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Jim and Sally Butler are getting ready for their third year in business producing alfalfa 

hay. The couple has been using custom operators to mow or windrow their hay, and 

have been informed that custom prices will be going up due to high fuel and other costs. 

They had been paying $10/acre, and now windrowing will cost $19/acre. The Butlers are 

considering other options in the form of owning or leasing their  

own machine . . .
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The Decision The Butlers now have a solid  estimate 
for the potential operating costs of the 
swather. They can use this with the other 
information in Table 1 to compare their 
alternatives. At 250 hours per year, the 
Butlers expect to cover 4,533 acres in a 
year with the purchased machine. Their 
cost would be $13.03/Acre if the wind-
rower is purchased and would be $13.95/Acre if it is leased, assuming they need all the  estimated hours. 

The Butlers should be able to purchase and operate a windrower for a much lower cost than hiring a custom 

operator at $19/Acre, Table 4.
Other Considerations However, there are some additional considerations the Butlers should review before they make their 

final decision. We have assumed the same operating costs for leasing a machine as owning it—some leases 

include provisions to cover at least a portion of major repair costs. If this is the case, it could lower operat-

ing cost for a leased machine. In addition, the actual  number of hours of annual use or acres covered must 

closely match the Butler’s estimate to result in annual costs that match their forecast. Significantly fewer 

hours or fewer acres will substantially raise the cost of operating the swather compared with their initial esti-

mate. The Butlers may also have differing cash flow considerations for owning a machine compared to hiring 

the work done.  Another critical consideration is whether skilled labor is available to operate the windrower. Do Sally, Jim, 

or an existing employee have the skills to operate the machine? Does the individual have time to operate 

the machine? Are there important tasks that may not be completed on time if the individual is operating a 

windrower. One of the main benefits of owning a windrower is not waiting for a custom operator: being able to cut 

hay when it is ready and not experiencing quality reductions due to unforeseen circumstances with a delayed 

custom operator. Another potential benefit is the possibility that the Butlers could use their machine to pro-

vide custom services, further enhancing the revenue stream associated with owning it. 

R i g h t R i s k  s e e k s  t o  m a k e  i t s  p r o g r a m s  a n d  a c t i v i t i e s  a v a i l a b l e  t o  a l l  i n d i v i d u a l s  r e g a r d l e s s  o f 

r a c e ,  c o l o r,  n a t i o n a l  o r i g i n ,  a g e ,  d i s a b i l i t y,  o r  w h e r e  a p p l i c a b l e ,  s e x ,  m a r i t a l  s t a t u s ,  f a m i l i a l 

s t a t u s ,  p a r e n t a l  s t a t u s ,  r e l i g i o n ,  s e x u a l  o r i e n t a t i o n ,  g e n e t i c  i n f o r m a t i o n ,  p o l i t i c a l  b e l i e f s , 

r e p r i s a l ,  o r  b e c a u s e  a l l  o r  p a r t  o f  a n  i n d i v i d u a l ' s  i n c o m e  i s  d e r i v e d  f r o m  a n y  p u b l i c  a s s i s t a n c e 

p r o g r a m .
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* The J im and Sal l y  But ler  operat ion  is  a  case study  example  created to  demonstrate  R ightRisk  too ls  and the i r  appl icat ions .  

No ident i f icat ion  wi th  actua l  persons l i v ing  or  deceased,  p laces ,  or  agr icu l tura l  operat ion  is  in tended nor  should  be  in fer red.

Table 4. Summary of Butler Hay Harvest Options.Annual 
Operating 
Cost/Acre

Annual 
Loan or Lease Payment

Loan or Lease  Payment/Acre
Total 

Cost/Acre

Own $ 9.10 $ 17,805 $ 3.93 $ 13.03 

Lease $ 9.10 $ 22,000 $ 4.85 $ 13.95 

Custom $ 19.00
--

$ 19.00
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Jim and Sally Butler* are getting ready for their third year in business producing alfalfa 
hay. The couple has been using custom operators to mow (or windrow) their hay, and 
have been informed that custom prices will 

be going up due to high fuel and other costs. They 
had been paying $10/acre, and now windrowing 
will cost $19/acre. 
 The Butlers are considering other options in 
the form of owning or leasing their own machine. 
After doing some investigating they have found a 
late model used rotary-disc mower available for 
$75,000. The equipment company is offering the 
option to own it outright (5 year loan term, 6% 
interest) or lease it at $22,000 per year. 
  The Butlers are struggling to make an 
 informed decision on the best option for windrow-
ing their hay based on the basic information in Table 1. Simply looking at the initial purchase 
price in the form of a yearly loan or lease payment does not give an accurate picture of what 
they should expect the machine to cost to operate, or the ability to compare it with hiring a 

custom operator. 
 Machinery and equipment is often one of the largest expense 
categories for a farm or ranch operation, especially for new opera-
tors. It is important to have a firm expectation for the annual total 
of these expenses and not just a best guess of what they could be. 
Stated in another way, the Butlers need to develop an accurate 
estimate of their estimated cost per acre to compare with the cus-
tom hire option and account for the inherent risk and variability 
present in their estimates. 
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