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in Western Michigan:
Standard Orchard Planting

Extension Bulletin E-1106

June 1977

By Myron Kelsey,® Donald Ricks' and Scott VanDerbeck?

THIS COST EVALUATION of apple production in
western Michigan was obtained through a small group
discussion method with apple growers. These growers
discussed current growing and harvesting practices
and prices paid for inputs used by average apple grow-
ers of the area. They agreed upon the size of apple
acreage, equipment and cultural practices generally
used by an average apple grower.

These figures do not reflect the average cost of
apple production for all growers in the area because
higher than average yields have been assumed. A
grower should not assume the figures reflect his cost
of production because costs vary considerably from
farm to farm.

The data can help growers develop costs and better
evaluate their farm situations. Each of the appropriate
tables in this report include a “Your Farm Cost” col-
umn for the grower to note the cost for a particular
operation. For operations where individual costs can-
not be determined, a grower 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 40 acres of apples.
However, the data in Table 1 are presented for 10
acres of apples 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 through 6, can
be determined from Table 1, by dividing by 10.

(See Table 1 on pages 2-3.)

The full-time labor classification includes the work-
ing time of the operator and regular hired help de-
voted to apples. Operator labor is not considered a
cash expense by producers; but to allow for differ-
ences among farms in the proportion of work per-
formed by regular hired help, which is a cash expense,
or 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 the computation
of equipment costs are initial cost, salvage value, years

 Extension specialists and professors, agricultural economics.
? Undergraduate Assistant, Dept. of Agricultural Economics.

COOPERATIVE EXTENSION SERVICE

of life, annual usage, repair cost, insurance, interest
and operating expenses such as gas and oil. The oper-
ating costs for each piece of equipment are charged
to the crop in Table 1 on the basis of direct use of
the equipment.

Variable costs are those that change directly with
increases or decreases in the acreage of apples or
yields with harvesting costs. Examples of costs which
vary with acreage are spray material, fertilizer, hired
labor, and machinery operating costs. Costs of piece-
work harvesting will be slightly lower or higher asso-
ciated with higher or lower yields.

Variable costs incurred in apple production are
categorized by labor, machinery and materials in Ta-
ble 2. The details of hours and type of labor, machin-
ery used and hours of use, and kinds and amounts of
material used by operation are shown in Table 1. If
a grower’s costs for particular items are substantially
higher than those shown, he may need to closely an-
alyze those components to see if they can be reduced.
A high cost for a particular component may be justi-
fied if it contributes to a sufficiently higher yield or
improved quality.

The variable costs incurred in the harvesting of an
acre with estimated total production of 400 bushels
of apples are shown in Table 3. Labor is the major
harvesting cost. Therefore, good labor management
can potentially enhance the profit picture.

The overhead, or fixed cost, for apple production
(Table 4) includes allocation of machinery overhead

Table 2. Variable cost per acre of growing apples,
standard orchard, western Michigan, 1976

Opération Labor Machinery Materials Total  Your farm cost

Pruning &
brush
removal $ 5294 $12.22 $ — § 65.16

Mowing 525 4.89 - 10.14
Fertilization 4,38 1.21 1752/ 2311
Weed spray 4.37 1.89 6.09 12.35
Spraying 893 1569 99.65 124.27

Management &
Misc. repairs  59.50 —_ —_ 59.50

Other — 10.67 920 19.87
Totals $135.37 $46.57 $132.46 $314.40
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on the basis of the proportion of total farm use in ap-
ples, interest on orchard investment and orchard de-
preciation, and property taxes. The fixed costs of
machinery are allocated to apples on the basis of
hours of use on apples relative to the total hours of
use of the equipment on the farm. Fixed costs on ma-
chinery include depreciation, interest on investment,
insurance and housing costs (interest, insurance and
housing equal 9.7 percent).

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 if the orchard is rented, it is a variable
cost for the operator.

Per-acre yields are very important factors in deter-
mining production costs per bushel of apples (Table
6). These figures are based on the fact that preharvest
costs per acre, such as spraying, pruning, mowing,
etc., do not vary greatly regardless of the vyield
obtained.

Table 3. Variable harvest cost for 400 bushels of apples,
standard orchard, western Michigan, 1976.

Total Your farm cost
Labor

Full time labor (8.00 hrs.) $ 28.00 et ]
Part time labor (.75 hr.) 1.86
Piecework labor ($.52/bu.) 195.00
Piecework drops ($.35/bu.) 8.75
Equipment use 30.08
Total $263.69
Cost per bushel $ .66

Table 4. Overhead costs for growing and harvesting one
acre of apples, standard orchard, western Michigan, 1976.

Total  Your farm cost
Machinery $109.52
Interest on land ($400 X 8%) 32.00
Interest on average orchard value
(%400 - 2 X 8%) 16.00
Orchard depreciation
(%400 = 20 yrs.) 20.00
Property taxes 10.00
Total $187.52

Table 5. Total growing and harvesting costs for one acre
of apples, standard orchard, western Michigan, 1976.
e Total Your farm cost
Variable growing cost $314.40
Variable harvest cost 263.69
Overhead cost 187.52

Total $765.62

Table 6. Effect of varying yield on cost/bushel for apples,
standard orchard, western Michigan, 1976.

Your f;rm

Yield Variable Variable Total

per growing harvest variable variable Fixed Total Your farm

acre hawest cost cost cost cost cost total cost
—————— Per bushel — — — — — — — —

200 $1.57 $.74 $231 _______ $.94 $3.25

250 1.26 .70 186 e T8

300 1.05 .66 Tall . - = B3 934

350 .90 .66 156 cui o - B4 270

400 .79 .66 145 e g - AT 751499,

500 .63 .66 120 i te TR ABBES BT

600 52 .59 LAY, e oo 81 1349

700 45 .59 110 N By S |
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