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A simple structure for developing a marketing plan is the SOS/BAM model. This siructum, whan
used properly, will give you an operational tool that is indispensable and functional. It will assint
you! in reaching your markeding objectives.

Shustion Analysie

This is the most important part of your marketing planning and requines carsful thought  You

analyze where you are right now - your situation. You look at market polential, custiomer neads,

your product’s and your operation’s strengths and weaknesses compared 1o your neighbor's and
obssrve operations that are successiul,

You do not need to accomplish this analysis in one sitting. Rt may take a few periods of witing
separaiad by intervals of thinking and information gathering. An simost magicsl process bepins
o take place when you do a situation analysis. New ideas emerge. You will discover crestivity in
yourssif and your amployaes you may never known were there. One tool for accomplishing this
MW%MWMWW“M}W

Note: For additional information on SWOT analyses, see the Export Sirategic Planning
Process Toothox, ALER, August 1999,

Objective

The Objective section is very simple. You put down on paper specific, messurabie objectives you
would lilke fo achieve with your oparation. You may want o incresse the number of cusiomers, or
want people & be more aware of your brand name, or want a greater profit. Good objectives are
measurable and have a compistion date. Do not say, *) want 1o sell more IQF strawbamins.” Say,
*| want {o seit one tonne of IOF strawberries by 31 May." Make your objectives attainsble. They
should make you stretch, but not be impossible 1o achieve,

Submit the Surveys in final form with a Statement of Objactives. The next exercies will be
to develop a strategy based on what you know about your own company, iis products snd
your initial objectives. Discuss the following concepts in detall, relying on source materiel
for definitive descriptions and steps to resolution. (See Figure 1., “The Four P's of the
Marketing Mix, Articis I in this series).
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* Product development - packaging, branding, warmanty and sarvice 10 ment the unique needs
of your target market.

s Pricing decisions - raising your price or asking for a premium prics.

Piace or distribution decisions - deckiing whether 10 continue with your present buyers

+« Promotion - advertising, personal sefing, public relations and publicity, special incentives;
communicating to your custorners that you can satisfy their nesds.

PRODUCT STRATEGY

Quaiity

Your most imporiant marketing strategy is 1o produce the most desireble product you cen. ARl

other marketing factors - brand, advertising, public reistions, distribution channels, salespeople -

are useful only if your product truly satisfies the customers and is of the quality you clsim ¥ is.

xddmmmmﬂawmhwmw 2 “You can't make a sik purse out of 8
‘ -

But remembaer, working twelve-hour days in the factory to produce the highest quality product you
can is not all there is to it. Beyorsd the physical features of your products, which you work 3o herd
at perfocting, lie features that are less visible yet eagerly desired by your customers, and oflen

negiacted by producers.

Adding Value

You must differentiate what you are offering from all other products in the marketplece 0 show
that your product will better satisfy the needs of your target market. This is called “adding vakue”,
and the more value you add o your product, the more prolit you will receive. {Ses Figure 1.,

under “Competitive Advantage, Article ¥” in this series).
Some of the ways of adding value are:

s QGuaranies. This can set your product apart. By purchasing your product, your cusiomers
mmammmmmmm You are seling peace

¢ information and education. Adding this is alweys of high value v your cusiomers.
nforrnation about cooking R, processing R, fransporting R, handling R, storing & or using Rt are
a few options that may apply to your product. All will add value 1o your product.

+ Building a close relationship is one of the oidest and most effective means of adkling velue
fo your product. If two packages of product are the same quality, the same price and can be
deliverad at the same tme and under the same terms, the aeller who has the closest and
most heipful relationship with the buyer will get the usiness.

s If you can keep the product jonger, you add valus. Perhaps you can dry, brine or marinale
it You may produce dried fruits and vegetables; brined sirawberries; marinsled artichoke
hoarts; smoked measts; wreaths; gariic beaids, e,

Perceptions

A product is more than its physical and functionsl chamaclerislics. Your cusiomers are nat simply
purchasing material #ams with characieristics resuiting from combining soll and waler, or genslics
and fead, They are also purchasing a parception of more valus for their money, whether it is
through services, guaranteos Or even an image.

Brand Name

Ancther way 0 differentiale your product is by using a brand name. Many producers, both lage
and small, identify their products with a brand name or Jogo. This identification can be used on &
box, on advertising, on packaging or even on the product itself. Studies show that both domestic
and foreign customers prefer branded produce over unbranded. They think it is of higher quallty.
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PRICING
The old adage that “small businesses are price takers, not price makers® is not always true today.

If you want to receive a higher price for your product, you normally would have only two options:
1) get the government to guarantee a higher price through price supports or subsidies, or 2) sdd
value to your product. The first alternative is difficult and does not always guarsniee success {or

We have already discussed ways to add vaiue 10 your product under product straimgy. Ancther
way to add vaiue to your product is through taking adventade of niche merkets and their
significantly higher prices. Contrasy to sending your product to the local market and seling &
beside local competitors with the same product and same price ("price taking”™), you can identify
other markets where you might have comparative or competilive advaniages and receive a
significantly higher price.

Note: For additional information on adding valus, sse discussion about “differentiation™ In
*Competitive Advantage, Article B in this series).

Note: For more Information on pricing, see “Pricing Techniques, Article IV in this series).

PLACE

Out of financial necessily, the battie cry of the innovative producer today is “Get closs 1o your finel
consumert”

Working hard s not a valid excuss for not getting lnvolved in the markeling process.
Communication and transportation todsy sfiow you 10 bypass mikkiiemsn. You can sell direclly
through co-packers, food ingredisnt buyers, institutional or industrial buyers, privaie lsbel for
supermarkels, or you can barter your product for nesded goods and services. You can meke
cortacts in Groece, East Africe, the Miidie East or Westemn Europe by spending @ few dollars on
a phone call. For & relatively small investment in a fax machine, you can comnumicals globelly
for just & fow pounds. And, of couse, the world s moving rapklly twerd slachonic
communication through o-mall and the inlemet Sending inbroduciory lotiars, price lisls,
specifications, multiple files and even color coples of brochures and other collateral materiel by o-
mail can cost you a few piasters for a local telephone call and Intermet Service Provider (15F)
service charges. The Internet is a poweriul, inexpensive tool and is exiremely cost effective and
sfficient in representing your company. If communications are fast, business is fast. If business

is fast, you make more money!

Bypassing traditional distribution channels is appesiing. Nevertheless, remember that the sword
that decapitates the mididieman is two-edged. An I-planned siralegy could oweriook some vial
functions your middieman performs, and which you may not be abile o duplicate.

PROMOTION

Promotion is what marksting is all about. You want to let customers know that you have the
product with the features and benefits they need. Reaching the largest number of paople in your
target market for your dollar is your goal, and the method of promotion you select should be
govemed by this principle.

is the most visible form of marketing, but promotion aiso inchudes personal contact,
public relations and publicily, direct maill and special promotional incentives.
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The BAM in the model stands for:

Budget - there has to be an economic justification for implementing your plen.
Action-Plan - Calendar of events stating when you are going to start thess activities.

Messurement - a means of evaluating your progress o sea If you are on your way 1o achieving
these objectives. A markeling pion is essential in the competitive market foday. | is not an

task, and & yields some interesting results. Developing a marketing plan is a
catalyst to new and innovative ideas. If you make the effort 0 bagin the process, you'll find
yourself thinking in directions you never before considenad,

SUCCESSFUL MARKETERS

Successful marksters are more concarned with what thelr custormers want than with what they are
producing. They are listeners and questioners.

They am long-range thinkers and ane wiling 10 forego short-lerm profits for Jong-teern growth and
gain. They are curious about their world and ane hungry 1o learn.  Successiul agrimarkelers are
identical in one area: they like people and they enjoy serving them. That is what marketing is all
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Marketing Your Agricultural Product
Marketing Mix
Adicle Il in a series of V

Figure 1. The Four P's of The Marketing Mix
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Marketing Your Agricultural Product
Competitive Advaniage
Article Il in a series of V

What is Compefitive Advantage?
Economic Curve

Price Takers

Prico Makers

Economic: Profit

Differentiation

Competilive advantage grows out of value a im is able 10 creeds for their buyer
that exceads the: firm’s cost of creating it thmmmmbmh and superior
value stems from offering lower prices than competitors for equivalent banefits (cost leadership)
of providing unique benefits that more than offset a higher price (differentiation). Thess ere the
two basic types of compelitive advantage. Both concepls play 2 major role in determining your
product, price and positioning.

Economic Curve

The economic curve in a capitalistic or free market setting ranges from “monopoly 1o manopoly”.
However, at one end of the curve the enierprise, or industry, such as farming, a pebrol siation, a
vegetable stand, efc. monopolizes the padicipating fims. This is aleo called a “perfecty
competitive enterpriss’. At the other end, the fimr monopoiizes the enferprise, such as
telecommunications, before deregulation. The firm that participsies in a monopolistic enferprise,
such as farming, is a price taker, When the farmer selis wheat, the price is slready set, sither by
the government miliing agency or by the cartel (oligopoly) that controls the world price of wheat.
The firm takes the price offorad at the point of sale. At this end of the economic curve, there is no

real “sconomic profit”. The fim that has no competition enjoys a monopoly, and is a price maloer.
Economic profit is assured 10 this fim, (anl‘lour-*l.iolww)
Economic

proft
Economic profit is defined as the real profit that a firm gains beyond what the equity, converied
into capital, could attein In a no-risk investment, or, when invesied slsewhere at the same or
lesser risk than where cummently applied, would axcesd the curent rate of retum. Moreover, when
labor is applied to the definition, the proprietor must be able 10 excesd the wage (saleryprolit
divided by hours worked) he/she could receive applying the same skills and discipiines in any

other setting.

Figure 1. The Economic Curve; The Road fo Profits

Monopolistic = Differentiation = = Oligopoly = = Monopoly

Price Taker = = = = Price Maker
No Econonsic Proflt = = = Real Economic Proiits
Agricultre-Lad Export Businesses (ALES) Loot Prinied 135700
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Differentiation

in between the iwo ends of the economic curve es the opportunity 10 realize an sconomic profit.
in fact, profits increase further siong the scale - from el ko right.  To the firn thet is mived in a
perfectly competitive enterprise, differentiation siides the firm out of the price taker castegory and
can reduce compedtition, increase prices and retum real economic profits.

QWWMM&WW ifferentiation allows the fim 1 command a
mmawmﬁkmaamwx,abmwm:a&x
mm@m#ﬂmy&ap@n&maﬁ%m&maﬂdﬁMﬁMma
firn's differentiation may appeal to a bread group of buyers in an industry or only 10 8 subest of
buyers with a particular need.

Many psople equate differentistion 0 a firn's aggregate product.  Actually, differentiation can be
better understood by viewing the specific activities a firm performs and how they affect the buyer.
This list of activities is sormetimes refemmed 1o as the value chain. Virtuslly any value activity is »
potantial source of uniqueness or differentistion:

¢ Raw products and other inputs can affect the performance of the end product, such as
mﬂWMMmmam.mmmmmwMa

¢ Tachnology development activities can load 0 procict designs that have unique product
mmm“mmamwmmmwmumm

demand pulls price up, or delivery of packaging material at criticsl nead (inbound) add value.
Human Resource management, marketing end sales and service e all areas whoensin &
company can implement differentiating practices and policies that add the parception of valus 1o 8
product or service and, accordingly, & premium price that & customer is willing to buy and pey for.

To be unique and command a price premium, & differentistor delibersiely slevaise coals.

mmmwmmmmmmmmmmwau

industry and/or the customer Is less sophisticated, cost lsadership is perhaps the clesrest stralegy
for competitive advantags. in i, a fam sefs out o become the low cost producer in the industry.

The sources of cost axivantiage ane varied and may inchude;
= Economies of scale

Proprietary tachnology
Preforential access o raw matarinis

Propriefary ieeming (empirical dats)
Timing

Location

Linkages

Cost leadership often requires a firm to forego some differentistion by standardizing N
product, reducing marketing overhead and achieving economies of scale wherever

Pemission Grarded by Anderson Associsies intermationsl for USAID Use  © 1905. All Rights Reserved
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The strategic logic of cost leadership usually requires that a firm be the cost lesder, not one of
several finns vying for this position. Many fems have made serious strategic errors by falling o

this. When thers is more than one sspiring cost leader, rivalry among them s usually
fierce because every point of market share is viewed s crucial. Unless one fiem can gain a cost
lead and “persuade” others to abandon their shrategy, the consequences for profitability can be
disastrous.

When cost leadership is not sustained, either through imitstion by competiiors, technological
changes or other bases for cost leadership erode, the fight for market share is frultiess, and

unprofitable.
Market share per ss is not important competitively; competitive advantage is.
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Marketing Your Agricultural Product
PRICING TECHNIQUES
Article IV in a Series of V

Setling Frices
Pricing to the Market
Cost Approach to Pricing
“Rules of Thumb" Pricing

* % % &

The importance of pricing cannat be underestimated as incommact pricing can ofien resull in the
fallure of & business. New businesses often make the mistake of either charging o little or oo
much for their product or service. So to help you avoid making one of these misiakes, the
following section will outiine soms of the guiding principles of price determination.

Satting Prices

Price is a key part of marketing. Setling prices is called “pricing”. Prices for products and
services can be set by pricing to the market, pricing to your costs, and rule of thumb pricing. New
business people with little axperience may set an initinl price basad on the markst, and then, &
axperience grows, re-set prices according to cosis. These wo sspects of eice - what is
acceptable to the market and what costs are - must both be considerad. In addition, effective
pricing depends on the business goals of your company. Do you want 10 maximize profils or
are you aiming for high growth in sales? The choices that 8 business ulimately makes about
its markets and sales make a big difference in pricing.

Pricing To The Market

Compaere prices with your competitors for similar products and services. Set the price range that
customers will expect. You can use that market price ronge - what is acceptable 1o the market -
as a guide {0 set your prices. Businesses or pacple to whom you sell may aleo price o the
market by teifing you what they will pay for your product or service. As you kaep records of actuel
costs, the cost approach to pricing will help you make sure all your costs are covered, which mey
not be frue in & market approach 10 pricing.

Note: Be careful about underpricing in order 10 compeie or maks sales. Use competiior's prices
to establish tha price range for similar products or services but do not underprice. if your true

costs are higher, your fiesal prices wilt have to be higher.

Cost Approach To Pricing
Price must cower ol costs of goods/services soid, inchuding produciion costs of supplies,
materials, fored overhead. and timefabor, plus 8 profit. Costs should include costs of production,
fabor and non-labor, including overhead or fixad costs as well s supplies and malerials.

Use this simpie formula in selfing u price (per unit);
Total Costs of Production Per Unit + Desired Dollar Profit Par Unit = Selling Price Per Unit

Businesses can set differant profit rates, for ewample 15% profit on supplies and malerials, 20%
profit on labortirme, and 25% profit on overhesd. These more complicated approaches 10 pricing
usually ererge in response 1o the special neads of a particuler business.

If your research reveals that similar products or services are availeble on the market at a price
much kower than what you could offer, you may have to either aditst your profit margin, the retum
mmmm@m)amnmmwmw

Differentistion) thut the market will pay the sxtra. ANematively, you may be forced
mwmmmnmmm«mmmmmwm
else o produce or sell. mmmmMMkmaamwgamm

enjoys a “Competitive
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Nots: Remember to cost materials at the level it costs to replace them - NOT st origingl prices;
inciude salories as a business expense; include interest in your business cost calculetions -
interest that could have been accrued had the money used in the company been invesind
eisewhere (i.e. a bank); make allowances for future refunds, servicing, bad debis, amortization of
capital costs of equipment or machinery.

A final word about the cost approach 10 pricing: if you ars t0 bs competitive and meks an
WMMMWMEMM organization must be
mmmmmmdmww your human

Nothing increases the unit cost of a product more than inefficlency and low
mmvay ammhmoﬁmmmttm Even with the
lower wages ani benefits structure in Mexico, it siill cost Chrysler $800 per vehicle more than
produce a similar vehicle in Defroit.

in the area of human resources, if everybody knows the rules (a policy and procedures manual)
and they al work together as a team (delegation, responsibility, accountability) and they know the
objectives of the company, then you have a team working a plan and “kicking the ball towards the
same goal post”. Any other scenario results in an intramural exercies - the same eem fighting
over the bali and kicking it towarnds opposite goal poats. Make your investment in your people first
and your operations next. Everyone can build a physical piant just ke the next person.  Your
people can make the difference in how that squipment runs and ¥ the company makes a profit or

not, or a larger profit

*“Rules of Thumb” In Setting Prices
Some types of businesses charge prices according 1o certain “rules of thumb®. For sampls:
« Price Is always twice labor pius materials, or iwice malariais plus labor depsnding on which is

higher;
e Price is always materials and iabor pius 20% for foced costs, plus 25% for profits.

Calculating actual costs is the only proven way 1 maks sure your prices cOver your costs.
Laborftime charges are to be covered partly in the costs of production and pertly as 2 saiwy in the
fixadfoperating or overhead costs. In summary, key points i consider in setting prices are:

«  Marketing strategy and immediale goals

« Competitors’ prices, and the market

s Market derand for the product and consumer buying trends

+ Need to cover costs and provide an adoquate profit

For further information on costing and pricing, see “The Financlal Planning Tool Box -
and Policy” by Anderson Associates international, Bakersfield, CA USA.
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