
box for a small and large plant (from the 1979-80 accounting records of
eight packinghouses in the district). The investment servicing cost is
$0.125 per box (Hooks and Kilmer, 1981a, and Florida Department of
Agriculture and Consumer Services, p. 37).18

The overhead estimate for existing plants also is used for new plants
($0.467 per box). The investment servicing cost is different, however.
Total estimated facility costs for a new large plant in 1980 including land,
building, offices, and equipment are $1.7 million (Kmetz). It is assumed
that a 20 percent downpayment of $340,000 would be required, the
remainder financed at 16 percent for 20 years. The annual debt servicing
costs are $.27 per box. The yearly net return on investment is figured on
the downpayment ($340,000) plus the average annual principle paid back
during a five-year period ($11,943.92). Since all costs are in constant 1979
dollars, a three percent real rate of return on net investment is assumed
($0.10 per box). The total investment servicing cost (debt servicing plus
net return on investment) is $0.28 per box for a new large packinghouse.

The downpayment is considered a transition cost, since it is incurred
only in the year the plant opened. The annual packinghouse cost of using
the downpayment is included in the investment servicing cost (net return
on investment). The construction of a new packinghouse requires an
initial investment ($340,000) unlike the annual opening of an old plant.

Once a new plant is opened, the model does not allow it to close. It is
assumed that the venture is viable or it would not have been undertaken.

An existing plant which covers cash costs but not all investment servic-
ing costs is closed after three years. A rational entrepreneur may remain
in business for several years without having received a return on invest-
ment. At some point, however, he should have considered the opportu-
nity cost of capital. It is assumed that after three years of no return on
investment, the packinghouse is liquidated or transformed to a new
endeavor. The three-year time period could have differed among firms
depending on tax considerations and/or the rate of property value appre-
ciation.

If an existing plant is closed for less than three years, it reopens at zero
start-up cost. Most packinghouses close for a few months during each
year. The fixed costs associated with start-up after being closed for two
years should not be appreciably different than they are after being closed
for a few months. The fixed cost associated with start-up are included in
the model.

"The $0.125 figure is taken from accounting records where it is called deprecia-
tion and rent. Actual debt servicing and net return on investment was not
available.
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