Course:
01.051
Cooperative Agribusiness Sales and Marketing

Unit 3:
Agribusiness Sales and Merchandising  
Lesson 2:
Price of Merchandise

QCC:
65, 70, 71, 73, 77, 78, 79
Objectives: 

1.
Research the factors involved in determining the selling price of agricultural merchandise.

2.
Calculate the selling price of various types of agricultural merchandise.
Teaching Time:

2 Hours
References:

Group Instruction Handbook - Agricultural Cooperative Training. Instructional Materials Service, Texas A & M University. College Station, TX.
Materials and Equipment:

Teaching Procedure

Introduction and Mental Set

What determines the price that you pay for goods?  If a loaf of bread costs $1.25 at the grocery store, did the cost of the fertilizer to grow the wheat used to make the bread  affect the cost of the bread?  Did labor costs figure in the cost of the bread?  A number of  items determine the cost of a product or service.  This lesson will focus on how to determine the selling price to for an item.

Discussion
1.
Have students read the information sheet on Determining Selling Price, Topic 900-63.
2.
Identify the factors that must be considered when determining selling price:  
A.
Cost of an item B may be wholesale cost + freight or production cost if the seller is also the producer

B.
Overhead costs B the costs involved with operating a business

C.
Profit

3.
Discuss the expenses that make up the overhead costs.  Distinguish between fixed costs and variable costs.

4.
Explain markup.  

A.
Using the formula in the information sheet, have students calculate markup percentage on several items.  

B
Have students determine selling price when a certain markup percentage is needed to make a profit.

· Example #1:  A business purchases items for $12.95 each.  The items are then sold for $15.95 each.  What is the markup percentage on the items?  

$15.95 - 12.95 = $3.00 cash markup.  $3.0012.95 = 23% markup.

· Example #2:  A business purchases items for $7.00 each.  A markup of 25% is desired.  What should the selling price be?

$7.00 + 25% = $8.75 selling price.
Summary
A business person must be able to determine the price to sell an item so that a profit can be made, but at the same time be competitive.  Overhead costs will vary from one business to another.  Markup percentages may vary from one item to another.  The student should work with the person in the business who sets prices to better understand how to determine overhead costs and how to determine selling price for merchandise. 

Evaluation
Written exam from quiz in Group Instruction Handbook

Employer Evaluation
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