Cassava Enterprises

It may cost N14,500 to produce 250 kg of garz,"--:. Total sales: : o i P ; Management Series
L Unit price of the product x total quantity produced L :
w1th a proﬁt of N2 500, therefore, the prlce i ; = N200 X 500 kg
= NlOO 000

: becomes Nl? 000 The prlco should not be more?
i

: than the current market prlce or else the customers Therefore the proﬁt will be Total Sales — Total Cost

: wmmtbuy thepm .. ] ~ 100,000 - N75,000
L = N25,000.

 How to determme proﬁt based on the price?

| . : Flnd out the cost of producmg a unit quant1ty ..
ofthe final preducx; L .

° o Multlply the umt cost by the ‘total quantlty of
final product (total cost) '

et Subtfract this totai cost from your total sales ;
(Total quantity offered for sales mult1phed by
the unit selhng pnce) Thxs is the proﬁt

3 _Example. A cassava enterprlse producod 500 kg

o .of-p_roc_essed odorless fufu flour. The unit cost ;_ i For further information contact:

e R The Integrated Cassava Project, International Institute
of pIOdUCIng 1 kg is 1¥150. If the enterp_n_se-lS : of Tropical Agriculture
willing to offer the product for sale at the current Thadan Office: PMB 5320, Ibadan;
; Onne Office: PMB 008, Nchia, Eleme, Port Harcourt
market price of N200/kg, the expected profit can | | Tel: 02-2412626 ext 2328
, Email: iita-icp@cgiar.org
be calculated as follows: : : Website: www.cassavabiz.org
Total cost:
Unit cost of the product x total quantity produced Research to Nowrish Afric
=N150 % 500 kg
= N75,000
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Objective

guide

r ! Yhis
A practices of costing and pricing in cassava

enterprises.

What is cesting?

: Costmg is the process of determthg the cost of
- goods knowmg what Was spent 111 productmg
.' .the garz in a cassava enterprise. Thrs cost Wlll be:f
2 component of the price of garr fcr sale in the-:"
.market Cost i Wh’atever is spent to .pro_duc‘e a’nd. :
sell the product in the market For example the
' salary pald to workers the amount used m buymgi_.-
fresh cassava tubers, and th‘e amount-_p'a1d to the

market master or for shade where gari is sold, are

regarded as costs.

Why de costing?

1. To arrive at an appropriate price for the product

before selling.

2. To see which items in production (e.g., fresh
cassava tubers, labor, salaries, etc.) are the
most expensive, so that alternatives can be
sought.

3. To see the expenses incurred in producing a
given product from cassava.

defines the principles and

4. To plan for future production levels.

5. To give an idea of the profit that would be

-realized by comparmg it Wlth the market
prlce :

Tvpe ai‘ costs

i Dlrect Costs There are costs that d!rectlyrelate
to the co-st of productron or sale of a prod_u-ct.'
In a a garz enterprrse purchase of ﬁrewood .
. diesel for the grater bags and the cost of the .

: -tlme spent by workers in processmg are chrect'

; cos_ts_. -

9 calculate the direct costs in the .produ_ction': -.

of 1 tonne of gaﬁ; for exampl_'e, the following

items have to be included (this may riOt'.irrclude

2. Fuel/Diesel 50 litres 75.00 3,750.00

Total 52,750.00

all the possrble costs).

1 Indlrect Costs: These are costs for runmng

‘1he 'cassa‘va busine_ss,'e.-g.," sala;rt'es and wages,
-_repalrs and mamtenance transport etc To

.calculate the mdlrect costs for 6 rnonths in a

pro.cess-l_ng C_f:_nte_r, mc’lude the foll.owm-g:

(Administrative labor) 6 months 12,000.00 T2

3. Marketing cost 4.000.00 4,000.00

« Total cost: Add together the direct_and' indirect

costs.

~ Pricing
Price fixing in cassava enterprises would depend

on the following:

« The cost of producing the cassava product

(e.g., buying fresh cassava tubers, paying
wages, efc.,).

* The current market price (i.c., the price offered
by competitors).

« The amount of profit to add after the cost of
production.



