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H o w  s h o u l d  w e  a p p r o a c h  p r i c e  v s  c o s t ?

F a r m  f i n a n c e s  a r e  c o m p l i c a t e d .  

A f t e r  c o s t s  o f  g o o d s ,  w e  h a v e  a  p i l e  o f  o t h e r  e x p e n s e s .

LABOR | GENERAL + ADMINISTRATIVE | FIXED | OPERATION

D o n ' t  f o r g e t  a b o u t  y o u r  i n d i r e c t  c o s t s !

S t a r t  w i t h  t h e  f o r e c a s t s  a n d  w o r k  b a c k w a r d s .



W H Y  W H O L E S A L E ?

D i v e r s i f y  a n d  r e d u c e  r i s k

R e a l l y  g o o d  a t  p r o d u c i n g  a
f e w ,  p a r t i c u l a r  p r o d u c t s

J u s t i f y  e q u i p m e n t  p u r c h a s e
f o r  a  p a r t i c u l a r  o p p o r t u n i t y

S t r a t e g y  f o r  u n u s e d  l a n d

A w a r e  o f  p o s s i b l e  w h o l e s a l e
c u s t o m e r s  o n  c u r r e n t  t r a v e l
r o u t e



S t a r t i n g  u p  a  w h o l e s a l e  e n t e r p r i s e  w i t h o u t
u n d e r s t a n d i n g  p r o d u c t  c o s t  i s  d a n g e r o u s .  

A t  a  l o w e r  p r i c e  p o i n t  t h a n  d i r e c t - t o - c o n s u m e r ,  t h e  
f a r m e r  c o u l d  u n k n o w i n g l y  b e  l o s i n g  m o n e y  &  r e d u c i n g  p r o f i t s !



C O S T  V S  P R I C E
B Y  P R O D U C T

Sales Income - Costs of  Goods Sold =

Gross Profit  ($)

(Gross Prof i t/Sales)  x  100 = 

Gross Margin (%)

What should my margin goal  be?  

How does that differ  by sales

channel?  For  what reason?

U n d e r s t a n d i n g
M a r g i n

T h e s e  s u g g e s t i o n s  a r e
m e a n t  t o  b e  u s e d  a s
g e n e r a l  g u i d e l i n e s ,  a n d
t h e  u s e r  s h o u l d  v e r i f y
t h e i r  o w n  n u m b e r s  a n d
a s s u m p t i o n s .

Gross Margin is the % of
income you retain after paying
for very direct costs (For this

model: COGS and Labor).



C O S T  V S  P R I C E
B Y  P R O D U C T

I f  you set a wholesale margin goal
of 20-25%, al l  of your other
expenses need to equal less than
that % in order to produce a net
profit .  

In wholesale,  your expenses of
sel l ing should be much lower - staff
t ime and materials.

Retai l  margins need to be higher to
cover that increased effort in sales
and marketing.

Blends of wholesale and retai l
operations mean we need to zoom
out and look at big picture.

W h o l e s a l e  v s
R e t a i l



M A R G I N S  
B Y  C O S T

P r o d u c t  C o s t  a t  $ 0 . 4 0 / l b

Let’s say Mary sells potatoes

at market for $2 per pound.

Wholesale price is $25 for a

50lb. bag.

That’s $2 per pound vs.

$0.50 per pound.

Mary needs to drive a high

enough margin to make a

profit.

Unless her cost  is less than

$0.40 per pound, she does

not meet her goal.
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P r o d u c t  C o s t  a t  $ 0 . 5 0 / l b

S a l e  P r i c e

S a l e  P r i c e



T H E  P U R P O S E
O F  T H I S  T O O L

T r a n s p a r e n c y  o n  w h i c h  p a r t s  o f

t h e  e n t e r p r i s e  a r e  t h e  b i g g e s t

i m p a c t s  o n  c o s t s ,  a n d  h o w  t h a t

i n f o r m a t i o n  h e l p s  y o u  e v a l u a t e

p o t e n t i a l  o p p o r t u n i t i e s  t o  s e l l

m o r e  p r o d u c t .

B e g i n  a  c o n v e r s a t i o n  a b o u t

h o w  w e  c a n  m a n a g e  c o s t s  a n d

w h i c h  c o s t s  w e  c a n  m o s t

c o n t r o l  a n d  c h a n g e .

K n o w  r i g h t  a w a y  i f  y o u  w a n t  t o

f u r t h e r  e n g a g e  a  p o t e n t i a l

b u y e r  o n c e  p r i c e  h a s  b e e n

d i s c u s s e d .

N e e d  a n
u n d e r s t a n d i n g  o f
g r o s s  p r o f i t a b i l i t y

o n  p r i c i n g .



E s p e c i a l l y  w h e n
s e t t i n g  a  p r i c e  f o r

w h o l e s a l e  o r
s u b s c r i p t i o n s .



S E T T I N G  U P
T H E  M O D E L

S t a r t  w i t h  a
s a l e s  p r o j e c t i o n

f o r  t h i s  n e w
e n t e r p r i s e  a n d

m a k e  s u r e  t h a t  i t
g e n e r a t e s  p r o f i t .

L e t ' s  d i g  i n  a n d
d e m o  t h e

s p r e a d s h e e t s .



P R O T E I N S
C O S T I N G

Taking a magnify ing glass

to each part  of  the process

- where can we make

tweaks in  cost  inputs?

Impact of  process ing on

the f inal  cost

Use the cost ing tool  to test

pr ic ing and var iat ions on

process ing order

C o s t  P l a n n i n g
C o n s i d e r a t i o n s



G R A I N S
C O S T I N G

H o w  m a n y  a c r e s ?

I s  t h i s  a  p l o t  g r a i n s  o n l y  o r

r o t a t e d ?

C u s t o m  h i r e  v s .  e q u i p m e n t

p u r c h a s e  a n d  r e t u r n  o n

i n v e s t m e n tC o s t  P l a n n i n g
C o n s i d e r a t i o n s F o o d  v s  F e e d

L e a r n i n g  c u r v e  o n  q u a l i t y

c o n t r o l

C l e a n i n g  a n d  s t o r a g e

P r i c e  v s  e f f o r t  f o r  f o o d  v s

f e e d  g r a d e

D i s e a s e  r e l a t e d  c r o p  l o s s

F o o d  g r a d e  c r o p s  a r e  v e r y

c h a l l e n g i n g  



P R O D U C E
C O S T I N G

C o s t  P l a n n i n g
C o n s i d e r a t i o n s

S t a r t  w i t h  a  s a l e s

p r o j e c t i o n

H e l p s  t o  k n o w  y o u r

b a l l p a r k  y i e l d s  a n d

d e t a i l e d  C O G S

T i m e  t r a c k i n g  m a k e s  t h e

c o s t i n g  m o d e l  m o r e

a c c u r a t e

H a v i n g  y o u r  f i n a n c i a l s  i n

o r d e r  m a k e s  i t  e a s i e r  t o

k n o w  w h a t  t o  s e t  a s  y o u r

g o a l  m a r g i n
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MARGINS AND COSTS
Critical Point for Trainers -

Farmers usually chase sales.  Sometimes they are losing money
on what they are selling.

At a smaller scale, they need to understand the value of their
time, and the tradeoffs.

Biggest opportunities for learning:

Profit over volume!

The lessons on price and margins are highly applicable to

value added products, too.  Sometimes spending more to

process a product is a mistake.



Create a new tab in the
sheet or “save as"

Try again with different
data

Equipment purchase
opportunity?

T W E A K I N G
Y O U R  M O D E L

What if your product

isn't profitable enough?



P R O D U C E  C O S T I N G
S A M P L E  S L I D E S



S E T T I N G  U P
T H E  M O D E L

C r o p ,  B e d  S i z e ,  Y i e l d ,  
P r i c e  +  M a r g i n



L a b o r  C o s t  +  D i r e c t  I n p u t s

Any di rect costs  that can
be tracked by bed.

Based on a goal  of  the margin
you set ,  after  di rect costs .

What could we use “other” for?

S E T T I N G  U P
T H E  M O D E L



F O R E C A S T I N G  L A B O R  +  T I M E :  C A R R O T S

Over the l i fespan
of th is  crop

You must use a # of 1
or  greater under
passes to calculate.
 We real ize that
washing isn ’ t  a pass
down the row, but use
1  to complete the
calculat ion.

Best  est imate



D i r e c t
I n p u t s :  
T r a n s p l a n t s

S E T T I N G  U P
T H E  M O D E L



S U M M A R Y  C O S T  A N A L Y S I S

From the pr ice
and y ie lds you
entered above

Compare th is  to your
desi red margin and decide
if  i t ’ s  worth the effort

The t ime you
projected mult ip l ied
by your effect ive
labor cost  mult ip l ied
by # of beds



O P P O R T U N I T Y  A S S E S S M E N T

Impact on margin
dur ing debt payment

Remember that labor could be
reduced great ly  by th is  purchase



R O O T  W A S H E R  C A S E  S T U D Y

Let ’s  say we want to reduce labor in the washing stage and spend

$4000 on a root washer.   We borrow the money from a fami ly

member and are paying i t  back over 2 years with 5% interest .

($175.49/month or $2105.88/year)

How many crops wi l l  I  use th is  for?  Create a % use plan to
ass ign cost .

Ex:  25% carrots ($526/year) ,  25% beets ($526/year) ,  50%
potatoes ($1054/year) .

Project how much t ime you wi l l  save (ex:  50% of washing t ime).

Consider that crop y ie ld over the whole year (# of beds) .

Re-run the model .   Put  your repayment cost  in  “other”  under
summary analys is .   P lay with # of beds.



Time
reduced

R O O T  W A S H E R  C A S E  S T U D Y



Margin reduced for  2
years unt i l  paid off .

What happens with
a bigger crop?

Can I  sel l  6000
pounds of carrots?

R O O T  W A S H E R  C A S E  S T U D Y



COAST TO COAST      267.606.0391
KITCHENTABLECONSULTANTS.COM

CROP COST MODEL
Critical Point for Trainers -

This is a FORECASTING tool.  There are lots of other tools out
there if you are collecting data for a season or year.

This tool is meant to help gut check pricing and inputs before the
harvest - farmers need to know how to sell what they're growing
before they plant.

Biggest opportunities for learning:

Getting comfortable with forecasting and educated

guessing.

Getting comfortable with raising prices when needed.



Let’s work in small groups to
try out our costing tools!



T H A N K  Y O U

Q U E S T I O N S ?
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