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Because of increased planting flexibility available to Profit and Return Factors
farmers through the 1996 Federal Agricultural Improve-  prgjections of net percentage return on investment permit
ment and Reform Act and the incentive to increase prof- comparisons to be made among alternative enterprises or
itability of nonirrigated crop enterprises, many western gtherinvestments. Asset turnover is the ratio of gross revenue

Kansas crop producers are switching from traditional {5 total investment in fixed assets. This financial measure
wheat-fallow rotations to more intensive wheat-spring represents the efficiency of capital use.

crop-fallow rotations. The goal of farmers using these
more intensive rotations is to increase crop production and
income through effective soil moisture conservation and

utilization. The primary spring crops to be considered in Table 1. Factors Used for Cost-Return Budget
this rotation and their associated KSU Management Guides
are as follows: grain sorghum (MF-904), corn (MF-2150), Yield Level (bu)
oil-type sunflowers (MF-887), confectionary sunflowers Item 35 40 45
(MF-937), and cane hay (MF-997). Fertilizer:
Yield Goals N (Anhy.) 40 40 50 $0.17/Ib
. . N (Dry) 0 0 0 $0.30/Ib
Cost per bushel and net returns in crop production are 30 30 30 $0.28/1b
highly dependent on vyields. The following estimated :
budget includes three different yield levels. Yield goals ) 0 0 0 $0.13/Ib
vary for a number of reasons such as soil type or land Lime 0 0 0 $0.005/1b
quality, historical weather patterns, input levels, and Seed, Ibs 45 50 60
management. Budgeting for alternative yield goals can Seed price, $/Ib $0.20 $0.20 $0.20
help producers compare the profitability of crop enter- Labor hours 1.10 1.10 1.10
prises on farmland tracts with varying yield potentials. Labor price/hour $9.00
Multi-peril crop insurance expenses are included in western | and value/acre $525
Kansas crop budgets as a cost of managing crop production 5nd interest rate 6.00%
risk in an area prone to great yield variability. Land real estate tax 0.50%
Variable and Fixed Costs mgmgg :ir;zeStmem $11098rs
Variable costs such as fertilizer, repairs, and fuel-oil Salvage value 35.00%
are costs that may vary with the level of production. The Interest rate on machiner 1(') 00%
cost columns show the interest on the variable costs (Lines Ty V70
Insurance rate on machinery 0.25%

1 through 13) for one-half year. Fixed costs do not vary )
with level of production and are incurred by virtue of Intereston variable costs 10.00%
owning assets such as land and machinery. Land values || |and costs were computed and then multiplied by a
are not adjusted for alternative yield goals in this budget. t5ctor of 1.5 to account for fallow land.

In customizing this budget to fit your farm, attention
should be given to using land values representative of your
farm’s productive capacity.

" Investment required per crop and fallow acres.

Crops 2 — Revised October 1996



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—WHEAT (W-S-F ROTATION)—WESTERN KANSAS

Yield Level (bu) Your
35 40 45 Farm
VARIABLE COSTS PER ACRE:
I 070 | CET T TP $ 9.90 $ 990 $ 9.90
D SEE[ -+ rrrurrrrrnrrrr et 9.00 10.00 12.00
3. HerbiCide: -« oeerrerriiniiiiiiiiiiin e 14.82 14.82 14.82
4. INSECHICIOE -+ rrrrrerrarrarrrrrrirrrrtri i rrrasrasaaeaans
5. Fertilizer and LimeE: -« cceeererrrmriimiririrnnnnn, 15.20 15.20 16.90
6. Fuel and Qi coververriiiiiiiiii 6.95 6.95 6.95
28PN
8. Machinery and Equipment Repaifg -« veveeeees 10.92 10.92 10.92
< PSSR
10. Crop INSUIANCE -+ rvrrrrrrrarrrntrrineiinai i, 4.97 4.89 4.94
11. Drymg ........................................................................
12. CUSLOM Hir@ cooeveeriiiiiiiiiiiiiiseni s
13. Crop Consumng .......................................................
14. MIiSCEIlANEOUS -+ ererrrernriririiii i 5.00 5.00 5.00
15. Interest oA/z2Variable COStS: -+ vveerevriiniiin, 3.84 3.88 4.07
A. TOTAL VARIABLE COSTS teeerrrerrnrrrmrnininiiniiiiineinis $ 80.60 $ 81.57 $ 85.50
FIXED COSTS PER ACRE:
16. Real EState TaXE@S - -crererarreriririmiiiiiiiiiiiiiiaaieanaaas 3.94 3.94 3.94
17 INterest ON Larfd - - reererrrrrrmrmriimiiiiiiiera e 47.25 47.25 47.25
18. Rent for Rented Lan@---«cxoveeervrriiiniiiiiaa,
19. Depreciation on Crop Machingpy: -« -« eeerrriinenee 12.35 12.35 12.35
20. Interest on Crop Machingry. - -oooveeveeiniieinne, 12.83 12.83 12.83
2 TP PPN
27PN
23. Insurance on Machinery ......................................... 0.48 0.48 0.48
B. TOTAL FIXED COSTS  tceeerererrremuinininiiiniiieiiianin, $ 76.84 $ 76.84 $ 76.84
C. TOTAL COSTS (A + B)rrerererererersesinnmninniie, $ 157.44 $158.40 $ 162.34
D. YIELD PER ACRE: -ttt ttettuiiiiinieiiiineiin e enn e 35 40 45
E. PRICE PER BUSHEL -+ reerrerrrrenriiiiiiiniiiiii i $ 4.24 $ 4.24 $ 4.24
E. NET GOVERNMENT PAYMENT - ccerererernrermnnnennins $ 13.96 $ 13.96 $ 13.96
G. RETURNS PER ACRE [(X E) + FJ--reeereressessssesninenns $ 162.36 $183.56 $ 204.76
H. RETURNS OVER VARIABLE COSTS (G-Ay):-xeeee $ 81.76 $101.99 $ 119.26
|. RETURNS OVER TOTAL COSTS (G-C)eeeeerrrervereeanes $ 4.92 $ 25.16 $ 4242
J. VARIABLE COSTS PER BUSHEL (A D) --eeeeeeeeneee $ 2.30 $ 2.04 $ 1.90
K. FIXED COSTS PER BUSHEL (B D) -++eeeeeeernereeenennes $ 2.20 $ 192 $ 171
L. TOTAL COSTS PER BUSHEL (€ D) rrrerrrrereeersrinnnnes $ 4.50 $ 3.96 $ 3.61
M. ASSET TURNOVER (G- INVESTMENT)® --eveevennine 16.61% 18.78% 20.95%
N. NET RETURN ON INVESTMENT
[(1415+17+20)% INVESTMENT] -+eeeeeresienrininiiins 7.04% 9.12% 10.90%

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 ¥&lual) 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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