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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.

What is value?

Science side: costing

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

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 (~33%)

Labor costs (~34%)

Overhead costs (~33%)
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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

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.

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.

 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?  

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
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Art of Pricing

Americans have 
enjoyed 40 years 
of low inflation. If 
you were an adult 
in the 1980’s you 
remember!

Source: New York Times 10/11/2022

WSJ 11/9/22

It is essential marketers know who their customers are!
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Art of pricing:
Should a formula have the last 
word on setting a price?

The case of the 4” single 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

The case of the 4” plant price

$0.00

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

P
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Four Inch Container

$0.70 cost

Starting Retail Prices in 2010 in Michigan ranged from $1.25 to $5.29

Could input cost alone 
account for the $4.04 
price spread in a single‐
item 4” container?

Art of pricing:
N0! Formulas should NOT have 
the last word on setting a price!

You are more likely to leave 
money (profit) on the table if 
you strictly adhere to formula-
based pricing.

And, you will miss 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 psychological 
barriers you can get.
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Value is a matter of 
perspective.

Sometimes we can 
shape that 
perspective.

Five ways we “assign” value.

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

Sheth, Newman, and Gross (1991) Theory of Consumption Values

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

 Does the customer get joy or a positive feeling from buying or 
having/owning or eating the product?
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Elements of perceived value

5. Social value
 When the consumer buys the product, it can help them 

enhance their perception in the eyes of others (FOMO is real. 
My friends are posting on Instagram!)

Value communicated through attributes
 Search attributes can be readily evaluated before the 

customer makes the purchase. These would include foliage 
color/shape/size and price.

 Experience attributes can only be evaluated after 
purchase. Flavor (peppery like arugula), sweetness, 
bitterness, crunch.

 Credence attributes are more difficult to evaluate, even 
after purchase. Consumers rely on the brand and reputation 
of the seller. Production method (sustainable, organic), 
carbon footprint (intensive, limited), nutritional and other 
benefits (emotional, psychological, economic).

Where is the value?

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

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)

Enhance value communicating plant benefits

Want a copy? Email me at behe@msu.edu and ask for the benefits articles.

Plant

Price

Plant,
Feature, 
Benefit
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Benefits facilitate purchases, especially 
at higher price points
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Price point for digitally identical plants

Price only Feature Benefit

Information provided on sign

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

This is a good sign!

Benefit

Benefit

Benefit

Many benefits are 
Experience and Credence
attributes 

Consumers 
are not 
rational.

If they were, coffee 
would be a 
commodity and 
customers would 
maximize their utility 
by getting the 
cheapest cup they 
could make.

If you wouldn’t pay 
that much for 
something, it 
doesn’t mean 
someone else won’t 
pay that price.

Two approaches:
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Which plant is the best quality?

Branding matters: Perceived plant quality
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Chi‐square = 104.1458, df= 2, p < 0.001

How much 
are you 
willing to 
pay?

Source: Chris Beytes, Acres Online, June 26, 2020

What’s it worth?

Consider cost.
Consider break‐even.
Consider price points.

Make comparisons hard.

Now, what is it worth?
That is the art of pricing.

Harvard Business Review Sept./Oct. 2021

Be one of the 
sustainable 
companies 
your 
customers 
can identify.
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Source: Zhang, T., J. Chen, K.G. Grunert. 2022 (in print). Impact of consumer global-local identity on attitude towards and intention to buy local foods. Food Quality and Preference 96:104428 

The more customers 
identify with their 
local geography (vs. 
country) the more 
likely they are to buy 
local (vs. imports).

Capitalize on local identity

 Use imagery to reinforce your location in the local geography

 Employ symbols, seals, marks that reinforce your state (or 
region) 

Can you raise prices?

Try raising prices on a few 
products (experiment).

Raise them on products 
that are not easily 
compared.

Experiment and identify 
how many customers 
pushed back and also 
calculate sales.

Consumer responses to price increases

Consumer responses to price increases

Units x dollars
(units x profits)

Sell at a loss?

“Will you write each 
customer a check or tape 
a dime to each container 
you sell?”
William R. Carlson
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http://connect‐2‐consumer.com/

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

The Art and Science 
of Pricing Products

Dr. Bridget K. Behe, Ph.D., Professor
Department of Horticulture
Michigan State University

behe@msu.edu
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