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Real World Operations Real World Operations 

Cost BenchmarkingCost Benchmarking

What’s Out  ThereWhat’s Out  There

•• Published Custom Rates (Market)Published Custom Rates (Market)

•• Estimated CostsEstimated Costs

•• Often by ledger account, rather Often by ledger account, rather 

than activitythan activity

•• Terminology and classificationsTerminology and classifications

–– PlantingPlanting

–– CombiningCombining
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VariablesVariables
•• Classifications (LCD)Classifications (LCD)

–– PlantingPlanting

–– CombiningCombining

–– TillageTillage

•• Equipment sizeEquipment size

•• Equipment age vs. technologyEquipment age vs. technology

•• ScaleScale

•• Labor allocationsLabor allocations

•• Unused capacityUnused capacity

•• Allocation “hops” (i.e. Shop)Allocation “hops” (i.e. Shop)

Crop #1

Crop #3

Crop #2

Crop

Planting

Shop &

Maintenance
Trucking

Multiple Levels of Allocation

Labor
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VariablesVariables
•• Fuel allocations?Fuel allocations?

•• Depreciation methodsDepreciation methods

•• Allocation units Allocation units 

•• Which acres?Which acres?

•• Which hours?Which hours?

•• Custom farmingCustom farming
–– Cost center (cost reducer)Cost center (cost reducer)

–– Profit center (MV charge)Profit center (MV charge)

•• “Slush funds”“Slush funds”

•• Contribution marginContribution margin

Limitations?Limitations?
•• FeasibilityFeasibility

–– Doesn’t replace B?? ModelDoesn’t replace B?? Model
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OperationsOperations

• Crop operations linked to

• N centers (Activities)

• Uses one or more cost 

drivers

• To allocate standard costs

• To production centers

• And measure variances from 

actual

Cost DriversCost Drivers
•• Center Acres Center Acres 

•• Planted / Harvest AcresPlanted / Harvest Acres

•• Harvest Quantity Harvest Quantity 

•• Center Operation AcresCenter Operation Acres

•• Center Operation Hours Center Operation Hours 

–– Machine hours?Machine hours?

–– Clock hours?Clock hours?

•• Center Operation Miles/UnitsCenter Operation Miles/Units
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Hired LaborHired Labor

•• Through S centers using annual Through S centers using annual 

% to allocate to N centers% to allocate to N centers

•• Through time entries in Payroll Through time entries in Payroll 

allocated to S, N and sometimes allocated to S, N and sometimes 

C and M centersC and M centers

•• Through labor “pools”Through labor “pools”

FuelFuel

•• S center % to N centersS center % to N centers

–– By location of tankBy location of tank

–– By use (highway vs. offBy use (highway vs. off--road)road)

•• Through InventoryThrough Inventory

–– Applied through crop macro Applied through crop macro 

entryentry

–– Journal entry to equipmentJournal entry to equipment
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ShopShop

•• Direct to production centersDirect to production centers

–– If maintain employee detail in S If maintain employee detail in S 

centerscenters

•• Through operationsThrough operations

–– If maintain employee detail within If maintain employee detail within 

PayrollPayroll

•• Charged directly to equipmentCharged directly to equipment

Drill DownDrill Down

•• LaborLabor

•• FuelFuel

•• OwnershipOwnership

•• Lease?Lease?

•• Depreciation methodDepreciation method

•• (XY) Cost vs. Acres(XY) Cost vs. Acres

•• HoursHours

•• Custom income offsetCustom income offset
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Pass #1Pass #1

•• Explore variabilityExplore variability

•• Learn how others do thisLearn how others do this

•• Draw out the story behind the Draw out the story behind the 

numbersnumbers

•• Format and attributes? (FFSC?)Format and attributes? (FFSC?)

•• Begin standardizing processesBegin standardizing processes

•• Determine value or new directionsDetermine value or new directions

•• Who gets to see the results?Who gets to see the results?
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