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Take Home Message –  
 
Calculate gross margins for your own enterprises to assess how 

they are performing 
 

Appreciate the significant costs incurred when housing cattle 
during winter and realise the performance of the cattle during this 

period is critical if they are to make a positive margin  
 
Be aware of market fluctuations and do not use rising markets to 

disguise poor physical performance 
 
 



1 

 

1.0 INTRODUCTION 
 

The onset of the school holidays saw the absence of several faces normally in 
attendance and this equated to possibly the lowest turnout of attendees so far – 20. 
Despite the reduced numbers, the day was well received and there was much interest in 
the gross margin data which was presented. 

 
 

Aim of the Project: 
 

To improve both the technical efficiency and the finances of the Monitor Farm and other 
farms within Orkney. 

 
Aim of the 9

th
 Meeting: 

  
Highlight the importance of gross margins in determining financial performance  

 

2.0       FARM UPDATE 
 

The barley harvest had been secured without hitch in the fine weather and the grain 
yield held up well at 2t/acre despite the fertiliser being cut back from 3cwt/acre to 2. 
Moisture content varied between 19-26%. Overall, the 30 acres of spring barley yielded 
60t of grain, 213 round bales and 480 square bales.  
 

 
Figure 1. Millburns Charolais X stot Calves 
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3.0 BUILDING UPDATE 
 
Steven gave an in-depth presentation on the thought process which he had followed in 
deciding on the design of the new livestock shed. The remit of the development revolved 
around having additional winter housing capacity to retain additional Simmental X heifer 
calves for sale as breeding replacements. Cubicles would be incorporated into the 
design to (a) minimise bedding costs and (b) train up replacements for his own herd so 
that they would have less chance of getting stuck in the cubicles in the main steading 
complex.   His first design (figure2.) was rejected on the basis that it entailed too much 
area of hardcore and the feed barrier position demanded that the feed was uncovered 
and therefore exposed to the elements.                                                                                                                                   
                            

 

 
 

           
 
Figure 2. Initial building design. 60 x 35                          Figure 3. Interim design (60 x 45) 
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Figure 4. Final design (75 x 30) 
 
The final design would comprise of 25 x 2m wide cubicle spaces with an internal feed 
barrier and a pen to shut the animals into when they were being scraped out. There 
would also be a section within the building for storage. When asked why he was not 
waiting to see whether he could secure a grant on the project he maintained that there 
was too much uncertainty on whether he would be eligible and the timescale involved 
was too long. Furthermore, he believed the agents fees incurred in drafting up a plan – 
whether successful or not- would fund a significant part of the build. The estimated cost 
of the building delivered to Aberdeen is £10,200 which excludes doors and guttering. 
The concrete work is likely to cost £5,000. Stevens choice of cubicle (wall mounted 
mushroom) are no longer available on the market therefore he will commission a local 
blacksmith to make them.   
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4.0  MILLBURN GROSS MARGIN 
 

The second section of the day tried to tackle gross margins relating to Millburns weaned 
calf enterprise and also followed some of the weaned calves once they had left Millburn. 
 
Gross margins are a widely used business management tool aimed at ascertaining the 
financial performance of individual farm enterprises. They are calculated by subtracting 
all of the variable costs (e.g. feed, seed, fertiliser, vet & med etc.) which can be directly 
attributed to an enterprise from the Output. The output includes sales (adjusted for 
replacement costs where applicable) and subsidy specific to that particular enterprise 
(e.g. beef calf scheme). Gross margins are not a profit figure as they take no account of 
any fixed costs such power & machinery or rent & finance for example. Attempting to 
accurately allocate fixed costs to individual enterprises is impossible in most cases.  

 
  Table 1. Millburn weaned calf gross margin. 
 

Suckler Upland Spring Calving Herd 

1 November 2011 ����31 October 2012 

Per Cow  to 
bull 

QMS 

Bottom 
Third 

QMS 
Average 

QMS 

Top 
Third 

Calf Sales/ Transfers 66016         

Beef Calf Scheme 4982         

Replacement Costs -9373         

TOTAL OUTPUT 61625 541 430 521 607 

            

Variable Costs           

Concentrates 7217 63 64 74 35 

Bedding 3200 28 17 19 23 

Vet & Med 3403 30 4 39 39 

Other costs inc. marketing etc. 781 7 21 21 29 

Silage 2400 21       

Hay 480 4       

Grazing fertiliser 5500 48       

Total variable costs 22981 202 309 263 237 

GROSS MARGIN 38644 339 122 258 370 

            

SELECTED FIXED COSTS           

Contracting 5759 51       

Tractor Diesel 3714 33       

Machinery Repairs 1777 16       

Depreciation 8087 71 58 52 51 
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Table 1 shows the gross margin covering the weaned calves which were sold from 
Millburn in October 2012. The replacement costs during this period were perhaps higher 
than normal as 3 bulls were purchased. The concentrates included all purchased feeds, 
including mineral buckets and boluses. It also included a value of £150/t for the home 
grown barley which was fed to the cattle. This cost was handled in this manner as the 
barley grown on the unit was seen as a separate enterprise as the majority of the grain 
is sold off as a cash crop. Last year for example, over £7500 of income was generated 
through barley sales. The bedding straw, also home grown, was handled in a similar 
manner to the grain and given a market value. Overall, the variable costs were 
significantly lower than even the QMS top third which, when factoring in the above 
average total output figure, realised a Gross Margin significantly higher than the average 
but just outside the top third.  
Four different fixed costs relating to the same period of time were also revealed. It was 
not possible to disclose any other fixed costs through a combination of them being tied 
up with the house (e.g. electricity) and impossible to accurately apportion to the 
business and confidentiality. Although there was little QMS data to benchmark these 
figures, it was thought that these could easily be compared with. 
As a side, it was put to each attendee to roughly calculate the profitability of their own 
units by subtracting all the subsidy income from their businesses from the net profit and 
dividing this by the number of cows put to the bull. This information will be compiled 
anonymously by the facilitators and presented at the next meeting.     

 
The analysis of the gross margin for the weaned calves after they left Millburn 
particularly interested the attendees (Table 2). Factoring in all of the variable costs 
realised a negative value of -£43 for the 8 heifers which were sold on 6

th
 May. In order 

for these cattle to have broken even, they would have needed to have been 20.5 kg 
heavier at their sale price of £2.12/kg. It was highlighted that these 8 calves were the 
poorest in the batch of 24 purchased and if they had been bought separately they would 
have cost less than £2.10/kg. Furthermore, the day they were sold may not have been 
the most lucrative that spring.  
The remaining 16 heifers were sold in early September and they realised a positive 
margin of £167/head. Although the market had risen over the period, they would still 
have realised over £100/head if it had remained static. The daily liveweight weight gain 
of these calves also showed that their growth rate in the byre was matched by that on 
the grass. Overall the exercise highlighted that overwintering cattle is an expensive 
business and that performance of the cattle is critical in this period if they are to make a 
positive margin. Whilst good performance at grass should be possible, the margins are 
still tight and care needs to be taken to ensure that they remain positive. It is easy to 
ignore the effect of the general market and the fluctuations within this must be factored 
into financial determinations with regards to output.  
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Table 2. Charolais X heifer calves sold from Millburn 19 October 2012 

24 Charolais X Heifers sold 19 October 2012 

Date of Sale 06 May 2013 
02 September 

2013 

Average Purchase Price 19 Oct 2012 @£2.10/kg 547.31 629.34 

Average weight 19 Oct 2012 (kg) 260.62 299.68 

      

Number sold 8 16 

Average Weight (kg) 363.5 508.06 
Average DLWG from purchase�Sale 
(kg/head/day) 0.52 0.65 

Average Gross Price (£) 771.25 1131.25 

Average Gross Price (£/kg) 2.12 2.23 

Sale Price - Purchase Price (£) 223.94 501.91 

Thainstone store heifer price p/kg 
218.9 (3rd 

May) 220.1 (6th Sep) 

      

VARIABLE COSTS £ per calf £ per calf 

Protein & minerals  46.32 52.56 

Barley @ £150/t 115.8 121.2 

Vet & Med 3.88 5.22 

Commission, levies, haulage 25.45 36.4 

Total variable costs before forage costs 191.45 215.38 

Gross margin before forage 32.49 286.53 

Silage @ £25/t 76 79.42 

Grazing @ £80/acre 0 40 

TOTAL VARIABLE COSTS 267.45 334.8 

Gross Margin after forage  -43.51 167.11 

 

06 May 2013 02 September 2013 

19 October �6 May (200 days inside) 19 October �15 May (209 days inside) 

Protein & Minerals Protein & Minerals 
Amino Beef (£744/t) 150g/hd/day = 30kg = 
£22.32 

Amino Beef (£744/t) 150g/hd/day = 31.35kg = 
£23.32 

Champ 35 (£400/t) 300g/hd/day = 60kg = £24 Champ 35 (£400/t) 300g/hd/day = 62.7kg = £25.08 

Barley Grass mins (£458/t) 1t fed 110 youngstock = £4.16 

4.55kg crimped/day 19 Oct �1 Jan = 332kg  Barley 

3.55kg propcorned/day 1 Jan� 6 May =440kg 4.55kg crimped/day 19 Oct �1 Jan = 332kg  

Vet & Med 3.55kg propcorned/day 1 Jan� 15 May =476kg 

Dectomax at housing £1.34/hd Vet & Med 

Fasinex @ housing £0.67/hd Dectomax at housing £1.34/hd 

Spot on in spring £1.17/hd Fasinex @ housing £0.67/hd 

Black leg booster (bravoxin) £0.70/hd Spot on in spring £1.17/hd 

Black leg booster (bravoxin) £0.70/hd 

Dectomax £1.34 
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5.0 BULL DISCUSSION   
 
Having analysed the gross margins and viewed some of the charolais stot calves and 
Simmental bull calves, the attendees were then asked their opinion on Steven’s idea to 
replace his last charolais bull with another Simmental. Steven added that he was not 
going to immediately purchase a Simmental bull, but if a bull which he liked and was 
within his budget became available at the Stirling bull sale, he would consider 
purchasing. 
The attendees views on this were not favourable. They stressed that they had spent 
much of the morning looking at a good set of figures based on charolais X heifers and 
changing to a Simmental could reduce the margins. One farmer suggested that 18 
month old charolais X steers can realise up to £150/head more than Simmental steers of 
the same age and weight. Furthermore, when it was ascertained that the sire of some of 
the impressive charolais x stot calves which they had just viewed in the field were sired 
by a perfectly healthy, 5 year old Charolais bull still on the holding their decision was 
made. A show of hands asking whether Steven should change his last remaining 
charolais for a third Simmental resulted in almost all of the attendees recommending 
that he should keep the charolais. 
 

 
 
 
6.0 NEXT MEETING 
 

 
 The next meeting will be arranged for a date in December 
 

 
 

 
 
 
 
 


