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Economics of Animal ID

Increased revenue
(decreased costs)

vs.

Increased costs
(decreased revenue)
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• The increased revenue associated with 
animal identification is very difficult to 
quantify – estimated returns to 
preconditioning calves for cow-calf 
producer of $12-$15/head.

• Estimating costs is a little easier and 
this allows a producer to determine 
“what is needed” to breakeven.

Hardware Selection
Choice of hardware will depend upon …

• Intended activity
– Alley way to trucks, sale ring, etc.
– Chuteside

• Volume
– Number of head per year
– Throughput (processing capacity)

• Labor
– Availability (quantity)
– Skill level (quality)

Increased costs…
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Estimating the Cost of RFID
• The cost of implementing an RFID system will 

depend on the level of complexity 
(completeness of the system) that is desired, 
which will be a function of your objective(s).

• Objectives:
– Compliance (assuming mandatory program)

• Minimal amount of data are required
– Compliance + Management

• Data Analysis Decision-making

Increased costs…

Estimating the Cost of RFID

• Discussion and approach of 
cost estimation is going to 
follow the method outlined in 
A Guide for Electronic 
Identification of Cattle.

• Approach is incorporated 
into RFID costs.xls
spreadsheet.
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Economic principles …

• Variable vs. fixed costs
– Technology will not be scale neutral

• Multiyear investments vs. annual purchases
– Annual costs are relevant (dep & int)

• Allocating/prorating costs to RFID system

• Pre-tax vs. after-tax analysis

Variable vs. fixed costs …
• Variable costs are those costs that are directly 

related to number of head in the herd (e.g., eID
tag, possibly data analysis).

• Fixed costs are those costs associated with the 
various components (e.g., hardware, software, 
management, etc) that are constant regardless 
of the number of animals.
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Fixed vs. variable costs …

• Variable costs will generally be relatively 
consistent across operations (with the 
exception of volume discounts that may be 
available).

• Fixed costs often vary considerably between 
operations due to economies of size that exist 
(i.e., spreading fixed costs over most units).

Multi-year investments vs. 
annual purchases …
• Some components of RFID system will have a 

useful life of more than one year (e.g., reader, 
data accumulator, eID tag for cows).

• Some components of an RFID system 
represent annual purchases (e.g., eID tag for 
calves, subscriptions, internet access).

• When considering the cost of an RFID system, 
the relevant cost is the annualized cost.
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Multi-year investments vs. 
annual purchases …
• The annualized cost of multiyear investments 

is a function of the useful life of the component 
(depreciation) and the cost of money (interest).

• Depreciation reflects the cost associated with 
the equipment wearing out (either physically or 
due to obsolescence).

• Interest reflects the cost of money tied up in 
RFID components.

Allocating costs to RFID system …

• Likely some of the costs associated with an 
RFID system will not be used exclusively for 
RFID.  Thus, it is important to allocate costs 
accordingly.

• Percent of costs to allocate to RFID system 
will be obvious for some components (e.g., 
eID tag, reader), but less so for others (e.g., 
desktop computer, internet access, labor).
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Using RFID costs.xls …

• Excel spreadsheet that allows user to estimate 
the cost of an RFID system.

• Inputs required:
– Size of herd
– Various components considering

• Cost (per head and/or fixed amount)
• Useful life and salvage value
• Percent to allocate to RFID

– Interest rate
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Total Annual Cost of RFID System
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Total Annual Cost of RFID System
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Where can I find cost information?
• Beef Stocker USA 2004 Survey of the Animal 

Identification Industry (varying levels of 
information from 37 companies –
www.beefstockerusa.org).

• Web searches (e.g., www.google.com), 
service providers, input suppliers, and 
commodity organizations.

• Rapidly developing market so keep in mind 
that information becomes dated quickly.

Can You Justify an RFID System?
• If ID becomes mandatory, the answer for most 

producers will be YES.

• However, the type of RFID system used will 
depend on the goals and objectives of the 
producer and his/her record-keeping ability.

• Whether or not an RFID system that exceeds 
the minimum required for compliance can be 
justified will depend on how data will be used.
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Alternative Considerations…
• Do the minimum required by law myself
• Hire somebody to make sure I’m in compliance
• Develop a “compliance plus” system for 

collecting, analyzing, and storing data
– Do everything myself (i.e., in-house)
– Do several parts in-house and contract out for others
– Hire somebody for most all aspects of RFID system

• Bottom line, there will be service providers willing 
to do as much or little as desired (for a fee).

Alternative Considerations…
• Producers will have choices!

• RFID systems will range from 
the simple to the complex.
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Summary…
• RFID systems do require capital outlay and 

increase operating costs.

• If this technology is used only for compliance 
purposes, the beef industry most likely will lose 
market share and be worse off.

• If this technology is used to lower the relative cost 
of production of beef through better 
management, the beef industry will benefit.

• EOS associated with this technology will provide 
opportunities/challenges for Extension

Questions ??? 

Kevin C. Dhuyvetter
785-532-3527
kcd@ksu.eduwww.agmanager.info


