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Overview
• Pricing and Cost of Production
• Briefly: Cost and food trends



Pricing and Cost of Production
• To estimate the prices needed to break even, you need to know 
your cost of production

• Many costs higher compared to 2022: fertilizer, energy, interest, 
labor, seed, …

• Labor the largest cost for most small diversified vegetable farms
• Not just wages, but availability

• Enterprise budgets: https://www.extension.iastate.edu/agdm/crops/html/a1-17.html

• Reality: cost varies a lot across growers, even similar types of 
operations, due to how they manage labor and their farming 
methods, inputs and equipment/facilities differ

https://www.extension.iastate.edu/agdm/crops/html/a1-17.html


Cost of Production: A Necessary Evil
• Veggie Compass spreadsheet tool: http://www.veggiecompass.com/

• John Hendrickson at UW’s CIAS leads, with help from Erin Silva and myself
• Makes it easier (not easy) to estimate your cost of production

http://www.veggiecompass.com/




• You have strong incentives to track all your costs on Schedule F
• Take these costs and allocate them to your crops, marketing 
channels, other enterprises, and farm overhead



What’s missing from Schedule F?
• Depreciation: tax depreciation not always accurate (section 179)

• If you have larger capital expenses for buildings or equipment, may want to 
estimate “true” costs and allocate to multiple seasons

• Prepaid Expenses: things you paid for in previous years
• Add things bought early (before Jan 1) as per usual
• Add things bought in previous years and put in inventory to be used over 

multiple seasons
• Subtract things bought this year to use in later years

• Accrued Expenses: interest, property taxes, income taxes
• You can ignore any of these, especially if they are small



Veggie Compass makes 
it EASIER, NOT EASY 
to estimate your costs

Veggie Compass 
http://www.veggiecompass.com/

http://www.veggiecompass.com/


Let’s look briefly at Veggie Compass



Pricing and Cost of Production
• Once you know your costs, you can think more strategically about pricing
• Does your cost of production include 

• Paying yourself and your family for management and labor?  (Salary/Wages)
• Paying for assets like land, equipment and buildings? (Rent, Depreciation)

• Labor is largest cost for most small vegetable growers, but yield also matters
• Think about how adjusting labor changes yield
• If cut labor, but yields also falls, you may not reduce labor per pound

• Do you lose money on some products because they help you make more 
money on other products? (Loss Leaders)

• What are you a low-cost producer for? Should you expand in those products?
• Do you invest in mechanization to reduce labor use per pound?



1. Why you need your cost of production

• Study in 2010 of small diversified vegetable farmer’s labor use
• Detailed tracking of labor time by crop

• Labor cost per pound varied tremendously across farms in WI

2. Can mechanization or expansion reduce labor costs? 
• Labor productivity on organic vegetable farms: 10 farms in WI over 
2 years (2014-2015), sizes from 2.5 to 48 acres (Weil et al. 2017)
• “Pulse” study of Transplanting, Harvesting and Wash/Pack

• Labor use varied tremendously across farms in Wisconsin



Labor Minutes per Pound by Crop and Farm (2010)
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Activity Crop Size Mechanization

Transplant

Broccoli 0 0
Carrot nd nd
Lettuce + +
Pepper 0 +
Squash nd +

Harvest

Broccoli nd 0
Carrot + +
Lettuce + nd
Pepper + nd
Squash 0 0

Wash/Pack

Broccoli nd nd
Carrot 0 +
Lettuce + nd
Pepper 0 0
Squash + 0

Can I expand or mechanize 
to reduce labor costs? 
• Mechanization increased labor 

productivity for Lettuce, Pepper and 
Squash transplanting and Carrot 
harvest and wash/pack

• Why is Broccoli transplanting different?
• Do similar crops have similar effects?

• Potatoes & Beets like Carrots? 

• Larger farms (20+ acres) had higher 
labor productivity for all Lettuce 
activities, plus Carrot and Pepper 
harvest and Squash wash/pack

• Weil et al. 2017
+ Increased, 0 no consistent effect, nd no data



Price information during the season
• Auction Reports 

• Recent wholesale prices 
• Track trends over time

• Central WI Produce Auction, Withee 
http://www.cwpauction.com/index.ph
p/cwpa-auction-reports

• Fennimore Produce Auction
• Platteville Produce Auction
• Growers Produce Auction, Cashton
• Tri-County Produce Auction, Dalton

Auction Report for July 20, 2022

http://www.cwpauction.com/index.php/cwpa-auction-reports
http://www.cwpauction.com/index.php/cwpa-auction-reports


All Producers in the Economy are Paying Higher Costs
(Inflation = Higher Costs)

PPI +51% from Apr 2020 to Jun 2022
New trend?

–6.1%



• Corn and Soybean  
costs for 2023 up 10% 
to 20% from 2022

• Margins are getting thin 
even with high prices



Farmers Markets Selling Vegetables by State in 2020
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Farmers Markets Selling Vegetables per Million People
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Farmers Markets National Trend
• Nationally farmers markets are 
saturating

• Wisconsin has a farmers 
market culture

• Wisconsin farmers markets 
may be getting more 
competitive

• Caveat: these data are all from 
before the pandemic

https://www.ers.usda.gov/data-products/chart-gallery/gallery/chart-detail/?chartId=104402

https://www.ers.usda.gov/data-products/chart-gallery/gallery/chart-detail/?chartId=104402


2023 Food Trends
• Climate Conscious or Climate Smart

• Get your farm story clear
• Plant-based proteins
• Mushrooms
• Thrifty foods: SNAP/EBT, small sizes
• Nostalgic foods
• Mocktails, low alcohol, medicinal drinks
• Purple yams (ube)
• New cultures: Nigerian, Filipino, …

Efo ewuro Bitter leaf

Efo amunututu
Malabar spinach

Winged Beans



Summary
• Estimate cost of production while 

doing taxes and update for 2023
• Lots of variably across farms, why 

you need your cost
• Veggie Compass may help: 

http://www.veggiecompass.com/
• Do some strategic thinking
• Mechanization seems to reduce labor 

costs for transplanting and root 
vegetable harvest and wash/pack

• Larger farms seem to have lower 
labor costs for lettuce

Paul D. Mitchell
Professor of Ag & Applied Econ, UW-Madison
Director Renk AgriBusiness Institute
UW Extension Funded Faculty

pdmitchell@wisc.edu 608-265-6514

Questions?
Comments?

• Are farmers markets getting more 
competitive? 

• You may need to up your game with 
new ideas, new products

http://www.veggiecompass.com/
mailto:pdmitchell@wisc.edu
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