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

Grain Sorghum
Cost-Return Budget (W-S-F

Rotation) in Western Kansas

MARKETI NG Department of Agricultural Economics %IGSW-E

H A NDB O O K m e ST T

Kansas State University Agricultural Experiment Station and Cooperative Extension Service

Troy J. Dumler Daniel M. O'Brien
Extension Agricultural Economist, SW Extension Agricultural Economist, NW

Western Kansas grain producers now havenear-com-  Variable and Fixed Costs, Return Factors

plete planting flexibility under the 1996 Federal Agricul- Variable costs such asfertilizer, repairs, and fuel-oil may
tural Improvement and Reform Act. This freedom to vary withthelevel of production. The cost columns show the
select fromanumber of spring crop alternativesfollowing  jnterest onthevariablecosts(Lines1 through 15) for one-half
wheatinanintensivewheat-summer crop-fallow program - year. Fixed costsdo not vary with level of production and are
haslead to an increase in the acreage of grain sorghumin incurred by virtue of owning assets such asland and machin-
Western Kansas. Grain sorghum has been an important ery. Projections of net percentage return on investment per-
cropinWestern Kansasbecauseitiswell suitedtothearid mit comparisons to be made among al ternative enterprisesor

climate of the area. Non-irrigated grain sorghum acreage other investments.
has gradually increased in the area since 1993—with the
exception of 1996. Inthat year alatespring freezeseverely
damaged the wheat crop and caused a one time large
increase in sorghum acres. K-State research on intensive Table 1. Factors Used for Cost-Return Budget
dryland cropping systems indicates that reduced tillage

grain sorghum planted after winter wheat leads to higher Yidd Level (bu)
and more consistent yields and is more profitable than | tem 65 75 86
conventional-tillage grain sorghum. Fertilizer:
. N (Anhy.) 56 65 74 $0.15/1b

Expected Yields N (Dry) 19 22 25 $0.24/1b

Crop production costs per unit and net returns are P 29 34 39 $0.18/Ib
highly dependent on yields. The following estimated K 0 0 0 $0.14/1b
budget includes three different yield levels, which are Lime 0 0 0 $0.01/1b
intended to represent expected yields for land of varying Seed, Ibs. 3.0 3.0 3.0

quality for a given level of management. Alternative Seed pri
. oy price, $/lb. $1.05 $1.05 $1.05
expected yields can help producers compare the profit Labor hours 115 1.20 195

ability of crop enterpriseson farmland tractswith varying .
yield potentials. Land values and government payments Labor price/hour $10.80
have been adjusted for alternative yield levels in this ~ Landvalue/acre” $398  $498  $598

budget. In customizing thisbudget to your farm, attention Land interest rate 6.00%
should begiventousingland valuesrepresentative of your Land real estate tax rate 0.50%
farm’s productive capacity. Machinery investment”™ $191
Cropinsurancewasnot included asaninput expensein Machinery life 10yrs
this budget because yields reflect an average of al years Salvage value 35%
(good and bad). If crop insurance is included as an input Interest rate on machinery 10.00%
expense, than an expected value for indemnity payments Insurance rate on machinery 0.25%
should be included in the returns section. Historically, Interest on variable costs 10.00%

MPCI indemnity payments have exceeded premiums due
to government subsidies. *All land costswer e computed, and then mulitplied by afactor 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 — GRAIN SORGHUM — (W-S-F ROTATION)
WESTERN KANSAS

Yield Level (bu) Your
65 75 86 Farm
VARIABLE COSTS PER ACRE:?
1. Labor e, $ 12.38 $ 12.96 $ 13.54
2. SEEM e 3.15 3.15 3.15
3. Herbicide -« reererermmmmirii e 13.01 13.01 13.01
4. INSECLICIOE +++rerrrrrrrrrrrrrrrarrririrrir i 4.68 4.68 4.68
B. Fertilizer and Lime -+« cceeveerrnimiimniiiiinnann 18.18 21.15 24.12
6. Fuel and Oil -+ reeerrrmmmmii 591 6.18 6.46
TR P PP
8. Machi nery and Equipment Repa| (EoXTCITT I IT I TI TS IIT I, 0.68 10.14 10.60
o
10. Crop INSUFANGCE +++vrrererreremrnmririnrriiriieirrrnire e,
11. Drying ........................................................................ 6.50 7.50 8.60
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 3.92 4.19 4.46
A. TOTAL VARIABLE COSTS :-teeeerrrrnnnmmninnninninininninnenn, $ 8241 $ 87.96 $ 93.62
FIXED COSTS PER ACRE:!
16. Real EState TaXES - -reerrrerrrnnmrmnimmmiiininiiinniiinneanaeaans 2.99 3.74 4.49
17 INLEIESt ON LANG2 - ereererreeemmeeemmmmmssseseeseessesssesssssssssssessessssssssseees 44.82 44.82 44.82
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
o TSRS
7 2RO
23. Insurance on Machi MIEMY «oeereersemsennsnnsi 0.48 0.48 0.48
B. TOTAL EIXED COSTS reeerereerereeresreresseresseessessssesessens $ 73.59 $ 74.34 $ 75.09
C. TOTAL COSTS (A + B) -weererrerereisinsinsinsinsissisissisiens $156.00 $162.30 $168.71
D. YIELD PER ACRE :-+ereeeesseesstsseessessesssessesssesssessesssesesnes 65 75 86
E. PRICE PER BUSHEL? - vveevrreseesesssseesesssseesssssssssssssssessesssneene $ 178 $ 178 $ 178
F. NET GOVERNMENT PAYMENT4- s $ 867 $ 942  $ 1017
G. INDEMNITY PAYMENTS: +eeeeereereesreereesseeseesseessessennes $ $ $
H. MISCELLANEOUS INCOME +eeeeereeseesreessersersemseesseenes $ $ $
|.RETURNS PER ACRE [(D X E) + F + G + H] w-rvvvvevresnns $124.37 $142.92  $163.25
J. RETURNS OVER VARIABLE COSTS (I = A) -eeeeeeees $ 41.96 $ 54.96 $ 69.63
K. RETURNS OVER TOTAL COSTS (I — C) «-reeeereesereees $-31.63 $-19.38 $ -5.46
L. VARIABLE COSTS PER BUSHEL (A + D) +eeereeeeee: $ 127 $ 117 $ 1.09
M. TOTAL COSTS PER BUSHEL (C + D) «+eeereeerresenen: $ 240 $ 216 $ 1.9
N. NET RETURN ON INVESTMENT
[(K+15+17+20) = INVESTMENT]S w-evvveeeeeeessneeeee 3.81% 4.53% 5.21%

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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