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Resources

Typically brome hay is cut with a tractor and mower,
raked with a side delivery rake, baled with a large round
baler, and moved to storage with a tractor and bale fork.
Other equipment may include a swather and a trailer for
hauling large bales. Labor per acre and per ton vary with
size of equipment and distance to storage.

Yield Level

Cost per ton and net returns in crop production are highly
dependent on yields. The three yield levels are intended to
represent expected yields of varying land quality for a given
level of managment. Land values and various inputs vary
as yield levels vary.

Variable and Fixed Costs

Table 1 shows some of the assumptions used to develop
this budget. See MF-942, Cost-Return Budgets—Nonirri-
gated Crops, for herbicide and insecticide usage.

Variable costs, such as fertilizer, repairs, and fuel-oil,
are costs that vary with the level of production. Fuel-oil and
machinery-equipment repair expenses are estimated by use of
factors. Interest on variable costs is estimated by using one-
half of the accumulated variable costs for the year.

Fixed costs do not vary with the level of production and
are incurred by virtue of owning assets such as land and ma-
chinery. If land is cash rented, the cost of the rent per acre
should be listed on line 18 and no taxes or interest shown
on lines 16 and 17.

In this projection, the cost of machinery and equipment
is allocated to hay production in accordance with the hours
the machine was used for this enterprise. Estimated equip-
ment investment, based on 200 acres, for hay production is
shown at right, above. Interest on machinery was calculated
on one-half the average investment [(initial investment +
salvage value) + 2].
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% Used for
Equipment Investment Hay Production
Tractor (85H.P.) $40,000 25
Tractor (65H.P.) 25,000 35
Mower (9 ft.) 4,500 100
Rake (9 ft.) 3,500 100
Bale Fork 1,000 100
Baler 10,500 100

Profit and Return Factors

Net return on investment is the percentage return on invest-
ment. This measure enables comparisons to be made among
other enterprises and investment alternatives.

Table 1. Factors Used for Cost-Return Budget
Yield Level (ton)

Item 1.0 2.5 3.0
Fertilizer*:
N (Anhy.) 0 0 0 $0.17/1b
N (Dry) 0 80 100 $0.31/1b
P 0 30 30 $0.28/1b
K 0 10 10 $0.13/1b
Lime 0 0 0 $0.005/1b
Seed, 1bs** 18 18 18
Seed price, $/1b $0.85 $0.85 $0.85
Labor hours 1.25 1.50 1.75
Labor price/hour $10.80
Land value/acre  $530  $663  $795
Land interest rate 6.00%
Land real estate tax rate 0.50%
Machinery investment $200
Machinery life 10 yrs
Salvage value 20.00%
Interest rate on machinery 10.00%
Insurance rate on machinery 0.25%
Interest on variable costs 10.00%

*An additional 60 pounds nitrogen, 40 pounds phosphate,60 pounds
potash and three tons of lime applied at seeding time prorated
over 10 years

**Prorated over 10 years
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COST-RETURN PROJECTION — BROME HAY — CENTRAL AND EASTERN KANSAS

Yield Level (ton) Your
1.0 2.5 3.0 Farm
VARIABLE COSTS PER ACRE:!
L. LaDOT et $ 13.50 $ 16.20 $ 18.90
2. SEEA ettt 1.53 1.53 1.53
3. Herbicide ....coovveiiieiieciecee e
4, INSECHICIAR .vveevieiieeieeiee ettt e
5. Fertilizer and Lime...........ccocoovoveveiviveeeeeeeeeeeeeeennns 6.76 41.26 47.46
6. Fuel and Oil.........ccooueveveueveeeeeeeeeeeeeeeeeee e 4.37 5.20 6.03
e e e e e e e e e b e e e e e nraaaaaean
8. Machinery and Equipment Repairs..............ccccceveveene. 8.00 8.65 9.30
D e e e e eearaaaa s
10. Crop INSUTANCEe ....cc.eeevveeriiiiiiiiieiieeieeeee e
L1, DIYING coitiiiieeiieteeeee ettt s
12, Custom Hire .......coeeveeiieeiieieeiiesieeieesee e
13. Crop Consulting ........cooeeverieniiriinieeienieeeseee e
14, MiSCEIIANEOUS........ceeeveveeeeeeeeereeeeeeeeeeeeeeseeeeeseseeeeeennas 5.25 5.25 5.25
15. Interest on /2 Variable COStS ..........cccoovevevevevereerernnnne 1.97 3.90 4.42
A. TOTAL VARIABLE COSTS ....ovvirirriniieireeieeiseeenenees $ 41.38 $ 81.99 $ 92.90
FIXED COSTS PER ACRE:!
16. Real Estate TaXes ..occveeverveeieniieienieeienieeiesieeieseenens 2.65 3.31 3.98
17 Interest on Land?...........ccccocoeeveeeeveeeeeeeeeeenennns 31.80 39.75 47.70
18. Rent for Rented Land..........cccoovevieeiiieniieiicieeeee,
19. Depreciation on Crop Machinery........c.ccccoceerveenuenene 16.00 16.00 16.00
20. Interest on Crop Machinery>...........c.coooeveveveieeveiennnnns 12.00 12.00 12.00
2 L e e e e et e e e aae e raaans
2 e e et e et a e e e e e e e abaeearaaans
23. Insurance on Machinery ............ccccoceeeriereeneenienieneenenne 0.50 0.50 0.50
B. TOTAL FIXED COSTS ... $ 62.95 $ 71.56 $ 80.18
C. TOTAL COSTS (A 4+ B).ccuiiieiiieieeeiieeee e $104.33 $153.56 $ 173.07
D. YIELD PER ACRE ......c.ccooiiiiiiiieeeeeeee e 1.0 2.5 3.0
E. PRICE PER TON® .......ootiiiiiiieeeeeeeeeeeeeeeeeeeeeeennae $ 60.00 $ 60.00 $ 60.00
F. NET GOVERNMENT PAYMENT .......cooeiiiiiiecinn.
G. INDEMNITY PAYMENTS ....oooiiiiiieeeeeeeeeee e, $ $ $
H. MISCELLANEOUS INCOME..........ccoviiiiieiieeeiieeees $ $ $
I. RETURNS PER ACRE [(DXE)+ F+ G+ H].......c........ $ 60.00 $150.00 $ 180.00
J. RETURNS OVER VARIABLE COSTS (I—A)....cccueeen. $ 18.62 $ 68.01 $ 87.10
K. RETURNS OVER TOTALCOSTS I—-C).coeevevrvreeenne $-44.33 $ 356 $ 693
L. VARIABLE COSTS PER BUSHEL (A = D)....cccovveeennn. $ 41.38 $ 32.80 $ 3097
M. TOTAL COSTS PER BUSHEL (C +D)...cceeevvveeiieens $104.33 $ 61.42 $ 57.69
N. NET RETURN ON INVESTMENT
[(K+15+17+20) + INVESTMENT]® ..ooovoveeiieeeen. 0.20% 6.04% 7.14%

!Totals were derived using information listed in Table 1.

2Assumes interest rate shown in Table 1.

JAssumes one-half the average investment [(initial investment + salvage value) + 2] at 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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