
Great Lakes Fruit, Vegetable & Farm Market EXPO 

December 10 - 12, 2013 

DeVos Place Convention Center, Grand Rapids, MI 

 

Farmers' Markets: Pricing for Profit: Strategies for Success 

in Direct Market Sales 

Thursday morning 9:00 am 
Where: Grand Gallery (main level) Room D 

Learn tips and strategies for how to set the "right" price for your products. We'll explore the 

factors you should be considering when setting prices as well as practical approaches on how 

to integrate market realities — what your competitors are charging — and your own profit 

goals in your pricing decisions. We'll also explore strategies for positive communications 

with your customers about prices.  

Moderator: Cindy Paparelli, MIFMA Professional Development Committee, New Baltimore, 

MI 

9:00 am Pricing for Profit: Strategies for Success in Direct Market Sales   

 Mary Peabody, Community & Economic Development , Univ. 

of Vermont Extension 

10:00 am Panel Discussion   

 Mary Peabody, Community & Economic Development , Univ. 

of Vermont Extension 

 Trent and Ruthie Thompson, Green Gardens Farm, Battle 

Creek, MI 

 Joannée DeBruhl, Stone Coop Farm, Brighton, MI 

 Shannon Rau, Stone Coop Farm, Brighton, MI 

10:50 am Session Ends 

 

  



Pricing for Profit: Strategies for Success in Direct Market Sales 

Mary Peabody, UVM Extension Professor 
617 Comstock Rd., Suite 5 

Berlin, VT 05602 
(802)223-2389 x202 

Email: mary.peabody@uvm.edu 

 

 

Pricing your products for sale and profitability is an essential component of direct marketing success. 

Price too high and your potential customers will pass you by; price too low and you will likely be out of 

business in no time at all.  

The formula for pricing is relatively simple:  

Labor + Expenses + Materials + Overhead + Profit = Selling Price. 

Calculating your cost of production 

Labor is the most challenging expense to fully recover. You may not be able to charge a price that is high 

enough, especially in the early years of your business, but you owe it to yourself to calculate the cost with 

your labor fairly included. It will help in your decision-making down the road and will give you a goal to 

measure your progress against over time. 

Tracking expenses and materials is simply a matter of having a good recordkeeping system and spending 

the time keeping those records updated. In addition to your supplies and materials you will want to set up 

systems that allow you to estimate labor and equipment use for each product you produce. It is so much 

easier to keep these records if you start them early in your business rather than try to reconstruct them 

after the fact. Keep in mind that costs of inputs change over time so this is something that you will have 

to recalculate on a regular basis and adjust your prices accordingly. 

Overhead costs are frequently overlooked, particularly in small businesses and highly diversified farm 

businesses. Overhead includes costs for items like mortgages, insurance, and taxes; but also include utility 

costs and capital expenditures; and services like bookkeeping, accounting, and legal expenses. To the 

extent possible for your business, you should assign these expenses across all of your profit centers. There 

are several ways to approach this depending on the type of business and/or product(s) you are producing. 

One of the more accurate methods is to assign the costs to each profit center based on the percentage of 

revenue generated by that product. For example, if beef sales amount to approximately 50% of your 

revenues then assign 50% of your overhead to the beef accounts. If fresh-cut flowers account for 5% of 

your revenue then assign 5% of your overhead to the flower accounts. Your accountant can assist you 

with additional ways to charge these types of expenses.  

Many producers, just starting out, worry about getting the expenses into the “right” categories. 

Bookkeeping can be complicated for agricultural businesses since we routinely have short-term, 

intermediate-term and long-term categories as well as multiple profit centers contained within a single 

business. In addition you will be asked to estimate your labor distributions and equipment usage across 

these profit centers as well. It can all become pretty complicated quickly! It is important not to let 

‘perfection’ become the enemy of the ‘good’. You will have to make some judgments as to where to 
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assign certain costs. It will not be perfect and, in fact, in the early years it may be quite imperfect. That is 

fine…your records will get better as you gain experience. It is important however is to be consistent in 

how you categorize expenses from year to year. This will allow you to see trends and progress over time.  

Profit is intended to be built into the price. Profit should not be confused with what you ‘earned’ from 

your effort.  

Revenue – Costs = Profit 

Profit provides the capital needed to reinvest in the business, expand your operations, or develop new 

product(s). It is a real and necessary part of being in business. A business cannot thrive without profit.  

Assessing the marketplace 

So far we have reviewed how to calculate your cost of production. This supplies you with the price you 

should be charging in order to recover your investment. While this step is critical it is not the full picture. 

Next you have to assess what customers are paying for similar products. To do this you will have to do 

some research on your competition. Find out what they are charging and how well the product(s) are 

selling.  

This can be discouraging for new or inexperienced producers since you may well discover that the price 

you need to charge is well above what your competitors are charging. This is where the labor begins to 

get backed out of the price followed by some of the overhead and eventually by the profit. While this is 

not a recommended practice it is common in the agricultural sector of direct marketing.  

Factors that affect pricing 

There are many reasons why two business owners producing a very similar product may need to charge 

very different prices. Some of these factors include: 

 Production/Harvesting Costs 

 Quality & Selection of Product 

 Location of Market 

 Customer Income/Demographic 

 Volume 

 Demand & Supply 

 Operating Expenses/Overhead 

 

Although the environmental, social and cultural factors above can impact the prices your customers are 

willing/able to pay, the single biggest factor in your pricing decisions should always be your operating 

expenses. You cannot stay in business long if you are losing money on every unit that you sell.  

Strategies for competing in a tough market 

Once you have discovered that the price you need to charge is significantly higher than what your 

competition is charging are there any options other than giving up? Sometimes the answer is ‘Yes’! 

Assuming that your product quality is high and you are highly motivated to stay in the business, here are 

some strategies that you might consider: 
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 Increase volume – increasing the number of units you produce will decrease your fixed costs/unit 

resulting in a lower price. 

 Focus on the products that are generating the most profit – this is especially true if you are 

producing a large number of products. You may discover that several products are generating a 

lot of revenue and, in fact, subsidizing other less popular products.  

 Decrease expenses – it is always worth looking at your expenses with a critical eye to see if there 

are ways to trim your costs.  

 Redefine your niche, customer, marketing – it may be that, in order to charge the prices you need 

to charge, moving to a different market area or a different demographic makes sense.  

 Rethink your product – there may be ways to repackage your product(s) so that the price 

difference is less obvious to the customer (e.g. package it in a different size, weight or amount). 

 

When price increases are necessary be clear in your communications with your customers. There is no 

need to go into great detail but do provide some context for why the change is necessary. Helping them to 

understand all the factors that go into producing the items they are purchasing goes a long way toward 

helping them become discerning consumers. Always emphasize the high quality of your product rather 

than the lower quality of your competitor’s product. Never bad-mouth your competition. It reflects poorly 

on you as a business owner. Never apologize for your prices or your product. If the item is of good 

quality, well-produced and carefully cared for, it should be worth the price. If your product quality is not 

up the market standards then do not sell it at the market. There are other options for less-than-premium 

products that can allow you to move the product without confusing the regular customers. 

 

If a customer cannot or will not pay the price you are charging be gracious and respectful. A consumer 

that leaves your stand feeling good about their interaction with you is very likely to return as a customer 

another day.  

 

Setting prices is an important responsibility of all business owners. Do it honestly and fairly and 

customers will reward you with repeat business.  

 

ADDITIONAL RESOURCES: 

Growing for Market - http://www.growingformarket.com/ 

Beef and Pork Whole Animal Buying Guide, Arion Thiboumery, Iowa State University  - 

https://store.extension.iastate.edu/ItemDetail.aspx?ProductID=13056 

The butcher kept your meat? Dr. Christopher R. Raines, Assistant Professor, Department of Dairy & 

Animal Science, Pennsylvania State University - 

http://www.uvm.edu/newfarmer/marketing/price/The_Butcher_Stole_My_Meat.pdf 

From Cash Records to Cost of Production, Damona Doye, Extension Economist, Oklahoma 

Cooperative Extenison - http://www.uvm.edu/newfarmer/costpricingfactsheet.pdf 

Pricing Your Farm Products - 

http://www.uvm.edu/newfarmer/marketing/marketing_resources/Pricing_RAFFL.pdf 
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PRICING FOR PROFIT 
Trent & Ruthie Thompson, Green Gardens, trent or ruthie@greengardensfarm.com 

 

1. Good Records = Good Profits 

 

 Market take-sheets need to be created every market 

o How many bunches of beets?  

o Price per bunch?  

o How many bunches left at end of market? If sold out of beets, at what time of 

market?  

o Always ask, could we have sold more beets at current price by bringing more 

volume? Or, if volume constraints, could we raise price and still sell same 

number (or fewer) bunches by end of market and have a higher profit? 

 

 If you continue selling out of certain crops at market, you are not at the market price 

equilibrium 

o Raise prices to increase profits 

o It’s good to have produce on your table at the end of market! 

 

 Market take-sheets should be analyzed every month to determine profit centers and 

market opportunities  

 

 If you sell out of cilantro in May, good chance that sales could be much higher in the 

August and September salsa season 

o Larger plantings could be scheduled in May and June to accommodate demand 

o Or, keep selling current volume and raise price 

 

2. Prices should reflect the cost of producing the product 

 

 Many market customers willing to pay more for early and late produce 

 Growers should capitalize on the increased cost and energy that goes into producing a 

crop out-of-season 

o Example: Early tomatoes or winter greens and roots from high tunnels are 

premium products that should provide the grower additional revenue to cover 

costs and make profit 

o If uncomfortable increasing prices in middle of market season, consider changing 

the size of your bunch or weight of bag of salad 

 A bag of mixed greens weighing 0.30 LB compared to 0.33 LB and sold 

for the same price is a 10% price increase. If you harvest 40 LBS of 

salad, you would have 133 bags to sell at 0.30 LB or 121 bags at 0.33 

LB. At $4/bag, you would earn an extra $48 per market.  
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3. Encourage volume sales with price breaks for additional sales 

 

 If you have a large volume of product at market and want to increase sales, customers 

love deals (even if they are small) 

o Volume discounts can be 

 All for one product  

 Ex. Cherry tomatoes normally at $3/pint  3/$8 

 Multiple products  

 Ex. bunching greens (kale, collards, and chard) normally at 

$2/bunch  mix-and-match 3/$5 

o We find that many of our customers that used to buy one pint of cherry tomatoes 

or one bunch of kale, now buy multiple of each with deals 

o A flat discount of a certain percentage is another possibility. Ask yourself  

 If you can afford the deal for each crop?  

 Are you still making a good profit?  

 Or, should you consider other outlets such as wholesale for surplus and 

keep market volume low and prices high?  

 This is when it gets tricky, and you need to consider your short and long-

term farm goals at market and with wholesale accounts 

 

 

 

 

 

 

4. Smiles, hugs, and names can go a long way in helping you get the prices you want 

 

 Impeccable customer service should always be a top priority and will yield repeat 

customers 
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Presented by
Joannée DeBruhl
December 12, 2013

Welcome to 
THE PRICE IS RIGHT 

(or is it?)

Stone Coop Farm is
in Brighton, MI, only 5 
miles from downtown.

15 miles north of 
Ann Arbor (U of M)

45 miles west of 
Detroit

45 miles east of 
Lansing (MI State)Stone Coop Farm

• STONE COOP FARM started in 2011 and leased 2 acres.  
• In 2012 we purchased 30 acres and are now growing on 4.5 

acres
• We are the only certified organic vegetable farm in Brighton 

and the only vegetable farm that sells all year long
• We are a community based farm focused on serving our city 

and our county

OUR MARKETS
1. CSA 

Summer Shares– 18 weeks 
Fall Shares – 5 weeks
Winter Shares – 6 weeks
Market Shares – 48 weeks
Working & Helping Shares

2. Online Sales at our farm –
Wednesdays, 48 weeks a year

3. 3 Farmers’ Markets
Brighton ‐ Saturdays, May thru October 
Howell ‐ Sundays, May thru mid August
Our Farm – Wednesdays, mid January 
thru mid December

4. Wholesale
2 small, locally owned grocery stores
1 organic food co‐op
1 restaurant

Sales & Marketing Strategies
Target innovators not bargain shoppers. 

Sell unique produce (certified organic, heirlooms, 
winter salad mixes, etc.) Difficult to price shop. 
Flavor! We love hearing how much better our 

produce tastes.  Our customers share it, photograph 
it and  post it on Facebook. We offer taste tests of 

heirloom tomatoes, kohlrabi, Hakurei turnips. 
Shelf Life – Our customers are shocked by how long 

our produce lasts and they tell their friends.
No sales reductions ‐ We bring back leftovers 

from market for members/employees or donate to 
food bank. 

Working & Helping Shares – The more folks that 
help on the farm, the more people understand what 
is involved. They help us educate our community on 

why fresh local produce SHOULD cost more.
Stone Coop Farm Logo Signs at all our Wholesale 

Accounts.

Production Cost Estimate
Material Costs Labor Costs 

Multiply Average Wage by time it 
takes to complete each task:

Crop Yields

Seeds Bed Prep Average Harvest per Bed

Compost Seeding (transplant or direct seed) Number of Harvests

Potting Soil Watering OR

Pots/Trays Weeding Total Yield

Pest/Disease Control

Harvesting

Washing

Packing (bagged/bunched or bulk)

Storing

Orders, Delivery & Invoice

Production Cost = (Materials + Labor)/Crop Yields 
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Target Price
Target Price = Production Cost + Overhead + Profit  = Price/LB

2012 SPINACH Target Price = $7.95 + $2.65 + $1.06 = $11.66/LB
2013 SPINACH Target Price = $3.96 + $3.63 + $0.74 = $8.33/LB

Our 2013 Wholesale Price = $9.00/LB (227 LBS sold)
Our 2013 Retail Price = $14.40/LB (132 LBS sold)

Average Price/LB  Sold = $10.98/lb

Overhead Costs: Taxes, Insurance, Administrative Time, Fuel, Electricity, etc. 
Profit:  Used 10% of Production Cost + Overhead 

Pricing Factors – Other Than Production Costs
How much do we have?
Do we need it for our CSA?
Can we sell it wholesale?
How long will it store?
How well does it sell at market?
Does it survive hot sunny days at market?
Condition of produce –“Underappreciated 
Heirloom Tomatoes”
Only certified organic produce farm at the 
Brighton & Howell markets

Some of our 2013 Prices
Crop Retail Price Wholesale Price

Spinach & Salad Mix $4.50 per 5 oz bag ($14.40/lb) $9.00/lb

Cilantro $2.00 per 2 oz bag ($16.00/lb) $12.00/lb

Tomatoes Heirloom ‐ $5.00/lb
Salad Size ‐ $4.00/lb
Cherry ‐ $5.00/pint ($6.25/lb)

Heirloom ‐ $3.50/lb
Salad Size ‐ $3.00/lb
Cherry ‐ $3.75/lb

Peppers (Colors) $3.00 each $2.00 each

Potatoes $3.50/lb $2.00/lb

Radishes With Tops ‐ $2.00/ bunch 
($6.00/lb)
w/o tops ‐ $3.50/lb

$3.00/lb with tops
w/o tops – not selling 
wholesale

Winter Squash $1.50/lb $1.50/lb

Kale & Chard $3.00 per 8 oz bunch ($6.00/lb) $3.20/lb

Lettuce Heads $3.00 each $1.50 each

Reality Check
TARGET PRICING helps identify efficiency issues.
OVERHEAD – realistically can’t add the same cost 
per lb to every product. 
GROCERY STORE PRICES‐ used as a reference.
PRICE CONVERSATIONS ‐We have LOTS of price 
conversations with our wholesale accounts.

What the market will bear impacts our price, but 
does NOT determine our price. 

Because we use our Target Prices as the driving 
factor, we always have the HIGHEST prices at 
market. Even so we sell between 85%‐100% of 

everything we bring to market.
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