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Production Costs

* Profits are not always > 0
Yield and price variability

e Short-term economic situation

Variable costs and cash costs

* Long-term economic situation

Cash and non-cash costs
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WSU Apple Enterprise Budgets

2009 Conventional Gala

2010 Organic Gala

2012 Conventional Honeycrisp
Conventional Red Delicious

2014 Conventional Gala
Conventional Red Delicious
Organic Gala
Organic Red Delicious

2019 Conventional Gala

Conventional Fuiji
Conventional Granny
Conventional Honeycrisp
Conventional Cripps Pink

2022 Organic Gala
Organic Honeycrisp




How to find WSU Apple Enterprise Budgets
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The purposes of these budgets are to estimate the costs and returns from producing these

crops for research and policy purposes and to provide producers and their credit providers with a
tool to use in enterprise selection and financing.
You've visited this page many times. Last visit: 12/8/19
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Washington Enterprise Budgets for Crop Commodities ... Alfalfa, 1996 Alfalfa Seed Enterprise
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Washington State University has a history of developing and publishing enterprise budgets for
many of the major crops grown throughout Washington State. The purposes of these budgets are

Financial Analysis &
Record Keeping

to estimate the costs and returns from producing these crops for research and policy purposes

and to provide producers and their credit providers with a tool to use in enterprise selection and Careful record keeping and some
financing. basic financial analysis can take
| Want to Give ome of the guesswork and stress
Undeoraduet Washington Enterprise Budgets for Crop Comnjodities put of being a business manager
Graduate Progra Search: « Motivation - Why get
PhD Students on Job Commodity + Title $ Authol $ Date $ Link $ excited about financial
Market 2 analysis?
People Alfalfa 2012 Irrigated Alfalfa Hay Budget Under Norberg, 2014  pdf * Analyzing your farm'’s
ReaZE Center Pivot in the Columbia Basin Neibergs excel financial performance -
Skl (FS133E) Cash flow statements
Extension Economics ' « Investment analysis -
AU Alfalfa Organic Alfalfa Management Guide (Feb  Fuerst, 2009  pdf Different evaluation
2009) (EB2039E) Koenig, methods
Kugler * Amortization of loans
y Making them cash flow
Painter,
Stannard, More...
Goldberger
Alfalfa Spreadsheet for Dryland Organic Alfalfa Painter 2009 pdf
Production excel

onmental &

Alfalfa 2009 Costs of Producing Alfalfa Hay Hinman, 2009 pdf
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Crop Enterprise Budgets

Washington State University has a history of developing and publishing enterprise budgets for
many of the major crops grown throughout Washington State. The purposes of these budgets are
to estimate the costs and returns from producing these crops for research and policy purposes
and to provide producers and their credit providers with a tool to use in enterprise selection and
financing.
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Apples 2015 Cost Estimates of Establishing and Galinato, 2017 pdf
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Financial Analysis &
Record Keeping
Careful record keeping and some
basic financial analysis can take
some of the guesswork and stress
out of being a business manager:

* Motivation - Why get
excited about financial
analysis?

* Analyzing your farm's
financial performance -
Cash flow statements

¢ Investment analysis -
Different evaluation
methods

* Amortization of loans -
Making them cash flow

More...




2022 WSU Enterprise Budgets - Organic Gala and
Organic Honeycrisp

2022 COST ESTIMATES OF PRODUCING AND
PACKING ORGANIC GALA APPLES IN

WASHINGTON

Preface
The resalix presentad = e WL peblication serve i » genend guade for cvad the feaxidibty of producng omgarse Ouls
-Wn‘u‘mmﬂblﬁp—y-dh-pﬂnﬁ---m-p. m-ﬂn‘hmmdﬁl—
n-.dw(h# boards This publ = not dod @ be s defizs .nhb & F bt it in

ded 1 be belpful in % the phymcal wd f <urr of v Specific budget smasrp
m-bpdfwu-l-’rhllh- % may not repe the concity -dl, <. o mark = ance
production coots and returms vary scroes orchard of depercing on tie followeng factorx
®  Cugotal, labor, and redursd resources ®  Culturyl practces
*  Crop yiekds ®*  Orpesc Ouls prces
®  Type s sire of mackenery, prgation, snd frost control ®  Owchurd sine

rywrTza *  Meagosent skilix
®  Input pricex ®  Fhotc and shiotic orchard vessbies
Cost etimations m the exterprae budget abo vary depending on ¥ miended use. To wvedd draws k foe wry

m«d—&:—hﬂhhm-ﬁ—mnﬂnh‘mﬁdm-ﬁmhm-—— or both s
sppropesde for thetr ows orchard operstion.

Organic Gala Production in Washington State

2022 COST ESTIMATES OF PRODUCING AND
PACKING ORGANIC HONEYCRISP APPLES IN

WASHINGTON
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Organic Honeycrisp Production in Washington State




WSU Budgets - Assumptions

Organic Gala

Organic Honeycrisp

Farm size (acre) 300 300
Productive block size (acre) 55 33
Gross yield full production (bin/acre) 80 65
Bin size (Ib/bin) 950 690
Packout (box/bin) 19 13
FOB price ($/40-Ib box) 36 72
In-row spacing (feet) 4 3

Bet. row spacing (feet) 10 10

Root stock Geneva series Geneva series
Life of planting (years) 20 15
Tree density (trees/acre) 1,089 1,452

Trellis system

Spindle trellis system

Block architecture

Randomly trained w/18” radius from tree center




Capital Requirements

Wind Machine [N

Mainline & Pump .

Pond (Yr3) [

Irrigation System [N = Organic Honeycrisp

Trellis System [N = Organic Gala
Reflective ground cloth (Yr 4) -
Operating Expenses
Land

0 5,000 10,000 15,000 20,000 25,000
$/acre

Organic Gala Organic Honeycrisp

Total Requirements ($/acre) 59,958 64,761




Total Costs and Returns - Summary

Total Returns and Total Costs ($/box)

80.00

70.00
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0.00

Organic Gala Organic Honeycrisp

® Opportunity,
management,
amortization

m Depreciation
m Taxes, insurance,
miscelaneous

m Variable costs

® Total returns ($/box)

Why in $/box?

Organic Organic
Gala Honeycrisp

Productive 55 33
block size
(acre)
Gross yield full 80 65
production
(bin/acre)
Bin size 950 690
(Ib/bin)
Packout 19 13
(box/bin)
FOB price 36 72

($/40-Ib box)




Cost categories:

1. Variable

2. Cash

3. Cash + Depreciation (Accounting cost)
4. Total Cost (Economic cost)

Organic Gala ($/acre) Organic Honeycrisp ($/acre)
Variable 36,180 Variable 27,824
Cash 36,650 Cash 28,294
Cash + 37,773 Cash + 29,416
depreciation depreciation
(Accounting costs) (Accounting costs)
Total (Economic 45,389 Total (Economic 38,114

costs) costs)




Total Costs and Returns

Total Packout | Packout FOB Total Total costs ECONOMIC
production (%) (box/bin) Price returns (Economic PROFITS
(bins/acre) ($/box) ($/acre) costs) ($/acre)
($/acre)
Organic 80 80 19 36 43,776 45,389 -1,613
Gala
Organic 65 75 13 72 45,630 38,114 7,516
Honeycrisp
Total Packout | Packout FOB Total Costs ACCOUNTING
production (%) (box/bin) Price returns (Accounting PROFITS
(bins/acre) ($/box) ($/acre) costs) ($/acre)
($/acre)
Organic 80 80 19 36 43,776 37,773 6,003
Gala
Organic 65 75 13 72 45,630 29,416 16,214

Honeycrisp




Variable Costs

How do labor costs compare to total variable costs (packing costs included)?

Variable costs ($/box)
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Organic Gala

$43.90

$10.77
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Organic Honeycrisp

m Interest (5% of Variable Costs)
Overhead (5% of Variable Costs)
Crop Insurance
Organic certification fees
Packing

m Elec., maint., repair, fuel, lube

m Water
Beehives
Chemicals & Fertilizer

m L abor-harvest

m Labor-other




Variable costs ($/box)

Variable Costs

How do labor costs compare to total variable costs (packing costs

25
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$12.19
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Organic Gala

excluded)?

$21.44

$10.77

— —

Organic Honeycrisp

m Interest (5% of Variable Costs)
Overhead (5% of Variable Costs)
Crop Insurance
Organic certification fees

® Elec., maint., repair, fuel, lube

= Water

Beehives

Chemicals & Fertilizer
Hm Labor-harvest

m Labor-other



Labor costs ($/box)

14
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Labor Costs (in the field only)

Organic Gala

Organic Honeycrisp

How are labor costs distributed across various field activities?

m Harvest
Weed control (buming/hand
weeding)
Reflective ground cloth
Frost protection

® Irrigation

= General
Chemicals & fertilizer

Green fruit thinning

® Prunning, training




Chemical & fertilizer costs ($/box)

5.0
4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5
0.0

Chemicals and Fertilizer
How are chemical costs distributed across different types?

Organic Gala

Organic Honeycrisp

m fertilizer

® chemical thinning

= sunburn protection

H rodenticide

mdisease

insecticide

herbicide



Break-even Prices ($/box)

Cost category Organic Gala Hé?qrg;;iizp
Variable $29.75 $43.90
Cash $30.14 $44 .64
Cash + depreciation (Accounting costs) $31.06 $46.42
Total (Economic costs) $37.33 $60.14




Sensitivity Analyses: Net returns at different FOB price ($/box)

and production volume

Organic Gala

Net returns ($/acre)

-15,000

Net production (bins/acre)

——$32 —=-$34 —-$36 ——$38 ——3$40

Net Returns ($/acre)

Organic Honeycrisp

20,000

15,000

10,000

5,000

0 I I I I
41 45 49 53 o7

Net production (bins/acre)

——$67 —-$69 —-$72 —-§75 —-§77



Grower receives the residual price of the supply chain.

Price ($/Ib) | % of the price
Consumer price per pound at the retail market 2.99 100
(Example: Organic Gala apple)
Retailer 2.06 69
Packinghouse + Marketer 0.44 15
Grower 0.49 16

2022 Food dollar: Marketing bill (nominal)
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Source: https://www.ers.usda.gov/data-
products/food-dollar-series/documentation




Concluding Remarks

* Profits will not be > 0 every year
* Price fluctuation
* Yield fluctuation
 Labor is the largest cost in the field.

 Break-even prices ($/box):

Cost category Organic Gala Hgg;cnrligp

Variable — Shutdown price $29.75 $43.90

Cash + depreciation

(Accounting costs) $31.06 $46.42

Total (Economic costs) $37.33 $60.14




Contacts:
R. Karina Gallardo

karina_gallardo@wsu.edu

Suzette P. Galinato
sgalinato@wsu.edu

Webpage:
https://ses.wsu.edu/enterprise budgets/
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Please share your
feedback with us.

Scan the QR code and
share your thoughts
about the WSU Crop
Enterprise Budgets.

Thank you!




