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What	determines	market	price?	



In a capitalist society the prices of goods, 
services and labor are determined by supply and 

demand 

What	determines	market	price?	



US	produc,on	of	vegetables	decreased	from	2014	
to	2015,	as	3%	of	area	harvested	declined.		

Vegetables	and	Pulses	Outlook/VGS-356/April	29,	2016	
Economic	Research	Service,	USDA	

In	2015,	about	22	percent	of	vegetables	
consumed	domes,cally	were	imported	while	13	
percent	was	exported	to	foreign	des,na,ons.	
Import	share	of	domes,c	use	of	vegetables	has	
nearly	tripled	in	the	last	two	decades	from	8	

percent	in	1995	to	22	percent	in	2015	





Future	trend:	USA	will	be	impor,ng	more	from	
Mexico	and	other	countries,	to	fill	the	demand	

for	lower	prices.		
•  Labor	(minimum	wage)	
•  Cost	of	produc,on	
•  Trade	agreements	



What	about	Demand?	



Demand	for	Fresh	Vegetables	in	the	United	States:	1970–2010	
Cephas	Naanwaab1,2	and	Osei	Yeboah	Economics	Research	Interna,onal	

Volume	2012	(2012)	

Consump,on	of	these	8	vegetables	increased	each	decade	from	1970	–	2000.	
Increased	prices	may	have	contributed	to	decrease	in	the	last	decade.	Consump,on	of	
all	veggies	increased	each	decade,	may	be	a	reflec,on	of	health	consciousness	on	the	

part	of	consumers.			



Demand	



In a capitalist society the prices of goods, 
services and labor are determined by supply and 

demand 

What	determines	market	price?	



How	do	YOU	determine	your	price?	

•  Cost	of	produc,on	
•  Current	market	prices	

•  Condi,ons	

NCAT	



•  Pre-plan,ng	Costs	
•  (same	for	all	crops)	
•  Primary	,llage,	bedding,	pre-

irriga,on	
	

•  Pre-Harvest	Costs	
•  Transplan,ng		
•  Weeding	
•  Irriga,ng	
•  Plan,ng	
•  Fer,lizing	
•  Spraying	
	

•  Harvest/Wash/Pack	Costs	
•  How	long	did	it	take	you	to	pick	x	

amt,	wash,	and	pack?		

Calcula,ng	Your	Cost	of	Produc,on	



•  Delivery	
–  Labor	(Driver)	
–  Gas	costs	for	route	

•  Overhead	
–  Rent	
–  Insurance	
–  Admin/planning	
–  Electricity	
–  Dumpster	
–  Porta	poges	
–  Internet	

	

Calcula,ng	Your	Cost	of	Produc,on	



Pre-Plant	Costs	



Pre-Harvest	Costs	



Harvest/Wash/Pack	Costs	



Cost	of	Produc,on	Analysis	

This is just an example of how you can put it into a spreadsheet. 



Cost	of	Produc,on	Analysis	



Common	pricing	mistakes	

•  Ahemp,ng	to	compete	on	price	alone	

•  Pricing	too	high	–	not	in	line	with	customers’	values	

•  Failing	to	test	different	price	levels	across	distribu,on	channels	
•  Failing	to	adjust	prices	for	market	trends	and	seasonal	fluctua,ons	

Not	paying	a+en-on	to	market	trends.	



Pricing	Too	Low	=	Undervaluing	Your	Products	

•  Nega,ve	reflec,on	of	your	work	and	
the	quality	of	your	food.		

•  Customers	value	what	you	value		
•  Not	only	lose	money,	you	also	set	the	

market	price	lower	for	everyone.		
•  Undercugng			
•  Talk	to	your	neighbors	and	get	your	

prices	in	line	
•  Fair	market	value	for	everyone	



Pricing	with	Confidence	

•  Customers	pay	for	more	
than	what’s	in	the	box	
–  Consistency:		

•  Communica,on	
•  High	quality	product	
•  Reliability	
•  Labeling	
•  Administra,ve	
accuracies/
professionalism	



Pricing	with	Pride	

•  Put	your	Proud	Farmer	
on	

•  Pride	reflects	in	your	
product	and	your	pack	

•  Easier	to	ask	for	the	
price	that	you	need	

•  Value	yourself	and	your	
work.	

•  Who	wouldn’t	be	proud	
to	be	a	farmer?	J		



•  Hi	all,	I	threw	in	a	couple	of	extra	slides	that	I	didn’t	
show,	but	that	might	be	useful	for	growers	struggling	
with	this	issue	–	learn	to	determine	your	profit	
margin	and	how	to	calculate	a	retail	markup,	and	
farm	gate	price.		



Farmer’s	Market	Math		

Be	careful	when	selling	at	Farmers	Markets!	It	can	be	misleading	you	fail	to	
dis0nguish	between	your	Gross	Sales	and	your	Net	Profit.	

	
•  If	your	profit	margin	is	10%,	and	you	are	selling	$2000	each	week,	then	your	take	

home	profit	is	$200	(your	expenses	would	be	$1800	with	a	10%	profit	margin).	
•  	Let’s	say	you	have	ONE	bad	market	one	month	--	it’s	rainy	and	people	don’t	come,	

and	you	sell	$500.		
•  Then	that’s	$500-$1800	=	-	$1300	net	profit	(loss).	That	wipes	out	all	the	profit	you	

made	over	the	last	4.5	weeks.		
•  $200	x	3	good	weeks	=	$600	…..	+	-$1300	=	-$700.	Net	profit	for	the	month	is:									

-	$700.		
•  So	one	crappy	market	wipes	out	your	en,re	profit	for	one	month	of	good	markets,	

and	actually	costs	you	money.	
•  Learn	to	calculate	your	profit	margin	so	that	you	can	understand	when	you	are	

making	money	and	when	you	are	losing	it.		



Calcula,ng	Profit	Margin	

•  Profit	Margin	=	Net	Profit	/	Gross	Sales	
•  Calculate	your	net	profit	first,	by	determining	how	
much	it	costs	you	to	sell	something.		

•  Then	use	that	net	profit	divided	by	your	gross	sales	
to	determine	your	profit	margin.	It	will	be	a	
percentage.		



Calcula,ng	Retail	Markups	

What	is	this	store	paying	
farmers	for	this	produce?	

	

•  Retail	price:	$2.50	
•  2.50	/	(1+	40%)	
•  2.50	/	(1+	0.40)	
•  2.50	/	(1.40)	=	$1.78	
•  =	what	the	farmer	is	gegng	

paid	for	this	item	

How	much	is	this	store	
marking	up	from	
wholesale	price?	

	

•  $2.43	is	the	wholesale	price	
•  Selling	at	store	for	$3.50	
		
•  3.50	/	2.43	=	
•  	44%	markup	

Avg retail markup btw 40-45% 
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