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Course:
AG-MKT - 01.413 Marketing Agricultural Products and Services

Unit 2:
Marketing and Promoting Agricultural Products and Services 
Lesson 2:
Determining Price Points 

Georgia Performance Standards:
AG-MKT-4 (a & c)
Academic Standards:

  


MM2P1,  SSEPF1
National Standards: 
ABS.06.05.02.a





Objectives:
1.    Calculate the profit from marketing an agricultural product or service.

2. Develop a value-added product or services that will meet the needs of consumers.

Teaching Time:

Grades: 9-12

Essential Question: How do you calculate profit and develop value-added products or services?
Unit Understandings, Themes, and Concepts:  Students will gain an understanding of how marketing can positively impact profit.

Primary Learning Goals:  Students will be able to calculate the profit from marketing an agricultural product or service, as well as develop a value-added product or service that will meet the needs of consumers. 

Students with disabilities: For students with disabilities, the instructor should refer to the individual student's IEP to insure that the accommodations specified in the IEP are being provided within the classroom setting. Instructors should familiarize themselves with the provisions of Behavior Intervention Plans that may be part of a student's IEP. Frequent consultation with a student's special education instructor will be beneficial in providing appropriate differentiation within any given instructional activity or requirement.

Assessment Method/Type:

____ Constructed Response

____ Peer Assessment

_ __ Combined Methods


____ Selected Response

____ Informal Checks


____ Self Assessment

References:

Materials and Equipment:

Overhead projector





Transparency 

Eraser board






Handout 

LCD Projector






Computer

POWERPOINTS:



AG-MKT - 01.413  2.2 - Determining Price Points

AG-MKT - 01.413  2.2 Pricing_for_Success PPT

Web Resources:

http://trmep.tamu.edu/cg/factsheets/rm1-8.html
Additional Web Resources:
Georgia Performance Standards:
             AG-MKT-4 (a & c)
AG-MKT-4. Students conduct agricultural product and service market research.


a.
Calculate the profit from marketing an agricultural product or service.


c.
Develop a value-added product or services that will meet the needs of consumers.

Academic Standards:



        MM2P1,  SSEPF1
MM2P1     Students will solve problems (using appropriate technology).

SSEPF1   The student will apply rational decision to the making of personal spending and savings choices.

Teaching Procedure

Lecture Notes, Lesson 2.2, Objective 1:

1. Calculate the profit from marketing an agricultural product or service.
Q: How do you find profit? 

Taking gross profit and dividing it by total revenue can calculate the gross profit margin. It tells you the percentage of a company's sales that are left after cost of goods sold to cover payroll, rent, taxes, advertising, and other expenses.

Activity, Lesson 2.2, Objective 1:

Give the students a scenario appropriate for their math level that allows them to assess the profit from marketing an agricultural product or service.

Lecture Notes, Lesson 2.2, Objective 2:

2. Develop a value-added product or services that will meet the needs of consumers.

Q: What is a value-added product, and how is it developed? What is customer value?  What creates a consumer value product?

http://trmep.tamu.edu/cg/factsheets/rm1-8.html
Adding Value to Agricultural Products

David P. Anderson and Charles R. Hall* 
Value-added agriculture generates several billion dollars in economic impact for the state of Texas each year. In fact, the economic impact of adding value beyond the farm gate is usually several times the value of agricultural production at the farm gate alone.

Agricultural producers receive a much smaller portion of the consumer's dollar than do food processors, especially those who produce brand name items (e.g., Sunkist, Del Monte). Capturing those additional dollars or adding value to farm or ranch products is a goal of many producers. Even for "commodity" products, such as beef, the farm-to-retail price spread indicates that those further up the supply chain earn much more than producers at the ranch or farm level. This leaflet defines value-added activities, outlines the economic forces that make adding value important, and provides guidelines for starting your own value-added business. 

What is "Value Added?"
"Value added" means adding value to a raw product by taking it to, at least, the next stage of production. This can be as simple as retaining ownership of your calves and wintering them on wheat pasture or placing them in a feedlot. Value can be added through membership in a cooperative that processes your products, such as a cooperative cotton gin. Or, adding value may be as elaborate as going all the way to the consumer with a "case-ready" food product.

If you are considering a value-added enterprise, there are two key questions to answer: 1) What is customer value? and 2) What creates a value-added product? 

What is Customer Value?
"Customer value" reflects the relationship between the benefits customers receive from and the price they pay for a product. The more benefits relative to the price, the higher the customer value. This does not necessarily mean that greater value results from a low price. The price of a particular product may be high, but if the associated benefits are high as well, the customers perceive value in the product. This interaction creates customer value and, thus, the opportunity to add value to your product.

Creating customer value is critical in building a profitable and substantial business. However, one must bear in mind that it is the customers' perception of value, not the producers', that is critical. Consider the case of preconditioning calves. Does the cattle buyer perceive the preconditioning program as adding value? That is, will the buyer pay more for preconditioned calves (enough to cover the added costs) than for other calves?   It is also important to recognize that different customers have different perceptions of added value. These perceptions correspond to their expectations of quality, service, convenience and selection. 

What Creates Added Value?
"Value" is usually created by focusing on the benefits associated with the agribusiness product or service that arise from:

Quality-  Does the product or service meet or exceed customer expectations?

Functionality-  Does the product or service provide the function needed of it? 
Form-  Is the product in a useful form?  
Place-  Is the product in the right place?  
Time- Is the product in the right place at the right time?

 Ease of possession - Is the product easy for the customer to obtain? 

A product must have one or more of these qualities to generate additional value. Remember that a product is simply a bundle of benefits, and that the more benefits there are the more customers will perceive the product as having value. 

What's Driving Value Added?
Agribusiness, particularly the food sector, is rapidly consolidating and increasingly responding to the changing tastes and preferences of consumers. Consumers have higher incomes than ever before. They are focusing more on convenience, quality, variety, service, health, and social consciousness. They are also faced with the increasing value of (and demands on) their time. In a nutshell, consumers are more value conscious than ever.

The factors of rising disposable incomes and market fragmentation caused by retail consolidation exacerbate competition, but at the same time leave many niche markets to be exploited and create opportunities for producers to add value to their products.

Creating a Value-Added Product 
To take advantage of value-added opportunities, one must know and understand customers. What consumer segments might want your product? What are the benefits desired by these potential customers? What criteria are they looking for when purchasing? Writing these down as part of a business plan is an important first step in beginning a value-added business.

Any business enterprise can be thought of as a value chain. Each activity that is performed should add value to the product. To do this, one must meticulously control the activities at each step in the value chain: procurement of inputs; converting inputs into products; marketing and sales; supply chain logistics; and customer service activities. A new value-added business should focus on the product's uniqueness. The uniqueness of your product or service (the value you add) is what ultimately attracts customers. 

Obviously, this value-added strategy is very different from the commodity-oriented strategy with which most farmers and ranchers are familiar. In a commodity strategy, a producer focuses on the costs of production with the goal of being a low-cost producer. This is, in essence, a "supply-side" focus.

The value-added strategy, in contrast, involves a "demand-side" focus determining who the customers are and what they want. Then, after assessing your resources and source of uniqueness, you provide a product or service that efficiently curbs production costs while meeting the needs of the potential market. Unlike a commodity driven business, a value-added business can not erode benefits or lower input specifications just to lower costs. 

Steps to Success in Value Added
Building a new business is difficult and takes hard work (nothing new for farmers and ranchers). But, for all the uncertainty, there are ways to craft a successful value-added business strategy. The key factors in a detailed business plan are:

A. Operations plan - flow of the business, quality and cost control

B. Personnel plan -needs, skills and training

C. Sales plan - including challenging but realistic goals

D. Management plan - evaluate strengths, weaknesses and resources

E. Investment and financial plan - cash flow planning 

Examples of Value-Added Agricultural Products
As an example of adding value to an agricultural commodity, consider wheat. Value can be added to wheat grain in many ways. One way is for farmers to produce wheat grain for use in feed or food products. Wheat straw, a waste product, can be harvested, processed and then turned into building materials. Another way to add value to wheat is to graze it with stocker cattle, which increases the yield of wheat by causing "tillering" of the plant and also generates income from the cattle operation. Wheat grain also can be converted into organic natural foods and sold at health food stores.

It may be hard to believe, but value can be added to woody plants such as cedar and mesquite. Cedar fiber can be used to make boards and recap oil wells. Mesquite wood can be used to make boards, jewelry boxes, lawn furniture, and molding for floors. The sawdust and fiber from cedar and mesquite can be made into fiberboard. South Texas Molding, Texas Kiln Products, and Uvalde Mesquite Company are some of the firms that add value to mesquite wood by making furniture and lumber.

Yet another example of value-added opportunity is the fed beef industry. A rancher can add value by having a cow-calf operation or retaining ownership of his cattle through a feed yard. Another option is producing specialty products such as sausage and tamales, or processing tongue and some of the viscera into menudo or tripas. Booker Packing Company, Caviness Packing Company, and J&B Foods are some of the companies adding value to meat successfully in spite of processing costs.

A recent survey of such companies indicated that their return on assets averaged 63 percent. Of the firms in the survey, 42 percent had fewer than five employees, 21 percent had sales between $50,000 and $250,000, and 26 percent had sales of less than 50,000 pounds of meat per year. Many of the firms are in rural areas, some close to urban centers, and they cater to the local population. The smaller firms tend to be the most profitable whether measured by sales dollars, volume, or number of employees. These small firms have developed value-added products and are marketing them successfully. 

Summary
Beyond business planning and market research to get to know the customer, the essential elements for success in a value-added business can be boiled down to four key ingredients for business managers:

Adapt to market changes.

Be open to exploring new ideas.

Operate more as a resource manager than a producer.

Realize the importance of networking and the need to develop alliances.

These are difficult because they require a new vision of the farm or ranch. Managing resources  and exploring new ideas means searching for new profit centers within your operation. That may seem tedious, but that is precisely what adding value is all about.

Activity: Lesson 2.2, Objective 2:

The students will use the information from the article above and develop a value- added product or service that will meet the needs of consumers.  Be sure that the product is not from the article, like the wheat example.

Summary                                                                                                        

Evaluation

Written test

Daily Notes

Class Participation

Individual Learning Assignment

Group Learning Activity

Presentation Learning Activity

Individual Learning Activity

Lesson:
Determining Price Points
Assignment:
Choose one of the topics below and research it. Write a report on your findings that answers the question or explains the concept and shows why it is relevant to your life.

1. Calculating the profit from marketing an agricultural product or service.

2. Developing a value-added product or services that will meet the needs of consumers.

Minimum Requirements:

1. Paper must be typed in 12 point font and at least one page in length. The paper may be double-spaced. 

2. At least two credible references must be properly cited.

3. All work must be original. No plagiarism! Any use of  

another’s ideas without giving credit will result in a zero.

4. Papers will be graded on content (amount of good information, accuracy, etc.) and mechanics (grammar, spelling, and punctuation.)

Due Date:

Points/Grade Available:

Individual Learning Activity Rubric

	Content - offers current information on the topic chosen, thoroughly covers each aspect of the question, and demonstrates understanding and mastery of the lesson. The paper should include information and issues of state and local importance.
	35 pts.



	Critical Analysis - logical process of analyzing and reporting information that examines and explains the topic selected. The paper should go beyond simply listing facts and must include why the concept is relevant to the student’s life. 
	25 pts.

	Organization- The paper should have an orderly structure that demonstrates a logical flow of ideas.
	15 pts.

	Mechanics- spelling, grammar, punctuation, font size, double spacing, citation, etc. Essentially, the paper should meet all specifications and be executed following rules of proper written English.
	15 pts.


Group Learning Activity

Lesson: 
Determining Price Points
Assignment: 
Choose one of the topics below and research it. With your group, prepare a presentation to teach the class your concept.

1. 1. Calculating the profit from marketing an agricultural product or service.

2. Developing a value-added product or services that will meet the needs of consumers.

Your presentation should include the following:

1. A lesson plan outlining exactly what your group will teach and how the information will be taught

2. A Power Point of at least twelve slides

3. Notes containing the information the class will be responsible for (these can be printed and given to the class, written on the board, or part of the Power Point). A copy of the notes will be turned in to the instructor.

4. Some type of interactive activity for the class (game, problem solving activity, interactive model, etc.)

5. Your group must also prepare an assessment for the class. This assessment can be written or oral, but should show the instructor that the class understands and has retained the material being taught.

Due Date:

Points/Grade Available:

All work must be original. No plagiarism! Any use of  

another’s ideas without giving credit will result in a zero.

Group Learning Activity Rubric
	Lesson Plan – The group submits a thorough, detailed lesson plan highlighting the content and organization of their lesson.
	10 pts.

	PowerPoint – The group presents a Power Point of at least twelve slides that contains information and pictures vital to the lesson with additional information or examples for enhancement.
	20 pts.

	Interactive Activity – Some type of interactive activity is used to help teach the lesson. The activity should contribute to the mastery of content and involve the entire class in some way.
	15 pts.

	Assessment – A fair, thorough assessment is prepared and administered based on the information presented to the class. Poor grades on the assessment by a few members of the class are excusable, but if the entire class has difficulty, the points awarded in this category may be lowered at the discretion of the instructor.
	   15 pts.

	Content – The group should cover the concept (within reason) in entirety. The group may study actual lesson plans to help decide what should be emphasized.
	    25 pts.

	Overall Effect – The group is prepared, enthusiastic, and interesting, and the lesson flows smoothly. 
	    15 pts.


Presentation Learning Activity
Lesson:
Determining Price Points
Assignment:
Choose one of the topics below, research it, and prepare a presentation that answers the question or explains the concept and shows why it is relevant to your life.

1. Calculating the profit from marketing an agricultural product or service.

2. Developing a value-added product or services that will meet the needs of consumers.

Minimum Requirements:

Oral Report Option

1.   Write a paper on one of the topics and orally present your work to the class.

2.   Paper may be double-spaced and should be at least one page in length, resulting in a two to five minute presentation. 

3.   At least two references must be properly cited. 

4.   The presentation of the report will be graded secondary 

      to the content of the paper.

PowerPoint Option

1. Presentation should be at least ten slides in length

2. Presentation should include at least four photos.

3. Presentation should be two to five minutes in length.

4. Grammar and spelling will be graded by the same standards as any other written assignment.

5. At least two references must be properly cited.

Poster Option:

1. Prepare a poster that answers/explains one of the topics. You will present your poster to the class.

2. Your poster should include both text and graphics that help communicate your research.

3. At least two sources of information should be properly cited on the back of the poster.

4. Neatness and appearance of the poster will be graded.

5. Poster presentation should last two to five minutes.

Due Date:

Points/Grade Available:

For all presentations: All work must be original. No plagiarism! Any use of another’s work or ideas without giving proper credit will result in a zero.

Presentation Learning Activity Rubric

	Content- offers current information on the topic chosen, thoroughly covers each aspect of the question, and demonstrates understanding and mastery of the lesson. The presentation should include information and issues of state and local importance.
	40 pts.

	Critical Analysis/Organization – The presentation shows a logical process of analyzing and reporting information that examines and explains the topic selected. The presentation should go beyond simply listing facts and must include why the concept is relevant to the student’s life.
	20 pts.

	Presentation – The student makes a genuine effort to present, not just read the material. The student should present with confidence using techniques like eye contact and voice inflexion to make his or her point. Although content takes precedence over presentation, the experience of successfully presenting in front of a class is part of the basis of this assignment.
	25 pts.

	Mechanics- spelling, grammar, punctuation, font size, double spacing, citation, etc. Essentially, the presentation should meet all guidelines set forth and should be executed in proper written English. For the poster, this includes neatness and appearance.
	15 pts.


Teacher Notes

Essential Question: How do you calculate profit and develop value-added products or services?
Vocabulary

Value added

Customer benefit

Gross profit margin

Lesson Evaluation 

1) Taking gross profit and dividing it by revenue gives you 





.
This figure tells you the percentage of sales that are left after….(name two of these expenses).

2) 

3)

4) What is value added?

5) What is an example of a value added product or scenario?

6) 




 reflects the relationship between the benefits customers receive from and the price they pay for a product.

"Value" is usually created by focusing on the benefits associated with the agribusiness product or service that arise from: (list three)

7)

8)

9)

10) Which is not a key factor in a detailed business plan?

a) Sales Plan

b) Personnel Plan

c) Operations Plan

d) Economic Plan

Lesson Evaluation Key

1) Gross profit margin

2) Payroll, rent, taxes, advertising

3) “”

4) adding value to a raw product by taking it, at least, to the next stage of production

5) answers will vary

6) Customer Value
7) Quality, functionality, form, place, time, ease of possession 

8) “”

9) “”

10) D
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