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Costs of Plum Production

in Western Michigan

No. 140

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

It should be stressed that these figures do not reflect
the average cost of plum production for all growers 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 particular
operations for the total plum enterprise. For operations
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 plums. The
data in Table 1 are presented for 10 acres of plums 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 work-
ing time of the operator and regular hired help devoted
to plums. Operator labor is not considered a cash ex-
pense by producers, but to allow for differences in the
proportion of vork performed by regular hired help,
which is a cash expense, or by the operator, both have
been included at the $4.27 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.
The labor charge is a base rate of $3.50 per hour plus
Social Security at 6.13% and Workers Compensation
insurance at the proposed rate of 16%. Family labor
was paid the minimum wage of $2.90 per hour, which
equals $3.54 with Social Security and Workers Com-
pensation.

Some major factors considered in computing equip-
ment costs are initial cost, salvage value, years of life,
annual usage, repair costs, insurance, interest, and
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operating expenses such as gas and oil. The operating
costs which include only gas and oil and 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 in-
creases or decreases in the acreage of plums. Examples
of such costs are spray material, fertilizer, hired labor,
and machinery operating costs.

Variable costs incurred in plum production are cate-
gorized by labor, machinery and materials in Tables 1
and 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 an
individual grower’s costs for particular items are sub-
stantially higher than those shown, he may need to ana-
lyze those components closely to see if they can be re-
duced. A high cost for a particular component may be
justified if it contributes to a sufficiently higher yield or
improved quality.

The variable costs incurred in harvesting an acre of
plums with estimated total production of 80 hundred-
weight are shown in Table 3. At this level, a custom
harvest charge of two cents per pound was computed.

The overhead, or fixed cost, for plum production
(Table 4) includes allocation of machinery overhead on
the basis of production of total farm use in plums, in-
terest on orchard investment, orchard depreciation, and
taxes. The fixed costs of machinery are allocated to
plums 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 depreciation, interest on invest- .
ment, insurance and housing 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 purposes. One
example of this type of consideration is the fact that or-
chard overhead is a fixed cost to the owner, but if the or-
chard is rented, it is a variable cost for the operator.

Yield per acre is a very important factor in determin-
ing production costs per hundredweight (Table 6). In
computing per hundredweight costs, it was assumed
that preharvest costs per acre, such as spraying, prun-
ing, cultivation, etc., do not vary greatly regardless of
the yield obtained. There is some variation in custom
harvest rates based on the yield per acre.
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Table 2.—Variable cost per acre of growing plums, western Michigan, 1979

Your farm
Operation Labor Machinery Materials Total cost
Hedging, trimming and brush .
removal $ 57.37 $15.93 $ .00 $ 73.30
Fertilizer 2.13 1.30 27.21 30.64
Weed Control 2.55 1.30 4.38 8.23
Mowing 2.99 3.25 i 6.25
Spraying 12.81 22.44 108.64 143.89
Other 13.67 14.14 8.57 36.38
Management 21.35 — . 21.35
Totals $112.87 $58.37 $148.80 $320.04
Table 3.—Variable harvest cost for 80 cwt. of plums, western Table 4.—Overhead costs for growing and harvesting one acre
Michigan, 1979 of plums, western Michigan, 1979
Total Your farm cost Total Your farm cost
Full-time labor (6 hours @ Machinery $ 85.74
$4.27) $:2562. .o . tan Interest on average value of
Custom Shaking ($.02/1b.) 160,00 - e an o orchard ($1200+2x 8%) 48.00
Equipment 22.16 Interest on land ($800 x 5%) 40.00
Orchard depreciation ($1200
Total $207.78 g e B
Property taxes @ $18/Acre 18.00
Total $311.74

Table 5.—Total costs for growing and harvesting one acre of .
plums, western Michigan, 1979

Total Your farm cost
Variable
Growing $320.04
Harvesting 207.78
Overhead Costs 311.74
Total $839.56
Table 6.—Effect of varying yield on cost/hundredweight for plums, western Michigan, 1979
Harvest
yield Variable Variable Total Your farm
per growing harvest variable variable Overhead Total Your far
acre cost cost cost cost cost cost total cost
———————————————————————————————————— Per hundredweight ~-——--eeec
20 $16.00 $2.60 $18.60 SRS RSO RI. 117 $34.19 oa
40 8.00 2.60 10.60 A M 7.79 18.39
60 5.33 2.60 7.93 SN S TR TS 5.20 13.13
80 4.00 2.60 6.60 3.90 10.50
100 3.20 2.60 5.80 3.12 8.92
120 2.67 2.60 .27 2.60 7.87
140 2.29 2.60 4.89 ey BB 2.23 712
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