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ABSTRACT

This study aims to determine the income and analyze the profit level of the beef cattle business owned by the Sinar
Pagi livestock group in Limapuluh Kota Regency, Sumatera Barat Province. This research contributes to the wider
debate on improving rural livelihoods and achieving sustainable agricultural development, and is essential for
understanding the profitability of smallholder livestock enterprises. The results of this research will provide
insights into the financial sustainability of their operations and will inform strategies for the optimisation of their
business performance. The research was carried out using a case study method with 16 key informants, also
members of the Sinar Pagi livestock group. Data were analyzed with descriptive quantitative methods. The study
results show that the income earned by this livestock group in one year of research is IDR 6,471,775, with a profit
rate of 1.08/year. It can be concluded that the Sinar Pagi livestock group only gets a profit of 8%, and this profit has
not been able to meet the needs of the farmer's life.
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INTRODUCTION

The agricultural sector remains the second-largest contributor to Indonesia’s Gross
Domestic Product (GDP). In 2021, this sector accounted for 13.38% of the national GDP, based
on prevailing prices (Central Statistics Agency, 2021). This significant contribution reflects the
sector’s vital role in providing employment and income for many Indonesians. However, many
agricultural enterprises, including livestock farming, are still managed traditionally using family
labor. As a result, such businesses are often categorized as household farming or ranching
operations (Sari, Haryono, & Rosanti, 2014).

Community welfare is a critical goal for the Indonesian government, and agricultural income
plays a pivotal role in achieving it. According to Sari et al. (2014), welfare can be measured by
the income generated from farming activities, which aligns with Rachmat’s (2013) statement
that farm income serves as a reliable indicator of farmers’ welfare. Nevertheless, livestock
farming conducted by smallholder farmers often falls short of meeting the household’s financial
needs. Consequently, livestock farming is frequently viewed as a secondary rather than a
primary source of livelihood for these communities.

In Lima Puluh Kota Regency, the beef cattle sector represents a significant component of the
local agricultural economy. The region has long been recognized as a center for beef cattle
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development in West Sumatra Province due to its favorable conditions for livestock farming.
Beef cattle farming focuses on meat production, catering to a growing demand for beef that
continues to outpace supply (Rastosari, 2019). Recognizing this potential, the Sinar Pagi
livestock group in Lareh Sago Halaban District has pooled their resources and expertise to
establish a collaborative beef cattle farming operation.

The primary objective of this business is profit generation. Profitability is determined by
analyzing costs, revenues, and net income, which are critical metrics for evaluating the
business’s performance. Furthermore, the ability of farmers to operate efficiently often depends
on their experience. Ardika and Budhiasa (2017) highlight that greater farming experience
correlates with better management skills, which can enhance profitability.

Preliminary observations of the Sinar Pagi livestock group, which comprises 16 members
with an average of ten years of farming experience, suggest a high level of expertise. However,
despite their experience, the group lacks precise knowledge of their business’s profitability. This
uncertainty has prompted researchers to investigate the income and profit levels of the Sinar
Pagi livestock group. The findings will provide insights into the financial sustainability of their
operations and inform strategies for optimizing their business performance.

This research is essential for understanding the profitability of smallholder livestock
enterprises and contributes to broader discussions on improving rural livelihoods and achieving
sustainable agricultural development.

MATERIAL AND METHODS
This research was conducted in the Sinar Pagi Livestock Group, Lareh Sago Halaban District,
Limapuluh Kota Regency. The research method used was the case study method, with the
number of research respondents as many as 16 people. The data was analyzed descriptively
quantitatively using the following livestock business income formula:
n=Y.Py-YXi.Pi

Description:

T = Revenue beef cattle (Rp)

Y = PBeef cattle energy

Py = Price beef cattle (Rp/head)

»Xi = Number of i-th factor of production (i = 1,2,3,... n)
Pi = Price of the i-th factor of production (Rp)

To find out the benefits of farming, will be seen using the formula Return Cost (R/C) ratio,
which is a comparison between livestock business revenue and production costs incurred. The
formula used is as follows:

The R/C criteria of this ratio are:
Total Revenue

R/C =
/ Total Cost

1. If the R/C > 1, then the business is profitable
2.1fR/C =1, then the business being run is at breakeven
3.If the R/C s <1, then the business being run is at a loss
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RESULTS AND DISCUSSION
Characteristics of Farmers in the Sinar Pagi Livestock Group
Table 1. Characteristics of farmers in the Sinar Pagi group

Number of respondents

No. Description (People) Percentage (%)
1. Age (years)
- <30 1 6.25
- 30-40 8 50.00
- 41-50 6 37.50
- >50 1 6.25
2. Education level
- Elementary school 3 18.75
- Junior high school 2 12.50
- Senior high school 7 43.75
- University 4 25.00
3. Breeding experience (years)
- 1-5 2 12.50
- 5-10 4 25.00
- >10 10 62.50
4. Mainjob
- Farmer 12 75.00
- Merchant 2 12.50
- Self-employed 2 12.50

Age

The age distribution of respondents reveals that the majority fall within the productive age
range of 30-40 years, accounting for 50.00%. This suggests that most individuals actively
participating in the activities central to this research are in a prime phase of work productivity
and decision-making capacity (Zélity, 2023). Following this, the 41-50 age group constitutes
37.50%, also categorized as productive but bringing greater maturity and experience to the
activities under study. The involvement of different ages in a company will have a positive effect
on the productivity of a business (Meulenaere et al., 2016).

In contrast, only 6.25% of respondents were aged below 30 or above 50. The limited
representation of these groups may stem from factors such as lower interest or engagement
among younger individuals and reduced participation from older individuals, potentially due to
physical constraints or a shift in focus to other sectors. These findings underscore the
importance of designing engagement strategies tailored to the 30-40 age demographic, who
demonstrate both dynamism and adaptability, qualities essential for driving innovation and
growth in the research context. Their active involvement may also reflect an interest in
opportunities for professional advancement and entrepreneurial endeavors.

Education level

The majority of farmers in this group have a high school education, accounting for 43.2% of
the total farmers. While education may not directly affect farmers' perseverance in farming
(Ibrahim et al., 2020), it significantly impacts their ability to effectively manage the livestock
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business and adopt innovative technologies - key factors in driving the livestock industry
forward (Indrayani et al., 2018). In addition, education plays an important role in the decision-
making process. Therefore, encouraging higher educational attainment among farmers can
improve their capacity to achieve profitability in their livestock businesses (Edwin et al.,, 2021).
Further studies show that educated farmers are more likely to implement optimal livestock
management practices, resulting in better animal health and increased productivity (Ruzzante et
al., 2021) In the context of an increasingly competitive agricultural sector, individuals with
advanced knowledge are better equipped to utilise cutting-edge technologies and
methodologies, thereby improving efficiency and product quality (Rizzo et al, 2024; Balehegn et
al,, 2020).

Breeding experience

Experience is needed in any job. Because with experience, problems occur in a business, and
as long as these problems have been experienced before, it will be easier for someone to find a
way out of them. Similarly, in livestock, the experience of a farmer will significantly affect
livestock skills. With livestock experience, farmers will be more careful in responding to all
shortcomings that occurred in the past (Nurdayati et al., 2020). The average farming experience
farmers have in the Sinar Pagi livestock group is more than ten years. This is quite long so that
farmers of the Sinar Pagi livestock group can be categorized as having good breeding skills.

Main job

The main job respondents is as a plant farmer while raising livestock is only a side job. This
is because their most significant income comes from agriculture. This can be seen from the
livestock techniques they carry out, which are traditional. In line with this statement, Sahala
(2015) said that the livestock business carried out traditionally includes side companies because
most farmers choose farmers as their main job.

Business Revenue for Beef Cattle Sinar Pagi Cattle Group

Sinar Pagi's livestock companies generate revenue from several sources, including the sale
of breeding cows, calves, value-added livestock products, and manure used as fertilizer. These
income sources are divided into cash income and non-cash income. Cash income comes from
direct sales of heifers and calves, while non-cash income encompasses value-added activities and
the economic benefits of manure usage, even when not sold.

Table 2. Reception of Sinar Pagi livestock group farmers

No. Acceptance Amount (IDR) Percentage(%)
1. Cow sales 6,500,000 7.90
2.  Calves sales 48,150,000 58.51
3. Livestock value added 24,000,000 29.16
4, Feces 3,643,200 4.43
Average 27,643,200 33.59
Total receipts 82,293,200 100.00

In the table above, it can be seen that the revenue of beef cattle from the Sinar pagi farmer-
cattle group is IDR 82,293,200,-. The sale of livestock is still carried out through the
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intermediators, so the selling price of livestock tends to be unstable even though the selling age
of livestock is classified as the same. This revenue calculation is calculated during one accounting
year. The highest business revenue came from the sale of male offspring, followed by the
increase in livestock value, which amounted to 29.16% of the total revenue.

Production Cost of Beef Cattle Business Sinar Pagi Cattle Group

Total the costs incurred in the production process of farmers of the Sinar Pagi Farmer-
Livestock group amounted to IDR 75,730,925,-/ breeder/year. These costs are obtained through
the sum between the average variable costs and the average fixed costs. Variable costs incurred
amounted to IDR 62,224,125, - or 82.16% of the production process where the largest cost
needed in variable costs was labor costs amounting to 59.12% of total variable costs as seen in
Table 3.

Table 3. Production costs of beef cattle business of Sinar Pagi group

No. Types of Fees Amount (IDR) Percentage
1.  Variable costs
- Feed cost 15,423,250 20.37
- Labor costs 44,771,875 59.12
- Cost of medicines 604,000 0.80
- IBfees 1,425,000 1.88
Total variable costs 62,224,125 82.16
2.  Fixed costs
- Shrinkage of seedlings 5,135,000 6.78
- Cage shrinkage 5,895,000 7.78
- Equipment depreciation 2,476,800 3.27
Total fixed costs 13,506,800 17.84
Total cost of production 75,730,925 100.00

Variable costs constitute the majority of the total production costs, amounting to IDR
62,224,125, or 82.16% of the overall costs. Among these, labor costs dominate, accounting for
59.12% (IDR 44,771,875) of the total expenses. Feed costs represent the second-largest
proportion of variable costs, contributing 20.37% (IDR 15,423,250). Other variable costs,
including the cost of medicines (0.80%) and artificial insemination (IB) fees (1.88%), are
relatively minor components, indicating that these factors have a smaller financial impact on the
overall cost structure. The distribution of costs highlights the importance of managing variable
expenses to enhance profitability. Labor costs, which primarily encompass wages, benefits, and
training, play a critical role in maintaining operational efficiency and productivity.

In livestock farming, fixed costs, such as depreciation of facilities and equipment, play a
significant role in determining overall production expenses (Paul et al, 2024). Depreciation
reflects the gradual reduction in value of assets like cages and equipment over time,
representing a substantial portion of fixed costs. For instance, cage depreciation accounting for
7.78% of total production costs underscores the importance of infrastructure in livestock
operations.

Including regular maintenance and strategic investment in durable infrastructure, can
mitigate depreciation expenses and enhance overall farm profitability. The research suggests
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that farmers who proactively manage their fixed assets experience lower depreciation costs,
thereby improving their financial performance.

Additionally, equipment depreciation, contributing 3.27% to total production costs,
highlights the need for efficient utilization and timely replacement of machinery to maintain
operational efficiency. The study found that farms investing in advanced machinery experienced
a 15% reduction in equipment-related depreciation expenses over five years (Verma, 2006).

Understanding the impact of fixed costs, particularly depreciation, is crucial for livestock
farmers aiming to optimize production costs. Implementing strategies such as regular
maintenance, investing in high-quality infrastructure, and efficient asset management can
significantly reduce the financial burden of depreciation, leading to enhanced profitability and
sustainability in livestock farming operations.

Business Income of Beef Cattle of Sinar Pagi Livestock Group

The income balance above shows that the beef cattle business run by the Sinar Pagi cattle
group in 1 year is IDR 6,471,775,-. This amount is obtained by subtracting the revenue obtained
from the costs incurred during the production process in 1 accounting year. The livestock group
did not experience a deficit, but the income obtained was considered not to be expected to meet
the daily needs of group members.

Table 4. Business income balance of beef cattle Sinar Pagi farmer group

Acceptance Cost
Cash receipt (IDR) Fixed costs (IDR)
Parent sales 6,500,000 Shrinkage of seedlings 5,135,000
Calve sales 48,150,000
Non-cash receipt Cage shrinkage 5,985,000
Livestock value added 24,000,000 Equipment depreciation 2,476,800
Dirt value 3,643,200 Variable costs
Feed cost 15,423,750
Labor costs 44,771,875
Cost of medicines 604,000
IB fees 1,425,000
Sum 75,821,425
Income 6,471,775
Total receipts 82,293,200 82,293,200

Profit Rate of Beef Cattle Business Sinar Pagi Cattle Group

One indicator of the success of a livestock business is profit (Purnomo et al., 2021). Using the
formula Revenue Cost Ratio, we can see the profit obtained by the Sinar Pagi livestock group
business, which is 1.08. Through this value, it can be said that the Sinar Pagi livestock group
gains profits because the R/C value is considerable from 1. It's just that the profit obtained is
minimal compared to the yield obtained in Indrayani's research (2018) regarding factors that
affect beef cattle business income, with the calculation of the profit level of farmers in the Sitiung
area being 1.61. It is hoped that members of this livestock group can improve their business
management to maximize the profits to be obtained. The level of profit obtained will be closely
related to the selling value and costs incurred by the breeder (Happyana, 2017).
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CONCLUSION

The revenue received by the livestock group from its beef cattle business in 1 year is as
much as IDR 82,293,200,-, where this revenue is obtained from the sale of livestock, livestock
value-added, and manure that is not sold but used as fertilizer for crops owned by farmers. Cost
production issued from this business is around IDR 75,821,425,-. Through the difference in
revenue and costs, the annual income from the group's business is IDR 6,471.77,- with a profit
rate of 1.08, which means that the group run business gets a profit but not much.

REFERENCES
Ardika, 1., & Budhiasa, G. S. (2017). Analysis of the level of farmers' welfare in Bangli Village,
Baturiti District, Tabanan Regency. Journal of Development Economics, 13(2), 87-96.

Central Statistics Agency. (2021). Central Statistics Agency. Taken back from the Central Statistics
Agency: https://www.bps.go.id/

Balehegn, M., Duncan, A, Tolera, A., Ayantunde, A. A, Issa, S., Karimou, M., Zampaligré, N., André,
K., Gnanda, I., Varijakshapanicker, P., Kebreab, E., Dubeux, J., Boote, K., Minta, M., Feyissa, F.,
& Adesogan, A. T. (2020). Increase the adoption of technologies and interventions to
increase the supply of quality animal feed in low- and middle-income countries. Global Food
Security, 26,100372. https://doi.org/https://doi.org/10.1016/j.gfs.2020.100372

Chang, Y.M., Huang, BW., & Chen, Y.J. (2012). Labor supply, income, and welfare of farmer
households. Labor Economics, 19(3), 427-437.
https://doi.org/10.1016/].LABEC0.2012.03.004

De Meulenaere, K. I. M., Boone, C., & Buyl, T. (2016). The role of company size moderation and
job security. Journal of Organizational Behavior, 37(2), 193-212.
https://www.jstor.org/stable/26610524

Edwin, T., & Alianta, A. A. (2021). Consumer Characteristics and Consumption Behavior in the
Purchase of Livestock Products During the Covid-19 Pandemic. Animal Science Magazine,
24(2), 64-71.

Happyana, D. (2017). Analysis of the Profit Level of People's Beef Cattle Fattening Business in
Wonogiri Regency. Scientific Journal of Integrated Animal Husbandry, 5(2), 33-39.

Indrayani, [., & Andri. (2018). Factors Affecting Beef Cattle Business Income in Sitiung District,
Dharmasraya Regency. Indonesian Journal of Animal Husbandry, 20(3), 151-159.

Indrayani, 1., & Hellyward, ]. (2015). Optimizing Production and Maximizing ProfitsBeef Cattle
Business with a Cattle-Oil Palm Integration System in Dharmasraya Regency. Indonesian
Animal Husbandry Journal, 17(3), 187-194.

Ibrahim, Supamri, & Zainal. (2020). Analysis of Factors Affecting the Income of Beef Cattle
Farmers in Lampasio District, ToliToli Regency, Central Sulawesi Province. Journal of
Agricultural Socioeconomics, 13(3), 307-315.

Nurdayati, Fidin, N. I., & Supriyanto. (2020). The Influence of Farmer Characteristics on Dairy
Goat Raising Motivation. Journal of Agricultural Extension Development, 17(32), 121-136.

Paul, P.O., Jane, 0.0., & Nsisong, L. E-U. (2024). Innovations in fixed asset management:
Enhancing efficiency through advanced tracking and maintenance systems. International

DOI: 10.25077/alive.v1.n2.p156-163.2024 Edwin et al. 162


https://doi.org/10.1016/J.LABECO.2012.03.004
https://www.jstor.org/stable/26610524

EDWIN ET AL. / ANDALASIAN LIVESTOCK - VOL. 01 NO. 02 (2024), 156-163

Journal of Science and  Technology = Research  Archive, 7(1), 019-026.
https://doi.org/10.53771/ijstra.2024.7.1.0053

Purnomo, S. H,, Sari, A. I, & Romadhona, N. D. (2021). Analysis of Profitability of Beef Cattle

Farmers in Bangsri District, Jepara Regency. AGRILAN : Journal of Islands Agribusiness, 9(1),
88-100.

Romadhon, Good; Sutantri; (2021). Correlation of the Merger of Three Sharia Banks and Public
Awareness of Sharia Banking Products. At-Tamwil Journal, 3(1), 86-98.

Rachmat, M. (2013). Farmer Exchange Rate: Measurement and Its Relevance as an Indicator of
Farmer Welfare. Agroeconomic Research Forum, 31(2), 111-122.

Rizzo, G., Migliore, G., Schifani, G., & Vecchio, R. (2024). Key factors influencing farmers’ adoption
of sustainable innovations: a systematic literature review and research agenda. Dalam
Organic Agriculture (Vol. 14, Nomor 1, hlm. 57-84). Springer Science and Business Media
B.V. https://doi.org/10.1007/s13165-023-00440-7

Ruzzante, S. Labarta, R, & Bilton, A. (2021). Adoption of agricultural technology in the
developing world: A meta-analysis of the empirical literature. World Development, 146,
105599. https://doi.org/https://doi.org/10.1016/j.worlddev.2021.105599

Sahala, J., Widiati, R., & Baliarti, E. (2015). Analysis of the Financial Feasibility of the Ongole
Peranakan Simental Cattle Fattening Business and Factors Affecting the Number of

Ownership in People's Farms in Karanganyar Regency. Animal Husbandry Bulletin, 40(1),
75-82.

Sari, D. K., Haryono, D., & Rosanti, N. (2014). Analysis of Income and Household Welfare Level of
Corn Farmers in Natar District, South Lampung Regency. Journal of Agribusiness, 2(1), 64-70.

Verma, S. (2006). Impact of Agricultural Mechanization on Production, Productivity, Cropping
Intensity Income Generation and Employment of Labour.

Zélity, B. (2023). Age diversity and aggregate productivity. Journal of Population Economics,
36(3), 1863-1899. https://doi.org/10.1007/s00148-022-00911-3

163 Edwin et al. DOI: 10.25077/alive.v1.n2.p156-163.2024



