In today’s challenging economic climate, doing the math — and distinguishing
your best sellers from your struggling crops — has never been more critical.

imes are uncertain. The financial mar-

kets are in crisis. Competition in the

U.S. greenhouse industry has become

fierce. Rising energy costs have made

energy a much more significant cost
for heating and shipping than ever before.
Domestic competition, off-shore production,
a weakening and stressed economy, and the
growth of the mass market add up to produce
downward pressure on prices.

How do you, as a producer, make money
with shrinking margins, rising costs and
demanding customers? With so many crops,
you may not know which are making money
and which are losers. The first step is to deter-
mine your costs.

A Useful Application
The Greenhouse Cost Accounting program,
developed in Microsoft Excel and distributed

by Rutgers University, lets you determine
the costs and returns of each crop produced.
The latest version of this user-friendly cost-
accounting software also calculates costs of
crops produced outdoors as well as greenhouse
crops. The program generates information
showing total costs and net returns per unit. It
enables growers to easily determine the prof-
itability of each crop. From this information,
you can separate the winning crops from the
losers. This software also will help you make
decisions on pricing, identifying and reducing
unprofitable production costs and increasing
sales of profitable crops.

New features of the program include calcu-
lating key ratios and percentages of each over-
head cost, and providing information from
the balance sheet. In addition to analyzing
your actual costs, you can use the program
as a planning tool to analyze the impact of B

Crops
Petunia Marigold Geranium Gera_nlums Poinsettias Outdoor
(4-inch .
flats flats flats (6-inch pots) cut flowers
pots)
Sales $388,570 $343,000 $574,770 $157,700 $653,562 $99,317
Profit (loss)
per crop $69,844 $50,080 $54,026 $14,039 $64,424 $19,188
Profit (loss) $1.43 $1.02 $1.10 $0.15 $0.54 $0.77
per unit
Profit (loss) $0.11 $0.10 $0.05 $0.21 $0.03 $0.03
per sq. ft.-week
Everything held constant, but energy adjusted to 2008 fuel prices.

Sales $388,570 $343,000 $574,770 $157,700 $653,562 $99,317
Profit (loss) _ _
Dercrop $30,682 $20,709 $9,612 $10,098 $48,405 $19,188

Profit (loss) $0.63 $1.42 -$0.20 $0.11 -$0.40 $0.77

1 - : . : : : : :
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d 1 - Profit (loss) $0.05 $0.04 -$0.01 $0.15 -$0.03 $0.03

per sqg. ft.-week

Everything held constant, but energy adjusted to 2008 fuel prices and sales prices increased 5%.

Sales $407,999 $360,150 $603,508 $165,585 $686,240 $104,283
Profit (loss) ]

per crop $50,111 $37,859 $19,126 $17,983 $15,726 $24154
Profit (loss) ]

per unit $1.02 $0.77 $0.39 $0.19 $0.13 $0.97
Profit (loss)

per sq. ft-wk $0.08 $0.08 $0.02 $0.27 -$0.01 $0.04
Price $8.33 $7.35 $12.32 $1.74 $5.73

Table 1. An example from the Greenhouse Cost Accounting program of output information per units and per crop, using Northeast
costs from 2003.
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BIOSECURITY FOR
HORTICULTURE

iy

BROAD-SPECTRUM PREVENTION
OF ALGAE, BACTERIAL AND FUNGAL PATHOGENS

BioSafe Systems line of disease control products
provide BioSecurity for your greenhouse, nursery and
garden center. Good sanitation and disease control
practices can help reduce expenditures. Use ZeroTol
as a high-level treatment for the control of botrytis,
pythium, phytophthora, fusarium, and rhizoctonia.

BioSate Systons i with you evory ilep of The way. ..

Hﬂ&hﬂﬂ:nﬁ

m Copper-free algaecide for hard surfaces & under benches
m Controls insect populations by killing their food source
B Excellent application for algae control in irrigation ponds

A Terrafrte

W Eradicate moss and liverwort on contact
Uses no heavy metals or toxic residual chemistries
B Provides barrier on soil to prevent re-establishment

SaniDate 12.0

B Chlorine alternative for re-circulating water systems
m No pH adjustments / No off-gassing
W Ideal for growers with high volumes of recycled water

Call us toll-free at 1-888-273-3088

or visit us online at www.biosafesystems.com
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Values from Income Statement (Schedule F or C)
2003 Actual 2008 Fuel Increase
$ % of Sales $ % of Sales
Sales $2,219,560 100 $2,219,560 100
Directs costs
Seeds, cuttings or plants $490,863 221 $490,863 221
Pots or containers $140,984 6.4 $140,984 6.4
Marketing containers $38,567 1.7 $38,567 1.7
Growing medium $4,689 0.2 $4,689 0.2
Fertilizer and chemicals $43,163 1.9 $43,163 1.9
Tags $0 0.0 $0 0.0
Sales Commissions $2,875 041 $2,875 0.1
Other $37,468 1.7 $37,468 1.7
(ci)r“';r:';ig f)f::f?tss) $2,895 0.1 $2,895 0.1
ﬁ: ;ﬁg’i:“giﬁseﬁts) $729,233 32.9 $729,233 32.9
Utilities
Heating/machinery fuel $77,566 3.5 $232,698 10.5
Electricity $40,352 1.8 $40,352 1.8
Telephone $5,894 0.3 $5,894 0.3
Water $464 0.0 $464 0.0
Overhead
Depreciation $92,642 4.2 $92,642 4.2
Interest $8,080 0.4 $8,080 0.4
Repairs $43,829 2.0 $43,829 2.0
Taxes $26,131 1.2 $26,131 1.2
Insurance $37,546 1.7 $37,546 1.7
Advertising $11,277 0.5 $11,277 0.5
Dues and subscriptions $100 0.0 $100 0.0
Travel and entertainment $7,431 0.3 $7,431 0.3
Office expense $9,589 0.4 $9,589 0.4
Professional fees $19,444 0.9 $19,444 0.9
Z;‘jjc‘;c?ﬁ;‘f:j:t ontal $46,954 21 $140,762 6.3
Land rental $2,112 0.1 $2,112 0.1
Contributions $0 0.0 $0 0.0
Bad debts $0 0.0 $0 0.0
Miscellaneous $87,956 41 $87,956 41
Total expenses $2,008,104 90.5 $2,257,044 101.5
Net returns $211,152 9.5 (27,788) -1.7
Greenhouse area (square feet) 138,759 138,759
Greenhouse space used
for production (%) 82 82
(e.g., enter 75% as 75, 125% as 125)
Weeks in operation (52 if a full year) 40 40

Table 2. Income statement data from a survey of Northeast greenhouse growers in 2003 entered into the Rutgers Greenhouse Cost

Accounting program.

increased energy costs and prices as well as
changes in marketing mixes, or other changes
you are considering.

A Real-Life Example

I used figures from a 2003 survey of North-
east greenhouse growers with an average size of
138,759 square feet, sales of $2.2 million and net
returns of $211,152 or 9.5 percent (Table 2).

Since 2003, the cost of fuel oil has tripled.
The cost-accounting program allows you to
make changes in the data to see how it affects
net returns and financial ratios. I inflated fuel
prices to 2008 levels and kept other costs and
prices the same. Net losses are $27,788 or -1.7
percent. Using the program to test hypotheti-
cals shows that if we take these 2008 costs but
inflate prices of crops by 5 percent, the net
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Ornegon Valley Greentionses

Covering Greenhouses Throughout The West
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SPECIALIZING IN HEAVY DUTY GREENHOUSE FRAMES:
code & non-code structures
POLY CARBONATE SALE

Ratio Actuale. 2003 Fuel increase, Fuel increase, 2008 4.25 WIDE CORRUGATED $0.89 SQ. FT.
’ 2008 5% price increase 8-MIL TWIN WALLL 4’ WIDE $1.50 SQ. FT.
Net Income $211,152 ($37,788) $73,175
- , DAYTON
Gross Margin 34.2% 34.2% 32.6% 20" Quonset HEATERS
1 5/8” Bows .072 ga. or .085 ga. Also Offering
Profit Margin 9.5% 1.7% 3.1% 4’ side walls 1 7/8” Heating/Cooling
81/2° hlgh @ center Ground Cover
Table 3. Ratios using 2003 data from Northeast greenhouses, changes to ratios by inflating fuel Shade Cloth
prices to 2008 levels, and inflating fuel prices to 2008 levels and increasing prices by 5 percent. 20x 48 6°0OC .072 ga. Poly Film
$802 Wire Lock
Injectors
20x 96 6°0OC .072 ga. \Roll-ups /
Input section 2 $1508 8 e
CrOpS - . call for a .'H. __.-"
talog and oth ultill ,H;:r
Petunia | Marigold | Geranium Geraniums | Poinsettias Cut ) Q Ollled giiclﬁﬁu?i p(r)iciirg n_-_-l-'u wanf
9 (4-inch (6-inch flowers Prices good thru Dec. 31st 2008 o
flats flats flats
pots) pots) (bunches)
Number 503-678-2700 * 1-800-347-2701(outside Oregon) * Fax 503-678-2700
of www.ovg.com * ivans@ovg.com
units 50,000 | 50,000 50,000 100,000 126,000 26,136 20357 Hwy 99E * Aurora, OR 97002
started
Write in 727
Square
feet 1.64 1.64 1.64 0.11 1.00 1 acre
per unit FOR YOUR POT PLANTS & BASKETS
Weeks . oy
8 6 13 6 15 15 YOU NEED WHOJE YEAR
to grow
:;::ent 0.98 0.98 0.98 0.95 0.95 0.95 CLEAR VINYL SAUCERS 3 CLEAR BASKET LINERS
. " Ir_jl
Sales 3
. $7.93 $7.00 $11.73 $1.20 $5.00 $4.00 _— e
price ~ & _ E
Table 4. An example of input section 2, which includes information on specific crops, from - F—

the Greenhouse Cost Accounting program. CAEAR DEEP LIMERS

returns become positive (Table 3).
While the figures in Tables 2 and
3 are actual results of surveys of
Northeast growers, Tables 1 and
4 are hypothetical production
schedules constructed to match
the actual income from the 2003
surveys. The program allows you
to look at “what if.” For example,
all crops — both greenhouse and

2003 example (Tables 1 and 4). But
when we increase energy costs to
the 2008 level, geranium flats and
poinsettias become unprofitable.
The program gives these results
on a per-crop, per-unit and per-
square-foot basis. If we then
increase prices by 5 percent, the
net return becomes positive (Table
3), but poinsettias are slightly

W/ WHOIE YEAR 1-800-238-6694
| Esrbarty Bd., Uesl |0, o8 Brurdeock, B OBH |, FAK: S 020000 148

whaleyenilearroen nnt wewew, wholirpmariroding pom

Write in 762
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unprofitable, losing one cent per
square foot a week.

With rising fuel costs and com-
petitive markets, you as the man-
ager need to pay close attention to
the bottom line and how changes in
costs impact it. The Greenhouse Cost
Accounting program will allow you
to do “what if” planning on paper
instead of making bigger, real mis-
takes in the greenhouse.

outdoors — are profitable in the

“Every positive beneflt we
hoped to achieve far exoeedeﬂ
~our wildest expectati
#ﬂ

Dr. Robin G. Brumfield is a spe-
cialist in farm management. She
can be reached at brumfield@aesop.
rutgers.edu or (732) 932-9171 ext.
253.
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LearnMore

For more information

CaII today. .

...for your free master catalog
1.800.476.9715 or shop online at
www.GrowersSupply.com. Mention GA0809. |

related to this article, go to
www.gpnmag.com/Im.cfm/gp120801

As managers, you need to keep a keen eye on
your bottom line.

Write in 729
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