various Countries 
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FIGURE 4.3 : COMPOSITION OF LABOUR COST ACROSS COUNTRIES 
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Australian labour costs arc disadvantaged against New Zealand by the imposition of 
higher oncosts, particularly the areas of workers compensation, holidays and payroll 
tax. These on~costs are generally out of the control of individual enterprises. 

FIGURE 4.4: AUSTRALIAN BEEF SLAUGHTER AND FABRICATION 
PRODUCTIVITY COMPARED WITH NEW ZEALAND 

l • 

Productivity 
{Kgs FW per Manday) 

Source: Vorious Benchmark Studies. 

Productivity 
{Kgs FW per Manhour) 

• Part of the labour cost difference between Australian and ).Jew Zealand is due to 
higher productivity in New Zealand. 
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• 

• 

Although New Zealand labour in the slaughter a-,{a is some 70 percent more 
productive than t\ustralinn lobour (in tem1s of kg FW per mnoday), 25 percent of this 
can be attributed to New Zealand plants working a longer day. 

The improved productivity is also due to more flexible labour practices, multi-skilling 
and team work. 

The New Zealand labour flexibility even includes the ability to utilise meat inspectors 
to assist process work. 

The data shows that the productivity advantages New Zealand enjoys in the 
fabrication· area are much smaller than in the slaughter area. New Zealand has a 40 
percent advantage on the basis of kgs FW per manday in the fabrication area. 

FIGURE 4.5 : BEEF SLAUGHTER PRODUCTIVITY BY COUNTRY 
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Source; MRC Project M.228. 

• 

Other studies have confirmed the New Zealand/Australia productivity difference, as 
shO\m in figure 4.5. 

Figure 4.5 also demonstrates that the smaller New Zealand plants have been able to 
achie"e labour productivity levels comparable with high volume US plants in the 
slaughter area. 

4.2.3 Meat Processing Costs in Australia 

Figures 4.6 and 4.7 show comparative costs for beet~ sheep, pork and poultry in Australia. 
Collection of accurate poultry processing costs has proved very difficult due to the closed 
nature of the industry. The estimate used here is derived from an analysis of cost distributions 
in the poultry processing chain from data provided by the Australian Poultry Industries 
Association. 
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FIGURE 4.6; SLAUGHTER COST BY ABATTOIR TYPE 

Comparison of Australian Slaughtering Costs 
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Source; Various Bcnchm:uk Studies. 
Poultry data~ derived from infonnation supplied by The Australian Poultry lndustries Association. 

FIGURE 4.7; SLAUGHTER AND BONING COSTS BY ABATTOIR TYPE 

Comparison of Australian Slaughtering & Boning 
Costs 
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Source; Various Benchmark Studies. 

Figures 4.6 and 4.7 show: 
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Donlestic beef slaughtering is less e:-cpensive than export due to lo\ver labour and 
overhead costs. 

• On a per kilogram basis beef enjoys a slaughtering cost advantage over shet!p and 
pouhry due primarily to the larger animal size. 
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• Beef is disadvantaged against pork due primarily to reduced labour costs, related to 

the retention of the skin on pork carcases. 
On a boned out basis beef has a cost advantage over sheep, hov.•ever beef costs are 

higher than pork. 

• This disadvantage is primarily due to boneless pork being destined for further 

processing, which reduces consumables and other follow on costs. In labour cost 

alone, beef enjoys an advantage as would be expected due to the larger animal size. 

4.2.4 Detailed Beef Processing Benchmarks 

The following figures show the detail of Australian beef processing costs as detennined in 

previous Benchmarking surveys. The costs are analysed by both expense type and functional 

area. 

FIGURE 4.8 : AUSTRALIAN BEEF PROCESSING BENCHMARKS OVER TIME 
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Figure 4.8 shows: 

• The Australian beef processing industry has been able to reduce unit costs between 
!992 and 1994. 

• 
• 
• 

This reduction has been of the order of 5% to 10%. 

Most of the reduction has been in the area of overheads. 

Enterprises have been relatively unsuccessful in reducing the cost of processing 
labour. Averaged across enterprises for which data was collected, labour costs have 

actually risen from 50% to 55% of total unit cost. 

• Even in the best in class comparisons labour costs have risen from 55% to 57% of 
total unit costs. 

4.2.5 Analysis of Beef Processing Benchmarks 

An onalysis has been made of the beef industry benchmark data to explore the characteristics 

of the Australian beef processing industry. The data set contains export and domestic beef 
processing plants. 

In the following charts domestic plants influence the shape of the lines in the lower 

throughput ranges due to lower labour and industry costs. 
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FIGURE 4.9 : FINISHED WEIGHT COSTS BY THROUGHPUT 

Finished Weight Costs by Total Kgs 
Thruput 

51.40 

$1.20 

$1.00 

$/kg Finished so.so --==----------------
Weight so.so 

50.40 

$0.20 
~ .. -.- ·..:,:. -.~..::-.: .. :-.: .. ---

$0.00 .,.----cc---------------
20.000,000 ~1).01)1),000 00.000.000 50,000.000 

Kgs Thruput 

Total costs Fabric;atlon Costs 
; •••• Slaughter Costs -. wOvethe<~d Costs 

Source: MRC Projects M.433, M4338. 

• The analysis indicates that on an industry basis, there is little evidence of the benefits 

of economies of scale in the Australian beef processing sector. 
• The data set shows that total processing costs, including slaughtering, fabrication and 

overhead costs, do not reduce significantly with increased throughput. 

This outcome is influenced by a labour payment system which can penalise higher 
throughputs due to the need to pay premiums for over tally production, overtime and 

shift work. 
This payment system generally gives abattoir management an incentive to minimise 
the actual time slaughter floor and boning room workers are kept on the plant. 

The implicit incentive for abattoirs to perform the day's work as quickly as possible 
has clearly contributed to the low utilisation of capacity - which is a feature of the 
Australian processing sector. 
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FIGURE 4.10 :FINISHED WEIGHT COSTS BY PLANT LOADING 

Finished Weight Costs by Plant Loading 

-c==Tro~b>fCosts Fi!lirCaliOrlCosts · 
•••• S!aughtorCosts _. -Overhoad Costs 

$1.50 

w~~~~~;:91 :::: 1-~~~-:_:-;_:-;~_::;-;:~-;;-1 
$0.00 . . 

50% 70% 110% 130% 150% 

Plant Loading 

Source: MRC Projects M.4J3, M4J3ll. 

• 

Plant loading is the actual throughput divided by the tally throughput. A plant 
working at tall)'' has a plant loading of 100 percenl. Many enterprbes have labour 
agreements that allow over tally throughput, however this extra throughput incurs a 
labOur payment penalty. 

Unit costs rise ns plant landings increase . 

The increase in cost is believed to be due to the effect of such items as over-tally 
payment systems. 

FIGURE 4.11 : RELATIONSIDP BETWEEN THROUGHPUT, 
TOTAL COSTS AND ADDED VALUE 

Thruput vs Total Costs & Added Value 
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• 

• 

The gap between processing cost and added value (meat and coproducts) is the 
processing margin, it can taken as an indication of operating profit. 

The increase in added value in larger plants is considered due to the ability of the 
enterprise to economically recover a •.o.ider range of items; to process for specific 
markets and to more effectively market the larger volumes. 

• Generally, an enterprise with larger throughput performs better in the Australian 
environment due to better revenue recovery, not through better cost performance. 

FIGURE 4.12 : RELATIONSHIP BETWEEN THROUGHPUT, LIVESTOCK COST, 
MEAT REVENUE AND ADDED VALUE 
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Source: MRC Projects M.433, M433D. 

• 

• 

Although the added value rises with increased throughput, the gap between meat 
revenue and livestock cost does not rise significantly. 

This indicates that the improvement in added value is due to improved revenue 
generated from coproducts. 

The conclusion is that at an industry level, bigger plants have an advantage due to 
improved coproduct returns rather than reduced processing costs or increased meat 
trading revenue. 
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FIGURE 4.13 : RELATIONSIDP BETWEEN THROUGHPUT AND 
COPRODUCTSREVENUE 
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Source: MRC Projects M.433, M433B. 

The benchmark data confums that coproduct revenues increase significantly with 
inci-eased plant throughput. 

FIGURE 4.14 : REVENUES FROM DIFFERENT COPRODUCTS IN 
RELATION TO THROUGHPUT 
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• All major coproduct items contribute to this rise in revenue which is du~ lo tht: bt:U~r 
ability of the larger plants to economically recover and market a regular supply of a 
wider range of items. 



I 
! 
! 

.I 

. ! 

J 

I 
'] 

E. ..... LERPRISE Bt.'\'CHMARKING 
ftJrlh~ ME.-\T RF.Sf'..ARCII CORPOIU.TIO:i 

The data is also influenced by improved returns from larger carcases, as the larger 
p!ams generally process heavier animals. 

FIGURE 4.I5: RELATIONSHIP BETWEEN COPRODUCT REVENUE 
AND CARCASE SIZE 
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• 

The benclunark data demonstrates a significant increase in coproduct return as the 
animal size increases. 

In the 1994 study, Domestic type cattle returned $60 to $70 per head on average over 
1992/93, compnrcd to 350 kg animal returning $180 per head. 
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FIGURE 4.16: PASSBACK RATIO BY ABATTOIR TYPE 

Passback Ratios 
(Livestock Cost/Meat Revenue) 
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Sourc!.!: MRC Projects M.433, M433B . 

• 

• 

• 

The meat trading margin can be represented by a pnssback ratio (livestock cost 

divided by meat revenue) - this figure gives an indication of the percentage of meat 
revenue needed to purchase the live animal. A passback ratio of 100 percent indicates 
that the cost of tht: live animal is the same as the rtwenut! generated fi:om the salt:: of 
the meat (this excludes revenue generated by coproduct sales). 

The analysis indicates that the Australian domestic industry benefits frpm a lower 
passback ratio. 

Although previous analysis has shown that in 1993/94 New Zealand processing costs 

provided an advantage oVer Australian beef processors, the New Zealand passback 
ratio was extremely poor. New Zealand processors were paying proportionally more 

for their livestock than Att<;tmlion enterprises. Hence the poor financial perfonnance 
of the New Zealand beef industry at the time of the study(1993-94). 

The perfonnancc of the processing sector is clearly a critical balance between 
processing costs, coproducts returns, and trading margins. 

The main driver in processing costs in Australia is the cost of labour. The analysis 

indicates that the current payment stmcture contains rigidities which result in similar 

costs throughout the industry regardless of plant size. 

Coproducts returns arc dominated by the issues of export or domestic plants, animal 

size and pltmt throughput. 

Li\restock values and export prices are well re\·ea\ed in Australia and therefore the 

opportunity to impro\'e enterprise performance in this area is limited. 

The structme of the industry, pa1ticularly the issues of concentration and over~ 

capacity are therefore critical to enterprise performance. 

Any rigidities that constrain perfom1ance at an enterprise [eve! therefore need to be 

addressed if the industry is to move forward to improved efficiency and pcrfonnancc. 
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4.3 BENCHMARKING RESULTS- SHEEP PROCESSING 

fiGURE 4.17: SHEEP PROCESSING COSTS BY ABATTOIR TYPE 

I Comparison of Sheep Processing Costs I 
S1.-«) 

Source: ATKeamey,l994. 

• The Austmlian sheep processing industry is in fact two industries: 

the lamb processing industry, that is dominated by domestic registered abattoir 
operations that simply slaughter and chill and dispatch product in a chilled 
carcase form; and 

the mutton sector, that is characterised by integrated export registered plants 
that slaughter, fabricate and produce sheepmeat in a frozen carcase or carton 

fonn. 

• NZ is the principal international competitor for Australian sheepmeat and a report 
completed in 1994 by AT Kearney (ATK) investigated the processing cost 
benchmarks for the two industries. 

Significantly the NZ industry differs from Australia in that the dominant sector is 
fully integrated, export registered lamb slaughter and fabrication plants, producing 
shelf-stable, frozen producrs. 

The ATK study showed that both slaughtering and fabrication costs are higher in NZ 

than in Australia. 

• In Figure 4.17 Australian domestic slaughtering costs are compared to a NZ export 
plant. However, the NZ industry obtains significant advantages from coproduct 
revenue. Extra coproduct recovery costs are some Sl per hend ($06.6 per kg carcase). 
The extra cost of co-product recovery largely explains the slaughtering labour cosr 

difference. 

Additionally, a signifkant amo~mt ofNZ lamb i:; produc~::d in retail ready form, which 
requires both additional materials and labour. It is likely that this accounts for the 
large difference in NZ consumables costs compared to Australia. 
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• 

• 

Processing costs in the Australian sheepmeat sector appear more internationally 
competitive than the beef sector. 

Coproducts play a highly significant role in the sheep sector contributing up to 40% of 

the total revenue generated per animaL 

Domestic vs Export Coproduct Returns 

Figure 4.18 demonstrates the differences in potential offal returns for a prime steer processed 
in an export plant versus a domestic steer processed in a domestic plant. The data has been 
sourced from a co'products Monitor conducted by the MRC. 

FIGURE 4.18: COMPARISON OF OFFAL RETURNS FROM EXPORT 
AND DOMESTIC STEERS 

Source: MRC Co·products Monitor. 

• There is a potential revenue difference of $30 to S40 per head. Some of this is 
explained by different animal weights bur the rnujoriry of !he gap is due to lack of 
access to export market prices, after aU yearling offal is likely to fetch a premium 
price per kg. 

Smaller domestic plants can also be coproduct n:venm: disadvantaged due to Jack of 
rendering facilities. 

ln this disadvantaged revenue position it is imperative that the domestic processing 
sector has !ower processing costs or hight!r livt!stock. to meat trading margins to be 
competitive. 
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A Recent History of Changes in the New Zealand Beef Processing Industry 

• The steps !Ollowed by the 1\Z beef processing industry to achieve an internationally 
competitive sector with improved financial performance appear to have been: 

Period I Year Result 

Industry deregulation 1988 Construction of some new plants taking advantage of 
more relaxed constraints on approval processes 

Labour deregulation 1990-1992 Construction of more new plants to take advantage of 
the opportunity to reduce processing costs 

-
Poor perfonnance 1992-1994 Resulting over capacity in the industry lead to poor 

trading margins and increasing pressure on non 
competitive enterprises 

Shake out 1994-199:5 Vesteys plants bought out by the rest of the beef 
processing industry and removed from the total 
productive capacity 

Improved 1995-1996 Reduction in cnpncity led to improYed processor 
performance trading margins wi~ internationally cost competitive 

plants 

Sheep Industry Structure 

• The sheep processing industry has a "leader" in the form of Fletcher International 
which is demonstrating to the sector how to control costs by operating extended hours 
in a sound labour relations environment, while aggressively pursuing improved 
returns from coproducts and concurrently improving the trading margin. 

No clear benclunark figures are available howevt::r it is highly apparent that the meat 
industry loses potential revenue from the inability of the domestic registered lamb 
sector to supply coproduct items (particularly offals) to more markets than Australia. 

4.4 RECOMMENDATIONS FOR ENTERPRISE BENCHMARKING OF MEAT 
PROCESSORS 

4.4.1 Benchmarking Benefits Both Enterpdscs and Industry 

The beef industry benchmarking that has been conducted to date has provided benefits at two 
levels: 

Enterprises have been able to examine their perfonnance compared with both national 
and international best practices. The benchmark information has allowed decision 
makers at the enterprise level to focus on improving practices and costs in the areas of 
poorer performance. 

Benchmarking at the industry level has allowed the characteristics of this sector to be 
analysed and discussed More importantly, it allO\VS the international competitiveness 
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to be rated. Tne international competitiveness of the beef industry needs to be 
addressed at an industry level as well as at the enterprise level. 

The Booz-Allen Hamilton study assessed that while some improYed perfonnance could be 
achieved at the enterprise level, the major disadvantages for the Australian beef sector were 
structural and needed to be addressed at an industry level. 

Benchmarking in the Australia meat industry has advantages at both the enterprise and 
industry levels, therefore it is considered appropriate that both enterprise and industry 
contribute to the c~st of further benchmarking. 

The cost of conducting benchmarking at the enterprise level is currently $5000 per enterprise 
that has previously participated in the 1994 or 1995 studies. 

The cost for new participants is approximately $7500 per enterprise due to the need to spend 

time ensuring that the data is supplied in a form that complies with the study fonnat and 
definitions. Travel and expenses incurred in conducting the studies would be e:ctra to the fees 
detailed above. 

The participant fee covers data input (including an initial site visit for a new participant), 
participant.report, report presentation and model software for plants to make more regular 
comparisons. The extra $2500 for new participants is to allow for an initial site visit plus 
access to the software model. 

It is considered appropriate that industry funding be available for processing bcnclunnrk 
studies in order to obtain access to an industry summary of the data. The industry summary 
will assist in identifying and implementing activities to improve the perfonnance of tllis 
sector. 

The MIC/MRC provision of funding support for the continuing meat processing 
benchmarking is recommended for a number of reasons: 

1. Rating of the industries international competitiveness 1s lmportant at the industry 
level. Individ~tal enterprises are less interested in international comparisons than in 
national comparisons. 

2. 

3. 

An industry performance monitor is required. This is currently even more relevant as 
the industry is likely to enter a period of change in the industrial relations 

environment. 

At the enterprise level actions can be taken to improve individual performance as a 
result of knowledge of competitive perfomumce tllat will in itself improve industry 
perfonnance. 

The improvement in average performance between the 1993 and 1994 Benchmarks 
showed a benctit to the industry of$0.12 per kg FW. Across the total finished weight 
represented by the plants included in the benchmarking this represents an 
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improvement in overall industry costs of in excess of $30 million. If only 5% of this 

was somehow due to response to the benchmark data this •vould represent an industry 
saving eighteen times the value of the benchmark project. 

It is most likely that the Australian industry level funding contribution would need to be 
higher for international meat processing companies than for Australian companies in order to 
encourage participation. International competitors, particularly USA and NZ, consider that 
Australia has something to learn from tl1t::m but tlmt they have little to learn from the 

Australian industry: 

Australian processors are very interested in intra country comparisons and it is considered 
that sufficient companies will participate. 

Individual plant data will of necessity need to be kept confidential. 

Assuming ten plants (Australian and International) from each of the four categories are 
inc[uded in each year the cost of the project would be in the order of $200,000 for ft::es plus 

travel and expenses. 

4.4.2 Australian Comparisons 

The following recommendations are made for comparisons between Austmlian meat 
processors. Meat processors should be benchrnarkcd within four broad industry groupings, 
these being: 

export beef; 

• dome$tic bed; 

• export mutton (boneless); and 

• domestic lamb (carcase). 

As the studies develop it may be appropriate to further split the export beef category into t\vo 

groups: 

• 
Japanese grain fed beef processors and 

Others . 

It is recommended that: 

l. 

2. 

o. 

A minimum of five participants per sector is included in order to generate average and 
best in class figures for the period of the study and to maintain confidentiality. 

Data period to bt: 12 month financial perfonnance. 

Data to be collected as shown in attached templates (Annex 3). 

4. Both cost and revenue stream data to be collected and analysed. 
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5. Collection of productivity information to be improved by collecting plant staffing and 
working hours for each functional area. 

4.4.3 International Comparisons 

For the beef processing sector international comparisons should be with NZ and US 

performance. South America should be considered for future inclusion. 

The US should be targeted to include plants representative of "Choice" beef operations and 
manufacturing (cOw) beef operations. 

For sheep and lamb processors the comparisons should be with NZ participants. 

Intemationn.l participants should be invited to be included in the Bendunnrking on the bnsis 
that their involvement is at the expense of the Australian industry (fees and expenses paid by 

the Australian industry). 

Over a period of time the intention would be that at least 5 participating plants from each of 
the competing countries would be included in the stuQ.y. Once this was achieved then a 
comparison of say a US company performance against the average and BIC of other US 
plants cou1d be conducted, and consequently Australian industry funding reduced. 

The methodology and outputs would be the same as for the Australian participants. 

4.4.4 Industry Margins & International Industry Comparisons 

Australia should look to developing a consistent price series similar to that available in the 

USA in order to track: 

• Gross Farm Returns. 

Net Farm Returns (Gross Farm minus coproduct credits). 

Wholesale (export fob) vnlue. 

• Retail value (where appropriate). 

The data should be collected and analysed for: 

Beef 
Domestic yearlings 
Korean Steers 
Manufactming Cows 
Japanese Steers 
Grain Fed Beef 
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Sheep 
Lamb 
Wethers 

Ewes 

The gross fann value is generally available for these categories (AMLC ~ABARE). 

Coproduct cn::dits are not available (some data on potential returns, very little information on 
actual returns by livestock type). 

Wholesale values are not available but some may be able to be derived by calculation from 
cutout models 11sing Form 4 data or similar. 

Domestic relaH values are available (ABS- ABARE). 

The data would allow observation over time of the trends in margins for production, 

processing, coproduct returns and retaiL 

Investigations should be made to discover whether similar'price series can be compiled for: 

USA 
Choice Beef 
Manufacturing Beef 

NZ 
Prime Beef 

Manufacturing Beef 
Lamb 
Mutton 

Europe 

Prime Beef 
Manufacturing Beef 
Lamb 
Mutton 

South America 

Prime Beef 

Manufacturing Beef 

_A AAC.\IJ).TER.",\TIO:-i.\1. 0£1.1\'E!WiG l'R.,.\CIIC.\LSOI.FfiO,'I,'S 
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5. POST PROCESSING BENCHMARKING 

5.1 INTRODUCTION 

The post processing sector is defined as the wholesale, retail and export sectors including 

food service and live exporting. 

At the enterprise level, our objective was to categorise industry segments within the overall 

post processing sector. In addition, we have attempted to develop a framework to allow 
individual emerpiises to incorporate benchmarking practices into their management practices. 

5.2 METHODOLOGY 

The post processing sector in the study included wholesaling and distribution, food service, 
retail (both supennarkets and butchers) and exporting. 

5.2.1 \Vholesale Segment 

FollO\.,.ing a review of available infonnation on the wholesale segment it was clear that there 

was virtually no published information on cost benchmarks in this sector. A series of 
interviews were then carried out, all in Sydney, to collate cost benchmark information. Prior 
to the interviews, general outlines of the interview procedure were laid down as well as a 

standard cost template and a questionnaire. 

Unfortunately, wholesalers were reluctant to divulge financial information and the 

questionnaire could not be used. Wholesalers provided general information about the size of 
their operations, volume of product by meat type and general costs of distribution. It was 
therefore not possible to provide the cost benchmarks in any detail. Some financial 
information was provided by two companies but insufficient data meant it could not be 

combined with other financial information and was used only as a reference. 

The wholesalers interviewed included an abattoir/wholesaler, a carcase wholesaler and a 
carton meat distributor. 

5.2.2 Retail and Food Service Segments 

Aller interviews with MATFA, it was decided to use the MATFA (1995) Leading Edge 

benclunark document. In addition, the Financial Management Research Centre (FMRC) 
benchmark information was purchased for both the retail and food service segments. 

As mentioned in the report, both MATF A and FMRC usc the gross margin method of 

collating cost benchmarks. The gross margin method is an industry standard in the 

downstream segment of most products. 
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5.2.3 Export Segment 

Interviews were conducted with Sydney based exporters to obtain cost benchmark 
information. These included three types of exporters: the small non aligned export segment 
without facilities, a niche exporter with agency ties to a meat packer and a large multinational 
exporter with a marketing agreement with a large meat export packer. 

There was also a great reluctance to participate and provide information. General financial 
and cost data were provided and these were converted to gross margin and cost percentages to 
allow comparison with the other post processing segments. 

5.3 WHOLESALE SECTOR BENCHMARKS 

This section of the report looks at both the industry level and individual enterprises in an 

effott to determine the enterprise's operations and the ability of enterprises to incorporate cost 
benchmarking techniques into their operations. In addition, it examines current costs within 
each of the segments from wholesaling through to retailing and exporting. 

One of the major gaps in the cost study with respect to cost benchmarks was the wholesale 
sector. There was virtually no published data available and thus it was necessary to interview 
a number a·f wholesalers to gather data. As is the case with most businesses, companies are 
reluctant to share company financial data but we have established that the best method of 
showing the cost benchmarks is by calculating costs in relation to the sales dollar. 

Cost plus pricing is widely used by retailing and wholesaling middlemen in most product 
categories. However, in the meat industry, cost plus pricing is strongly influenced by market 
structure and market power. Most sectors in the meat industry are price takers rather than 
price makers. 

Meat wholesalers do not actually set the price of meat products but only add a percentage to 
the price already set by the abattoir. Abattoir wholesalers set prices but in the case of the beef 
industry, these prices ere set by export supply and demand with such a large proportion of 
beef being exported. 

Retailers in the meat industry, in particular butchers, pay a certain price for carcases or cuts 
and have them delivered to their stores. The retailer then adds a mark up to cover costs and 
allow a profit. 

The analysis of meat marketing margins over the years has looked at the share of the 
consumer dollar accruing to various sectors from producers through to wholesalers and 
retailers. Thus we have ·used the gross margin method of examining costs within the post 
processing sector. This method of cost benchmarking also faciliuncs comparisons with the 
wholesale, retail and export segments. International comparisons of gross margins from meat 
retailing are now available and have been included at the end of the retail sections. 
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A small sample of wholesalers in the following categories were interviewed: 

abattoir wholesaler delivering carcases to metropolitan wholesale/distributor; 

wholesale/distributor delivering carcases to butcher shops; and 

wholesale/distributor storing and marketing canon meat to supermarkets, butchers, 
distributors, food service nnd smnllgoods mnnufncturcrs. 

The wholesalers interviewed are generally believed to be in the larger size bracket with sales 
in excess of$20 million each. 

Gross margins, that is the difference between meat sales and cost of sales (including meat and 
freight inwards) is in the range of 8-17%, which compares with the "Value Chain" model 
estimate of21% (1991-94 data). 

A standardised cost breakdown has been developed for the wholesale, export and retail 
sectors and the wholesaler cost items are shown in the following charts and tables. 

TABLE 5.1 : WHOLESALER COST/SALES DATA 

Wholesalers Cost/Sales Data 

Abattoir Wholesale Distributor Carton Meat 
% Of Sales Dollar Wholesaler Carcases Distributor 

1995 1995 1995 

Ment Sales 100.0 100.0 100.0 

Cost of Sales 92.0 88.0 83.0 

Gross Margin 8.0 12.0 17.0 

Property/Occupancy 0.4 6.5 

Labour 2.0 

Food Processing/Storage 

Transport/Freight 3.6 

Markcting!Se!!ing 

Admin/Other 0.5 

EBIT 

Finance/Interest 

Pre-Tax Profit (Loss) 4.0 •.o 8.0 

SouP:<:: Consultant Interviews. 

As expected one of the largest cost items for the abattoir wholesaler is transport and freight. It 
is estimated to be around 3-4% of the sales dollar and this is due to the relatively high cost of 
freighting carcase beef, lamb, Vt!al and pork from country locations to metropolitan areas and 
regional centres. Carcase freight rates are generally around 7-8 cents per kg b>· semi trailer 
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due the stowage factor for beef quarters and carcase lamb according to wholesalers 
interviewed. 

A large proportion of Victorian and lately NSW domestic abattoirs fall into the category of 
abattoir/wholesalers. The balance are either service killing for supermarkets or supplying 
local regional areas as well as service killing for local butchers. Wholesalers interviewed 
stated that there had been an increasing trend toward domestic abattoirs selling carcnses to 

distributors rather than service killing. 

In the case of the wholesale/distributors of carton meat, which is mainly carton beef, boneless 

mutton, veal and manufacturing pork, there is a high cost of storing canon product in public 
cold stores or warehouses. Carton beef is divided into primals which are packed in either 
domestic or export abattoirs and held in chilled form or limited quantities of frozen carton 
beef trimmings. These distributors often lease their own space and use their own staff to put 
together orders and also make sales. Our indicative figures show that storage/processing and 
occupancy costs are the largest cost item at around 6-7% of sales. A large quantity of frozen 
boneless mutton for smallgoods and pie manufacturing and further processing is also stored 
and dislributed by the distributor. The wholesaler/distributors interviewed by the consultants 
confinned the trend tovtard specialised carton meat distribUtion. 

The wholesale/distributor of carcase beef, lamb, veal and pork is a specialised role and is 
more common in Sydney and Brisbane. Due lo shorter distances, Viclorian 
abattoir/wholesalers supply more product directly to Victorian metropolitan centres. 

The \o,.·holesale/distributor of carcase meat interviewed advised that he operated on a unit cost 
basis. That is, product is casted on arrival at the metropolitan depot and then sold on a cost 
plus basis to butcher shops. This type of operator also typically owns and operates his own 
fleet of delivery vehicles. Unlike semi trailers that hold say 15,000 kgs, the delivery van is 
generally around 8,000 kgs. We were not able to obtain a cost allocation for a t>'pical 
wholesale/distributor of carcase meat but indicative figures provided showed that direct 
distribution cost is around 30 cents per kg overall. This would include freight to the retail 
butcher shop, depot rent and labour cost and exclude overheads. 

The wholesaler interviewed stated that: "carcase meat is casted and sold on a fixed unit cost, 
whereas meat boned out for food service has to be casted on percentages". This is borne out 
by figures kept by the compnny nnd gross margins arc all shown in cents per kg. rn the period 
reviewed in our survey, gross margins ranged from 34 cents per kg for beef to 40 cents per kg 
for veal and down to 24 cents per kg for lamb. The wholesaler stated that beef in the domestic 
market is go,·erned primarily by export market conditions while lamb exports are much 
smaller and prices and markets are governed directly by supply and demand. We- have 
calculated the average gross margin to be around 12% for comparison purposes with other 
wholesale operators. 

In the period surveyed (February 1996), the breakdown of the wholesale/distributor of carcase 
meat by type of meat is shown in Figure 5.1. 
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FIGURE 5.1: RELATIVE PROPORTIONS OF PRODUCT SOLD FOR 
CARCASE MEAT WHOLESALERS 

Carcaoo Moat Wholesaler-proportions of product sold 
by weight 

Veal 
6% 

Source: Consultant interviews. 

Beef 
59% 

FIGURE 5.2: BUTCHER CARCASE PURCHASES BY PRODUCI' TYPE 

National Purchases by product type -Butchers 
1994-95 

MUTTON I HOOGETS 
&% 

'-'"" 
25% 

Sourc~:; A.C_ Nielsen for MRC/AMLC. 
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Figure 5.2 indicates the annual wholesale purchase composition by Yolume, which is fairly 
close to the wholesaler of carcases we interviewed. 

FIGURE 5.3' GROSS MARGINS BY PRODUCT TYPE FOR 
CARCASE WHOLESALERS 

Care~ so whol•uler·Grou margins by productt~p• 

Source: Consultant intervu~:ws. 

5.4 FOOD SERVICE SECTOR BENCHMARKS 

F~d service operators are typically boning rooms and storage facilities who bone out beef 

and fabricate lamb and then portion cut the product for food service outlets. We have not 

obtained co.st benchmnrks separately for these operators but have included them in the 

wholesale cost benchmarks. The FMRC smvey in 1992 produced the cost benchmarks 
provided in Table 5.2 and Figure 5.4. 
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TABLE 5.2 ' COST BENCHl\'IARKS FOR THE RESTAUR~NT SECTOR 

Averages grouped by Net Profit per Owner 

Under SS,OOO 55,000-29,999 530,000 + 

Income 100% 100% 

I 
100% 

Cost of Snles (43%) (38%) (35%) 

Gross Profit 57% 62% I 65% 

Wages and Salaries (21%) (15%) (19%) 

Rent/Lease Prti:mises (II%) (8%) (8%) 

Other Overheads (25%) (21%) (20%) 

Net Profit 0% 14% 18% 

Soun::e: FMRC 1992193. 

FIGURE 5.4' FOOD SERVICE COST COMPONENTS 

Food Service Cost Components (199213) 

"iOO.OO% ,. __ 
80.00% 

70.00% . 60.00% .. 
50.00% ~ 

';; 
40.00% " 30.00% 

20.00% 

10.00% 

0.00% 

IJI'Iderssooo $5000 to S2999S OJer 530000 

Clearly, there is a significant level of fixed cost associated with the operation of food service 

outlets, which results in higher proiil margins for the high turnover outlets. Table 5.2 and 
Figure 5.4 indicate that food costs are the most significant cost item. To keep costs low, food 

outlets are increasingly expecting meat to be prepared into cuts which require the least 

amount of additional kitchen handling. 

5.5 RETAIL SECTOR BENCHMARKS 

As mentioned earlier, \VC have used the gross margin approach to look at cost benchmarks 
within the retail sector. This approach is traditionally used in the retail sector for most 

products os the retailer is looking to ndd a morgin to cover costs and a profit across a rang~ of 
individual product items. Moreover, the meat industry has continun.Jly tracked the marketing 
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margins of each sector to monitor the retailers share of the consumer dollar. With current 
reduced returns to the production se<:tor marketing margins are again the focus of interest by 
industry groups. 

In order to collate appropriate cost benchmarks, the approach was to look at published 
materiaL The Financial Management Research Centre (FNIRC) cover both supermarkets and 
retail butchers. In addition, we approached MATF A who have published the "Leading Edge" 
a series of benchmarks by cost item for a range of butcher models. 

TABLE 5.3: MATFA RETAIL DENCHMARKS 

<----fMTFASutvet{199$ , 
•:. of Sties Re~~nue Shopping Centre 

·~· '"" ~rip 
Butch en~ But~hers aut~ he~ Buteh~rs 

($11/XJOIWuk) ($300/XJIWetk) ($1~0CG'w:ek) ($65IJM\Ifd) 

MntSales 100.0% 1DO.IW, 100.0~. 1011.11% 

Ces!oiSatn (56.5%} (SUWo] (55.0%) (5:!.0%) 

Gross Margin on MeatS old 4J.5% J9.U% •n::a· .. li.IJ% 

PropMy/Oeo.:pancy Costs (10.0%) (5.1~~) (6.4%) (5.3%) 

la~Cosls (17.~) (16.0%}" (16.~) (139%) 
FQOd Pll.!p<lor~U.:.VP;ekagkl>lfSIOI~ (4.6%) (4.8%) {5.4%) (S-7%) 

Tr.m~p<;ft/f.:telt;h: COsts 
M;u~etlngiSd l"'l Co$1:1 (0.6%) (0.2%) (0.3%) {0.2%} 
Admlnistr3\looJOiher (3.9%) (4.1%) (5.4'/l.) (6.9%) 

E~mlng~ lleJcro lnt=roai/T~xa~ lfBIT) 

Fi.1ar.ee Ccs!SIInl.anw (1.5%) (G.S%} 

Pre-Tu: Proflti(Lon) .. 
OOJ<ire <:W<m< iilla;y belcre cwnt!r irih'Y oe!Q<a OO.tl!!f ~ruy biilote cv.oor »G<Y 

Source: MATFA 1995 The Leading, Edg,e. 

Table 5.3 lists the FMRC benclunarks obtained for butchers and supermarkets as well as a 
chain of butchers shops in NSW: 
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TADLE 5.4: FMRC RETAIL DENCHMARKS 

%ol~tuRevenue <--FMRC Sln~hmat!ts--" eu:cllerChaln 
Butchars Supermark1ts Delicatessen B MSWSIOfCIS 

'"" 1,93 1994 "" 
Meat Salas 100.1l% 100.0% 100.0'1. 10Q.Il% 

Co" of S<l~s (69.$%) (62.~) ($9 7%) (70.6%) 

Gros, Margin on Mnt Sold =---- --:!!K2o;r--

Proptrty/Occllpaocy C¢$1$ (5.0%) (2.7%) (10.2%) (HI%} 
La~.:rco..r.s ~.0"/o) {7.n~.) (5.0%) (19.7'/o) 
FOOd Prep.;~:-atioriPacka1lngiS~age {1.3%) {1.2%) (0.7%) {1.5%) 
rr.:m.IPQ/Iifro:!;ht Cozts 0.0"/o '·"' M% 
l.tlr~etmg~Seltmg CQa$ {11.8%) 0.0'1. (0.7%) {1.1%) 
AdmWstratiooiOthu (4.0".1.) (2..7%} (3.4,.) (1.6%) 

Eam'ngs befon:r lntensi/Tues (EBIT) 

An3rea Cosls/lnlete~t (2..2%) (U%) (3.1'1'o) 

Pt~~•Ta-.:; P~IJtl..ou) 

bii!o<e owne; sa:acy Oii!oreo.,.ner sa•;uy 

Source: FMRC University of New England. 

MATFA have adopted the gross margin approach in their Leading Edge benchmarking 
project to facilitate comparisons across the whole retail s·ector. They have recruited a number 
of progreSsive retail butchers into the project and routinely hold seminars and discussion 
groups of their members. 

The MA TF A benchmarks indicate the higher gross margin for smaller strip butchers 
compared to shopping centre butchers who trade on volume and price compared to the higher 
value adding and service component of smaller butchers. This type of cost benchmarking has 
proved useful individual members of the MA TF A retail groups and allows them to focus on 
individual cost items on a percentage basis. 

Interviews with senior supennarket management suggest that supennarket meat gross 
margins have fallen from 33% some years ago to around 20% currently. During a recent visit 
by executives of the United Kingdom Tesco supermarket chain for MRC retail ready 
presentations, a representative of Tesco stated that their gross margin for in store prepared 
meat had been 28% but they had actually lost money at that margin level. The FMRC 
benchmarks indicate supermarket gross margins of only about 18%. 
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The following tables for Japan retail and wholesale gross margins are provided for 
comparative purposes: 

COW>AAATIVE GROSS MARGINS • JAPAN 
RETAIL SECTOR% 

:.:.o::::.:~ST~ 
.W(IU.WI•U D&TSitmt: I»CC\\~lUI • ·~ . ,_ 

' 'Wtol,ll,. SV"'!lRWJU<.U~O 

•~m " " " 
., 

" " " ~ " " " " " " " MJSTIW.I.>Ji 
FRO;;J;/lG;v.:o:ortD " " " " " GI<MEOCl.AU:Fl:D " " " ~s " a 

=~:::; " " " " " " 
, 

" " " 
., " " " ·~ AA~ " " " " " " ~· " " " " " " " " ' '· ' ' . . -~ 

,\'iiOOLE CHANNEL DISTRIBUTION % 
1\!PQRTERS WHOtESAL!!.Il.S PROC!!.SSORS 5\JeTOTAI.. 

TYP£0FB!!.E1' 

.IAPAN!SI! CO~!!.STIC 

W>Oru 8 22 20 19 
~ 4 " 23 19 

AUSTRAliA. \I 

FROZEN GRA..,_<; FF.O ' 20 15 , 
Crll.LEOcm..-su~E.O 6 20 16 \3 
CH!.LEO G/V.SS F£0 5 21 16 13 
CHt\.S.OGil,O,mF£0 19 18 13 

"~ 
fROZEN ' 17 " " CH!t.l.£0 ' 16 17 " 

SOURCE: RBC INC JAPAN DEC 1995. DEVELOPMENT OF FUTURE $1RI\TEGIES FOR AUSTRALWJ BEEF 
·----·--·"-

The above tables indicate that Japanese supermarkets are making in the order of25-32% for a 

range of meat items stocked .. Japanese butchers appear to have a lower gross margin than 

smaller strip butchers in Australia. However, margins in the middle channel in Japan 

(including impotiers and wholesa!t:rs) are relatively high compan~d to Australia. 

5.6 EXPORT SECTOR BENCHMARKS 

The cost benclunarks listed in Table 5.5 have been obtained via interviews with non packer 
e;.:porters: 
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TABLE 5.5: NON PACKER EXPORTERBENCH'I1ARKS 

Commodity Non Aligned Export 
Trader Exporter Contracts 

Sales 100.00% 100.00% 100.00% 

Cost of Sales 98.63% 93.77% 84.06% 

Gross Profit 1.37% 623% 15.94% 

Other Income 0.03% 

Profit Before Selling, Admin 1.40% 6.23% 15.94% 
Expense 

Selling Expense 0.11% 3.70% \.62% 

Admin E:'(pense (including 0.43% 6.32% 3.61% 
salaries) 

Corporate/General Overhead 0.05% 2.49% 1.50% 
Expense 

Other Expenses 0.00% 0.18% 0.61% 
Total Expenses 0.59% 12.69% 7.34% 

Earnings Before Interest and Tax 0.81% -6A6% 8.60% 

Source: Consultant interviews. 

Based on our interviews with exporters it is estimated that gross margins from meat exporting 
fall in the range of 3-4% of sales. With nel margins of around 1%, cost items such as rent, 
salaries, communications and fmancing account for around 2-3% of the sales dollar. 

Ocean freight and land freight to ports is a significant cost of export sales. Based on the 
Japanese market, ocean freight accounts for about 10% of the chil!ed FOB beef value and 

abom 12% for frozen beef FOB value. Figure 5.5 highlights this point. 
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FIGURE 5.5: COMPARISON BETWEEN FREIGHT COST AND MEAT VALUE 
FOR BEEF EXPORTS TO JAPAN 

100':'> 

"" 
""" 
"" 
"'" 
50'1• 

<0'4 

"'" 
'''"' 
'" 
0% 

JAPAN BEEF FREIGHT COMPARED TO MEAT VALUE 
AUSTS 

CHILLHI 

Source: AMLC market r~ports. 

" 

Based on chilled beef and veal exports of24l,OOO tonnes in 1994-95, chilled ocean freight is 

estimatt:d to be $96 million compared to froz::n ocean frt:ight of $257 million. Marine and 
credit insurance would 3.\'erage 1% of gross sales or around $35 million_ 

The other cost items for meat exporting is land freight to ports and port charges. We have 
estimated that land freight averages around 7 cents per kg, which amounts to a total of $77 

million based on total meat exports of 1,098,612 tonnes shipped weight in 1994-95. This 

amounts to about 1.8% of FOB unit beef values and about 3% of FOB unit shccpru.cat values. 

Assuming port service charges of about S70 per container, we estimate that port service 

charges amount to some $5 million based on about 1 million tonnes of meat exported in about 

71,000 containers. 

Based on the ACIL report Meat Freight Arrangements and Rc1tes from Australia and New 
Zealand published in 1994, Australian exporters enjoy a freight advantage of 13% on bulk 
pack cartons, based on scheduled shipping conference tariffs. For quarter beef to Korea, 

Australia enjoys a slight advantage of 4%. The report also concluded that the benefits of 
waterfront reform in New Zealand had been far greater than Australia, especially for 

conventional shipping. 

5.7 RECOMMENDATIONS FOR ENTERPRISE BENCHMARKING 

Existing benchmarking systems were examined within three broad groups Within the post 

processing sector. Our recommendations for on-going benchmarking work within each of 

these groups are: 
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2. 

3. 

\Vholesa!er and Food Service Sector. 

Many meat wholesaler operations are part of a meat processing enterprise and are 

therefore subject to being benchmarked within that sector. Other meat wholesaler 

operations are primarily trading organisations with low overhead costs. They are 

extremely reluctant to provide cost information and the industry benefit and individual 

enterprise benefit likely to be obtained via benchmarking would be limited. 

Retail Sector. 

Established benchmark systems already operate through MATFA and Fi:v1RC. We do 
not recommend any change to the established systems nor the manner in which they 
operate. 

Export Sector. 

This sector is made up of non packer exporters and as discussed for mea~ wholesalers 
little benefit is likely to be achieved through establishment of nn enterprise 

bcndunarking system. 
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ANNEX! 

ON FARM BENCHMARK FINDINGS 

A AAC.\11:-.'TER~ATIO:-l.\L OELI\'ERI:SG PRACTICALSO!.UTIO:\S 

E"lE'RPRlSE BENCH:IIARK!.'\G 
forth~ MEAT RESEARCH CORPORATI0:-1 

.\~Nf..X 1 : DETAILED BE~CH.\L>.RK fl:"iDINGS 
I 

ANNEX 1 : ON FARM BENCHMARKING FINDINGS 

Codes Used: 

HRS-BIC 
HRS-AV 
HRN-BIC 
HRN-AV 
WSS-B!C 
WSS-AV 
WSN-BIC 
WSN-AV 
PS-BIC 
PS-AV 
PN-BIC 
PN-AV 

High Rainfall South-Low cost producer 
High Rainfall South-Average 
High Rainfall North-Low cost producer 
High RainfalJ North-Average 
Wheat Sheep South-Low cost producer 
Wheat Sheep South-Average 
Wheat Sheep North-Low cost producer 
Wheat Sheep North-Average 
Pastoral South-Low cost producer 
Pastoral South-Avt:ragt: 

Pastoral North-Low cost producer 
Pastoral North-Average 

_A ,\.\Ott:-.IE\t:\"ATI0:0:AL DELI\"ERI:\G l'(t.\CTIC\LSOLLIIO~S 
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4. SHEEP ENTERPRISES 
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5. SHEEP ENTERPRISE- PRIME LA!VIB 
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eg1on 

une ( 

1Mean 1Mean 1Mcan ean 
! I I 

1 ean 

p:~estocK num ers a 
SHEE'P 

I -~ _L ___ I I 
1 -162"!:>. 1"1 348"8.61 850"5.261 777"fil2, -9"S!f3J54 

I CAl TL. 
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~~vestocK sales tr5E 
aaun sheep sold no 
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area cropped 
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' ' 11j 
Proportion over the hooK.$ Mles : 01 : 
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1 ! 
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ANNEX2 

FEEDLOT BENCHMARK TEMPLATE 

DELIVERJ:-:G Plt.\CriC\L SOLl'TIOZ\"S 

E:O.IERPRISE BE.'iCll:'ti,\RKJ.'\G 
far/Ito! .\!EAT RESEARCII CORPORATIO:-i 

A.'i;\:f_\:1: FEEDLOT BE.\'CJI:\IARKTE,\IPLATES 
I 

ANNEX 2 : FEEDLOT BENCIL'\1ARK SURVEY TEMPLATE 

Where possible data to be supplied for the 1994/95 financial year. Please indicate any 
variations to this. 

Ownership structure: a. Corporate 
b. Private 

Type of Operation: a. Custom Feeder 
b. Private 
-if some custom feeding indicate proportion % 

Estimated Capital Investment- Facilities and Equipment S ___ _ 

Feedlot Land Area: ____ ha (include any associated cropping/silage area). 

Estimated Land Value: ____ S/ha 

Feed Processing Method: a. Reconstitution 
b. Steam Flaking 
c. Dry roll/crack 

Years Installed ____ years 

Licensed Capacity (based on 600kg beast per t5m1
): ___ scu 

Pmclical Capacity (based on current feeding r~::girnes, your estimate of feedlot capacity): 

___ hd 

No. Head on feed at In/94 ___ hd 

No. Head on feed at 30/6/95 ___ hd 

Acrunl no. Cattle placed on feed 1/7/94-30/6/95 ___ hd 

Actual no. Cattle sold In/94-3016195 ___ hd 

Staffing levels 

StnfT Fcedln I /:VIi llfl\11 a in t Administration Totnl 

Permanent 

Casual 

Total 

Feed - Average Dry matter content expressed as% Actual weight fed: ____ % 

OF.LI\'f.I~J:"G l'lt\CfiCALSOI.l"TJO..;s 
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EXTERPRISE BE:-.:CH:'\L.\RKI:'i"G 
/or the ;\IE.,\TR£SF~·\RCII CORPORATIO:-;' 

Ai"i~E.X:!: FEEDLOT 8E:'\Cit:II.-\RKTE:'>IPLATES 
J 

FEEDLOT COST DATA 

1. Salary & Benefits s -Perman-:nt 
StaffDev & Training 
On-costs 
Work Compllns 

r---- -Totnl 
2. Repairs/Maintenance 
Yards/Earthwork & Water 
FeC:dmill 
Rolling Stock 
Complex-Buildings 
Motor Vehicles 
Roads 

Total 
3. Insurance 
General 
Livestcck 

Tot::~ I 
4. Government/Industry Charges 
Rates 
Licences/ALF A 

Total 
5. Utilities 
Power 
Water 

Fuel-pumps, motor vehicles, engines, etc. 
Total 

6. Administration 
Telephone/Facsimile 
Promotion/ Advertising 

--Postage/Stationery/Couriers 
Other 

Total 
7. Professional Services~ Consultants 
8. Contract Services 
10. Lease/Interest/Depreciation 
Interest on Capit.1l Investment 
Lease Payments (Equip hire) 
Mortgage Payments 
Bank Charges 
Depreciation 

Total 
11. Waste Disposal 
lvlanure Disp (m::t of manure sales) I 
Pest Control I 

Total I 
12. Commodity Testing I 
13. Othe1· J 

TOTAL OVERHEAD 

D~:un:RI:'\G PR-\CTIC.\I.SOLL"TI0:'\5 
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~ 
n 
i:"J 
r:n 
r:n :z 
0 

~ 

I 
~ 
i:"J 

~ 
w 

Plant Information Please en let· data in blue 

General Information 
Plnut 

Atltlrcssl--7rf7'~-l 
Townl--7rf7'~-l 

Postcodcl--7rf7'~-l 
Tclcphoncl--7rf7'~-l 
Facsimilcl---;;-m~--1 

EstnlJiishmcnt Numbcrf---,.,.,~--1 
Contact f--,,.,~--1 

Tally InfOrmation 

SlnughtcrTnlly pet· Mnn§ 

Sl:1ugh!c.- Tally per Day 1 

Boning T;llly per M11n 

Honing Tally per D:ty 1 

A ,\,\{:,\IINTEIINATIIJN,\1, 

Plant Infonnation 
Dnys Worltcd Slaugh h.: " ,. Days Worl(cJ Bonin 

Covered Y:ml.~ Hell 

Open Yards Hen 

Slaughter Hendfll 

d 

I 

' 
d Chillers Hen 

Boning Bodies per Dl 

Cnrton Freezing Ch 

Cold Stornge Tonne 

y 

" 
" Rendering CopncUy TnsRM/11 

Tallow Stornge Tonne· 

Mcntmcnl Stornge Tonne· 

' 
' 
' 

...... !:') 
:::. !j 
~" -· -· "" ::j~ 
"• t:l~ 
£-ld 
g~ n• oz; 
;l;l:,.: 
~0 

~ 
~ 

,\NN~:X.): ME.\'1" l't\On:S.'\IN(; IIENC'mt\IU\ CEMI'U'I't·: 

Austrullun M cnt Mnrlcetiug 
P:rn'\.ndAssccintcsAustrnlin 

I 
. I 

I 
I 

I 
l 

I 
I 
I 

I 
I 

l 
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~:.'\'I'Eitl'ltiS~; UJ;NCIIt-1,\lmiN(; 
forrlu· MEAT ltE .. <;t-;..\11(.'11 COIU'OIIATION 

Production lnfonmltion Please enter data in blue 
Slaughter 

Service Kill 

Service Head I 01 
Service Kgs U 

Own Kill 

Km·can hc:u 
Korc:m Kg: 

Domestic Heat 
Domestic Kg: 

I 

' 
I 

' 
I 

' 
j 

Steel'S & Heifers Heat 
Steers & Heifers Kg 

Jap:utcsc Ox Hca 
J:lp;uJcsc Ox Kg 

Cows hen 
Cows Kg: 

s 
:1 
s 

Manufncturing Cows hca 
1\'J:Hmf:u::turing cows Kg: 

:1 
s 

Bnlls hen 

Bulls Kg: 
:1 

s 

Own Kill Head Slaughtcrc :1 

u 
u 
u 

" 
u 
u 
u 

u 
u 
u 
u 
u 
u 
u 

u 

Owu Kill Kgs Slaughtered 0 

Total Head Slaughtered~ 
TotniKgs Slaughtcrctl 

Avcl':lgc Cai'C:lsc Slanghtcl·ccJ Kgs . 

~'- ,\,\Co\IIN'n:m>:ATION.\1. 

E<'iTI·.HI'IUS~; UEI'iCII,\1,\Ith:I .... G 
J<1r flo<' ,\\1;,\T nes~;AitC/1 COIU'OIIA'I'ION 

--· --· 
Mmt·:XJ: MEA"I"l'HOCESSING UENt:lnJ,\IIKTE/111'1-\H: 

AliStrtilinn Meat Mnrltcting 

ProAJulAssociatcsAustralin 
Boning 

Curcllsc Output Kgs ex Worle>§ 
Beef Boned Head 

Dccf lloncd Kgs Input 

Chilled Beef Output Kg.s FW U 
Frozen llccfOutput Kgs FW 

Boning Percent I . 

Etlil.!lc Offul Prod Tunnc 
Pctfootl Prod Tonne 

Mc:ltmcal Prod Tonne 
Tallow Prod Tonne 

llluodmcnl Prod Tonne· 
Hide 

Other Coproducts tonne 
Reuilcriug Intake 'l'onnc 

' 
' 
; 

' 
' 
' 
; 

' 

CoProducts 

Avcrngc Careasc Boned Kgs t1 I ! 

u 
u 

u 
u 

I
BI 
~~·~~ 

Totnl Head llouct.l~ 
Total Kgs Boned 

MMt R""""" Cffi'J'O'..Uon l<e>l 

m:U\'IiiUNG 1'11,\CriC:..\I.SOI.IIrlllNS 

ANN~:X 3: ~IE,\'/' 1'/toC~~'\S\Mi tU:NC:/1,\IAIU. n:Mt'IXrt:: 
J 

Slaughter Function Costs Please enter data in blue A•"'mli•nMc.,tModmtingl~iJj 
ProA.ndAssocintcsAu:.trulin 8.•·-~ 

~n·K;','t 

;ts 

,CS ,,, 
,,, 
cs 
ts 
cs 

I) 

y 
y 
n 

' 
' 

Bn)'Crs Wages inc LMgr 

Uuycrs Oncosts 

Commission Costs 
Buyers Vehicle Expenses 

Buyers Other Cost 

Yards Wages 

Yard . ., Oncost 

Ynrds Other Cost 

Slaughter Wages 

Slaughter Oncosts 
Slaughter Con.sum:lblc.s 

Slaughter· Sen' ices (Water & Fuc 

Slaughter Levy 

Protluction Levy 

SI:mghtct· Inspcetio 

Chiller Wages 

Chiller Oncost: 

.ii:~ ,\,\CM I'•ITJ·:JtN,\TIONAL 

' 
' 

Coproduct Wngcs 

Cuprutluct Oncost: 

Coproduct Othc , . 

Slf 
$0 

$0 
$0 

$0 
$0 

Slf 
$0-

$0 

$0 
$0 

$0 

$U 

Slf 
so 
Slf 
su 

Slf 
so 
Slf 

Slaughter Functional Area Co~l~ 

Procurement Cost~ 
Y :1 rds Cost ·o 

Slaughter Cost 

Chiller Cost 
Co products Cost 0 

Slaughter Function by Expense 

Slnughtc1· Lnbour~ 
Govn Chnrgcs & lnspcction ' 

· Slaughter Other '0 

Slaughtc1· Consumables 

Slnughtcr Services . · 

Mcnt """"'"h C"'l=ntirn•l<e>i 
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ANN~;.'\ J; MI'.Xf l'!toCI·~'iSIN(; lll·:NC!t~J.\HI.: Tt·:Ml'LATE 

' 
Fabrication Costs Please enter data in blue At&rnlinn Mont Mru·lrcting 

Prn'uld Associntcs ALt>i..m1iu 

A ,\AC:MJNTt·:m>~ATJONAt. 

Boning Wage. ' 
' 
' 

0 

Boning Oncost: 

lloning Consumable 

Boning lnspcctio 
Boning Services (Electricity 

Freezer Wage 

Freezer Oncost 

) 
5 

5 

ENTI:IU'ItlSt: llt:.'\'CII~IAiti~ING 
ft•nll,• ,\H:.\'1' ltESI·:,\11('11 COIU'OitATION 

'" $0 

>u 
$U 

>u 
$U 

$0 

Fabrication Functional Area Costs 

Boning Cost I ~~ I 
Freezer Cost 

$0 

Fabrication Function by Expense 

Fnhrieauon Lubours 
Govn Chnrgcs & Inspection 

Boning Consumablcs · 

Boning Services 

Mrot R=ch Co.-pocotion l<e>l 
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' 
Overhead Costs Please enter daht in blue Anstrulian Ment Mnrkoting 

ProAndAssocintcsAustralin fll H cad Oflicc Fcc: " 
11 

n ,, 
s 

Ovcrhen 

Dcprccintio 
In teres 

Oflice Expense: 

Vehicle Expense: 5 

c 

s 
s 

Insur:tnc 

Mnrlwting Wng~ 
M:trketing Oncos 

,) 

s 

M:tl"ltcting Trav 

Marl<eting Expense: 

s 
s 

Works Admin Wnge. 
Work<; Admin Oncos 

A AAC,\\l~TEltN,\TIO"AI. 

s 
s 
s 
s 

r 

Vet Officc1· Cos 

R&M Wngc. 
R&M Oncos 

R&M M:tteda 

R&M Otltc 

$\J 

so 
$0 

>U 
so 
>U 
$0 

$0 
>U 
su 
so 
so 
so 
su 
>U 
$0 

>U 

>u 

. 
. 

Overhead Functional Area Costs 

Head Office~ 
Mnrl<cting ' 

Worlcs Administration 
R&M 
Other 

Fabrication Function by Expense 
Overhcnd Lnbou 

Govn Charges & Inspcctio 

Overhead Otb 

R&IV 
Interc: 

·1 
;t 

Deprceiatio n 

' 

M~t I<=.wch Cocpomtion l<e>l 
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Livestock Costs & Revenues 

A A.\c~tiNTJ·:nr->AntiN,\1. 

Livestock Cos 

lnw:m.ls Frcigh 

Export Meat Sale: 

( $ 

, so 
t~O 
; 

I . 

Domestic Meat Sales 
Service Fcc.~ 

Tot\tl Livestock Cost§ 
Tolal Mcnt Revenue 

Nett Mcnt Revenue 

Added Valucj $0 I 

·--· 
.\NNEX J: M~:..\TI'IUlC~:SSlNt: tmNCIIIII,\Itl~ n:Mt'I.Xn: 

' 
Austrnlinn Meat Mnrl>cting 

PraA.nd.AssocintesAtSnllin 

Please enter data in blue 

Offal Sale 
Pctfood Sale 

Mcatmcal Sale 
Tallow Sale. 

s 

s 
s 
s 

Bloodmcal Sale. s 
Other Coproduct 

Hide rcvcnu 

Total Coproduct Rcvcnu 

s 
c 
. 

Co Products 
~u 

'" >u 
$U 

>U 
>U 
$U 

M~tR"""'ch CorpomUon~ 
M~C~I.~fKVI!KWOL!\I'IlUJ\IIl!.I\IIEI'CJK rY.DW"I('JMtm(.~lll0C.' 
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