By W. A, Tinsley
Dept. of Agricultural Economics

Fansers who HiRE or do custom work face the prob-
lem of determining a charge for the services. To help
them, this pamphlet presents a summary of custom
rates in common use in Michigan in 1964.

These rates are not set forth as those which
should be charged, These are rates reported by a
panel of 250 Michigan farmers who hire or do custom
work.

Rates may vary in the same area because of differ-
ences in the size and type of equipment, distance to
the job, quantity of materials furnished and services
performed. However, the reported rates do help in
establishing charges.

Often farmers have to determine custom rates for
new or unusual custom jobs when there are no pre-
vailing market rates for these operations. A second
section of this folder contains some guidelines for
figuring such rates.

A big question most farmers face is whether
machinery should be owned or custom hired. A third
section of this folder suggests means of analyzing
which is the more profitable alternative.

PART | — CURRENT CUSTOM RATES

Prevailing Rates

Tables 1 and 2 contain both the range of rates for
a number of Michigan custom operations and the most
common rate or rates reported. More than one most
common rate is reported in cases where there were
ties in the most popular rate,

Machinery Rentals

Only a few farmers reported renting machinery.
Therefore the machinery rental rates in Table 3 are
shown as guides only, rather than as established rates.

Area Rate Differences

Most of the reports for large equipment come from
southern Michigan and are more representative of this
area than of others. Reports on smaller equipment
were more numerous from the southern part of the
Lower Peninsula and the Upper Peninsula. Rates in
this area were often reported on an hourly basis.
Hourly rates are a better basis of payment for custom
work in northern Michigan.




TABLE 1.—Rates for Custom Work in Michigan—1964

(Charges include machine, tractor, and operator or usual crew.)

Custom Job and

Acre Rates

Hourly Rates

Equipment Most commen Most common
Usual range rate or rates Usual range rate or rates
CHOPPING HAY AND SILAGE
Pull type chopper and blower with:
1 man, 1 tractor, 2 wagons % 8.00-13.00 $10.00
2 men, 2 tractors, 2-3 wagons 10.00-15.00 14.00
Self propelled chopper Varies with
2 men, 2 tractors, 3 wagons 17.50-30.00 size crew
SILO FILLINGs
10 foot silo § 300
12 foot silo 3.00
14 foot silo 4.50
20 foot silo 10.00
COMBI NG
Small grain
5- 7 foot 5.00- 7.00 5.00-8.00 5.00- 7.50 6.00- 7.00
§-12 foot 4.50- 8.00 5.00-6.00 10.00-16.00 12,00
10-14 foot 5.00- 7.50 6.00 10.00-18.00 14.00
Field beans 5.00- 8.50 7.00-8.00 7.00-10.00 9.00
Soybeans N 5.00- 7.50 6.00 5.00- 9.00  7.00- 9.00
Alfalfa and clover seed 5.00-12.00 6.00 T.00-8.00 700
PICKING CORN
5.00-10.00 5.00-6.00 5.00- 8.00 8.00
2 row picker 5,00- 9.00 6.00 7.00-10.00  7.00- 8.00
Picker sheller 5.00-10.00 7.00-8.00% 8.00-11.00  9.00-10.00
OTHER HARVESTING WORK
Roto beating potatoes 2.00- 5.00 3.00
Digging potatoes 6.00-10.00 6.00
Swathing grain 1.50- 250 1.50-2.50
HAYING
Mowing L.00- 3.00 1.50 4.00
Conditioning, or crimping 50- 3.50 1.00-1.50 3.50- 450
Raking, side d - 2.8 1.00 4.00
Sclf propelled swather 4.00 4.00
(12 with conditioner)
FIELD BALING Hate per bale dropped
Automatic baler on ground*
Hay (twine) 07- .14 10 68.00 6.00
(wire] 12- .17 .12- .14 6.00- 7.00 6.00- 7.00
Straw (twine) 08- .14 10 B.00 6.00
(wire) | Jd0- 16 J12- .14 6.00- 6.50 6.00- 6.50
Hauling bales to barn | 05 .12 05
|

*Some charge $1.25 to $2.00 per tom of silo capacity.
¥Many mentioned $5 per scre plus Se per busshel
*Masy reported o more when & wagon was pullsd behind the baler.




TABLE 1.—Continuved

. (Charges include machine, tractor, and operator or usual crew.)
Acre Rates | Hourly Rates
Custom Job and — A .
Equipment Most common | Most commeon
Usual range rabe or rates Usual range rate or rates
PLOWING
2-bottom $ 5.00 $ 3.00-
d-bottom 5.00 | 3.00- 7.00
4-bottom 5.00 5.00- 8.00
5-bottom 5.00 4.50- 850  6.00- 7.00
DISKING |
7-foot . 50- 1.50- 2.00 | 3.00- 6.50 5.00
8-foot R 50- 3.00 2.00 | 3.00- 6.50 5.00
10-foot i 1.00- : 1.50 3.00- 6.50 8.00
DRAGCING
2-section 1.00- 2.50 L.00 3.00- 5.00 5.00
3-section aaiie 1.00- 1.00 3.00- 5.00 4,00
4-section o 50- 2.50 1.00 3.00- 5.50 5.00
. PACKING
Cultipacker S L 50- 3.00 L50 3.00- 550 4.00
MANURE HANDLING
Loading with tractor 2.00- 5.50 4.00
Spreading i 250- 8.50 4,00
DRILLING {Small grain and beans) ‘
With fertilizer . 1.50- 3.50 2,00 | 250- 6,00  4.00- 6.00
Without fertilizer : 150 | 3.00- 6.00  4.00- 5.00
Band seeding i 1.00- 3.00 2,00 4.00- 6.00 4.00
- -
PLANTING SUCAR BEETS 3.00 |
== S SR Y] (- |
PLANTING CORN (without fertilizer) |
Z.row planter 1.00- 2,00 2.00- 5.00 4.00
d-row planter 1.00- 2.00 4.00- 5.50 5.00
PLANTING POTATOES 5.00- 7.00 5.00
CULTIVATING
1.50 | 2.50- 5.00 3.00

. Z-row cultivator

d-row cultivator 00- ¢ 1.50 4.00- 5.00 5.00
4-row rotary hoe 50- 3.50 1.00 4.00- 5.00 4.50




Errata - Rates for Custom Work in Michigam, Extension Bulletin, E-U458.

Table 1, the silo filling rate should be identified as
"rate per foot of silo" rather than as an acre rate.



TABLE 2 — Rates for Miscellaneous Custom Work

{Includes machine and operator or usual crew, )

: Most common
customjoB | Ba5sof |y vange | rate or
¥ | charge & e
Spraying |
(no materials) |
Row crops | hour $2.00- 6.00 54.00
acre 1.50
Orchard hour 6.00
Weeds acre 1.00
Bulldozing hour
7" blade 10.00-12.00
10" blade 14.00-15.00
| 18.00
i rod 1.00- 1.25
Buzzing wood hour 34.50- 4.00
Chain-saw work hour 3.00- 4.00
Trucking hour 5.00
| mile 20-
Grinding feed | cwt Jo- 15
Tree planting thousand | 10.00-14.00 10,00
Boring post holes. | hole JA10- .20 A8
hour 3.00- 6.00 5.00
Plowing snow hour 4.00- 8.00 5.00
Brush chopping—
orchards hour 4.00-10.00 | 6.00-10.00
Bulk spreading—
Tertilizer acre L00
ton 2.00
Applying
anhydrous
ammaonia : nere 50- 4.00 | 1.50- 2.00
Dusting potatoes acTe L00- 200 | 1.00- 2.00
Shelling com bushel 04- .12 .05 TABLE 3 — Mnchinar‘r Rental Rates
hour 5.00- 8.50 | 5.00- 8.50 { Charges shown as guides rather than as established rates. )
Drying corn® bushel 04- .13 10
head 50- .70 _,?n Machine “:';:'I“mzf | i:\:n:tc:!d
acre .75- 25- 1.50 s L1, |
Small tractor without op hour |
i & i Large tractor without opera hour
i 1.50- L5 Truck, 1 ton or smaller hour
Lk 1.00- 1.00- Truck, 1% ton or larger | hour
acre 1.50- ncre | 100
Backhoe hour 8.00-13.00 nere 50
Dragline— | sere 150
¥ oo, vd. hour 12.00 acre 2.00
thousand 3.00
Sprayer S ate w ey piie] | CAORY 50




Part Il = How to figure custom rates * *

If you are hidng or doing custom work, the following will help you set the custom rate. Custom rates are based on (1) tra

or usual rates set in the community, (2) bargaining position of both parties, and (3) costs of operating the machines on your farm,

Here is how the machine cost of operation can be determined

A. Ownership cost per unit (acre, bushel, ton, hour)

Depre: wEe e PP
Interest: Interest rate X original cost + 8% . ... ociiiiiiiiiiiiiiiiiiians —
Repaire: Estimated 2 to 5% of origins P e FRE R A el
Tazes and insurance: Estimated 1 to 2% of original cost. .......ovvviienns —
Total ownership cost annually .......covciieniiiiieiiinininieniinninese
Ownership cost per unit: Total ownership cost <+ estimated annual
e ... i (b, acre, ton, hour) {A) & =

B. Operating cost per unit (acre, hoor, bushel, ton}

Tractor: Gas, ofl, repalr
Gal, goa por ool 3¢ poloa M LIDF ovcvvnronronrinsssnsnninrasnns

Machine: Gas, ofl, maintenance

Gal ga por unit 3 proe X LI ocsivisinrssnssissirsssrsness S —

Labor: Hours per unit » wage rate. If acres, bushels, or tons, divide the wage

rate by acres, bushels, or tons per hour .....ccoviiiiaiiniiiiisnnses

Total operating cost per unit . R e e e i a aw ice (B) 8

C. Total ownership and operating cost (A plus B) per unit . ermros o L S

D. Custom rate (per acre, hour, bushel, or ton)

Total ownership and Operating cost adjusted for tradition,
bargaining power, or risk.

*Interest on de % balance basis,




Part lll = Farm machinery — should you own it? * *

e machine on
cost b the

To decide if you should own a machine, compare the custom rate with the ownership and operating cost
your farm. Use the following worksheet to determine cost of ownership and operating the machine, Compare th
custom rate in your arca.

1. Determination 1=What will be the annual cost of owning and «

Orwnership Cost

. Original cost—salvage value
Depreciation: ———————— e R R ean B . -
estimated life

Interest: Interest rate * original cost

Repairs: Estimated 2 to 5% of cost..........

Taxes and Insurance: Estimated 1 to 2% of cost. .. ..oooiiiiiiiiinniiiiiiin. O ——

Total ownership cost annually: (A) & =

Ownership cost per unit: Total ownership cost + estimated anmual use
(bu., acre, ton, hour) 5 : 5 = (B) &

Operating Cost per Unit

Tractor: Gas, oil, repair
Gal, gas per unlt X price 3 LIOF cuvvivsniismsivisssnsisisnnssiisnisss P

Machine: Gas, ofl, maintenance

Gal. gas per unit X price % 110% ....

Labor: Hours per unit % wage rate. If acres, bushels, or tons, divide the wage
rate by acres, bushels, tons per hour ...............

Total aperating cost per unit ¥ SR A Sauns {C) &

Total ownership and ope g cost per unit (B 4 C) .. . Aoa HAL R e (D) §

2. Determination 2—Will it cost more to own it than to hire it done?
Custom rate (peo tables I and 8) .civvviinviniiiivmnissiivrsssvsnninss (E) & -

d timeliness of

If ownership and operating cost exceed the custom rate, purchase is not desirable unless loss of production »

operation are an important factor. One should also consider alterr + uses for capital and labor in another part of the farm
business.
3. Determination 3—What acreage (or number of other units) Is necessary to justify purchase of this machine
Total ownership cost (A - )
d = - acreage {or number of other units)
stom rate—operating cost (E — C = — )
needed to justify ownership,
Note: Other factors that might help justify a purchase are: Other factors that might be unfaverable toward purchase are:
1) Possible losses due to untimeliness, 1) Better alternative use of capital.
2) Possibility of doing custom work. 2) Alternative value of tractor and labor saved if custom
work is hired.

3) Possible to do job with smaller machine,

*Interest on declining balance basis.
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