BY MYRON P. KELSEY AND SCOTT VANDERBECK!

This cost evaluation of pear production in western
Michigan is an update of costs developed through
small group discussions with pear growers. Growers
described common growing and harvesting practices
used by average pear growers of the area. They
agreed upon the size of pear acreage, equipment and
cultural practices generally used by an average
grower.

It should be stressed that these figures do not re-
flect the average cost of pear production for all grow-
ers in the state because costs vary considerably by
area in the state and from farm to farm.

The data can help a grower to develop his costs and
better evaluate his farm situation. Each of the appro-
priate tables in this report includes a “Your Farm
Cost”’column for him to note his own cost for particu-
lar operations for the total pear enterprise. For opera-
tions where his costs cannot be determined, he may
wish to adjust and substitute the study data.

The data were assembled, assuming equipment
and labor available for a hypothetical farm of 100
acres of diversified tree fruit, including 10 acres of
pears. However, the data in Table 1 are presented for
10 acres of pears since it may be easier for a grower to
visualize many of the resource inputs on this basis.
Per acre costs, as shown in Tables 2 to 6, can be
determined from Table 1 (p. 2-3) by dividing by 10.

The full-time labor classification includes the
working time of the operator and regular hired help
devoted to pears. Operator labor is not considered a
cash expense by producers, but to allow for differ-
ences in the proportion of work performed by regular
hired help, which is a cash expense, or by the
operator, both have been included at the $3.50 per
hour rate. As a result, producers who do a major
portion of the work may have a lower cash labor cost
than the figures indicate.

Some major factors considered in computing
equipment costs are initial cost, salvage value, years
of life, annual usage, repair costs, insurance, interest,
and operating expenses such as gas and oil. The
operating costs which include only gas and oil and
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repairs for each piece of equipment are charged to
the crop in Table 1 on the basis of hours of use of the
equipment.

Variable costs are those that change directly with
increases or decreases in the acreage of pears.
Examples of such costs are spray material, fertilizer,
hired labor, and machinery operating costs.

Variable costs incurred in pear production are
categorized by labor, machinery and operating mate-
rials in Tables 1 and 2. The details of hours and type
of labor, machinery used and hours of use, and kinds
and amounts of material used by operation are shown
in Table 1. Ifan individual grower’s costs for particu-
lar items are substantially higher than those shown,
he may need to analyze those components closely to
see if they can be reduced. A high cost fora particular
component may be justified if it contributes to a
sufficiently higher yield or improved quality.

The variable costs incurred in harvesting an acre
with estimated total production of 200 bushels of
pears are shown in Table 3. These costs totaled $.91
per bushel.

The overhead, or fixed cost, for pear production
(Table 4) includes allocation of machinery overhead
on the basis of the proportion of total farm use in
pears, interest on orchard investment, orchard de-
preciation, and taxes. The fixed costs of machinery
are allocated to pears on the basis of hours of use
relative to the total hours of use of the equipment on
the farm. Fixed costs on machinery include depre-
ciation, interest on investment, insurance and hous-
ing costs (interest, insurance and housing equal 9.7
percent of average value).

A grower should evaluate his own farm situation
and decide whether fixed costs should be considered
as part of the total cost for his decision making pur-
poses. One example of this type of consideration is
the fact that orchard overhead is a fixed cost to the
owner, but ifthe orchard is rented, it is a variable cost
for the operator.

Yield per acre is a very important factor in deter-
mining production costs per bushel (Table 6). In
computing per bushel costs, it was assumed that pre-
harvest costs per acre, such as spraying, pruning,
cultivation, etc., do not vary greatly regardless of the
yield obtained.
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Table 2. — Variable costs per acre for growing pears, western Michigan, 1976.

Your farm
Operation Labor Machinery Materials Total cost

Hedging, trimming

and brush removal $238.95 $18.81 $ 0.00 $257.76
Fertilizer 3.50 1.71 35.24 40.45
Weed spray 1.75 .84 10.73 13.32
Spraying 12.95 24.79 99.03 136.77
Mowing 3.50 1.99 0.00 5.49
Management and

misc. repair 38.50 0.00 0.00 38.50
Other 0.00 7.50 0.00 7.50
TOTALS $299.15 $55.64 $145.00 $499.79
Table 3. — Variable harvest costs for 200 bushels of Table 4. — Overhead costs for growing and harvesting

pears, western Michigan, 1976.

one acre of pears, western Michigan, 1976.

Total Your farm cost Total Your farm cost
Regular full-time labor (6.25 hrs.) $ 21.88 Machinery $ 98.47
Piecework labor ($.72/bu) 144.00 Interest on land ($500 x 8%) 40.00
Equipment use 15.24 Interest on average orchard value
TOTAL $181.12 ($800 + 2 x 8%) 32.00
Cost per bushel $ .91 Orchard depreciation
($800 + 10 yrs) 80.00
Property Taxes 10.00
TOTAL $260.47
Table 5. — Total growing and harvesting costs for one
acre of pears, western Michigan, 1976.
Total Your farm cost
Cash growing cost $499.79
Cash harvest cost 181.12
Overhead cost 260.47
TOTAL $941.36
Table 6. — Effect of varying yields on cost/bushel for pears, western Michigan, 1976.
Harvest Variable Variable Total
yield growing harvest cash Your farm Overhead Total Your farm
per acre cost cost cost cash cost cost cost total cost
Bu. Per bushel
50 $10.00 $.91 $10.91 $5.21 $16.12
100 5.00 91 5.91 — . 2.60 8.51
150 3.33 91 4.24 — e 1.74 5.98
200 2.50 91 3.41 e 1.30 4.71
250 2.00 91 2.91 e = 1 1.04 3.95
300 1.67 91 2.58 .87 3.45
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