Course:
01.466

Floral Design and Management

Unit 19:
Managing the Retail Floral Operation
Lesson 2:

Pricing

QCC:
450, 455, 458, 459, 465
Objectives: 

1.
Calculate the cost of goods for floral items.

2.
Calculate the retail value of floral items.

3.
Define leader pricing.

Teaching Time:

3 hours
References:

Griner, Charles. Floriculture Designing and Merchandising. Delmar Publishers, Inc. 
Albany, NY.  Current Edition.
Materials and Equipment:

Wholesale price list for a variety of flowers and floral products.
Handouts 19.2.1 and 19.2.2

Teaching Procedure

Introduction and Mental Set

Introduce the topic and discuss the importance of pricing in the retail florist.  Ask students what would happen to a shop if it priced items too high and too low.  Let students answer you.  Answers: lose money or lose customers.  Get your class to brainstorm.  List their answers on the board.  Ask the question,  You are the owner/manager of a small floral shop.  What are some expenses that you will be responsible for paying?

For example: Your list may look like this.

Flowers

Ribbon


Containers
Labor (employees)

Electricity

Water


Rent

Insurance

Delivery van

Gas/upkeep for van 
Telephone
New equipment

This list represents OVERHEAD.  The floral shop must pay for all this before it can begin to make a profit.  That is why floral designs have to be marked up and cost the buyer more than just the cost of the flowers themselves.

Ask the students what would happen to a shop if it priced their items too high and too low.  Their answers should be: If too high lose customers -If too low lose money.

Discussion
1.
Introduce the three pricing strategies from the text and state that each strategy requires that you determine the unit cost of goods.
2.
Explain how hard goods and fresh flowers are purchased from the wholesale florist and how you calculate the unit cost of goods. (On notebook paper)

3.
Have students construct a wholesale price list and a unit price list for a number of commonly used flowers, greens, and hard goods.  (Use old invoices for prices or call your local wholesaler.)

4.
Discuss each of the three pricing strategies in the text and calculate the price of a small arrangement or corsage using each of the strategies.  Compare the retail price of the item by the three strategies.

5.
Give the students a sample invoice from a wholesale florist with the items needed to construct a small arrangement.
6.
Display a small arrangement and have the students calculate the retail price using the attached itemized bill.
7.
Discuss what leader pricing is and the benefits of this strategy.
Leader pricing is a strategy used to lure customers, certain items may be offered at prices well below their normal price.  When customers visit the shop to purchase the leader item, they may purchase other items as well and may even become a repeat customer.

8.
Explain how hard goods and fresh flowers are purchased from the wholesale florist and how you calculate the unit cost of goods.
A.
Cost  number of yds., stems, blooms, containers = price per

yd, bloom, container, stem

B.
Nesting pricing method - This is for good that come together but range in size.
· If the wholesale set cost $7.50, start with the smallest product and number up starting with 2,3,4,etc.

Add all your product numbers up.

-
For example:
2

    
 3

          + 
4
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-
Divide this by purchase price ($7.50).

$7.50  9= $.833 or $.84

-
Multiply each container by the number you gave it (2,3,4) by $.84- to get retail value

9.
Have students construct a wholesale a wholesale price and a unit price list for a number of commonly used flowers, greens, and hard goods.  (Use old invoices for prices or call your local wholesaler.)  See the attached handouts.  First time go through handout as a group, then at end of lesson let each student do one independently.
10.
Discuss each of the three pricing strategies in the text and calculate the price of a small arrangement or corsage using each of the strategies.  Compare the retail price of the item by the three strategies.        

The three main pricing strategies are:

A.
Standard ratio markup pricing (markup 3:1 or 4:1)

B.
Retail cost of goods plus labor (30% for labor)

C.
Divisional percentage pricing

· Operating expense, 35%

· Labor, 20%

· Cost of goods, 30%

· Net profit, 15%

11.
Give the students a sample a sample invoice from a wholesale florist with the items needed to construct a small arrangement.  See attached worksheet.
12.
Discuss what leader pricing@ is and the benefits of this strategy.
Define Leadership pricing:  a strategy used to lure customers, certain items may be offered at prices well below their normal price.  When customers visit the shop to purchase the leader item, they may purchase other items as well and may even become a repeat customer.

Summary

Review the following points:
Why is pricing important in the retail florist industry?

What are the three pricing strategies?

How do you calculate the unit cost of goods and fresh flowers that are purchased from a wholesale florist?

What is leader pricing?

Evaluation
Give students examples of floral items and have them calculate the retail price of the item using one or more of the pricing strategies discussed in class.

Figure a price sheet on there own for grade.

Have them figure an itemized bill for a grade.

Have them bring in an examples of leader pricing.

19.2.1
FLORAL ARRANGEMENT ITEMIZED BILL
Flowers/Foliage
______________

______________

______________

______________

______________

______________

______________

______________



Quantity Used
________________________________________________________________________________________________



Unit Cost
________________________________________________________________________________________________



Total
________________________________________________________________________________________________

Container
______________



____________



____________



____________

Hydrofoam
______________



____________



____________



____________

Other Materials
______________

______________

______________

____________________________



____________________________________________________________



____________________________________________________________



____________________________________________________________

Total Wholesale Cost

____________

Mark-up



X 3

Retail Arrangement Price
____________

19.2.2
Name:_______________________


Class Period:____________

Date:________________

Floral Design Pricing Worksheet
Figure the wholesale price per unit and the wholesale price per unit.

	item:
	retail price:
	retail price/unit:
	wholesale price/unit:

	oasis

48 bricks/case
	$32/case
	_____/1/3 block
	_________________

	containers
	$15/dozen
	______/each
	_________________

	carnations

(1 bu.=25 flowers)
	$11.25/bunch
	______/each
	_________________

	Liatris

(1 bu.=10 stems)
	$5.00/bunch
	______/each
	_________________

	leatherleaf

(1 bu.=25 stems)
	$1.80/bu.
	______/stem

______/bunch
	_________________

_________________

	ribbon

(1 roll=100 yds.)

(1 bow=3 yds.)
	$4.95/roll
	______/bow
	_________________

	roses
	$40.00/bunch
	______/ea.
	_________________

	floral tape

(12 rolls/box)

(30 yds/roll)

(1 yd/corsage)
	$8.95/box
	______/roll

______/yd.
	_________________

_________________

	bouquet holder
	$1.50/ea.
	______/ea.
	_________________


	How much would you sell a bouquet that contains:

bouquet holder, 2 bunch leatherleaf, 5 roses, 4 

carnations and a bow.
	_________________


19.2.2
Name:______KEY______________# correct/23=grade   Class Period:__________

Date:________________

Floral Design Pricing Worksheet
Figure the wholesale price per unit and the wholesale price per unit.

	item:
	retail price:
	retail price/unit:
	wholesale price/unit:

	oasis

48 bricks/case
	$32/case
	.22/ 1/3 block
	.66

	containers
	$15/dozen
	1.25/each
	3.75

	carnations

(1 bu.=25 flowers)
	$11.25/bunch
	.45/each
	1.35

	Liatris

(1 bu.=10 stems)
	$5.00/bunch
	.50/each
	1.50

	leatherleaf

(1 bu.=25 stems)
	$1.80/bu.
	.04/stem

1.80/bunch
	.12

5.40

	ribbon

(1 roll=100 yds.)

(1 bow=3 yds.)
	$4.95/roll
	.15/bow
	.45

	roses
	$40.00/bunch
	1.60/ea.
	4.80

	floral tape

(12 rolls/box)

(30 yds/roll)

(1 yd/corsage)
	$8.95/box
	.75/roll

.025/yd.(.03)
	2.25

.08

	bouquet holder
	$1.50/ea.
	1.50/ea.
	4.50


	How much would you sell a bouquet that contains:

bouquet holder, 2 bunch leatherleaf, 5 roses, 4 

carnations and a bow.

12.35 * 3=37.50
	$37.50 (3:1)

$98.80 (8:1)




19.2.2
	item:
	retail price:
	cost of arrangement:
	cost of supplies:

	carnations
	.45/each
	$30.00
	$10.00

	daisies
	.25/each
	(divide by 3 to get wholesale price)
	

	leatherleaf
	1.80/bunch
	
	

	cornflowers
	.50/each
	
	

	container
	1.25
	
	

	oasis
	.25
	
	

	wire
	.05
	
	


Assignment: Create a table centerpiece that will sell for $30.00.

Step:







Running total:
1.  Put soaked oasis in container


1.50

2.  Wire carnation





1.55

3.  Set height with wired carnation

2.00

4.  Set width and depth with 4 carnations
3.80

5.  Use 4 daises for diagonals


4.80

6.  Add 8 daisies





6.80

7.  Add 4 carnations





8.60

8.  Add 3/4 bunch leatherleaf


9.95
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