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Combine harvesting 

Hand harvesting + threshing 
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Transplanter 
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Break even analysis for owning 

and custom hiring 
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Break even area 

Cost/Ha (Owning a machine) 

Custom hiring cost/ha 
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Break even analysis for 

owning and custom hiring 
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Break even area 

Large machine 

Small machine 
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BREAKEVEN AREA/ANNUM 

TOTAL FIXED COST/ANNUM 

   MANNUAL COST/HA- VARIABLE COST/HA  

4 



Advantages of custom hiring 

If machines are available for operation, 
then custom hiring is economical for 
small and medium farms 

Timeliness of operation is important 

For large farms partial ownership and 
partial hiring may be economical  
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Machinery selection 

For selection of machinery we need 

Field capacity 

Field efficiency 

Timeliness cost 

Annual Cost of Operation 
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COST OF OPERATION 

Fixed cost 

Depreciation [D = (P – S)/L] 

Interest 

Insurance, tax and shelter (3.5 % of the purchase 
price/ annum) 

Variable cost 

Labour cost 

Fuel, oil and lubricant 

Repair and maintenance cost 
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Determination of fixed cost percentage 

Annual Depreciation 

AD = (P – S)/L = (P – 0.1P)/L = P *0.9/L 

Interest 

INT = i (P +S)/2 = i (P + 0.1P)/2 = i *0.55 *P 

Taxes, insurance and shelter 

3.5% of the purchase price = 0.035P 

Total Fixed cost (TFC) = P * 0.9/L + i*0.55P + 0.035P 

                             = P (0.9/L + i*0.55 + 0.035) 

Fixed cost % of purchase price = (TFC/P) * 100 

= 100 * (0.9/L + i*0.55 + 0.035) 
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Life & Repair and maintenance cost 
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