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Purpose of module

• Develop an understanding of the costs associated 
with owning and operating machinery

• Trying to reduce decisions to numbers
– Custom hire

– Own vs. rent

– Lease vs. purchase
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– Trading strategies

• … targeting the decision tools:
• OwnBaler.xls

• OwnCombine.xls

• OwnSprayer.xls

• OwnTractor.xls

• KSU-MachCost.xls

• KSU-GPSguidance.xls

Module:  
Machinery Ownership and Leasing
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Session:  Economies of size

Recorded fall of 2008
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Machinery investment per acre by farm size
617 farms, KFMA, 1999
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Large farms don’t have as much invested in machinery
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Real Machinery Costs by Crop Specialty
Kansas Dryland, 86-95, 1996 Dollars
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All machinery costs (not just investment), includes labor
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Real Machinery Costs for Individual Farms
Kansas Wheat Farms, 86-95, 1996 Dollars
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Real Machinery Costs with and without Labor
Kansas Wheat Farms, 86-95, 1996 Dollars

With Labor
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Pre-tax Machinery Cost per Farm Acre

Depreciation

Interest
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A “hold machinery constant” approach to economies of size

Power Costs vs Farm Size
Source: Schnitkey and Lattz, University of Illinois
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Machinery cost economies of size …
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Purchase Cost per hp for New Tractor, 2008
Source:  Lazarus (U of MN)
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Purchase Cost per Foot for Chisel and Cultivator, 2008
Source:  Lazarus (U of MN)
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Purchase Cost for Chisel and Cultivator + Tractor, 2008
Source:  Lazarus (U of MN)
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Purchase Cost per Row for New Planter, 2008
Source:  Lazarus (U of MN)
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Purchase Cost per Row for New Planter + Tractor, 2008
Source:  Lazarus (U of MN)
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Purchase Cost per Foot for New Grain Drill, 2008
Source:  Lazarus (U of MN)
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Purchase Cost per Foot for Grain Drill + Tractor, 2008
Source:  Lazarus (U of MN)
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Purchase Cost per Unit for New Combine Head, 2008
Source:  Lazarus (U of MN)
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Purchase cost per unit of machinery does not always 
fall with larger equipment, but other factors also come 
into play in the machinery size decision…

48-row planter
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16-row header

… timeliness needs to be factored in to the decision.
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Nominal Machinery Costs by Year, Kansas Farms
Kansas Dryland, 86-95, 1996 Dollars
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KFMA data (note size difference)
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Real Machinery Costs by Year, Kansas Farms
Kansas Dryland, 86-95, 1996 Dollars
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End of Session:

Economies of size
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