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    T he term marketing continues to best 
encompass some of the most limiting factors 
of successful value-added enterprises, and 
the assistance most often provided by The 
University of Tennessee Center for Profitable 
Agriculture (CPA) is marketing. While many 
other guides and texts related to marketing 
exist, this publication uses the results of a 
previous Federal-State Marketing Improve-
ment Program (FSMIP) project and actual 
one-on-one, value-added enterprise evalu-
ations by the CPA to emphasize marketing 
concepts that specifically apply to value-add-
ed agricultural enterprises.

	In 1999, a FSMIP-funded market devel-
opment project in Tennessee documented 
marketing activities by doing case studies of 
four value-added businesses and conducting 
marketing surveys for three additional value-
added enterprises. The case study interviews 
found that identification of a product’s 
specific target market is critical to appropri-
ate product positioning. The case studies also 
revealed that most of the direct costs for mar-
keting and promotion were incurred in the 
early years of the business and that “word-of-
mouth” advertising is one of the most effec-
tive long-term marketing tools. 

In more specific findings, the market-
ing surveys found that value-added catfish 
operations that target restaurants can increase 
revenues by selling directly to individual res-
taurants, and that a consistent and sometimes 
high-volume supply is often needed. For 
retail farm wineries, billboards are a very ef-
fective form of advertising and a very specific 
period of peak sales can be expected each 
fall. Tennessee gift basket companies appear 
to be a good market channel for value-added 
fruit products, but not-so-good a channel for 
value-added meat products. Most gift basket 
companies obtain information and products 
for their baskets at trade shows and from 
wholesalers.

The results of the 1999 FSMIP project in 
Tennessee set the stage for the general guide 
to marketing that this document represents. 
The 1999 project substantiated the importance 
of proper market research, market analysis 
and market development, the importance of 
various marketing channels, the significance 
of pricing and overall sales, competition, 
niche marketing and packaging. 

In general, this publication first presents 
a handful of marketing issues with specific 
implications to value-added agriculture 
operations. Then, specific marketing concepts 
are presented in a brief “marketing plan” 
format. This guide to marketing is unlike 
other textbooks and publications on the topic 
because it specifically addresses marketing 
for a value-added agricultural enterprise 
perspective.

Sincere appreciation is extended to the 
many contributors who have assisted in the 
development of this document, namely, Anne 
Dalton, Shasta Hubbs and Kent Wolfe for 
their writing, editing and layout; Tina John-
son for photos; Gary Dagnan for publication 
design; Alan Barefield, Wanda Russell and 
George Smith for their participation in the 
peer review and Joe Gaines, Ray Humberd 
and Dan McLemore for their assistance and 
leadership in the project’s administration.

Additional information regarding this 
project may be obtained by contacting the 
Center for Profitable Agriculture at 931-486-2777 
or http://.cpa.utk.edu/default.htm.

Rob Holland
Project Principal Investigator 

and Lead Author
Center for Profitable Agriculture
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  T o many, marketing is synony-
mous with advertising . . . yet others view 
marketing as the act of merely selling raw 
commodities. Marketing may be a combina-
tion of functions involved in transferring 
title and moving goods from producer to 
consumer, including, among others, buying, 
selling, storing, transporting, standardizing, 
financing, bearing risk and supplying market 
information. In essence, marketing can be 
thought of as planning and executing a set 
of objectives related to bringing buyers and 
sellers together so that a sale can take place. 
Indeed, the study of marketing is broad and 
often complex, but can be eased by a clear un-
derstanding of some key components and a 
systematic application to specific enterprises 
and situations.

When it comes to new and value-added 
agricultural enterprises, many people seem 
focused on working out the production and 
technical aspects of the business with little 
regard to marketing. However, guaranteed 
market success is virtually non-existent in 
value-added agriculture and is a thing of the 
past in most agriculture arenas. Thorough 
market research and development should 
rank as high in importance as production. 
The adage “success in agriculture is 10 per-
cent production and 90 percent marketing” 
seems to have more widespread accuracy 
today than ever before, especially in value-
added enterprises.

The age-old ‘chicken or the egg’ scenario 
seems ever-present in the arena of evaluat-
ing new agricultural enterprises . . . “do you 
first need to know if you can produce it or if 
you can sell it?”  The fact is that you not only 
have to be able to produce and sell, but you 
have to produce at a cost low enough and sell 
at prices high enough to generate a profit. 

To think of marketing as simply mov-
ing products from the farm to the consumer/ 

retail channel is not sufficient for successful 
value-added enterprises. Marketing in the 
value-added agriculture arena must include a 
study and understanding of market channels, 
buyer preferences, buyer demographics, sea-
sonality, positioning, advertising, packaging, 
promotion, distribution and so on. Marketing 
cannot begin after harvest or production. In 
today’s competitive and consumer-driven 
environment, marketing must begin before 
production and must continue long after an 
actual sale is made. 

Understanding the marketing process is 
essential when striving to operate a success-
ful value-added enterprise, and reviewing 
several marketing resources is often helpful. 
Many marketing resources are available. The 
publications listed below have been devel-
oped by the CPA and are available at county 
Agricultural Extension offices, the CPA 
Website and directly from the CPA by phone 
or e-mail. 
• Considerations for a Value-Added Business
• Considering an Agritainment Enterprise in 
	 Tennessee?
• Results of Marketing Surveys for Case Study 

Businesses
• Using Case Studies to Enhance Success
• Documenting Successes of Value-Added Agri-

culture Enterprises: A Series of Case Studies

       A Lesson in Marketing 1
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the definition implies. The broker’s job is to 
please both the producer/manufacturer and 
the buyer. Broker services are often compen-
sated by a commission fee. Generally, the 
broker does not receive any money unless a 
sale is completed.

Distributor:
Another market channel used to sell val-

ue-added products is a distributor. The main 
function of a distributor is to warehouse, 
take orders, invoice and deliver products. 
Distributors are not normally responsible 
for selling products. A typical distributor is 
involved with various product lines and usu-
ally covers a multi-state region. Distributors 
are not necessarily interested in carrying new 
products if they do not have a good track 
record of proven sales. When approaching 
a distributor, it is helpful to have historical 
sales data for the product(s). Distributors 
charge for their services, and this charge can 
be a flat fee or a percentage of sales. Many 
large retail channels encourage their vendors 
to use distributors to reduce the problems of 

a relatively large number of 
delivery trucks and invoices.

Wholesaler:
Wholesalers sell to retail-

ers, other wholesalers and 
industrial users, but normally 
do not sell directly to the end 
user/consumer. Wholesal-
ers are often segmented into 
agent wholesalers and mer-
chant wholesalers.

Agent Wholesalers act 
as sales representatives on 
behalf of their clients. They 
work on behalf of individual 
producers to identify alter-

Marketing Considerations 
for Value-added Agriculture

  D etermining the most effective and 
efficient channels to provide products to the 
consumer is important – sometimes even criti-
cal. Several channels and hybrids of market-
ing channels should be considered. Of course, 
as in other stages of marketing, there is rarely 
a single best choice, and oftentimes a success-
ful business will use various combinations of 
marketing channels. A brief description of the 
most common marketing channels is present-
ed below.

Broker:
A broker is normally described as an 

independent sales force who performs the 
essential functions required to facilitate sales 
between the buyer and seller. Brokers nor-
mally provide their services to a number of 
different producers. Brokers can use their 
own discretion as to where they market 
products. The producer must make sure that 
the broker understands the product’s posi-
tion and markets it accordingly. The broker’s 
responsibilities may be more complex than 

One of the main functions of a distributor is to warehouse products.

2
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native buyers and new sales locations and 
finalize orders with retail outlets. Most agent 
wholesalers represent specialized products 
and provide their service for a fee or  
commission.

	Merchant Wholesalers use their knowl-
edge of the product and industry to buy and 
sell products for their own gain. These agents 
will purchase a product from a producer or 
supplier and resell it for profit. Unlike the 
agent wholesaler, merchant wholesalers do 
not act on behalf of a producer client. As with 
the broker, it is important that wholesalers 
are aware of the producer’s market  

Retailers sell directly to the consumer.

positioning strategy. If a prod-
uct is marketed as a high-end 
product, wholesalers should not 
market it to discount channels 
or set prices that do not reflect a 
high-end product. 

Retailer:
A retailer sells to the end 

user. The sale is made directly 
to the consumer and is usually 
in small quantities. The retailer 
does not purchase for personal 
consumption, but buys to resell. 
Most retailers buy products from 
distributors or through whole-
salers. However, when properly 
arranged and carried out, sales 
directly from the producer to the 
retailer can be achieved.

Consignment:
Perhaps the most obvious 

difference in consignment and 
other ways of selling a product 
is when the producer gets paid. 
In consignment arrangements, a 
product is normally offered for 
sale at no cost or obligation until 
a sale is made. Usually the prod-
uct is consigned to a retail store. 
The sale could take place quickly, 

or it could take months or years. The produc-
er bears all the risk and cost, and the store has 
none. In this case, the retail channel does not 
pay for the product until it is sold to a con-
sumer. For processing/production businesses 
trying to sustain themselves, consignment 
can be very risky because of the uncertain 
cash flow. In fact, the lack of cash up front can 
spell failure for a small business.1  However, 
consignments may provide a new producer 
with a way to test retail markets without a 
proven sales record.
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Direct-to-Consumer: 
A consumer is one who consumes/ac-

quires goods or services for personal use or 
ownership rather than for resale. A consum-
er’s behavior is influenced by many factors, 
including taste, preferences, culture, class, 
family, role, status, age, occupation, lifestyle, 
beliefs, attitudes, learning and income.  
Because of these influencing factors, consum-
ers with like characteristics often frequent  
the same type of markets. Descriptions of 
typical consumers of three markets are  
discussed below.

Farmers’ Markets:
	Consumers at direct markets, such as 

farm markets and farmers’ markets, typically 
do not frequent these outlets merely to pur-
chase a product. Most consumers go to these 
markets looking for an experience. Usually 
they are seeking fresh produce along with a 
direct link to where their food is produced. 
The direct market consumers are generally 
white females with above-average income, 
age and education.2  

Internet:
The profile of the typical online consumer 

is more closely resembling the typical US 
resident. Online shopping is growing rapidly, 

and spending in this market is increasing. One 
of the largest groups using this market is the 
older, more experienced population, includ-
ing empty-nesters and retirees. About half of 
online shoppers are women, approximately 40 
years old. The majority of shoppers are mar-
ried, and 41 percent are college-educated.3 

	

Catalog:
	Catalog consumers tend to be charac-

terized as demanding people. They want to 
know all about the product before purchas-
ing: cost, origin and other specifications. They 
are members of the baby-boomer generation, 
male and female, mostly married, somewhat 
affluent and college-educated. Not only are 
they demanding, they want instant gratifica-
tion. These consumers have high expecta-
tions, and their expectations generally in-
crease with age and experience.4 

Value-added agriculture entrepreneurs 
should evaluate several alternatives to help 
determine which marketing channels to focus 
or target. Strengths and weaknesses of vari-
ous channels should be considered. Nor-
mally, the most important factors include the 
cost of participating in a certain channel, the 
potential net revenue to be generated from 
sales, the retail price and the physical distri-
bution environment.

Farmers’ markets provide 
consumers the experience of 
not only purchasing fresh 
produce from the producer but 
also the opportunity to learn 
how it was produced.
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  Gone are the days of selling only 
what is produced on the farm. Now, special 
efforts have to be made to determine the 
consumers’ wants and then develop a prod-
uct (and package) that satisfies those wants. 
Many consumers in today’s marketplace 
have “special” needs and wants. That is, they 
prefer a product that is “specialized” in some 
way or they are a “specialized” group with a 
well-defined demand. This situation may be 
best referred to as a niche market. A niche mar-
ket, however, should not be confused with 
an alternative market. An alternative market 
may best be thought of as a market oppor-
tunity that has not been utilized, tapped or 
fully exploited. Often used interchangeably, 
the activities, details and challenges of niche 
and alternative markets may actu-
ally be quite different. 

Niche marketing is still 
somewhat of a buzz-word in the 
agricultural arena and does not 
have a  complete and consistent 
definition. The word “niche” is 
derived from the French word 
that means “to nest.”5   Niche mar-
keting refers to targeting a prod-
uct or service to a limited segment 
of the mainstream market. In 
agriculture, a “niche” may be best 
described as a normal product in 
a specialized market or a special-
ized product in a normal market. 
For instance, a 50-pound bale of 
hay may generally be worth $3 to 
most livestock producers . . . or 
worth $5 if featured to a market-

ing niche of thoroughbred race-horse owners. 
Similarly, bulk honey may be processed for a 
certain niche as a gelatized gourmet delicacy, 
“Honey Jelly.”  In addition, niche markets for 
specialty corn products, such as high-lysine 
and high-oil corn, are developing.  Produc-
tion and marketing niches do exist, and they 
should be determined and pursued; however, 
for marketing niches to be a widespread 
solution for an entire agricultural industry 
or even an agricultural enterprise, there will 
have to be many niches that either currently 
exist or are developed. For example, if too 
many farmers decide to market hay to thor-
oughbred horse owners or gourmet “Honey 
Jelly” to affluent retirees, the over-produc-
tion of these products would tend to convert 

Niche Marketing and
Alternative Marketing

“Honey Jelly” targets a niche in the 
specialty food market for consumers 
who “don’t like their honey runny.”

3
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  In January 2001, ABC radio news 
reported that “according to officials from 
the Washington Zoo, a 20 percent increase in 
attendance can be expected from the inclu-
sion of panda bear exhibits.”  This is valu-
able marketing information and is obviously 
the result of a very detailed market research 
and analysis project. Such detailed informa-
tion should be the goal of all market studies. 
But determining and using such information 
requires an understanding of various steps of 
the marketing evaluation process.

 Market research, market analysis and 
market development are concepts, stages and 
tools that are very important to the success of 
value-added enterprises. Unfortunately, they 
are often used interchangeably and rarely 
completely understood and applied. In years 
past, market research may have been accom-
plished by getting the phone number of two 
different buyers, while market analysis may 
have involved comparing the prices offered 
by each of the buyers, then market develop-
ment would be finding a third buyer. While 

these niche markets into commodity mar-
kets. Likewise, the over-production of high-
lysine corn would result in a market for that 
product which closely resembles the market 
for No. 2 yellow corn. Marketing niches 
provide success only to the extent that they 
remain a niche.6  

While a niche market is more demand 
driven with a more narrow market potential, 
few substitutes and less sensitivity to price, a 
market niche is more supply driven with prod-
ucts that have broader demand and greater 
price sensitivity.7 

Research, Market Analysis
and Market Development

Alternative marketing may be best 
described as new or different methods of 
marketing than previously used by the firm. 
Therefore, an alternative marketing method 
for one entrepreneur may be a traditional 
marketing method for someone else. Histori-
cally, however, only a few marketing methods 
(such as selling grain to the country elevator, 
feeder calves at the stockyard and fresh pro-
duce to a broker) have been used by a major-
ity of farmers. This means that several other 
marketing methods (such as roasted soynuts 
to grocery stores, retail meat stores on the 
farm and bagged salads to national distribu-
tors) are possible alternatives for many.

this general description continues to have 
limited application today, it oversimplifies 
the activities required for long-term market 
success with value-added products. 

Before beginning to produce a product or 
start a new business, time and effort should 
be invested in market research. This involves 
a study, review and analysis of the overall 
market environment for a product. Market 
research is the collection and evaluation of 
data pertaining to consumers’ usage, interest, 
preference and awareness of products and 
services. The first step in market research is 
to investigate and assemble existing informa-
tion pertaining to a particular market.  Hope-
fully, examining existing information will 
reveal existing secondary data, data that was 
originally collected, analyzed and published 
for another purpose but is relevant to the 
market being evaluated. Secondary data can 
be useful in providing insight into a market 
but not always sufficient for thorough market 
research. Market research for a value-added 
agriculture product often should also include 

4
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collecting or gathering primary data, infor-
mation that is gathered specifically for an 
identified product or market. Primary data 
may be obtained from a survey, focus group 
or interview process where questions are 
developed for a specific product. An example 
of primary data might be actual supermarket 
sales and quantity information for a similar 
product. Primary data usually has a higher 
cost, but is often more relevant, specific and 
accurate than secondary data.

While gathering market research data 
is necessary, the act of obtaining the data is 
not sufficient. This data must be studied and 
analyzed. Market analysis includes the inter-
pretation and application of all the marketing 
information that is obtained. Market analysis 
can be as simple as analyzing the data ob-
tained from the market research or may in-
clude a study of historical sales information, 
competitor analysis and marketing strategies 
within the business. That is, an existing firm 
considering a new product line may con-
duct a market analysis that looks at the sales 
trends, consumer demographics and promo-
tion strategies for their other products. The 
market analysis stage may best be described 

as an in-depth study and application of mar-
keting data and variables that are relevant to 
the product or project being evaluated. A suc-
cessful market analysis will greatly enhance 
a product’s success by reducing marketing 
mistakes that are associated with “not know-
ing” what the market demands. 

If obtaining and analyzing market data 
are considered 90 percent of the marketing ef-
fort, then market development is the remain-
ing 10 percent without which the first 90 per-
cent is worthless. Obtaining and analyzing 
marketing data can streamline and improve 
the path toward sales, but it can not replace 
the work and effort of marketing and promot-
ing the product. Once the necessary data has 
been obtained (market research) and evalu-
ated (market analysis), the market must be 
developed by packaging, distributing, pric-
ing, advertising, promoting and persuading 
consumers to purchase the product. Market 
development often emphasizes the “sales” 
segment of the business – getting people to 
buy more, getting more people to buy and 
making the product more widely available.

Gathering data is 
necessary, but data 
must be analyzed 
in order to make 
effective marketing 
decisions and 
develop marketing 
plans.
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 E ven after top-notch market research, 
analysis and development activities have 
been completed, setting prices and projecting 
sales are still daunting tasks of marketing a 
value-added product. These are exceptionally 
tough tasks to achieve for new value-added 
products with no history and new businesses, 
oftentimes with a limited line of products. 
Regardless of the difficulty, the process of 
determining an effective pricing plan and 
actually developing a projection of sales will 
pay off. The experience itself will be an eye-
opener, not to mention the fact that the sales 
projections (price and sales estimates) are 
critical to a financial analysis and economic 
feasibility study.

Pricing: 
Profit is a must if a business is to suc-

ceed. Therefore, developing a pricing strategy 
to insure a profit is critical – but not easy. 
A price must be high enough to cover costs 
and generate a profit, yet 
low enough to attract 
consumers. This may 
sound simple, but as 
the old saying goes, 
“it ain’t easy to hit a 
moving target.” Try-
ing to strike a balance 
between costs, profit, 
sales volume and price 
can be down-right nerve-
racking. For a planned or 
fledgling business, most 
of these variables will have 
to be estimated or assumed. 
Experienced businesses have a 
track record with setting prices 
and can rely on historical sales 
data, which should provide them 
with ballpark price ranges.          

Oftentimes, developing a pricing strategy 
will require several “if this happens, then 
this will happen” scenarios. That is, if it costs 
$2.00 per unit to make the product and 4,000 
units are sold at $2.50 each, profit will be 
$2,000. Such “if then” scenarios are referred 
to as sensitivity analysis and can be evalu-
ated by developing a table with various “if 
then” scenarios as rows and columns. The 
sensitivity analysis shows the sensitivity of 
changes in price, cost, profit and sales vari-
ables. Information presented in the following 
table provides an example of a sensitivity 
analysis. The table shows various prices that 
need to be charged if an enterprise wants to 
break even at various sales volumes and vari-
able cost scenarios. For example, if the busi-
ness has $120,000 of fixed costs, the variable 
cost per unit is $3 and 40,000 units are sold, 
each unit must be sold for $6  to break even 
(see outlined box in the following example). 
As variable costs or the expected number 
of units sold changes, the sensitivity analy-
sis provides a quick evaluation of the price 
needed to break even.

Costs need to be thoroughly under-
stood and used in determining the 

price of a product. Without a 
thorough review of the costs, 
products could be placed on 
the market at a price lower 
than the cost to make them. 
This may sound impossible, 
but some value-added agri-
cultural products have actu-
ally been priced lower than 
their cost of production. A 
successful pricing strategy 
for value-added agriculture 

enterprises will be heavily 
influenced by an accurate pro-

jection of the associated costs. It 
is not easy to project all the costs 

Price Projection 
and Sales Estimates5
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that will be incurred in a value-added enter-
prise –  labor, advertisements, signs, packag-
ing, construction, brochures, equipment and 
the list goes on. 

The complexity of evaluating costs may 
be eased by grouping types of costs to-
gether. It is often best to list all the expenses 
expected to be incurred prior to opening the 
business as “start-up costs.” The start-up 
cost section should include expenditures for 
renovations, construction, regulatory and 
business establishment fees, initial market-
ing efforts, start-up labor and other costs 
during the start-up phase. 

Expenses that will be incurred during the 
year, regardless of the level of sales, should 
be listed as “fixed costs.” Fixed costs are 
overhead-type expenses such as electricity, 
marketing and promotions, liability insur-
ance, taxes, business licenses, operating labor, 
maintenance and management. Interest pay-
ments made toward the start-up costs should 
also be included in the fixed costs. 

The remaining cost category will include 
the expenses required for each individual 
unit of production. The unit of production 
may be a jar for a jelly product, a bag for a 
fertilizer product or a bottle for a wine prod-
uct. These costs evaluated on a per-unit basis 
are referred to as “variable costs,” because 
they will vary or change as the level of pro-
duction changes. 

After an accurate assessment of the fixed 
costs (including interest and depreciation on 
the start-up costs) and the variable costs per 

unit has been made, a quick calculation of 
the price needed to break even can be made. 
Break-even sales price is calculated as:

Variable Cost 
+ fixed cost 

   estimated number of units sold

	This calculation of the break-even price 
determines the price per unit that will gener-
ate the same amount of revenue as there are 
costs. Once again, this may be oversimpli-
fied because, in this case, an estimate of the 
total units of sales is needed. An example of 
break-even calculation is provided later in 
this section.

Two concepts used in price determi-
nation are percentage mark-up and gross 
margin percentage. Mark-up is the percent-
age by which total cost is increased, and the 
gross margin percentage is the percent of the 
selling price that is profit. These concepts are 
used by the wholesalers, distributors, brokers 
and retail channels to describe how they ad-
just the prices of products they handle or sell. 
These two terms are often used interchange-
ably, even though they refer to two different 
methods of calculating a product’s price. The 
producer needs to understand the language 
used by those with whom they will be  
dealing.

As a value-added product moves 
through the marketing channel, additional 
costs are incurred. Every organization that 

nevEkaerBotdedeeNecirPtinU-reP
stsoCelbairaVdnaselaSfosleveLsuoiraVno

)stsoCdexiFni000,021$demussA(
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00.2$ 00.3$ 00.4$ 00.5$

000,02 00.8$ 00.9$ 00.01$ 00.11$

000,04 00.5$ 00.6$ 00.7$ 00.8$

000,06 00.4$ 00.5$ 00.6$ 00.7$

..
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handles a product charges a fee for their 
efforts. According to general rule-of-thumb 
mark-up percentages established by the CPA, 
if a product is marketed through a distribu-
tor, the distributor will typically mark-up a 
product’s price by 25 percent.8 Therefore, a 
product being sold to the distributor for $1.00 
will sell for $1.25 after the distributor’s fee. 
The retail channel may mark-up the product 
an additional 30 percent, raising the price to 
$1.63 per unit. As a result, the value-added 
product’s selling price is $1.63 per unit. The 
question that must continue to be addressed 
is if the product remains price-competitive.

Not to be forgotten when determining 
the price is the importance of building in a 
profit component. The purpose of go-
ing into business is not to break even 
but to eventually generate a profit. A 
rule-of-thumb is to generate a profit of 
25-30 percent per unit.

Sales:	
Estimating sales is a difficult task 

and is seldom addressed by start-up 
enterprises. Unfortunately, not evaluat-
ing and quantifying sales can lead to 
a costly mistake. How does one know 
the amount to produce unless an es-
timate of sales is made? If production 
and sales are not in balance, neither 
are costs and income. Several factors 
impact total sales and therefore should 
be considered in sales estimates.

The number and type of market-
ing channels where products will be 
sold are probably the most obvious 
factors to consider. 

•	 Will grocery stores, malls, farmers’ 
markets, mail order or a combina-
tion of these be used?  

•	 How many activities in each  
channel can be used? 

•	 What is the estimate for total 
units of the product (including all 
brands) that might be sold at each  
channel? 
  

•	 How many competing brands will be 
marketed through each of the target 
channels and how will a new product 
impact the market? 

National trends should be studied and
applied regionally.

•	 Is the demand for the product increasing 
or decreasing?  

•	 What is the per-capita consumption?  
•	 Is the product a seasonal item?  
•	 How will the product be promoted, 

advertised and packaged and what will 
be the affect of each of these activities 
on sales?  

More sales per customer may result from multi-unit 
packages priced at a discount than sales from  
individually priced items.
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Example: How to Determine Break-Even Price and Sales for Raspberry Jam

Janet’s Jam Galleria would like to begin producing raspberry jam. However, before 
production begins, Janet would like to know the lowest price she can charge per jar and still 
cover the costs associated with production. She would also like to know the level of gross 
sales that must be generated to cover the production costs.

To determine these, Janet must know, estimate or assume three pieces of information:
•	  Variable cost per jar
•	  Annual fixed costs (including a payment toward start-up costs)
•	  Estimated number of jars sold

Janet knows that the variable cost per jar of jam is $2.00, and she estimates that fixed 
costs are $120,000 per year with sales of 40,000 jars.

Break-Even Sales Price & Gross Sales

Break-Even Sales Price = 
		 Variable Cost per Jar + ( Fixed Costs/Estimated # of Jars Sold)
Break-Even Sales Price = $2.00 + ($120,000 / 40,000)
Break-Even Sales Price = $2.00 + $3.00
Break-Even Sales Price = $5.00

Break-Even Gross Sales = (Estimated Number of Jars Sold)x(Break-Even Price)
Break-Even Gross Sales = (40,000)x($5.00)
Break-Even Gross Sales = $200,000

After determining the break-even sales price, Janet decides that her customers would 
not pay $5.00 per jar. She estimates that they would only be willing to pay $3.50 per jar. 
Now, she needs to know how many jars she must sell at this lower price to break even if 
everything else remains the same. 

Number of Jars That Must Be Sold to Break Even at $3.50

Number of Jars = Fixed Costs / (Sales Price - Variable Cost per Jar)
Number of Jars = $120,000 / ($3.50 - $2.00)
Number of Jars = $120,000 / $1.50
Number of Jars = 80,000 jars

By lowering the estimated sale price from $5.00 to $3.50 per jar, Janet must sell twice
as many jars (80,000 rather than 40,000) to break even.
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Inflation – Prices must be adjusted as the 
cost of doing business rises. 

Location – Regional differences can affect 
prices. Prices in urban, suburban and high-in-
come areas may be higher than prices in rural 
and low-income areas.

Market Position – The price of the  
product needs to reflect its upscale status 
if an upscale market is to be targeted. Keep 
pricing consistent with marketing and  
product positioning strategies. 

Odd Number – Odd-number pricing 
refers to setting prices just below even dol-
lars. For example, a price may be set at $9.95 
rather than $10.00, because consumers often 
perceive they are purchasing the item at a 
savings.

Prestige – Some consumers are willing to 
pay more than market price for a product or 
service that is perceived to be of higher qual-
ity or have brand-name prestige. 

Professionalism – Products that are por-
trayed in a professional manner are usually 
worth more in the eyes of the consumer.

Quality – In many cases, the higher the 
quality, the more consumers are willing to 
pay for a product or service. Top-of-the-line 
products and services can command top-of-
the-line prices.

Seasonality – Some products or services 
sell better at certain times of the year (for 
example, holiday items).

Volume – Increased sales volume may 
or may not warrant lower prices. Sometimes 
it is more economically efficient to produce 
multiples of the same product. Any added 
savings gained through efficiency must be 
weighed against the expense of selling  
additional items.

•	 Will the product be advertised continu-
ally, annually or only at start-up?  

•	 Do consumers prefer that the product be 
packaged with a green lid rather than a 
white lid?  
Finally, but equally important, produc-

tion capabilities should also be considered. 
Are sales projections in line with production 
capabilities? These issues and factors affect 
sales and must be considered when deter-
mining that all-important sales estimate. 
Unfortunately, there is no standard formula 
for estimating sales; nonetheless, significant 
effort should be invested in planning and 
evaluating the number of units that will be 
purchased by consumers. Again, a sensitiv-
ity analysis should be constructed to project 
sales given changes in variables such as ad-
vertisement success and competitive reaction 
(changes made by competitors such as  
packaging, lowering prices and offering  
at-home delivery).

 
   Below are additional factors that should be 
considered when price and number of units 
sold are considered. 

Competition – Competing products 
should always be evaluated in terms of price, 
sales, packaging and general product posi-
tioning. A simple way to do this is to estimate 
sales of various competitors and use that as 
a guide to determine the potential market 
share, a product’s portion of the total sales 
for a given product category. Realistically, 
a product will not capture 100 percent of a 
competitor’s market.

Discount/Markdowns – Prices should be 
discounted only when necessary to generate 
business or to increase cash flow. However, 
it is important to note that price discounts/
markdowns can be used effectively to  
introduce new product lines.

Other Considerations 
For Pricing and 
Sales Estimates:
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The Reality of Competition

 Competitors are firms that may be  
offering the same basic product, slightly  
different varieties of the same basic product 
or a different product that serves the same 
purpose as the basic product. Many times new 
and different products are thought to have no 
competition. This is rarely the case. Even if a 
brand new “mouse trap” is invented, exist-
ing mouse traps will still  compete to some 
degree, at least in the short run. Even if a new 
mouse trap is more effective and is less ex-
pensive than its competitors, the new product 
will still have to compete with other potential 
attractions for a consumer’s disposable in-
come. Granted, most references to a product’s 
competition refer to similar or like products. 
But to stop here can provide a false sense of 
security. When evaluating the market for a 

value-added product, it is important to go 
beyond competition from like products and 
consider the relevancy of substitute products 
and how well the product will compete for a 
consumer’s dollar.

Being competitive does not simply mean 
that prosperity can be achieved by simply 
imitating what other people do. Competition 
is the means to serve consumers in a better 
or cheaper way without being restrained by 
privileges granted to those whose vested in-
terests the innovations hurt. Success is more 
likely to be achieved, regardless of the size 
or age of the company, if a product fills the 
unsatisfied needs of the consumer or meets 
the needs at a lower price than offered by a 
competing product.9  

Because products do not have to be iden-
tical to be competitors, they are sometimes 
not recognized, and therefore overlooked. It 
is important that competitors be identified 
and their abilities assessed. Determining why 
consumers buy from a competitor will help 
determine the competitor’s strengths and 
weaknesses. Do consumers buy because of 
service, price, convenience or product repu-
tation? This information will be helpful in 
determining market strategies.10 

6

Competition...yes, the raw pumpkin (above) 
must compete with canned pumpkin for use in 
pies and with the plastic pumpkin for making 
jack-o-lanterns. The products at right not only 
compete with the raw and canned pumpkin but 
with each other. The sweet potatoes and apple pie 
filling compete with the pumpkin to be used as pie 
filling. The ready-to-bake pie could be used and 
a pie filling would not be needed or the ice cream 
could be used for dessert, eliminating any pies. 
Thus, all products are competing for the “dessert 
dollar” and are thus each other’s competition.
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 Some of the best-tasting and high-
est-quality products do not achieve market 
success because consumers are simply not 
enticed to take them off the shelf and try them. 
Taste and quality will only generate a sale if 
consumers are able to taste or test the prod-
uct. Sampling can be a very effective promo-
tion tactic, but can rarely be the only way to 
instigate all sales. Misleading packaging can 
draw attention or pique curiosity, but in the 
long run, packaging alone cannot sustain 
sales. Packaging needs to reflect a product’s 
personality. If the product is a fine wine, it 
should have a label that conveys this message. 
A product’s packaging has to attract consum-
ers’ attention to make the consumer aware of 
the product. In fact “in retail stores, packaging 
should be viewed as the silent salesman.”11   

Granted, continual and repeat sales will 
only be sustained if a product’s taste and/or 
quality measure up to a consumer’s expec-
tations, but the first sale must be achieved 
through effective packaging. To become 
aware of the large variety of packaging fea-
tures, such as color, graphics, container, size 
and creativity, look no further than your local 
grocery store – jams and jellies, cereal and 
specialty sauces tend to take advantage of 
packaging features.

It is not always clear whether the pack-
aging is made for the product or if it is made 
for the consumer. Although the basic func-
tion of packaging is to protect and preserve 
the product, in today’s competitive market, 
it is also used as a tool to sway the consumer. 
How is this accomplished?  Because it is the 
first thing the consumer sees, packaging is 
used to influence the consumer to purchase 
by attracting and arousing interest, provid-
ing a sales pitch, promoting the product it 
contains, and of course, delivering a mes-
sage about the product. It is also used to give 

“life” to the product. It tends to reflect cul-
ture. To be effective, packaging information 
must be readily communicated, which is usu-
ally achieved by easy-to-read text and simple 
graphics that attract consumers’ attention. 
Therefore, packaging must be competitive 
with the competition, as it can be a means of 
boosting sales.12 

Packaging can also provide additional 
marketing opportunities for a product. The 
same product can be packaged in two totally 
different packages and then targeted to two 
totally different consumer groups. For exam-
ple, the same jelly product can be packaged 
for children or as a sophisticated, gourmet 
gift just by changing the label, jar, product 
name and graphics. The product itself is only 
one element of a sale. The perception deliv-
ered to the consumer by the packaging is 
often more valuable than the product.

Perception and Packaging

Packaging a product in different sizes and types 
of containers allows the producer to target 
different audiences—families may purchase in 
large quantity, while individuals may purchase in 
small quantity.

7
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provided great insight that supports the cre-
ation of a marketing plan when he said:  “the 
discipline of writing things down is the first step 
toward achieving them.”

Constructing a marketing plan is similar 
to putting a jigsaw puzzle together. Many in-
dividual components provide specific pieces 
of information, but none of the individual 
pieces provides enough information to see 
the big picture clearly. However, when the 
individual components are combined, the big 
picture hopefully becomes clear and the busi-
ness has a plan for marketing its wares. 

A marketing plan can be broken down 
into the eight different elements outlined be-
low. An explanation of each element follows.

   Marketing value-added products is 
often an entirely new arena for some farmers 
and agri-entrepreneurs. Guaranteed, under-
stood and well-established markets rarely  
exist for value-added products and enterpris-
es. Marketing a product takes planning to be 
successful and developing a comprehensive 
marketing plan is the process that identifies 
the steps necessary to create and implement  
a successful marketing strategy. 

There is no single formula for success 
or “silver bullet” strategy that will guaran-
tee success. Instead, marketing is more like 
an art than a science, in that it is a creative 
process rather than an exact formula that 
should be followed in all situations. Creat-
ing a marketing plan does not guarantee 
success; it only reduces the chance of fail-
ure.13 This statement provides a very good 
beginning point for a discussion on develop-
ing a marketing plan.

A marketing plan can be compared to a 
road map, because it gives direction on how 
to get from a given situation to a destination. 
The marketing plan provides the same guid-
ance as a road map in that it outlines a busi-
ness’s plan for bringing buyers and sellers 
together. Attracting and retaining customers 
is fundamental to the success of a business. 
Customers provide the money that is essen-
tial for a business’s daily operation, payroll, 
debt servicing and profit. 

A comprehensive and properly prepared 
marketing plan can provide valuable infor-
mation pertaining to a value-added product’s 
potential in the marketplace. It is easy to 
brainstorm and hold strategy sessions. These 
meetings can generate brilliant marketing 
strategies as ideas are conceived and com-
municated. However, if these ideas are not 
recorded and implemented, they are useless. 
Lee Iacocca, former chairman of Chrysler, 

Tying it All Together:   
Developing a Marketing Plan 

Elements of a Marketing Plan

	 I.	 Introduction

	 II.	 Market Research and Analysis 
			   Situational Analysis           		
			   Product/Service Analysis
			   Target Market Identification and Description 		
		  Competitor Analysis

	 III. 	Marketing and Financial Objectives and Goals
	

	 IV. 	Marketing Strategies
			   Market Penetration
			   Market Development
			   Diversification
			   Product Development

	 V.	 Marketing Mix/Marketing Tactics
			   Product
			   Price
			   Place
			   Promotion

	 VI. 	Marketing Budget

	 VII. 	Monitoring and Evaluating Market Response

VIII.  	Marketing Plan Check List	

8
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Introduction
The introduction section of the market-

ing plan should include a detailed descrip-
tion of the business and the products or 
services involved. The description should in-
clude how the products or services fit into the 
current business environment and where the 
company would like to be in the future. The 
introduction should be written so that a lay-
person unfamiliar with the business would 
be able to understand the company’s prod-
ucts or services, as well as what is envisioned 
for the future. For example, the introduction 
section should include a straightforward 
statement such as “The business will have 
products in 100 retail stores with average 
sales per channel of 600 units and annual 
gross sales of $200,000.”

Market Research 
and Analysis

A thorough and easy-to-understand 
section that summarizes the results, analy-
sis and implications of the market research 
is an essential component of the marketing 
plan. Broadly, this section should contain 
pertinent information resulting from the 
market research and market analysis. Spe-
cifically, information in this section should 
reveal details on target consumers, com-
petitors, industry trends and other perti-
nent information collected in the market 
research and analysis.

 
Situational Analysis 

The situational analysis can be thought 
of as a comprehensive investigation into the 
business environment in which the company 
will be operating. The situational analysis 
can be separated into the industry overview 
and the regulatory and social implications. 
The industry overview primarily focuses on 
industry trends and should provide a gen-
eral review of the industry. For example, is 
demand for the product category increasing, 
decreasing or stable? An example might be: Is 
the product category moving toward fat-free 

products or have consumer tastes and prefer-
ences shifted to fresh and tasty products? The 
regulatory and social implications of the situ-
ational analysis should focus on government 
regulations and social trends that would di-
rectly or indirectly impact consumer demand 
for and consumer perception of a product. 
There may be social trends with positive or 
negative product sales ramifications. An ex-
ample of social implications and their impact 
on product consumption could be the current 
public sentiment toward tobacco products. 

Product/Service Analysis 
The product/service analysis should pro-

vide details to describe the actual product(s) 
and resources of the business. The strengths 
and weaknesses of the product and its com-
petition should be described. Identification of 
product strengths and weaknesses will help 
determine why individuals should use the 
product over the competition. A line in the 
movie Field of Dreams, “build it and they will 
come,” probably does not apply in the world 
of value-added products. It is essential that 
a new value-added product’s strengths and 
weaknesses be carefully weighed against the 
competition to showcase the new product’s 
strengths and to compete in the marketplace 
against potential substitutes. It is also impor-
tant to gauge consumer interest in purchas-
ing a product containing these attributes and 
characteristics, since it is much easier to sell a 
product that consumers want rather than to 
sell what can be produced.

Target Market Identification 
and Description

The target market identification and 
description should provide details of the 
typical consumer of the product. The concept 
of a target market refers to identifying the 
segment of the population that is most likely 
to represent main users of the product. This 
population segment is normally described by 
a set of demographic characteristics, such as 
parents in their 20s and 30s, with small chil-
dren and annual household incomes between 
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$50,000 and $70,000. The notion of identifying 
a specific target market does not exclude po-
tential consumers outside the target; it simply 
provides a focus on the group of consumers 
who are most likely to purchase a product. 
Because a product can not be everything to 
everyone, marketing efforts should focus on 
addressing the needs of the consumers who 
are most likely to use the particular product.

A small percentage of a product’s con-
sumers often account for a majority of the 
product’s total sales. By targeting consumers 
who are most likely to purchase a product, 
marketing resources can be used more ef-
fectively and efficiently. However, demo-
graphic data alone may not be sufficient to 
adequately segment potential consumers. 
General demographic information can be 
supplemented with psychographic (i.e., atti-
tudes and values) and lifestyle (i.e., activities 
and interests) information to more narrowly 
define a target market. “Luxury products, 
premium brands and stylish services sell by 
appealing to the second kind of consumer 
attribute: psychographics, or attitudes and 
values. When products are sold on their im-
age, the consumers’ values matter much more 
than their demographics.”14 

Competitor Analysis
A competitor analysis focuses on identi-

fying competitors and documenting pertinent 
information about them. The analysis should 
contain a list of the strengths, weaknesses, re-
sources, market channels and strategic plans 
(if available) of the competition. By identify-
ing the competition’s strengths and weak-
nesses, it is possible to enhance a new prod-
uct’s competitive advantage. Also, knowing 
the number of competitors will provide the 
basic information that can be used to estimate 
market share. Market share can be deter-
mined for all businesses by comparing total 
product category sales with total competitor 
sales in the same category.

Marketing and 
Financial Objectives 
and Goals

The marketing objectives section of the 
marketing plan should define detailed and 
specific sales goals and market objectives 
for a value-added product. In this section, 
the marketing goals and objectives should 
be quantified and easily measurable. Goals 
are helpful in keeping on task and focused. 
For example, specific goals, such as  “to 
sell 1,000 units of brand X and 2,500 units 
of brand Y by the end of the fiscal year,” 
should be defined. 

Marketing Strategies
The marketing strategies section should 

define and describe particular strategies that 
will be used to reach the specific marketing 
and financial objectives and goals outlined in 
the previous section. A variety of marketing 
strategies may be used to launch and enhance 
sales of a value-added product. Specific mar-
keting strategies are generally grouped under 
the following four primary categories: 

•	 Market Penetration
•	 Market Development	
•	 Diversification
•	 Product Development

Market Penetration 
The market penetration section should 

document the reasons and activities that will 
be aimed at acquiring more market share in 
the current market. For a company to en-
hance its market penetration, it can try one of 
these three approaches.

1.	Encourage customers to buy more of the 
product during the month. This works if 
they currently purchase the product infre-
quently and can be shown the benefits of 
increased purchases.

2.	Attract competitors’ customers. This works 
if flaws are noticed in competitors’ prod-
ucts, marketing, etc. and their customers 
can be lured away.
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3.	Convince those not buying the product to 
purchase it. This works if there are a lot of 
people who have not tried the product or 
do not know of its existence.

	
Market Development

Market development strategies are 
those that will identify and tap new mar-
kets or new uses for a value-added prod-
uct. A value-added product whose target 
market has traditionally been described as 
“parents in their 20s and 30s, with small 
children and annual household incomes 
between $50,000 and $70,000” may desire 
to expand sales to tourists. In this case, a 
strategy for developing the tourist market 
would be described and planned. In addi-
tion, an explanation of how a new market 
will be developed would need to be in-
cluded in the marketing plan if a product 
was going to be positioned for new uses. If 
a fresh fruit preserves product was going 

to be pitched as an ice cream topping, the 
market development section of the market-
ing plan would provide an analysis of why 
consumers would use this product as a top-
ping, as well as an explanation of how the 
consumer would be enticed to purchase the 
product for this use. Another example of a 
market development tactic might be to po-
sition honey as a safe, all-natural sweetener 
that could be substituted for sugar. In this 
example, the honey could be packaged in a 
container featuring marked measurements 
for easy use in food preparation. 

Diversification
Product diversification includes strate-

gies that will be used to attract new groups 
of customers by producing new products 
for new or existing target markets. Diver-
sification normally refers to the addition of 
revenue-generating products or activities 
not currently undertaken by the business. 

Diversification...not only can apples be sold fresh, but they can also be used to produce pies, muffins, 
apple butter, cider, dried apples, fried apples and other products limited only by imagination.
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A business often has resources that would 
allow its product to compete in different 
markets. For example, a farm winery may 
diversify its operation by developing a res-
taurant or offering a line of beer. Diversifica-
tion strategies often attempt to increase sales 
by offering new products that will attract 
new customers or increase sales to existing 
customers. Because diversification activities 
often push producers into new and uncer-
tain markets, it is perhaps the most risky of 
the marketing strategy categories. Examples 
of diversification may include expanding a 
pick-your-own apple orchard business to 
include selling ready-to-use apple pie fill-
ing, apple cider, jams and jellies, fried pies 
or dried apples for food preparation and 
crafts/decorations.

Product Development 
The product development section should 

describe the reasoning behind and the pro-
cesses related to changes or addition of new 
products or services. Product development 
strategies could add value to existing prod-
ucts or develop entirely new products. For 

example, a producer could add value to 
sweet potatoes by developing a new product, 
such as pre-packed sweet potato patties. A 
product development tactic might be adding 
nuts, candies, and/or coconut to cookies, ic-
ing cookies, making different-shaped cookies 
or making holiday cookies.

Marketing Mix/
Marketing Tactics

The detail of information in the market-
ing mix/marketing tactics section will de-
pend on the detail provided in the previous 
marketing strategy section. Despite the detail, 
the marketing mix should provide a means of 
describing the specific tools that the firm will 
use to pursue its objective in the target mar-
ket. The marketing mix, as shown in the il-
lustration above, is normally segmented into 
four categories that are generally thought of 
as the four “Ps” of marketing: Product, Price, 
Place and Promotion. The four Ps can be used 
to develop subsections in the marketing mix 
section. 

Marketing Mix
Marketing tools used to pursue marketing objectives in the target market.

Target Market
Product

Price Promotion

Place

Product variety
Quality
Design
Features
Brand name
Packaging
Sizes
Services
Warranties
Returns

List price
Discounts
Allowances
Payment period
Credit terms

Sales promotion
Advertising
Sales force
Public relations
Direct marketing

Channels
Coverage
Assortments
Locations
Inventory
Transport

Source Marketing Management, Philip Kotler, p15
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Because product re-
fers to the physical and 
perceived attributes of the 
product being sold, this sec-
tion should include tactics 
that will use these attributes. 
Here, tactics may include 
packaging, product charac-
teristics and image.

Detailed pricing tactics 
should be described in the 
price section. In addition to 
how and why the product’s 
price will be established, 
variations in pricing for dif-
ferent markets, different out-
lets, different quantities and 
different seasons should be 
described. The relationship 
between a product’s price 
and its marketing position 
should be described here as 
well.

Providing sampling opportunities to customers allows the product  
to sell itself.

Billboards have large audience exposure and can provide travel directions. However, an “ideal” location 
for billboards is a must.



Marketing 25 

• Logo	
• Open house
• Business card	
• Brochure
• Flyer	
• Coupons
• Stationery
• Mailing lists
• Newsletters	
• Free shipping via Web purchase 
• Answering machine message          
• Advertising items* 
• Toll-free telephone numbers
• Product samples           		
• Door-to-door calls	
• “Mention ad and get 10% off”              	
• Cash sales discount	
• Media day	
• Clothing articles (hats, shirts, etc.)     
• “Buy-1-get-1-free”
• Free gift wrapping 
• Co-advertising (buy a product, get a 	
    coupon for another store)   
• Point-of-sale display
• Festival		
• Kids stay/eat free
• Food fair		
• Sponsor community event
• Recipe give-away 
• Sponsor Little League event
• Frequent purchase card for free  
    product 
 (*examples include: stickers, pens, pencils, 
refrigerator magnets, balloons, buttons, pot 
holders, key rings, measuring spoons, cou-
pons, hand fans, drinking cups, bottle/can 
openers, spatulas, calendars, drink holders, 
rulers/measuring tapes and children’s toys)

The place section should describe how 
the product will get to consumers. This is 
normally where the planned marketing chan-
nels are described. The place component of 
the marketing plan should also include the 
distribution plans that will be used to deliver 
products. This section should also address 
issues related to the needed distribution ser-
vices and resources. 

The promotion section should be used 
to describe and plan activities and tactics 
that will be used to promote the product. 
It is important to understand that there is a 
difference between promotions, advertising 
and publicity. However, the three are fre-
quently used together to increase the sales of 
a product. Advertising relies on printed and 
electronic communication to deliver informa-
tion about a product to potential and existing 
customers. Some of the traditional forms of 
advertising are newspaper, radio, television, 
billboards and signs. Promotions can best be 
described as activities to prompt or entice 
customers. This could take the form of clear-
ance sales, free shipping and in-store sam-
pling. An example of a tool used to advertise 
and promote is a billboard advertisement 
that displays a buy-one-get-one free product 
promotion. Publicity is often thought of as in-
expensive or free advertising. A good exam-
ple would be a newspaper running a feature 
article about a locally produced product. It is 
important to remember that promotions, ad-
vertising and publicity alone cannot generate 

significant, sustainable demand for a product 
if consumers do not like the product or it 
does not meet a specific need. 

Below is a listing of tactics, materials 
and activities that have been included in the 
marketing plans of other value-added agri-
cultural businesses and enterprises.

 

Offering a discount on multi-product purchases 
will increase gross sales.
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The following table presents advantages, disadvantages and costs to consider when  
deciding on specific media for advertisement and promotion.
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Marketing Budget
The marketing budget may be the most 

important section of a marketing plan and 
can be developed in many different formats. 
The marketing budget can serve as a sum-
mary of planned marketing tactics, as well 
as a time line for implementation. To say that 
the marketing budget section is near the end 
of the marketing plan does not imply that 
it should be an afterthought to the previous 
sections. To the contrary, marketing tactics 
must only be planned if there is reasonable 
notion that they can be funded and imple-
mented. The marketing budget will not only 
include the estimated costs of the planned 
marketing tactics, but should also include the 
costs associated with market research and 
market analysis. The marketing budget sec-
tion should also include an explanation of the 
source of funds (borrowed, savings, percent 
of revenue). 

For an existing business, the marketing 
budget can be partially based on market-
ing costs and revenue from previous years. 
However, for a new business, marketing costs 
will have to be estimated based on data from 
previous sections of the marketing plan. Cost 
estimates in the marketing budget should not 

be carved in stone, but they should be used as 
a guide and modified according to the oper-
ation’s changing marketing needs and pro-
jected income. Marketing budgets are often 
set at 5 to 10 percent of expected annual sales. 
An infinite number of marketing tactics and 
activities could be implemented as a means 
of increasing product awareness and sales. 
Each type of marketing and/or promotional 
activity has an associated cost that must be 
considered. The marketing budget should be 
used in conjunction with the entire marketing 
plan to monitor and evaluate the best market-
ing activities to pursue. 

Because monitoring and evaluating the 
effectiveness of marketing efforts is impor-
tant, a section describing how this will be 
done should be included in the marketing 
plan. For example, if $255 is spent each week 
for a 2” x 3” advertisement in the local news-
paper and $400 is spent per week for a radio 
spot aired twice daily, it is important to know 
which of these two advertisements is having 

Evaluating marketing 
effectiveness can be as 
simple as surveying 
consumers.

Monitoring and 
Evaluating Market 
Response
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the most positive impact on sales. Monitoring 
and evaluating the impact of each marketing 
tactic/activity should provide an indication 
of the impact of each tactic and/or the overall 
campaign/strategy.

There are two main categories in which 
market response can be evaluated – communi-
cation effect and sales effect.

	Communication effect measures how well 
the advertisement/promotion communicates 
with consumers. Many times copy-testing can 
be used. Copy-testing is allowing individuals 
to see or be exposed to the advertisement or 
promotion to determine their understanding 
before and after it is ran.

	Sales effect measures the level that sales 
are generated by an advertisement or promo-
tional activity. This is harder to measure than 
communication effect because many factors 
affect sales, such as features, price, availability 
and competitor’s activities. 

Monitoring the effectiveness of different 
advertising and promotional strategies can be 
as simple as asking the customer or inquirer 
how they heard about the business/product. 
If print media or the Internet is used, inclu-
sion of a coupon that is redeemable at the time 
of purchase can help determine the impact of 
the method. A similar technique can be em-
ployed with radio and television advertising 
that includes “mention this ad and receive a 
discount on your purchase.”  

Marketing Plan 
Check List   

The marketing plan check list section 
provides another opportunity to streamline, 
balance and evaluate the entire market plan-
ning process. The check list provides a simple 
means of tracking some of the planned mar-
keting activities as the marketing campaign 
evolves. In addition to providing a summary, 
the check list can also be used to record or 
check-off the planned activities as they are 

implemented. While a variety of formats are 
possible for the check list, the most effective 
tool should include a place for noting the 
tactics/activities used as marketing strate-
gies, the dates that these strategies will be 
implemented, their cost and an assessment of 
evaluation/impact. 

While the process of developing a mar-
keting plan may seem complicated, this pro-
cess helps a business to better understand its 
place in the market. It also helps the business 
owner to better organize the various types 
of marketing strategies that will be used and 
provide a sense of when these strategies will 
be implemented. Following is an example 
marketing plan for a fictional store named 
“A Cut Above” that is getting ready to open 
for business. This example plan should be 
helpful in understanding the different com-
ponents of marketing as they are described 
in this guide. It reflects a significant level of 
detail that can be gathered from the processes 
described previously. 
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Example Marketing Plan for

“A Cut Above” 
A Retail Meat Market Featuring Local, Superior Products

This example is included for educational purposes and has been developed using fictitious data. 
The details of the example should not be used as a basis for or included with any other business 
or marketing plan. Assume that the example plan has been prepared by one of several partners

 in the example business and written primarily for implementation 
for “the” business rather than for “our” business.

Introduction
“A Cut Above” is a family-owned part-

nership that began in 2001 as a value-added 
venture for the family livestock operation. 
The 450-acre farm is located about five miles 
from the county seat and is now farmed by 
the fifth generation of the family. The farm-
ing activities have always centered around 
the production of livestock, although various 
degrees of integration and diversification 
have occurred over the years. Activities have 
evolved from pure-bred beef and a farrow-
ing operation to commercial cow-calf, back-
grounding and finishing cattle and a farrow-
to-finish hog operation. In the late 1990s, the 
freezer beef enterprise was expanded from 
about 25 head per year to 100 by coordinating 
with a local USDA-inspected facility and of-
fering less than half-carcass units for sale. 

“A Cut Above” is now planning the 
construction and management of a retail meat 
market that will feature a full line of beef and 
pork cuts and barbeque. This venture will 
allow the family to capture a greater por-
tion of the consumer’s dollar spent on meat 
purchases. Within the third year of operation, 
“A Cut Above” plans to sell 80,000 pounds 
of fresh beef products (100 head) and 90,500 
pounds of fresh pork products (624 head) 
from the retail market. At this level of sales, 
“A Cut Above” estimates a net return in the 
third year of $42,100.

Market Research and Analysis

Situational Analysis:
While per-capita consumption has been 

steady to decreasing, the total US consump-
tion of pork and beef has generally trended 
upward for the past 40 years. In the most 
recent years, there has been a significant in-
crease in the demand for specialized beef and 
pork products, including niche markets for 
convenience items and natural, organic and 
other eco labels. A recent survey by leading 
researchers in the restaurant industry found 
two pork items in the dozen foods that show 
the greatest increases as sales gainers. In de-
scribing consumer desires, one chef explains 
that people want different things that are 
familiar to them. The research also shows that 
in the greatest sales gainers, the barbequed 
pork sandwich ranked fifth and pulled pork 
barbeque ranked twelfth. Consumption of  
pulled pork sandwiches rose 59 percent from 
two years ago. These cuts are from the shoul-
der, which is about 17 percent of the pig. 
According to meat science specialists, “the 
increase in the pork that comes from shoulder 
cuts is important because that part is typi-
cally underutilized.”  In addition, bacon is the 
leading breakfast seller in casual and fam-
ily dining, hotel/motel, hospitals and other 
noncommercial companies such as business, 
industry and military food service. 
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Local and county zoning regulations 
do not restrict the retail meat market or the 
on-site processing that will be done by “A 
Cut Above.” Locating the facility within a 
municipality with sewer services has merit 
for waste concerns. However, waste manage-
ment will be accomplished at the farm retail 
market by a properly sized septic system and 
short-term storage for regulated classifications 
of waste that will be hauled to the proper 
disposal sites. A county business license has 
been obtained from the county court clerk’s 
office (one-time application fee of $25) and 
an additional local business tax that will be 
assessed in the amount of 1/10 of 1 percent of 
gross is understood. Tennessee Department of 
Agriculture (TDA), Food and Quality Division 
will inspect “A Cut Above,” as it will be oper-
ated primarily as a retail meat market/grocery 
store. This type of inspection will prevent “A 
Cut Above” from selling meat for future re-
sale. TDA will issue a retail food store permit 
that will allow food and food products to be 
offered only to end-consumers and intended 
for off-premise consumption.

Product/Service Analysis:
The products and services of “A Cut 

Above” can best be described with the fol-
lowing phrase: “fresh, quality beef and pork 
cuts and products from sources in the local 
community.” “A Cut Above” will offer pri-
mal cuts of beef and pork, as well as ground 
meat (beef and pork patties), bacon, sausage, 
summer sausage, cured hams and various 
specialty items. Custom meat cutting will also 
be offered. A variety of pre-defined “mix and 
match” variety packs will also be available 
in larger volumes (20 to 80 pounds). Custom 
cutting, volume variety packs and some of the 
primal cuts are currently not available in the 
local area. These products and services will be 
heavily promoted. Competing with existing 
local suppliers of ground beef will be a signifi-
cant challenge, because most of the competing 
stores can market ground beef at a lower price. 
To address this challenge, the lean-to-fat ratio 
of “A Cut Above’s” ground beef, which is more 

favorable than that of the competition, and the 
safety benefits of  “handling” policies at “A 
Cut Above” will be heavily promoted. Pork 
patties will be offered and widely promoted, 
because no other local supplies of pork pat-
ties are available. Seasonal specials will be 
an ongoing theme for the business. Country 
hams and special-recipe bacon will be featured 
during the fall, along with seasonal vegetable 
favorites. Random personal interviews with 
10 percent of the households in the local area 
have indicated a significant demand exists 
for meat products that are prepared in the 
“old-fashioned way.” In addition, special 
gift packages will be developed that will tie 
“A Cut Above” into the local harvest festival 
and the local industrial board’s spring fling. 
These events bring some 60,000 visitors to the 
community. These visitors spend more than 
$450,000 on local souvenirs and gifts that are 
sent out of the area.

Target Market Identification 
and Description:

Based on the local, regional and national 
data and trends, “A Cut Above” has classi-
fied its primary consumers into three defined 
areas:
•consumers with meat-dominant appetites 
•consumers wanting spicy, regional, specialty 

and/or labeled favorites
•consumers wanting gifts & gift packs

 

Estimates are that 30 percent of the 
county residents can be classified as those 
with meat-dominant appetites. However, 80 
percent of these residents are constrained 
by freezer space on the amount of meat they 
can purchase at one time. Most of the meat 
dominants desire a high-quality and con-
sistent product at a competitive price. The 
meat-dominants are best described as being 
above age 60, residing in the more rural areas, 
willing to prepare home-cooked meals, hav-
ing an average household size of 2.1 persons 
and having an average annual income less 
than $20,000. 
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Only about 10 percent of the local resi-
dents are considered spicy, regional, specialty 
and label consumers, but this group could 
account for 30 to 40 percent of sales. A “local” 
theme with community loyalty at the fore-
front will drive most advertisements for “A 
Cut Above.” Special labels and logos (brand-
ed products) will be used to increase the 
average sale per customer. The most popu-
lar labels will be “farm-raised,” “organic,” 
“grass-fed” and  “select-pride.” Standards 
and perimeters for these labels will be de-
fined and presented to the public. The spicy, 
regional, specialty and label consumers are 
best described as age 25 to 35, residing in the 
city limits and suburbs, often rent their home, 
have an average household size less than 2.8 
persons, with an average annual income of 
$35,000 to $50,000.

Finally, the gift consumers are barely 
present in the community, about 3 percent of 
all residents, yet gift sales should account for 
nearly 50 percent of all sales. Corporate, indus-
trial, tourist and e-commerce consumers will 
be targeted with specialty gift options.

Competitor Analysis:
To closely evaluate the market environ-

ment within 30 miles of the proposed location 
(on the family farm), information 
was used from a college marketing 
class that conducted some market 
research, including a telephone sur-
vey in the local area. The students 
found that four existing supermar-
kets have 80 percent of the market 
share for fresh meat products, with 
one of those capturing 40 percent 
of the market alone. Local residents 
typically shop at two different 
stores in a given week for grocery 
items. Residents drive on average 
6.21 miles to purchase their pork 
and beef meat products, with a me-
dian distance of 4.00 miles. Nearly 
two-thirds of the residents in the 
area say they would likely shop 
at “A Cut Above” for fresh meat 

products. The residents would be willing to 
travel, on average, 18.96 miles to shop at “A 
Cut Above.” The survey respondents were 
“less than very satisfied” with their current 
store’s meat. Selection appears to be the 
biggest problem at existing grocery stores. 
In terms of selection, there is a significant 
opportunity for “A Cut Above” to outper-
form the competition. The taste, appearance, 
quality, freshness and packaging of meats at 
existing grocery stores are not totally satisfy-
ing consumers’ demands, which creates ad-
ditional marketing opportunities for “A Cut 
Above.” The respondents cited appearance, 
freshness and quality as the most important 
criteria in their selection of a cut of meat. “A 
Cut Above” will offer and promote products 
that meet or exceed customer expectations 
regarding these product characteristics. 

Marketing and Financial Objectives 
and Goals

A combination of beef, pork, barbeque, 
grocery and other items will contribute to 
overall sales at “A Cut Above.” The sales 
goals presented below have been developed 
from conversations with other retail meat op-
erations, surveys in the local area and indus-
try research.
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Marketing Strategies
“A Cut Above” will incorporate numer-

ous marketing strategies in pursuit of the 
goals mentioned above. It is expected that the 
business will be in a constant state of addi-
tion and adjustment regarding marketing 
activities. Although efforts will be needed to 
increase the total number of customers,  
efforts will also be needed to retain custom-
ers, as it costs 10 times less to retain an exist-
ing customer than to recruit a new customer. 
Strategies will also be implemented to in-
crease the average sale per transaction and 
increase the average sale per customer. The 
following sections provide detailed plans to 
achieving these objectives.

Market Penetration
Products and services at “A Cut Above” 

will be portrayed as alternatives to the exist-
ing competing firms. Terms such as fresh, 
local and quality will be used. An attempt 
will be made to acquire 10 percent of the local 
market share for fresh beef and pork in the 
first year and 25 percent by the third year. An 
intensive, six-month local media blast will 
be used for wide-spread exposure about the 
operation of “A Cut Above.” Satisfied repeat 
customers will be the basis of future sales for 
the business. The business will continually 
launch new business and product awareness 
campaigns as a way to increase market share 
over time.

Market Development
Four strategies will initially be used to 

develop the overall market for fresh beef and 
pork at “A Cut Above”:

1)	provide products that target the “spicy, 
regional, specialty and label consumers” 
who are currently unserved in the local area  

2)	provide barbeque meals
3)	feature various new recipes and uses for 

various meat cuts and meat products; and
4)	feature needed inputs for complete meals 

(such as potatoes, beans, bread and  
desserts)

Diversification
Development of the barbeque enterprise 

will be top priority in the early years of the 
business. Barbeque is a high-profit enterprise 
for “A Cut Above.” It uses products with 
lower fresh-market value, it addresses an 
untapped opportunity in the local area and it 
represents a way to diversify the total opera-
tion. According to national food consump-
tion data, the majority of evening meals are 
prepared at home (4 out of 7), yet 73 percent 
of the residents are likely or very likely to 
include local barbeque in at least one meal 
per week. Recent studies indicate that of the 
weekly meals prepared at home, 2.7 contain 
pork and 2.3 contain beef. On average, the 
per-capita consumption of pork in the 30-
mile area is 51.52 pounds and the per-capita 
consumption of beef is 77.50 pounds. This is 
based on at-home consumption only. 

Currently, the respondents do not 
consume take-out meals often (0.71 meals/
week). When respondents were asked why 
they do not eat take-out meals, the four top 
responses were: no take-out businesses in the 
area (35 percent), prefer to cook myself (19 
percent), price (13 percent), taste and quality 
(10 percent). These issues will be overcome 
by using in-store sampling and pricing ready-
to-eat meals competitively. By offering tasty 
samples, the fresh meat store could overcome 
skepticism regarding the taste and quality 
of the ready-to-eat meals. The respondents 
do not eat fast food very often at breakfast; 
lunch and supper fast food meals are eaten 
only about once a week. Consumer interest in 
fast food meals from “A Cut Above” is low. 
However, the notion of “pre-prepared” staple 
meats as part of traditional meals is attrac-
tive to the residents in the area. Fifty-seven 
percent of the respondents indicated they 
would be likely to try a “pre-prepared” staple 
meat for supper. Other popular products and 
services mentioned by the respondents were 
custom meat packing (48 percent), ready-
to-eat lunch meals (complete meals, not fast 
food – 37 percent) and custom meat process-
ing (35 percent).
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Product Development
No real product development changes 

are planned for the early years of the business, 
at least not for the fresh beef and pork lines. 
New bakery-type products will continually 
be featured at “A Cut Above” as a way to 
incorporate the “local” and “old-fashioned” 
themes and as a way to sustain interest and 
intrigue in the business. Bakery-type products 
will include items such as sweet potato pies, 
pumpkin bread, apple cider, molasses cookies 
and organic soy-muffins. 

Marketing Mix/ Marketing Tactics

Product
The broadest categories of products to be 

sold at “A Cut Above” are presented in the 
section on Marketing and Financial Objec-
tives and Goals. However, some important 
sub-categories with notable marketing angles 
are described here. Three brand names will 
be developed for fresh meat products: Family 
Pride, Select Quality and Rangeland Supreme. 
At least four brand names will be used on 
bakery-type goods: Aunt Granny’s Own, Spice 
House Original, Celestial Seasons and Cream of 
the Crop. Premium cuts of fresh meat will be 
wrapped on standard meat trays and indi-
vidually labeled. A majority of products will 
carry a logo/brand label of some sort. All 
products will be backed with a money-back 
guarantee. Bakery-type items will generally 
be available in two sizes, although pre-de-
fined custom orders will be filled. 

Price
Prices will be openly displayed at “A Cut 

Above.” Most of the meat products will be 
priced at a slight-to-moderate premium over 
standard competitors. A line of lower-priced 
(less attractively packaged) meat products 
will be available. To approach larger volume 
sales, barbeque will be priced competitively 
with other barbeque prices, although little 
competition exists in the local area. Most 
bakery items will be priced slightly above 

comparable, non-gourmet items. Discounts 
will be given for cash payments of bulk 
orders and service charges will be applied to 
accounts more than two weeks old. Grocery 
items will be priced slightly above competing 
supermarkets.

Place
Presenting and selling products to con-

sumers will occur primarily at the retail facil-
ity, with some sales through “A Cut Above” 
Web site and wholesale relations. Mail-order 
and Internet sales will require the burden 
of shipping and distribution on the buyer. 
Wholesale transactions will be available FOB-
plant.

Promotion
In the early months of operation, a 

significant number of feature articles will be 
placed in the local press. Various radio and 
newspaper advertisements will be purchased. 
For additional exposure, “A Cut Above” will 
host the Chamber of Commerce monthly cof-
fee break. Inside the store, optimal use will 
be made of the floor plan to direct shoppers 
throughout the store. Impulse items will be 
placed near the check-out registers and high-
profit products will be placed in multiple 
locations in the store. A summary of planned 
promotional activities is given in the follow-
ing table. In addition to the month-by-month 
plans during the first three years of busi-
ness, a great deal of marketing efforts will be 
invested prior to the actual business opening, 
including development and trademarking of 
a business logo and brand logos, designing 
and printing business cards, brochures and 
stationery and the development of radio and 
print advertisements to run regularly.
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Marketing Budget
A substantial amount of the costs associ-

ated with starting the business will be charged 
to the marketing budget. Some of these items 
include print media, signs and in-store fea-
tures aimed at enhancing image to increase 
sales. As shown in the estimated marketing 
budget given at the bottom of page 34, ap-
proximately $9,500 will be invested in market-
ing even before the store opens for business. 
In addition, $6,280 will be spent during the 
first year. Overall, approximately 9 percent of 
expected first-year gross sales will be invested 
in marketing. Approximately 6 percent of ex-
pected gross sales will be used for marketing 
in the second and third years. 

Monitoring and Evaluating 
Market Response

Where possible, most marketing efforts 
will be monitored and evaluated on an indi-

vidual basis. Various radio advertisements 
will feature the “mention this ad and get a 
coupon for in-store savings.” The effectiveness 
of radio advertisements running simultane-
ously on different stations may be monitored 
by “be sure and ask about the WUTK special 
going on this week.” Coupons will be used in 
newspaper advertisements. A registration 
book will be used at the retail facility and a 
mail list will be generated for use with busi-
ness newsletters and direct-mail promotions. 
Special occasions at the retail facility (open 
house, Chamber of Commerce Coffees and 
media days) will be monitored as to their 
direct result on sales. 

Marketing Plan Check List
The following check list presents the 

planned marketing activities, date of imple-
mentation, expected cost and methods of 
evaluation for “A Cut Above’s” first year of 
operation.
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Summary

 Building a successful value-added 
enterprise is rarely the result of luck alone. 
Usually, a significant amount of planning, re-
search and investigation, study and learning 
takes place as a business develops and grows. 
Often this knowledge results from trial and 
error and learning from mistakes – as the old 
saying goes, “hindsight is 20-20.”  

Some of the most valuable lessons and 
experiences of other entrepreneurs are re-
ferred to as “tricks of the trade.” In fact, 
learning from the experiences of others is a 
proven and effective tool for shortening the 
learning curve of start-up, value-added entre-
preneurs. Listed below are some quotes that 
identify some tricks of the trade gleaned from 
previous work by the CPA with value-added 
entrepreneurs in Tennessee. These help sum-
marize the marketing issues presented in this 
document.

Packaging, planning and production are 
obviously big players in value-added agricul-
tural businesses.

•	 Attractive containers and the quality of prod-
uct have contributed to sales success.

•	 Not having an inventory plan proved to be a 
mistake.

•	 A premium, high-quality product is our biggest 
strength.

The role of advertising and promotion is 
obviously critical to the success of a business.
•	 Our toll-free telephone number is printed on 

the product label.
•	 It seemed expensive, but advertising paid off.
•	 The best marketing tool has been personal con-

tacts.
•	 Giving away free samples greatly increased 

sales.
•	 Word-of-mouth is the best free advertising for 

the business.
•	 Advertising and promotion is really needed in 

the start-up phase.

9
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•	 We do well by contributing products for chari-
table events, fund-raisers and such.

•	 Making door-to-door sales calls has been the 
best for us.

Some of the best advice from successful 
entrepreneurs has widespread application to 
the total management of the business.
•	 Persistence is the answer to doing market re-

search and a marketing plan well.
•	 The smartest thing I’ve ever done in business is 

to surround myself with smart people.
•	 Growth of a company is attributed to excellent 

employees and a good working relationship 
with the banker. 

•	 Understanding of local public relations is es-
sential.

•	 I have obtained a great deal of information and 
contacts from association meetings.

Marketing continues to best represent one of 
the most limiting factors of successful value-
added enterprises. Perhaps this is due to the 
limited understanding, planning and imple-
mentation of marketing concepts, principles 
and activities for new products and enter-
prises. Marketing is not just advertising, and 
it encompasses much more than identifying a 
channel through which to sell a commodity. 
Marketing involves research, analysis,  

planning and ongoing evaluation of a compli-
cated interaction of activities aimed at mov-
ing products to buyers.

Just as the officials at the Washington Zoo 
could quantify the positive effects that panda 
bear exhibits would have on the zoo’s at-
tendance, value-added entrepreneurs should 
develop, analyze and evaluate very specific 
marketing strategies. To be successful, value-
added entrepreneurs should become active in 
market research, market analysis and market 
development. Guaranteed sales do not exist 
in the value-added agriculture industry, and 
detailed price discovery methods do not ap-
ply. Sales projections are difficult to forecast, 
and niche markets have very little predict-
ability. Unlike traditional commodity mar-
kets, value-added marketing efforts tend to 
require attention to packaging and consumer 
preferences. As an aim toward success in the 
value-added marketing arena, entrepreneurs 
should plan to develop a written marketing 
plan that includes documentation of what 
will be done, why it will be done, when it 
will be done, how it will be evaluated, what 
it will cost to do it and the expected results 
from doing it.
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Additional information on agriculture and marketing can be obtained from
your county

UT Extension office.

Additional marketing information can also be obtained by contacting the
Center for Profitable Agricultural 

University of Tennessee Extension
P.O. Box 1819

Sping Hill, Tennessee 37174
Telephone: (931) 486-2777

E-mail: CPA@utk.edu
Web site: http://cpa.utk.edu.

and

the Tennessee Department of Agriculture Market Development Division
P.O. Box 40627

Nashville, Tennessee 37204
Telephone: (615) 837-5160

Web site: http:/www.picktnproducts.org/

	 Special thanks is extended to the following for allowing the use of photographs of their 
products and facilities in this publication.

Big S Farms
Cookson Creek Farm Market

Dotta Sue’s Original Bake Shop
Hillcrest Orchard
“His” Idea Crafts
Honeyberry Farm

Kelley’s Katch Caviar
Maple Lane Farms

Made in Tennessee Gifts
Merritt-Pop Popcorn

SLAWSA
Sweetwater Valley Cheese
Tennessee Valley Winery

The Apple Barn
The Apple Barn Winery

This project was funded in part under an agreement with the Tennessee Department of Agriculture.
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