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One grower-retailer wrote:

 “Now that the busy season is almost over, we are delving deeply into 
planning for next year. We are going into our third season of growing in 
our greenhouse, and of course, pricing is an issue that never goes away. 
We find it very difficult to feel as though we are making enough profit, 
yet staying competitive in the market. We have attempted to work 
some formulas for pricing, but don’t feel very confident in our 
numbers. Previously we kept our seed-grown plants at a lower price 
point, because we felt we had less expense incurred with them and 
could use them as a price leader; however, recently I read another 
article that said basically, if a grower makes money from growing, and a 
retailer makes money from selling, as a grower/retailer, we should be 
making more, not less profit from what we grow ourselves.”

The Price Puzzle: Outline for today
 Concept of price
 Calculating cost

 Measuring the cost part of price

 Cost of production (and software sources)

 Setting price
 Cost-plus formula pricing

 Break even analysis and the consequences of sales

 The case of the 4” single item pot price in Michigan

 Elements of perceived value

 Features versus benefits in pricing

 Product Life Cycle & Product Adoption Curve
 What happens when we increase prices?

 Questions

My goal is to give you 
food for thought not 
develop your math 

skills.

Concept of price
Defined as the outlay customers make to 

obtain a desired product or service.

Price is an indication that something has 
value to both buyer and seller.

Price
Benefit

What is value?

What you get for 
what you pay.

Concept of price

Calculating Cost
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Cost side of price

Track costs!

That which gets measured gets 
managed.

Tracking costs is a bit like exercise: lots 
of choices. Find one you like. Use it.

Cost accounting software sources

Other cost software sources

 Rutgers (5 crops) http://farmmgmt.rutgers.edu/green-
house/greenhouseinteractiveform.html

 University of Massachusetts, Amherst 
ttps://ag.umass.edu/greenhouse-floriculture/fact-
sheets/greenhouse-crop-budget-resources

Source: The New Economics of Greenhouse Production, AmericanHort publication
By Paul Fisher, Alan Hodges, Bill Swanekamp, and Charlie Hall.
Accessible at http://ellisonchair.tamu.edu/files/2013/09/Combined-costing-series.pdf

Cost of production

Direct costs

Labor costs
Overhead or indirect costs

Three buckets of cost

Direct
cost

Labor Overhead

Source: Charlie R. Hall. 2008. Benchmarking Your Way to Success! OFA 
Bulletin (May/June) 908: pages 2-5. Available at https://aggie-
horticulture.tamu.edu/faculty/hall/publications/OFA_08_mayjune.pdf

Direct cost without wages = 34.1%
Direct
cost

Direct
cost



3

Labor

30%

70%

Labor

Production Post production, shipping, packaging

Labor

Source: The New Economics of Greenhouse Production, AmericanHort publication
By Paul Fisher, Alan Hodges, Bill Swanekamp, and Charlie Hall.
Accessible at http://ellisonchair.tamu.edu/files/2013/09/Combined-costing-series.pdf

Overhead

Source: The New Economics of Greenhouse Production, AmericanHort publication
By Paul Fisher, Alan Hodges, Bill Swanekamp, and Charlie Hall.
Accessible at http://ellisonchair.tamu.edu/files/2013/09/Combined-costing-series.pdf

$0.70 total cost of production

Setting Price:
Art + Science

Cost based pricing strategy

MU on C = Retail Price - Cost /Cost

Most common pricing formula.

Cost based pricing strategy

MU on C = Retail Price - Cost /Cost

You decide on 300% mu/c.  Cost is $0.70.
What’s the price?
3.00 = [(RP - $0.70) / 0.70]
(3.00 x 0.70) = RP - 0.70
2.10 = RP – 0.70
2.10 + 0.70 = RP = $2.80

Just 
multiply 4x.
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Should a formula have the last 
word on setting a price?

Psychological price points

Costco’s pricing strategy

Source: Len Rapport, Tough Nickel

$0.97 means clearance

• Means existing inventory

Manager markdowns $0.88 
or $0.00

Odd pricing ($0.79, $0.49) 
means regular priced 
merchandise

Key price points
 $0.49

 $0.99

 $1.49

 $1.99

 $2.49

 $4.99

 $9.99

 $14.99

 $19.99

 $29.99 (in $10 increments)

 $99.99 (in $50 increments)

When setting price, consider how 
close to these barriers you can get.

Break-Even Analysis

 In setting prices, one point to consider is 
the break-even point.

This occurs when you have paid all the 
direct costs of that product.

The break-even point is literally where you 
generate no profits, but break-even or 
cover all costs incurred in growing the 
product.

Break Even Analysis
You grew 5000 4.5-inch petunia plants that each 

cost $0.70 to grow.
 Is it possible to sell all 5000 plants? What is an 

acceptable loss rate or percentage?
Next, where is the break-even point?  How many 

plants do you need to sell to recover total costs?
You are consider selling the plants at one of 

three price points:  $1.99, $2.99, and $3.99.
Where is break-even for each price?  
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Break Even Analysis
 What is the total cost of production?
 $0.70 each x 5000 = $3500
 How many plants do you need to break-even (recoup 

$3500) with a $1.99 retail price?
 $3500 / $1.99 (price each) = 1759 (1758.79) plants is the 

break even point in units.
 How many plants do you need to break-even (recoup 

$3500) with a $2.99 retail price?
 $3500 / $2.99 (price each) = 1170 plants is the break 

even point in units.

Break Even Analysis

Price Quantity
Sold 

(plants)

Total 
Sales

Break Even 
Point 

(plants)

Percent 
product sold to 

break even

$1.99 4000 $7,960 1759 18.6%

$2.99 4000 $11,960 1170 12.3%

$3.99 4000 $15,960 878 9.3%

Break Even Analysis

Price Quantity
Sold

Total 
Sales

Total 
profit

Additional 
profit

$1.99 4000 $7960 $4460 Over $1.99 
price

$2.99 4000 $11,960 $8460 89.7%

$3.99 4000 $15,960 $12,460 179.4%

The effect of sales and discounts

Price Discount Total Profit 
(selling 4000 plants)

Percent 
less profit

$3.99 none $12,460 Over $3.99 
price

$3.59 10% $10,860 12.8%

$2.99 25% $8460 32.1%

$1.99 50% $4460 64.2%

The case of the 4” single cv plant
Michigan State Plant Pricing Study

 Tom Dudek and I collected price information from 
2007 to 2010 on three basic items.

 All single unit, free standing stores (no multi-
location or box stores).

 Single item four-inch vegetative annual, 10-inch 
single item hanging basket, 36-count flat

 Collected in May and June on “retail price as of 
first week of May.”

Michigan Price Study
Participating Counties

 Allegan

 Kent

 Muskegon

 Newaygo

 Ottawa
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The case of the 4” plant price

$0.00

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

P
ri

ce

Four Inch Container

$0.70 cost

Starting Retail Prices in 2010 in Michigan: $1.25 to $5.29

Where is the value?

Why do we communicate to customers that all of the 
value of the product lies below the soil/media line?

Elements of perceived value

1. Functional value
 features, functions, attributes, or characteristics 

(aesthetics, quality)

 performance (reliability, performance quality)

 outcomes or consequences (environmental 
benefits)

Elements of perceived value

2. Epistemic value

 novelty or capability to satisfy a desire for 
knowledge

 sensory value (aesthetics, ambiance, sensory 
aspects)

Elements of perceived value
3. Conditional value

 symbolism or meaning relating to socio-cultural 
events and traditions

Elements of perceived value

4. Emotional value

 joy or positive feeling from buying the product

 stress and search costs, and relationship costs

 personal investment time, effort, and energy 
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Elements of perceived value

5. Social value
 helps consumer identify with a specific social group 

or enhance their perception in the eyes of others.

1. Functional value
2. Epistemic value
3. Conditional value
4. Social value
5. Emotional value

More value = higher price

Focus on features: technical aspects 
of the plant or its characteristics 
(functional value alone)

Focus on benefits: 
what those features 
mean to the 
consumer (other 
value dimensions)

Price
Benefit

Price
Benefit

What accounts for the difference in starting 
retail prices?

$0.00

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

P
ri

ce

Four Inch Container

Price
Benefit

People 
don’t buy 
features, 
they buy 
benefits!
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When marketing at a high price point, benefits alone increase the 
likeliness to buy (purchase intention). For a moderate price point, 
both feature and benefit are needed. For a low price, all they need 
is price.

Source: Zhu, Z., B. Behe, P. Huddleston, and L. Sage. 2017. How do Pricing and the Representation of Price Affect Consumer Evaluation of Nursery 
Products? A Conjoint Analysis. International Food and Agribusiness Management Review. 20(4):477-491. DOI: 10.22434/IFAMR2017.0003

Price
Benefit

Product Life Cycle
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Product Adoption Curve

Pricing Strategies in Product life cycle

 In the Introduction phase: price high to reap high 
margin that innovators and early adopters are 
willing to pay. Limited inventory? Price higher.

 In the Growth phase: differentiate your container 
size or strive for price parity.

 In the Mature phase:  Since competition (product 
and firm numbers) forces prices down.  Focus on 
differentiation.

 In the Decline stage: Cut your losses!

Product Portfolio
Tiki Torch

Maui Sunshine

All That Jazz

Guava Ice

After Midnight

How many 
cultivars do 
you need?

Where is each 
cultivars in the 
product life 
cycle? Profit 
generators?

How many 
customers 
would notice if 
drop poor 
performers?
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What happens when we increase price?

 Recruited 3 reputable independent garden centers in 2012. 

 Used both branded (test plants) and non-branded plants (control plants).

 Prices adjusted over three weeks during the spring season. 

 Week 1:  test plants were priced 10% less compared to control plants.

 Week 2: test plant priced were the same as control plants.

 Week 3: test plants were priced 10% more compared to control plants.

 The prices of the unbranded or control plants were held constant during 
this period in order to serve as a comparison.

 Branded plants were representative of a differentiated product.

Source: Marco Palma, Bridget Behe, and Charlie Hall. Low Prices Do Not Sell More 
Plants. Today’s Garden Center, August, 2012.

 Total revenue generated by the garden centers in 
the study during the time period (raising prices by 
10%) was 2.3% higher, despite selling 8.27% fewer 
units.

 Sell fewer units and generate more profit? Work 
smarter not harder.

 Conversely, we calculated that if prices had been 
lowered by 10% for the test plants over the same time 
periods, actual total revenue would have decreased 
27%.

What happens when we increase price?

Source: Marco Palma, Bridget Behe, and Charlie Hall. Low Prices Do Not Sell More 
Plants. Today’s Garden Center, August, 2012.

Sell at a loss?

“Will you write each 
customer a check or 
tape a dime to each 
container you sell?”
William R. Carlson

Pricing: part science, part art

http://connect-2-consumer.com/

Want more marketing information? 
Sign up for my free 7-10 minute 
marketing podcasts. A new one every 
week.
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