K A N S A S
FARM MANAGEMENT

MARKETING
H ANDGBO OK

Department of Agricultural Economics

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

KSU Farm Management Guide MF-2097

Spring Barley
Cost-Return Budget (W-B-F
Rotation) in Western Kansas

=ICSTATE

Kansas State University

Kansas State University Agricultural Experiment Station and Cooperative Extension Service

Troy J. Dumler
Extension Agricultural Economist,

CurtisR. Thompson
Extension Specialist,

Daniel M. O’'Brien
Extension Agricultural Economist,

S Crops and Soils, SW NW

The 1996 Federal Agricultural Improvement and Re-
form Act granted near-complete planting flexibility to
Western Kansas grain producers. Planting flexibility to-
gether with advances in intensive wheat-summer crop-
fallow systems has lead many producers to review their
summer crop alternatives. Spring-planted barley, either in
arotation after wheat or as a replacement to failed winter
wheat, holds promise as an alternative to grain sorghum,
corn, sunflowers, or cane hay for some producers. Produc-
ersconsidering thiscrop should keepin mind that greenbug
and Russi anwheat aphid canbemorefrequent problemsfor
spring barley than for winter wheat. Because of the lack of
an established cash barley market in Western Kansas, this
cropislikely best suited for diversified farms that include
livestock feeding as an enterprise.

Expected Yields

Crop production costs per unit and net returns are highly
dependent on yields. The following estimated budget in-
cludes three different yield levels, which are intended to
represent expected yields for land of varying quality for a
given level of management. Alternative expected yields can
help producers compare the profitability of crop enterprises
onfarmlandtractswithvaryingyield potentials. Land values
and government paymentshavebeen adjusted for alternative
yieldlevelsinthisbudget. In customizing thisbudget to your
farm, attention should begiventousingland val uesrepresen-
tative of your farm’s productive capacity.

Crop insurance was not included as an input expensein
this budget because yields reflect an average of all years
(good and bad). If crop insurance is included as an input
expense, than an expected value for indemnity payments
should be included in the returns section. Historically,
MPCI indemnity paymentshaveexceeded premiumsdueto
government subsidies.

Crops 25 — Revised October 2000

Variable and Fixed Costs, Return Factors

Variable costs such as fertilizer, repairs, and fuel-oil
may vary with the level of production. The cost columns
show theinterest onthevariable costs (Lines 1 through 15)
for one-half year. Fixed costs do not vary with level of
production and areincurred by virtue of owning assetssuch
asland and machinery. Projectionsof net percentagereturn
on investment permit comparisons to be made among
aternative enterprises or other investments.

Table 1. Factors Used for Cost-Return Budget

Yield L evel (bu)
Item 40 55 70
Fertilizer:
N (Anhy.) 35 50 62 $0.15/1b
N (Dry) 12 17 21 $0.24/1b
P 17 24 30 $0.18/1b
K 0 0 0 $0.14/1b
Lime 0 0 0 $0.01/1b
Seed, |bs. 72 84 96
Seed price, $/lb. $0.166 $0.166 $0.166
Labor hours 1.05 1.10 1.15
Labor price/hour $10.80
Land value/acre” $398  $498  $598
Land interest rate 6.00%
Land real estate tax rate 0.50%
Machinery investment”™ $191
Machinery life 10 yrs
Salvage value 35%
Interest rate on machinery 10.00%
Insurance rate on machinery 0.25%
Interest on variable costs 10.00%

*All land costs were computed, and then mulitplied by a factor of
1.5 to account for fallow land (two crops every 3 years).
*Investment required/crop and fallow acres.
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COST-RETURN PROJECTION — SPRING BARLEY — (W-B-F ROTATION)
WESTERN KANSAS

Yield Level (bu) Your
40 55 70 Farm
VARIABLE COSTS PER ACRE:!
1. Labor e, $ 11.35 $ 11.88 $ 1241
2. SEEM e 11.95 13.94 15.94
3. Herbicide -« reererermmmmirii e 7.38 7.38 7.38
4. INSECLICIOE +++rerrrrrrrrrrrrrrrarrririrrir i
B. Fertilizer and Lime -+« cceeveerrnimiimniiiiinnann 11.19 15.90 19.74
6. Fuel and Oil -+ reeerrrmmmmii 8.64 9.05 9.46
7 e e ettt he e he e he bbb et et e e e e s
8. Machi nery and Equipment Repa| (EoXTCITT I IT I TI TS IIT I, 11.41 11.95 12.49
o Y
10. Crop INSUFANGCE +++vrrererreremrnmririnrriiriieirrrnire e,
11. Dry|ng ........................................................................
12. CUSLOM Hir@: - eerreemmmmmimiiniiiiiiiiiieiin et
13. Crop Consu“:ing ........................................................
14, MiSCE |QNEOUS w+++rrrerrrrnrernimrmnirriiriiirir s, 5.00 5.00 5.00
15. Interest on Y2Variable COStS «+eeerrrrrernirrnnirmniinininiennnns 3.35 3.76 412
A. TOTAL VARIABLE COSTS -ereereeerereererseessessessesserensenns $ 70.27 $ 78.86 $ 86.54
FIXED COSTS PER ACRE:!
16. Real EState TaXES - -reerrrerrrnnmrmnimmmiiininiiinniiinneanaeaans 2.99 3.74 4.49
17 INLEIESt ON LANG2 - ereererreeemmeeemmmmmssseseeseessesssesssssssssssessessssssssseees 35.82 44.82 53.82
18. Rent for Rented Land -« seeerrrerrrnnmmminininnininieninnennn.
19. Depreciation on Crop Machinery -« ««-eeeeeeeesennene 12.42 12.42 12.42
20. Interest on Crop Machingry3 s 12.89 12.89 12.89
2. e
2 e
23. Insurance on Machi MIEMY «oeereersemsennsnnsi 0.48 0.48 0.48
B. TOTAL FIXED COSTS i rererrermtirtrmnnniirmnrnirsnsnnnnsanans $ 64.59 $ 74.34 $ 84.09
C. TOTAL COSTS (A + B) «eeererresnerinsiesinsisnsissiseesseens $134.86 $153.20 $170.63
D. YIELD PER ACRE -++cssesetssestessessessasseseesseseeseesessessessessens 40 55 70
E. PRICE PER BUSHEL? :+c+tseestereeseessessereeseesessessesessesiessens $ 226 $ 226 $ 226
F. NET GOVERNMENT PAYMENT e $ 867 $ 942 $1017
G. INDEMNITY PAYMENTS  eeeereereereereereereereeserseesesenses $ $ $
H. MISCELLANEOUS INCOME «++eeeersereereereereereesessessessens $ $ $
I.RETURNSPERACRE[(D XE) + F+ G+ H] -ereveveeene $ 99.07 $133.72 $168.37
J RETURNS OVER VARIABLE COSTS (I —=A) «+reeeee $ 28.80 $ 5486  $ 8183
K. RETURNS OVER TOTAL COSTS (I = C) -+sreereessssnneee $-35.79 $-19.48  $ -2.26
L. VARIABLE COSTS PER BUSHEL (A + D) w-veevesereeene $ 176 $ 143 $ 124
M. TOTAL COSTS PER BUSHEL (C + D) «ereeeeersereseseneene $ 337 $ 279 $ 244
N. NET RETURN ON INVESTMENT
[(K+15+17+20) = INVESTMENT]S w-evvveeeeeeessneeeee 2.06% 4.48% 6.30%

1Totalswere derived using information listed in Table 1. 2Assumesinterest rate shown in Table 1. 3Assumes one-half the averageinvestment
[(initial investment + salvage value) + 2] at theinterest rate shown in Table 1. “See MF-1013 “ Pricesfor 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. 5 nvestment equals total value of all fixed assets shown in Table 1.
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