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Management

KNOW YOUR COSTS

Take this test to see how your greenhouse

is performing financially.

ECONOMICS OF PRODUCING BEDDING PLANTS — 1987-88 SEASON

SIX GREAT LAKES REGION WHOLESALE GROWERS*

Per Unit
(Flat & Per
Expenses Average Baskets) Sq. Ft.
Labor (Sub Total) $ 74,823.07 $1.10 $0.86
Operator/Family** 17,420.00 0.26 0.20
Hired 57,403.07 0.84 0.66
Equipment (Sub Total) $ 17,177.82 $0.25 $0.20
Repair & Supplies 2,407.08 0.04 0.03
Gas, Fuel & Lube 3,835.17 0.06 0.04
Depreciation 5,626.93 0.08 0.06
Interest on Investment*** 5,308.65 0.08 0.06
Building & Greenhouse (Sub Total) $ 53,881.23 $0.79 $0.62
Repairs 10,925.75 0.16 0.12
Insurance 4,918.67 0.07 0.06
Depreciation 19,805.57 0.29 0.23
Interest on Investment*** 18,231.24 0.27 0.21
Land Charge (Sub Total) $ 11,446.19 $0.17 $0.13
Taxes 10,038.50 0.15 0.11
Interest on Investment 1,407.69 0.02 0.02
Crop Expenses (Sub Total) $107,440.00 $1.58 $1.23
Fertilizer & Chemicals 13,717.84 0.20 0.16
Seeds and Plugs 17,965.33 0.26 0.21
Supplies (Flats, Soils, etc.) 70,679.33 1.04 0.81
Interest (Operating Debt) 5,077.50 0.07 0.06
Marketing (Sub Total) $ 2,772.34 $0.04 $0.03
Utilities (Sub Total)
Heating & Electric $ 39,922.83 $0.59 $0.46
Total $307,463.48 $4.52 $3.51
Sales $335,009.50 $4.93 $3.84

‘The Average investment for the six greenhouses was $332,299.00

**The operator/unpaid family labor is computed by multiplying two times the minimum wage rate $6 70 by the

estimate of hours of unpaid operator and unpaid family labor.

**Interest on investiment = 9% x Average Investment in Category
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Editor’s Note: This is the second of
a four-part series on greenhouse fi-
nancial management.

by GALE ARENT and
W. CONARD SEARCH

ARLY in 1989 we collected and
E:lnnlyzul financial data lor the

I987-88 crop year Irom six
wholesale bedding plant operations
in the Great Lakes region. The pur-
pose of our study was to:

® Demonstrate a financial analysis
process that would be helpful to all
greenhouse managers;

® Provide insight into the current
profitability of the industry in the re-
gion;

® Continuc a long-term study that
we began in 1976 to develop cost-of-
production trends; and

® Present accurate data to growers
that could be used to determine ap-
propriate pricing strategics for bed-
ding plants,

The greenhouses in this study re-
flected the diversity of the growing
region. For example, the average
business size was 87,509 square feet,
the structures ranged from older in-
dividual houses to modern gutter-
connected facilities, and an average
of 68,094 flats and baskets were pro-
duced in the six greenhouses.

All income and expensecs derived
from the delivery of crops were re-
moved from the analysis to limit the
study to the cconomic lactors asso-
ciated with bedding plant production,

The breakout of the cost of pro-
ducing bedding plants is summarized
in the table at left.

Increasing Profitability

Our conclusions?

The pie graph (above right) is very
revealing. Based on our study, we've
determined that profitability can be
increased by cither generating more
income (additional product, less crop

February 1990 / Greenhouse Grower



(... DOSATRON TAKES

CARE OF IT Al.l. .

NON-ELECTRIC
PROPORTIONAL
FERTILIZER INJECTORS...

For an accurate and
uniform feeding of
fertilizers, pesticides,
acids and more In your
Irrigation water.

Cost of Production — 1988

° NQDW rates up 1o 100 GPMY
® 2 10 120 PSI water pressure
e Exrernally odjustable ranios

Labor — 25% Crop Expenses — 34%

Equipment — 6%
Marketing — 1%
Land Charges — 4%

Utilities — 13%

loss, or higher prices) or reducing
production costs.

Conversely, the.greatest opportun-
ities for cutting costs can be found in

Buildings & Greenhouses
—17%

the categories of greatest expense —
namely, supplies, buildings and fa-
cilities, labor, and utilities.

The ultimate question, though, is:

1:50 10 1:500

p"

For more information,
contact your
local distnbutor or call

m DOSATRC:)IV
Flondo 1-813/443-5404

Natonwide Wats 1.800 523 8499

For Details Circle No. 88 on Postcard

Growth. EXC-CEL® GREENHOUSES

ﬂ\\

Jim Goldsmith
supervisor - ' ‘["‘j‘r‘ \\\
Goldsmith Seeds d =
ilroy, CA

compared to unit heaters;

"It's just great for us . . . it
virtually eliminated our
Botrytis problem and we had
no problems with it at all . . .
seed set on a lot of the plants
has gone up about 100%. . . no
problem spreading the heat."

FRAMES L .From $1 29500
KlTS e Rrom s3995°°

o 48" Sidewalls
o 11" Bow Height
o 4’ Bow Spacing

o 134" Steel Bows
o Purlin Rods (3 runs)
o Assembly Hardware

We can show you how to get fwice
the heat for every fuel dollar!
(If that idea warms you, call us.)

featuring
Co-Ray-Vac

Infrared Systems

Growth-Zone-Heating ™

1719 Old Highway 99 South  (206)
Mount Vernon, WA 98273 424-5900

Freight Paid on Kits - Prompt Delivery

E.C. CARSON & ASSOC.—GREENHOUSE MFG.(
P.O. Box 3085, Greenwood, SC 29648 803/223-3228 \

For Detalls Circle No. 154 on Postcard For Detalls Circle No. 144 on Postcard




How well is the industry doing fi-
nancially?

The answer for the average green-
house in this study is determined by
applying a key economics test to the
financial data collected. These are
based on the formulas presented in
the first article of this series (GG Jan-
uary 1990) and are based on per pro-
duction unit measurements (unit
being a flat or hanging basket).

Here is the test

Return to Management and Risk

$ 4.93 (Sales)
- 4.52 (Cost of Production)
$ .41

The 41¢ per production unit rep-
resents 8.3% of the sales as returned
to management and risk.

Nutriculi;ure(D bre

barriers in plant
nutrition...

...with a better
fertilizer that costs less.

Nutriculture water-soluble fertilizer
costs up to 20 perceent less than
other brands. Yet greenhouse growers
across the nation have found it helps
promote faster seed germination,
Fewer transplant losses. Faster develop-
ment in cuttings. And a profitably
reduced growing time with fewer
clement deficiencies at any stage
of development.

Over 40 proven formulations

Ask your supplier about Nutriculture
and Nutriculture Plus with stepped
up trace elements for artificial soils
and peat-lite growing. There are more
than 40 different formulations to
choose from, cach with a guaranteed
analysis of chelated trace clements
and a 100 percent money-back
guarantee for solubility and purity
of content. And cvery Plant Marvel
product Is also backed by 60 years of
proven performance, crop after crop.

Call or write today for the
distributor nearest you,

s

P —

W(fRIcuLTURE
SOLUBLE FIRTILITR
12-31-14

ant

Marvel

Laboratotes, Incorpotaled
+ 37t Fast I6th Steool -
Chicago Heights, IL 60411

For Details Circle No. 139 on Postcard
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Return to Opératlon Labor
and Management

$ 41 (Return to Management)
L+ .26 (Non-Cash Charge for Labor)
.67 (Labor Income per Unit)
x 68,094 (Number of Units)

Remember that the business is also
generating additional income to
cover depreciation ($25,431.50) and
interest — on - owned  equity
($15.012.54). Together these repre-
sent an additional $40,444.04 for the
average greenhouse in this study.

-

Return on Investment

$ .41 (Return to Management)
+ .44 (Interest on Investment)
.85
/4.88 (Total Investment per Unit)
17%

7% represents a good return on
investment. The investment was
based on the faic market value of as-
sets.

T

Return on Net Worth

$ .41 (Return to Management)
+ .22 (Interest on Owned Assets)
= eildecliat L)
 /2.44 (Owner Net Worth “Equity” per
Unit — 50% of Investment)
26%

One of the most positive aspects
of this study is the fact that return on
net worth (26%) is greater than return
on investment (17%).

This is a significant incentive for
the greenhouse owner to acquire ad-
ditional equity in the business, so that
as the owner approaches retirement
age, the owned business assets can
become the basis for a fiscally sound
estate plan. GG

About the authors: Gale Arent is district green-
house agent and W, Conard Scarch is district
farm management agent, Cooperative Extension
Service, 302 County Administration Building,
201 West Kalamazoo Ave., Kalamazoo, MI
49007,
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