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Cost-Return Projections ery was calculated on one-half the average investment [(initial
Cost-return projections provide estimated costs andinvestment + salvage valu€)]. Land costs are based on
returns for forward farm planning. They are crop and owned land. If the land is cash rented, the cost of rent per acre
region-of-Kansas specific. Production costs for individual Should be listed on line 18 and no taxes or interest shown on

farmers will vary considerably due to the amounts of lines 16 a_nd 17. I_f land is rented on a cropshare basis, rent is
fertilizer and chemicals applied, the type and amount of reflected in the yield.
farm machinery owned, and land costs.
Profit and Return Factors

Yield Level Net return on investment is the percentage return on invest-

Cost per bushel and net returns in crop production arement. This measure enables comparisons to be made among
highly dependent on yields. The following estimated bud- Other enterprises and investment alternatives. If the land market
get includes three different yield levels. The three yield isefficient, the return oninvestmentfor land of varying qualities
levels are intended to represent expected yields of varyingShould be approximately equal. Ifthe return oninvestment from
land quality for a given level of management. Land values, lower quality land is low relative to the returns on investment
government payments, and various inputs vary as yieldfrom land of higher quality, it is a signal that the land is
levels vary. Crop insurance was not included in the budgetoverpriced relative to better quality land.
as an input expense because yields reflect an average of all
years (good and bad). If crop insurance is included as an Table 1. Factors Used for Cost-Return Budget
input expense, then an expected value for indemnity pay-

ments should be included in the returns section. Histori- Yield Level (bu)
cally, MPCI indemnity payments have exceeded premi- ltem 65 80 95
ums due to government subsidies. Fertilizer:
N (Anhy.) 58 68 78 $0.17/Ib

Variable and Fixed Costs N (Dry) 12 12 12 $0.31/Ib

Table 1 shows some of the assumptions used to develop p 30 30 30 $0.28/Ib
this budget. Note the lime amountassumesthat 1tonof ECC 20 20 20 $0.13/Ib
is applied every 4 years. See MF-98@st-Return Budgets Lime 500 500 500 $0.005/Ib
— Nonirrigated Cropsfor herbicide and insecticide usage. Seed. Ibs 45 45 45

Variable costs, such as labor, fertilizer, repairs, and
fuel-oil, are costs that vary with the level of production.
Labor requirements include time for management an

Seed price, $/lb $1.05 $1.05 $1.05
d Labor hours 2.05 2.15 2.25

marketing, whether operator or hired labor. Interest on Labor price/hour $10.80
variable costs is estimated by using one-half of the accu-Land value/acre $500  $625  $750
mulated variable costs for the year. Land interest rate 6.00%
Fixed costs do not vary with the level of production and Land real estate tax rate 0.50%
are incurred by virtue of owning assets such as land andviachinery investment $250
machinery. Machinery investment was estimated for an Machinery life 10 yrs
average-sized farm to meet tillage, planting, and harvestgg|yage value 35.00%
requirements. Salva_gg .vallue of machinery was assumeq t9nterest rate on machinery 10.00%
be 35 percent of the initial investment. Interest on machin- Insurance rate on machinery 0.25%
Interest on variable costs 10.00%

Crops 12 — Revised October 1997



This file is for historical purposes only and may not reflect current practices. For current recommendations, contact K-State Research and Extension.

COST-RETURN PROJECTION — GRAIN SORGHUM — SOUTHEAST KANSAS

Yield Level (bu) Your
65 80 95 Farm
VARIABLE COSTS PER ACRE:
L. LAIO - ++reerrreeesnreeeirreesiseeessseesnssessseeesnssesanseeesnsneesnsnes $ 22.14 $ 2322 $ 24.30
Y=Y =Y N U OO TP PRI 4.73 4.73 4.73
3. HerbiCide: - oo 9.84 20.30 20.30
4. INSECHICIHE - rrrrrrrarrarrrrrrirrrrri i rrasaaaans
5. Fertilizer and LimeE: -« cceeerermrmriiririininnnnanna, 27.08 28.78 30.48
6. FUEI AN Oilrrrreeeerrrmreeeiiiiie e eeiiee e eiee e e eeree e e e 6.50 6.80 7.10
2T TP UPUTRPTRPIN
8. Machinery and Equipment Repars -« eruveeeen 13.50 14.20 14.90
L e
10. Crop INSUIANCE -+ rvrrrrrrrarrrntrrineiinai i,
1L, DIYINGeseeeereereesmsetiersrtsis 6.50 8.00 9.50
12. Custom Hir@: - oovoeveiiiiiiiiii
13. Crop Consumng .......................................................
14. MIiSCEIANEOUS -++-r-rrererarremnririiiiriiiiii e, 5.25 5.25 5.25
15. Interest o/2Variable COStS: wwrrrrerrrrrimiiiiiiiiinnnn, 4.78 5.56 5.83
A. TOTAL VARIABLE COSTS rerrrsrrrssssrssssssssssnsnens $100.31 $ 116.84 $ 122.38
FIXED COSTS PER ACRE:
16. Real EState TaX@S: - rrerrererrarimmimiiiiiiiiiiiiiaiaiianaaas 2.50 3.13 3.75
17 Interest on Lar?d ............................................................................... 30.00 37.50 45.00
18. Rent for Rented Lan@: «--«crereeierririminiiiiiia,
19. Depreciation on Crop Machingry:-----cccoeeereereeeen 16.25 16.25 16.25
20. Interest on Crop Machingry s 16.88 16.88 16.88
DL ettt e e e e e e e e e e e e e e e e e a—— e e e e e abaeaeeaaareas
D e e e e e aae e raaearae s
23. lnsurance on Machinery ......................................... 0.63 0.63 0.63
B. TOTAL FIXED COSTS  tteeeereirirmrrnririiieieeennsnninnnseeens $ 66.25 $ 7438 $ 8250
C. TOTAL COSTS (A + B)rerrrrrrrrrrmmmmiiiinniiiiiiis $166.56 $ 191.21 $ 204.88
D. YIELD PER ACRE:-++eteeeeettrreeeiaiiireeeeeiieeeesesieraesssisenaens 65 80 95
E. PRICE PER BUSHEL - reeererreemeniineiiesinieineesesssississssesesesenseenes $ 2.24 $ 224 $ 224
F. NET GOVERNMENT PAYMENT - oeeeeeeeommremeeeeeissssreeeeennns $ 7.54 $ 820 $ 8.86
G. INDEMNITY PAYMENTS - eeeeeeerrrreeeeiiirrereesiirneeesannnnns $ $ $
H. MISCELLANEOUS INCOME: ++--streeeeeimrrreeesiiireraessnns $ $ $
I. RETURNS PER ACRE [(XE) + F + G + H}reveeeeeens $153.14  $ 18740 $ 221.66
J. RETURNS OVER VARIABLE COSTS (I — A)--eeeeee $52.83 $ 70.56 $ 99.27
K. RETURNS OVER TOTAL COSTS (I = G)---eeeveeeeenne $-13.42 $ -3.81 $ 16.77
L. VARIABLE COSTS PER BUSHEL (A D) -errereseeene. $ 154 $ 146 $ 1.29
M. TOTAL COSTS PER BUSHEL (€ D) +++vevseeesersseesnees $ 2.56 $ 239 $ 216
N. NET RETURN ON INVESTMENT
[(K+15+17+20)% INVESTMENT]S ---vevveverrrinnninens 5.10% 6.41% 8.45%

1Totals were derived using information listed in Table 1.

2Assumes interest rate shown in Table 1.

3Assumes one-half the average investment [(initial investment + salvage v&a) the interest rate shown in Table 1.

4See MF-1013 “Prices for Crop and Livestock Cost-Return Budgets and MF-2236 “Government Program Payments for Crop Cost Return
Budgets” for additional information on crop prices and program payments.

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