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
FARM MANAGEMENT _
Corn Silage

Cost-Return Budget
INn Northeast Kansas

TR M|\'1A\R[§<E-|I3-IN(03 0 K Department of Agricultural Economics |(&IGS 1;41 l :
|

Kansas State University Agricultural Experiment Station and Cooperative Extension Service

Kevin C. Dhuyvetter David V. Key
Extension Agricultural Economist, NE Extension Agricultural Agent, Nemaha County
Cost-Return Projections investment. Interest on machinery was calculated on one-half

Cost-return projections provide estimated costs and returns fothe average investment (initial investment + salvage ve2iie)
forward farm planning. They are crop and region-of-Kansas Land costs are based on owned land. If the land is cash rented,
specific. Production costs for individual farmers will vary consid-  the cost of rent per acre should be listed on line 18 and no taxes
erably due to the amounts of fertilizer and chemicals applied, theor interest shown on lines 16 and 17. If land is rented on a
type and amount of farm machinery owned, and land costs. ~ cropshare basis, rent is reflected in the yield.

Yield Level Profit and Return Factors

Cost per ton and net returns in crop production are highly ~ Netreturn oninvestment s the percentage return on invest-
dependent on yields. The following estimated budget includesment. This measure enables comparisons to be made among
three different yield levels. The three yield levels are intended Other enterprises and investment alternatives. If the land mar-
to represent expected yields of varying land quality for a given ket is efficient, the return on investment for land of varying
level of management. The moisture and grain content of thequalities should be approximately equal. If the return on
silage at harvest will effect yield levels. Yield levels in this investmentfromlower quality landis low relative to the returns
budget are based on harvesting silage at 35 percent dry mattedn investment from land of higher quality, this is a signal that
containing 47 percent grain. Land values, government pay-the land is overpriced relative to better quality land.

ments, and variou_s inputs vary as yield Ievels_ vary. Crop Table 1. Factors Used for Cost-Return Budget
insurance was not included in the budget as an input expense

because yields reflect an average of all years (good and bad). Yield Level (ton)
If crop insurance is included as an input expense, then aritem 11.7 15.0 18.3
expected value for indemnity payments should be included inF ilizer:
the returns section. Historically, MPCI indemnity payments ertilizer:
have exceeded premiums due to government subsidies. N (Anhy.) 80 110 130 $0.15/Ib
N (Dry) 10 10 10 $0.23/Ib
Variable and Fixed Costs P 30 30 30  $0.27/b
Table 1 shows some of the assumptions used to develop this K_ 0 20 30 $0.14/Ib
budget. Note the lime amountassumesthat 1 ton of ECCisapplied Lime 400 400 400  $0.0045/Ib
everyfiveyears. See MF-9&)st-Return Budgets—Nonirrigated ~ Seed, seeds/acre 25,000 25,000 25,000
Crops for herbicide and insecticide usage. Seed price,
Variable costs, such aslabor, fertilizer, repairs, and fuel-oil, ~ $/1,000 seeds $1.20 $1.20 $1.20
are costs that vary with the level of production. Labor require- _abor hours 1.41 1.50 1.59
ments include time for management and marketing, whether_apor price/hour $10.80
operator or hired labor. Interest on varlable costsis estimateq 5nq value/acre $660 $825  $990
by using one-half of the accumulated variable costs for _thel_anOI interest rate 6.00%
year. Custom rates are included for cutting, hauling, and filling d real estate t t 0.50%
a silo and thus labor, fuel-oil, and machinery repairs represenk/lan real estale lax rate oV70
achinery investment $133

only those costs associated with land tillage and planting.

Fixed costs do not vary with the level of production and are Machinery life 10yrs
incurred by virtue of owning assets such as land and machinSalvage value 35.00%
ery. Machinery investment was estimated for an average-Interest rate on machinery 10.00%
sized farm to meet tillage and planting requirements. Salvagdnsurance rate on machinery 0.25%
value of machinery was assumed to be 35 percent of the initialnterest on variable costs 10.00%
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COST-RETURN PROJECTION — CORN SILAGE — NORTHEAST KANSAS

Yield Level (ton) Your
11.7 15.0 18.3 Farm
VARIABLE COSTS PER ACRE:
L LA O rrreeeeeerrrrreesainrereeeaertreeeeeetteeeesearreeeeeenabaeeeeeanees $ 15.23 $ 16.20 $ 17.17
Y=Y T T TSR OPRROUPROPR 30.00 30.00 30.00
3. HEIDICIAE: - ++eeerrreeeerreeerrreeirreesieeesteeesisreesteeeseraeeeens 21.50 21.50 21.50
4. INSECHICIHE: ++ vrrerrrrrrriiiii i e 15.03 15.03 15.03
5. Fertilizer and Lime@: - ceeeeriiimiiiiiiiiiiine 24.20 31.50 35.90
6. FUEI AN Oilrrrreeeerrrreeeiiiiie e eeiiee e e eeee e e eetie e 3.37 3.59 3.81
7 e e
8. Machinery and Equipment Repaifs «-««««--xwveeeeeenn 9.44 10.05 10.66
o YT SP PR
10. Crop INSUIANCE -+ v rrrrrrrnerriiiitii it iiaeaas
11. Drymg ........................................................................
12, CUSIOM Hil@ reeeeeeerrrreeeiatreeeeeeitieeeeeeiteeeeeeeieeeeeeenaeas 58.50 75.00 91.50
13. Crop Consumng .......................................................
14. MiSCellanN@OUS -+ rrrrrrrrrrarriiiiii e 8.00 8.00 8.00
15. Interest o/z2Variable COStS: -+« wrrrrerrrrmmieniiinnns 9.26 10.54 11.68
A. TOTAL VARIABLE COSTS rvrevererresriinmsnisninienianes $194.53  $221.42 $ 24526
FIXED COSTS PER ACRE:
16. Real EState TaAXES: « rrrererrerrirmiiiiiiiiiiiiiiiiiaa, 3.30 4.13 4.95
17 INtEreSt ON Larfh: - e erererrererremmririieean, 39.60 49.50 59.40
18. Rent for Rented Lan@------cvervrrmemmiiiiiiin
19. Depreciation on Crop Machingry:--eeeeeveeneeennns 8.65 8.65 8.65
20. Interest on Crop Machingry. .- ccoovvveiiniiiininis 8.98 8.98 8.98
D L ettt e ———— e e———— e e e — e e e — e e e aataraeaaanaes
D e e e
23. Insurance on Machinery ......................................... 0.33 0.33 0.33
B. TOTAL FIXED COSTS:  +rereeeessrrrereemsmrrrereesssiereessnssneeees $ 60.86 $ 71.58 $ 82.31
C. TOTAL COSTS (A + B)-reereermrmsininininisnn $ 255.39 $ 293.00 $ 327.56
D. YIELD PER ACRE: -+ eeeeetettrereetaitieraeeaiireeessiiissessesienens 11.7 15.0 18.3
E. PRICE PER TOR/ et $ 18.96 $ 18.96 $ 18.96
E. NET GOVERNMENT PAYMENT +eeeeerrrereeemsrreeensnnnnns $ 8.29 $ 9.01 $ 9.73
G. INDEMNITY PAYMENTS - eeeeeeetsrreeeemsmireeeesssineeeenanes $ $ $
H. MISCELLANEOUS INCOME: +++eeeeeerrrreeeaiirrreeeeaiveneens $ $ $
I. RETURNS PER ACRE [(DX E) + F + G + H}r-evervvneres $230.12 $29341 $ 356.70
J. RETURNS OVER VARIABLE COSTS (I — A)--eeeeeee $ 35.59 $ 71.99 $_111.44
K. RETURNS OVER TOTAL COSTS (I = G)-+-eeeveveeeee $ -25.27 $ 041 $ 29.14
L. VARIABLE COSTS PER TON (A D) -eeereeererieeeennne $ 16.63 $ 14.76 $ 13.40
M. TOTAL COSTS PER TON (G D) :revereeeeerverennininninn $ 21.83 $ 19.53 $ 17.90
N. NET RETURN ON INVESTMENT
[(K+15+17+20)% INVESTMENT]S ovvvvervesriisniisnins 4.11% 7.25% 9.72%

Totals were derived using information listed in TabléAksumes interest rate shown in TabléAssumes one-half the average investment
[(initial investment + salvage value) 2] at the interest rate shown in Table*$ee 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
paymentsinvestment equals total value of all fixed assets shown in Table 1.
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