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Introduction to Costs & Returns Estimates 

The University of Idaho Extension produces crop costs and returns estimates every other year.  The overall 

goal of this project is to provide the Idaho agricultural industry with an unbiased and consistently calculated 

estimate of the cost of producing various crops and to track the change in production costs per acre and 

per unit over time. 

The University of Idaho’s costs and returns estimates are based on economic costs, not just accounting 

costs. All resources are valued at a market rate or “opportunity cost”. Input prices are taken from the U of 

I’s annual survey of agricultural supply companies. The selling price is a historical average, not a current 

year’s price. Production practices are based on data from growers, crop consultants, and extension 

personnel throughout Idaho. Although production practices may be similar for individual farms, each farm 

has a unique set of resources with different levels of productivity, different production problems, and 

therefore different costs. Farm size, crop rotation, age and type of equipment, and the quality and intensity 

of management are all crucial factors that influence costs. The cost of production estimates show the 

typical or representative production costs by region based on documented production practices. These 

production costs are not area averages, rather they are based on model farms for four areas of the state. 

University of Idaho costs and returns estimates can be used as a management tool to help producers in 

three ways: 

1. Templates.  Excel spreadsheets have been created by the University of Idaho to make enterprise 
budgeting and record keeping an easy task.  You can start by substituting our costs and returns 
estimates with your own numbers. You can also enter them in the “Your Cost” column. 

2. Marketing.  Estimating production costs on a per acre or per unit basis can help you calculate 
your farm’s break-even prices.  Knowing your break-even price to cover operating costs and total 
costs can help with contract negotiations and selling on the open market. 

3. Benchmarks.  The University of Idaho costs and returns estimates are based on a typical or model 
farm and are calculated annually using consistent methodology.  You can use these estimates as 
benchmarks by comparing your own total costs or specific cost categories to our estimates.  This 
is a good way to find strengths and weaknesses in your production practices.   
 

It’s important to remember, just because your production costs are similar to our estimates, that isn’t 

necessarily a good thing.  Our model farms are also typically unprofitable!  Average producers usually 

don’t make an economic profit (which includes opportunity costs and non-cash costs such as 

depreciation).  Being profitable requires fine-tuned management and a competitive advantage that the 

average producer doesn’t have.    

 

 



 

 
 

Background & Assumptions 
 

 
The University of Idaho’s costs and returns estimates 
are based on economic costs, not accounting costs. 
All resources are valued at a market rate or 
“opportunity cost.” Input prices are taken from the U 
of I’s annual survey of agricultural supply companies. 
The selling price is a historical average, not a current 
year’s price. The cost estimate shown here is typical 
for producing alfalfa in northern Idaho. Production 
practices most closely resemble those in Canyon, 
Payette and Owyhee counties. Although production 
practices may be similar for individual farms, each 
farm has a unique set of resources with different 
levels of productivity, different production problems, 
and therefore different costs. Farm size, crop 
rotation, age and type of equipment, and the quality 
and intensity of management are all crucial factors 
that influence costs. 
 

The Model Farm 



 

 

 

Labor Values 

Labor  
Class 

Base  
Rate 

Payroll 
Overhead 

Effective  
Rate 

General Farm 
Labor 

$14.00 15% $17.55 

Truck Drivers $14.00 15% $17.55 

Equipment 
Operators 

$18.00 25% $22.50 

Irrigation Labor    

Set Move: HL & 

 

 

  





 

 
 

 
 
 
 
 
 

                                 
 
 

Number of acres: 300

Ownership Costs:

3,600 12.00

67,500 225.00

11,700 39.00

0

441 1.47

0

14,559 48.53

0

Total Ownership Costs $97,800 $326.00

Ownership Costs per Unit $889 $2.96

Total Costs per Acre $243,853 $812.84

Total Cost per Unit $2,217 $7.39

Returns to Risk -$93,703 -$312.34

Notes:

Breakeven Analysis: - Base +

10% 10%

Yield

Price 99 110 121

Operating Cost Breakeven $4.92 $4.43 $4.02

Ownership Cost Breakeven $3.29 $2.96 $2.69

Total Cost Breakeven $8.21 $7.39 $6.72

Price


