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The 2020/21 year saw a further improvement 
in business performance with participant 
farms achieving the highest RoTA and RoE 
in real terms in the history of the project. 
EBIT and net farm income were at the highest 
level seen in the nine years on the back of 
the third highest real milk price combined with 
below average variable and overhead costs.

This section compares the performance of participant 
farms in the Dairy Farm Monitor Project over the past 
nine years. While figures are adjusted for inflation to 
allow comparison between years it should be noted that 
the same farms do not participate each year and care 
needs to be taken when comparing the performance 
across years.

Set out in Figure 25 is the average EBIT and net farm 
income for the nine years of Dairy Farm Monitor Project 
in South Australia. Whilst EBIT and net farm income initially 
rose, the high in 2013–14 was followed by a decline and 
volatility with 2020/21 producing the best result across both 
EBIT and Net Farm Income since the projects inception.

EBIT and net farm income both improved further in 
2020/21 compared to last year on the back of an above 
average milk price of $7.61/kg MS, compared to the nine 
year average of $6.99/kg MS.

In 2020/21 the average EBIT per farm was $672,207 and 
net farm income was $560,873, with both well above their 
long term averages of $302,238 and $182,650 respectively.

This year’s RoTA of 6.7% is the highest seen since the 
inception of the project and is well above the nine year 
average of 4.6% 

The average RoE improved from 7.9% to 10.4% in 2020/21 
which is significantly higher than the nine year average 
of 4.7%

The 2020/21 year saw milk price drop below the high of 
2019/20 in real terms but when combined with a drop in 
variable and overhead costs compared to last year and 
below the long term average, this resulted in higher profit 
margins for participant farms. 

The average returns reported for 2020/21 may also have 
been influenced by a change to the farms participating 
in the project having different financing arrangements.

The dollar values included in this historical analysis are 
adjusted to 2020/21 equivalent values (allowing for CPI 
inflation) to allow comparison between years, however, 
the number of farms in the sample is not consistent. 
As some farms do not participate each year and new 
farms are added to the sample, care needs to be taken 
when comparing performance across years.

Figure 25 Historical EBIT and net farm income
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Figure 26 Historical return on total assets (LHS), return on 
equity (LHS) and milk price (RHS)Figure 26 Historical ROTA, RoE and milk price
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Appendix
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Table A8 Capital structure 

Farm assets Other farm assets (per usable hectare)

Land 
value

Land 
value

Permanent 
water value

Permanent 
water value

Plant and 
equipment

Livestock Hay 
and grain

Other 
assets

Total 
assets

$/ha $/cow $/ha $/cow $/ha $/ha $/ha $/ha $/ha

Average  11,537  13,569  1,167  1,063  1,304  2,598  214  228  17,048 

Top 25%  8,331  11,371  1,534  1,400  1,320  2,537  209  189  14,120 

Liabilities Equity

Liabilities per  
usable hectare

Liabilities per  
milking cow

Equity per  
usable hectare

Average  
equity

$/ha $/cow $/ha % 

Average  4,410  4,574  12,637 75.1

Top 25%  3,945  5,178  10,175 71.6

Table A9 Historical data – average farm income, costs and profit per kilogram of milk solids 

Income Variable costs

Milk income (net) Gross farm 
income

Herd costs Shed costs Feed costs Total  
variable costs

Year Nominal 
($/kgMS)

Real  
($/kgMS)

Nominal 
($/kgMS)

Real  
($/kgMS)

Nominal 
($/kgMS)

Real  
($/kgMS)

Nominal 
($/kgMS)

Real  
($/kgMS)

Nominal 
($/kgMS)

Real  
($/kgMS)

Nominal 
($/kgMS)

Real  
($/kgMS)

2012/13  5.83  6.72  6.40  7.37  0.32  0.37  0.28  0.32  2.96  3.41  3.56  4.10 

2013/14  6.83  7.66  7.74  8.68  0.30  0.34  0.26  0.29  3.04  3.41  3.61  4.05 

2014/15  6.35  6.96  7.03  7.71  0.29  0.32  0.22  0.24  3.28  3.60  3.79  4.16 

2015/16  6.15  6.66  7.10  7.69  0.34  0.37  0.24  0.26  3.13  3.39  3.71  4.02 

2016/17  5.78  6.14  6.75  7.17  0.40  0.42  0.27  0.29  2.49  2.65  3.16  3.36 

2017/18  6.24  6.51  7.08  7.38  0.31  0.32  0.29  0.30  2.80  2.92  3.40  3.54 

2018/19  6.46  6.66  7.32  7.54  0.29  0.30  0.24  0.25  3.30  3.40  3.83  3.95 

2019/20  7.62  7.75  8.64  8.79  0.36  0.37  0.26  0.26  3.53  3.59  4.14  4.22 

2019/20  7.61  7.61  8.75  8.75  0.37  0.37  0.23  0.23  3.16  3.16  3.76  3.76 

Average  6.99  7.96  0.35  0.26  3.26  3.88 

Note: ‘Real’ dollar values are the nominal values converted to 2020/21 dollar equivalents by the consumer price index (CPI) to allow for inflation.
From 2016/17 Gross farm income does not include feed inventory changes and changes to the value of carry-over water. These are included in feed costs.
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Table A9 Historical data – average farm income, costs and profit per kilogram of milk solids (continued)

Overhead costs Profit

Cash  
overhead costs

Non-cash 
overhead costs

Total  
overhead costs

Earnings before 
interest and tax

Interest and 
lease charges

Net farm 
income

Year Nominal 
($/kgMS)

Real 
($/kg 

MS)

Nominal 
($/kgMS)

Real 
($/kg 

MS)

Nominal 
($/kgMS)

Real 
($/kg 

MS)

Nominal 
($/kgMS)

Real 
($/kg 

MS)

Nominal 
($/kgMS)

Real 
($/kg 

MS)

Nominal 
($/kgMS)

Real 
($/kg 

MS)

Return   
on total 

assets 
%

Return 
on 

equity 
%

2012/13  1.55  1.79  1.60  1.84  3.15  3.63  (0.31) (0.36)  0.53  0.61  (0.84)  (0.97) -0.6 -4.9

2013/14  1.54  1.73  1.31  1.47  2.85  3.20  1.27  1.42  0.52  0.58  0.75  0.84 6.2 8.5

2014/15  1.50  1.65  1.03  1.13  2.52  2.76  0.72  0.79  0.55  0.60  0.16  0.18 3.9 3.6

2015/16  1.60  1.73  1.00  1.08  2.60  2.81  0.79  0.86  0.57  0.62  0.22  0.24 3.1 -1.5

2016/17  1.68  1.78  1.04  1.10  2.71  2.88  0.88  0.93  0.47  0.50  0.40  0.42 3.1 2.1

2017/18  1.61  1.68  0.89  0.93  2.50  2.61  1.18  1.23  0.54  0.56  0.65  0.68 4.3 4.1

2018/19  1.50  1.55  0.90  0.93  2.40  2.47  1.09  1.12  0.49  0.50  0.60  0.62 3.5 2.1

2019/20  1.70  1.73  0.95  0.97  2.66  2.70  1.84  1.88  0.46  0.46  1.39  1.41 5.8 7.9

2020/21  1.62  1.62  1.00  1.00  2.62  2.62  2.37  2.37  0.41  0.41  1.96  1.96 6.7 10.4

Average  1.68  1.08  2.76  1.14  0.53  0.79 4.6 4.7

Note: ‘Real’ dollar values are the nominal values converted to 2020/21 dollar equivalents by the consumer price index (CPI) to allow for inflation.

Table A10 Historical data – average farm physical information 

Total 
usable 

area

Milking 
area

Total 
water use 
efficiency

Number 
of milking 

cows

Milking 
cows per 
useable 

area

Milk 
sold

Milk 
sold

Estimated 
grazed 

pasture*

Estimated 
conserved 

feed*

Home 
grown feed 
as % of ME 
consumed

Concentrate 
price

Year ha ha t DM/ 
100mm/

ha

hd hd/ 
ha

kg MS/
cow

kg MS/
ha

t DM/ 
ha

t DM/ 
ha

 of ME Nominal 
($/t DM)

Real 
($/t DM) 

2012/13 340 141 0.70 320 1.2 527 622 4.8 1.2 51  304  350 

2013/14 526 164 0.60 453 1.4 469 660 7.9 0.9 57  343  385 

2014/15 529 159 0.70 362 1.3 581 738 -11.5 4.1 44  364  399 

2015/16 447 131 0.70 355 1.4 586 751 6.4 1.4 48  366  396 

2016/17 565 200 0.60 394 1.3 539 630 5.7 1.9 64  304  323 

2017/18 527 205 0.60 399 1.1 569 628 4.4 1.3 54  340  354 

2018/19 573 226 0.63 414 1.1 574 600 5.3 0.9 61  485  500 

2019/20 592 238 0.61 446 1.0 577 579 4.8 1.1 57  505  514 

2020/21 562 256 0.6 449 0.9 618 559 5.0 1.4  61  412  412 

Average 540 197  0.6 409  1.2 564 643  3.5  1.6 55 410

* From 2006/07 to 2010/11 estimated grazed pasture and conserved feed was calculated per usable hectare 
From 2011/12 estimated grazed pasture and conserved feed was calculated per hectare of milking area
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All other 
income

Income to the farm from all sources except milk. 
Includes livestock trading profit, dividends, interest 
payments received, and rent from farm cottages.

Annual hours Total hours worked by a person during the given 
twelve month period.

Appreciation An increase in the value of an asset in the market 
place. Often only applicable to land value.

Asset Anything managed by the farm, whether it is 
owned or not. Assets include owned land and 
buildings, leased land, plant and machinery, 
fixtures and fittings, trading stock, farm 
investments (i.e. Farm Management Deposits), 
debtors, and cash. 

Cash 
overheads 

All fixed costs that have a cash cost to the 
business. Includes all overhead costs except 
imputed labour costs and depreciation. 

Cost of 
production 

The cost of producing the main product of the 
business; milk. Usually expressed in terms of the 
main enterprise output i.e. dollars per kilogram of 
milk solids. It is reported at the following levels; 
• cash cost of production; variable costs plus 

cash overhead costs
• cost of production excluding inventory changes; 

variable costs plus cash and non-cash 
overhead costs

• cost of production including inventory changes; 
variable costs plus cash and non-cash 
overhead costs, accounting for feed inventory 
change and livestock inventory change minus 
livestock purchases.

Cost 
structure 

Variable costs as a percentage of total costs, 
where total costs equals variable costs plus 
overhead costs. 

Debt 
servicing 
ratio 

Interest and lease costs as a percentage of gross 
farm income. 

Depreciation Decrease in value over time of capital asset, 
usually as a result of using the asset. Depreciation 
is a non-cash cost of the business, but reduces the 
book value of the asset and is therefore a cost. 

Earnings 
before 
interest and 
tax (EBIT) 

Gross income minus total variable and total 
overhead costs.

EBIT% The ratio of EBIT compared to gross income. 
Indicates the percentage of each dollar of gross 
income that is retained as EBIT.

Employed 
labour cost

Cash cost of any paid employee, including on-
costs such as superannuation and WorkCover.

Equity Total assets minus total liabilities. Equal to the 
total value of capital invested in the farm business 
by the owner/operator(s).

Equity % Total equity as a percentage of the total assets 
owned. The proportion of the total assets owned 
by the business.

Farm income See gross farm income.

Feed costs Cost of fertiliser, irrigation (including effluent), 
hay and silage making, fuel and oil, pasture 
improvement, fodder purchases, grain/
concentrates, agistment and lease costs 
associated with any of the above costs, and feed 
inventory change.

Feed 
inventory 
change

An estimate of the feed on hand at the start and 
end of the financial year to capture feed used in 
the production of milk and livestock.

Finance costs See interest and lease costs.

Full time 
equivalent 
(FTE)

Standardised labour unit. Equal to 2,400 hours 
a year. Calculated as 48 hours a week for 
50 weeks a year. 

Grazed area Total usable area minus any area used only for 
fodder production during the year.

Grazed 
pasture

Calculated using the energetics method. Grazed 
pasture is calculated as the gap between total 
energy required by livestock over the year and 
amount of energy available from other sources 
(hay, silage, grain and concentrates). 
Total energy required by livestock is a factor of 
age, weight, growth rate, pregnancy and lactation 
requirements, distance to shed, terrain and number 
of animals. 
Total energy available is the sum of energy 
available from all feed sources except pasture, 
calculated as (weight [kg] x dry matter content 
(DM %) x metabolisable energy (MJ/kg DM)).

Gross farm 
income

Farm income including milk sales, livestock trading 
and other income such as income from grants 
and rebates.

Gross margin Gross farm income minus total variable costs.

Herd costs Cost of artificial insemination (AI) and herd tests, 
animal health and calf rearing.

Imputed An estimated amount, introduced into economic 
management analysis to allow reasonable 
comparisons between years and between 
other businesses. 

Imputed 
labour cost

An allocated allowance for the cost of owner/
operator, family and sharefarmer time in the 
business, valued at $30 per hour.

Interest and 
lease costs

Total interest plus total lease costs paid.

Labour cost Cost of the labour resource on farm. Includes both 
imputed and employed labour costs.

Labour 
efficiency

FTEs per cow and per kilogram of milk solid. 
Measures of productivity of the total labour 
resources in the business.

Labour 
resource

Any person who works in the business, be they 
the owner, family, sharefarmer or employed on 
a permanent, part time or contract basis.

Liability Money owed to someone else, e.g. family or 
a financial institute such as a bank. 

Appendix A  Glossary of terms, abbreviations and standard values
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Livestock 
trading profit

An estimate of the annual contribution to gross 
farm income by accounting for the changes in the 
number and value of livestock during the year. 
It is calculated as the trading income from sales 
minus purchases, plus changes in the value and 
number of livestock on hand at the start and end 
of the year, and accounting for births and deaths. 
An increase in livestock trading indicates there 
was an appreciation of livestock or an increase 
in livestock numbers over the year. 

Metabolisable 
energy

Energy available to livestock in feed, expressed 
in megajoules per kilogram of dry matter (MJ/
kg DM).

Milk income Income through the sales of milk. This is net of 
compulsory levies and charges.

Milking area Total usable area minus out-blocks or run-
off areas. 

Net farm 
income

Previously reported as business profit.
Earnings before interest and tax (EBIT) minus 
interest and lease costs. The amount of profit 
available for capital investment, loan principal 
repayments and tax. 

Nominal  
terms

Dollar values or interest rates that include an 
inflation component. 

Number 
of milkers 

Total number of cows milked for at least 
three months.

Other  
income 

Income to the farm from other farm owned assets 
and external sources. Includes dividends, interest 
payments received, and rents from farm cottages.

Overhead 
costs

All fixed costs incurred by the farm business e.g. 
rates, administration, depreciation, insurance 
and imputed labour. Interest, leases, capital 
expenditure, principal repayments and tax are 
not included. 

Real terms Dollar values or interest rates that have 
no inflation component. 

Return on 
equity (RoE) 

Net farm income divided by the value 
of total equity.

Return on 
total assets 
(RoTA) 

Earnings before interest and tax divided by 
the value of total assets under management, 
including owned and leased land.

Shed costs Cost of shed power and dairy supplies such as 
filter socks, rubberware, vacuum pump oil etc.

Total income See gross farm income.

Total usable 
area 

Total hectares managed minus the area of 
land which is of little or no value for livestock 
production e.g. house and shed area.

Total water 
used 

Total rainfall plus average irrigation water used 
expressed as millimetres per hectare, where 
irrigation water is calculated as; (total megalitres 
of water used/total usable area) x 100. 

Variable 
costs

All costs that vary with the size of production in 
the enterprise e.g. herd, shed and feed costs 
(including feed inventory change). 

List of abbreviations

AI artificial insemination

CH4 methane gas

CO2 carbon dioxide gas

CO2-e carbon dioxide equivalent

CoP cost of production

DFMP Dairy Farm Monitor Project

DM dry matter of feed stuffs

EBIT earnings before interest and tax

FTE full time equivalent.

GWP global warming potential

ha hectare(s)

hd head of cattle

HRWS high reliability water shares

kg kilograms

LRWS low reliability water shares

ME metabolisable energy (MJ/kg)

MJ megajoules of energy

mm millimetres: 1mm is equivalent to 4 points or 1/25 of an 
inch of rainfall

MS milk solids (proteins and fats)

N2O nitrous oxide gas

Q1 first quartile, i.e. the value of which one quarter,  
or 25, of data in that range is less than

Q3 third quartile, i.e. the value of which one quarter,  
or 25, of data in that range is greater than

RoTA return on total assets

RoE return on equity

t tonne = 1,000kg

Standard values

Livestock values
The standard vales used to estimate the inventory values 
of livestock were as below.

Category Opening value 
($/hd)

Closing value 
($/hd)

Mature cows 1,600 1,600

Rising 2 year heifers 1,200 1,600

Rising 1 year heifers 600 600

Bulls 2,400 2,400

Imputed owner/operator and family labour
In 2020/21 the imputed owner/operator and family labour 
rate was $32/hr based on a full time equivalent (FTE) 
working 48 hours/week for 50 weeks of the year.
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