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Disclaimer & seasonal influence

Disclaimer

This report has been produced by Rural Directions Pty Ltd (herein referred to as “the Company”) and 
associated consultants, specialists, and subcontractors. Whilst all due care has been taken in collecting, 
collating, and interpreting information in these slides, some omissions may have occurred. The statements 
and opinions contained in this report are given in good faith in the belief that they are not false or misleading.

Neither the consultants nor the Company undertakes responsibility in any way whatsoever to any person 
(other than the Client) in respect to the document, including any errors or omissions therein, arising through 
negligence or otherwise however caused.

Seasonal influence

The data collected and analysed in these slides was collected for the five year period between 2009 and 
2013. The seasonal conditions experienced over these years will have an influence over the results achieved 
in each agro-ecological zone. If seasonal conditions differ from those experienced during this time period, 
some of the comparisons within and between the zones and regions may change.



1. Introduction and methodology
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2. Profit as a % of turnover (Southern)
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Retaining 30% of turnover as net profit

30% (of turnover retained as net profit) 

What are these businesses 
doing differently?



3. Profit Driver Framework

• The project team identified the following four primary profit drivers nationally:

1. Gross margin optimisation (Operational)

2. Low cost business model (Structural)

3. People and management

4. Risk management 

• It is the interaction of these four that is resulting in different profit outcomes

• If one of these four is overlooked it will compromise profit potential at some point



4. Primary Profit Drivers

• Each of the four primary profit drivers are supported by a range of secondary 
and tertiary profit drivers

1. Gross margin optimisation
– Yield

• Agronomy

• Timeliness
– Variable cost control

– Crop rotation

– Crop sequencing

– Price received



Gross Margin Optimisation (Southern Region)

–10% more yield ($/hectare)



Gross Margin Optimisation (Southern Region)

–Less than 40% (of income into variable costs)

–$30 on fertiliser (per tonne of cereal yield)

Variable costs include: Contract work, crop selling and storage costs, crop insurance, fertiliser, 
freight, fuel, gypsum/lime, hire of plant, machinery repairs and maintenance, seed and seed 
cleaning, sprays and chemicals



Primary Profit Drivers (cont.)

2. Low cost business model

–Machinery utilisation

–Labour utilisation
– Cost effective access to land

• Lease

• Sharefarm

• Ownership

– Debt positioning

– General overhead costs

– Enterprise choices
• Multi-enterprise can dilute scale internally and add complexity



Low cost business model (Southern Region)

– 0.7 : 1.00 (machinery investment to income ratio)



Low cost business model (Southern Region)

– $600k to $800k (turnover per labour unit)

– 25% vs 35%  (of turnover into TPML costs)



Primary Profit Drivers (cont)

3. People and management
– Team function

– Decision making processes

– Making good decisions when under pressure

– Labour productivity

– Accessing and filtering technical information

–Implementation at the operational and strategic level

– Business succession

–Skill base

– Implementation, Implementation, Implementation!



Primary Profit Drivers (cont)

4. Risk Management

– Developing a resilient business
– Developing an ability to withstand a production shock

– Developing an ability to withstand a business shock

– Risk identification and mitigation

– Prioritising management attention to risks based on impact

–High margin, low risk agriculture

• The Top 20% have stronger profit margins and lower risk profiles



5. Internal capacity

There is abundant opportunity for many farmers to leverage greater levels 
of profitability from the resources that they currently have available to them

• Many growers have internal capacity to increase profitability

– Simplifying enterprise mix

– Improved timeliness through systematised patterns of work

– Avoiding low margin crop choices
» Highest and best land use

– Well considered crop rotation

– Block farming

– Increasing paddock size

– More accountable variable cost management

– Improved implementation

– Disciplined approach to machinery and labour



6. Management characteristics

The following six management characteristics were 

commonly noted amongst Top 20% producers during the qualitative survey 
process undertaken by Rural Directions Pty Ltd

1. Having a systems focus

2. Taking a ‘helicopter’ view when under pressure

3. Internalising and taking responsibility for key business decisions

4. Focusing energy on the things within their control

5. Superior implementation ability

6. Strong observational skills



Summary of key messages

• Replicating Top 20% performance is within your control

• Low risk, high margin agriculture is possible!

• The implementation gap is bigger than the knowledge gap

• Replicating Top 20% performance requires optimising gross 
margins and developing a low cost business model

• It requires skill, courage, and discipline to achieve this!



Key indicators

• Variable costs less than 40% of turnover

• $30 per tonne of wheat yield on fertiliser

• 0.7 to 1 machinery investment to income ratio

• > $600,000 turnover per FTE

• 25% of turnover on TPML related costs

• > 12kg of wheat per hectare per mm of effective rainfall



Discussion and questions
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