What are the costs of
production?
There are many costs involved in
farming: land, water, fertilizer,
seed, labor, and more. The sum of
all these inputs for a single crop in
a single growing cycle is that
crop's total cost of production.

Why is it important to
know costs?
Make better decisions. Know how
to choose the right crops,
fertilizers, planting schedule,
equipment, and post-harvest cool
chain practices to maximize profit
and minimize risk.
Stay competitive. Know the best
market price for your produce.
Monitor profit. Know whether you
are making or losing money.
Save money. Know how to spend
less by discovering where you
currently spend too much.
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How to calculate

Knowing your costs can help you…

The total cost of production is the sum
of all your costs for one growing cycle
of one crop. This includes:
• labor for field preparation, irrigation,
weeding, harvest, etc.
• seeds (or transplants)
• irrigation system
• water
• fertilizers
• packing material • organic material
• transport
• pest control

Monitor profit

Make better decisions

Your profit is the difference between
selling price and unit cost. If it costs
you 50$00 to produce a kilo of onions
but you sell them for 80$00, you earn
30$00 (80 - 50 = 30) on every kilo.

If you want to try a new crop or a new
practice, you can estimate the cost of
production — and the cost per kilo —
before you actually spend any money.
If the cost is low enough to be competitive, you know that you will probably
make a profit, and you can try the new
crop or practice with confidence. If the
estimated cost is too high, then you
know to avoid the risk.

Some inputs last longer than one
growing cycle. Divide the cost of these
inputs by the estimated number of
growing cycles they will serve. For
example, a drip irrigation system that
costs 45,000$00 to install but lasts 15
growing cycles adds just 3,000$00 to
your total cost of production (45,000/15
= 3,000).
When you have a total cost, you should
calculate the unit cost — the cost per
kilo or liter. Simply divide the total cost
by the quantity of product you will sell
after post-harvest losses (which could
be as much as 20-50% less than what
you produce).

When you finish selling your produce,
count your money and subtract your
total cost of production. The difference
is your total profit. If the profit is small
(or if you lost money), you know you
need to change something.

Stay competitive
Your unit cost of production is the
lowest price at which you can sell your
product without losing money. Use this
information to decide your selling price.
In a saturated market, you can lower
your price to compete better and still
cover your costs of production.

Example

Save money

You produce 1,200 kg of onions with a
total cost of 60,000$00 CVE and you
expect 33% post-harvest losses.

The process of calculating cost of production requires you to write down all
your costs. This alone is often useful
because it helps you think about how
you are spending your money, and
what you might be able to change in
order to spend less.

1,200 kg × 33% = 400 kg losses
1,200 kg - 400 kg = 800 kg salable
60,000$00 / 800 kg = 75$00 per kilo

