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

K A N S A S KSU Farm Management Guide MF-2146
FARM MANAGEMENT

Fescue Hay Cost-Return
Budget in Central and

Eastern Kansas

MARKETING

H A N D B O O K Department of Agricultural Economics Manhattan, Kansas

Marvin R. Fausett Gerald W. Warmann
Extension Agricultural Economist, SE Extension Agricultural Economist, SC

Resources % Used for
Typically fescue hay is cut with a tractor and mower, EQuipment Investment Hay Production

raked with a side delivery rake, baled with a large round

baler, and moved to storage with a tractor and bale fork.1"actor (85 H.P.)  $40,000 25

Other equipment may include a swather and a trailer for '2¢tor (65 H.P.) 25,000 35

hauling large bales. Labor per acre and per ton vary with'vIOWer @1t) 4,500 100

ize of equipment and distance to stor Rake (9 ft.) 3,500 100
Size of equipment a stance 1o storage. Bale Fork 1,000 100

Baler 10,500 100

Yield Level

Cost perton and netreturns in crop production are highly profit and Return Factors
dependent on yields. The following estimated budget in- - Net return on investment is the percentage return on
cludes three different yield levels. Yield levels vary for a i, estment. This measure enables comparisons to be made
number of reasons including soil type or land quality, 3mong other enterprises and investment alternatives. Asset

weather, input levels, and management. The three yieldy,nqyer is the percentage of investment recovered by total
levels reflect variability due to input levels and manage-

- R returns.
ment as opposed to land quality since land values are held
constant. Budgeting at multiple yield levels can help pro- ___Table 1. Factors Used for Cost-Return Budget
d_ucers examine the financ_ial ri_sk of a crop enterprise that is Yield Level (ton)
directly related to production risk. ltem 10 23 30
Variable and Fixed Costs Fertilizer*:

Variable costs, such as fertilizer, repairs, and fuel-oil,are N (Anhy.) 0 0 0 $0.17/Ib
costs that vary with level of production. Fuel-oil and ma- N (Dry) 0 80 100 $0.30/Ib
chinery-equipment repair expenses are estimated by use of P 0 30 30 $0.28/Ib
factors. Interest on variable costs is estimated by using one- K 0 10 10 $0.13/Ib
half of the accumulated variable costs for the year. Lime 500 500 500 $0.005/Ib

Fixed costs do not vary with the level of production, and Seed, Ibs** 18 18 18

are incurred by virtue of owning assets such as land andSeed price, $/lb $0.75 $0.75 $0.75
machinery. Ifland is cash rented, the cost of the rent per acr abor hour,s 1 '25 1 '40 1 '70
should be listed on line 18 and no taxes or interest shown o% ' ’ '

lines 16 and 17. If land is rented on a cropshare basis, ren abor price/hour $9.00
is reflected in yield. Land value/acre $425
In this projection, the cost of machinery and equipment Land interest rate 6.00%
is allocated to hay production in accordance with the hoursLand real estate tax rate 0.50%
the machine was used for this enterprise. Estimated equipMachinery investment $191
ment investment, based on 200 acres, for hay production igviachinery life 10 yrs
shown atright, above. Interest on machinery was calculatedsalvage value 20.00%
on one-half the average investment [(initial investment + |nterest rate on machinery 10.00%
salvage valuey 2]. Insurance rate on machinery 0.25%
Interest on variable costs 10.00%

*An additional 60 pounds nitrogen, 40 pounds phosphate, and 60

. pounds potash applied at seeding time prorated over 10 years
Crops 33 — Revised October 1996 **Prorated over 10 years
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COST-RETURN PROJECTION — FESCUE HAY —CENTRAL AND EASTERN

Yield Level (ton) Your
1.0 2.3 3.0 Farm
VARIABLE COSTS PER ACRE:
1. LabOr e $ 11.25 $ 12.60 $ 15.30
2. SEEM e 1.35 1.35 1.35
3. HerbiCide: - v
4. INSECHICIOE:+rrrrrrrrarrarrarririerirrr i raraaeaes
5. Fertilizer and LimeE: - -rocverrermirmiriiiiriiia, 6.20 39.90 45.90
6. Fuel and Oil-ceevermmm 4.65 5.10 5.40
2P
8. Machinery and Equipment Repais -« «xxeeeeeeeenn 8.65 8.65 8.65
< J
10. Crop JNSUFANCE s+ - v rrrrrrrrrratrritri i,
11. Drymg ........................................................................
12. CUStOM Hir@  ocoeeemm
13. Crop Consumng .......................................................
14. MIiSCEIIANECOUS -+ rrrerrerrrrientrrieitaiiie i aeiaaaaas 5.25 5.25 5.25
15. Interest od/2Variable COStS: - - orerererrrnniiiiiinnnnans 1.87 3.64 4.09
A. TOTAL VARIABLE COSTS tererrererrareiraieinnininiinininan, $ 3922 $ 76.49 $ 8594
FIXED COSTS PER ACRE:
16. Real EState TaXE@S - -c-errrerarrrirmmmimimiiiiiiiiiiiiiiiiianaas 2.13 2.13 2.13
17 INLEIESt ON LArTh - eevereeeeeesrerieeinreieeesresieeiesieessssesesesseseeenees 2550 25.50 2550
18. Rent for Rented Lan@ - «---rorerererrrmmnririeinnnnan,
19. Depreciation on Crop Machingpy:««« - eveeeererinnnees 15.28 15.28 15.28
20. Interest on Crop Machingry: e 11.46 11.46 11.46
. et
D e aaaas
23. Insurance on Machinery ......................................... 0.48 0.48 0.48
B. TOTAL FIXED COSTS -t terrerenrurtaririininiiiiniiiinninaean, $ 54.84 $ 54.84 $ 54.84
C. TOTAL COSTS (A + B) ................................................ $ 94.06 $ 131.34 $ 140.79
D. YIELD PER ACRE: - ettt 1.0 2.3 2.8
E. PRICE PER TOR - eereemrmierireiieeinerinsissiessssisssesssesssessssesssessesesnons $ 55.00 $ 55.00 $ 55.00
F. NET GOVERNMENT PAYMENT oo
G. RETURNS PER ACRE [(B E) + F]-+errrerreeeeeennnnnnnnn, $ 55.00 $ 126.50 $ 154.00
H. RETURNS OVER VARIABLE COSTS (G-A):--xxeeee $ 15.78 $ 50.01 $ 68.06
I. RETURNS OVER TOTAL COSTS (G-C)errrrrreerrrnnnnnns $ —39.06 $ -4.83 $ 13.22
J. VARIABLE COSTS PER TON (A D) «eeeeereeeeeerininnnnees $ 39.22 $ 33.26 $ 30.69
K. FIXED COSTS PER TON (B D) -+ rrereveeeeeeennnnnnnnnns $ 54.84 $ 23.84 $ 19.59
L. TOTAL COSTS PER TON (G D) rrerrrrrrsmrenvnnnnnninnnnnn $ 94.06 $ 57.10 $ 50.28
M. ASSET TURNOVER (G: INVESTMENT) -+e-oveeeveeene 8.93% 20.54% 25.00%
N. NET RETURN ON INVESTMENT
[(1I+15+17+20)+ |NVESTMENT]5 ----------------------------- —0.04% 5.81% 8.81%

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 ¥&@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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