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C

ost of production is a key piece of information
needed to make the best economic decisions when
selling animals. When calculated, the cost of produc
tion helps you to determine the minimum price you need
to get for your calves to avoid losing money. If the price
the buyer pays is less than your cost of production, you
will lose money.
The price you receive is determined by how much
buyers are willing to pay. If you are the only seller and
there are many buyers, you likely have the power to set
your price higher than your cost of production. But the
market for calves here and on the U.S. mainland gener
ally has more sellers than buyers. Sellers often must
compete with one another, giving buyers more choice
in picking which seller’s calves to buy. In this type of
market, the price that buyers are willing to pay is likely
to be closer to the seller’s cost of production.
When a seller can control a market and set the price,
it often attracts competition. Sellers with a large share
of the market should always expect new sellers to emerge
or existing sellers to become more competitive. Unfor
tunately, such “seller’s market” conditions are not often
found in Hawaii’s livestock industry today. Most cow
calf operations in Hawaii do not get a per-pound price
for calves that is significantly higher than the cost of
production. In fact, some operations may make little or
no profit. To navigate such market conditions and keep
your operation going, knowing your cost of production
becomes critically important.
Long before you have calves to sell, you need to
compare the price you are likely to be offered with your
cost of production to make sure you can cover your costs.
This way, if your costs will not be covered, you will
have time to make changes.

This publication details the information needed to
calculate cost of production for a cow-calf operation. It
also presents a calculator that runs on Microsoft Excel
and uses information you supply to figure the cost of
producing a calf. The information needed by the calcu
lator is described, and blank worksheets are provided
for making notes. You can enter your information into
the Excel calculator yourself, after you download it from
our website, or you can ask a Cooperative Extension
Service agent to assist you in entering the data. If you
do not have Excel and do not wish to purchase it, you
can use the calculator provided on our website, which
does not require Excel. The website address is
www.ctahr.hawaii.edu/paniolo, and the site also provides
contact information for CES county offices. You can also
complete the calculations yourself, using the informa
tion and formulas on the worksheets.
Identifying your costs
You will need to collect information about costs associ
ated with herd and pasture management, including pas
ture infrastructure improvement and upkeep, mainte
nance of herd health and genetics, transportation, and
marketing efforts. Most of the information can come
from your operation’s Form 1040 Schedule F for last
year. You may also need to use your financial statement,
spend some time adding up the hours spent running your
operation, or confer with other producers or suppliers.
A full year of information is needed to complete the
calculator. This guide is written as if you will be using last
year’s information. However, if it is late in the year, you
could use this year’s information and get a more up-to
date summary. We recommend that you calculate your cost
of production every year so you can track your progress.
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Two costs that are often overlooked are the cost of
your time spent working in the operation and the cost of
your investment. These two costs should be paid from
the operation’s profits. Your business will not automati
cally cover these costs unless you determine what they
are and include them in your calculations. Ordinarily,
you would not work for free or invest in a company with
out any returns. However, the cost of your time and your
investment are not costs that an accountant would rec
ognize. These costs are economic costs associated with
putting your time and money into your own business,
instead of the next-best opportunity. Unlike accountants,
economists call these costs opportunity costs and feel
that they should be included in your cost of production
estimates.
To estimate the cost of using your money in your
operation, you first need to determine how much you
have invested in the operation. You can get that infor
mation from a balance sheet prepared by your accoun
tant or estimate it yourself. You must then decide how
much your investment is expected to earn. If you were
to invest your money in a savings account rather than in
your cow-calf operation, your money would earn very
little, maybe only 2–3 percent a year. If you invest your
money in a S&P-500 stock index mutual fund, you would
have earned an average of 10.4 percent a year over the
past 40 years (J. Waggoner, “IRS tables tell you how
much you need in retirement,” The Honolulu Advertiser,
October 14, 2000). Only you can decide if you want to
earn as much investing in your own operation as you
would expect to earn from investing in someone else’s
business. You must decide what your next-best oppor
tunity is, that is, where you would invest your money if
you were not putting it into your own operation, and
then use that rate as the rate you might expect to earn.
The cost calculator will tell you if you are earning what
you wanted on your investment. If you find that you are
not making the amount you wanted, you can change the
rate and run the calculator again.
To pay yourself for your time, you will need to know
how much time you spend running the operation. If oth
ers, such as family members, also work as unpaid em
ployees, then their time should also be included. Next,
you must determine what wage rate you feel is appro
priate. In setting the wage rate, you might think about
what it would cost to hire someone to do the work that
you do, if you hired someone to replace you. The Ha
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waii Agricultural Statistics reported that in 2002 the
average wage rate for farms is $11.07 per hour.
Once you have identified your costs, you are ready
to start entering the information into the cost-of-produc
tion calculator. The next section explains how to use the
calculator.
Using the calculator
The Excel cow-calf cost of production calculator is set
up as a spreadsheet program so it can do all the calcula
tions for you. You will need to be familiar with the basic
concepts of Excel or a similar spreadsheet program in
order to use it. The first thing you should be aware of is
the difference between a worksheet and a workbook.
• Worksheet: The primary document that you use in
Excel to store and work with data. A worksheet con
sists of cells that are organized into columns and rows.
• Workbook: A workbook is used to store two or more
worksheets.
To open the calculator workbook, double-click on the
icon labeled “Cow-Calf Production Shell.xls” :

Excel will ask you to enable macros with the following
dialog box. Please click Enable Macros.
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The Cow-Calf Production Shell consists of six work
sheets that must be followed in a specific order. The six
worksheets, in order, are:
1. Ranch Information
2. Ranch Costs
3. Cow Herd Information
4. Operator Labor and Capital Investment
5. Returns
6. Cost of Production
In the next section of this publication, each
worksheet is provided, along with a line-by-line expla
nation. At the bottom of the workbook, the names of
each worksheet are labeled in consecutive order (i.e.,
Ranch Information, Ranch Costs, etc.). These worksheet
tabs help you move between the worksheets.
Some of the cells do not require that you enter in
formation, because the information is optional. The op
tional information is useful and important, but it is de
tailed, so you will have to spend more time to collect
that information. Other cells have default values, based
on previous information, and this value will appear in
the cell. If you do not want to use the default value, you
can change it. Again, more detailed information will
produced a better estimate for you.
After adding the required information to the first
worksheet, go on to the next worksheet. You can go to
the next worksheet by either (1) clicking the black ar
row at the bottom of the page or (2) single-clicking on
the worksheet tab.
Of the six worksheets, only the first four require
data from you. Worksheets five and six, titled Returns
and Cost of Production, summarize and analyze the in
formation you have submitted. Please remember that the
analysis is only as good as the information you have
entered. If you forget something or want to change some
thing, you can go back to the worksheet and change the
information. The summary information will help you
check your entries for accuracy.
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Ranch Information Worksheet
Livestock information from the beginning of
last year:
Number of cows: Enter the number of mature breeding
cows in your herd.
Average cow weight: Enter the average weight of your
mature breeding cows.
Number of breeding bulls: Enter the number of breed
ing bulls in your herd.
Number of other bulls: Enter the number of other bulls
in your herd.
Number of horses: Enter the number of horses you
owned and used in your cow-calf operation last year.
Value of horses ($/head) (optional): Enter the value of
the horses used in your operation last year.

Calf information for calves raised last year:
Steer calves

Number of steer calves marketed: Enter the number sold
last year.
Average sale weight of steer calves (lb): Enter the aver
age calf weight at point of sale.
Sale price of steer calves ($/lb): Enter the average price
you receive last year.
Steer calf return is calculated for you.
Number of steer calves retained: Enter the number you
kept as replacements last year.
Average weaning weight (lb): Enter the average weight
for the replacements you kept last year. If you retained
steer calves and you do not enter a number here, the
sale weight you entered for your steer calves will be
used.
Average value of steer calves ($/lb): Enter the average
weight for the replacement you kept last year. If you
retained steer calves and you do not enter a number
3
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here, the sale price you entered for your steer calves
will be used.
Value of retained steer calves is calculated for you.
Heifer calves

Number of heifer calves marketed: Enter the number
sold last year.
Average sale weight of heifer calves (lb): Enter the av
erage calf weight at point of sale.
Sale price of heifer calves ($/lb): Enter the average price
you receive last year.
Heifer calf return is calculated for you.
Number of heifer calves retained: Enter the number you
kept as replacements or stockers last year.
Average weaning weight (lb): Enter the average weight
for the replacement heifers you kept last year. If you
retained heifer calves and you do not enter a number
here, the sale weight you entered for your heifer calves
will be used.
Average value of heifer calf ($/lb): Enter the price at
which you could sell a calf at weaning or what it would
cost you to buy a weaned calf. If you retained heifer
calves and you do not enter a number here, the sale
price you entered for your heifer calves will be used.
Value of retained heifer calves is calculated for you.
Herd replacements
Number of cows purchased: Enter the number of breed
ing cows you purchased last year.
Cow cost ($/head): Enter the average purchase price for
one cow.
Number raised: Enter the number of heifers you raised
that joined the breeding cow herd at the beginning of
last year’s breeding cycle.
Value of raised replacement: Enter what you think one
of your replacement heifers would be worth if you
were to sell one. If you do not enter a number here,
the number value of retained heifer calves will be used
from above
Number of bulls purchased: Enter the number of bulls
you purchased last year.
Bull cost ($/head): Enter the average purchase price for
one bull
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Ranch Costs Worksheet
Land
Pasture acreage: Enter the total usable pasture acreage
in production for your operation last year.
All per-cow and per-acre calculations will be made au
tomatically for you based on the information you en
ter for herd costs.
Average forage production per acre (dry-matter basis)
(optional): Enter an estimate of the average produc
tion of forage for all the pastures in your operation
last year.

Operating costs
Pasture and feed

Pasture rent or lease: Enter your total lease cost for last
year on any leased pasture, which is found on Form
1040 Schedule F line 26b Other (land, animals, etc.).
Salt and minerals (optional): Enter how much you spent
on salt and minerals last year.
Hay or haycubes (optional): Enter how much you spent
on hay or other such products for your operation last
year.
Energy supplements (optional): Enter how much you
spent on energy supplements such as molasses,
Anapro, or Valpro last year.
Total feed costs excluding water: Enter your total feed
costs for last year, which can be found on Form 1040
Schedule F line 18, Feed purchased. If you broke this
category down using the three optional subcategories
of purchased feed, then this line should be calculated
for you.
Utilities

Water (optional): Enter how much you spent on water
just for consumption and irrigation for pasture for your
operation last year.
Other utilities (optional): Enter how much you spent last
year on phones, electricity, Internet access, and other
utility expenses.

Total utilities: Enter your total utilities costs for last year,
which is on your 1040 Schedule F line 32, Utilities.
If you broke down your utilities cost into the two sub
categories, then this line will be calculated for you.
Taxes

Property taxes on pasture land (optional): Enter your
total property tax payment for last year on fee-simple
pasture acreage.
Employee taxes (optional): Enter social security and
Medicare taxes you paid last year to match what you
are required to withhold from employees’ wages and
any federal unemployment tax paid.
Other taxes (optional): Enter other taxes you paid last
year such as personal property taxes on farm busi
ness assets
Total taxes paid: Enter the total taxes you paid last year,
which is on your 1040 Schedule F line 31, Taxes. If you
broke down your tax payment into the three optional
categories, then this line will be calculated for you.
Labor

Labor hired: Enter how much you paid last year for ranch
labor, which is on your 1040 Schedule F line 24, La
bor hired. Do not include amounts paid to yourself,
unless your operation is incorporated and you are an
employee.
Pension and profit-sharing plans: Enter how much you
spent last year for contributions to employee pension,
profit-sharing, or annuity plans, which is on your 1040
Schedule F line 25. Do not include any contributions
for you as a self-employed person.
Other employee benefits: Enter how much you spent
last year for all employee benefit programs that are
not part of a pension or profit-sharing plan, such as
accident and health plans, group-term life insurance,
and dependent-care assistance programs. This is on
your 1040 Schedule F line 17.
Total paid employee cost, excluding taxes, is calculated
for you based on your previous entries.
Fencing, water system, pasture maintenance

Chemicals: Enter the cost for all the pesticides, such as
herbicide, that you used last year, which is found on
your 1040 Schedule F line 13, Chemicals.
5
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Fertilizer and lime: Enter the cost for all fertilizer and
lime that you used last year, which is found on your
1040 Schedule F line 19, Fertilizer and lime.
Conservation expenses: Enter the cost of the soil and
water conservation measures, including leveling,
grading and terracing, drainage ditches, brush eradi
cation, and planting windbreaks. This is on your 1040
Schedule F line 14, Conservation expenses.
Seeds and plants purchased: Enter the cost of the seed
you used last year, which is on your 1040 Schedule F
line 28, Seeds and plants purchased.
Repairs and maintenance: Enter the cost of repairs and
maintenance of buildings, machinery, equipment,
fencing, and irrigation systems for last year. You can
also include the cost of inexpensive tools that have a
short life, such as shovels and rakes. This is on your
1040 Schedule F line 27, Repairs and maintenance.
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Total maintenance/improvement is calculated for you.
Other operating costs

Veterinary breeding and medicine: Enter how much you
paid last year, which is found on your 1040 Schedule
F line 33, Veterinary, breeding and medicine.
Freight and trucking: Enter the total cost for moving the
calves to market, assuming you paid a company to
provide this service, or if you rented a vehicle for this
purpose. This information is on your 1040 Schedule
F line 20, Freight and trucking.
Gasoline fuel and oil: Enter the total cost for gas, fuel,
and oil you paid last year, found on your 1040 Sched
ule F line 21, Gasoline fuel and oil. If you used the
actual expenses for your car and truck expenses on
Schedule F line 12, instead of the standard mileage
rate, then do not include the gas and oil costs for those
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expenses here. If you use the standard mileage de
duction on Schedule F line 12, you can include you
gas and oil costs here.
Car and truck expenses: Enter the actual cost of running
your vehicle(s), such as insurance, repairs, tires, and
registration fees, or the cost calculated using the stan
dard mileage rate. This is found on your 1040 Sched
ule F line 12, Car and truck expenses.
Insurance: Enter the cost of the premiums paid last year
for farm business insurance, which is found on your
1040 Schedule F line 22, Insurance.
Mortgage interest: Enter the interest for a mortgage on
real property (other than your main home) used in
your operation. This information is on your 1040
Schedule F line 23a, Mortgage.
Other interest: Enter other interest you paid on funds
borrowed for your operation last year. This informa
tion is on your 1040 Schedule F line 23b, Other.
Total interest: This line is calculated for you based on
previous information. Or, you can enter the total
amount of interest you paid on funds borrowed for
your operation.
Supplies purchased: Enter the cost of office supplies that
you bought last year, which is on your 1040 Schedule
F line 30.
Custom hire: Enter the cost of custom hire or machine
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work last year, which is on your 1040 Schedule F
line 15, Custom hire.
Rent or lease of vehicles, machinery, and equipment: Enter
the cost of vehicles, machinery, and equipment you rented
last year, which is on your 1040 Schedule F line 23b,
Rent or lease of vehicles, machinery and equipment.
Storage and warehousing: Enter the cost of any storage or
warehousing that you used last year, which is on your
1040 Schedule F line 29, Storage and warehousing.
Legal and professional fees: Enter the cost of tax ad
vice, accounting, and legal services for your opera
tion last year. This could be listed on your 1040 Sched
ule F line 34, Other expenses.
Travel, meals, and entertainment: Enter the cost of busi
ness travel and 50 percent of your business meals and
entertainment expenses for your operation last year.
This could be listed on your 1040 Schedule F line 34,
Other expenses.
Other: Enter any other costs you had for your operation
last year that you listed on your 1040 Schedule F line
34, Other expenses.
Heifer replacement cost ($/heifer/year) (optional): En
ter an estimate for the cost of raising a weaned calf to
the age of a replacement heifer. If you do not enter a
number, the information you have provided earlier
will be used to calculate this cost.
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Cow Herd Information Worksheet
Livestock sales
Cows

Bulls

Number of cull cows: Enter number of cows culled from
the herd last year.
Value of cull cows ($ per head): Enter the average price
you received for one cull cow last year.
Number of breeding cows sold: Enter the number sold
last year.
Value of breeding cows sold ($ per head): Enter the av
erage price received for breeding cows last year.
Number of breeding heifers sold: Enter the number sold
last year.
Value of animals of breeding heifers sold ($ per head):
Enter the average price received for breeding heifers
last year.

Number of cull bulls: Enter the number of bulls culled
from the herd last year.
Value of cull bulls ($ per head): Enter the average price
received for cull bulls last year.
Number of breeding bulls sold: Enter the number sold
last year.
Value of animals of breeding bulls sold ($ per head):
Enter the average price received for breeding bulls
last year.
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Income from livestock

All income will be calculated for you.
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Operator Labor and Capital Investment Worksheet
Labor
Average number of hours worked each week by you:
Enter how much, on average, you worked each week
in your operation.
Your wage rate: Enter an hourly wage rate for your un
paid labor.
Estimated annual labor contribution by rancher is cal
culated for you.
Average number of hours worked each week by others:
Enter how much others who are not paid employees,
such as your spouse or other family members, worked
on average each week in your operation.
Others wage rate: Enter an hourly wage rate for others’
unpaid labor.
Estimated annual labor contribution by family is calcu
lated for you
Capital investment and depreciation
Buildings and water system: Enter the net value of build
ings, the land the buildings are on, and the water sys
tem at the end of last year. Net value is equal to pur
chase price minus accumulated depreciation.

Pasture land pasture conservation practices, roads and
fencing: Enter the net value of pasture land and fenc
ing at the end of last year. Net value is equal to pur
chase price minus accumulated depreciation.
Machinery and equipment: Enter the net value of ma
chinery and equipment at the end of last year (net
equals purchase price minus accumulated deprecia
tion).
Livestock (optional): Enter the value of your livestock,
or this will be calculated for you based on other in
formation you have given.
Total capital investment is calculated for you.
Annual opportunity cost of capital: Enter the percent
age rate that you would like your investment to earn
in your operation
Annual estimated cost of capital is calculated for you.
Total depreciation: Enter the total depreciation you claim
for last year. Information about depreciation can be
found on your Form 4562. The lines on which you
will find the information vary depending on your situ
ation.
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Returns Worksheet
The Returns Worksheet presents breakdowns of your
costs and returns per calf, per cow per acre, and for the
herd. The cash returns differ from the economic returns
in that the economic returns the opportunity cost of la-
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bor and capital from the include the Operator Labor and
Capital Investment Worksheet. The estimated annual
labor contribution by you and other family members,
plus the estimated cost of capital, are calculated on that
worksheet.
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Cost-of-Production Worksheet
The cost-of-production worksheet details the cost of
producing a cow and the per-pound cost. The cost per

pound will vary depending on the information you have
supplied on the worksheets.
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Appendix. Cow-Calf Production Information Summary
Before making entries in the calculator, organize your
data using the information summary in this appendix.
The summary matches the data needed by the calcula
tor, line-by-line.
To fill out each line, you will need your
❑ Form 1040, Schedule F
❑ Form 4562 (used for depreciation)
❑ Balance sheet or similar statement to determine what
your operation’s assets, such as livestock, equipment
and buildings, are and what they are worth.
Please remember that the calculator uses the cost
information that you supply, and its calculations will only
be as good as the information. We have designed it based
on your Form 1040 Schedule F to make it easier for you
to find and enter the data. However, you can get your
information from any sources you choose.
If you find that including the cost of your time and/
or the cost of your investment results in losses rather
than profits, you have important information. Your op
eration is a major part of your lifestyle, so you may not
want to cost your time at the average farm wage rate of
$11.07 per hour or cost your investment at the average
return of 10 percent for a stock fund. You may feel that
your lifestyle is priceless, making the cost of your time
and investment in this lifestyle near zero. However, if
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you have an opportunity to get paid for your time, you
may find it useful to know how much your operation
can profitably pay you. The same goes for investing in
your operation. This gives you more information to help
you make your lifestyle choices.
If you prefer to work with a UH-CTAHR represen
tative to enter your summarized information in the cal
culator, be assured that your individual information will
remain confidential. We are only interested in collect
ing individual information in order to determine indus
try benchmarks. Any industry benchmarks we present
will be averaged across producers and will not reflect
any one producer’s operation. At the same time, the
benchmarks will relate to accounting costs only, not to
economic profits that include your opportunity costs.
Please share your summarized information with us so
we may provide this valuable service to the industry.
If you have any questions, please call or e-mail your
UH-CTAHR Cooperative Extension Service agent or any
of the following:
Linda J. Cox, UH-Manoa
(808) 956-7602 lcox@hawaii.edu
Glen Fukumoto, Kealakekua CES office
(808) 322-4892 gfukumot@hawaii.edu
Mark Thorne, Kamuela CES office
(808) 887-6183 thornem@hawaii.edu
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