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SHARED MACHINERY ARRANGEMENTS CAN REDUCE COSTS 

 

 Economic efficiency is paramount to profitability in crop production operations these days. 

Machinery and production equipment costs represent a major cost factor and one that has been on 

the rise in recent years. The National Agricultural Statistics Service reports that machinery and 

equipment expenses and fuel expenses have increased by 11% and 14% respectively from 

2006 to 2007. Proper management of these costs represents a key area where producers can 

effectively and efficiently recapture gross margin. 

 Joint ownership of equipment is one way to manage costs. Successful joint ownership requires 

both a written agreement at the beginning and ongoing good communication between parties. 

We are entering a time where small producers cannot afford new equipment or for that matter 

keep up with repairs on old equipment. Sometimes it just makes a lot of sense when parties share 

equipment with large price tags such as sprayers and combines. 

 Successful joint ownership can reduce machinery expense but requires both a written agreement 

at the onset, ongoing good communication between the parties and a well thought out exit 

strategy if something major changes. We all have heard about a situation when the above didn’t 

happen between family members, relatives or friends. 

 It is important that you include an exit plan. Many people do not anticipate changes that can 

occur. This plan outlines the steps necessary to dispose of the asset in an equitable manner, per 

the agreement of both parties. 

 For example, two operators have a written agreement to share a tractor. The agreement specifies 

that if an operator wishes to dissolve the agreement, he or she would notify the second operator in 

writing at least 30 days in advance. The second operator, by written agreement, may have the 

option of buying the first operator's remaining share, based on an appraised value. 

Specify in writing before you enter into the agreement of how you will arrive at a fair appraised 

value. If the second operator chooses not to buy out the first operator, the equipment could be sold 

on the open market to the highest bidder and the remaining loan balances paid off. Any proceeds 

from the sale would be split by the parties involved. 

 There’s a good article on the new CropWatch website that shows people how to split costs and 

lists all the key questions that need to be answered with joint ventures, plus the pros and cons. 

You can find this article at: cropwatch.unl.edu/web/cropwatch/survivinghighinputcosts. It is the 

same website that has the UNL crop budgets.  

 Joint ownership of major farm equipment for farm operations can be a good strategy as long as 

the parties involved have a good, well thought out plan and it makes sense financially. Do your 

homework and your operation could be both more efficient and cost effective. 
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