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Thetraditional wheat-fall ow rotation hasbeenamainstay
crop enterprise for many years in Western Kansas. The
fallow period in this rotation has traditionally served as a
time for accumulating soil moisture to be used by the
following wheat crop. Many producers in this region are
now using more intensive wheat-spring crop-fallow rota-
tionsinan effort toincrease crop incomeand take advantage
of increased cropping flexibility inthefarm program. How-
ever, thetraditional wheat-fallow rotation still hasaplacefor
farmerswho areuncomfortablewiththemoreintensivecrop
rotationsdueeither to theincreased management required to
make such intensive cropping systems work, the additional
input costs of the intensive systems, or other special soil
type/field conditionsthat limit the effectiveness of themore
intensive rotations on their farms.

Yield Level

Cost per bushel and net returns in crop production are
highly dependent onyields. Thefollowing estimated budget
includes three different yield levels. The three yield levels
represent expected yields associated with variationsin land
quality, weather, input levels, and management. Budgeting
for alternative expected yields can help producers compare
the profitability of crop enterprises on farmland tracts with
varyingyield potentials. Cropinsurancewasnot included 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 pay-
mentsshould beincludedinthereturnssection. Historically,
MPCI indemnity payments have exceeded premiumsdueto
government subsidies.

Variable and Fixed Costs, Return Factors
Variable costs such asfertilizer, repairs, and fuel-oil are
costs that may vary with the level of production. The cost
columns show the interest on the variable costs (Lines 1
through 15) for one-half year. Fixed costs do not vary with
level of production and are incurred by virtue of owning
assets such as land and machinery. Land values have been
adjusted for aternative yield levels in this budget. In cus-
tomizing this budget to fit your farm, attention should be
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given to using land values representative of your farm’s
productive capacity. Projections of net percentagereturnon
investment permit comparisons to be made among aterna-
tive enterprises or other investments.

Table 1. Factors Used for Cost-Return Budget

Yield Level (bu)
Item 28 36 44
Fertilizer:
N (Anhy.) 30 50 60 $0.11/1b
N (Dry) 0 0 0 $0.20/1b
P 30 30 30 $0.22/1b
K 0 0 0 $0.14/1b
Lime 0 0 0 $0.01/1b
Seed, Ibs. 45 55 65
Seed price, $/lb. $0.078 $0.078 $0.078
Labor hours 1.17 1.20 1.23
Labor price/hour $10.80
Land value/acre* $393  $492  $590
Land interest rate 6.00%
Land real estate tax rate 0.50%
Machinery investment* * $190
Machinery life 10 yrs
Salvage value 35%
Interest rate on machinery 9.00%
Insurance rate on machinery 0.25%
Interest on variable costs 9.00%

*All land costs were computed and then multiplied by a factor of 2
to account for fallow land.
*Investment required per crop and fallow acres.
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COST-RETURN PROJECTION—WHEAT (W-F ROTATION)—WESTERN KANSAS

Yield Level (bu) Y our
28 36 44 Farm
VARIABLE COSTS PER ACRE:!
L. LGB0 +ererererersereressaseseseasssesesessseseseessssesensssssesensnsssesens $ 12.66 $ 12.96 $ 13.26
D GEEM ererrrrreree i et 3.51 4.29 5.07
3. HETDIGIHE «reeererrererrererreresreesreiestesestesesre e tese e seesesnens 15.01 15.01 15.01
4. INSECLICIOE +++rrrrrrrrrrrrrrrirrarrrirrrirrrirr e
5. Fertilizer and Lime «-«-reereerrrerrermrnrminmnrninnnrieaa, 9.90 12.10 13.20
6. FUEL AN Ol eovereerereerererreeireieereeieseesesesreeereeereeeseeens 5.20 5.33 5.45
2SR
8. Machinery and Equipment REPairs -« «-«-sereeereeenes 10.49 10.74 10.99
L
10. Crop INSUFANGCE «+rererrerrrarraremrrenrnririrrisn s,
11. Dry| MIQ rrrrereermrsmesm s
12. CuStoM Hir@: ooeeereiiiiiiiiiiiiiiiii i
13. Crop Consu“:ing ........................................................
14. MiISCEl|aNEOUS +++++++rrrrrrrrrrrnmmmriiiiiiiiii i, 5.00 5.00 5.00
15. Interest on Yo Variable COStS - +weeerererrrrnnrrrinrmniniininennnns 278 2.94 3.06
A.TOTAL VARIABLE COSTS -eveeerereeesseresseresseressesensens $ 64.56 $ 68.37 $ 71.03
FIXED COSTS PER ACRE:?
16. REAl EStAtE TAXES «:-veerveerrreesreesarresersmsessessasesseesineans 3.93 4.92 5.90
17 INLEIESt ON LANGZ - +evvvrererrerssssmmmeeseseessssssmmssssessssssssssssssssssesssssssnees 47.16 50.04 70.80
18. Rent for Rented Land -« -« reeerrermrerirmmninimniniiiinaenn,
19. Depreciation on Crop Machinery «««««eueerieninennnne 12.35 12.35 12.35
20. Interest on Crop Machingry3 - 11.54 11.54 11.54
D7, ettt e ettt bt te et ae et eaeebeaeebe e eteneerens
DD ettt b re s
23. Insurance on Machi MIEMY «oeersesssssssesen s 0.48 0.48 0.48
B. TOTAL FIXED COSTS -t trerrrrerrnnrrerninrrrninnsss s eennns $ 75.46 $ 88.33 $101.07
C. TOTAL COSTS (A + B) wrerrereeeemeessrisssissessssssesssnnaes $140.02 $156.70 $172.10
D. YIELD PER ACRE «-vereerereetereeteseeesseressesessetesessssesessesnns 28 36 44
E. PRICE PER BUSHEL?% -+ +esereeressereseresesesesessesseessesesseens $ 3.03 $ 3.03 $ 3.03
F. NET GOVERNMENT PAY MENT e reeereererererereranens $ 10.72 $ 11.65 $ 12.58
G. INDEMNITY PAYMENTS rereererrererreresreressensesessesessenes $ $ $
H. MISCELLANEOUS INCOME «-reereeeereseerereeresreresseresesens $ $ $
|. RETURNS PER ACRE [(D X E) + F + G + H] -wrrereeeriees $ 9556  $120.73  $145.90
J. RETURNS OVER VARIABLE COSTS (I —A) «eeeveenes $ 31.00 $ 52.36 $ 74.87
K. RETURNS OVER TOTAL COSTS (I = C) «ereveseevneens $ -44.46 $-35.97 $-26.20
L. VARIABLE COSTS PER BUSHEL (A + D) «-eeveseseseene $ 231 $ 190 $ 161
M. TOTAL COSTS PER BUSHEL (C + D) «ereeeeersereseseneene $ 5.00 $ 435 $ 391
N. NET RETURN ON INVESTMENT
[(K+15+17+20) + INVESTMENT]S -eevevresevverssnen 1.74% 3.20% 4.32%

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 “ 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. 5 nvestment equals total value of all fixed assets shown in Table 1.
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