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Schedule: Managing Volatility

10:00    Registration

10:30   Cost of production and comparative benchmarks    
– John McNutt & Mark Penningroth

11:30   Multi year trends – John McNutt
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11:30   Multi year trends – John McNutt

12:00   Adjourn
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2011 Benchmarks
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2011 Observations

� Average Producers losing ground to top 10% Producers, 
Difference in whole herd carcass \ Cwt.  breakeven between the         
50th to 90th in  2010  was $7.35/ Cwt. , in  2011 it is  $11.97 

� Whole Herd Cost per Cwt. Pork Sold  122% & 117% respectively
� 50th Percentile Cost per Cwt. Sold up $11.17 to $62.29/Cwt.

� 90th Percentile Cost per Cwt. Sold up $  7.70 to $53.31/Cwt.
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� 90 Percentile Cost per Cwt. Sold up $  7.70 to $53.31/Cwt.

� Breed to Wean Cost per Pig Weaned 119% & 108% respectively
� 50th Percentile  Cost per Pig Weaned up $6.25 to $39.78 

� 90th Percentile  Cost per Pig Weaned up $2.38 to $30.54 

� Wean to Finish Cost per Cwt. of Gain 123% & 120%  respectively
� 50th Percentile  Cost per Cwt. of Gain up $  9.32 to $49.34

� 90th Percentile  Cost per Cwt. of Gain up $  7.16 to $43.76
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LHHP 2011 Benchmark Process

� June 2011 - define estimated benchmark for the year 2011

�Based on prior year and actual and estimated feed prices for 

SE Iowa, 

�Weekly quotes through May 

� Feedstuff reported prices and local elevator 

� Apply estimate purchasing efficiency 90% of average weekly posted    

priceprice

�Estimate for balance of year – estimated based on price trends and 

future quotes

�Update September 30 and December 31 to actual weekly price

�Review sales data for market hogs and market sows

�Market weights, genetic costs adjustments
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Process - continue

�April Review of First Draft of 2011 Benchmarks

� Internal LHHP staff

�Reviewed by Dr. Joe Connor, Carthage Vet & Mark 

Greenwood, Agstar

Compare benchmarks with client’s accrual data�Compare benchmarks with client’s accrual data

�Refine benchmarks based on observed data

�50th & 90th percentile, do they make sense.

�Late May/June additional review

� June meeting
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How the Benchmarks Add Up

Cost/weaned pig @ 13 lbs.

= $30.54/(1-death loss, 4%)

= $30.54/.96= $31.81

Cost of a weaned pig sold

$31.81 + Cost of Gain $114.21

= $146.08

+
Divided by CWT. sold

274/100 = 2.74 CWT. Sold

= $146.08 / 2.74

= ~ $53.31 (rounding) 

Cost/CWT. Pork Sold
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+
Cost/CWT. of Gain

Market Weight 274 pounds 

274-13= 261 pounds of gain

261/100 = 2.61 CWT. of Gain

= $43.78 * 2.61 = $ 114.27
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LHHP Benchmarks & Comparative –

What it is and What it is not

�Is a confidential peer group

�Is not a contest – no bragging rights

�Is managerial accountingIs managerial accounting

�Is information that managers can use to make 

decisions

�How competitive are we

�Where do we look to make improvement

�Is not perfect, includes estimates and 

assumptions, (90% of the way is better than 100% of 
nothing achieved) 9
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Participation in LHHP 

Comparative - Requirements

�Accrual financial information by stage of 

growth, production data provided

�Full access by LHHP staff to needed 

informationinformation

�Grant Permission 
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Comparative Cost of Production 

Breed to Wean Units 

Report Method

� Inventory change is in the divisor 

� Divisor is “Pigs Produced – Complete Equivalent”

� Costs are presented in a LHHP modified “NPPC Financial Standard” format

� Facilities, labor and other operating reported as “Cost Normally Borne By
Contractor”. This allows comparability between farms.

� Genetics include semen, breeding supplies, royalties, sow depreciation,
(gain) loss on sale or death. Breeding stock development costs are
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(gain) loss on sale or death. Breeding stock development costs are
capitalized.

� Example of allocation of capitalized cost; 6% labor, 11% facilities,
3% other, 78% feed, & 2% vet

� Feed includes grind, mix and delivery

�Other costs may be adjusted to add a standard charge of $10/Ton

� Totals are presented before general and administrative & before finance

� Marketing costs are treated as deductions from revenue

� The reported average columns may not total, the reported metrics are averages
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Breed To Wean:  Detail

��Average cost to produce wean pig: $34.38Average cost to produce wean pig: $34.38

��Farms: 18 + 1 contractorFarms: 18 + 1 contractor

��Range:  $ 28.23 to $41.66Range:  $ 28.23 to $41.66

��Spread: $13.43 per pigSpread: $13.43 per pig

��Labor/Labor/FacFac/Other: Range $ 10.18 to $15.61/Other: Range $ 10.18 to $15.61
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��Labor/Labor/FacFac/Other: Range $ 10.18 to $15.61/Other: Range $ 10.18 to $15.61

��Genetics:    Range   $ .93 to $ 4.70Genetics:    Range   $ .93 to $ 4.70

��Feed:          Range   $ 9.80 to $ 17.71Feed:          Range   $ 9.80 to $ 17.71

��Veterinary: Range   $ 1.48 to  $  6.42Veterinary: Range   $ 1.48 to  $  6.42

��Of the 10 herds with costs lower than the average Of the 10 herds with costs lower than the average 

of $34.38, 5 < 2,000 & 5 > 2,000 sowsof $34.38, 5 < 2,000 & 5 > 2,000 sows
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Comparative Cost of Production for 2011

Breed to Wean Units

Cost per Pig Produced – Complete Equivalent 
* 2011 Average 

less than 2,000 

sows

*2011 Average 

greater than 

2,000 sows

Benchmark – 50th

Percentile

Benchmark – 90th

Percentile

Expenses:

Personnel 6.08 5.21 5.91 5.40

Facilities 4.76 5.97 6.38 5.20

Other Operating 1.94 1.49 1.76 1.00

Total of Labor, Facilities, and Other Costs Normally 

borne by Contractors 12.78 12.68 14.04 11.60
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borne by Contractors 12.78 12.68 14.04 11.60

Genetics 2.67 2.55 3.00 .65

Feed 14.51 14.64 17.38 14.89

Veterinary/Medicine 3.57 2.56 3.77 2.70

Total Cost of Production before Administrative & 

Finance 33.52 32.58 38.19 29.84

Administrative 1.32 .94 1.38 .70

Total Cost of Production before Finance 34.84 33.50 39.57 30.54

Interest – non-facility .24 .27 .21

Total Cost of Production (per pig) * 35.06 33.71 39.78 30.54

* Average Columns May Not Total – Metrics are Averages
J



Comparative Cost of Production 

Breed to Wean Units Compare 2011 to 2010

Cost per Pig Produced – Complete Equivalent

* Average less 

than 2,000 sows

2011

* Average 

greater than 

2,000 sows 

2011

Average less 

than 2,000 sows

2010

Average greater than 

2,000 sows

2010

Expenses:

Personnel 6.08 5.21 5.61 5.23

Facilities 4.76 5.97 4.71 5.67

Other Operating 1.94 1.49 1.88 1.25

Total of Labor, Facilities, and Other Costs Normally 
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Total of Labor, Facilities, and Other Costs Normally 

borne by Contractors 12.78 12.68 12.21 12.14

Genetics 2.67 2.55 3.33 2.59

Feed 14.51 14.64 11.45 11.43

Veterinary/Medicine 3.57 2.56 3.28 2.46

Total Cost of Production before Administrative & 

Finance 33.52 32.58 30.27 28.30

Administrative 1.32 .94 1.59 0.90

Total Cost of Production before Finance 34.84 33.50 31.86 29.14

Interest – non-facility .24 .27 .25 .43

Total Cost of Production (per pig) * 35.06 33.71 32.08 29.53

* Average Columns May Not Total – Metrics are Averages
J $1.35/PIG $2.55/PIG



Comparative Cost of Production 

Breed to Wean Units Compare 2011 to 2010

Cost per Sow

* Average less 

than 2,000 sows

2011

Year to 

year 

change

* Average 

greater than 

2,000  sows 

2011

Year to 

year 

change
* Average 

less than 

2,000 sows

2010

* Average 

greater 

than 2,000  

sows 

2010

Expenses: 23.60 +1.18 24.39 +1.34 22.42 23.05

Personnel 142.98 125.52 123.95 122.62

Facilities 112.15 141.98 103.95 133.40

Other Operating 46.06 35.68 41.41 29.40

Total of Labor, Facilities, and Other Costs Normally 

Pigs/Sow/Year
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Total of Labor, Facilities, and Other Costs Normally 

borne by Contractors 301.19 303.18 269.31 285.41

Genetics 62.60 58.97 73.00 48.35

Feed 342.50 345.13 252.64 264.72

Veterinary/Medicine 82.57 60.45 71.24 56.48

Total Cost of Production before Administrative & 

Finance 788.86 765.78 666.20 652.85

Administrative 31.10 22.99 35.10 21.85

Total Cost of Production before Finance 819.95 787.82 701.30 672.97

Interest – non-facility 5.57 6.32 5.38 9.92

Total Cost  per sow * 824.91 +$119 792.74 +$111 706.01 681.79

* Average Columns May Not Total – Metrics are Averages

J
$32.17/SOW $24.22/SOW
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Detail 

comparison

J

16

J



17

B-W other info
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2011 Observations on Sow Sales

�Avg. lbs sold:  479#, up 9#,  range         

2011  471-588,  (2010 423-497 pounds)

�Avg. value cwt: $52.70, (2010 $50)  range 

2011 $47.00 to $55.80,
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2011 $47.00 to $55.80, (2010 $40.20 to $53.60)

�Avg. value per head: 2011 $253 (2010 $235)

�Range $222 to $276 per sow  

�Variance high to low per sow: 2011 $54, 

(2010 $97, 2009 $81)
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Breed to Wean 9 Year History

19Spread        7.21     4.67     3.36     3.77     8.84    9.59     7.34     5.37 9.19 8.78 predicated
J
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Comparative Cost of Production 

Wean to Finish Units 

Report Method  

� Divisor is  “Pounds Produced”

� Inventory change is in the divisor 

� Genetic cost not included.  Calculation is cost to add a pound of gain.

� Purchase pig pounds are accounted for as an adjustment to pounds produced

� Contract fees are allocated by percentage:
� Example 34% labor, 51% facilities and 15% other. To allow comparability between 
farms.
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farms.

� Costs are presented in a LHHP modified “NPPC Financial Standard” format.
� Facilities, labor and other reported as “Cost Normally Borne By Contractor”. This 
allows comparability between farms.

� Feed includes grind, mix and delivery
� Other cost may be adjusted to add a standard charge of $10/Ton 

� Example of allocation: 18% labor, 75% facilities, 7% other operating

� Totals are presented before general and administrative & before finance

� Marketing costs are treated as deductions from revenue

� The reported average columns may not total, the reported metrics are averages
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Wean to Finish:  Detail

�Average cost to add 100 lbs. of gain: $ 46.31

�Farms: 12

�Range:  $ 40.08 to $ 49.72 per cwt.

�Spread: $ 9.64/cwt.  $25.16/pig 
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�Spread: $ 9.64/cwt.  $25.16/pig 

� 2010 spread $8.69/cwt.  $ 22 per pig 

�Labor/Facilities/Other: Range $ 6.13 to $ 10.14

�Feed:          Range   $ 29.33 to $ 38.76

�Veterinary: Range   $ 0.40 to  $  3.30

�The 4 herds under the average $ 46.31 represented 

all sizes of herds in the sample
J



Comparative Cost of Production

Wean to Finish Units

Cost Per Hundred Weight Of Gain

Average

2011*

Average

2010*

Benchmark – 50th

Percentile

Benchmark –

90th Percentile

Personnel 2.37 2.15 3.57 2.55

Facilities 4.71 4.58 5.35 3.83

Other Operating 1.25 1.42 1.58 1.13

Total of Labor, Facilities, and Other Costs Normally 

Borne by Contractors 8.33 8.14 10.50 7.51

Genetics 0 0 0 0

* Average Columns May Not Total – Metrics are Averages
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Feed 35.75 27.94 36.23 35.26

Veterinary/Medicine 1.11 1.08 1.16 .80

Total Cost of Production before Administrative & 

Finance 45.19 37.17 47.89 43.57

Administrative .60 .49 .65 .19

Total Cost of Production before Finance 45.79 37.66 48.53 43.76

Interest .52 .78 .81 0.0

Total Cost of Production (per cwt) * 46.31 38.43 49.34 43.76J



W-F comparison
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W-F comparison
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W_F Add Info
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Benchmark Cost - Wean to Finish 9 Year History

25

Spread      7.40       6.91      4.79     5.53      6.90      9.36     6.49      3.42      5.58    5.38 estimated
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Comparative Cost of Production 

Farrow to Finish Units  /  Whole Herd 

Report Method

� Inventory change is adjusted against cost by percentage allocation.  Percentage 
allocation determined by cost allocation prior to addition of inventory change. 

� Divisor is  “Pounds Sold”

� Purchased (sold) pig cost (credit) are allocated to cost categories by use of a 
percentage allocation method:
� Example:  17% facilities, 46% feed, 15% labor, 6% genetics, 9% vet, 4% other, 3% 
G&A
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G&A

� Contract fees are allocated by percentage:
� Example 38% labor, 48% facilities and 14% other. To allow comparability between 
farms.

� Costs are presented in a LHHP modified “NPPC Financial Standard” format
� Facilities, labor and other reported as “Cost Normally Borne By Contractor”. This 
allows comparability between farms.

� Genetics (same as Breed to Wean)

� Feed  (same as Wean to Finish)

� Totals are presented before general and administrative & before finance

� Marketing costs are treated as deductions from revenue

� The reported average columns may not total, the reported metrics are averages
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Bred to Finish/Whole Herd:  Detail

�Average cost to produce a 100 lbs of pork: $ 58.69

�Farms: 12

�Range:  $ 55.20 to $ 61.52 per cwt

�Spread: $  6.32 or $ 17.32 per pig at 274 lbs 
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�Labor/Facilities/Other: Range $ 12.19 to $ 17.77

�Feed:          Range   $ 37.24 to $ 42.30

�Veterinary: Range   $ 1.27 to  $  4.67

�Of the 6 herds who were under the average cost 
$58.69, represented herds from 20,000 to more 
than 200,000 pigs of annual production
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Average less 

than 8 

million live 

lbs sold

Average 

greater than 8  

million live lbs 

sold

Benchmark –

50th Percentile

Benchmark –

90th Percentile

Expenses:

Personnel 5.76 5.05 5.67 4.49

Facilities 7.09 6.41 7.55 5.63

Other Operating 2.14 1.99 2.18 1.45

Total of Labor, Facilities, and Other Costs Normally 

borne by Contractors 15.00 13.45 15.40 11.57

Comparative Cost of Production

Farrow to Finish / Whole Herd

Cost Per Hundred Weight

28

Genetics .44 1.31 1.15 .25

Feed 40.04 39.31 41.19 39.25

Veterinary/Medicine 2.05 2.23 2.55 1.79

Total Cost of Production before Administrative & 

Finance 57.52 56.29 60.29 52.86

Administrative 1.11 .93 1.15 .45

Total Cost of Production before Finance 58.63 57.23 61.44 53.31

Interest .33 .57 .85

Total Cost of Production (per cwt) 58.96 57.79 62.29 53.31

28
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Average less 

than 8 

million live 

lbs sold

Average 

greater than 

8  million live 

lbs sold

2010 Average 

less than 8 

million live lbs

sold

2010  Average 

greater than 8  

million live lbs

sold

Expenses:

Personnel 5.76 5.05 5.25 4.23

Facilities 7.09 6.41 7.02 7.01

Other Operating 2.14 1.99 1.78 1.87

Total of Labor, Facilities, and Other Costs Normally 

borne by Contractors 15.00 13.45 14.05 13.11

Genetics .44 1.31 1.00 1.11

Comparative Cost of Production

Farrow to Finish Units / Whole Herd

Compare 2011 to 2010 Cost Per

Hundred Weight 
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Genetics .44 1.31 1.00 1.11

Feed 40.04 39.31 30.58 30.46

Veterinary/Medicine 2.05 2.23 2.04 1.92

Death Loss Factor

Total Cost of Production before Administrative & 

Finance 57.52 56.29 47.68 46.59

Administrative 1.11 .93 1.33 .66

Total Cost of Production before Finance 58.63 57.23 48.81 47.26

Interest .33 .57 .92 .81

Total Cost of Production (per cwt) 58.96 57.79 49.73 48.07

J
1.66, 4.54/pig1.17, 3.20/pig



B_F Costs
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Continued On 

Next Page
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Benchmark Cost Breed to Finish Cost per CWT Sold

Spread          7.39     6.91     4.79      5.53    10.08    12.81     8.86      5.51     11.26 8.64 est.

J
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2011 Observations on Market Sales

�Average market weight: 274 lbs,  (up 4# 2010)

�Average value per cwt: $ 65.82, ($ 11.42 up over 2010)

�Average value per head: $ 180, ($ 33 up over 2010, $67 

increase last 2 years)
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�Average weight of off value: 177 lbs (12 # more 2010)

�Average value of “off value” per head $ 42.44

( up $8.75/cwt. or $15.48/hd)

�Percentage “off valued” 2.7% , (Down 0.7%)

�Range 1.4% - 4.4%
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Observation on Profit Margins

�Average net revenue per head: $180
� net $65.82 per CWT

�Range $ 160 to $ 187 , spread $ 27 per head

�Market weight range 266 to 283 
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� 50th percentile cost $171 per head
�Average Potential Profit per head  $  9

� 90th percentile cost $146 per head
�Average Potential Profit per head  $ 33

�Spread Potential: $52/pig sold

$  41 profit to a ($ 11) loss per head
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Total B-F COP, What will the cost be for 2012? 
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Multi Year Comparative
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Breed to Wean  4 Year Average
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B-W 4 year
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Wean to Finish 4 Year Averages
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W-f year

J

J

Please do not copy with out LHHP permission



Breed to Finish 4 Year Average

41

B-F 4 year

J
Please do not copy with out LHHP permission



Latta, Harris, Hanon & Penningroth, L.L.P.

Offices

2730 Naples Avenue SW, Suite 101 116 W. Main Street

Iowa City, Iowa 52240 Washington, Iowa 52353 

319-358-0520 319-653-6684

1201 North Avenue

Tipton, Iowa 52772

563-886-2187
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563-886-2187

3037 Center Point Rd NE                                                                                  626 G Ave

Cedar Rapids, Iowa 52402 Grundy Center, Iowa 50638

319-366-2163                                                                                                  319-824-5221      

Our firm website: www.lattaharris.com

Or E-mail

markpenningroth@lattaharris.com jmcnutt@lattaharris.com
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