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By Gerald D. Schiwab, D of A Itural E i

Custom hire of machine services may be viewed as
an economically desirable alternative for many farm-
ers. For farmers having a relatively small land base
and/or limited labor availability, the hiring-in of ma-
chine services enables these farmers to employ mod-
ern machine technology at a cost that may be lower
than owning and g their own hine. For
farmers who own machines, custom hiring-out the ma-
chine serves as a means to lower the cost per unit of
production for owning the particular machine. Fur

the

example, by custom hiring-out a hi

hip costs of d and in-
terest are distributed over more acres and usually re-
sults in a lower machine ownership cost per acre.

Farmers involved in custom hire often have diffi-
culty in determining a fair charge for both the ma-
chine owner and the machine hirer. The market for
machine services may not be well established, The
machine custom-hire rates reported on the following
pages can be used as an indicator or guide, but not
as an absolute in establishing a fair charge, The range
of rates for the state is quite large. The variability of
the rates may be partially attributed to lack of knowl-
edge, and differences in topography, climate, soil
conditions, field size, location, equipment size and
condition, timeliness, and services performed by a
particular machine or operator.

The price data were gathered in April-May 1975
from selected Michigan farmers. The usable responses
numbered 328 and are distributed throughout Mich-
igan and its nine crop reporting districts as indicated
in Figure 1.

COOPERATIVE

EXTENSION SERVICE

Figure 1. Farmer Responses in each Michigan Crop

Reporting District (in parenthesis).

Total Responses — 326,

Tahles 1 and 2 present the custom-hire cost data for
the state and for each of the nine crop reporting dis-
tricts. The number of Michigan farmers reporting each
custom-hire service is given as is the range of rates
for the state and the average rate for the state and
each crop reporting district. A blank indicates that the
information available was inadequate to report be-
cause of insufficient number of responses. This is due
to misunderstanding of the information requested or
because such services are not used in the particular
area.

Part 11 suggests a technique for ng.nng the cus-
tom rate y to cover
costs, A more bmw question that should be asked and

1 h hinery should be owned or

is

custom hired. Part 111 presents a means of analyzing
these alternatives and determining which is most
profitable. Many county offices offer computerized
assistance for answering this question. Check with
your local extension office for details.

o MICHICAN STATE UNIVERSITY




“AB33 [WIEN 20 30393840 SUFEINE puN ‘[8Rj ‘isncd ‘smpyam sparaup safivyo ‘padon sisy ddedxy [

= = = - A = - | ootzr-ooy ] O0-A8 5T 25:
- 00y - - - - - 00°Z1-05"€ [ e “ok &
= T'5 - - - = - 00°21-00"€ ¢ T-A03 § 2EE &
[T 00°8 - - ose - - 00°02-00°Z st - oy LA
oy - - 00" 00°% - 05 L=05"T T COy-n03 y §%4 &
oy |y 00§ - 00°% - 00°5-00"F 5T £ -h03 ¥ mmb ¥
h Ts &
458 ¢
(aw8) T304 Wt Bt &
= 059 - 05°E - - - - 00" 05T £ T 853
ooty 00y 00'L as'E - = - - 00" 800" 9 WOE=m03 71 Eigs %
= L] T 05°E = = = = = 00" §-00"F £ WIE-R03 § Y8 B
- 5°€ Y * = - - - - 00°§T-00°T € wpE-mo § m 55 8
60°E ¥ee 08K - = - 00°§-00"T T mdw = o
0o°s os'E 00°E sz'e - 05"z - 00°5-05°T 6 5583 3
S8 2
(3w5) awappraseg og R
suveqion § usod - SapIuwry £33 F
Biow B
oy oy 00"g - - - - 9" 6 JIE b, W
00°¢ oL 00°¢ - - = 06°2 51 e fzyf
Lid L% 00"E = o'z S6T o W91 Test
(aw/4) Supmoazm de.m
0oy st*g [ - 005 - 0OTOT-0ETT ALK 60 wm Lx
sty ooty ooty ooy 00§ 0"y 00°6-00"T 06°C T mhnm
00°¢ a0°E 00y - o5y - 00°E 00°6-00°T  §8°C E38T
00°§ - - - 00°¢ - "y 0°6-00"2 Ty oAk
(w5} Rupysyo =9EE
3] 055 oo's = - - - - ot o1 T mmw.
s (3444 006 - - - - - L . B ﬂu-ﬂ..l
ELTE I U s C TR ; “muu
006 ~ - - - % 00°5T-02°1T n ] mmu
006 - - N > 00°§1-02° T 81 ¢ Efc1
056 0o0t 008 - 00" 51021 L ] Eugk
058 = £ER 00%% - 178l 00" ZT-00"T T s mm.ﬂn
05*L 00*L 00*@ 00°% 9 = 00 ZT-06" € 61 v e
006 00°L 009 05 < (] 00" ZT-00"§ 61 =o3304 [ E4gE
pavogpron-Butacts k.
(3w5) wedt3amag ofwTIRL £9EY
=E3:
= = 000y B o 00°SZI-00°ST  0°1¥ 3 afracg B2
0o'st o0t sT i 000y | 00°09-00°% 16762 2z | (samsmaajnbaz upwal ppemg m.m 25
- - w - 00°WET-00°  00'4Z 1] Joquy puw suwagios cdgl
00*08 0G*SE st - 00" 0CT-00"0T (10 4 o BICTYITE [T sapniauy) £ 5 ||nM.
{om/g)  sawy Sopmang moaeny EEE
L 4
9% 29 0% {31 LIt L1 [ = QOT-S8T tes e (*emfg) aoqey paayy eeI-TIRg = wm.m
ECE"
65" v ES'Z £1°2 'z LS "z 0STE-DE'T 6T Liid = nmr_
= ggig
00752 19752 00°02 - 00" 81 - - = - 00°0Y-00"5  TLU0Z ] TE w.m
00°%2 0O°gT 00°07 00T = - - - o0 8T z U5
006 921 00"L1 0§°21 058 - oty = £0°T 3 =Et
05Ty 000t L2701 L = 00§ 0TIt oot 4T 0Tt o | 231
o0ToT 0ste 0% = = = = = ot | w0'8 1 Ezi
= sL°L 76" LN oot - 150 (3811 (75 ] oz Edx i
| [ELTTE wm ".m
(paoTpuvl 4q payspuing peng) 2T i~
aholy 194 WHIVH TVINSY I033WAL me E
oiuIaAy  a¥eiaay  eSwaeay  evasay  eduisay SHwasay  oBRasAy  SREIeAY | s¥iwy  o¥vdsay  waaodey 2 wm.m
5 i L 9 L1 . | S 1 | sang LT ~of RG2E
T LET0 DKILE : = AT _ IKARATODG OV WOF WOLSND
1

vSauY wolsny | JgeL




Waasay

TWeaany

" ooy

Wessay  o¥waaay : -l
¥ £ z .

VO THITH
oy doxy

wpanunue]) ‘sajry ‘d T 99vL

23723850




Table
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Part II-How to figure custom rates’

are hiring or doing custom work, the following will help you set the custom rate. Custom
ed on (1) tradition or usual rates set in the community, (2) bargaining position of both
and (3) costs of operating the machines on your farm.

rates are ba
partie

Here is how the machine cost of operation can be determined:

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

Original cost-salvage value

Depreciacion:

estimated life
Interest: Interest rate X original cost == 2%% ., .. .. .........
Repairs: Estimated 2 to 5% of original CoBt ....ovvevnvasasaans

Taxes and insurance: Estimated 1 to 2% of original cost .......

Total ownership cost annually ....vvcvreiraricrinnasninnnnnanans

Ownership cost per unit: Total ownership cost = estimated annual

UBB.uusiauinsnnsassnnssensnssnsanssassssssss(bllay BOCE, ton, hour} (AY §__

B. Operating cost per unit (acre, hour, bushel, ton)
Tractor: Gas, oil, repair

Gal. gas per unit X price X L.10%** ... ...

Machine: Gas, oil, maintenance

Gal. gas per unit X price X 1.10%%%

Labor: Hours per unit X wage rarte. If acres, bushels, or tons,

divide the wage rate by acres, bushels, or tons per hour ....

operating cost par WAL .i...isiesasasraiiasnisidaiaaaais (B) §__

C. Total ownership and operating cost (A plus B) per unit ....ouves 5

D. Custom rate {per acre, hour, bushel, or ton)...coveves P . 5
Total ownership and Operating cost adjusted for tradition

bargaining power, or risk.

RELITE T. R. Nodland and H.

Routhe, Extension Pamphler 13&, Universicy of Minnesota, June 1961.

**Interest on declining balance basis.
***The addition of 10T to gasoline cost is for oil and minor maintenance.




Part III- Farm machinery - should you own i

Te decide 1f you should own a machine, compare the custom rate with the ownership and operating
cost of the machine on your farm. Use the following worksheet to determine cost of ownership and oper-
ating the -machine. Compare this cost with the custom rate in your area. For computer help ask your .
extension agent for Telplan Program 03,

1. Determination 1-What will be the annual cost of owming and operating this machine?

Owmership Cost
Original cost-salvage value
Depreciacion: R
estimated life

Interast: Interest race X original coat == Z#%

Repairs: Estimated 2 to 5% of cost .

Taxes and Insurance: Estimated 1 to 2% of oSt c.vuveurniinnirannnnn

Total ownership cost anmmually? ..icvevicscsorasasssnssasssasssnasasas (A) §

Ownership cost per unit: Total ownership cost =+~ estimated annual uwse
{bu., acre, tonm, hour) ... + (B) 3

Operating Cost per Unit
Tractor: Gas, oll, repair

Gal. gas per unit X price X L.10%®h . . iiiiiriiiiinnasaaans
Machine: GCas, oil, maintenance

Gal. gas per unit X price X 1.10%®h | .. . .. . .cicciiennannnnaans

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

Total operating coSt Per UNAE ...uceevreccsnsncsssssnsssnnansssnnnnnss {c) §

Total ownership and operating cost per unit (B + C) ..cvvvnvannnnnans (D) §

2. Determination 2-Will {r cost more to own it than to hire it done?

Custom rate (see tables 1 and 2) . sesne . . . (E) §

If ownership and operating cost exceed the custom rate, purchase is not desirable unless loss of
production and timeliness of operation are an Important factor. One should also consider alter-
native uses for capital and laber 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?

Toral ownership cosr (A )

__acreage (or number of other units)
Custom rate-operating cost (E — C = )
needed to justify owmership.

Hote: Other factors that might help justify a purchase oOther factors that might be unfavorable
are: 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.

*Source: T. H. Nodland and H. G. Routhe, Extension Pamphlet 134, University of Minnesota, June 1961.
#*Interest on declining balance basis.
*#*The addition of 10X to gasoline cost is for oil and minor maintenance.




