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Distribution of NFI by year

How a CDF works
◦ A point on the blue line represents the % of farmers earning 

that NFI or lower

◦ The more horizontal the line the greater the range of NFI

◦ Lines to the right are better

Last year 30% of farmers had negative NFI
◦ 2nd worse year in 10

◦ This is even after significant extra government payments

◦ on the positive side, 70% of farmers had positive NFI
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Same information as previous slide but as a PDF

Producers would certainly like to see more years like 2020 and 

2021

2021 had more than a quarter of farms earn more than 

$200,000

Any improvement in 2025 and 2026?
Maybe

• While grain prices remain low, more ad hoc payments
• Changes in OB3 could greatly increase 2026 NFI
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Distribution of NFI – 10 yr combined

When averaged across 10 years, most farms are doing OK
◦ Based on a panel dataset (consistent set of farms)

There may be motives other than profit contributing to 
the 6% of farms with a negative 10-yr NFI

The median NFI over 10-years was about $75,000 per 
year
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Machinery is largest expense

2024 for central Kansas

Machinery 34% of total expenses

Fertilizer 16%

Herbicides 12% (only 2% in ‘78)

Seeds 11% (only 6% in ‘78)

Cash rent 7%

Interest 5% (13% in ‘78)

Crop insurance 3%

Labor 3%

Other 8%
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Focus on Machinery Expenses
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Ability to control expenses
Machinery – Purchase strategy and timing (Don’t need to buy every year)

Fertilizer – Price taker (so somewhat limited)
◦ N will likely need every year (for corn, wheat, grain sorghum)
◦ P and K – can sometimes skip years (soil testing recommended)
◦ Lime – apply based on soil tests
◦ Crop  choice can make a big difference! (no N for soybeans)

Herbicides – limited
◦ Owning your own sprayer can be an advantage to custom operation (high machinery cost)

Seeds – limited

Cash rent – ability to negotiate so opportunities exist to change rental rates

Interest – based on amount of debt capital employed 

Crop insurance – based on coverage level chosen

Labor – limited (mechanization vs manpower)
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Options for Machinery
Purchase
◦ Replace frequently
◦ Replace something every year
◦ Replace when cash is available
◦ Keep it forever
◦ Cost minimization

Lease

Rent

Custom Hire
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Option 1: Purchase
Advantages 
◦ Control over use of machine, easier management, timeliness
◦ Generally considered less expensive in the long run
◦ Tax advantages – 179 depreciation can significantly lower NFI in high income years

Disadvantages
◦ May require more cash up front, tie up capital
◦ Farmer pays for all operating expenses (labor, fuel, repairs, insurance, taxes)
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Reasons to Replace
Cost minimization
◦ Rule of thumb: Replace when the annualized total cost of owning and operating the machine 

begins to increase
◦ i.e., Depreciation and interest decrease over time while repairs increase and fuel costs stay constant

◦ Models are very sensitive to estimates
◦ Requires some knowledge of future repairs

◦ Typical curves are very flat
◦ i.e., wide possible range of replace ages 
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Example of cost minimization
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Reason to Replace (cont)
Reliability
◦ Previous cost minimization left this out
◦ Ability to get crop planted or harvested at the optimal times

◦ Small harvest windows

◦ Weather damage the longer crop stays in the field

◦ Difficult to measure
◦ Intuition? 
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Reason to Replace (cont)
Other
◦ Pride of ownership
◦ New technology
◦ Need for capacity
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Option 2: Rent
Advantages 
◦ Short-term contract (hours, days, weeks, or months)
◦ Low capital commitment
◦ Better control over machine operation

Disadvantages
◦ The number of rental companies might be limited
◦ Farmer needs to operate machine
◦ May need insurance on machine
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Option 3: Custom Hire
Advantages 
◦ Producer not responsible for machine repairs, daily maintenance, selling machine, etc.
◦ Free up time and avoid hiring part-time help

◦ i.e., Operator is part of package

◦ No long-term capital commitment
◦ Ideal for specialized work 
◦ Know your costs in advance (no surprises)

Disadvantages
◦ Less control over timeliness and quality of work
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Is there another option to this?
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Of course you still need a header

717,000
172,000
-----------
889,000
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Gleaner M2 – a Class 5 combine, is cheap
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Questions to Consider
How much will it cost? (total cost and $/acre) Will the machine increase 
efficiency or profitability on my operation? Can my capital be used more 
profitably in other areas of my farm? (ROI)

Can I afford it? How much capital do I need? How will it impact my 
working capital and cash flow?

Are there tax advantages to owning? (Depends on your situation)

What about reliability and timeliness?
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First, Make Sure Equipment is Running 
Well (before you do anything else)
Doing a poor job of planting or harvesting can be very expensive

2 kernels of corn per sq ft – 1 bu/ac

4 soybeans per sq ft – 1 bu/ac
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KSU Crop budget Issues
KSU Crop Budgets 

o Kansas Farm Management Guides KSU Ag Economics – 2016-2026 Projections

Key Issues with KSU Crop Budgets 

o Direct (Variable) versus Fixed Costs

 Direct Variable Cash Costs vs Fixed Costs of Land, Machinery & Family Living

Key Principle – Covering Direct Costs vs Full Economic Costs 

o To continue producing crops as long as Price$ > Direct Costs
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Predictions
(and things to worry about)
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Diesel fuel
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Fertilizer predictions

Worry – Is 
there much 
chance of 
lower 
fertilizer 
prices?
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Why worry about diesel fuel?

Capacity is down and is not coming back

We are keeping 60 year old plants running at 90% 
utilization rates
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Thank you!
Gregg Ibendahl 
◦ email: ibendahl@ksu.edu
◦ twitter: @Ibendahl
◦ Check out my Substack

◦ agricultural.substack.com


