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ABSTRACT 

This publication describes an integrated corn marketing plan 

and provides worksheets for use in developing the plan. A marketing 

plan provides a systematic method for evaluating all marketing 

alternatives and choosing a strategy that helps you obtain the most 

profit from your crop. 

The marketing plan consists of five sections, each covering a 

different aspect of the marketing decision process. First, a break

even price for corn production is developed. In the next two 

sections, marketing alternatives for the crop before harvest, while 

it is still in the field, and after harvest during storage, are 

evaluated, given current market conditions. Fourth, an income 

statement is developed that splits income between production and 

storage to provide an important overview of the p~ofitability of the 

entire operation. Finally, a cash flow accounting section is 

included to ensure proper timing of inflows and outflows. 

An additional aspect of this plan is that it is available as a 

computer Spreadsheet. This provides the plan with increased speed 

and hence flexibility. After the current market situation has been 

\ inputted, new price information can be added as needed and the impact 

on all marketing alternatives can be evaluated in a matter of seconds. 
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A MARKETING PlAN FOR NORTH CAROLINA 
CORN PRODUCERS 

T. E. Nichols, Jr. and R. A. Skewes 

Introduction 

Farming is risky business. The two basic types of risks 
'\ 

faced by farmers are price risk and yield ·risk. Farmers face 

price risk because they have only limited control over the prices 

they receive for their products and there is never any guarantee 

of receiving a profitable price. Yield risk is the chance that, 

even if the producer does everything he can, circumstances may 

work against him and redu~e his yields to an unprofitable level. 

Weather is the biggest factor in yield risk although other 

factors such as pests and disease do enter in. 

Throughout history farmers have concentrated on reducing 

yield risk. Land grant colleges and The Extension Service 

originally were established to reduce yield risk. With the 

widespread use of hybrid seed, fertilizer, herbicides, pesticides 

andirrfgatibn, farmers have been quite successful in 111tnimizing 

their variability. 

Price risk, on the other hand, has been virtually ignored. 

Given the nature of agricultural markets, most people feel they 

have no control over the price they receive~ Although this is 

true of a specific time in a specific market, it is not true 

generally. A producer has quite a bit of control over when and 

where he delivers his crop and at what time he prices his 

product. Marketing, or the process of analyzing all potential 

T. E. Nichols, Jr. is Phillip Morris Professor and R. A. Skewes 
is Research Associate, Department of Economics and Business, 
North Carolina State University, Ralefgh, NC. 



outlets ~rir a product to get the best possible price, is the best 

way a farmer c.an .reduce price risk.· Like yield risk, however; 

pr i ce r ; s. k can. never be c om p 1 et e l y e 1 i mi n ate d . 

This publication is designed to help producers reduce their 

pr i c e· r i S:;k t h r o u g h . t h e i iii p rove men t of t he i r m a r k et i n g s k il 1 s . 
· .. 

To do t h i 's , t he ; m a r k et i n g pr· o c e s s i s d i v i de d i n to f o u r d i ff ere n t 

subprocesses and an income statement~ First a breakeven analysis 

is used to determine the minimum price needed. This is an 

important first step because a producer needs to know his costs 

so he knows when the market is offering a profit. Seco~d, a 

marketing alternatives analysis is pro~ided so the producer 

can monitor a number of different marketing alternatives at any 

time during the production process~ Third, .a marketing 

alternatives analysis for the stored crop helps answer questions 

concerning the profitability of storage. An income statement is 

included so gross and net income from all sources can be 

compared to present net income on a per-bushel and per-acre 

basis. Finally, a cash flow analysis is made to aid the producer 

in opti~izing the timing of his cash inflows and outflows. 

· · ' Add i n g to the attract i v en es s of t h·i s pl an i s the fact th at 

it is available as a computer spreadsheet, which greatly reduces 

com~utations and increases its usefulness. As a computer 

spreadsheet, any price can be changed to reflect changing market 

conditions or different possible outcomes, with new re~ults 

calculated in a matter of seconds .. 

This marketing plan will not eliminate all risks. It will, 

· however, reduce -price risk as much .as possible and give a good 

accounting.of "where it all goes." 
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CORN PRODUCTION COSTS A~D BREAKEVEN PRICE 

Knowledge of production costs and breakeven pri.c~ is 

i~portant in the development of a good marketing plan. The 

breakeven price helps determine when to begin contracting a 

. sales price for the crop. In most years, pricing and delivery 

decisions must be separated to obtain the most profit. Without 

knowledge of production costs and breakeven prices, producers 

cannot know when the market is offering a profit or loss. A 

simple procedure for figuring the breakeven price for corn is 

shown in Table l. Information needed to comp1~te this worksheet 

includes variable and fixed costs of production, land cost~ and 

expected yield per acre. Data can be obtained either from 

your farm records or from enterprise budgets available from 

County Extension Offices. Tables l .l and l .2 show a corn 

enterprise budget for the Coastal Plains area. 

A special note about the NCSU estimates. These figures are 

for an operator in the designated area who is using currently 

accepted production techniques; they are not just averages for 

all types of practices and production conditions. The biggest 

differences betwee~ your estimates and the NCSU estimates will 

be for machinery costs because the NCSU estimates are for new 

equipment held for only approximately half of its useful life. 

Therefore, your estimates of tractor afld machinery expenses 

most probably will be lower than the NCSU estimates. This will 

also lower your operating capital expense estimate. 
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Table l. CORN BREAKEVEN PRICE WORKSHEET 

NCSU E t. t s 1ma e y our E ~t1mate 
Li~e I I Sub· l Totals 

Sub-
Item totals totals Totals 

1 Variable costs 

2 Lime $ 8.99 

3 Seed corn 20.80 

4 0-0-60, dr_v bulk 17.32 
5 Dry fertilizer spreadinq 4.50 

6 30% liquid nitroqen 28.73 
7 Liquid fertilizer spreadinq 10.00 
8 Preemeroe herbicide 14 .14 
9· Insecticide and nematocide 9.70 

10 Other -
11 -
12 Tractor fuel & lube 4.97 

13 Tractor repair cost 1. 93 

14 Machinery fuel & lube 4 .14 

15 Machine~v repair cost 6.00 

16 Operatinq capital expense 8.21 
17 Labor 8.87 

18 Total Variable Costs $148.30 $148.30 

19 
20 Fixed costs 

21 Tractor investment $ 3. 77 

22 Machinery investment 15.51 

23 Tractor dep. , taxes. insur. 3.32 .. 
24 Machinery dep., taxes. 1nsur. 18.65 

25 Total Fixed Costs s 41.25 $ 41.25 

26 

27 Land costs 45.00 45.00 

28 Total Costs Per Acre $234.55 

29 I ·----· - ------;--

_30 __ Co st s ~ bushel/breakPven f,r1;:.es ·--- -------+-
31 Pessimistic (55 bu./acre) S 4.26 1 

32 Average (80 bu./acre) -------------=-2~.9=-=3'-+-------~-
33-.____;0~p~t~i~m~is~t~i~c~(~ll~O=-=-b~u~./~a~c~r~eL) ________ ___c2~.~1~3--1 _______ _ 
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CORN BREA KEVEN PIU CE WORKSHEET 
DIRECTIONS AND EXPLANATIONS 

... Variable Costs: A subdivision of total costs~ These are costs that. 
change as you change your level of production. This is an important 
subdivision because if you cannot recover these costs, you will be 
better off not producing. o. f t · .·r·.· bl 1 2 

~e erence . o a e • · 
Une A2. 

- NCSU estimate 16 lbs. x $1.30/lb. = $20.80 line A3 
Your estimate x = 

- NCSU estimate 2.0 cwt. x $8.66/cwt. = $17. 32 Line A4 
Your estimate x = 

NCSU estimate 1 acre x $4. 50/cwt. "' $4.50 line AS 
Your estimate x = 

-.NCSU estimate 4.67 cwt. x $6.15/Ct'llt. = $28.73 line A6 
Your estimate x = 

~ NCSU estimate 2 acres x $5.00/acre = $10.00 line A7 
Your estimate .x = 

- NCSU estimate 1 acre x $14.14/acre = $14.14 Line AB 
Your estimate x "' 

The NCSU estimate is comprised of 2 quarts Lasso Jmd l~ quarts 
Atrazine per acre. · 

line #9 - NCSU estimate 1 acre x $9.70/acre"' $9.70 L foe AlO 
Your estimate x - · 

The NCSU estimate is comprised of 6~ lbs. Furadan 15-G per acre. 

Lines #10 & 11 - Other: Any other costs you incur as a result of growing 
this season's corn crop only. These may include irrigation or 
postemerge herbicide expenses. Do not include any costs you 
would incur even if you did not grow corn. 

line #lt - NCSU estimate $4.97 
Your estimate 

Reference line Bll, Table 1.1 

If you do not have a reasonable estimate of your tractor fuel and 
lube costs. a simple approach would be to take your total tractor 
fuel and lube costs times the proportion of your tractor time spent 
on corn divided by the number of acres of corn produced. 

Total fuel and t of tractor . • acres of _ Average fuel & lube 
lube costs x time used in corn ' corn produced - cost per acre of corn 

Line #13 - NCSU estimate $1.93/acre Reference line Bl2, Table 1.1 
. Your estimate 



Line #14 -

Line #15 -
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f-0 '-C'.te agJin, if you do not have a reason1ble estimate, you may 
figure it a~ in line #12 .. 

NCSU estimate $4.14/acre Reference line 813 Table 
Your estimate 

NCSU estimate $6.00/acre Reference line 814 Table 
Your estirrate 

1.1 

1.1 

Line #16 Note that the NCSU estimates for lines 12-15 were derived using 
the Oklahoma budget generator and are not explicitly presented 
in Tablesl.l or 1.2. The necessary calculations are cresented 
{n the Appendix to this chapter. 

Line #16 - NCSU estimate $8.21 
Your estimate 

This is an estimate of how much your production expenses cost 
or the opportunity cost of your money. The idea here is to realize 
that by putting your money into producing corn, you are giving up 
income that the money could generate elsewhere, say in a money 
market account. The method for deriving this estimate is as follows: 

(T) Obtain the monthly interest charge for each expense by dividing the 
annual interest rate by 12. If you have paid for all inputs in cash, 
use tne 1nterest rate your money would earn at your bank. 

(2) Multiply the monthly interest charge by the number of months 
until harvest (September) from the time of expenditure. 

(3) Multiply the number obtained in (2) by the expenditure. 

For example~ the operating capital expense in March would be calcu
lated as: 

( 1) · 13 - .0108 12 -

(2) .0108 x 6 mos. = 

(3) Potash 
Spreading 
Machinery expense 
Machinery 1 abor 

.065 

$17.32 
4.50 
3. 72 
1.485 

527.025 x 

Reference to Table 1.2' 

Line .L\4 
Line AS 

Lines F3 + F4; $1.40 + $2.32 
line 01; .33 x $4.50 

.065 = $1.757 

Hence, each expense is assumed to be paid at the time the input is applied. 
The 13 percent annual rate is the return our money could be getting else
where. Similar calculations are done for each month and then added 
together to get our estimate of $8.21. The method used in Table 1.2 
is different. There, a weighted average of each monthly expense is 
calculated by the number of months until harvest divided by 12 
are added together and multiplied by an annual interest rate, here 13%. 
The weighted production inputs are shown in line C of Table l .2, and 
the weighted labor expenses are shown on line 02. To get our estimate, 
( .695 x $4.50) + $60.00 = $63.13, ($63.13) x .13 = $8.21. Both methods 
provide the same result. However, for the average producer where each line 
of credit is assessed a different interest charge, the method oresP.nted 
above is perhaps superior. 
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Line 117 - NCSU est~mate 1.97 hrs. x $4.50/hr. = $8.87/acre 
Your estimate x = 

This is an estimate of labor used in corn production only. If you 
provide the labo~or part of it~ be sure to make a distinction between 
your labor time and your management time. Also, if you are providing 
the labor, your wage rate should be at least equal to your best off
farm wage opportunity--your opportunity cost. 

Line #18 - NCSU estimate $148.30 
Your estimate 

This is the proportion of your costs directly attributable 
to this year 1 s corn production. These costs could be avoided 
by not producing corn. 

line #20 - Fixed Costs: Another subdivision of total costs. These are costs 
associated with ownership of equipment that you will incur v;hether 
or not you proauce anytn1ng w1tn 1t this year.· 

Line 121 - NCSU estimate 
Your estimate 

.13 x $28.985 = $3.77 Reference line 02~ Table 1.1 
)( "" --

This is your cost of financing your tractor--whether or not it is 
paid for. If you do not have a reasonable estimate. use the 
method developed in line #12. 

(Current market value 
of tractors) x 

(% interest charge) = (Total investment cost 
of tractors) 

Total investment cost % of tractors # acres of = cost of tractor 
of tractors x used for corn • corn produced investment to corn 

Line #22 - NCSU estimate 
Your estimate 

.13 x $119.295 = $15.51 Reference line 03~ Table 1.1 
x ----

Calculations are the same as those for line #2L 

Line #23 - NCSU estimate $3.32 
Your estimate 

Reference line Fl, Table 1.1 

Consult your records and use the percentage of tractor depreciation. 
taxes and insurance ~pplicable to your corn oroduction per acre. 

Line #24 - NCSU estimate $18.65 
Your estimate 

Reference line F2, Table 1.1 



Line #25 
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Calculations are the same as those for line #23. 

As was the case for lines 12-15, lines 21-24 were obtained with a 
budget generator and are not explicitly presented in Tables 1.1 or 
l. 2. 

NCSU estimate $41.25 
Your estimate 

This is the proportion of your costs that would have been incurred 
had you produced nothing this year. 

Line #27 - NCSU estimate $45 
Your estimate 

This figure is your rental price or, if you own the hfo'd~ the rental 
price you would have had to pay to rent equivalent land--your oppor
tunity cost. 

line #28 - NCSU estimate $235.12 
Your estimate 

This is your average total cost per ~of producing corn this 
year. 

Line #30 - Costs Per Bushel/Breakeven Price: Si~ce corn is valued in bushels 
it is convenient to know your cost per bushel. These can be thought 
of as breakeven prices in the ~arketing ~recess. To obtain this 
number 9 simply divide the total from line #28 by the number of 
bushels per acre. Because yields vary from year to year and from field 
to field, we have allowed space for various yields. 
(Our estimates are presented as examples only; you should insert 
your own yield estimates.) 

Line #31 - NCSU estimate $235.12; 55 = $4.27 
Your estimate ; = --

Line #32 - NCSU estimate $235.12 ; 80 = $2.94 
Your estimate . = --

line #33 - NCSU estimate $235.12 110 = $2.14 
Your estimate = --



TABLE 1. l, 9 

CORN (COASTAL PLAIN-~N·ONBILLBUG AREAS): Estimated revenue, operating expenses~ ann~al 
ownership costs and net revenue per acre 

\ ' ____ C_a_t_e,...go_r ..... Y_. ____ ....._ __ u_rl...;1_._t_s ___ P_n_· c_e_, _ __,Q._u_an_t_i, !Y Value Your Va 1 ue 

A. l. Production: 
Corn 

2.Total Receipts 

8. Operating Inputs: 

Bu. 

1. Lime applied Tons 
2. Seed corn b lbs. 
3. 0-0-60, bulk Cwt. 
4. Dry fertilizer spreading Acre 

. 5. 30% nitrogen solutionb Cwt. 
6. liquid fertilizer spr. Acre 
7. Preemerge herbicide Acre 
8. Postemerge herbicide Acre 
9. Insect. & nematocide Acre 

10. 
11. Tractor fuel & lube cost. J\cre 
12. Tractor repair cost Acre 
13. Machin. fuel & lube cost Acre 
14. Mach. repair cost Acre 
15.lotal Operating Cost 

$27.00 
1.30 
8.66 
4 .. 50 
6.15 
5.00 

14.14 
5.93 
9.70 

110.000 

0.333 
16.000 
2.000 
1.000' 
4.670 
2.000 
1.000 
1.000 
1.000 

C. Returns to 1 and, 1 abor, capita 1 , machinery, overhead 
and management 

D. Capital Cost: 
1. Annual operating capital 
2. Tractor investment 
3. Machinery investment 
4.Total Interest Charge 

$ 0.13 
0.13 
0.13 

59.999 
28.985 

119.295 

E. Returns to land, labor, machinery, overhead and management 

F. Ownership Cost {depreciatfon 9 taxes, insurance): 
1. Tractor Do L 
2. Machinery · Dol. 
3.Total Ownership Cost 

G. Returns to land, labor, overhead and management 

H. labor Cost: 
L Machinery 1 abor 
2.Total Labor Cost 

Hour s 4.50 

I. Returns to land, overhead and management 

1.970 

$258.50' 
.$258.50 

$ 8.99 
20.80 
17.32 
4.50 

28.73 
10.00 
14.14 
5.93 
9.70 

4.97 
1.93 
4 .14 
6.00 

$137 .11> 

$121.35 

$ 7.80 
3. 77 

15.51 
$ 27.08 

$ 94.27 

$ 3.32 
18.65 

$ 21. 97 

$ 72. 30 

$ 8.87 
$ 8.87 

$ 63.43 

Prepared by J. R. Anderson, Jr., Crop Science Extension Specialist, and 0. F. Neuman, 
Extension Economist. 

aeased on $2.65 price, a 20% moisture content at harvest and a 2.5% price dis
count for each percent moisture over 15.5%. 

bfertilizer based upon a high phosphorus index according to North Carolina soil 
analysis. 



TABLE 1.2 Operating Inputs for Corn~ by Months 

LINE JM FEB IWl APR MAY JUN JUL AUG SEP 
PRODUCTIOtf NIMBCR OF UffiTS 

1 Corn 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 110 .. 00 
LINC OCT NOV DEC PRICE wcttHT IJifT ntM TP Cl 

PRODUCT Hlll NIJC(R Of !JUTS COOE COO£ 
l Com 0.00 0.00 0.00 2.l5 0.00 2.00 6?..00 ~.00 0.00 

JM FEI MAR APR rm JOM JUL ~ SEP 
A I OPCllAT!NG IRPUTS RATE/UNIT 

l l t•. app1 ied 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
l Seed com 0.00 0.00 0.00 16.00 0.00 0.00 0.00 0.00 0.00 
4 0-0-60. bull! 0.00 0.00 2.00 0.00 0.00 0.00 0.00 0.00 0.00 
S Dry f~rt. spreed 0.00. 0.00 LOO 0.00 0.00 0.00 0.00 0.00 0.00 ..... 
6 lO'I ntt. Hlut. 0.00 0.00 0.00 2.1S l.92 0.00 0.00 0.00 0.C(l 0 
1 Ltq. pest. ~p~ad 0.00 0.00 0.00 l.00 1.00 0.00 0.00 (LOO 0.00 
8 PreeNirge herb. 0.00 0.00 0.00 LOO .00 . 0.00 0.00 0.00 0.00 
9 '°' tuierte hel'tl . 0.00 0.00 0.00 0.00 LOO 0.00 ·o.oo 0.00 0.00. 

10 Insect. & neaet. 0.00 0.00 0.00 LOO 0.00 0.00 0.00 0.00 0.00 
OCf MOV Dtt . PRICE NIHErt lint nm f p Cl 

I OP£AATIJSG Ul'IUTS RAT£/WIT UNITS 
2 Um. appl ted o. n 0.00 0.00 21.00 0.00 l.00 229.00 l.00 o.po 
l SeH com 0.00 0.00 0.00 LlO 0.00 12.00 i7LOO J.00 0.00 
4 0°0-60, bulk 0.00 0.00 0.00 8.66 0.00 !6.00 228.00 l.00 0.00 
5 Ory f~~t. spreed 0.00 0.00 0.00 4.50 (l.00 7.00 230.00 J.00 (I. 00 
6 JOI nit. solut. 0.00 0.00 0.00 6 .15 0.00 16.00 2l6.00 3.00 (1.00 
7 Ltq. fert. 'Prt!ld 0.00 0.00 0,00 5.00 o.oo i.00 Zl!.00 3.00 0.00 
8 P,.eeae~ herb. 0.00 0.00 0.00 14 .14 0.00 1.00 254.00 .3.00 0.00 
9 Posteaerge heri:I. ().00 0.00 o.oo S.93 0.00 7.00 256.00 3.00 0.00 

_1.0 Jn~~ t. £ n-.t. o _. OQ_ ___ o. oo 0.00 9.10 0.00 7.00 2J6.00 l.00 0.00 



TABLE l .2 Operating Inputs for Corn, by Months (cont'd} 

·-----· - -
~ruwrnoormENsrs 

8 CATEGOIY lml'f fU l'IAA APR ~v JUN JUl AUG SEP OCY MW DCC 
1 ToU1 re<etpU d!Cf'e 0.00 0.00 0.00 0.00 0.00 0.00 IUitl 2§8.SO 0.00 0.00 0.00 
Z Tot11 ezpense$ 0.00 2~. 5'l 67.i?~ 22.14 0.00 o.oo 0.00 8. 94 12.65 0.00 0.00 

Return<S to hiwid overhead rt~~ ~nd man~ em@nt c 
lQUR IU:~m Bf l'd'TH 

D I ~cht~ll"J 1a1Mtr ~f o.oo 0.00 O.Jl ij. 14 0.00 0.00 0.00 !l.00 o.ias ~.SA 0.00 0.00 1.97 
2 t1ei;l'ltttd lllOf'QIH · o.oo 0.00 . HS .06 0.00 0.00 0.00 0.00 ~2t O.lil' 0.00 ll.00 C.fi95 

KACH!NUV Fi~Eb ~D vA~iAiLE tosts PER kOiil 
~Hillit COO[ !»:PR l!~SUl!t. nut TOTN. FUUl REPAIR flj[i. wa. VAIHNiU: §m'. 14~lf lilil 

E l Tl"ector i~J 4 ~.48 @.20 O. lS ~.el L64 :um 0.57 6.00 l.~o 1.00 
2 il"ICt@r j ' 13 .83 @,JI 0;£9 q, ~.!51 J.21 7 .0S L06 U.l2 !j.25 LOO 
l P le kYfl trvd: _H 2.~2 0. 10 0.08 2.60 LU 3.05 0.46 ti.In L~ LOO 
4 Truck rn A. i'J CUil. o. nqi S.H s.n 3.14 0.41 8.92 li.@5 LOO 
S (On>/~$fi t~in@ n JI'. l, 2.13 li.66 40.98 1.33 5.~2 tun 14.07 34.H O.l? 
ti Tan~ dhc iii 7. 7 l. t'U6 O.JS B.56 1.99 0.00 0.00 l.98 i'.~~ 0. 10 
] l11!)petl'm~~f" ll 2.9] . 0.17, 0. 15' 3. ZS. CU4 0.00 0.00 0.74 2.al o. u~ 
8 Pl om t@r wl rf!JtlJ § 46 !UJ9 0.30 0.25' S.6!. J.5§ 0.00 0.00 :ius ~.92 CUO 
Q fl11c;h hcq 92 l. 15 ().07 0.06 Lll' 0.42 (l.00 0.00 0.42 Lill O.ll 
o Td"'deM disc 41 7.11 IU6 0. JS G.56 l. 'JS 0.00 0.00 L98 7 .~5 IJ. JO 

1"Tm tots -· lABOO VQC1·fXHE run . on. . um . • rtxf6 CM.Ts 
F OPC~'i'I~ NO. MU ovrn HOURS HOURS REPAIR PE~ ACRE PER ACRE 

i Bu\i'I hog 4.92 Ott. l.00 0.)96 O.l:!'? Z.30 2. 941 
l hndns dhit 9.41 Oct. LOO 0.117"" 0.097 L40 2.&H 
J T and@wi d tsc vu "8r. LOO o.n1 0.097 L40 2.!H 
11 A 1 ppel"·btd:der 9.ll filllrr. 1.00 0.2U O.H6 2.Jt' :!l.35 
S Pl•nter w/f"Old § 4.46 f1$;1r. cuo 0.024 0.020 0.20 0.34 
6 Pickup truck 11 As>r. (J. U> O.W'J 0. iOO 0.46 0.0 
7 Col"n/be•n c~h•t 21 Sep. 1.00 O.J8Z 0.318 4.48 24.07 
8 Truck 18 Sep. 0. S.P 0.600 0.500 4.46 it. Sl 
9 Tot411 . nm rm ~ lT:"3 
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Appendix to Chapter One 

The cor.iponents for calculating individual machinery expenses are · 
presented in Section E of Table 1.2. The calculations of the per acre 
cost estimates, as presented in Table 1.1, from the per hour cost 
estimates, Section E Table 1.2, are: 

Tractor fue 1 
and lube 

= (Hours/time of x 
pulled machinery) 

Tractor repairs = (Hours/time of 
pulled machine} 

x 

Machine fuel = (Hours/time of x 
and lube pulled machine) 

(Tractor fuel 
and 1 ube/hr) 

(Tractor repair 
cost/hr) 

(Machine fuel 
and lube/hr) 

x . l.1 

x 1.1 

Machine repair = (Hours/time of x (Machine repair/hr) 
pulled machine) 

Example - Fuel and lube expense for line ES, combine. 

Machine fuel and lube expense= .32 x (5.42 + .81) = $1.99 
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PRE-HARVEST MARKETING ALTERNATIVES ANALYSIS WORKSHEET 

Instructions 

·This part of the marketing package is designed to help you 

analyze your potential marketing alternatives. The breakeven 

analy~1s has indicated what price is needed to make the crop 

profitable; this section will tell you what price the market is 

offering. 

The first section is a basic profile of your current 

marketing environment. It includes prices now being offered or 

those that might be expected at a later date. It is careful 

comparison of your needs with the market offerings that is 

the cornerstone of successful marketing. 

The next two sections will help you determine prices 

that can be expected from hedging in the futures market or buying 

a put option. These prices are not easily derived~ but the 

process used here is as straightforward as possible. 

The final three sections are various comparisons of your 

marketing alternatives. First, there is a direct 1 net-price-per

bushel comparison of all five alternatives. Second, the relative 

profitability of selling in the cash market, the most risky 

alternative, is compared with the other four relatively safe 

marketing alternatives. Finally, and most important, is an 

analysis of the profitability of all five marketing alternatives 

over your breakeven costs. This section tells you, in dollars 

and in percentage terms, what return per bushel each alternative 

is offering you. The final decision on whether or not to use any 

of these alternatives ultimately will come from this section. 
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The examples presented are for the 1984 marketing year. Our 

estimate of expected prices at harvest are the actual prices at 

harvest because our analysis is being done after the fact. Also~ 

since options were not traded in 1984, we are assuming a 7% 

premium cost. All other figures, futures prices, interest costs 

and brokerage fees are the same as those faced at the time of the 

original transaction. Table 2 shows the preharvest marketing 

alternative analysis worksheet. A line-by-line explanation of 

how to use the worksheet follows the table. 
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TABLE 2. 

P~E-HARVEST r~ARKETING ALTERNATIVES AN.'\LYSIS 

Item 
1 . Government Loan 
2. Expected Cash Price at Harvest 
3. Current December Futures Price 
4. Expected December Futures Price at Harvest 
5. December Put Option Strike Price 
6. Put Premium 
7. Forward Cash Contract Price 
8. Brokerage Fee 
9. Margin Requirement 

10. Interest Rate 
· 11 . Number of Acres Pl an.ted 

12. Expected Yield per· Acre 
a. Beginning Moisture Content 
b. Ending Moisture Content 

13. Expected Number of Bushels to Market 
14. Number of Hedging Contracts _l_x 5,000 

15. Number of Option Contracts 2 x 5,000 
16. Number of Months Until Harvest 
17. Variable Costs 148.30 : 99.94 
18. Breakeven Costs 234.55 - 99.94 

19. Asking Price 2.35 x 1.2 

Hedge 
20. Expected Cash Price at Harvest 
21. Expected Profit (Loss) from Hedge 
22. Expected Cost of Hedge 
23. Expected Net Price per Bushel from Hedge 

NCSU Estimate 
3.01 

2.80 

2.945 
2.8025 

3.20 

. 21 

2.83 

70.00 

.07 

. 13 

100 

107 

.20 

.1475 

9,994 
5,000 

10,000 

10 

1.48 
2.35 
2.82 

NCSU Estimate 
2.80 

.1425 

.04 

2.9025 

C2.1 

Your Estimate 

C?..2 

Your Estimate 
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Pre~harvest Marketing Alternatives Analysis Worksheet 

Oetion 

24. Buy December Put 

25. Expected Cash Price at Harvest 

26 . Expected Profit (Loss) from Option 
. 27. Expected Final Brokerage Fee 
28. Exp~cted Gross Price per Bushel from Option 
29. Expected Net Pdce per Bushel from Option 

Expected Net Price per Bushel 
30. · Cash 

3l. Hedge 

32. Option 
33. Forward Cash Contract 
34. Government Loan 

Expected Returns over Cash of: 
35. Hedge 
36. 

37. 
38. 

Option 
Forward Cash Contract 
Government loan 

Ex_Eectecl Returns over Break-even 

39. Cash 
. 40, Hedge 

41. Option 

42. Forward Cash Contract 

43. Government Loan 

NCSU Estimate 

0248 
2.80 

.3975 

.014 

3. 1835 
2.9355 

Ncsu·Estimate 

2.80 

2.9025 

2.9355 
2.83 
3.01 

NCSU Estimate 

$.1025 3.7% 

$. 1355 

$.03 

$. 21 -

4.8% 
1.1% 

7.5% 

NCSU Estimate 

$.45 19. 15% 

$.5525 23.5% 
$.5855 24.9% 
$.48 20.4% 

$.66 28.1 % 

c2.2 (cont'd) 

Your Estimate 

Your Estimate 

· Your Estimate 

Your Estimate 
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Instructions for Worksheet 

Instruction 

Line #1 Government Loan - This is the minimum net price per bushel 
realized by participating in the sovernrnent support pro9ram - the 
applicable loan rate plus the initial deficiency payment. In 1984 
the loan rate for North Carolina was $2.80 and, with a projected 
deficiency payment of $.43, an initial deficiency payment of $.21 
yields $3.01 per bushel. This is assuming you can store all 
your corn on the farm. If you must use commercfal storage, you 
will have to pre-pay your storage costs, hence lowering your net 
receipt. To do this. divide your total pre-paid storage charge 
by the number of bushels placed in storage and subtract that 
from the number used above. This will give you the actual 
realized price from participation in the government loan program. 

#2 Expected Cash Price at Harvest - This is your best guess as to what 
the cash market wil 1 be offering at harvesttime. There are a num-. 
ber of available sources to help you with this estimate, including 
outlook information, local elevator managers or local county Exten
sion agents. 

#3 Current December Futures Price - On January 13t 1984, a futures con
tract to deliver 5 9000 bushels of #2 yellow ~orn was $2.945/bushel 
at the close of trading. There are a number of different sources 
for this information, including most newspapers, The Wa 11 Street 
Jour-n~J_ or your personal broker. In this analysis» however, you 
need to use the price in effect when you actually place 
the hedge (sell the futures ~ontract}. The price quoted tn news
papers w1J1 be close but not exact. 

#4 Expected December Futures Price at Harvest p This is the prtce 
you expect to pay to offset your hedge._ As is the case for 
expected cash price at harvest, this price reflects your attitude 
about the market at harvesttime. There are a number of sources of 
information to help you with this ,estimate. including outlook infor .. 
mation, local county Extension agents or your personal broker. 

#5 December Put Option Strike Price.- A put option gives you the right, 
but not the obligation, to sell a futures contract at a specified 
price until some specified date; the expiration date. This fixed 
price is called the strike price. Here the put option gives you 
the right to sell a futures contract for $3.20/bushel. 

#6 Put Premium - Premium is the cost of the option to the purchaser. 
It is the nonrefundable purchase price of the right to sell a 
futures contract for a designated strike price. Strike prices and 
premiums are available in major newspapers such as The Wall Street 
Journal or fro~ your broker. Here, the right to sell a futures · 
contract for $3.20 costs $.21. 
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Line #7 Forward Cash Contract Price - A forward contract is a cash market 
transaction ·;n which a producer (you) and a purchaser (usually the 
local elevator) agree to the sale and purchase of a fixed quantity 
of grain to be delivered to the purchaser at some future time to a 
specified place. This figure may be obtained from your local 
elevator. other possible purchasers or your local Extension agent. 
In January of 1984, forward cash contracts were ranging between 
$2.74 and $2.92. Our figure is just a simple average. 

#8 Brokerage Fee - A fee charged by a broker for the execution of a 
futures market transaction. This fee should cove~ co~plete 

·hedging and/or option transactions. Cammi ss ion fees are rregotiaf:ffe~ 
so check with your broker to detenni ne the cost of his services 
before placing your order. Here our $7U estimate is for one round
turn for a futures contract or half of a complete~ one-contract 
option transaction. (Making the total brokerage fee on our options $140.00). 

119 Margin Requirement - An amount of money deposited by both the buyers 
and sellers of futures contracts with their brokers to ensure per
formance of the terms of the contract. Margin in commodities is not 
a payment of equity or down payment on the commoditv itself but 
rather a performance bond or security deposit. The amount of the 
initial margin varies according to the price of the contract. Ini
tial margin requirements can be obtained from your broker. Here we 
are assuming a 7 percent requirement. 

#10 Interest Rate - This is the opportunity cost of your money as in the 
breakeven analysis. 

#11 Number of Acres Planted - The total number of acres from which you 
expect to harvest corn. Here, we are expecting to harvest 100 acres. 

#12 Expected Yield per Acre - This is the total number of wet bushels of 
corn you expect to average over all your acres harvested. We expect 

. to yield 107 wet bushels per ac.re. 

12a. Beginning Moisture Content - This is the moisture content at 
harvest when you first take the corn out of the field. We are 
expecting our corn to have approximately 20% moisture. 

12b. Ending Moisture Content - No matter where your corn is headed~ 
someone will have to dry your corn to some pre-determined 
level of moisture. To sell corn in the cash market~ the 
standard moisture content for No. 2 corn is 15.5%. However, 
if you are planning to place your corn in storage, a moisture 
content of 14% is advised. If you're planning to send your 
corn through both channels. a weighted average of the two 
moisture contents should be used. Drying 20% of your crop 
to 14% and 80% to 15.5% is like drying the entire crop to 
15.2%. Specifically, (.2)(.14) + (.8)(.155) = .152 or 15.2%. 
Here, we are planning to sell half of our crop and store 
half of our crop. More specifically. (.5)(.14) + (.S}(.155) = 
.1475 or 14.75%. 
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#14-15 

#16 

#17-18 

#19 

#20 

19 

Expected Number of Bushels to Market .,. After adjusting for shrinkage 
due to moisture loss, this is the actual physical amount of corn 
you expect to market this year. This is simply 11ne #11 
multiplied by line #12 adjusted for shrinkage. The adjustment for 
shrinkage factor is determined as: 

Shrinkage = (1 0 - ~~~situ_reJ ) + .005 
· (l.O - Ending-~o1sturel 

Shrinkage Adjustment Factor= (1.0 - Shrinkage) 

Here, since we are assuming .20 beginning moisture content and .1475 
ending moisture content and . 005 dry matter loss~ we get 

Shrinkage= (1.0 - (LO - · 2L __ ) + .005 = .066 
~!)f 

Shrinkage Adjustment F~ctor = (1.0 - .066) ~ .934 

Adjusted Yield = Wet Yield x SAF = 107 x .934 = 99.938 bu. 

Expected No. of Bushels to Market= AVx #acres= 99.938 x 100 = 9~994 
Number of Contracts - Corrmodity futures contracts for corn are sold 
in increments of 5~000 bushels on the Chicago Board of Trade and 
1,000 bushels on the MidAmerica Commodity Exchange. It is impor
tant to trade the correct number of contracts because~ l/'Jhile you 
may purchase options for your entire crop, it is inadvisable to 
hedge more than 50-60 percent. Here~ since we are assuming pro
duction of 10,000 bushels and trading on the Chicago Board of 
Trade, use only one contract for hedging and at most two for 
options. 

Number of Months until Harvest ~ This is the number of months 
your margin will be on deposit with your broker if you trade in the 
futures market. It is used to determine interest lost on 
that deposit because margin does not earn any interest. 

Variable and Breakeven Costs - These costs come directly from your 
breakeven analysis worksh~et. Si~ce that sheet was co~puted on a 
per-acre basis, we divide by the expected yield per acre adjusted 
for shrinkage to get an estimate of the costs per bushel. Here t<Je 

are assuming 107 bushels per acre with an i~itial moisture content 
of 20 percent and a corresponding 6.6 percent shrinkage loss. This 
gives us a net yield per acre of 99.938 bushels. 

Asking Price - This is the price we would like to get for the crop. 
It covers all production costs and includes a return to risk and 
management. Here we have chosen a 20 percent return over break
even costs. 

Expected Cash Price at Harvest - Same as line #2. 
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1121 Expected .Profit or loss from Hedge - this is your gross return 
from hedging; the pure_ gain or loss from price movements. 

Sell Dec. futures contract now 
Buy Dec. futures contract at 

harvest · 

Profit (loss) from hedge 

NCSU Estimate 

+2.945 

-2.8025 

+ • 1425 

Your Estimate 

+ 

#22 Expected Cost of Hedge - This cost includes the brokerage fee and 
interest lost on your margin deposit. Interest lost is computed as: 
(Total value of contract x % margin requirement) = margin. 
Margin x monthly interest rate x number of months until hedge is 
lifted = interest lost. 

Interest lost (2.945 x 5,000 x .07 
·13 x10= 12 

Brokerage fee 

Total cost of hedge 

Per-bushel cost of hedge 
(181.66 : 5,000) 

NCSU Estimate 

$111. 66 

70.00 

$181. 66 

$ .04 

Your Estimate 

#23 Expected Net Price per Bushel of Hedged Corn - This is the price you 
expect to realize on every bushel. of hedged corn after accounting 
for all costs. The estimated expected net price per bushel, using 
our price projections in January (as presented in Table C2.l), is 

Expected Cash Price at Harvest 

Expected Profit (loss) for Hedge -

Expected Cost of Hedge 

Expected Net Price per Bushel 

NCSU Estimate 

2.80 

+ .1425 

- .04 

2.9025 

Your Estimate 
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#24' Btiy · Decefflber Put .. If you buy an optfon, whether or not you ~~er.ci,se: · 

... .. '. •' 

.· it, you are sure to incur three costs;· the initial brokerage fee~ 
thE! premium, and the interest lost on these two exp(:!nses. Hern,· . 
with an initial brokerage fee of $70 per contract, an interest rate 
of 13% and purchasing two contracts which we will ~old for 10 months, . 
we have a nonrefundable cost of: · · 

·Ncsu Estimate Your Estimate 

· · ·· Initial broker.age fee $70 x 2 . = 140 ; . -----
· · . · .. · Premium · .. 21 x 10 ,000 ::; 2100 

Interest lost .13 . 
. ( 140 + 2100) x 12 x 10 . . =· 242.67 ___ __...,_ 

· Total purchase cost 

·rotal per bushel cost (2482.67 i- 10,000) 

$2482.67 . 

$.248 

If an option is purchased, then this is entered onto our 
Cumulative Marketing Statement as negative income. It should · 
be noted that this is a marketing cost and not a production cost. 

· ... ·. ··· .... ·. . .· . . . . . 

#25 Expected Cash Pri.ce at Harvest .. Same as 1 ine #2 . 

#26 Profit (Loss)· from Option - This is your gross return from exercising . 
your option as a result of price movements. 

Buy December futures at harvest 
Se 11 December futures 

.. ·· ·. . 

< Profit from exercising opti~n 

NCSU Estimate ·. Your Estimate 

. $_;2. 8025. 
+3 .• 20 

$ .3975 

,. 

+ 

#27 · Final Brokerage Fee "." When you exercise your option, you must pa~ 
additional brokerage fees for the purchase and sale of the futures . 
contracts. Here $140 -. 10,000 = $.014 . , ... · .· · . .·· 

#28 . Gross· Price per Bushel from Option - This is the price per bushel · 
of optioned corn you expect to realize without considering the cost 
of purchasing the option. . Because we have al ready accounted for the 
purcha~e price, this becomes a relevant sales price· when we enter 
this transaction onto the Cumulative Marketing Statement-Production. 

Cash price 
. Profit (loss) from option · 

.. · Final brokerage• fee 

. . . 

NCSU Estimate .. ·· Your Estimate 

$2.80 
+ .3975 

. ;_ .014 
$3.1835 
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#29 Net Price per Bushel from Option - This is the actual price you 
will realize· on the 5,000 bushels underlying the option if you 
exercise it. This price includes all relevant costs . 

Gross price per bushel 

. NCSU Estimate 

$3.1835 
-.248 

$2.9355 

#30 Expected Cash Price at Harvest - Same as line #2 

#31 Hedge - Same as line #23 

#32 Option - Same as line #29 

#33 Forward Cash Contract - Sawe as line #7 

#34 Government Loan - Same as line #1 

Your Estimate 

#35 Your Estimate Hedge - NCSU Estimate 

#36 

#37 

#38 

Line #31 $2.9025 
Line #30 -2.80 
Cents per bus he 1 .1025 
Line #30 +2.80 
% (xlOO) 3.6% % 

Option - NCSU Estimate Your Estimate 

Line #32 $2.9355 
Line #30 -2.80 
Cents per bushel .1355 
Line #30 t2.80 
% {xlOO) 4.8% % 

Forward Cash Contract - NCSU Estimate Your Estimate 

Line #33 $2.83 
Line #30 -2.80 
Cents per bushel .03 
Line #30 +2.80 t 

% .(xlOO) 1.0% % 

Government Loan - NCSU Estimate Your Estimate 

Line #34 $3.01 
Line #30 -2.80 
Cents per bushel .21 
Line #30 +2.80 
% (xlOO} 7.5% % 

In this example, as is usually the case, blindly selling corn in the 
cash market at harvesttime is the worst marketing alternative. 
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#39 °Cash .. NCSU Estimate Your Estimate 

Line #30 $2.80 
Line #18 -2. 35 
Cents per bushel .4"5 
line #18 f2.35 ~ 

% (xlOO) 19.15% % 

#40 Hedge - NCSU Estimate Your Estimate 

line #31 $2.9025 
Line #18 -2.35 
Cents per bushel .5625 
Line #18 +2. 35 t 

% (xlOO) 23.5% % 

#41 Option - NCSU Estimate Your Estimate -----
Line #32 $2.9355 
Line #18 -2.35 

·cents per bushel .5955 
Line #18 +2.35 .;. 

% (xlOO) 24.9% % 

#42 Forward Cash Contract - NCSU Estimate Your Estimate 

Line #33 $2.83 
Line #18 -2.35 
Cents per bushel .49 
Line #18 +2.35 t 

% (xlOO) 20.4% % 

#43 Government Loan - NSCU Estimate Your Estimate 

Line #34 $3.01 
· Line #18 -2.35 

Cents per bushel .67 
Line #18 +2.35 ·t 
% (xlOO) 28.1% % 
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. . . 

_·._· .. Action Taken 

. . . . . 

With the information given in lines #39-43, we decide to purchase 
one option contract for 5,000 bushels and put the remaining 5;058 
bushels into the government loan program. These transactions are 

·entered on the Cumulative Marketing Statement-Production worksheet. ·. 

_For participation in the government program, we are assuming base 
·acreage of 111, 'with a base yield of 107 bushels per acre. _With 10 

· percent set aside , or 11 acres , this gives a 1 oan base of 10 , 700 · 
. bushels (before shrinkage). So, with an initial· deficiency payment 
of $.21, we get a total initial deficiency payment of $2,247. This 
is entered on the Cumulative Marketing Statement-Production because 
it is a gain as a result of a marketing decision. This does not 
COJ1111lit any bushels to any marketing activity, so the # bushels 
column is left blank. 

At the end of January, our Cumulative Marketing Statement-Production 
is shown in Table 2.1. Before we have planted anything, we have 
an opportunity to market our entire crop with a more than 20 percent . 

. . . 

Table 2.1. CUMULATIVE MARKETING STATEMENT-PRODUCTION 

. . . . : . . . 

·. ··· · Date Marketing Alternative · Price 

'1anuary Buy 1 December put 
Strike'= 3~20 $-.248 

January ·.Participate in 
· • government program $ .21 

. ' Total (bu. sold and income) 
. . 

_Average price/bushel 

.... · 

· .. :: .-: .... 
.. · . ·. 

# Bushels ··Gross Income 

5,000 ' $-1~240.00 

5,000 

$ 2,247.00 

$ 1,007.00 

. $ .20 

.i... 



Date 

January 

Janua·ry 

October 

October 
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return. ~le have protected ourselves in two important ways. First» 
we are protected against price decreases on the entire crop while at 
the same time, in both instances, have not hindered our ability to 
take advantage of price increases. Second. by using an options 
instead of hedging or forward cash contracting, we have no obliga
tion ·to produce anything. 

In October we find that our calculations for production and the 
option transactions were correct, and we exercise our December put. 
We enter this transaction an the Cumulative Marketing Statement with 
the gross price per bushel as explained on line #28. This is shown 
as the third entry in Table 2.2 The 5,000 bushels are not 
entered here because they have already been accounted for when we 
originally bought the option. However9 if we had not exercised our 
option, we would have needed to make an entry to reduce the number 
of bushels committed by 5~000. Also at harvest9 we decide not to 
sell any corn in the cash market but to store the remai~ing 4,994 
buihels.under the government loan proaram • 

. The corn not marketed at harvest is 11 sold 11 to our storage enterprise 
at the government loan rate for two reasons. First, this allows 
for the correct accounting of the profitability of producing and 
marketing corn up to harvesttime. Second, the loan rate plus 
interest is the target price, or breakeven cost in a given month 
of that corn and a 11 ows for the correct accounting of the profit~ 
abi 1 i ty of storing and marketing the corn after harvest. ~le now 
turn to the task of evaluating our marketing alternatives for the 
storage enterprise. 

Table 2.2 CUi~ULATIVE r-~ARKETING STATHlENT - PRODUCTION 

Marketing Alternative Price # Bushels 

Buy 1 December put $~.248 5,000 
Strike= 3.20 

Participation in $ • 21 
government program 

Exercise put $3. 1815 

Government storage $2.80 4,994 

Total (bu. sold and income) 9,994 

Average Price/bushel 

Gross Income 

$~1,240.00 

$ 2,247.00 

$15,907.50 

$13,983.20 

$30,897.70 

$ 3.09 
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POST-HAIWES T MARKET ING AL TERN AT IVES ANALYSTS WORKSHEET 

Explanation 

This is the final step in our marketing analysis. As ·in 

the pre~harvest marketing pnalysts~ this section will help you 

analyze different marketing alternatives - this time for stored 

corn. With a stored crop, however~ you have much greater 

flexibility as to selling time and a much better idea of the 
. . . 

costs incurred before that sale. 

· We have split the farming operation into two distinct units 

(protit centers) for two very important reasons: 1) to keep 

track of which operation is making moriey, and 2) if both are 

pr of i tab 1 e , to as cert a i n w hi c h i s 1 ea st ( mo st ) prof i tab 1 e . When 

costs and returns are properly accounted. for, a storage 

enterprise that is actually losing money will no longer be 

overshadowed by a highly profitable production enterprise or vice 

·versa. Even though the entire farm may be making a profit, the 

losses tn storage can be spotted and corrected, and profits will 

be in er eased. 

The analysis in this section is very similar to that used 

for the production enterprise. There are some differences 

how~ver be~ause of the obvious differences between the two 

operations. Storage costs are more easily computed than 

production co~ts but change every month, and there is much more 

flexibility as to when the corn can be sold. Because of this 

flexibility no specific futures contracts will be referred to, 

so that the number of months in storage must be explicity 

addressed. 
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note that the worksheet (Table 3} has been 

sections. Section I is like t~e firJt 

the pr~ductton analysi~; it is a summary of your storage 

and market offerings. The upper half of Section I cansists of 

figures that probably will not change this season, whereas the 

lower half contains figures that may change every day. 

·Essentially the upper section is your costs and the lower half, 

·the market pfferings at the time of analysis. As in the 

pre-harvest analysis, sections II and III look at hedging and 

option transactions. Section IV is concerned with the Government 

Loan Program and helps determine what c~sh price is needed 

to pay off the government loan plus interest and other holding 

costs. Remember that the cumulative cost here is different from 

that. of the rest of the stored corn because the interest cost 

will be different. Section V shows expected returns of the three 

marketing alternatives over costs at the time of sale. The cash 

line shows returns from selling in the cash market over 

cumulative storage costs at the time of the analysis, whereas the 

other.two show returns from hedging and options over cumulative 

storage costs at the time of those transactions (some time in the 

future). 
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TABLE 3. POST-HARVEST MARKETING.ALTERNATIVES ANALYSIS WORKSHEET 

Date October 

Item 
· SecUon I. 

i 1. Market Price at Storage 
2. Fixed Storage Costs par Month 

3. Annual Shrinkage 
4. Interest on Government Loan 
5. Opportunity Cost of Capital 

6. Brokerage Fee 
7. Margin Requirement 
8. Government Loan Rate 

9. Number of Bushels in Storage 
10. Number of Bushels to Hedge or Option 
11. Current Futures Price 
12. Expected Futures Price When Hedge Is Lifted 

13. Basis when Hedge Is lifted 
14. ·Expected Cash Price When Hedge Is Lifted 
15. Put Option Strike Price 
16. Put Premium 
17. Current Cash Price 
ia. Number of Months until Hedge Or Option 

Carried·Out 
19. Number of Months in Storage 

Section II. Hedge 
20. Expected Cash Price When Hedge Is Lifted 
21. Profit (Loss) from Hedge 
22. Cost of Hedge 
23. Net Price per Bushel From Hedge 

Section III. Option 

24. Buy Put 
25. Ca~h Price When Option Is Exercised .. 
26. Profit (loss) from Option 
27. Final Brokerage Fee 
28. Gross Price ·per Bushel from Opt ion 
29. Net Price Per Bushel from Option 

NCSU Estimate 

2.80 

.03 

.02 

.10 

. 13 

70.00 

.07 
2.80 

4,994 

5,000 

2.89~ 

2.7412 

+.04 

3 .13 

3.00 

.21 

2.80 

5 

0 

NCSU Estimate 
3.13 

.1475 
+.025 

3.2525 

NCSU Estimate 
+.235 

3.13 

.255 
+.014 

3.371 

3.136 

Your Estimate 

C3.2 

Your Estimate 

Your Estimate 



30 

Table 3. (continued) · 

MARKETING ALTERNATIVES ANALYSIS WORKSHEET 

,_sect_!Q11 IV. ·Government J.oan Program .Summary 

30. Number of Months in Storage 

31. Cumulative Cost 

NCSU Estimate 

0 

2.80 
32. Current Cash Price 2.80 

33. Net Profit 0 

C3 .2(Contld)' 

Your Estimate 

Sectfoo V. · Expected Net Returns from Marketing Alternatives after 0 Months 

NCSU Estimate Your Estimate 
Alternative ¢/bu. % ¢/bu. % 

34. Cash 0 
· 35. Hedge 

.· 36. Option 

.1275 

.011 

4.1% 
.35% ___ __,_ 



' .. ,., .· ... ' 

: .... '". 
. · . 

.· ... \ ": 

... 

. \ · .. · .. 

Instructi<ms . , . 31 . ..· ·. ·· ·· · .·.·· ·· .. ·· ··. · . 

Line #1. Market Price 'at Storage - This is the opportunity cost .of the corn in 
···. storage •. · . If you had ·sold the corn at harvest, you would have this . 

money to invest elsewhere. Also, this is the amount credited to the 
production enterprise for corn not marketed. That is because corn 

· that is produced is either sold or fed. The production enterprise 
·. must essentially sell all corn produced by the time it is harvested.· 
·. If no other marketing alternatives were used, then that enterprise 
· must sell in the cash market even if it is to the storage or feeding 
. enterprise. · 

'" . .. . . 

·· #2 Fixed Storage Costs ... This is the cost per bushel it costs you to. 
store your grain. It includes insurance, depreciation on bins,. labor . 
for handling and electricity for fans, etc. NCSU has estimated .this · 
cost to be approximately $.03 per bushel per month. 

· #3 Annual Shrinkage - When corn is stored, it 1 oses moisture and qthe~ · .·· . 
.. small trash (foreign matter) mixed in at the time of harvest. In 
the process of moving the corn into and out of storage and moving . 
air through it while in the bins, NCSU has estimated that the corn 

·· . will shrink 2 percent per year. 

#4 Interest on Government loan - The interest rate that the government 
charges on its loan. This is used· in computing what is owed on the 
government 1 oan so as to know when it is p·rofi tab 1 e to se 11 corn and 
pay off that 1 oan. · 

- . . 

#5 ·Opportunity Cost of Capital - This is the same rate as in production; 
the return you can get investing your money elsewhere, such as in a 
CD or elsewhere in your farming operation. 

#6 .• Brokerag~ Fee - Here again~ the same as for production. ·This should 
cover one roundturn for a hedge or half of a complete option transaction. 

. " 

#7 Margin Requirement - An amount of money deposited by both the buyers 
. and sellers of futures contracts with their brokers. As was pointed 
·· · out in the production section, brokerage fees and margin requi rernents 

can be obtained from your broker. Here, we are assuming a 7 percent 
requirement. 

. . 

#8 Government loan Rate~ This is the price per bushel that the·.·government 
loaned yolJ for the corn placed in. storage under that program. This, 

: along with the interest rate the ·government charges on that loan, is 
used to determine how much you owe the government at a given time. 

·1n our example, it is only coincidental thatthe government loan and 
the market price are equal. · 

#9 Number of Bushels fo Storage - This is simply the number of bushels 
. _ you currently have in storage uncommitted to any marketing activity 

·· · Here (in October} we have 4,994 bushels in storage with none of them 
cormii tted. ·· · · · · · · 

·: #10 Number .of Bushels to Hedge or Option Corn futures and options con-
tracts are sold in increments of 5,000 bu~hels on the Chicago Board 
of Trade and 1;000 bushels on the MidAmerica Exchange. lt is impor

·. tant not to sell too many contracts so you are not speculating .-
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Line #10 with corn.you do not have. A major difference between storage and 
{cont 1 d) production hedges is that with a storage hedge you can safely hedge 

the entire amount in storage. Th·is allows you to hedge or sell an 
option on the same amount of corn" Here, we have 4~994 bushels in 
storage and are trading on the Chicago Board of Trade, so we would 
trade one contract~ or 5,000 bushels. 

#11 Current Futures Price - This is 1 i ke the December futures price in 
the production analysis. The main difference here, however, is that 
there is no set time when the corn must be removed from storage so 
any futures price from this next December to next year's July may 
be used. Here we are using the price of a May 1985 contract on 
October 11, 1984. · 

#12 Expected Futures Price When Hedge is Lifted - The price of the futures 
contract used in line #11 expected when the hedge is liftedo 
{Remember, our estimate is the actual price of a May 1985 contract 
on March 14, 1985.) 

#13 Basis When Hedge is Lifted - This is the difference between 1 ocal 
cash prices and futures contract on the day the hedge is 1 i fted. In 
this example, the difference between the ~lilson cash price and the 
price of a May futures contract in March is expected to be $.04. 

#14 Expected Cash Price When Hedge is Lifted - This is the price you 
expect the cash market to be offering when you 1 i ft your hedge or 
exercise your option and sell your corn out of storage. · 

#15 Put Option Strike Price - This is the price a put option gives you 
the right to receive for your corn. Here we have the right to sell 
5,000 bushels of corn for $3.00/bushel. 

#16 Put Premium - This is how much you must pay for the right to sen 
corn at a given strike price. Here we had to pay 21¢ per bushel for 
the right to sell that corn for $3.00. Strike prices and premiums 
from the previous day 1 s trading are available in major newspapers such 
as The Wall Street Journal. Your broker, howeverj can provide you 
with up-to-the minute quotations. 

#17 Current Cash Price - This is what the cash market is offering you at 
the time of this analysis. This is used in determining the profit· 
ability of selling your corn now both out of government storage and 
otherwise. 

#18 Number of Months until Hedge or Option is Carried Out - This is the 
number of months your margin money or premium will not be earning 
interest. 

#19 Number of Months in Storage ,_ This is the number of months, up to 
the time of this analysis~ your corn has been in storage. Here, 
because our example is October, 0 months have passed. This is used 
when computing the profitability of selling in the current cash 
market. 

#20 Expected Cash Price When Hedge is Lifted - The same as line #14. 
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Line #21 Profit (Loss) from Hedge - This is your gross return from hedging; your 
· gains or losses as a result of price movements only. 

Sel 1 (May) futures now 
Buy {May) futures in (March) 
Profit (loss) from hedge 

NCSU Estimate 

+$2.8925 
-2.745 

.1475 

Your Estimate 

May and March are in parentheses because they could be any month 
during the storing season; these are simply the two we have chosen 
for our example. 

#22 Cost of Hedge - This cost includes the brokerage fee and interest lost 
on your margin deposit. Interest lost is computed as follows: 

(Price per bushel x number of bushels in contract x % margin require
ment) = margin 

Margin x cost of capital/12 x number of months until hedge is lifted= 
interest lost. 

Interest lost (2.8925 x 5,000 x .07) 
.13 5 

XU'X = 
Brokerage fee 
Total cost of hedge 
Cost per bushel (124.84 t 5,000) 

NCSU Estimate 

$ 54.84 

70.00 

$124.84 
.025 

Your Estimate 

#23 Net Price per Bushel from Hedge - This is the price you expect to 
realize on every bushel of hedged corn after accounting for all costs. 

#24 Buy Put - When you buy a put option, there are three expenses that 
must be accounted for: the premium, interest lost and the brokerage 
fee. Here, with a premium of $.21 per bushel, an initial brokerage 
fee of $70, an interest rate of 13 percent, and five months until the 
option is to be exercised, our costs are computed as: 

Premium (5,000 x .21} 
· Brokerage fee 

Interest lost {.21 x ~,000) x ·13 x 5 12 
Total purchase price . 
Per.bushel price (1,176.875 t 5,000) 

NCSU Estimate 

$1,050.00 
70.00 
56.875 

$1, 176. 875 
.235 

Your Estimate 

If an option is purchased, then this cost of $1,176.875 is entered on 
our Cumulative Marketing Statement-Storage as negative income. We do 
this to remind us that this is a marketing cost, not a storage cost. 
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·Cash Price t~hen Opt ton ts Exercised - The same as 1 ine #13 

#26 Profit (Loss) from Option - This is your gross returns from exercising 
your option as a result of price movements. 

Buy {May) futures in (March) 
Exercise option and se 11 (May) 

futures 
Profit (Loss) from Option 

NCSU Estimates Your Estimate 

-$2.745 

+ 3.00 
.255 

+ 

#27 Final Brokerage Fee - When you exercise your option, you must pay an 
additional brokerage fee for the purchase and sale of the futures 
contracts. Here $70 + 5,000 = ,014. 

#28 Gross Price per Bushel from Option - This is the price per bushel we 
expect to realize without considering the purchase price of the option. 
This is the relevant price to enter ·on our Cumulative Marketing Statement ... 
Storage because we have already accounted for the purchase price. 

Cash price 
Profit (loss) from option 
Final brokerage fee 
Gross price per bushel 

NCSU Estimate 

$3.13 
+ .255 
- .014 
$3.371 

Your Estimate 

#29 Net Price per Bushel from Option - This is the actual price per bushel 
you expect to realize from buying and exercising the option described 
here. This includes all costs and is the relevant price when evaluating 
net returns. 

Gross price per bushel 
Put purchase price 

. Net price per bushel 

NCSU Estimate 

$3. 371 
- .235 
$3.136 

Your Estimate 

#30 Government Loan Situation Summary - This section is to remind you of 
the price per bushel you need to receive for corn placed under govern
ment loan. The cumulative cost, as calculated here, will be lower than 
the cumulative cost on the rest of the stored corn because the interest 
rate on the government loan is less than your cost of capital. The 
monthly costs here are computed as: 

Monthly Storage Cost 
. . 10 

Interest cost (2, 80 x · 12 ) 

Shrinkage cost (2.80 x ·~~) 
Fixed storage costs 
Total monthly storage cost/bushel 

NCSU Estimate 

$ .023 

.005 

.03 

$ .058 

Your Estimate 



Line #30 Profitability is computed as: 
(cont'd) 

Government loan 
#31 Monthly storage cost to date 

(. 058 x 0) 
Cumulative cost/bushel 

#32 Current cash price 
#33 Profit (loss) from storage 

35 

NCSU Estimate 

$2 .80. 

+ 0 
$2.80 
-2 .80 

0 

Your·Estimate 

+ 

#34 Cash - This is what the current cash market is offering you over all 
storage costs. Here, since this is the first month our corn has been 
in storage and the cash price is still the same as when we first placed 
it in storage, the cash market is offering us no gains. However, the 
calculations are : 

Monthly Storage Cost 

Interest cost (2.80 x ·i~) 

Shrinkage cost (2.80 x ·~~) 

Fixed costs 
Total monthly storage cost/bu. 

Cash price 
Cumulative storage costs 
(MSC x # months in storage) + 
(_market price at storage time) = 

NCSU Estimate 

$ .03 

.005 

.03 
$ .065 

NCSU Estimate 

$2.80 

(.065 x OJ + 2.80 -2.80 
$/bushel gain (loss) 0 

Cumulative storage costs 
% return (xlOO) 

t2.80 
0 

Your Estimate 

Your Estimate 

% 

#35 Hedge - This is telling you the returns available from hedging over 
the cumulative costs of storage at the time the hedge is lifted. Our 
cumulative storage costs are computed using the opportunity cost of 
capital and the number of months until the hedge is lifted. 

Net price per bushel from hedge 
Cumulative storage cost (2.80 + 

(.065 x 5) 
¢/bushel 
Cumulative storage cost 
% (xlOO J 

NCSU Estimate 

$3.2525 

-3.125 
.1275 

+3.125 
4.1% 

Your Estimate 

0 
0 
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Line #36 Option-' This is telling you your expected return from buying and· 
exercising an option over the cumulative storage costs at the time 

· the option is exercised. 

Net price per bushel from option 
Cumulative storage cost (see line 

#32) 
¢/bushel 
·cumulative storage cost 
% (xlOO), 

Action Taken 

NCSU Estimate Your Estimate 

$3.136 

-3.125 
.011 

-:-3.125 
. 35% % 

. The postharvest marketing deciison chosen is shown in Table 3.1. 
Five thousand bushels of corn were stored and hedged in May futures. 
The contract was offset in early March and 4,994 bushels (106 
bushels shrinkage) were sold in the cash market. The net selling 
price is the price of the futures contract less the cost of the hedge: 
$2.8925 - .025 = $2.8675. The offsetting transactions are as stated 
earlier. 
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TABLE 3.1 CUMULATIVE MARKETING STATEMENT-STORAGE 

Date ~·1arketing Al tern at; ve Price # Bushels Gross In.come 

October Sell l May futures $2.8675 5,000 $ 14,337.50 

March Buy l May futures -2.745 -5.000 $-.13,725.00 

March Sell 4,994 bu. cash 3.13 4,994 $ 15 ,631. 22 

Total (bu. sold and income) 4,994 $ 16,243.72 

Average Price/bushel $ 3.25 
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THE BOTTOM LINE 

The main purpose of running a business such as a farm is 

to make profits, and the whole point of this marketing program is 

to increase your profits. The last section is an analysis of how 

profitable the corn enterprise of our hypothetical farm was in 

1984. 

Table 4 is an income statement for our corn production 

operation for the 1984-85 growing/marketing season. The income 

figures for both the production and storage phases come from 

their respective Cumulative Marketing Statements. Production 

costs were computed using the breakeven cost per acre, as shown 

on line #28 of the Corn Breakeven Analysis Worksheet. multiplied 

by the num~er of acres planted, as shown on line #11 of the 

Pre-Harvest Marketing Alternatives Analysis Worksheet; 235.12 x 

100 = $23,512. The storage costs were computed using the costs 

per bushel per month, as used for lines #34-35, of the 

Post-Harvest Marketing Alternatives Worksheet, multiplied by the 

number of months in storage plus the number of months already in 

storage, and that is multiplied by the humber of bushels in 

storage on line #9; .065 x (5 + O) x 4,995 = $1,623.38. We must 

also subtract the principal repayment on our government loan 

($14,162.40) because this is the value of the corn when it was 

placed in storage and is not income produced by the storage 

operation. We subtract only the principal here because the 

interest cost was included in the costs of storage. 
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In this example, the net income was $8,022.84, or $.8028 per 

bushel for 9,994 bushels. The net income per acre with a 

107 wet bushel yield was $80.28. 

Remember that this is not a cash flow statement. Your 

actual dollar income will be greater than this for two reasons. 

First~ throughout this entire exercise we have been accounting 

for opportunity costs and depreciation, neither of which are cash 

costs. Second, when we computed the costs of storage, we used 

the opportunity cost of capital instead of the rate charged by 

the government. Therefore, this analysis does not account for 

the 3 percent extra earnings possible on the government loan. 
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TABLE 4. INCOME STATEMENT 

Corn Marketing 

1984-85 Growing/Marketing Season 

Gross Income from Production 

Less Costs of Production 

'· Net Income-Production 

Gross Income from Storage 

Less Costs of Storage 

less Principal on Government Loan 

Net Income-Storage 

Net Income 

Net Income per Bushel (8,201.38; 9,994) 

r~et Income ~r Acre (. 8028 x 100) 

$30,897.70 

23,512.00 

$16,243.72 

1,623.38 

13,983.20 

$7,385.70 

$ 637.14 

$8,022.84 

$ .8028 

$80.28 

C4 
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CUMULATIVE CASH FLOW AND 
MONTHLY CASH FLOW WORKSHEETS 

Explanations and Directions 

The worksheets in this section will help you track your cash 

sources and uses. This is an important part of your farm 

management because although the quantities of outflows and 

inflows are important, the timing of these flows is equally 

important. If you are raising 220 acres of corn, placing $33,000 

cash in a noninterest-bearing checking account in March could 

cost you a bundle of money. For example, suppose you had your 

money in a money market account earning 10 percent interest per 

year. If you withdrew $33,000 to put into your checking account 

(at no interest) on March 1st, as opposed to withdrawing the 

funds only as needed, you would lose over $1,000 interest. 

Hopefully. these worksheets will enable you to plan your cash 

flows on a month-to-month basis so your cash expenses can be 

met with a minimum of lost interest or overdraft service charges. 

At the end of the year, your cash expenses will equal or be 

very close to their estimates on your Breakeven Price Worksheet. 

If they are not, you need to check your figures, your original 

estimates or your understanding of the definitions of the 

entries. 

By the nature of their creation, the North Carolina State 

University estimates will be different from yours. First, our 

estimates do not explicitly account for the cost of land, but 

treat it as having a claim on net income (like risk and 

management). Second, our hypothetical producer is able to do all 
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the labor himself, or at least does not pay any labor expenses. 

And finally, the machinery estimates were derived using a budget 

generator such that individual monthly estimates of the equipment 

expenses were unobtainable. 

Our example here is the production of the 1984 corn crop. 

We have production cash flows for this crop over the 13-month 

period from October 1983 to October 1984. As you can see on the 

Cumulative Cash Flow (CCF) Statement, Table 5, we have allowed 

for an entry in each of these months even though there is no cash 

flow in some months. 

Start with line #1 on the CCF Statement and decide on a 

beginning balance for your corn production enterprise. Here we 

have allotted $150 per acre. or $15,000, enough to cover variable 

costs without having to market anything before harvest. 

Depending on your personal situation with loan and land rental 

payments, you may want to allocate more. Remember, however, that 

these cash flows are only those that apply to your corn 

production. We suggest not allocating less than variable costs 

so you are not forced to market before harvest. This statement 

is designed to work exactly like a checkbook; net expenses lower 

the balance, and net income raises the balance. This is not your 

checking account balance, however. This statement is showing 

only your cash flows and should not necessarily reflect your 

noninterest-bearing account balance. The $15,000 beginning 

balance is the amount of money at our disposal f-Or this growing 

season, not cash on hand. It could be a savings account, a money 
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·.market account~ or even a.line of credit from your bank; .. it .is 

. money. that we· know we-will have available to spend. 

. o In October i983, we had cash expens~s per acre of $1i69 
. ~ . ' 

. . ·. 

··(Table -5.2L ·These figu.res are derived from Table 5,1 (\'fhich is 
. . . . . 

·.· .. exactly the ·same as Table l.2L The $8.99 for line 2 comes ·from 

line A2, ~333 x $27 = $8.99, and $3.70 for tractor and machinery 
. . 

· expen~~s comes from the F~el, Oil, Lube and Repair column on 

. lines.fl and. F2, $2~30 ~ $1.40.~ $3.70 •. These are entered on the 

Monthly Cash Flow Stateme~t for'october 1983 .. Since we are· 
. . . . 

~roducirig ioo acres of corn, w~ have a net expense· for Octb~ef · · 
. . . . . . ' 

.. . . . . 

1983 of $1,269~00, which.is entered on the CCF Stateme~t an~ ·th~ 

balance lowered accordingly. We had no cash flows fo~ November 

or Dec em be r 1 9 8 3 ( T ab 1 e s· 5 • 3 and 5 • 4 ) • 

· Jn January we had a net income of $1,007. (Table 5.5) 

This is from decisions m~de in the marketing section of this· . . 
. . . 

package~ We bought one Dec~~ber put option for $1,240, which 

is $12.40 per ac·re. Also, by particip~ting in the government 
. . . . . 

. . 

set-aside program, .we received ,an initial deficiency payment of 

$2,247 .. Taken together, the~e become a $1,007 net income a~·. 

show11 on the Monthly Cash·Flow ~tatement for January 1984. ·This 
.. . . 

is entered onto the CCF Statement as a net income for January, 

. and the halanc.e is ra.ised; ·We had no cash expenses or incomes. in 
. . .· . ·. 

· . February· (Tab.le · 5. 6) • 
- . . . . 

·... . . : I n M & r c h . w.e h ad exp e n s e $ t at Ci 1 i n g $ 2 , 5 5 4 ' and n o c a s h 
·· .. • . . .· .• . 

·jnfloWs (Table 5.J). .· .• The. $17.32. ex.pense for potash can be found 
· .... 

. . 

on.line A4 of Table 5~ 1 by multiplying the 2 in the 11 Marchll 

I . 
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TABLE 5. CUMULATIVE CASH FLOW, 1983-84 

--· 
I ! NCSU Estfo1ate Your Estimate 

Line ilet Net Net Net 
# Month (Item) Expense Income Balance Expense Income Balance 

1 Beginning Balance $15,000.00 

2 October (1983) $1,269.00 13 .731.00 

3 November -- 13,73LOO 

4 December -- 13,731.00 

5 January (1984) $1,007.00 14. 738. 00 . 

6 February -- 14,738.00 

7 March 2j554.00 12. 184. 00 

8 Apri 1 6 ,723.00 5 ~461. 00 

9 May 1,681.00 3,780.00 

10 June -- 3,780.00 

11 July -- 3,780.00 

12 August -- 3,780.00 

13 September 894.00 i 2,886.00 

14 October 29,890 .70 32,776.701 
I 

15 Ending Ba 1 ance 32,776.70 I 



TABLE 5. 1 Operating Inputs for Corr, by Months 

LlME: JM Hll MAR APR t1AY JUN JUL AUG SEP 
flROOUCT IOM Nll'MB[R or UNITS 

l Corn 0.00 0.00 0.00 0.00 0.00 0.00 0.00 li.00 110.00 
UN[ OCT NOV ore MHct wTIGWr 1.mn f T[M TP CH 

PROOUCT10f4 11!1.MBER OF UNITS COO£ CODE 
1 Corn 0.00 0.00 0.00 2 .35 0.00 2.00 62.00 2.00 0.00 

JA'l rttl MAR APP MAY JON JUL AUG SEP 
.\ OPEMT1!1G INPIJTS RAH/llHIT 

2 L i me • app 1 i ed 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 . ·:i:>. 

3 Se~ cont 0.00 0.00 0.00 16.00 0.00 0.00 0.00 0.00 0.00 
-....J 

4 0-0-~0, ooH 0.00 0.00 2.00 0.00 0.00 0.00 0.00 0.00 0.00 
5 Dry fert. 'IPl"~lld 0.00 0.00 l.00 CLOO 0.00 0.00 0.00 0.00 0.00 
6 Joi n1t. solut. 0.00 0.00 0.00 2.75 l. 92 0.00 0.00 0.00 0.00. 
1 liq. f)€St. ~pr~ad 0.00 0.00 0.00 LOO l.00 0.00 0.00 0.00 0.00 
B Pret!mel"'(j~ ~~rh. o.oo 0.00 0.00 ·i.oo .00 0.00 0.00 0.00 0.00 
9 Po~t~rqe h~rb. 0.00 0.00 0.00 0.00 LOO 0.00 0.00 !LOO 0.00 

_JQ_I_n_~c.t. '-'.!'~""'t 0.00 0.00 0.00 l. 00 0.00 0.00 0.00 0.00 0.00 . --1ilT NOv--nrr PIH ct -~---- UNIT m:l'I 11'--:---nr 
OPERATlNG tllf91JTS R.AT[!UN!l UNITS 

2 l illlf!, llPP11t-d o.:n 0.00 0.00 'l.7.00 0.00 3.00 229.00 J.00 o.po 
3 Se.-d com 0.00 0.00 0.00 l. 30 0.00 12.00 171.00 3.00 0.00 
.t 0-0-60. bulk 0.00 0.00 0.00 8.66 0.00 16.00 228.00 3.00 0.00 
5 Dry fert. ~pl"l!'lld 0.00 0.00 0.00 4.50 0.00 7.00 230.00 '.LOO 0.00 
.6 Joi nit. solut. 0.00 0.00 0.00 6. 15 0.00 16.00 226.00 . 3.00 0.00 
7 Liq. fert. ''"'i>l!d 0.00 0.00 0.00 5.00 0.00 7.00 231.00 3.00 0.00 

• 8 Pre@ffl4!1"9~ h~rh. 0.00 0.00 0.00 U.14 0.00 7.00 254.00 3.00 0.00 
9 Post~r9P. h~rb. 0.00 0.00 0.00 5.93 0.00 7.00 256.00 3.00 0.00 

10 Insect. ~ """"'t. 0.00 0.00 0.00 9. 70 0.00 7.00 236.00 J.00 0.00 
- ·- --·--------- - ··--·-- ·-------



TABLE 5.1 Operating Inputs for Corn, by Months (cont'd) 

MONTHLY S~RV OF REC('JllTS AHO EXPENSES 
n CATEGORY UNIT JAH rrn MAR AP!! MAV JUH JUL AUG SEP OCT NOY !)[( TOTAL 

l Tot111 rPcelpts /)(\"~ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 258.50 0.00 0.00 0.00 2'S8.50 
7 Total f'.'JP@l1S~S acre 0.00 0.00 25.54 67 .24 22. 74 0.00 0.00 0.00 8.94 12.65 0.00 0.00 137. iS 

R~turn~ to 111nd, labor, ~i1.'lt~1. mach1n!!)'TI ooerhead, r1sk and management ill .35 
c mmmrr~--- --'do .-------u:rm- . . lT.11 2S.o2 7.5S 0.00 0.0!'l --o:Lrn r.um U.6T- fl .rm rum ~ ----·-·- LABOR RtOOl~[MrliTS BY M{)NTH 
D I Ml!chlril!ry 13001" hour 0.00 0.00 O.JJ 0.14 0.00 0.00 0.00 0.00 0.98 . 0.51 0.00 0.00 t.;l9s 

2 W_! _i_g~_t ~j_a V".!!l]! 0.00 0.00 .165 .06 0.00 0.00 0.00 0.00 0,00 0.47 0.00 0.00 
MACHINERY rnrn AND VARIABLE COSTS PER HOUR TOl'AL 

M1£Hiff[ COO[ 0£PR INSIJR. TIU TOTAL Fl HO REPAIR FUEL LUIL VASl!ABlt · rnr. HR/Tll'ff 
l Tr!lctor (4~ Ii 2 .40 0,20 0. l '5 2.82 l.64 3.80 0.57 6.00 J.ZO LOO 
7. Tr11ctor (9 9 4.83 0.38 0.29 .. 5.Si J.21 7.05 l.06 11. 32 6.2S l.00 
J P1ckup tnH::ll 17 2 .112 0. 10 0.03 2.60 1.31 J.05 0.46 IJ.IH 1.68 LOO 
4 True&. lA 4.73 0.211 0.19 5.17 5.)l J.14 0.47 3.92 '.U.!5 1.00 
<, Corn/t>qoan comblri;> 2'l J7. 19 2 13 1.66 40.913 7.83 . 5.42 O.!:H 1UJ7 34.61 0.32 
1, T~"dPll't cihc Ill 1.n 0 .46 O.JB 8.56 l. 98 0.00 0.00 l. 98 7 . .iis o.w 
: Pi pp~r-b!!ddt>r 33 2.93 0. 11 0. 15 J.25 0.74 0.00 0.00 0. 711 2. R2 0.18 
H Plantpr w/row \' 116 5.09 0. JO 0.25 '5.65 3. '55 0.00 0.00 3.55 4.92 0.20 
' Rush hog 97 I. 15 0.07 0.06 1. 21 0. 42 0.00 0 00 0.1'12 l.08 0.33 -r:o. 

r,·, 
fdndl""'t dl-;c 4 l 7 - 71 n Mi 0.38 8.56 l.98 0.00 0.00 I. 98 7.45 (). lO OJ 

---·----~ --- . -Tftiilf ----' ·,-c--~Mt-S- LABOR-~!NE ·---run.mi. LUB., rf xr5-COSTS 
OPH1ATIOf4 NO. MT£ OVER HOURS HOURS REPAIR PER ACRE PER ACRE 

1 ~·;~h t-09 4.92 Oct. i.00 0.396 0. 327 2.JO 2.94 
( T.in1~ dhc Q.41 Oct. l.00 0.117"" 0.097 l.tlO 2.fll 
l T ~ridem di SC 9.41 M&r. l.00 0.117 0.097 l.40 2.IH 
~ i.11pper-bedder 9.33 Milr. LOO 0.213 0. J.76 2.32 3.35 
', Planter w/row s 4.46 Apr. 0.10 0.02>$ 0.020 0.20 0. 34 
i:, Pidup truck 17 Apr. 0.10 0.120 0.100 0.48 0.113 
l Corn/bean comblnl' 21 S1>p. LOO 0.382 o. 318 4.48 211.07 
r True I: 18 S!'p. 0. 50 0.600 0.500 4.116 II_ 51 

Total n"JO r:b1h rr:m- IT:-3 ---· ·-· -··-----·--

,. 



TABLE 5; 2 MONTHLY CASH FLOW ~VORKSHEET 

Line 
Item 

1 Exoenses: __ __.__ ___ _ 
2 Lime 

3 . Seed Corn 

4 0-0-60, Ory Bulk 

5 Dry Fertilizer Spreading 

6 30% liquid Nitrogen 

7 Liquid Fertilizer Spreading 

8 Preemerge Herbicide 

9 Insecticide and .'lematocide 

10 

11 
\ 
\ 

12 

n 
14 

15 

Tractor Fuel and lube 

Tractor Repair 

Machinery Fuel and lube 

Machinery Repair 

labor 

loan Payments 

16 Land Rental 

17 Other 

18 Other 

Total Expenses Per Acre 

x Number of Acres 

Total Expenses 

Income/Deposits 

Net Cash Flow 

) 
) 

? 
) 
) 
) 

49 

NCSU 
·.I Estimate 

$ 

8.99 

3.70 

12.69 

100 

C5.01 

MONTH October 1983 
---'-~--'-~--:..:;_;~~~ 

Total. 

I . 

I 
I 

I 

Your 
Estimate Total 

. 1,269.00 -$1,269.00l 

I 
I 
I 

00 

-$1,269.ooi 
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TABLE 5~3 MONTHLY CASH FLOW 80RKS~EET MONTH November 1983 
~~_:...;:,...::.:..c..;,:_=..;__:...::.....:;...~~~-

i... ine I I 
NCSU I NCSU 

:i I I fem I Estimate Total Estimate Total I 

- -r I 1 : Expens,::s 
I 

2 Lime I . I 
3 Seed Corn I 

I 
4 0-0-60, Ory 3ulk 

I I 

5 I Ory Fertilizer Spreading 
! I 6 30% Liquid Nitrogen I 

7 Liquid Fertilizer Spreading 

8 Preemerge Herbicide I 
I 

9 Insecticide and Nematacide 

10 Tractor Fue 1 and Lube 

11 Tractor Repair 

12 Machinery Fuel and Lube 

13 Machinery Repair 

14 Labor 

15 Loan Payments 
I 

I 
16 

I 
Land Rental I 

. I 
17 ; Other I 

I 
• 18 Other 

19 Total Expenses Per Acre 

20 x Number of Acres 

21 Total Expenses 

22 
I 

l 
23 Income/ Oepos its 

24 Net Cash Flow 00.00 



TABLE 5.4 MONTHLY CASH FLOW WORKSHEET 

i. Line 1' 

I ."! Item 

53 

NCSU 
Estimate 

C5.03 

MONTH _ ___:D:...;:e--=c--=em_. b_e_r_l_9_8_3 __ _ 

Total 
Your 

Estimate Total 
I , 
,-----~- -------·---- ----------1-----------J__ 

l Expenses 

2 Lime 

3 Seed Corn 

4 0-0-60, Dr; Sulk 

5 Dry Fertilizer Spreading 

b 30% Liquid \itrogen 

7 Liquid Fertilizer Spreading 

8 Preemerge Herbicide 

9 Insecticide and Nematocide 

10 Tractor Fuel and Lube 

11 Tractor Repair 

12 Machinery Fuel and Lube 

13 Machinery Repair 

14 labor 

15 Loan Payments 

j 16 Land Rental 

I 17 Other 
I 

' 

l 18 

19 

Other" 

Total Expenses Per Acre 
I 

20 x Number of Acres 

21 Total Expenses 

22 

23 Income/ Oepos its 

24 Net Cash Flow oo.aa I 
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TABLE 5.5 MONTHLY CASH FLOW·WORKSHEET MON TH __ J_a_n_u=-a r_,,y:__:l...:...9-=-8...:...4 ___ _ 

i 

Line 
:: 

i 1 : .. 
l 
I 2 

~ 3 
I 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

NCSU 
Item Estimate Total 

Your 
Estimate Total 

---. ------r-----------lf--·-----------' 

Expenses 

Lime 

Seed Corn 

0-0-60, Dry Bulk 

Ory Fertilizer Spreading 

30% Liquid Nitrogen 

Liquid Fertilizer Spreading 

Preemerge Herbicide 

Insecticide and ~ematocide 

Tractor Fuel and Lube 

Tractor Repair 

Machinery Fuel and Lube 

Machinery Repa1r 

Labor 

Loan Payments 

land Ren ta 1 

Other 

Other 

Total Expenses Per Acre 

x Number of Acres 

Total Expenses 

Income/Deposits* 

~let Cash Fl ow 

$12.40 

'tl2.40 

I 100 
I I I $1,240. 00 -SI ,240.01) 

$2,247.00 

+ s1.001 .oa I 
*Initial Deficiency Payment from participation in government price support pro

gram. See marketing section. 



I 
. i 

I 

. I 

· 1 

I 

57 

T ,'.\,BLE 5. 6 MONTHLY C/\SH FLO\tl iJORKSHEET 

Li ~e j l NCSU 
~ I Item : Estimate 

--· -----.!----------------·---- ----- -----------' -------
1 I 

i I 1 1 Expenses I 

2 I Li me 

3 j Seed Corn 

~+ j 0-0-60, Dry Bulk 

5 I Ory Fertilizer Spreading 

6 30;" Liquid Nitrogen 

7 Liquid Fertilizer Spr~ading 

8 Preemerge Herbicide 

9 Insecticide and Nematocide 

10 Tractor Fuel and Lube 

11 Tractor Repair 

12 Machinery Fuel and Lube 

13 Machinery Repair 

14 Labor 

15 loan Payments 

16 Land Kental 

17 

18 

19 

20 

Other 

Other 

Total Expenses Per Acre 

x Number of Acres 

21 Total Expenses 

22 

23 Income/Deposits 

24 Net Cash Flow 

CS.05 

MONTH February 1984 

Total 
.Your. ~ 

Estimate Total , 

00.00 
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"CL\BLE 5.7 MONTHLY CASH FLOH t·JORKSHEET ;-10NTH March 1984 

I Line NCSU I Your 
I i! Item Estimate Total I Estimate . Total L 
i 
I 

1 Expenses 

2 Lime 

3 Seed Corn 

4 0-0-60, Dry Bulk $ 17.32 

5 Dry Fertilizer Soreading 4.50 

6 30% Liquid Nitro;en 

7 Liquid Fertilize1· Spreading 

8 Preemerge Herbicide 

9 Insecticide and ~ematocide 

10 Tractor Fuel and Lube ) 
) 

11 Tractor Repair ) 3. 72 
) 

12 Machinery Fuel and lube ) 
) 

13 Machinery Repair ) 

14 Labor 

15 Loan Payments 

16 Land Rental 

17 Other 

18 Other 

19 Total Expenses Per Acre $ 25.54 

20 x Number of Acres 100 

21 Total Expenses $2 .554.00 - $2 ,554.00 I 

' 
22 I 

~ 
' 

23 Income/Deposits 
I 
I 24 Net Cash Flow - s2 2554.ooj 
I 

·. 
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column by the $8.66 in the 11 Price" column. Likewise the $4.50 

expense for spreading potash can be found on line A5 of Table 

5.1. The $3.72 equipment expense can be derived by adding the 

entries from lines F3 and F4 in the column ·labeled "Fuel, Oil, 

Lube and Repair." They are $1. 40 and $2. 32 for the $3. 72 total. 

All of these total to ma~e the $2,554 net expense, which is 

entered on the CCF Statement for March and the balance lowered. 

In April we had expenses tota1ing $6,723 (Table 5.8). 

These include per-acre expenses of $20.80 for seed corn from line 

A3, Table 5.1, $16.91 for liquid nitrogen from line A6 (2.75 x 

$6. 15), $5 for spreading the nitrogen from line A7, $14.14 for 

preemerge herbicide, line A8, and $9.70 for insecticide and 

nematocide found on line AlO. The $.68 equipment expense is 

found on lines F5 and F6 in the column "Fuel, Oil, Lube and 

Repair. 11 The $6,723 total is entered onto the CCF Statement and 

the balance lowered to $5,461. 

In May we spread l .92 cwt of 30 percent liquid nitrogen to 

complete the 4.67 cwt budgeted (Table 5.9). The $11.81 expense 

comes from Table 5.1, line A6, 1 .92 x $6.15, and the $5 spreading 

expense comes from line A7. These total net expenses in May of 

$1,681, which is entered on the CCF Statement and the balance 

lowered accordingly. We had no cash expenses or incomes 

attributable to corn production in the months of June, July or 

August (Tables 5. l0-5.12). 

In September we had machinery expenses for harvesting the 

corn (Table 5. 13). These can be seen on line F7 for the combine 

expense and line F8 for the truck expense in the column labeled 
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TABLE 5.8 MONTHLY CASH FL6W WORKSHEET MONTH ___ A_.p.....;.r.....;.i..:...1..:...1:...:9-=8....:..4 ___ _ 

Line NCSU Your 

I # Item Estimate Total Estimate Total 

1 Expenses 

2 Lime 

3 Seed Corn $ 20.80 

4 0-0-60. Dry Bulk 

5 I Dry Fertilizer Spreading 
I 

6 
I 

30:.0 liquid Nitrogen 16.91 

7 Liquid Fertilizer Spreading 5.00 

8 Preemerge Herbicide 14.14 

9 Insecticide and Nematocide 9.70 

10 Tractor Fuel and Lube ) I 
) 

I 11 I Tractor Repair ) 
) 

12 Machinery Fuel and Lube ) .68 
) 

13 Machinery Repair ) 

14 labor 

15 loan Payments 

16 Land Rental 

17 Other 

18 Other 

19 Total Expenses Per Acre $ 67.23 

20 x Number of Acres 100 

21 Total Expenses $6 '72 3. 00 - $6 '72 3. 00 

22 

23 Income/Deposits 00.00 

24 Net Cash Flow - $6 '723. 00 



TABLE 5.0 MONTHLY CASH FLOW WORKSHEET 

Line 
Item 

1 Expenses 

2 Lime 

3 Seed Corn 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

I 
I 

i 
I 

0-0-60, Ory Bulk 

Dry Fertilizer Spreading 

30% liquid Nitrogen 

liquid Fertilizer Spreading 

Preemerge Herbicide 

Insecticide and Nematocide 

Tractor Fuel and Lube 

Tractor Repair 

Machinery Fuel and Lube 

Machinery Repair 

Labor 

Loan Payments 

Land Rental 

Other 

Other 

Total Expenses Per Acre 

x Number of Acres 

Total Expenses 

Income/Deposits 

Net Cash Flow 

I 
I 

63 

NCSU 
Estimate 

$ 11. 81 
I 
I 5.00 I 

I 
I 

I 
I 

f 
16.81 

I 100 

~l ,681.00 

I 
I 

C5.08 

MONTH ___ M_a...._y_l::..:9-=8-'-4-~--

Total 

-$1,681.00 

00.00 

-$1.681.00 

I 

I 
I 
I 
I 
I 

I 
I 

I 
I 

Your 
Estimate Total 

I 
I 

i 

I 
l 
I 
I 

I 
I 
I 
! 
I 

I 
I 
' 

I 

I 

I 
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TABLE 5. 10 i10NTHL Y U\Sr~ FLO}; \;ORKSHEET MONTH June 1984 
~~~~~---'-..:......:....~~~-
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TABLE 5.1 MONTHLY CASH FLOW WORKSHEET MONTH Jul,!'. 1984 

l Line NCSU Your 
l 
\ " Item Estimate Total. Estimate Total 
' :{ 

1· 

l Expenses 

2 Lime 

3 Seed Corn 

4 0-0-60, Dry Bulk 

5 Dry Fertilizer Spreading 

6 30% Liquid Nitrogen 

7 Liquid Fertilizer Spreading 

8 Freemerge Herbicide 

9 Insecticide and Nematocide 

10 Tractor Fuel and Lube 

11 Tractor Repair 

12 Machinery Fuel and Lube 

13 Machinery Repair 

14 labor 

I 
15 Loan Payments 

I 16 Land Rental . 

17 Other 

18 Other 

19 Total Expenses Per Acre 

20 x Number of Acres 

21 Total Expenses 

22 

23 Income/ Oepos its 

24 Net Cash Flow 00.00 



I 

I 
I 

TABLE 5.12 MONTHLY CASH FLOW l•JORKSHEET 

Line 
-

1 

2 

3 

4 

5 

6 

7 

8 

9 

lJ 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Item 

Expenses 

Lime 

Seed Corn 

0-0-60, Dry Bulk 

Dry Fertilizer Spreading 

30~ Liquid Nitrogen 

Liquid Fertilizer Spreading 

Preemerge Herbicide 

Insecticide and Nematocide 

Tractor Fuel and Lube 

Tractor Repair 

Machinery Fuel and Lube 

Machinery Repair 

Labor 

Loan Payments 

land Rental 

Other 

Other 

Total Expenses Per Acre 

x Number of Acres 

Total Expenses 

Income/ Oepos its 

Net Cash Flow 

69 

! NCSU I Estimate 

C5. 11 

MON TH -'--_A_u__..g'--u_s t_· _;;;1...:..98.::..4"'-----'--

Total 
j · Your 

Estimate 

I 
I 

~ 

Total 

I 



. . 
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TABLE 5;13 MONTHLY C.l\SH FLQU l~ORKSHEET 

i Line 
~· # 

I 1 

z 
3 

4 

5 

6 

7 

8 

a 
J 

10 
I . 

11 

12 

13 

14 

15 

I 
16 

17 

18 

19 

20 

21 

22 

23 

24 

I 
I 
I 

! 
! 
I 
I 

Expenses 

Lime 

Seed Corn 

Item.· 

0-0-60, Dry Bulk 

Dry Fertilizer Spreading 

30~ Liquid Nitrogen 

Liquid Fertilizer Spreading 

Preemerge Herbicide 

Insecticide and Nematocide 

Tractor Fuel and Lube ) 
} 

Tractor Repair ) 
) 

Machinery Fue 1 and Lube ) 
) 

r~achinery Repair ) 

labor 

loan Payments 

Land Rental 

Qt her 

Other 

Total Expenses Per Acre 

x Number of Acres 

Total Expenses 

Income/Oepos its 

Net Cash Flow 

C5 .. 12 

MONTH __ Se..:..Jp...:t~e=m;;;.;be::.;.r_· ..:.:.:19~8:...;4;..._ __ 

NCSU 
Estimate Total 

Your · 
Estimate Total 

I $ 8. 94 . 

$ 8. 94 

100 

$894.00 -$894.00 

00.00 

- $894.00 
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11 Fuel, Oil, Lube and Repair. 11 The total of the two entries $4.48 

and $4.46 gives us our per-acre expense of $8.94, or $894 total. 

This is then entered onto the CCF Statement and the balance 

lowered to $2,886.00. 

In October of 1984 we sold our corn (Table 5.14). As can 

be seen in the preharvest marketing section, when we exercised 

our put option, we realized $3.1815 per bushel for 5,000 bushels 

and placed the remaining 4,994 bushels in government storage at 

$2.80 per bushel. These combine for a total of $29,890.70. This 

is entered as a net income on the CCF Statement and the balance 

revised to our ending balance of $32,776.70. Note that the net 

income on the CCF Statement is the same as the gross income on 

. the Cumulative Marketing Statement-Production (Table 2.2). 
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Table 5.14 MONTHLY CASH fLOW WORKSHEET 

Line 
Item 

1 Expenses 

2 lime 

3 Seed Corn 

4 0-0-60, Dry Bulk 

5 Ory Fertilizer Spreading 

6 Liquid Nitrogen 

7 liquid Fertilizer Spreading 

8 Preemerge Herbicide 

9 Insecticide and Nematocide 

10 Tractor Fuel and Lube 

11 Tr~ctor Repair 

12 Machinery Fuel and lube 

13 M3chinery Repair 

14 labor 

15 Loan Payments 

16 Land Rental 

17 Other 

18 Other 

19 Total Expenses per Acre 

20 x Number of Acres 

21 Total Expenses 

22 

23 

24 

Income/Deposits* 

Net Cash Flow 

C5 .13 

MONTH October 1984 
~~~~:...:....::...:._..::..::...:::_:_~~~ 

NCSU 
Estimate Total 

Your 
Estimate Total 

$29:sgo.1c 

:$29,890.70 

*Exercise put and realize $15,907.50 and sell into government storage and realize 
$13~983.20 
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COMPUTER INSTRUCTIONS 

As an addition to this study, we have developed a computer 

program that greatly simplifies development of a marketing plan. 

With the computer program, all that is necessary is to input the 

necessary data; the computer will do the calculations for you. 

Obviously, this will be somewhat confusing and even tedious at 

first, but long-run time savings are potentially enormous. 

We have attempted to keep the computer program as 11 user 

friendly" as possible. The computer spreadsheets resemble the 

worksheets as closely as possible so their use is virtually 

identical. The instructions given for the worksheets also apply 

to the computer input. Also, notice that the worksheets are 

numbered Cl, C2.1, C2.2, etc. in the top right hand corner. 

These correspond to page numbers in the computer. spreadsheet. 

For example, the Preharvest Marketing Alternatives Analysis 

Worksheet is labeled C2.1, so its label on the computer 

spreadsheet is page 2 l. These page numbers will be used later 

in presenting specific instructions. 

We have written this program using Multiplan, a commercially 

available software package that allows you to interact with the 

computer much more easily than does a standard language such as 

BASIC. We assume that since you are using this computer package, 

you have some degree of skill with Multiplan. We have tried to 

include some instructions we feel will make The Marketing 

Plan easier to use, but we will not go into the details of 

Multiplan. 
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To begin using this package, load Multiplan into your 

machine so you are looking at a blank spreadsheet with a couple 

of rows of commands at the bottom of the screen. Now place the 

CORNBEP disk in the B drive and load that into your spreadsheet. 

To do this, first type 11 T11 , for Transfer, 11 L 11 for load and then 

11 b:CORNBEP 11 pressing the return key after each entry in 

quotations. After a few seconds, you will be looking at page Cl 

or the computer version of the Corn Breakeven Analysis 

Worksheet. 

Before you are ready to really start working with this 

spreadsheet, there are two things you ~ust do. First, because 

many of the numbers in this worksheet are calculated using other 

numbers in the worksheet, you will need to tell the computer not 

to recalculate all the other numbers every time you change one. 

To do this, while you are looking at the spreadsheet, press the 

letter 11 0" for options. Next, press the space bar so that the 

colored, rectangular cursor is over the word "N0 11 beside 

"Recalc:" and press the return key. You have now programmed the 

computer so that it will not recalculate the worksheet until you 

tell it to. Entering an exclamation point, 11 ! 11 , will tell the 

computer to recalculate. 

Second, be sure you know how to move around the 

spreadsheet. The arrow keys on the lower right portion of your 

keyboard will move the cursor short distances in the direction of 

the arrow. For jumps, or long-range moves, the 11 GOT0 11 command 

is used. This is used for moving from page to page without 
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having to go through everything in between. To do this, while 

looking at the spreadsheet, type "G" for "GOTO". You then 

see a set of subcommands and should type 11 N11 for name. At this 

point, type in the page where you want to go such as "p'age 5 14", 

with no spaces and an underline representing the decimal point. 

Figure l shows the entire Multiplan spreadsheet and the physical 

locations of all the CORNBEP worksheets. This can be a helpful 

guide if you get lost somewhere in the middle. Also, pressing 

the "HOME 11 key wi 11 send you back to the upper 1 eft corner of 

the spreadsheet, or to page Cl. We now turn to some specific 

instructions for the use of CORNBEP. 

Page Cl, or the Corn Breakeven Analysis, is a simple budget 

of your production costs. You will notice two columns, 

11 Estimates 11 and "Actual . 11 The entries in the 11 Estimate·s 11 column 

are your estimates and can be inputted by you. The entries in 

the 11 Actual 11 column are the sum total of that production expense 

over the monthly cash flow statements and cannot be inputted by 

you on this page. Line 18 is the sum of the "Estimates" column 

variable costs. Therefore, since the "Actual" column is your 

actual values, for your Total Variable Cost estimate to be 

realistic, you should make your estimates equal their actual 

values. Line 25 is the sum of lines 20-24 and cannot be 

inputted, and line 28 is the sum of all lines and also cannot be 

inputted. Line 30 is your yield estimate, and line 31 is line 28 

divided by line 30. 
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B/E CF 3/84 . CF 9/84 CCF POST- C~M. MKT. 
H/\RVEST STA. PRO, 

' 
' MKT.ALT. 

1 INPUT 
C.l ! C.5.06 C.5.12 c. 5 .14 . C.2.3 

I 
' 

CF 10/83 CF 4/S4 CF 10/84 C.3~1 CUM. MKT. 
STP.T I STOP.. 

POST-
HA.RVEST 

C.5.01 C.5.07 C.5.12 MKT.ALI, C.3.3 
I OUTPUT I 

CF 11/83 CF 5/84· PRE- INCOME 
HARVEST 

C.3p2 STAT. 

MKT.ALT. 
INPUT 

C.5.02 C.5.08 I c.2.1 C.4 I - i 

CF 12/83 I CF 6/84 PRE-
HARVEST 
r.KT.ALT. 

OUTPUT 
C.5.03 C.5.09 C.2.2 

CF 1/84 ! CF 7/84 • i 
I I 

' I I .. 
! i 
I 

.. 

I ' • I 

. c, 5 .04 C.5.10 
I 

I CF 2/84 CF 8/&4 
I 

I 
C.5.05 C.5.11 

FIG.l. Multiplan Spreaasheet for CORNBEP and Related Worksheets 
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Pages 5 01 through 5 13 are all similar and are all just 

like the Monthly Cash Flow statements in the cash flow section. 

You will notice that we have allowed an entry for almost all 

variable casts because it is these pages that are added to obtain 

the "Actual" column for page Cl. You will input all entries 

except for Total Expenses and Net Cash Flow~ which are calculated 

for you. Line 20, or Number of Acres. will be inputted by you on 

page 5 01 but not on any of the others. Once you have entered a 

number for line 20 on page 5_01, line 20 on pages 5 02 through 

5 13 will have the same value. Enter all expenses as positive 

numbers; the computer will subtract them for you. 

Page 5 14 is the Cumulative Cash Flow Statement. You need 

to input only the beginning balance; all other entries will be 

taken automatically from the monthly cash flow statements. 

Page 2_1 will be inputted by you almost entirely using the 

instructions provided for the worksheet. You will not input line 

#13, however; it will be computed by the computer as explained in 

the instructions. Also, the last three lines will be figured for 

you using information you have already supplied the computer. 

Page 2_2 requires no inputs by you at all. However, this is 

a very important page because the output provtded here will be 

the basis for your marketing decisions. 

Page 2 3 is a summ~ry of your marketing decisions. You will 

need to input your decisions in columns 27, 28~ 29 and 30; column 

31 wi11 be computed for you. In this case, costs need to be 

inputted as negative numbers. Because of the need elsewhere for 
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information on your government loan status~ you need to input 

that information on line 5. If you are not using the government 

program, simply enter zeros for this row. Remember that the # 

Bushels column is for the number of bushels committed to a 

marketing strategy. Decisions like participation in the 

government loan program and buying a put option do not commit you 

to sell corn in those markets. For this reason~ even though you 

have a per-bushel gain or expense that requires an entry in the 

#Bushels column (for the purpose of calculating column 3l)j you 

will have to subtract those bushels from the column as we have 

done for the government program and our put option. All entries 

for lines 24 and 25 will be computed for you. 

Page 3 l, like page 2 l, is inputted entirely by you using 

the instructions provided for the worksheet. Pages 3 2, like 

page 2 2 requires no input but is very important because 

marketing decisions for your stored corn will depend on this 

information. Page 3 3 is done exactly like 2 3, inputting the 

first three columns and taking care that the # Bushels column 

total doesn 1 t exceed the number of bushels you have stored. 

Page 4, or your income statement, requires no inputs by 

you. All information is taken from previous sections of the 

spreadsheet, so you don't have to keep track of those figures. 

Thts is an important page because this is your income - what you 

actually made this year in your corn enterprise. 

Finally, we would like to make some suggestions that will 

make using the computer a little easier. First, be sure that you 
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have set the worksheet so it will not recalculate until you tell 

it to. You will .have to reset this everytime you reenter the 

worksheet, but it will be worth the extra time. Also, afte~ you 

have inputted the necessary numbers and you have the spreadsheet 

on your screen, simply key in an exclamation point ("!") and the 

entire spreadsheet will be retalculated using the new numbers. 

Another suggestion is to use a spreadsheet cleared of all our 

data and save it under a new name so that the only numbers your 

actual spreadsheet can use will be your own. It is necessary to 

save your data under a different name so that you can return to 

CORNBEP from time to time for referenc~. (Saving it under the 

same name would write over the original CORNBEP.) 

Once again, these instructions are for our program CORNREP, 

not Multiplan. If you are having trouble getting s~arted, 

consult your Multiplan manual or some qualified person. We feel 

you will find_the spreadsheet quite easj to use with a minimal 

amount of effort. 
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