Technical Sheet for Solution Implementation

Understanding and Calculating
Production Costs

Thematic  area:  Socio- Reasons for Implementing the Solution

Economic Performance. ) . . . .
Knowing your production costs is essential for making informed

Priority How can farm decisions and ensuring the economic profitability of the farm.

profitability be improved? It allows farmers to evaluate their performance and identify
opportunities to optimize their operations.

Need: Cost control: How to

pool agricultural equipment?; .. . .

How to reduce energy Description of Solution Strategies

Conzum,ptio"?? Ho‘é‘f to control - Apalyzing all expenditure items provides a clear understanding

production “costs?; How 10 ¢ the cost price of each product and allows comparison with

avoid food waste?; How to . . . .

. : . ; actual selling prices. This creates transparency in how the farm

limit the impact of inflation on . . .
operates, helps identify profitable and less profitable activities,

operations?; What solutions . .. .
top fight the increase in and supports both strategic and day-to-day decision-making.

production costs (food, labor

and fuel in particu[ar)? Why Cost Analysis Matters:
« Athorough cost analysis enables farmers to:
Solution EU number: PRO-04. + Identify strengths and weaknesses in the production
system.
Content of the solution: - Streamline processes and rationalize costs.
Production cost calculation - Evaluate financial performance.
provides a structured

« Strengthen long-term resilience.
« Assess the economic viability of diversification or new
activities.

framework for identifying,
categorizing, and analyzing all
costs and income associated

with equine farm activities, .
enabling informed planning, Types of Expenses on Equine Farms:

pricing, and management * Operating expenses: feed, veterinary costs, farrier services,
decisions. bedding, energy, small equipment.

« Structural expenses (fixed costs): salaries, insurance,
management fees, building and equipment maintenance,
depreciation.

« Supplementary expenses: remuneration of the farmer, land
ownership, equity capital, opportunity costs.
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Farm Income Depending on Activity:
« Income varies by activity:
« Breeding (unit: horse/foal).
- Riding school services (teaching hours).
Boarding (daily boarding rate).
Training and horse development.
Meat or milk production.
- Additional services (agri-tourism, therapy, etc.).
« To obtain meaningful results, the farm should take a holistic approach, considering all
activities—especially in diversified systems—and including farmer remuneration in cost
structures.

Ex Post and Ex Ante Calculations: A complete planning approach requires both:
- Ex post calculations (based on past data):
« Financial accounts (income statement, balance sheet).
« Unit cost calculations per product or service.
Ex ante calculations (future-oriented):
Gross margin/enterprise budgets.
Sensitivity analyses (price changes, policy shifts, technology investments).

Financial support or subsidies may be available to assist with production planning and
advisory services.

For example, in Finland during the CAP period 2023-2027, each farm is entitled to €10,000
Neuvo-funding, which covers advisory and extension services, including financial advice
integrated into the system.Such programs canreduce the economicburden ofimplementing
production cost calculations and improve uptake among farmers.
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Implementation Steps

1. Identify operating expenses (variable costs).
2. Identify operating income (per activity).
3. Define farm activities (breeding, teaching, boarding, hay production, etc.).
4. Define the objective and the specific product/activity you want to analyse.
5. Calculate the production cost for each activity.
« Unit Cost Calculation:
- Determine the cost of producing one specific unit (e.g. one foal, one riding
lesson, one hectare of hay).
Formula: Unit cost = Total costs attributed to the activity + Number of units
produced (see the link to excel file in the “Additional resources” section
hereunder).
« Gross Margin Calculation:
« Prepare gross margins for all relevant farm products or activities:
+ Horse breeding (gross margins per animal).
Hay or pasture production per hectare.
Dairy production per head.
Training or service units.
These tools support planning, comparison of activities, and decision-making.
« Analysis and Sensitivity Checks:
« Interpret the results and perform “What if...?"” analyses, for example: What if
feed prices increase?
What if selling prices decrease?
What if policies or subsidies change?
What if new technologies improve efficiency?

This step helps evaluate risks and strengthen future planning.
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How Will this Solution Impact the Performance of your Farm?

Traffic light
explanation

Socioeconomics: Thissolutionwill supportthe social performance of the farm because
calculating production costs improves transparency, professionalism, and decision-
making capacity. By providing a clear understanding of how the farm operates, it
facilitates informed action and strengthens communication with partners, clients,
and financial institutions. This structured approach enhances the farm’s credibility
and supports a more professional image, even if its effects on social outreach remain
indirect.

This solution will support the economic performance of the farm because it enables
the identification of cost drivers, supports better management, and helps determine
realistic pricing and investment capacity. By knowing where financial weaknesses or
inefficiencies lie, farmers can focus efforts on improving performance and planning
future investments. Although experts note that calculating costs alone does not
generate immediate economic gains, it is a necessary first step that underpins
effective decision-making and long-term economic improvement when followed by
concrete management actions.

Health & Welfare: This solution will not influence the health performance of the

farm because health problems may occur independently from the economic state of
the farm. However, an economically well-managed farm may be better prepared to

prevent and deal with health issues.
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This solution will support the welfare performance of the farm because a well-
managed farm may have a special budget for welfare-friendly investments in
facilities and staff training. With this approach, the 3Fs maintenance criteria, and,
consequently, the positive mental state of animals can be fulfilled. It has to be
noticed that good economic business may not translate directly to an appropriate
approach to equine wellbeing, but with proper knowledge, welfare performance
would be more successful in farms with a higher, rational budget.

Environmental sustainability: This solution will not have effect on the environmental
performance of the farm because although the toolis usefuland should be developed,
but it has no direct effect on the environmental performance. However, when the
economics is on a sound basis, there is possibilities to take good care also about
environmental aspects and make required investments. In addition, knowing the
cost of farm’s water consumption can lead to a reduction and/or savings, or at least
to a rethinking of it. This solution will support on the land access or management
performance of the farm because knowing operating costs often leads to food self-
sufficiency in roughage production. It also makes it possible to exchange ideas with
other farmers and compare results.

How Will this Solution Impact the Resilience of your Farm?
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Socioeconomics: This solution will support social performance of the farm facing
external challenges assessed because calculating production costs strengthens
transparency, professionalism, and managerial clarity, which are essential in times
of uncertainty. By providing clear and concrete figures, it improves communication
with banks, partners, and advisors, facilitates negotiations (e.g. credit deferrals or
adjustments), and supports informed decision-making. Although its social effects
are indirect and depend on subsequent actions, this structured approach enhances
confidence, trust, and the farm'’s capacity to respond coherently to external pressures.

This solution will support economic performance of the farm facing external
challenges assessed because it enables anticipation, reactivity, and scenario
simulation in situations such as inflation, pandemics, welfare regulation changes,
disease outbreaks, extreme weather events, or land constraints. Knowing production
and operating costs allows farmers to adjust prices, optimize savings, simulate
additional expenses (veterinary, infrastructure, feed), and plan investments or loan
applications with solid evidence. While experts underline that the tool itself does
not generate direct economic gains, it significantly reinforces economic resilience
by providing the analytical basis needed to implement effective corrective measures
when challenges arise.

Health & Welfare: This solution will not impact farm health performance, as it does
not directly reduce pain, mortality, and the need for medication when the farm
experiences different external pressures. However, it can be potentially helpful
because, if the farm has more rational economic approach, the fund for health issues
and biosecurity of animals can be foreseen in the budget and adjusted respectively
in response to external challenges.

However, this solution may support the farm’s welfare performance, specifically
good maintenance and a positive emotional state, when facing external challenges.
An adjusted approach to the welfare needs of equines, supported by a well-
managed budget, can help the farm respond effectively to potential challenges while
maintaining a positive emotional state. Greater financial resources may also provide
farm owners with increased flexibility to adapt or modify equine environments and
handling practices in order to improve the 3Fs criteria despite external pressures.

Environmental sustainability: This solution will not impact environmental
performance of the farm facing external challenges assessed because there is no
direct effect on environmental sustainability. When the economic basis of the farm
is sound, the owner has a chance to take care and investment in various required
actions.

This solution will not impact land access or management performance of the farm
facing external challenges assessed because there is no direct effect on land access
or management. However, by it is a possibility of simulating additional costs caused
by challenges. This solution can help farmers to react quickly if they can estimate
costs in advance.
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How can this solution help your farm to face specific external challenges to be more
resilient?

Inflation & Social Crises: Social challenge: This solution will not impact the global
performance of the farm facing pandemics because calculating production costs is
an internal management tool that does not directly influence social interactions,
labour organization, or service continuity under health restrictions. Its effects remain
mainly analytical and do not significantly alter the farm’s social functioning during
pandemics.

Economic challenge: This solution will support the global performance of the farm
facing inflation because it improves financial visibility, anticipation, and reactivity by
enabling cost re-evaluation, scenario simulation, and informed decision-making. By
knowing its production costs, the farm can adjust prices, optimize savings, and plan
investments or negotiations, thereby strengthening economic resilience to rising
input prices.

Welfare & Diseases: HHealth challenge: this solution may not support the global
performance of the farm across all three areas when faced with an infectious
disease challenge. Although equines on wealthier farms may generally be healthier,
socioeconomic and environmental priorities may be insufficiently addressed during
a sudden infectious disease outbreak. However, disease management may be
facilitated through investment in veterinary care and necessary resources, provided

the farm has a budget that anticipates such events.
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Welfare challenge: this solution will also not support the global performance of the
farm facing high welfare standards legislation. Although the solution may have a
potential positive effect on 3Fs and the emotional state, thanks to investments in
appropriate feeding and housing, it may not outweigh the problems related to other
areas (socioeconomic or environmental) that may arise when increased welfare
standards become compulsory.

Climate Change & Access to Land: Environmental challenge: this solution will
not impact the global performance of the farm facing abnormally high or low
temperatures, drought, excessive raining, windstorms and/or flood because there is
no direct impact. However, this solution helps to keep on track about the financial
situation and decide on most efficient ways to save money. When the economic basis
of the farm is sound, the owner has a chance to take care and investment in various
required actions. Possibility of simulating additional costs (e.g. for infrastructure
repairs or adaptations).

Land access/management challenge: this solution will not impact the global
performance of the farm facing loss or limited access to agricultural land because
there is no direct impact. However, it gives a possibility for simulating additional
costs. It helps farmers to react quickly if they can estimate costs in advance.
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Cost-benefit Analysis

Costs

Socioeconomics:

Time required for data collection,
calculation, and analysis.

Possible need for external consultancy
(additional expenses).

Requires willingness to question one’s
own practices and routines.

May lead to <changes in work
organisationorworkforceadjustments.
Frustration due to administrative
workload or poorly integrated
bookkeeping systems.

Requirement for basic economic and
management skills; time needed for
training.

Low adoption in practice despite
training, often due to “lack of time” or
scepticism towards estimates.

Limited comparability between
farms due to unique combinations of
resources and production systems.

Health & Welfare:

Risk of implementing cost-saving
measures in the wrong areas (e.g.
cutting feed or care), negatively
affecting equine welfare or customer
satisfaction.

Requires careful documentation of
animal-related costs.

Indirect risk that economic pressure
may compromise welfare-related
decisions.

and Calculating

Benefits

Correct  cost calculation and
appropriate pricing increase income
and business stability.

Improved farm management and more
informed decision-making.

Better ability to anticipate risks and
buffer economic shocks.

Strengthens the attractiveness of
rural areas through successful equine
businesses.

Enables transparent communication
of prices to customers.

Sensitivity analyses support robust
planning and scenario evaluation.
Possibility to benchmark results
through advisory services or systems.
Tools are simple, widely used, and
taught in most agricultural schools
and colleges.

Economically stable farms are better
able to invest in equine health and
welfare.

Improved farmer well-being and
organisation positively affect the well-
being of equids.

Review and optimisation of feeding
practices (often leading to increased
forage provision).

Fair and realistic pricing prevents
underfunding that might otherwise
result in reduced welfare standards.
Transparent cost structures support
sustainable, welfare-oriented
management.
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Costs

Environmental Sustainability:

Economic pressure may lead to
reduced environmental engagement.
Lack of direct environmental
evaluation within cost calculation
tools.

Risk of  prioritising  short-term
economic outcomes over long-term
sustainability.

Cooperation between farms:

Cost calculations are typically carried
out at the level of the individual farm
or activity.

Differencesintools, methods, and farm
setups may hinder direct comparison.
Additional coordination effort if
multiple farms want to analyse results
jointly.

and Calculating

Benefits

Economically sound farms have more
capacity to invest in environmental
protection and sustainable practices.
Production cost calculation acts as a
decision-making tool that can support
resource-efficient planning.

Helps identify opportunities to reduce
waste and optimise resource use (e.g.
feed, energy, land).

Facilitates long-term sustainability-
oriented management.

Exchange of experienceand knowledge
between farms.

Benchmarking  opportunities  to
understand one's performance in
context.

Identification of economically
beneficial cooperation models (e.g.
shared machinery, joint forage
production).

Strengthens problem-solving through
collaborative approaches.

Makes the economic benefits of inter-
farm cooperation more visible.
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Case study
Tool 1: Agriperform

AgriPerform is an analysis tool developed by Agroscope to measure the performance of individual
branches of farming in terms of income. The programme enables data from simple financial
accounting to be processed. After entering revenues and costs, not only are income figures visible
for each branch of the business, but also the allocated overheads (machinery, buildings, labour,
other) with the corresponding percentages for each branch. It is also possible to make corrections
here if the programme has not adequately captured specific business situations.

The reference data in the background of the programme is not only used for overhead allocation.
The practical operation can be compared with a suitable reference group both for the entire
operation and for selected branches of operation (based on the average of several anonymised
operations). Graphical representations show the strengths and weaknesses of the branch
of operation in comparison to the reference group - the farm manager thus knows where the
operation stands in economic terms.

Agriperform - Information About your Own Farm Thanks to an Excel File. Here are a Few Examples:
« Land: arable farming, special crops.
« Animals: dairy farming, beef cattle fattening, other roughage consumers (including horses),
processing (pigs, poultry, etc.).
+ Agricultural services.
Direct payments.
« Labour.

Support Service for AgriPerform:

Fill in the Excel spreadsheet with your data as far as possible and highlight any questionable
areas in colour.

Send the file to Christian Gazzarin, AgriPerform contact person at Agroscope, and indicate
when you can best be reached by telephone (provide telephone number).

The file will be treated as strictly confidential and will only be viewed by a maximum of two
people. The file will be used internally for the sole purpose of improving the programme and
for no other purposes!

« Oneofthetworesponsible personswill checkyour dataand the results and make any necessary
corrections. If necessary, you will be called on the agreed date to resolve the problem via
telephone support.

The corrected file will be sent back to you.
« Free support is currently limited to 2 hours per swiss farm per year.
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Tool 2: EQUIPILOTE €co for Equestrian Centres

EQUIPILOTE €co is a free web app that allows you to assess your own business and make a quick
initial evaluation of its situation. EQUIPILOTE €co was created by Réseau équin (Horse Network)
based on an analysis of around a hundred production costs of equestrian centres.

A Three-Part Tool:
« Information about your own business.
« Number of regular customers.
Total number of full-time employees in the facility.
« Total number of equines.
Total number of working hours of the equines.
« Total turnover from teaching activities excluding taxes and subsidies.
+ Assessment of the economic situation of the business.
« Position of the business in comparison to other similar businesses.

Key Contacts:
« Agricultural chambers, advisors, accountant
« Christian Gazzarin, christian.gazzarin@agroscope.admin.ch



http://christian.gazzarin@agroscope.admin.ch 
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Additional Resources

Link to the Excel File to Calculate Unit Cost
+  https://zenodo.org/records /20762255

Websites and Tools
+ English Language
«  https://sagit.com.au/2024-farm-gross-margin-guide/ (Australia)
+  https://businesswales.gov.wales/farmingconnect/gross-margin-calculator Wales
+  Dutch Language
« Atool for calculating production costs for boarding stables and equestrian centers, in Dutch, easly to
translate): https://www.paarden.vlaanderen/nl/themas/ondernemen-in-de-paardensector/artikel/
kostprijsanalyse-voor-maneges-en-pensionstallen).
+  Finnish Language
+  https://www.ruokavirasto.fi/tuet/maatalous/maatilojen-neuvonta/
« French Language
« Equipilote €co: The French tool for calculating production costs for equestrian centres: https://idele.fr/
detail-dossier/equipilote-eurco-une-approche-simplifiee-du-cout-de-production-en-centre-equestre
+  The Swiss tool Agriperform:
+  https://www.agroscope.admin.ch/agroscope/fr/home/themes/economie-technique/economie-
dentreprise/agriperform.html

Publications
+  Kay, R. D., Edwards, W. M., & Duffy, P. A. (2020). Farm management / Ronald D. Kay, William M. Edwards, Patricia A.
Duffy. (Ninth edition, International Student Edition.). McGraw-Hill Education

«  Zgajnar, J. (2017). Pr-Equestrian Activities And Risk Analysis At The Farm Level. https://ageconsearch.umn.edu/
record/345786/files/17_PR_Zgajnar_mé4_p8.pdf

o
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Ideas to Animate a Workshop About the Solution

« Ask an advisor/accountant/farm management consultant specialized in production planning,
accounting, or equine business management to sponsor the workshop.

« Find a model farm where the workshop can take place and where financial data can be
demonstrated in a practical context.

+  Complete the required tasks (e.g., cost identification, unit cost calculation) and let participants
work with sample data or real farm figures so they can learn to use the system hands-on.

Proposed Structure For the Workshop on Calculate your Production Costs in Equines Farms

. Introduction to “Calculate Your Production Cost”

«  What is “production cost calculation”?

« A method to identify, structure, and analyse all expenses and outputs of an equine farm.

- Key features and components: Operating costs, structural/fixed costs, supplementary
(opportunity) costs, unit costs, gross margins, ex post and ex ante calculations.

« Types of tools available: Farm management software, Excel templates, advisory-service tools,

benchmarking systems (e.g., FSDN).

=

2. Benefits of Calculate your Production Costs in Equine Farms

« Improved decision-making: clearer understanding of cost drivers and profitability.

« Cost Awareness: helps avoid underpricing and supports financially sustainable services.

« Increased Efficiency: identifies areas for optimisation in labour, feeding, or infrastructure
utilisation.

+ Better communication: transparent pricing improves client trust and satisfaction.

w

. Practical Applications on Equine Farms
Calculating unit costs for activities such as boarding, training, breeding, feed production.
Analysing gross margins for pasture, hay, or equine services.
Evaluating ex post (past) results and planning ex ante (future) scenarios.
Using the results to adjust feeding strategies, staffing, investment planning, or pricing.

4. How to Choose the Most Suitable Approach

Evaluate the needs and structure of the farm (diversified activities, scale).
Assess available data sources, bookkeeping system, and time resources.
Select tools based on ease of use, transparency, compatibility with accounting.
Consider advisory services or training for initial setup.

Compare functionalities and costs of software or templates.

. Hands-On Demonstration
Live demonstration of how to collect operating and structural costs.
Walk-through of calculating unit costs and gross margins using provided tools.
Participants practise with sample data or their own farm information.
Demonstration of how to interpret results and identify improvement potentials.

[
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6. Maintenance and Troubleshooting

« Ensuring regular data entry and accurate bookkeeping.
« Checking for inconsistencies or missing cost categories.
+ Updating assumptions (e.g., feed prices, labour costs).

« Adjusting calculations when farm activities change.

7. Case Studies and Real-World Examples

- Examples of equine farms applying cost calculation successfully.

 Discussion of improvements achieved (e.g., better pricing, more efficient feed use).
« Lessons learned: importance of accurate data and regular updates.

 Insights from farmers using these tools in daily management.

8. Cost Analysis and Return on Investment (ROI)

« Initial time investment vs. long-term financial and management gains.

« How to calculate ROI based on labour efficiency, improved pricing, and reduced waste.
+ Illustration of economic value through better cost control and planning.

« Benefits from avoiding underpricing and ensuring profitability across activities.

9. Q&A Session

« Open exchange about practical challenges, tool selection, or data management.
« Address uncertainties about accuracy, usefulness, and effort required.

« Discussion of individual farm situations.

10. Wrap-Up and Resources

« Summary of key takeaways: data quality, transparency, decision-making, and planning.

- Additional resources: advisory services, software providers, training modules, online tools.

« Information on potential discounts or available support if cooperating with service providers.




