Commission's Grower Profitability Study Finalized

By Ken Melban

Vice President of Industry Affairs

s previously reported, the California Avocado
Commission conducted a grower profitability
study over the past few months. The objective
of this study was to collect information concern-
ing actual growers’ costs and returns to provide a
data-based assessment of the financial health of the industry.
This information will provide the Commission with a better
understanding of the operating characteristics and financial
health of California avocado growers.

Based on Board direction, with oversight from the Produc-
tion Research Committee, a survey was developed and mailed
to all 1,743 commercial California avocado growers on August
2. The surveys included a postage paid envelope for direct re-
turn to Dr. Dennis Tootelian, the economist conducting the
analysis, to maintain confidentiality. Returns were accepted
through September 21, with a total of 174 responses received.
This was a 10% grower response rate representing 10% of pro-
ducing acres - impressive considering the level of detail asked
for in the survey. The data requested was for 2018, 2019, and
2020.

The 77-page report includes detailed findings concerning:

« Farm acreage (bearing and non-bearing)

» Pounds harvested and crop values by district and
acreage

+ Overall farm income, expenses and net margin

« Farm income, expenses and net margin by district and
acreage

« Water sources

+ Overall irrigation costs

« Irrigation costs by water source, district and acreage

+ Perceived threats to future profitability

In terms of the results, there were not many outlier re-
sponses, although the ranges in responses were quite wide
for most questions. The analysis was focused on Commission
districts and by acreage category (10 or less, 11 to 50, 51 or
more).

As you will see in the following information, there are, in
some instances, significant variations within districts, between
districts, and among scale of operations. It is really a mixed
bag. A copy of the full report may be found on the Califor-
nia Avocado Industry Impact and Status Reports webpage
at:  CaliforniaAvocadoGrowers.com/accountability-reports/
impact-reports.

The Commission will now explore, based on the report,
whether there are further efforts for CAC to consider that
may help growers’ profitability. Marketing remains the biggest
component of the Commission’s efforts for growers, along
with communicating information on production and cultural
practices. Without question, production costs, like water and
labor, continue to increase for many growers. Yet, as the re-
port established, many in the industry remain profitable.

The biggest factor to mitigate increasing costs is increasing
yields. The Commission remains focused on providing infor-
mation to help growers make educated and informed deci-
sions on improving farming practices towards increased yields.
We know, as evidenced by this report, that farming avocados
in California can be profitable. As we move forward as an in-
dustry, it is critical that our businesses remain profitable, and
the Commission will do its part in this partnership with grow-
ers to do everything possible to deliver improved profitability

i
for all. &

Respondent Characteristics (%
[District I 2000 20200 2018 2019 2018 2018
District 1 2 125% 32 12.9% 22 13.%
District 2 56 6% 56 1294 56 315%
Diistrict 3 n I15.7% n 15.9% 15 15.0%
District 4 3 15.0% 0 17.6% - 174%
District 5 % Ll L 06% 35 BT
Toaal 172 100,00 170 10 ¥ 167 1000
|Acreage [ F FT M8 018 018 108
10 acres.or bess 7 125% ] 13.5% 15 15.5%
B b 500 acres T3 125% k- 12.9%% 6] .21%
51 acies of modg 4 14.1% 3 13, 7% 22 13.3%
Toeal ma 100,00 ]2 10 0¥ 165 1000

26 / From the Grove / Winter 2021




Operating Characteristics
2020 | 2019 | 2018 |
Acres
Total Beanng Acres LTT1 4T 4,600
Tonal Non-Beanng Acies 1233 1,086 ke
Tanal Acres & 00 5816 5,568
* Bearing 1o Total Acres 5% 81.0% 31.0%
Paamids
Total Pounds 271 milliom 238 million 339 million.
Crop Valwe
Tanal Coop Vahis 539.5 mmlhcn 5378 mullion $37.3 mulhon
Average Operating Characteristics d
[ 2] 018 2018|
Acres
Avg. Bearmg Acres 33 3.7 ilA4
Avg. Non-Bearing Acres 78 6,7 62
Avg. Total Acres 3491 LR 176
Foumds
Avg. Pounds per Beasing Acre 1,556 4 882 7915
Crop Valae
Mg Crop Value per Bearing Acre $8,072 $7.752 $7.949
Avg. Crop Value per Poumned .09 £1.59 f1.03
Averages by District in 2020
Acres
Avp. Bearing Acres 419 14.8 401 Ird il
Avg. Mou-Bearing Acres 129 53 i3 92 B3
Avg. Todal Acres 54.8 201 43.4 364 409
Pounds
Avp medtpﬂl'!cnrhg Acre & 109 5008 6126 & oy 12,359
Crop Value
Avg. Crop Value per Bearing Acte 56,422 35,781 57068 $2.933 12158
Avg. Crop Value per Pound 03 5113 5115 LIW L] $0.98

Income, Expenses, & Net Margins

o o]
| 2020 20 |

Total Income, Expenses, & Net Margins

Total Gross Incoms 2l million  S403 milion 537 millicn 445

Total Expenses S0bmillion  SMSmilion 530 million ot

Total MNet Mangin 51.5 mullion 5316 smlbhon 555 smlbhon =24.0%
Expeases & Net Margin Ratios

Total Expenses & % of Geoss Income 5. 5% 91.1% 93.48% 1. ™%

Boct Maggn as % of Grons [Bcome 3.5% Rifa e =27, 1%
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Average Income, Expenses, & Net Margins

| ]
I 2020 2019 |

Avg. per Bearing Acre

Avg Gross Imoome per Bearing Acre 50,260 53.921 58,704 2.6%%
Ang. Total Expemes ot Bearing Acne ETTET] 54,133 58211 13%
Avg. Net Margps por HBoansg Ao 5326 SO0 $583 L2538
Avg. per Poumd
Avg. Gross Imcome per Powsd SL18 LT 5117 (L E L
Avg. Total Expenses per Potind LARE] §1.58 5109 30%%
Avg. Bt Marps per Pound 50,04 5015 0,08 26.9%
Avg. Income, Expenses, Net Margin by District
4
Expemurs & Xel Margin Rasis
Tota] Tapemses o % of Gross homs 130, 7% 106, 1% A BiaE Ty
Hen Blargin a5 % of Gooss lcome A0.7% 1% 154% ST 5%
AP per Bearing Acre
Aoz G Incoesss per Broaieg Acie 26333 56423 sTaT 10,549 13,701
Az Tots] Expowes per Bearing Acre SRR S6817 56,127 sizi 810,336
Mg, gt Murgin por Bewring Acre 53RN T 1,500 e FIRLTY
Mg, pr Posad
K. Grows Income per Pomnd 5108 5128 5112 154 5108
K. Total Expesses per Fousd 5149 130 092 HEY 5041
Mg Yool Margin por Pousd 044 5007 2020 5030 5037

Sources of Water

[ 2000 | 2 | 2018 |
Wells mnd'or Surface Water on Property 25.0%% 25.1% 253%
Mustaal Water Company 23.2% 207 24.1%
Water Apency 34.5% 1% 13 7%
Wells Surface & Mutual Water Company 6.5% 607 610"
Wells/Surface & Water Agency 10.1% 10.2% 10.2%
Weells/Surfnce, Munanl Water, & Water Agency (I X 0.6 6%

Ay, bvigation Cents per Acre

Avg. bmigation Costs per Pound 008 009 8021 20007 004
lsrigation Costs aa *& of Total Crop Valne Birfe 179% 19.4% T4 12.5%
Irmgaiscm Conts dn %% of Cwoss Income % 18.3% 17.5% 6.5 1.1%
Irmigation Costs s %% of Tolal Expenses i 19.5% 17.3% T 11.5%
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Sources of Water by District 2020 d

Wells/Surface Water on Property 14.3% B3 29.6% 233% S1Eh
Mutual Water Company 231.8% 259% 259% 4007 2.8%
Water Aoy 17.6% 33% 222% 10 199
Wells Surfnce & Mutual Water Co. 0.0% LIL 1] T.4% 16.7% 11.1%
Wells/Surface & Water Agency 14.3% 56% la.E% 6.1 13.9%
Weells/Surfnce, Munanl Water, & Water Agency 0,0 0.0P#a 0,0 33% 0,0

Avg. Irrigation Cost by District 2020 d

Avg. brigation Costs per Acte 51,776 5199 i L T b ]
Mg, Trrignticon Costs per Pound 041 046 3000 8002 S0
Imgation Costs as %s of Total CropValue 329 A0.T% B53% 109 6.0%
Lrigation Costs as % of Gross lscome 3. A04% B.1% 9.3% 5.3%
Lrrigation Costs as % of Total Expenses 23T 390% 9T 1% 6.8%

Perceived Threats to Future Profitability d

{Mlcan Rating: S=Very Sorious; 1=Mok at all Sorious)

VerySomewhat | Mo | NotVery/Not | Mean

Cost Factors
Wiater costs 90.4% 1. 4% 4.62
Cost of complymg with pont. repalatioss T4 14.3% 10.1% 4.02
Ciost of lakor 0% 2% 11.7% 4.0
DHler Factors
Availabality of waber 9L.5% L™ 1% \5T
Tmporied svecados B 2% 12.3% TA% L33
Emvwonmenal regiilations 1% 13.5% 6.5 L5

Perceived Threats by District d

{5Very Sericun; 1=t at all Sericns)

4
Cost Factors
Cout of labor 4.50 400 in 150 38
Water cosls 47 487 159 L& 2
Cost of complymg with povi. repelatsoms 445 190 404 123 187
DHler Factors
Availabality of waber 477 159 470 131 .51
Emvironmenial regulations 445 412 B .21 LI&
Tmporied svecados 432 108 33 N Laa
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Ti Dvistrict 1 District District District 4] District

Bearing Acres an2 4140 149 44 2.1 kvt ]
Non-Beasing Acres (%] 124 4.9 24 a7 9.0
Total Acres MG M2 159 3.0 LR N
Pounds per Bearmg Acre 6,707 B6,456 BLTTS 56,776 55640 8ot
Crop Vadee per Beasimg Acre 54,0048 58,107 B 0045 4516 ¥ 456 10358
Crop Vadee per Pousd £1.21 5128 512 5126 51.18 1.4

3-Year Average Operating Characteristics d

3-Year Average Financial Characteristic d

Three Year Average

Total Expenses as % of Ciross Income 93. %
Met Margin as % of Gross Income 6.3%
Giross Income per Bearing Acre 8,564
Total Expenses per Bearing Acre £8,025
Met Margin per Bearing Acre 5539
Gross Income per Pound S1.28
Total Expenses per Pound 51.20
Met Margin per Pound S0.0%

3-Year Average Irrigation Costs

Total Irrgation Cost 544,821
Avg, Irrigation Cost per Acre S1L180
Avg. Imigation Cost per Pound 50.22
Irrigation Cost as % of Total Crop Value 17.9%
Irrigation Costs as % of Gross Income 17.0%
Irrigation Costs as % of Total Expenses 18.1%

Final Thoughts d

= Acrenge
= Orowth m acresge B mostly m oou-bedmeg acres. Unkmonn whether these acves are being prmsed for
by ms b vean [F ol acecage o holling deady
= Pounds per bearing ncre i declining slightly, crop vahies sre holding stzady.

+ Revenmes, Expranes, amd Net Margion
= Hevenues are growing, but expesses are growing faster. This puts pressure on net masgin.
= It appears the primary issue is expewse managemenl. This seems to be especially the case in Distoct | and 1o
& losser extont m Dhatrets 3, and A, 10 alsoe secms bo b (he case amoig famniis vath 10 acies of less or 51
BCTES OF MOTE.

« Irrigarion Covts
= Crverall, ergpation costs dechmed om a cost-per-acre basis and as a percent of gross moome.  Imgation costs
e panund Tuwvested and o percent oF crop saliug eher docdmad oe held sicadh:
= The implication i that whille rigation costs are still very significant, they do not appear o be the only major
cause of the moresmmgy tolal expenses expensmced by avocado fanns.
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