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Introduction to Costs & Returns Estimates

The University of Idaho Extension produces crop costs and returns estimatgsother year. Theverall
goal of this project is to provide the ldaho agricultural industry with an unbiased and consis
calculated estimate of the cost of producing iears crops and to track the change in production costs
acre and per unit cartime.
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personnel throughout Idaho. Although production practices may be similar forichgil/farms, eacfarm
has a unique set of resources with different levels of productivity, different production problems
therefore different costs. Farm size, crop rotatj age and type of equipment, and the quality a
intensity of management arellacrucial factors that influence costs. The cost of production estim
shows the typical or representative production costs by region based on documented produ
practices These production costs are not area averages, rather they are based on rawds|for four
areas of thestate.

University of Idaho costs and returns estimates can be used as a management tool to help producs
three ways:
1. Templates.Excel spreadshegthave been created by the University of Idaho to make enterpri:
budgeting andecord keeping an easy task. You can start by substituting our costs and retur
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2. Marketing. Estimating production costs on a per acre or per unit basis can help you talcula
ClHE ( & u-pven@@icds. Knowing your bregken price to cover operating costs and tota
costs can help with contract negotiations and selling on the open
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Background and Assumptions



engineering equatins in this program. Machinery 6.75 percent. A general overhead charge,
operating costs include fuel, lubricants and repairs.

Labor and Management

The cost of labor used in this publication includes a

base wage, plus a percentage to account for

various payroll taxes (FICA, SUZAFUTA), and
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as paid vacation/personal leave days, health

insurance and bonuses. Labor is classified by the

type of work performed. Labor classifications, labor

rates and payroll overhead are shown on the

followingpage.

Labor Values

Set Move includes: handlines and wheellines
Continuous Move includes: center pivots and linear move
Payroll overhead for set move systems includes housing

Based on the speed, width and overall field
efficiency, Budget Planner calcubltes equipment
operator labor hours for all field operations except
those performed on a custom basis. Custom
operations are listed separately. General farm
labor accounts for extra field labor used during
planting or harvest. A management fee, based on
approximately 5% of the total production costs

Capital, Land and Overhead Costs

Interest on operating capital is charged from the
time an input is applied until harvest and
is calculatedat a nominal rate of 7.00 percent.
Interest on internediate term capital, primarily
equipment, iscalculatedusinga nominalrate of



Tabk 3is a monthly cash flow of expenses based
on when the operation occurs and when inputs are
applied. keld operations are classified as pre
harvest, harvest andostharvest.

Table 4lists the equipment used to produce this
crop and the costs per houto operate this
equipment. Total annual hours of use for the
current crop and for all crops on the faris also
shown.

Table 5lists the purchase price and salvage value
of equipment used to produce this crop, as well
annual capital recovery and cash ovead
expenses.

Table 6 provides a ranging analysis, sometimes
referred to as a sensitivity analysis.stiows how

the costs and returns per acre will vary as the yield
and/or price ranges above and below the base
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TABLE 1. CONTINUED

Quantity/ Price or Value or Your
Acre Unit Cost/Unit Cost/Acre Cost
CASH OVERHEAD COSTS
General Overhead 14.66
Land Rent 275.00
Management Fee 48.00
Property Taxes 0.00
Property Insurance 1.00
Investment Repairs 0.00
TOTAL CASH OVERHEAD COSTS/ACRE 338.66
TOTAL CASH COSTS/ACRE 925.12
NET RETURNS ABOVE CASH COSTS -412.37
NON-CASH OVERHEAD COSTS (Capital Recovery)
Equipment 37.03
TOTAL NON-CASH OVERHEAD COSTS/ACRE 37.03
TOTAL COST/ACRE 962.15

NET RETURNS ABOVE TOTAL COST

-450.15
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TABLE 2. CONTINUED

Operation

Operation

Cash and Labor Costs per Acre
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TABLE 3. MONTHLY COSTS PER ACRE TO PRODUCE ALFALFA-OAT HAY

APR MAY JUN JUL AUG SEP
19 19 19 19 19 19

OCT
19

Total
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TABLE 5. WHOLE FARM ANNUAL EQUIPMENT, INVESTMENT, AND BUSINESS OVERHEAD COSTS

ANNUAL EQUIPMENT COSTS

Cash Overhead
Yrs Salvage Capital Insur-

Yr Description Price Life Value Recovery ance Taxes Total
19 Grain Drill - 24' 37,000.00 12 5,124.74 4,305.78 105.31 0.00 4,411.09
19 Moldboard Plow 4b 12,300.00 10 2,175.15 1,571.76 36.19 0.00 1,607.95
19 Pickup 1 -3/4ton 42,000.00 5 13,750.00 7,771.98 139.38 0.00 7,911.36
19 Pickup 2 - 3/4 ton 42,000.00 5 13,750.00 7,771.98 139.38 0.00 7,911.36
19 Roller Harrow 20' 51,000.00 15 4,896.33 5,312.80 139.74 0.00 5,452.54
19 Tractor - 185hp 152,000.00 20 19,503.35 13,581.25 428.76 0.00 14,010.01
19 Tractor - 200hp 162,000.00 20 20,786.46 14,474.76
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TABLE 6. RANGING ANALYSIS - ALFALFA-OAT HAY

COSTS PER ACRE AT VARYING YIELDS TO PRODUCE ALFALFA-OAT HAY







