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Results

The net returns per program base acre for corn and wheat are presented in Tables
2 and 3, respectively. Which option is best depends upon the goals of the farm manager.
Two possible goals are examined in this study: (a) profit maximization and (b) the

establishment of an RCC under IFMPO or another program option with the highest net

returns.
Corn Rotations

If the manager’s main objective is profit maximization, given current program
constraints, the strategy for corn with the highest net return is participation in the basic
commodity program with alfalfa produced and harvested twice on normal flex acres and
optional flex acres (FLEX-2CUT) (Table 2). A comparison of alternative strategies for
normal flex acreage alone indicates that corn has the highest return with the exception of
alfalfa that is harvested twice. The return from alfalfa harvested twice on either normal or
optional flex acres is $72.70 per acre (Table 1). The return from corn on normal flex acres
is $46.29 per acre, and the return from corn that would be given up to plant another crop
on optional flex acres is $46.29 per acre plus deficiency payments of $40.80 per acre, for a
total of $87.09 per acre (Table 1). Under these conditions, optional flex acres should not
be planted to alfalfa and should be left in corn to maximize profits. If alfalfa could be sold
for only $50/ton rather than $65/ton, the strategy with the highest return would be the basic
commodity program with soybeans produced on normal flex acres (CP-BEANF). The
margin between CP and CP-BEANF is small. The reduced cost of not requiring a corn

rootworm insecticide on rotated acres makes it a more profitable strategy than continuous
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able 2.

Net returns ($/base acre) from corn production strategies with government programs.

osts and Net Returnst

Base in ARP
a. ARP Cost (ARPC)

Base in Normal Flex
b. Flex Return (RFR)

Base in Optional Flex
c. Optional Flex Return (OFR)

. Base in IFMPO
d. IFMPO Return (IFMR)

. Base in ARP-IFMPO
Harv. ARP-IFMPO Return
Nonh. ARP-IFMPO Return

e. TOTAL (AIFMR)

, Base in Prog. Crop
f. Prog. Crop Return (PCR)

| Base that are Def. Pay. Acres
g. Def. Payments (DFR)

teturn Over Variable Cost (NR)$
($/base acre)

esults with Alfalfa = $50/ton
teturns Over Variable Cost
($/base acre)

Strategies*
NCP cP CP-BEANF  FLEX-1CUT FLEX-2CUT IFM IFM-1CUT IFM-2CUT IFM-SEED IFM-GRAZE IFM-HAY
0.0% 5.0% 5.0% 5.0% 5.0% 0.0% 0.0% 0.0% 0.00% 0.00% 0.00%
$0.00 $ 1.00 $1.00 $ 1.00 $ 1.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
0.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0%
$0.00 $ 6.94 $ 6.24 $1.95 $10.91 $ 6.94 $ 6.94 $ 6.94 $ 6.94 $ 6.94 $ 6.94
0.0% 0.0% 0.0% 5.0% 5.0% 0.0% 0.0% 0.0% 0.0% 0.0x 0.0%
$0.00 $ 0.00 $0.00 $ 0.65 $ 3.64 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
0.0% 0.0% 0.0% 0.0% 0.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0%
$0.00 $0.00 $0.00 $0.00 $0.00 ($ 7.01) $1.95 $10.91 ($ 3.58) $6.53 $0.00
0.0% 0.0% 0.0% 0.0% 0.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
$0.00 $0.00 $0.00 $0.00 $0.00 $1.82 $1.82 $1.82 $1.82 $1.82 $1.82
$0.00 $0.00 $0.00 $0.00 $0.00 ($1.17) ($1.17) (51.17) (81.17) ($1.17) ($1.17)
$0.00 $0.00 $0.00 $0.00 $0.00 $0.65 $0.65 $0.65 $0.65 $0.65 $0.65
100.0% 80.00% 80.00% 75.00% 75.00% 65.00% 65.00% 65.00% 65.00% 65.00% 65.00%
$46.29 $37.03 $38.97 $37.30 $37.30 $32.67 $32.67 $32.67 $32.67 $32.67 $32.67
0.0% 80.00% 80.00% 75.00% 75.00% 80.00% 80.00% 80.00% 80.00% 80.00% 80.00%
$0.00 $32.64 $32.64 $30.60 $30.60 $32.64 $32.64 $32.64 $32.64 32.64 $32.64
$46.29 $§75.62 $ 76.85 $69.50 $ 81.44 $65.89 $ 74.85 $ 83.81 $ 69.33 $ 79.43 $ 72.90
$46.29 $75.62 $76.85 $65.75 $73.94 $64.95 $§71.10 $77.24 $68.39 $78.49 $71.96

d NCP - No Commodity program.

CP - Commodity program with program crop (corn) on required flex acreage.
FLEX-1CUT - Required flex acreage and optional flex acreage planted to
FLEX-2CUT - Required flex acreage and optional flex acreage planted to

IFM - IFMPO program acreage planted to alfalfa for rotation with

Two cuttings of alfalfa allowed on 50X of the ARP in IFMPO.
IFM-1CUT - Same as IFM - except 1 cutting of alfalfa allowed on IFMPO
IFM-2CUT - Same as IFM - except 2 cuttings of alfalfa allowed on IFMPO acres not in ARP.

CP-BEANF - Commodity program with soybeans planted on required flex acres.
IFM-SEED - Same as IFM - except harvest seed on 2.71 of the IFMPO acres not in ARP.
IMF-GRAZE - Payment made to graze IFMPO acres for 3.5 months, with the exception of the ARP in the IFMPO.

IFM-HAY - Payment made for 2 cuttings of IFMPO acres, with the exception of the ARP in the IFMPO.

{ All costs and returns are $/base acre.

$§ Return Over Variable Cost = b. + c. +d. + e. + £. + g. - a.

alfalfa with 1 cutting and rotated with the program crop.

alfalfa with 2 cuttings and rotated with the program crop.

the program crop and required flex acres planted to the program crop.
No harvest allowed on other IFMPO acres.

acres not in ARP.

See text and equations (1) - (8) for detailed explanation of how costs and returns are calculated.



Table 3.

Net returns ($/base acre) from wheat production strategies with government programs.

Costs and Net Returnst

X Base in ARP
a. ARP Cost (ARPC)

X Base in Normal Flex
b. Normal Flex Return (RFR)

X Base in Optional Flex
c. Optional Flex Return (OFR)

X Base in IFMPO
d. IFMPO Return (IFMR)

% Base in ARP-IFMPO
Harv. ARP-IFMPO Return
Nonh. ARP-IFMPO Return

e. TOTAL (AIFMR)

% Base in Prog. Crop
£f. Prog. Crop Return (PCR)

X Base that are Def. Pay. Acres
g. Def. Payments (DFR)

Return Over Variable Cost(NR)$
($/base acre)

Results with Alfalfa = $50/ton
Return over Variable Cost
(S/base acre)

Strategies*
NCP CP CP-BEANF FLEX-1CUT FLEX-2CUT IFM IFM-1CUT IFM-2CUT IFM-SEED IFM-GRAZE IFM-HAY
0.0X 5.0% 5.0% 5.0% 5.0% 0.0X 0.0% 0.0X 0.00 0.0 0.0X
$0.00 $ 1.00 $1.00 $ 1.00 $ 1.00 $ 0.00 $0.00 $0.00 $0.00 $0.00 $0.00
0.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0x 15.0% 15.0% 15.0%
$0.00 $ 5.66 $ 6.24 $1.05 $10.01 $ 5.66 $5.66 $5.66 $5.66 $5.66 $5.66
0.0 0.0X 0.0X 5.0 5.0% 0.0% 0.0% 0.0x 0.0% 0.0X 0.0X
$0.00 $ 0.00 $0.00 $0.35 $ 3.34 $ 0.00 $0.00 $0.00 $0.00 $0.00 $0.00
0.0% 0.0% 0.0 0.0% 0.0% 15.0% 15.0% 15.0%2 15.0% 15.0% 15.0%
$0.00 $ 0.00 $0.00 $ 0.00 ~$0.00 ($ 7.91) ($1.05) $10.01 (S 4.48) $5.63 $0.00
0.0% 0.0x 0.0% 0.0% 0.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
$0.00 $0.00 $0.00 $0.00 $0.00 $§1.67 $§1.67 $1.67 $1.67 $1.62 $1.62
$0.00 $0.00 $0.00 $0.00 $0.00 ($1.32) ($1.32) ($1.32) (81.32) ($§1.32) (81.32)
$0.00 $0.00 $0.00 $0.00 $0.00 $0.35 $0.35 $0.35 $0.35 $0.35 $0.35
100.0% 80.0% 80.0% 75.0% 75.0% 65.0% 65.0% 65.0% 65.0% 65.0% 65.0%
$37.74 $30.19 $§30.19 $28.30 $28.30 $24.53 $24.53 $24 .53 $24.53 $24.53 $24.53
0.0X 80.0% 80.0X 75.0% 75.0% 80.0% 80.0%X 80.0X 80.0% 80.0% 80.0%
$0.00 $18.20 $18.20 $17.06 $§17.06 $18.20 $18.20 $18.20 $18.20 $18.20 $18.20
$37.74 $53.05 $53.63 $45.77 $57.71 $40.83 $49.79 §58.75 844 .27 $54 .37 $48.74
$§37.74 $53.05 $53.63 $42.02 $50.21 $39.89 $46.04 $§52.18 $43.33 $53.43 $47.80

* NCP - No Commodity program

CP - Commodity program with program crop (wheat) on required flex acreage.
FLEX-1CUT - Required flex acreage and optional flex acreage planted to alfalfa with 1 cutting and rotated with the program crop.
FLEX-2CUT - Required flex acreage and optional flex acreage planted to alfalfa with 2 cuttings and rotated with the program crop.

IFM - IFMPO program acreage planted to alfalfa for rotation with the program crop and required flex acres planted to the program crop.
No harvest allowed on other IFMPO acres.
IFM-1CUT - Same as IFM - except 1 cutting of alfalfa allowed on IFMPO acres not in ARP.
IFM-2CUT - Same as IFM - except 2 cuttings of alfalfa allowed on IFMPO acres not in ARP.
CP-BEANF - Commodity program with soybeans planted on required flex acres.

Two cuttings of alfalfa allowed on 50X of the ARP in IFMPO.

IFM-SEED - Same as IFM - except harvest seed on 2.7X of the IFMPO acres not in ARP.

IMF-GRAZE - Payment made to graze IFMPO acres for 3.5 months, with the exception of the ARP in the IFMPO.
IFM-HAY - Payment made for 2 cuttings of IFMPO acres, with the exception of the ARP in the IFMPO.

t All costs and returns are $/base acre.

$ Return Over Variable Cost = b. + c. +d. + e. + £. + g. - a.

See text for detailed explanation of how costs and returns are calculated.
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