METHODS OF CALCULATING OPERATING
COST OF AN AGRICULTURAL TRACTOR
AND ITS EQUIPMENT

By S. B. GUPTA, Chief Engineer, and D. A. KUMARAGE,
Chief Accountant :
(Department of Agriculture, Ceylon)

IN arriving at an accurate evaluation of the cost of working an
agricultural tractor and its- ancillary equipment and in maintaining
them in sound mechanical condition during the period of their working
life, several factors have to be taken into account. In this article, an
attempt is made to indicate the; elements of cost that should be
examined in such a computation.

All ;tems of direct and indirect expenses that make up the operating
cost of an agricultural tractor and its equipment are’ set. out in the
following pagee . :

For the purpose -of this article only one item of operation has been
considered, viz., disc ploughing by tractor. Any other operatlon may
be treated in the manner discussed. 2

It has to be mentioned that, unlike in the case of a private individual
who operates one or two tractors on hire, where a large organization
maintains a fleet of tractors. there is bound to be substantial overhead
expenditure involved in the general establishment but we have not
attempted in this article to evaluate such overheads. They will vary
with the size of the organization and, indeed, are not material to the
discussion in this article as they are best treated under “ manage-
ment expenses” of the undertaking.

The authors also wish to state that in regard to certain items of
expenses, e.g., indirect labour, indirect materials and lost time some
generalization is made as it would be somewhat difficult to arrive at
~exact costs in such cases. But if it is remembered that costihg can
- never be an exactly accurate computation under any circumstances,
the data furnished will suffice to serve as an indication to those
concerned with operating agricultural tractors of how the cost of
running their machines is made up. :
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(A). TRACTOR.

The greatest single factor affecting the cost of operation of a tractor
is the amount of hours of use per year. The total cost, on no loss
no profit basis, is made up of two major items, viz :—

1. Fixed costs These include :

(a) Depreciation and obsolescence.
(b) Interest on investment.
(¢) Housing.

(d) Taxes.

(e) Insurauace.

2. Running costs. These include :

(a) Direct labour.

(b) Indirect labour.
(¢) Direct materials.
(d) Indirect materials.
(e) Lost time.

(f) Repair costs.

(B). EQUIPMENT.
In the case of equipment the total operating cost is made up of :

(a) Depreciation.

(b) Interest on investment.
(c) Housing

(d) Taxes.

(e) Insurance.

(f) Repair cost.
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