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Costing in the nursery industry is a powerful tool to identify the potential prof-
itability of your business. But is it possible to cost each and every one of your
product lines down to the last cent? The recording of production activities
by the staff on a specific crop during cultivation up to its sale can specify at
least a large portion of this crop’s cost. But how to grasp the more difficult-to-
determine expenses of a product, such as the running of an administration of-
fice, plant protection, or water management/irrigation? Different approaches
to this topic are presented as well as the methods used to record production
activities using Microsoft Access at New Plant Nursery, situated in George, in
the Southern Cape, South Africa. The conclusion remains: product line specif-
ic costing involves considerable administrative effort, but is a non-regrettable
exercise for every grower to be aware of where profitability begins and ends.

INTRODUCTION

Why should we know what the costs are for growing the crops we produce? “To
know whether the crops we have chosen to grow are profitable” is probably the first
answer that comes to mind. However, this topic needs to be looked at in more depth.
We growers need to constantly know which of our plants are our so-called “bread
and butter” lines that account for much of our turnover. But even more important,
we need to know which lines are highly profitable, since these crops should receive
most of our attention. Naturally, no costing can be done without considering the
competitor’s prices — if we cannot offer a special service connected to our product,
we have to be extremely good at marketing and branding to sell our product at a
much higher price than our competition. However, the next question arises, namely
whether our fellow growers in return have done any costing for their products? Af-
ter all, the client should not be the only winner in this equation.

There is general consensus between the South African wholesale growers that not
enough effort is being put into the costing of our products — and that this should be
urgently addressed on an association level. This is especially important since most
production work is still done manually, with little automation, and labour costs are
higher than in other African countries. The most common approach is to examine
the competitor’s pricelists and then decide on a price “in line with” the competitor.
In so doing, two risks are taken simultaneously: either the chosen price might be
too low for our own nursery and not result in any profit — or we could possibly offer
the product at a more competitive price due to favorable climatic conditions at our
specific nursery (South Africa’s climate varies considerably from region to region)
or due to a better organized work force. Both these scenarios lead to a loss of profit,
which no grower can afford, especially at this point in the world economy. At the
same time, when setting prices, there is a responsibility towards securing the sus-
tainability of the national ornamental horticultural industry.
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METHOD
There is a list of several items that need to be considered when attempting to cost
accurately. These items shall be described in “semi-professional” language to gain
the understanding of a larger group of readers:
1) Input costs: costs of young plant/seed, growing medium, container,
stake, etc.
2) Initial labour cost to plant and pack at the nursery site.
3) Costs to grow the young plant on to a finished product (includes
fertilizing, pruning, spacing, etc.).
4)  Costs to maintain the product while on the nursery site (includes
direct costs on the products, namely labour to weed, water, control
pests, etc., as well as indirect costs to run the nursery as a whole,
namely expenses for water, electricity, administration, sales, dis-
patch, etc.).
5) The average loss on the batch.

Additionally to these five factors, it is very important when the batch of plants
gets sold, namely whether it gets sold immediately once it is ready, or one, two,
three, or more months later, since every extra month in the nursery translates to
extra maintenance costs listed under Point 4 above. Unfortunately, contract grown
plants account for the minority in comparison to the crops grown “on spec” at most
South African wholesale nurseries, i.e., most nurseries do never really know wheth-
er they will actually manage to sell their products or not.

THE MICROSOFT ACCESS DATABASE

For the further understanding of the method of costing applied to determine the
costs described in Points 2 and 3, a short description of the Microsoft (MS) Access
database developed by New Plant Nursery follows. One of the MS Access data-
base modules has been designed to input daily production tasks of each member
of production staff. Specific and non-specific activities get handwritten into a form
and then entered into the database. Non-specific activities would include weeding,
watering, cleaning — these are activities not directly linked to a selected plant/con-
tainer combination. Information about specific activities describes in detail which
activity (e.g., pruning) was done on which specific plant/container combination (e.g.,
Acacia xanthophloea in 10-L bags). All specific activities in the nursery have rates,
i.e., the amount of work completed by a member of staff will then translate to a
productivity figure for him/her. This information can then be drawn for any period
of time to produce a report on the productivity of a staff member (e.g., for the period
of a day, Fig. 1) as well as to produce a report for a specific plant/container combina-
tion listing all the specified activities done on that plant/container combination for
any period of time (e.g., for the period of a day, Fig. 2). The latter report can then
be used to calculate costs listed under Points 2 and 3 above, namely by totaling the
time spent on these activities on a specific product and multiplying it by an average
wage figure for the staff working with this crop within a team.

THE MANAGEMENT ACCOUNTS

In addition, another module was designed in the MS Access database to record stock
levels and the grading of stock present in the nursery. These stock takes get carried
out monthly and the figures are subsequently entered into the database. This not
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‘ACTIVITY DETAILS FOR: Nothini |

ACTMITY PLANT CONT. anr RATE _ PROD HRS STD HRS
[Thu, 28 Apr 2010 Trees |
TYPE 2 - Pict-base, productive

Plant 03cm Apodytes dimidiata Scm 43.00 108 045

Plant 03cm Pterocelastrus tricuspidatus 9cm 43.00 106 041

Plant 03cm Gyrnosporia buxifolia (FMayte 9cm 36.00 1068 034

Plant 03cm Muxia flaribunda Scm 231.00 108 218

TYPE TOTAL 338
TYPE 1- Non Pict-based, productive
Plant 03cm 89.00 106 084
Plant 03cm 247.00 108 233
TYPE TOTAL XY
TYPE 0 - Hour-hased, non-productive
Watering 0.50 1 0s0
Weeding 1.00 1 1.00
Cleaning 1.00 1 1.00
TYPE TOTAL 2.50
POINTS FOR DAY: 44 DAY TOTAL 9.05 8.50

Figure 1. Microsoft Access database report according to staff member.

ACTIVITIES CARRIED OUT ON: Pterocelastrus tricuspidatus
FROM:  Thu, 29 Apr 2010 TO: Thu, 28 Apr 2010
DATE VFORKER NAHE TEAH ACTNITY QATY  HOURS|
9em
Thu, 28 Apr Mathini Trees Plant 0%cm 4300 041

Figure 2. Microsoft Access database report according to plant/container combination.

only generates an updated availability list, but it can also translate into a stock value
figure. The stock value figure is very important not only for the process of preparing
management accounts for the nursery every month, but also to know the quantity of
plants in the nursery to establish a formula to determine the costs listed under Point
4 above. Since the nursery is divided into nine separate sections, these management
accounts get summarized in a table listing the sections as well as the grand total.
From these figures, the costs listed under Point 4 above can be calculated in the fol-
lowing way: Average figures over a period of 4 months are used for:
1) The individual section’s total wage bill minus the costs already at-
tributed to the product through the specified MS Access recordings.
2) Remainder of Nursery’s wage bill (dispatch, growers, overtime,
ete.) split between the sections according to set percentages.
3) Nursery’s expenses (water, electricity, admin, sales reps, fuel, re-
pairs, etc.) split between the sections according to set percentages.
These figures calculated for each Nursery section are then each divided by the aver-
age amount of plants in the section drawn from the monthly stock takes. This then
produces an average maintenance figure for an average sized plant in the section.
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RESULTS AND DISCUSSION

Two examples of products were chosen, namely a cultivar of the Osteospermum
“FlowerPower” range in 15-cm pots (saleable within 4 months from planting) as
well as A. xanthophloeae in 10-L bags (saleable within 24 months from young
plant). As can be seen from Table 1, the figures are relatively different for prod-
ucts with a different grow-on time, like the two products chosen. Also, the need for
specific fungicide drenches of the Osteospermum influences the profitability. But
the most impressive differences arise when comparing the profitability of the two
products when standing longer in the nursery than the respective 4/24 months un-
til ready for sale: The figures decline rapidly for the Osteospermum, but stay above
50% for the Acacia for up to 4 months after the product has become ready for sale.
Although to a degree this lies in the nature of the product and its shelf life (bedding
plants versus tree), it makes it crystal clear how important that realization should
be to any grower.

CONCLUSION

“Why should we know what the costs are for growing the crops we produce? To know
whether the crops we have chosen to grow are profitable.” These first two sentences
of this article should now be reformulated: “What reduces the profitability of a crop
below an acceptable level?” Noted here should be that the profit margin the grower
strives towards is a subjective decision — it certainly is influenced by volume of
plants sold as well as other factors prevalent on your (local) market — and last
but not least your personality. Through the calculations in Table 1 it has become
clear that although the grower can influence the costs of a certain chosen product
to a degree by saving on the input costs (e.g., choosing a cheaper container) and
the grow-on costs (e.g., higher productivity of staff), the most important impact can
be achieved by accurate planning of batches to match market demand as much as
possible or by finding a buyer for your product before it is even ready (e.g., through
contract growing). The latter might be difficult in the South African context, since
the contract growing for chain stores and other big retailers or landscape contrac-
tors is in its infancy. However, the wholesalers have an important role to play in
joining forces to demonstrate to their customers that to grow plants “on spec” only
is reducing their profit largely and is not sustainable in the long run. The situation
is aggravated by the fact that since there are no formal nursery and plant quality
standards in South Africa, plants that are much too old and overgrown may be sold
and accepted by the customers. The grower knows that he/she can cut his product
back two to three times and still has a chance to sell it, not realizing the waste of
resources he has incurred during that time as well as the profit he has lost not using
that space in his nursery more profitably. This situation is especially serious since
most of the growers are reluctant to discard the plants they have grown with so
much effort, not realizing that to maintain the plants past their sell by date in the
nursery is arguably the biggest profit “killer.” In addition, they could be using that
space in the nursery for the next crop already, thereby at least making up a portion
of the loss they have incurred.



47

Nursery Costing: The “Easy” Way

eT‘0Y 00°0 T (‘eq) 100a1p soSeMm ssof sypuow x jue[d 1od o5em aFeIoAy ‘Fg
304 q1'0y STJUOW F J9A0 93I9AR uoryoes ut jueld 1od ypuowr Jod ofem oeIoAy
60'TY 09'c d jonpouxd uo 301I1p Sa3eM "¢
20°STd geeT Y SUOTONPAP I0Jaq urea) Jo adem Aoy oSeroAy
o[Mpowr yvd
ygeLoo ygezo $8900y QN WOy (Sutuado ‘Gurunad ‘uryue[d) jonpoad uo A[3odarp jueds SINOF]
1304 00°0q wo ¢T/L0°09 suoryeotdde jo Ioqunu X 9PIOISUN] JO $350)) ‘g
Xg X0 SOUOUAIP OPIILSUN] JO IOQUITIN
(reuorjaodoad 10)
70°04 9¢‘0 wo ¢ J19d 20"y suonjeorjdde Jo Joquinu X Xewerrd ], ‘Tg
Xg Xg1 SYooMm g 01 9 AToAD suoryeorjdde Joz1[1319] JO JoqUINN
*‘SINV'Id 40 HONVNHLNIVIA 9
0y e'0d 000T/0¥"89Y4 sSe[, gV
0y 0Tty 001/8v4d So¥eIS TV
¢1'0yg G604 ewW/0sTyd X1 "6V
70y 095 Y Torddns wozy snid gv
€80y L0TY Jorddns woy IaUIeIuo)) "Iy
*ONLLNVId LV SLSOD TVILLINI 'V
Surysiuy 0y
syjuow § s1eak g sunjuerd woay AJ9sanu ur awilJ,
wo G1 Tot 9zIs
JTOMOJ TOMO],, na0jydoyjunx
wnwaadsoalsO DIIDIY

.wmﬁUQQm Po3oo[es om] J0J SUOI}BINI[Ed mgﬂmoo ‘T 919e.L



Combined Proceedings International Plant Propagators’ Society, Volume 61, 2011

48

cg- 87 04 UL AT9SINU UT [JUOW BIIXS § 10 ursrewr 15oad uo 109535
0z~ ce 04 UL AI9SINU UT YJUOW BIIXO /, 0] Urdrewr 15oad uo 100535
P1- o 9% UL AJosInu Ul JIUOW BIIXS 9 0] ULSrew Joad uo 1005375
L- Ly 0, UL AIosINU UT YJUOW BIXS G J0] urdrews jgoxd Uo 10955
Ly cc 04 Ut AIosINU UT YIUOW BIPXd §, 10] utdrewr jgoxd Uo 1095
1T $9 04 UL AJoSINU UI YIUOW BIIXS ¢ 0] ULSIew Jjoad uo 10057
fevd ¥ 04 UL AI9SINU UT YJUOW BIIXS g 10 urdrewr 15oad uo 100535
]¢ cg 04 Ul AJosInu Ul Yjuow Bxjxe T J0j urdrews jgoxd Uuo 1095
8¢ 86 SUUOW 33 /  193F€ P[OS JI % UI UISIeUW JJOIJ

F0°8TY FHY A LVA 1oX® umof, ade)) 01 A12A1[ap ‘[oul @orxd jue[q

6S°TYH PST YU SUJUOW / JI0M [€)0} ATosINU a1} UT YIUOW Yoes 10§ 1onpoid Jo S00 *Juret aSeloAy
SV ITd 8%'2¢ U (sso[ ‘[Pur) SLSOO TV.LOL
P0'Td c9'0y SS0[30 530D
%1 %e ojeWSd [09B(Q UO SSO] 95 RIOAY
1701 e8‘Tc q 4% V'IVLOL
0g‘ey VAR queld Jed eourULjUTRW [€}0}-qNS
ze‘ey [SAAR: SYIUOW X AI9SINU JO S9SUIAXd 9FRIDAY ‘9g
‘030 ‘gual ‘euoyd
e8‘0u 260y ‘Ioyem ‘urwpe uonoes ut Jued Jod yjuow Jod e3eieAr A1esinu Jo sesuadxe I0Y1()
09Ty y0‘c SYJUOW X AI9SINU JO 9SBM J02IIPUI 93BIIAY "G
yojedsip
or‘0q 1204 ‘STOALID ‘SI9M0I3 uoroes ut jue[d Jod yjuow Jod aSeIeAR UIRS) 0 JOBITPUT S9SB AN

‘panurpuo)) ‘I d[qe,



