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mated fixed costs for the individual items of equipment. Total
direct costs were calculated by adding the hourly direct costs
for the specific items of equipment and multiplying by the season
hours of operation.

The next step in estimating packinghouse cost was the calcu-
lation of building costs. The first problem in this process was the
determination of the building size. The space requirements for
each packinghouse were determined after selecting the necessary
equipment and developing an appropriate packinghouse layout.
A summary of the estimated annual fixed costs is shown in
Table 5. 4

The investment for acquisition of a building site is important
to a firm planning to build a new packinghouse-both in terms
of the variations in land values from location to location, and
in the influence of location on costs of hauling fruit. However,
land costs were omitted in this study as a simplification. A
partial justification for omitting land costs was that this invest-
ment is related imperfectly to size of packinghouse.

Pick and Haul Costs.-Because the picking and hauling crews
are part of the packinghouse organization, the pick and haul cost
must be added to packinghouse expense to obtain the total costs.
As such, they receive their instructions and pay from the pack-
ing firm. The packing firm may use its picking and hauling
crew for harvesting fruit going to the packinghouse or the pro-
cessing plant. Pickers and loaders generally are paid on the
piece-rate basis. Picking foreman and truck drivers may or may
not be paid on a piece-rate basis. However, for convenience,
the calculations of all wages paid to pick and haul labor were
converted to a piece-rate basis.

The rates used are considered typical of those paid by the
industry during the 1953-54 season. Similarly, equipment costs
were converted to a piece-rate basis. It can be argued that this
is logical because the picking crew and equipment are geared
to an "efficient" rate of output and operate continuously through-
out the season, handling fruit going to the processing plant when
not handling fruit for the packinghouse. This tends to fix both
the rate of output and the length of season for equipment used.
Given the length of season and rate of output, the total volume
of fruit handled per crew can be calculated and cost of equip-

" The procedures used in estimating annual fixed cost were based on the
methods used by L. L. Sammet and I. F. Davis, Building and Equipment of
Apple and Pear Packing, Giannini Foundation of Agricultural Economics,
Mimeographed Report No. 141, Berkeley: 1952.


