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The traditional wheat-fallow rotation has been a main- Profit and Return Factors

stay crop enterprise for many years in western Kansas. The  projections of net percentage return on investment per-
fallow period in this rotation has traditionally served as a mijt comparisons to be made among alternative enterprises
time for accumulating soil moisture to be used by the o other investments. Asset turnover is the ratio of gross
following wheat crop. Many producers in this region are reyvenue to total investment in fixed assets. This financial

now using more intensive wheat-spring crop-fallow rota- measure represents the efficiency of capital use.
tionsin an effortto increase crop income and take advantage

of increased cropping flexibility in the farm program. How-
ever, the traditional wheat-fallow rotation still has a place
for farmers who are uncomfortable with the more intensive Table 1. Factors Used for Cost-Return Budget
crop rotations due either to the increased management

required to make such intensive cropping systems work, the Yield Level (bu)

additional input costs of the intensive systems, or other ltem 35 40 45

special soil type or field conditions that limit the effective- Eeriilizer:

ness of the more intensive rotations on their farms. N (Anhy.) 40 40 50 $0.17/Ib
. N (Dry) 0 0 0 $0.30/Ib

Yield Goals _ _ P 30 30 30  $0.28/b
Cost per bushel and net returns in crop production are K 0 0 0 $0.13/Ib

highly dependent on yields. The following estimated bud- .
getincludes three differentyield levels. Yield goals vary for Lime 0 0 0 $0.005/1b
a number of reasons such as soil type or land quality,>€€d, Ibs 45 50 60

historical weather patterns, input levels, and managementSeed price, $/lb $0.20 $0.20 $0.20

Budgeting for alternative yield goals can help producers Labor hours 120 120 1.20
compare the profitability of crop enterprises on farmland Labor price/hour $9.00
tracts with varying yield potentials. Multi-peril crop insur- Land value/acre $525
ance expenses are included in western Kansas crop budgetsand interest rate 6.00%
as a cost of managing crop production risk in an area prong_and real estate tax rate 0.50%
to great yield variability. Machinery investmefit $190
Machinery life 10 yrs
Variable and Fixed Costs . _ Salvage \ya|ue 35)_/00%
Variable costs such as fertilizer, repairs, and fuel-oil are |nierest rate on machinery 10.00%

costs that may vary with the level of production. The cost
columns show the interest on the variable costs (Lines 1
through 13) for one-half year. Fixed costs do not vary with
level of production and are incurred by virtue of owning *All land costs were computed and then multiplied by a
assets such as land and machinery. Land values are nahctor of 2 to account for fallow land.

adjusted fOI‘ alternative y|e|d goa|S in th|S budget In cus- * Investment required per Crop and fa”ow acres.
tomizing this budget to fit your farm, attention should be

given to using land values representative of your farm’s

productive capacity.

Insurance rate on machinery 0.25%
Interest on variable costs 10.00%
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COST-RETURN PROJECTION—WHEAT (W-F ROTATION)—WESTERN KANSAS

Yield Level (bu) Your
35 40 45 Farm
VARIABLE COSTS PER ACRE:
L. LA - +eeerrreeesrreeesrreesireeesiseeesiseeesseeesteeesseeesseeeanreeans $ 10.80 $ 10.80 $ 10.80
Y=Y e R TSP O USRS 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. FUEI AN Oilvreeeerrrreeeiiiiiieeeeeiiee e eeeire e e eeitree e e e 6.95 6.95 6.95
2P
8. Machinery and Equipment Repars -« -rveeeen 10.92 10.92 10.92
L e
10. Crop [NSUTANCE -+ rrrrrrrrrrrranranranritrierierarrarrsraraaranranaas 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 of/2Variable COStS v vvvmmrmiiiiinnn 3.88 3.93 412
A. TOTAL VARIABLE COSTS: - vreeeeeerrrrrreesinirreeeesiiisneees $ 81.54 $ 82.51 $ 86.45
FIXED COSTS PER ACRE:
16. Real EState TaXE@S - -crererarreriririmiiiiiiiiiiiiiiaaieanaaas 5.25 5.25 5.25
17 Interest on Lar?d ............................................................................... 63.00 63.00 63.00
18. Rent for Rented Lan@---«cxoveeervrriiiniiiiiaa,
19. Depreciation on Crop Machingpy: -« -« eeerrriinenee 12.35 12.35 12.35
20. Interest on Crop Machingry: s 12.83 12.83 12.83
DL rteee e e e —eeee—————ee e e ——eeeaa————aeaaa———eaeaa—aeaeeaaares
2 ST TP
23. Insurance on Machinery ......................................... 0.48 0.48 0.48
B. TOTAL FIXED COSTS -+ tererrrrarirrrrinininiinisenananaanes $ 93.90 $ 93.90 $ 93.90
C. TOTAL COSTS (A + B)-erererereeieirieinininininisieies, $175.44 $176.41 $ 180.35
D. YIELD PER ACRE:-++eteeeeettrreeeiaiiireeeeeiieeeesesieraesssisenaens 35 40 45
E. PRICE PER BUSHEL -+ reerrerrrrenriiiiiiiniiiiii i $ 4.24 $ 4.24 $ 4.24
F. NET GOVERNMENT PAYMENT -+ veeveeeeeeeeaeeaaannns $ 13.96 $ 13.96 $ 13.96
G. RETURNS PER ACRE [(BX E) + F]---rrreeeeeeeennnnnnnnnn, $162.36 $183.56 $ 204.76
H. RETURNS OVER VARIABLE COSTS (G-A)::weeeee $ 80.82 $101.05 $ 11831
I. RETURNS OVER TOTAL COSTS (G-G)-wrvreereerreens $-13.08 $ 7.15 $ 2441
J. VARIABLE COSTS PER BUSHEL (A D)« rseesreereeens $ 233 $ 206 $ 192
K. FIXED COSTS PER BUSHEL (B D) --ervevvvressrseines $ 268 $ 235 $ 209
L. TOTAL COSTS PER BUSHEL (€ D) +++sevrveseesessnnns $ 501 $ 441 $ 401
M. ASSET TURNOVER (G- INVESTMENT)® «+eeeeeenen 13.09% 14.80% 16.51%
N. NET RETURN ON INVESTMENT
[(1+15+17+20)= INVESTMENTI --+vevvsevsseessessnisnnens 5.37% 7.01% 8.42%

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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