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Production costs

* Profits are not always > 0
* Yield and price variability

 Short-term economic situation
e Variable costs and cash costs

* Long-term economic situation
« Cash and non-cash costs

Source: WSFC — Northwest Cherries



WSU Sweet Cherry
Enterprise Budgets
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Update 2022- 4 varieties:

* Chelan

« Skeena

« Coral Champagne
« Sweetheart

2021-2022 COST ESTIMATES OF

ESTABLISHING, PRODUCING, AND PACKING

CHELAN SWEET CHERRIES IN WASHINGTON
STATE
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How to find WSU Sweet Cherry
Enterprise Budgets
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Crop Enterprise Budgets | Washington State University - WSU ...

ses.wsu.edu » enterprise_budgets ~

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

Crop Enterprise Budgets | Washington State University - WSU ...
ses.wsu.edu > agriculture-international-marketing ~

Washington Enterprise Budgets for Crop Commodities ... Alfalfa, 1996 Alfalfa Seed Enterprise
Budget, Walla Walla County, Washington (EB1375), Gary, Willett ...
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Washington State University has a history of developing and publishing enterprise budgets for

Financial Analysis &
Record Keeping

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 Careful record keeping and some
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Graduate Program Search: « Motivation - Why get
PhD Students on Job Commodity ¢ Title 2 Autho 4 Date ~ Link - excited about financial
Market : analysis?
People Alfalfa 2012 Irrigated Alfalfa Hay Budget Under  Norberg, 2014  pdf * Analyzing your farm’s
SR Center Pivot in the Columbia Basin Neibergs excel h.nancnal performance -
(FS133E) Cash flow statements
Extension Economics ¢ Investment analysis -
Bxtension Economics Alfalfa Organic Alfalfa Management Guide (Feb Fuerst, 2009  pdf Different evaluation
Community and 2009) (EB2039E) Koenig, methods
Regional Economics Kugler « Amortization of loans
Health Economics ; Making them cash flow
Painter,
Specialty Crops Stannard
Economics - More...
Goldberger
Wheat & Small Grains
Livestock Economics Alfalfa Spreadsheet for Dryland Organic Alfalfa Painter 2009 pdf
Tree Fruit Economics Production excel

Environmental &

Natural Resources 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.

Washington Enterprise Budgets for Crop Commodities

SeIrch: | cherries|
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Commodity ¢ Title ¢ Author s Date $ Link

Cherries 2015 Cost Estimates of Establishing, Producing, and Galinato, Gallardo 2016 pdf
Packing Sweetheart Sweet Cherries in Washington State excel
(TB34)

Cherries 2015 Cost Estimates of Establishing, Producing, and Galinato and 2016 | pdf
Packing Bing Sweet Cherries in Washington (TB22) Gallardo excel

Cherries 2009 Cost Estimates of Establishing and Producing Galinato, Gallardo, 2010 | pdf
Sweet Cherries in Washington (FS022E) Taylor excel

Cherries Cost of Establishing and Producing Sweet Cherries in Hinman, Hoheisel 2007 § pdf
Central Washington in 2007 (EB2026E)

Cherries Cost of Establishing and Producing Sweet Cherries in Hinman, Watson 1998 | pdf
Central Washington in 1998 (EB1877E)  ——



WSU enterprise budgets — PDF & Excel

2021-2022 COST ESTIMATES OF
ESTABLISHING, PRODUCING, AND PACKING

SWEETHEART SWEET CHERRIES IN

WASHINGTON STATE
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Production in Washington
State
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Table 2. Cost and Returns per Acre of Establishing, Producing and Packing Sweetheart Sweet Cherries on a 12-Acre Block

Establishment Years

Full Production™

Year 1 Year 2 Year 3 Year d Year S
Estimated Net Production, Fresh (1b/acre)® 160000 800000 14,400.00 19.200.00
FOB Price, Fresh ($/1b)° 205 205 205 205
Estimated Net Production, Cull (Ib/acre) 40000 200000 3,60000 480000
FOB Price, Cull (3/1b) 0.04 004 004 0.04
Total Returns ($/acre) 329600 1648000 29 664.00 39.552.00
Variable Costs (S/acre):
Establis]
So1l Preparation 243952
Trees (including labor) 390000
Pruning & Training” 10880 45696 60928 78336 121856 £70.40
Green Fruit Thinning” 0.00 0.00 0.00 0.00 43520 43520
Irrigation Labor” 115.05 16107 16107 207.09 207.09 207.09
Chemicals™" 62957 109494 161626 1,77007 184259 184259
Monitoring & Testing” 66.00 66.00 206.00 206.00 206.00 228.00
Fertilizes™" 84.89 170.00 25489 28426 28426 28426
Frost Protection (Labor)® 1726 1726 1726 1726
Bechives 114.00 114.00 114.00 114.00
General Farm Labor™ 22500 22500 22500 22500 22500 22500
Irrigation Water & Electric Charge 27500 275.00 27500 27500 27500 27500
Drying Cherries’ 350.00 350.00 350.00 350.00
Hary s
Picking Labor 500.00 2,500.00 4.500.00 6,000.00
Other Labor (checkers, tractor drivers) 10000 50000 900.00 1,200.00
Hauling 30.00 150.00 270.00 360.00
Warchouse Packing Charees™ 1.200.00 6,000.00 10,800.00 14,400.00
Mai | Regai
Maintenance & Repair 26500 26500 300.00 300.00 300.00 300.00
Fuel & Lube 240.00 270.00 280.00 32000 360.00 360.00

Other Vagiahle C



WSU budgets are based on assumptions and data collected from
a group of experienced growers

Farm size (acre) 300 300 300 300
(Pargrcél;ctive block size 12 12 3 12
Sr:)o;jci’iis:]d (Tll;/"acre) 18,000 24,000 18,000 24,000
Packout (%) 80 80 80 80

FOB price ($/Ib) 2.55 2.35 2.25 2.05
In-row spacing (feet) 6 6 6 10

Bet. row spacing (feet) 12 12 12 16

Root stock G12 G12 G12 Mazzard
Life of planting (years) 25 25 25 25

Tree density (trees/acre) 605 605 605 272
Trellis system Vertical trellis No trellis

Block architecture Central leader, three dimensional



2022 sweet cherry yield and FOB prices

during full production

30,000
25,000
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Capital requirements, 2022

Wind Machine

Irrigation System

Trellis System

Operating Expenses

Land

o

5,000

Sweetheart

Coral
Chelan Skeena Champagne Sweetheart
Annual capital
requirements ($/acre)| 46,811 46,881 47,480 36,999
10,000 15,000 20,000
w Coral Champagne mSkeena mChelan




Total returns versus total costs ($/acre)

50,000

40,000 36,864

30,000
28,233

20,000

Total costs & total returns ($/acre)

10,000

0

Chelan

Production costs on a full
production year

45,312

33.815 32,’544

I 28,482

Skeena Coral
Champagne

39,552

35,059

Sweetheart

m Variable costs

m Taxes, farm insurance,
miscellaneous

m Depreciation costs

Opportunity,
management, amortized
costs

+ Total returns

Total costs



Total returns versus total costs ($/Ib)

$3.00
Cash + depreciation+ opportunity +
$2.55 management + amortization ($/Ib)
) 2.50 °
2 3 $2.35 $2.25
g . $2.05 m Cash + depreciation ($/Ib)
© $200  $2.01 $2.03 *
S $1.84
© $1.79 m Variable + taxes + insurance +
< $1.50 miscellaneous ($/Ib)
O
2 $1.00 m Variable costs ($/1b)
3
5 $0.50 - FOB Price ($/Ib)
$0.00 Total costs ($/Ib)
Chelan Skeena Coral Sweetheart
Production costs on a full Champagne

production year



Variable costs: How do labor costs compare to all
variable costs-packinghouse included.
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30,332
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Labor-other

Labor-harvest

Chemicals & Fertilizer
Monitoring & testing

Beehives

Irrigation water

Elec., maint., repair, fuel, lube
Drying cherries
Packinghouse charge
Crop insurance

Overhead (5% of variable costs)

Total variable costs



Variable costs: How do labor costs compare to all
variable costs-NOT packinghouse included.

18,000 m Labor-other

16,000 15,262 15,932 Labor-harvest
? 14,000 12.716 12453 Chemicals & Fertilizer
S
g 12,000 Monitoring & testing
% 10,000 B Beehives
O
% 8,000 M Irrigation water
8 6,000
< B Elec., maint., repair, fuel, lube
= 4,000

B Drying cherries
2,000
0 - - - M Crop insurance
Chelan Skeena Coral Sweetheart B Overhead (5% of variable costs)
Champagne

B Interest (5% of variable costs)
Production costs
on a full
production year



Labor costs in the field only: how do labor costs distribute
across different field activities?

12,000

10,000

(o
o
o
o

6,000

4,000

Labor costs ($/acre)

2,000

Production costs
on a full

production year

7,476

Chelan

9,418 B
7,390
N I —
Skeena Coral Sweetheart
Champagne

Pruning and training
Green fruit thinning
Fungicide
Insecticide
Herbicide
Growth regulator

m Other chemical application

B Monitoring

M Fertilizer

m General farm labor

M Irrigation

| Frost protection

Harvest
Total



Chemicals: How do the chemical costs distribute
across different categories?

1,600
1,400
1,200
1,000
800
600
400
200

0

Chemicals-materials only ($/acre)

Production costs
on a full
production year

1,171
]
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Skeena

1,015

Coral
Champagne

1,384

Sweetheart

m Fungicide

m Insecticide

m Herbicide

Growth regulator

m Other chemicals

Total



Breakeven prices at different yields

Chelan- Breakeven Return (3/lb) Skeena- Breakeven Return ($/Ib)
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WA H2A adverse wage rate
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Concluding thoughts

» Based on study assumptions, production costs, returns, and
breakeven prices and yields show that the four sweet cherry
varieties are economically profitable.

 Labor represents 61% of the variable costs in the field.

 Historical data show FOB price variability compared to the steady
iIncrease Iin production costs, especially labor.
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