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Cost-Return Projections Net return on investment is the percentage return on

The cost-return projection estimates the cost of produc- investment. This measure enables comparisons to be made

ing dryland sorghum silage in central Kansas. Its purpose is between other enterprises as well as other investment alter-
to provide estimated costs and returns for forward farm natives. Asset turnover is the percentage of investment
planning. Production costs for individual farmers will vary ~recovered by total returns. Inverting this measure allows
considerably due to the amounts of fertilizer and chemicals different enterprises to be compared on the basis of capital
applied, the type and amount of farm machinery owned, and required to generate a dollar of gross income.

land costs.

Yield Levels
Cost perton and netreturns in crop production are highly T4pie 1. Factors Used for Cost-Return Budget
dependent on yields. The following estimated budget in-
cludes three different yield levels. Yield levels vary for a Yield Level (ton)
number of reasons such as soil type/land quality, weather, Item 11 13 15
input levels, and management. The three yield levels in-
cluded in this estimated budget reflect yield variability due
to input levels and management as opposed to land quality

Fertilizer:
N (Anhy.) 40 40 50 $0.19/Ib

since land values are held constant. Budgeting at multiple N (Dry) 10 10 10 $0.29/b
yield levels can help producers examine the financial risk of P 25 25 25 $0.27/1b
a crop enterprise that is directly related to production risk. K 0 0 0 $0.13/Ib
Lime 500 500 500 $0.01/Ib

Variable and Fixed Costs Seed, Ibs 3.00 3.00 3.00

Variable costs are costs that vary with level of produc- Seed price, $/lb $1.00 $1.00 $1.00
tion such as fertilizer, repairs, and fuel-oil. Labor require- Labor Hours 4.90 4.90 4.90
ments include time for management and marketing, whether [abor Price/Hour $9.00
operator or hired labor. Interest on variable costs is esti- _gnd Value/Acre $630.00
][nattﬁd by using one-half of the accumulated variable costs | gnd Interest Rate 6.00%
or the year. ;

Fixed costs do not vary by level of production, and are Mach!nery Ir}vestment $235.00
. . : achinery Life 10 yrs
incurred by virtue of owning assets such as land and Sal | 35.00%
machinery. If the land is rented, use line 17 in lieu of lines alvage value ) OI70
15 and 16. Interest Rate on Machinery 10.00%

Machinery investment was estimated for an average size Insurance Rate on Machinery 0.25%
farm to meet tillage, planting, and harvest requirements. Interest on Variable Costs 10.00%

Interest on machinery was estimated on one-half of the
original cost plus salvage value of machinery.

Profit and Return Factors
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COST-RETURN PROJECTION—DRYLAND SORGHUM SILAGE—CENTRAL KANSAS

Yield Level (ton)

Your
11 13 15 Farm
VARIABLE COSTS PER ACRE:
1. Labor (4.9 hrx $9.00 per hr)- oo eeeennniiin, $44.10 $44.10 $44.10
2. Seed (3.0 1b8 $1.00 per [b)- - erererreremerrrininans 3.00 3.00 3.00
3. Herbicide and Insecticide: -+ eeeeeeeiiiiiniiiiiiiii, 14.41 25.16 25.16
4. Fertilizer and LimeE: -« -cceeeererriiiiiiiiiiiiii, 19.75 19.75 21.65
5. Fuel and Oil--cceeeremmm 11.85 12.10 12.35
. < essnereeeeeeeeeeeeeaeaaaaaahba—eeeeeeaeaeeaeaaanbabbaaeeeeaaaeeeeaaaannrne
7. Machinery & Equipment Repais -« ««rrreeererinnnnnns 20.70 20.70 20.70
< ST PP PP PPPRRPPPPPTPIN
0. Crop JNSUIANCE -+ e rrrrrrrnerrnrrtrainis i,
10. Drymg ........................................................................
11. CUStOM Hir@ cvoveeermii i
12. Crop Consumng .......................................................
13. MiSCEIANEOUS -+ rrrerrrrrrrrrririrririiirii e, 5.00 5.00 5.00
14. Interest oi/2 Variable Costs @ 10%:--««««xxereereeeees 5.94 6.49 6.60
A. TOTAL VARIABLE COSTS - eeerrrrrrrrerneesninineeee $124.75 $136.30 $138.56
FIXED COSTS PER ACRE:
15. Real EState TaX@S - - rrereererrariermimiiiiiiiiiiiiiaiaieaaaaas $3.15 $3.15 $3.15
16. Interest on Land ($630/AB%) ----vvoververvenenininnns 37.80 37.80 37.80
17. Rent for Rented Lan@h - - -cveererrrmrmriririrnnnnan,
18. Depreciation on Crop Machingry:-----coeeeeeeereeenn 15.28 15.28 15.28
19. Interest on Crop Machingn@ 10%-«--«-veesersveeeens 15.86 15.86 15.86
D0 ceeteeeeeeteaeeeherreeeeeteaaeeaaaaaaabeb——aeaaeaaaaae e e bbb raraaaaaaaaaaaan
L. eetteeee et edeeeeeeeeeae e e e ————— et aeeaaa e e e e aabbraaraaaaaaaaaaaan
22. Insurance on Machinery @ .2596---eeeeereennnnnn, 0.59 0.59 0.59
B. TOTAL FIXED COSTS tteeeeeersrrrrrrrrmerreeeesesmmmmrrnnnreeees $72.68 $72.68 $72.68
C. TOTAL COSTS (A + B)eroerrerreriniiniiiiiins $197.43 $208.98 $211.23
D. YIELD PER ACRE:  t+tttttttttttniaiiinieiniinniirineraissnnens 11 13 15
E. PRICE PER TON:- - eeeeeeteeteaeaatammuuturmeeetaaaaaaaaaaansnseeseeees $20.00 $20.00 $20.00
F. NET GOVERNMENT PAYMENT: et sesesrrrrereerereeeaaans
G. RETURNS PER ACRE (B E) + Ff-rooeroeeimnieinenn, $220.00 $260.00 $300.00
H. RETURNS OVER VARIABLE COSTS (G-Ay)--eeeeees $95.25 $123.70 $161.44
I. RETURNS OVER TOTAL COSTS (G-C)rrrrrrrrrrreeesn $22.57 $51.02 $88.77
J. VARIABLE COSTS PER TON (A D) -eeeeeerreeeenennnnen $11.34 $10.48 $9.24
K. FIXED COSTS PER TON (B D) «++ererrrreerrrrmnnennnnnnnns $6.61 $5.59 $4.85
L. TOTAL COSTS PER TON (G D) eerrrrrrrrrrreeennnnnnnes $17.95 $16.08 $14.08
M. ASSET TURNOVER (G- INVESTMENT)? -+eeeveveeen 25.43% 30.06% 34.68%
N. NET RETURN ON INVESTMENT
((1414+16+19)+ INVESTMENT)? -ooveversenininninninnns 9.50% 12.85% 17.23%

tAssumes interest rate shown in Table 1.
2Assumes one-half the (original cost plus salvage value) at the interest rate shown in Table 1.
3Net government payment equals yield per acre (D) times expected deficiency payment minus prorated cost of set-aside acres. Based on 15%
flex acres and 5% ARP. The price used was a five-year average price. The twelve month national average price for the crop year. The 1995
farm program may have major changes.

‘Investment equals total value of all fixed assets shown in Table 1.
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