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Cost-Return Projections Profit and Return Factors

Crop budgets are based on average costs of production Net return on investment is the percentage return on
for different areas of the state. Production costs for indi- investment. This measure enables comparisons to be made
vidual farms will vary considerably due to the amounts of among other enterprises and investment alternatives. Asset
fertilizer and chemicals applied, type and amount of farm turnover is the percentage of investment recovered by total

machinery owned, and land costs. returns. Inverting this measure allows different enterprises
to be compared on the basis of capital required to generate
Yield Level a dollar of gross income.

Costs per bushel and net returns in crop production are
highly dependent on yields. The following estimated bud-

get includes three different yield levels. Yield levels vary Table 1. Factors Used for Cost-Return Budget

for a number of reasons including soil type or land quality, )

weather, input levels, and management. The three yield Yield Level (bu

levels reflect variability due to input levels and manage- ltem 25 35 45

ment as opposed to land quality since land values are helggijjizer:

constant. Budgeting at multiple yield levels can help pro- N (Anhy.) 35 35 50 $0.17/lb

ducers examine the financial risk of a crop enterprise that is N (Dry) ' 5 5 10 $0 '30 b

directly related to production risk. P 5 25 5 $0.28/b

Variable and Fixed Costs K 10 10 10 $0.13/lb
Lime 400 400 400 $0.005 /Ib

Table 1 shows some of the assumptions used to develop
this budget. Note the lime amount assumes that 1 ton of>€€d; Ibs 80 90 100
ECC is applied every five years. See MF-9aast-Return ~ Seed price, $/lb $0.18 $0.20 $0.22

Budgets — Nonirrigated Crogsr herbicide, insecticide, ~ Labor hours 18 185 185

and seed usage. Labor price/hour $9.00
Variable costs, such as fertilizer, repairs, and fuel-oil, are Land value/acre $775

costs that vary with the level of production. Fixed costs do [ and interest rate 6.00%

not vary with the level of production and are incurred by [ and real estate tax rate 0.50%

virtue of owning assets such as land and machinery. Machinery investment $236

Machinery investment was estimated for an average-
sized farm to meet tillage, planting, and harvest require- alvage value 35.00%
ments. Salvage value of machinery was assumed to be 3 : "o
percent of the initial investment. Interest on machinery was nterest rate on machmgry 10.00%
calculated on one-half the average investment !nsurance rate on machinery 0.25%
[(initial investment + salvage value)2]. Interest on variable costs 10.00%

Land costs are based on owned land. If land is cash
rented, the cost of the rent per acre should be listed on line
17 and no taxes or interest shown on lines 15 and 16. If land
is rented on a cropshare basis, rent is reflected in yield.

Machinery life 10 yrs
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COST-RETURN PROJECTION — WHEAT — NORTHEAST KANSAS

Yield Level (bu) Your
25 35 45 Farm
VARIABLE COSTS PER ACRE:
1. LabO e $ 16.65 $ 16.65 $ 16.65
2. SEEM e 14.40 18.00 22.00
3. HerbiCide: - rerrrrrririrriiiiiiii i 4.41 4.41 4.41
A, |NSECHICIAE: -+ ererrerrrirnniir i
5. Fertilizer and Lime:- - -coveeeremmimiiiiiiiiiiiens 17.75 17.75 21.80
6. Fuel and Ol e eveverrrimiiiiii e 7.12 7.12 7.12
RS
8. Machinery and Equipment Repaifs «-««««««-cteeeeeeenn 12.85 12.85 12.85
< T TP

10. Crop JNSUIANCE -+ v v rrrrrermeranrariii i

11. Drying ........................................................................

12. CUSLOM HIir@ -reererrrrrrnniiiiii s eeas

13. Crop Consumng .......................................................

14. MISCEIANECOUS -+t rrerrrrriiiiiiiii e 5.25 5.25 5.25

15. Interest oA/z2Variable COStS: - rrreerrrmmminins 3.92 4.10 4.50
A. TOTAL VARIABLE COSTS: -+ vseeereeeeeeeeaeeaeammmmmrmesneees $ 82.35 $ 86.13 $ 94.58
FIXED COSTS PER ACRE:

16. Real Estate TaX@S: -« - rrrrrrrrrrrrmrariririerirrrrsinraann, 3.88 3.88 3.88

17 INTEIESt ON ARG - eerereeereererreeemeesnsenseseessseesssssesssesessassessassnsenses 46.50 46.50 46.50

18. Rent for Rented Lan@----c«ceeeeemmiiiiii

19. Depreciation on Crop Machinepy. .-« eeeeeennnee 15.34 15.34 15.34

20. Interest on Crop Machingry:. . 15.93 15.93 15.93

% PSR

DD e — e e e e e e ————raaaeeeaanan———_

23. Insurance on Machinery ......................................... 0.59 0.59 0.59
B. TOTAL FIXED COSTS i tereertiririiiiiiiiiininiinan e $ 8224 $ 82.24 $ 82.24
C. TOTAL COSTS (A + B)-rerrerrerrersmnininisisess $164.59 $ 168.37 $ 176.82
D. YIELD PER ACRE: - ++eeeeeeeeeteeeeetimmmmasnrnneeeereeeeeesanmmnnnnnes 25 35 45
E. PRICE PER BUSHEL -+ rreereeeerereeeeemmimmmininrnrereeeeeaennns $ 4.16 $ 4.16 $ 4.16
F. NET GOVERNMENT PAYMENT -vvcoeieierieieninineas $ 845 $ 845 $ 845
G. RETURNS PER ACRE [(Bt E) + FJ--sseeseesseseesneeneen: $112.45  $15405 $ 195.65
H. RETURNS OVER VARIABLE COSTS (G-Ay):-eeeee $ 30.10 $ 67.92 $ 101.07
I. RETURNS OVER TOTAL COSTS (G-C)-vvererveeenees $-52.14 $-1432 $ 18.83
J. VARIABLE COSTS PER BUSHEL (A D) -eeeeeeeeeeee $ 3.29 $ 2.46 $ 210
K. FIXED COSTS PER BUSHEL (B D) :---eeeeveeeeeseneneeee $ 3.29 $ 235 $ 1.83
L. TOTAL COSTS PER BUSHEL (@ D) --++-eerereeeesees $ 6.58 $ 481 $ 3.93
M. ASSET TURNOVER (G- INVESTMENT)® --eveevennine 11.12% 15.24% 19.35%
N. NET RETURN ON INVESTMENT

[(1+15+17+20)+ INVESTMENT] seovereeeeerinieinn 1.41% 5.16% 8.48%

ITotals were derived using information listed in Table 1.

2Assumes interest rate shown in Table 1.

3Assumes one-half the average investment [(initial investment + salvage w&lua) 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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