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Resour ces and Returns

Labor needed to produce aton of alfalfahay rangesfrom
30 minutesfor afully automated systemto 1.6 hoursper ton
for aconventional baling system. Capital needed for alfalfa
production al so varieswidely depending onthe system used.
Highlabor,|ow investment systemsrequireatractor, mower,
rake, baler, and wagons. High-capital, low-labor systems
use a self-propelled swather, tractor, heavy-duty baler, and
an automatic bale wagon.

Yield Level

Cost per ton and net returnsin crop production are highly
dependent onyields. Thefollowing estimated budgetincludes
threedifferentyieldlevels. Thethreeyield level sareintended
torepresent expectedyieldsof varyingland quality for agiven
level of management. Land values, government payments,
and various inputs vary asyield levels vary. Crop insurance
was hot included in the budget as an input expense because
yields reflect an average of all years (good and bad). If crop
insurance is included as an input expense, then an expected
value for indemnity payments should be included in the
returnssection. Historically, MPCI indemnity paymentshave
exceeded premiums due to government subsidies.

Variable and Fixed Costs

Table 1 shows some of the assumptions used to develop
thisbudget. Note the lime amount assumesthat 1 ton of ECC
isapplied every 4years. See MF-942, Cost-Return Budgets—
Nonirrigated Crops, for herbicide and insecticide usage.

Variable costs, such aslabor, fertilizer, repairs, and fuel-
oil, are costs that vary with the level of production. Labor
requirements include time for management and marketing,
whether operator or hired labor. Interest on variable costsis
estimated by using one-half of the accumulated variable
costs for the year.

Fixed costsdo not vary withthelevel of productionandare
incurred by virtue of owning assets such asland and machin-
ery. Machinery investment was estimated for an average-
sizedfarmto meet tillage, planting, and harvest requirements.
Salvage va ue of machinery was assumed to be 20 percent of
theinitial investment. Interest onmachinery wascal culatedon
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one-half theaverageinvestment [(initial investment + salvage
value)+2]. Land costs are based on owned land. If theland is
cashrented, thecost of rent per acreshould belistedonline18
and no taxes or interest shown on lines 16 and 17. If land is
rented on a cropshare basis, rent isreflected in the yield.

Profit and Return Factors

Net return on investment is the percentage return on
investment. This measure enables comparisons to be made
among other enterprises and investment dternatives. If the
land market is efficient, the return on investment for land of
varying qualities should be approximately equal. If thereturn
on investment from lower quality land is low relative to the
returnsoninvestment fromland of higher quality, itisasignal
that the land is overpriced relative to better quality land.

Table 1. Factors Used for Cost-Return Budget
Yield L evel (ton)

Item 3.0 3.4 3.8
Fertilizer:”
N (Anhy.) 0 0 0 $0.15/1b
N (Dry) 0 0 0 $0.24/1b
P 50 56 63 $0.18/1b
K 0 20 40 $0.14/1b
Lime 500 500 500 $0.0V1b
Seed, 1bs.” 15.0 15.0 15.0
Seed price, $/1b. $2.810 $2.810 $2.810
Labor hours 502 6.05 7.08
Labor price/hour $10.80
Land value/lacre $574 $718  $861
Land interest rate 6.00%
Land real estate tax rate 0.50%
Machinery investment $242
Machinery life 10yrs
Salvage value 20.00%
Interest rate on machinery 10.00%
Insurance rate on machinery 0.25%
Interest on variable costs 10.00%

*An additional 20 pounds of nitrogen and 40 pounds of phosphate
applied at seeding time prorated over 4 years.
**Prorated over 4 years.
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COST-RETURN PROJECTION — ALFALFA — SOUTH CENTRAL AND SOUTHEAST KANSAS

Yield Level (ton) Y our
3.0 34 38 Farm
VARIABLE COSTS PER ACRE:!
L. LG0T «+veereereeerersremneesuenasesueasesseessesnsasseeeesseeeesaeenensneas $ 54.23 $ 65.34 $ 76.45
D SEE( veerreereeereeeeae ettt a e e e b e sae e s 10.54 10.54 10.54
3. HEIDIGIHE «+eevverrrerrrrmeerrereesrereesesees s s 4.47 4.47 4.47
A, I NSECHCIAR ++++rerrrerrerrrerrerrresreenmesresaresresseesnessressesssessenns 12.55 12.55 12.55
5. Fertilizer and Lime «+«-reereerrrermrmmnrminminininrnrinsnnnnneaa, 17.00 20.88 24.94
B. FUE] AN Ol «eereerreererremrerreeriereesreseessessessessesseeseesas 15.61 18.81 22.00
2T SO S TP PR PRR
8. Machinery and Equipment Repairs -« «-«-eereeereenenes 19.99 26.65 33.31
[« RSP P PP
10. Crop JNSUFANGCE «+rvrerrerrrarrrerrrenrnnririrririernarsnsnenan,
11. Dry| MIQ wrovrereemsr s
12. CUSIOM Hir@: s seeererminiiiiiiiiiiiiniiiii s
13. Crop Consulti MU woeeseeessssss s
14. MiISCElaN@OUS «++-++reerrrrnrrrnmmmmnimiiiiiii s 7.50 7.50 7.50
15. Interest on Y2Variable COStS - +weeerererrrrnnrrniirinineininennnns 7.09 8.34 9.59
A. TOTAL VARIABLE COSTS - reereereerrerreesrerseesresssesenes $ 148.98 $175.07 $201.34
FIXED COSTS PER ACRE:!
16. REAl EStAE TAXES «+eeeerreereereerserseesrersersressesssessesssesans 287 3.59 4.31
17 Interest 0N Land? -« eeeeeeeermmmmmminniiniies s 34.44 43.05 51.66
18. Rent for Rented Land -« -« eeerererrerinmmninimiiniiiniininnnnnn,
19. Depreciation on Crop Machinery -+« e 19.36 19.36 19.36
20. Interest on Crop Machinerys - eoeeeeeseieeieiieine, 14.52 14.52 14.52
D], eerteerrereeareeeebe e e re e e b e e bt e e et et saeeaesaeetesaeerenaeen
7 TSRS UR SR PTORPRORN
23. Insurance on Machi NEFY +eeseersssssssnsnssssn s 0.61 0.61 0.61
B. TOTAL FIXED COSTS e reerrereesresreesresreesreseessesseessesnes $ 71.80 $ 81.12 $ 90.45
C. TOTAL COSTS (A + B) «reeeeessrinsinsinsieississississsens $ 220.77 $256.19 $291.79
D. YIELD PER ACRE -+ eeeeeessesssesserssesemssesesssesessseseessesnes 3.0 34 3.8
E. PRICE PER TON? e eteeessesreesterieesiesieassesssssessessessessesnes $ 70.00 $ 70.00 $ 70.00
F. NET GOVERNMENT PAYMENT# e $ 751 $ 817 $ 882
G. INDEMNITY PAYMENTS - rereereerreererseeserseesesseesenas $ $ $
H. MISCELLANEOUS INCOME +eesrerreeresreenremeessemeessennes $ $ $
I.RETURNSPERACRE[(D XE) + F+ G+ H] «rreeveereees $ 21751 $246.17 $274.82
J. RETURNS OVER VARIABLE COSTS (I = A) +-eeeeveees $ 6854 $ 7110 $ 7347
K. RETURNS OVER TOTAL COSTS (I = C) «eeeeerereeenes $ -3.26 $-10.02 $-16.98
L. VARIABLE COSTSPER TON (A + D) wrerererernnenns $ 49.66 $ 51.49 $ 52.99
M. TOTAL COSTS PER TON (C + D) «wrereerrresesennnenns $ 7359 $ 75.35 $ 76.79
N. NET RETURN ON INVESTMENT
[(K+15+17+20) + INVESTMENT]S voeeeevereesnnieninenes 6.47% 5.82% 5.33%

ITotalswere derived using information listed in Table 1. 2Assumesinterest rate shown in Table 1. 3Assumesone-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. ®l nvestment equals total value of all fixed assets shown in Table 1.
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