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What are some reasons you might want to 

know your hay harvesting costs?

 Today’s machinery costs are very high. Does it pay to buy 

your own or should you have someone else do it?

 How much can you afford to pay someone else to do it?

 Is a 50/50 split of the hay a fair deal for both the custom 

operator and the grower?

 Maybe you should buy someone else’s hay and use your 

own pasture for grazing, if their hay is inexpensive.

 If you are doing custom work, you need to charge a fair 

amount that covers your operating and ownership costs. 

How do you calculate them?



What we will do today:

 Present a straight-forward tool for calculating costs 

of harvesting hay, with a local example

 Use this tool to compare hiring a custom operator 

with doing it yourself

 Calculate the break-even price for hiring a custom 

operator vs. doing it yourself



Calculating Costs for Operating Machinery



DATA NEEDS FOR DETERMINING

COSTS OF MACHINERY OPERATION

 Estimates for current value & salvage value

 Ownership period (how much longer will you use it?)

 Annual usage (miles or hours)

 Annual repair cost

 Average speed (mph & width or ac/hr)

 Fuel usage & type of fuel

 Taxes, housing, insurance, license as % of average 

investment (default values)

 Labor: rate in $/hr, multiplier



ALFALFA HAY BUDGET FOR N IDAHO, 2016

Quantity Price or Value or
Item Per Acre Unit Cost/Unit Cost/Acre

Gross Returns

Alfalfa Hay 2.50 ton $175.00 $437.50

Variable Costs

Fertilizer: $69.75

Base your rate on your soil test results. 

The following fertilizer estimates are typical:

Nitrogen 25 lb $0.59 $14.75

Phosphorus 70 lb $0.71 $49.70

Sulfur 10 lb $0.53 $5.30

Pesticides: $6.01

Rates & chemicals will depend on the pests in your crop.

Consult a certified pesticide applicator or the PNW Pest Control Management Guides.

The following cost estimates are typical:

Mustang Max 4 oz $1.50 $6.01



ALFALFA HAY BUDGET FOR N IDAHO, 2016

Machinery: $46.59

Fuel 4.85 gal $2.00 $9.70

Lubricants 1 acre $1.57 $1.57

Machinery Repairs 1 acre $14.57 $14.57

Machinery Labor 1.17 acre $17.80 $20.76

Custom & Consultants: $32.00

Custom spray 1.00 acre $8.50 $8.50

Custom Haul & Stack 2.50 ton $9.00 $22.50

Fertilizer Rental 1 acre $1.00 $1.00

Other: $14.63

Baling twine 2.50 ton $3.85 $9.63

Crop insurance 2.50 ton $2.00 $5.00

Operating Interest
1

$4.22

Total Variable Costs $173.20

Net Returns Above Variable Costs $264.30



Calculating variable costs

 These costs vary by type and amount of crop grown

 Seed

 Fertilizer

 Fuel

 Twine

 Labor 

 Repairs



Calculating fixed (ownership) costs

 Depreciation

 Interest 

(capital cost)



Simple straight-line depreciation:

Example: 2-ton truck used 100 hours per year

Current value: $40,000

Additional years of life: 15

Salvage estimate: $10,000

Formula:    Current Value - Salvage Value = Annual Value

Years of Life

Per hour:  Divide by hours per year



Annual interest on your investment:

Example: 2-ton truck used 400 hours per year

Current value: $40,000

Additional years of life: 15

Salvage estimate: $10,000

Formula:    Current Value + Salvage Value = Average Value 

2

Multiple by interest rate (5%) to get annual cost.

Divide by hours of use per year to get hourly cost.



You won’t know the actual 
depreciation cost until the end 

of the machine’s useful life! 



Excel-based calculator from TAMU & OSU:



Breakeven analysis: Custom or owner?

 Let’s compare the costs of harvesting your own hay to 
hiring a custom operator who gets half of the harvest.

 Using the 100-acre example, total costs of hay harvesting 
and hauling by the owner-operator were estimated at 
$20,056 for the 100-acre hay operation.

 If a custom operator receives half the harvest, valued at 3 
tons per acre times $120 per ton, that would be equal to 
$36,000 divided by 2, or $18,000. 

 Assuming that everything is estimated correctly, it would 
be about $2,000 cheaper to hire a custom operator!

 Note that some of the costs are non-cash costs, like 
depreciation. Nevertheless, it’s a true cost.



Breakeven analysis: Custom or owner?

 Some pretty simple algebra will let you calculate 

breakeven values for key variables as follows:

 Set custom fees based on half of the hay revenue equal to 

the owner-operator costs of harvesting hay

(price)(yield)(50%) = $20,056 

 Solve for price as follows:

(price)(300 tons)(50%) = $20,056

(price)(150 tons) = $20,056

(price) = $134 per ton

So, if the price is greater than $134, it’s more profitable to 

harvest it yourself and keep all your hay.



Breakeven analysis: Custom or owner?

 Now let’s solve for the breakeven yield.

 Set custom fees based on half of the hay revenue equal to 

the owner-operator costs of harvesting hay

(price)(yield)(50%) = $20,056 

 Solve for yield as follows:

 ($120)(yield)(50%) = $20,056

($60)(yield) = $20,056

(yield) = 334 tons (3.34 tons per acre)

So, if the yield is greater than 3.34 tons per acre, it’s more 

profitable to harvest it yourself and keep all your hay.



What about annual ownership costs?

 If you keep all your hay equipment, you will still have 

ownership costs

 They will be lower, as you aren’t using them as hard so they 

will last longer.

 Ownership costs do add up, as machinery is expensive!

 You could just compare a reduction in operating costs to 

custom harvesting charges.

 Operating costs were $13,780 in the 100-acre example. 

 Custom charge of $18,000 is $4220 higher than variable costs 

for the owner-operator.

 Breakeven values would fall to $92 per ton (breakeven price) 

or 2.3 tons per acre (breakeven yield).
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