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SAMPLE COSTS TO ESTABLISH A DATE PALM ORCHARD
AND PRODUCE DATES IN THE COACHELLA

VALLEY, RIVERSIDE COUNTY, 2005-2006
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PROFIT ANALYSIS

We analyzed profitability by calculating break-even prices (the costs per pound) as well
as using gross and economic margins. The break-even price (Table 9) using the yield
assumption of 13,056 pounds per acre in this study includes $0.36 for cash costs and
$0.71 per pound for total costs (not including management). Break-even prices (costs per
unit of production) compared with market prices provide the margin of profit. Break-even
levels are calculated as the cost of production per acre divided by yield per acre.

Gross margin (or returns above total cash costs) is what growers often refer to as profit if
there is no debt on the farming operation. Gross margin is calculated as gross returns
(price times yield) minus cash costs of production. In this study, gross margin estimate is
$1,910 per acre (using 13,056 pound per acre and a price of $0.504). It approximates the
return to management and investment. If you deduct depreciation, it also approximates
the taxable income of investment. Gross margin is calculated as gross returns (price times
yield) minus cash costs of production.
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