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18. Machinery Costs in Kansas

Gregg Ibendahl <Ibendahl@k-state.edu>
Gregg Ibendahl joined the faculty in fall 2012 as an associate professor of
agricultural economics with a major appointment in extension. Prior to
joining the K-State faculty, he served as an associate extension professor at
Mississippi State University. His specialty areas are farm management and
agricultural finance. Ibendahl earned his Ph.D. from the University of lllinois
in agricultural economics. He also has an MBA from Northern lllinois
University. His undergraduate degree is from Southern lllinois University,
where he majored in agricultural mechanization and earned a minor in
computer science.

Abstract/Summary
Machinery costs are a big expense for most farms. Crop production will
require, at a minimum, a trip to plant the crop and a trip to harvest the crop.
Thus many farms will own a tractor, planter, and combine plus other
equipment. Farmers who decide to own most of their equipment have to
decide how often to replace their equipment, and how much equipment they
will own relative to the size of their operation. Farmers who trade equipment
more often will have higher depreciation expenses but should have lower
machinery operating expenses. Farmers who have less equipment relative
to their farm size, may have lower operating costs but also run the risk of not
finishing planting and harvesting in a timely fashion.

This presentation will analyze the highest income farms in the state to
determine their machinery investment per acre and to examine their
machinery operating costs. This presentation should help show if farmers
can increase their profitability by better managing their use of farm
machinery.



Machinery Costs in Kansas

Gregg Ibendahl
Risk and Profit Conference
August 21-22, 2014

KAnsAs STATE

8/20/14 UNIVERSITY

Most farmers need equipment

* Impossible to produce a crop without
equipment
— Some latitude for equipment choice
¢ No-till vs other tillage
— Who owns the equipment
¢ Farmer owned vs custom operator vs leasing
— For farmer owned equipment
¢ Decisions about when to replace
* Decisions about the equipment level needed
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Question to address

* to examine how net farm income per acre is
affected by
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Some background

Some background
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Scaled_NF| vs. Crop Acres

Are bigger
farms more
profitable?
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Some background
The Average Crop Mix
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Machinery Depreciation
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Machinery Depreciation — Southeast
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Machinery Depreciation
Machinery Depreciation by Farm Size by Quintile
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Crop Production Costs
Total Crop Production Costs per Acre by Quintile
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Crop Production Costs - Southeast
Total Crop Production Costs per Acre by Quintile

Total-crop Prod Cost Ac vs. Year 4d

Quintile
300 —
The most —

profitable
farms also —s5
have the 20

highest
production

costs 200

Total-crop Prod Cost Ac

Similar to
machinery 150
depreciation

Not quite as 100 TS D . b 4 =
obvious in ST S 5 S
region Year 4d

KAnNsAs STATE

8/20/14 18 UNIVERSITY




Crop Production Costs - Southeast
Total Crop Production Costs per Acre by Quintile

Total-crop Prod Cost Ac vs. Year 4d
300

Total Machinery Costs per Acre by Quintile

Crop Production Costs

Quintile 100 Quintile
The most - The most o —1
profitable —s profitable ® _
farms also 250 _ farms also o —
have the 2 have the ®
highest E highest total -
production 1 ED machinery - o
costs :§ costs g
§ «» 65
5 60
Similar to =D
. 55
machinery
. 4 50
depreciation
100 45
Not quite as “
. . v > o S\ N & > o Q S
obv.lous in SIS F S S S S S s s I U R RS P
region Year 4d Vear 40
) KAnNsAs STATE ) KAnNsAs STATE
8/20/14 19 UNIVERSITY 8/20/14 20 UNIVERSITY
, P Crop Production Costs
Machinery Costs as a Percent of Total Crop Costs by . . .
o Machine Hire per Acre by Quintile
Quintile
0.48 Quintile e Quintile
Even though 047 — 17.5 —1
the most 0.46 s e _
profitable g':: i 152 —
farms have the Yo las
highest 042 18
depreciation gox g e
and machinery g 040 g :flg
» 039 » 110
costs, as a 038 10
percent of 037 gﬁg
total crop @3 :Zg
costs, it’s the 035 75
lowest o &3
033 B
0.32 gg
ST TS S S S FES T EE S S S S
Year 4d Year 4d
KAnNsAs STATE ) KAnNsAs STATE
8/20/14 2 UNIVERSITY 8/20/14 2 UNIVERSITY
Machine Repairs per Acre by Quintile Machine Repairs per Acre by Quintile
machine_repairs_ac vs. Year 4d N m
D Machine Repairs Ac vs. Year 4d
Increasing i > Increasing Quintie
32 —2 -1
3 —2
% - Least % —3
—5 —
zz profitable 72
Ben farms had the L2
A= highest level ‘é,
o 20 g
% 18 E *
: E
16 =
L 15
12
10
8 10
1999 2001 2003 2005 2007 2009 2011 2013
Year 4d \Q{)Q ’75@0 .-FQ\ qs}sb Pl/&‘b q;eb( fﬁg’ @Qb ’196\ q/d? #Q @.\Q @\\ QS?
KAnNsAs STATE voar4d ILANSAS J1ALE
8/20/14 3 UNIVERSITY 8/20/14 2 UNIVERSITY




Crop Production Costs
Fuel Costs per Acre by Quintile
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Crop Production Costs
Fertilizer Costs per Acre by Quintile
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Conclusions

The most profitable farms had the highest

depreciation and total crop expenses per acre

— Not quite as pronounced at the region level

Large increase in machinery investment

— Due to more equipment, more expensive equipment,
or newer equipment?

Machinery costs as a percentage of total crop

expenses is lowest on most profitable farms

— Better land?

Positive correlation between depreciation and

repair and maintenance — not expected
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