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SMARTFARMER:
Objectives

The SmartFarmer project aims to improve the skills and competences of people in the
agricultural sector by introducing a training programme in Cyprus, Greece, Latvia, Spain
and Portugal while at the same time encouraging rural developmentin project countries
in particular and Europe in general. The project is based on the transfer of the results of
ProudFarmer (http://www.zemniekusaeima.lv/en/38/) project that was completed in
2010 and provided innovative results that were successfully integrated in formal
training programmes in partner countries. The objectives of SmartFarmer include the
analysis of the Methodological Training Tools in Marketing training programme and
materials, their adaptation to the requirements of the target group and project
countries; sharing experiences in smart farming practices training and development of
new (e-) learning contents; testing and evaluation; dissemination of information about
the project and project results and preparation of appropriate mechanisms/processes
fortheir further exploitation.

The training material and the e-learning platform (http://e-plat-
form.smartfarmerproject.eu/) might be used for the vocational education and training
of the rural population on marketing and promotion of competitive agricultural prod-
ucts with high nutritional value, and hence enhancing the development of the rural
areas.
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Strategic Planning and Marketing of “smart”
organic agro-foods



Learning objectives/outcomes

This first unit will help the reader to
understand:

¢+ The meaning of the marketing .

concept and the functions of marketing;

+ The relevance of marketing to the agricul-
tural and agro-food businesses;

+ Why it is important to implement the mar-
keting concept.

Upon successful completion of this unit, you
will be able to:

¢ Understand the basic concept of market-
ing;
+ Understand the difference between a “Pro-

duction oriented” business and a “Market-
ing Oriented” business;

¢+ Understand the influence of effective mar-
keting on agro-food businesses.

Estimated duration

The estimated learning duration for
this unit is 30 minutes. However for .
the completion of the proposed prac-

tical exercise, around 60 minutes will be re-
quired. Therefore, it should take around 90

minutes to complete this unit.

Summary

Marketing is an organizational function that
includes a set of processes having as essen-
tial purpose to find out what your customers
want and supplying it to them, in ways that
benefit the organisation and its stakeholders.

This means that: i) the marketing process
should be customer driven; ii) the marketing
process should ensure the business sustain-
ability, through the appropriate management
of the value triad - quality, service and price.

Farmers are in general highly experienced in
agricultural techniques and procedures, but
marketing requires learning new skills, new
technigues and the capability to access new
sources of information. Getting marketing
skills will contribute to run farms and agro-
businesses more profitably.




For sure you have been frequently involved in
thinking about your business and the produc-
tion and selling of your products.

No matter what is the nature of your activity
(e.g. a farm or an agro-food business) and the
stage of development of your business (start-
ing-up or already established) you have to
face a few questions to cope with market and
external environmental challenges. That is to
say, to deal with the complex of economic,
social and cultural conditions that affect and
influence the growth, development and sur-
vival of your business.

Getting acquainted and familiar with first
principles of marketing does not mean that
you have to learn by heart a lot of notions and
definitions that apparently are far from your
practical problems and requirements.

Marketing, in its basic principles and
definitions, has much more to do 0

with your everyday business life than

you can imagine. Marketing will help you to
better comprehend how you can adopt a more
market oriented approach and understand
your firm’s external environment, in order to
improve your business.

The essence of marketing is identify-
ing and meeting human and social 0

needs. According to Philip Kotler,
marketing is “a societal process by which in-
dividuals and groups obtain what they need
and want through creating, offering and freely
exchanging products and services of value
with others” [4].

Managing these exchange processes involves
work and expertise. Thus marketing man-
agement can be seen as “the art and science
of choosing target markets and getting, keep-
ing and growing customers through creating,
delivering and communicating superior cus-
tomer value” [4].

In short, marketing covers a set of concepts,
theories, tools, practices, procedures and...
experience. Let s get started with some core
definitions that will help you to go deeper into
the marketing concept and functions.

Markets. The concept of exchange leads to
the concept of market. Originally, the “mar-
ket” was the place where buyers and sellers
gathered to exchange their goods. In market-
ing, however, the term “market” is used to
refer to groupings of buyers, while the sellers
are considered to be the “industry”.

Buyers and sellers are linked by four flows, as
shown in the figure below. Sellers send goods,



services and communication (e.g. advertise-
ments, direct mails) to the market and in re-
turn, they receive from the market money and
information (e.g. buyers’ preferences, sales
data).

Source: Philip Kotler, Kevin Lane Keller
(2012), Marketing Management [4]

Needs, Wants, and Demands. Needs are
basic human requirements such as for food,
water, clothing and shelter. These needs exist
intrinsically in people and are part of the hu-
man condition. Wants are desires for specific
satisfiers of the basic needs (e.g. | heed cloth-
ing, but | want an Armani suit). Human wants
are deeply influenced by social forces. De-
mands refer to wants for specific products,
supported by the capacity and willingness to
buy them. Many people want an Armani suit,
but only few are able and willing to buy one.

Products. A product can be broadly defined as
anything that can be offered to someone to

satisfy a need or want, including physical

goods and services. In fact, physical products

supply services in many cases (e.g. a micro-

wave oven provides cooking services), while

services are delivered through physical ob-
jects and other vehicles
(e.g. tourism services).

Value, Cost and Satisfac-
tion. How do consumers
choose among the many
products that may satisfy a
certain need? The key issue
is value. The buyer chooses
the product he/she per-
ceives to provide the most
value. This value results from the combination
of the tangible and intangible benefits and the
cost of the product.

The customer value triad combines Quality,
Service, and Price. Value perceptions increase
with quality and service, but tend to decrease
with price. Satisfaction reflects the customer
assessment of the perceived performance of
a given product, in relationship to his/her ex-
pectations.

marketing function is primarily “the
identification, creation, communica-

tion, delivery, and monitoring of customer val-
ue” [4].

Therefore, we can consider that the 0



In other words: marketing involves finding out
what your customers want and supplying it to
them. This leads to two important conclu-
sions:

The marketing process should be
customer driven;

The marketing process should

ensure your business profitability, through the
appropriate management of the value triad -
quality, service and price.

In short: marketing is all about creating,
communicating and delivering:

¢ The right product (What)
+ For the right people (Who)
¢ At the right price (How)

¢ At the right place (Where)
+ At the right time (When)

¢ At a profit (Why)

Most farmers and small agro-businesses see
themselves as “price takers”. They tend to
consider that they have no control over prices
(due to the bargaining power of wholesale
and retail chains), frequently they don’t know
how to attract new customers, they have diffi-
culty to follow up changes in market demand,
or they lack knowledge on the most profitable
products to grow.

While farmers and other agro-businesses can
usually outline their problems clearly, they of-
ten face difficulties in identifying potential so-
lutions.

Marketing plays a key role in addressing
those challenges and problems. It provides a
set of processes and tools that will help ana-
lysing your products and services, assessing
the effectiveness of your commercial commu-
nication and distribution activities and im-
prove the overall performance of your busi-
ness.

Marketing can inspire enhancements in your
existing products, helping to innovate and im-
prove the position of your business in the
marketplace.

Successful marketing will also help to build
demand for your products and services and
will contribute to create a loyal customer
base.

Making the right marketing decisions is not
always simple, but an effective marketing ap-
proach will support you to set prices, to de-
cide where to sell your products and how
much to spend on advertising, direct sales or
Internet promotion.

Marketing involves also knowing as much as
possible about your customers, their needs
and demands and includes as well research
to follow up competitors, the technology



framework and the economic and social fac-
tors that may globally influence your business.

Farmers are in general highly expe-
rienced in agricultural techniques 0
and procedures, but marketing re-

quires learning new skills, new techniques
and the capability to access new sources of
information. Getting marketing skills will con-
tribute to run farms and agro-business more
profitably.

During the past decades, the marketing ap-
proaches have changed dramatically.

In particular, in the last few years, economic,
social and cultural factors have shaped new
marketing opportunities and challenges.
These factors refer to a large range of inter-
linked evolutions that go from the digital revo-
lution to the globalisation processes, includ-
ing also the development of disintermediation
solutions in the delivery of products/services,
increased access to information, better envi-
ronmental consciousness of customers and
more empowerment of consumers, to men-
tion just a few.

Let’s have a look on the evolution of the mar-
keting ideas, from “old” to “new” concepts.

The Product Concept. Marketing focused on
the product and the companies concentrated

their efforts on making a “better” product. The
definition of “better” was based on internal
standards and values. The mousetrap in this
approach is that “a new or improved product
will not necessarily be successful unless it's
priced, distributed, advertised and sold
properly” [4].

The Marketing Concept. This concept
emerged in the late 1950’s - early 1960’s
and shifted the focus of marketing from the
product to the customer. The approach is not
finding the right customers for your products,
but “the right products for your customers”.
This concept developed the marketing mix
and the “four P’s” approach, as they become
known: product, price, place (distribution
channels) and promotion. These issues will
be further discussed and detailed at Module
2.

The Holistic Marketing Concept.
More recently, it was becoming evi- 0

dent that a broader strategic mar-

keting concept was required. Therefore, a new
shift started to emerge, focusing on the firm’s
external environment. That is to say that it is
necessary to know the customer in a global
context that includes not only the competition,
but also the government policies and regula-
tions, as well as the wider economic, social
and political macro forces that influence the
markets  evolution.  Holistic  marketing
acknowledges that “everything matters in



marketing and that a broad, integrated per-
spective is often necessary” [4].

The supply chain is a long channel stretching
from raw materials to the finished products
delivered to final consumers. Most farm out-
puts require additional processing, packaging
and other intermediary services, in order they
are in fact useful to the consumers.

Products are highly perishable and are not
standardised by size or quality. They are vari-
able in quantity and quality over the year and
often produced far from centres of consump-
tion...

... it looks like that the needs of farmers and
consumers appear as almost being opposite,
as illustrated in the following figure.

One of the keys to success is to know:
WHO are your customers?

WHAT are their needs and priorities?
WHAT are they

looking for?

FARMERS’ NEEDS

&~ Products to be sold at
the highest possible
price

&~ Production to be sold
regardless of quality

&~ Sales to be made as
close to the farm as
possible

&~ Products to be sold
immediately after har-
vest

&~ Products to be sold
without any packaging

&~ Products to be pur-
chased at the lowest
possible price

¥~ To purchase only the
highest quality possible

&~ Purchases to be made
as close to home as
possible

&~ Products to be availa-
ble throughout the year

%~ Products to be availa-
ble in packs if required

Source: Adapted from ProudFarmer Project (2010),
Methodological Training Tool in Marketing, 1. Mar-
keting of Local and Typical Products, 1.1.First Princi-
ples of Marketing [5]

Each operator captures only a certain per-
centage of the total value generated along the
supply chain. To increase the farmers’ share
of consumers food expenditure will depend
on:



Providing services currently performed by
other operators downstream in the supply
chain, for example by processing farm outputs
or selling directly to the public;

Contributing to improve the supply chain effi-
ciency, for example by reducing buyers’ costs,
or by meeting buyers’ specific requirements,
that otherwise would not be satisfied.

Running a farm or a small agro
business is not simply producing

and hoping that customers will come

to buy. Customers will pay for what they want
and not necessarily for what you might want
to sell them.

Good ideas alone will not guarantee success.
So, start thinking differently! Be customer
driven and market focused!

As a first step, we propose you an exercise.

We propose you to go to your local
store/supermarket and:

1. Make a list of the available fresh
fruits and vegetables.

2. Behave as a “consumer” and proceed pur-
chasing, as if this was your weekly shopping
of everyday items.

3. Write down a list of the needs/reasons,
which pushed you to buy a specific product

and, in case of more than one choice for the
same class of products, make a list of priori-
ties, which led you to select those specific
ones.

After shopping is finished:

1. Analyse the goods that you produce in
comparison to the list of needs/reasons and
eventual priorities, which led you to select the
specific products you have purchased in the
supermarket. Classify your own products ac-
cording to your list of needs/reasons and pri-
orities.

2. Analyse the products you have bought in
comparison with the products that you pro-
duce and make a list of the differences - ap-
pearance, price, packaging, labelling, added
value, communicative decorations, further
services provided, etc..

3. Analyse all your lists and identify prospec-
tive changes in your products to fill gaps of
quality, needs/reasons and priorities, which
would lead you to buy the supermarket prod-
ucts rather than yours.

At the end of the exercise you will be able to
answer to this question:

Are there margins of improvement for your
products, in order they are more appealing for
your current consumers and are able to at-
tract new consumer categories?
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Learning objectives/outcomes

*

*

*

*

This unit will help the reader to un-
derstand:

What is a strategy and what are
generic types of strategies;

The role of strategic planning and how stra-
tegic planning is carried out;

The relationships and the differences be-
tween the overall business strategic plan-
ning and marketing planning.

Upon successful completion of this unit, the
reader will be able to:

Be familiar with 3 types of generic strate-
gies;

Describe the process of strategic planning;

Differentiate between business planning and

Estimated duration

The estimated learning duration for
this unit is 90 minutes.

marketing planning.

Summary

Strategy can be described as a decision-
making process that acts as a unifying ele-
ment indicating the direction for the actions of
an organisation, to achieve defined objec-
tives. Companies may adopt many different
strategies, depending on their objectives and

resources and their external environment.
Porter has successfully organised possible
approaches into three generic types of strate-
gies: overall cost leadership, differentiation
and focus.

The strategic planning process includes the
definition of the business mission, the analy-
sis of external opportunities and threats and
the assessment of internal strengths and
weaknesses; based on the analysis of the ex-
ternal and internal environment, business
goals are established and the strategy is tai-
lored. Furthermore, a business plan should be
outlined for the implementation of the strate-
gy. Supporting mechanisms to get feedback
and control along the plan implementation
should also be designed.

Market strategic planning is a principal com-
ponent of the overall business planning. A
marketing strategy sets target markets and a
marketing mix. It is a "big picture" of what a
company will do in the market, in order to gain
a competitive advantage. A marketing plan is
a detailed breakdown of the marketing strat-
egy, outlined for operational implementation
of the strategy.
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“Goals indicate where a business
wants to go; strategy answers how to

get there” [4]. 0

Strategy can be described as a decision-
making process that acts as a unifying ele-
ment indicating the direction for the actions of
an organisation, to achieve defined objec-
tives.

Strategy can also be compared to the captain
on the bridge of a ship, sailing to a certain
harbour. The captain is constantly scanning
both the horizon and the immediate surround-
ings and adjusting the course, possibly taking
the ship into another direction if a storm ap-
pears or if an object is obstructing the path.

All companies have a strategy, either explicit
or implicit. An explicit strategy is developed
through a structured planning process, while
an implicit strategy results from the various
firm“s activities. There are however relevant
benefits in adopting an explicit process for
formulating the strategy, to safeguard that the
company efforts are coordinated and directed
to accomplish a specified set of goals.

A formal strategic planning process would ask
guestions that are of general concern to your
business and should provide an organised
way to answer them: What is my business

doing now? What is happening in the envi-
ronment? What should my business be doing?

For instance, in the scope of the strategic
planning process, companies should review
and identify if there are opportunities for im-
proving their performance. Ansoff [1] defined
a very useful framework for detecting mar-
ket/product opportunities:

Product

Present

Product
Development

Market
Penetration

Market

% Market

~4 Development Diversifation

Source: Ansoff, | (1957), Strategies for Diversification, Har-
vard Business Review

Consider the hypothetical case of NiceFarm,

currently producing blackberries. Which

growth and diversification options could be

adopted by NiceFarm?



Market-Penetration. This option is addressed
to gain more market share with the current
products, in the current markets. There are
three major possibilities. If most of the cus-
tomers are buying on an infrequent basis, the
company could demonstrate them the bene-
fits of consuming blackberries more regularly
(e.g. due to their healthy characteristics). An-
other option could be trying to attract buyers
from the competitors, to switch to NiceFarm
blackberries, exploiting possible weaknesses
of the competitors’ products or marketing ap-
proach (e.g. lower quality, smaller size, higher
prices). A third possibility would be to attract
non-consumers of blackberries, considering
that there are still many persons that do not
eat those fruits.

Market Development. This approach is envis-
aged to look for new markets, with the current
products. If Nicefarm has been selling black-
berries only to consumer markets, it could try
to sell, for instance, to business markets (e.g.
restaurants, catering companies). Secondly,
Nicefarm could look for additional distribution
channels; if currently it is selling only within
supermarkets, it might try selling in farmers
markets or through the Internet. Thirdly, the
company could try to sell in new locations, in
the domestic market, or exporting; if it is cur-
rently selling only in its own region, could ex-
pand to neighbouring regions or abroad, to
other countries.

Product Development. This option is designed
to incorporate new product developments.
Nicefarm could change and improve the
blackberries attributes, shifting from conven-
tional production to organic production. If ap-
plicable, could obtain a Protected Designhation
of Origin, or a Protected Geographical Indica-
tion, adding value to the existing product. Fi-
nally, considering that the packaging is also
part of the product, creating a new package
concept, more convenient and appealing for
final consumers, could also be implemented,
as part of the product development approach.

Diversification. This approach is appropriate
when new opportunities can be identified out-
side the present business scope, including
new products and new markets. Nicefarm
could look for new products having technical
or marketing synergies with its current pro-
duction (e.g. it could start growing goji berries,
in addition to blackberries). The company
might search also for new products and mar-
kets that require different skills and technolo-
gy, and that can be appealing to its current
customers and new consumers (e.g. Nicefarm
could start producing blackberry jams or lig-
uors).

The essence of formulating competi-
tive strategy is relating a company to
its environment [5].

O
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Companies may adopt many different strate-
gies, depending on their objectives and re-
sources and their external environment. Por-
ter [D5] has successfully organised possible
approaches into three generic types of strate-
gies:

Source: Porter, MLE. (1980), Competitive Strategy

Overall cost leadership strategy. The company
achieves the lowest production and distribu-
tion costs and is able to sell at prices lower
than the competitors, wining market share.
Putting the emphasis on efficiency, this strat-
egy usually requires scale, therefore is more
frequently adopted by large firms, because
small businesses do not have the required
resources. “Whether a cost leadership strate-
gy is sustainable depends on the ability of an-
other competitor to match or develop a cost
base than is lower than the cost leader” [8].

Differentiation strategy. The business concen-
trates on achieving superior performance,
through a product or service that provides
unigue attributes that the customers perceive
to be better or different from the competitor’s
offer. Ideally the company differentiates
along several dimensions (e.g. quality, cus-
tomer service) and the value added by the
unigueness of the product or service may al-
low to charge a premium price for it. It must
be however stressed that “the differentiation
strategy does not allow the firm to ignore
costs, but rather (that) they are not the prima-
ry strategic target” [5].

Focus strategy. The business focuses on one
(or more) narrow market segments and fol-
lows either cost leadership or differentiation
within that specific target segment. This can
be also named as a niche strategy, as it is
based on the principle that the company is
able to better meet the needs of a selected
narrow buyers group, than the competitors,
who operate more broadly.

The business strategic planning process in-
cludes several steps, which are summarised
in the figure below: the company should de-
fine its mission and evaluate its external envi-
ronment (opportunities and threats) and in-
ternal conditions (strengths and weaknesses);
after that it will be able to take decisions on



the objectives and goals to be reached (for a
given planning period). The next step is tailor-
ing a strategy to achieve the goals estab-
lished.

Once a business strategy is developed, sup-
porting tools should be prepared for carrying
out the strategy. A business plan (or pro-
gramme) should be outlined and implement-
ed, as well as monitoring and control mecha-
nisms to follow up if the business plan is
heading in the right track.

Source: Philip Kotler, Kevin Lane Keller (2012), Mar-
keting Management [4]

In the opening chapter of this learning tool
emphasis was put on the advantages for
farmers and small agro-businesses to adopt
the holistic marketing concept and a market
oriented approach.

In this scope it is necessary to understand the
relationships between the overall business
strategic planning and marketing planning.
The marketing area should supply information

and strategic recommendations to support
the broad strategic business planning pro-
cess. That is to say that “the first step in the
business planning is the marketing step,
where the target market and product position-
ing (...) are defined and sales goals and need-
ed resources are established” [4].

In addition to the broad business strategy and
plan, a specific marketing strategy and opera-
tional plan should also be outlined, to allow
the fine tuning of marketing objectives, prin-
ciples and tools
that will guide the
company in the
target  markets.
These issues will
be further dis-
cussed in Module
2 that focuses on
the Marketing
Mix, one of the
key concepts in
marketing theory.

A marketing strategy in general sets target
markets and a marketing mix. It is a "big pic-
ture" of what a company will do in the

market, in order to gain a competitive
advantage. A marketing plan is a de-

tailed breakdown of the marketing strategy,
outlined for operational implementation of the
strategy.
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Case Study 1. SJM. LAZAROU LTD
Aromatic Herbs & Essential Qils

Company Profile

Mrs Yianoulla is a botanologist and she rou-
tinely gives TV presentations about herbs, es-
sential oils and their great medicinal values.
She started the herb farm about 15 years
ago, close to her home village, Korakou and
today she owns one of the biggest herb farms
in Cyprus. Korakou is a fairly remote village
about 4 km off the main Nicosia-Troodos
road, close to Evrichou. Today, she is helped
in the business by her family, with the busi-
ness side of the operation managed by her
son, Mr Filaktis Lazarou.

In an area of 3 hectares Mrs Yianoulla culti-
vates a range of more than 50 medicinal
herbs, which are transferred to the company's
own small processing unit and made into
herbal teas and essential oils. Its production
will soon expand as a new rented area will be
planted so as to meet growing demand. She is
regarded as one of the highly specialist herbs
distillers although she insists on using tradi-
tionally simple distillation apparatus. A variety
of herbal teas are packed in attractive, air
tight packaging following traditional drying
processes where herbs are left to dry naturally
in shaded and well aerated rooms. Additional-
ly, a broad range of organic essential oils are
available in retail bottles. Specially blended

essential oils, with olive oil as a base ingredi-
ent, are prepared for use as medicinal reme-
dies and spa treatment oils. Among its essen-
tial oils product line, the company also distills
herbs that are grown in the wild such as pine
and cypress, harvested under permission
from the local authorities.

Healing powers of Cyprus herbs

In a highly organised herb farm where all
herbs are hand-picked under the experienced
eyes of Mrs Yianoulla Lazarou, one can find
the ultimate freshness, taste and aroma of
the Cypriot herbal treasures. The place of the
farm, its relatively small and manageable size
and the dedicated care and attention given by
Mrs Yianoulla and her family, are the key fac-
tors in achieving products of distinct quality,
rich in their natural attributes. Over 70 loose
leaf herbal teas are available to meet all con-
sumer demands for taste and medicinal
properties.

Mrs Yianoulla also guides interested visitors
via educational tour in her herb farm and un-
cover the secrets of herbs and essential oil
processing and their associated attributes.

S.J.M. LAZAROU LTD focuses on “niche” mar-
ket. Most of the company’s products are re-
tailed through selected pharmacies in Cyprus.
The many years of involvement in the herbs
business and the fame that Mrs Yianoulla ac-
quired through her TV presentations, has



made her products highly appreciated by con-
sumers. She proudly claims that no longer
does she have to chase for customers, rather
the customers look for her products.

Following years of research, a new line of
business has recently been launched involv-
ing the production of a range of herbal cos-
metics and facial creams.

Case Study 2: KIBYK LTD - Cyprus
Superfood Ecofarming LTD

Company Profile

Cyprus Superfood Ecofarming LTD was estab-
lished officially in 2013 and is an innovative
specialized group of small-scale farmers, who
united their love for nature by cultivating su-
perfoods on their land. The organic superfood
farms are located in the mountainous areas
of Cyprus, especially on Mount Troodos.

The total area of cultivated land is 3 hectares
and soon will be extended to 4.5 hectares. In
these areas varieties of berries are growing -
such as goji berries, aronia, blueberries - with
great care and attention. Recently new culti-
vations have joined the range of varieties, like
those of raspberries, blackberries and cran-
berries.

Small is Beautiful especially when Smart-
Farming deals with organic Superfoods

The reason Cyprus Superfood Ecofarming LTD
promotes the production of Superfoods in a
manageable land size is for the cultivations to
have the required care and attention. This dif-
ferentiation strategy ensures the uniqueness
and quality of the farmer’'s group products,
which in the future will strengthen the brand-
ing strategy.

This Smartfarming approach by Cyprus Super-
food Ecofarming LTD preserves biodiversity
and meets consumer demand for higher-value
foods. At the same time it provides sustaina-
ble business opportunities for small-scale
farmers.

Until today, Cyprus Superfood Ecofarming LTD
is moving up in the market with fresh and
dried superfoods, jam and herbal tea. In
2014, the processed products (goji berry jam
and aronia tea) were successfully placed in
the domestic and foreign markets, especially
in Greece.

The vision of Cyprus Superfood Ecofarming
LTD is to develop the summary of small-scale
farmers into a total producer, where the indi-
vidual interest of each member is obtained
through the collective approach and vice ver-
sa. Its umbrella brand will ensure the high nu-
tritional value of its products, as a result of
respect for the environment and human be-

ing.



Small, specialized and beautiful

Cyprus Superfood Ecofarming LTD focuses on
a “niche” market and develops a differentia-
tion strategy, by investing in organic certified
superfood products.

The strategy of Cyprus Superfood Ecofarming
LTD is based on the approach summarised
hereafter.

Dissemination of information to improve the
sale of superfoods. This involves giving con-
sumers more information about the benefits
of eating superfoods.

Certification to guarantee the quality and
safety of products. Standard certification
gives a seal of authority that is more reliable
than a storyline in the advertising or on the
package.

Development of trust between the producer
and the consumer, by having the name of the
producer in each product. By this way the
consumer has the opportunity to specifically
identify the producer.

Connection with the consumers by developing
more distribution channels for buyers conven-
ience. Besides providing more specialized dis-
tribution channels activities with the custom-
ers are also set up. These activities are relat-
ed to health and safety issues and include:
Farm visits. When consumers visit a sustain-
able farm, they see how organic superfoods

are produced and this can strengthen their
trust. Informal meetings and events to dis-
cuss or develop issues of common interest,
such as yoga sessions, or cooking classes us-
ing the company’s products.

Case Study 3: KLEOPAS pomegranates
Company Profile

KLEOPAS pomegranates started operation in
the production of pomegranates in 2006, and
from then displays a remarkable work. The
final product, genuine fresh pomegranate
juice without preservatives, presented in the
Cypriot market, reasonably characterized as
an innovative product.

13 hectares of pomegranates were cultivated
in the beginning in selected communities of
Limassol-Cyprus, producing 15-25 tons per
hectare. Then, the total area of plantations
was increased, as well as the total production.
Currently the cultivated area amounts to 23
hectares, producing 25-30 tons per hectare.

Innovation in SmartFarming prac-
tices

The plantation consists of two different kinds
of pomegranates varieties named “wonder-
ful”, that are considered suitable for juicing.
Kostas Kleopas went a step ahead in manu-
facturing by constructing an innovative treat-
ment plant for pomegranate juice, which was



supported by European funds under Axis-
LEADER of the Rural Development Program
2007-2013. The new processing unit was de-
signed according to European standards, in
compliance with health and safety rules and
is staffed with modern machinery, resulting in
increased yield of the product, while providing
less energy consumption and increased envi-
ronmental protection.

The principal activities of KLEOPAS pome-
granates are divided into the following stages:
Collection of pomegranates - Processing -
Packaging-Labelling - Sales/Distribution.

KLEOPAS pomegranates follows the business
differentiation strategy because its juice con-
tains 100% fresh pomegranate and until to
date is the only type of this kind of product, in
Cyprus.

1. Considering Porter's theory,

please indicate the type of business
strategy adopted by the "smart" agro-
producers, presented in the case studies.
Which are the common main principles
adopted by the agro-producers?

2. Taking each case study separately please
exemplify how the strategy was implemented.
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Learning objectives/outcomes

Following the successful completion
of Unit 2, the learner should have fa- .
miliarized with the terms of strategic

plan and marketing plan. In this Unit, it is cru-
cial for the learner to gain knowledge of how

to plan and evaluate both a strategic plan and
a marketing plan.

Upon successful completion of this Unit the
reader should be able to:

+ Define agribusiness mission and vision.

+ Analyze the external and internal environ-
ment (SWOT analysis and Market Research
- different methods and tools).

+ Set goals and objectives (for the planning
period).

+ Build a business plan.

+ Create a marketing strategy and a market-
ing plan.

In order to successfully complete this Unit, the
authors will provide to the learner the follow-

ing:
¢ An introduction to business planning.
+ A suggested structure of a business plan.

+ External learning sources.

+ A case study.

Finally, this Unit includes an exercise related
to the construction of a simple business plan.

Estimated duration

The estimated learning duration for
this Unit is 180 minutes.

Summary

As in any other business, in agribusiness, vi-
sion and mission statements can help in de-
fining the purpose of a venture, its goals, and
the path to be followed, in order to succeed,
as well as guiding the policies and conduct.
Vision statements declare what an agribusi-
ness aspires to be, with an emphasis on the
future of the operation. Mission statements
outline the purpose of the business, its cus-
tomers, stakeholders, and services rendered.

One of the most important documents for any
business is their business plan. It is common
practice for consultants, lenders, potential
business partners, and other business-
associated individuals to request a business
plan to make a more informed decision con-
cerning their relationship with a business.



Some commonly used tools for a successful
business plan are SWOT analysis, Porter Anal-
ysis and Market Research.

Moreover, a marketing plan is either a prod-
uct specific, or a market specific, or even a
company-wide plan that describes activities
involved in achieving specific marketing ob-
jectives within a set timeframe. In addition the
marketing strategy is an organization's strate-
gy that combines all of its marketing goals in-
to one comprehensive plan. A good marketing
strategy should be drawn from market re-
search and focus on the right product mix in
order to achieve the maximum profit potential
and sustain the business. The marketing
strategy is the foundation of a marketing plan.

Agribusiness mission and vision -
Goals and objectives

As in any other business, in agri-
business, vision and mission statements can
help in defining the purpose of a venture, its
goals, and the path to be followed, in order to
succeed, as well as guiding the policies and
conduct. Vision state-

ments declare what an

agribusiness aspires to

be, with an emphasis

on the future of the op-

eration. Mission state-

ments outline the pur-

pose of the business, its customers, stake-
holders, and services rendered [1].

A vision statement for a company or organi-
zation focuses on the potential inherent in the
company's future, or what they intend to be.
While a vision statement might contain refer-
ences to how the company intends to make
that future into a reality, the “how” is really
part of a mission statement, while the vision
statement is simply a description of the
“what,” meaning, what the company intends
to become. There are “Short Vision State-
ments” and “Long Vision Statements” de-
pending on the company profile [2].

Writing a good vision statement isn't

difficult. Think about what an agri-

business does and what, in an ideal

world, a Smartfarmer would like to achieve
and how would it be appeared to the outside
world. Consider the services and attributes
that this company provides, then imagine how
it would be if it provided the very best version
of them possible. List those visions, and in-
corporate them into a brief statement that
gives a good overview of the kind of image it
should represent.

A carefully crafted vision statement can help
in communicating the company's goals to
employees and management in a single sen-
tence or a few concise paragraphs. While a
well-thought-out statement may take a few
days or weeks to craft, the result will be a tool
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that helps inspire strategic decision making
and product development for this agribusi-
ness for years to come.

According to a study that appeared in the
Harvard Business Review, up to 70 percent of
employees do not understand their company's
strategy. Failure to understand your compa-
ny's position can lead to poor decision making
at all levels of an organization. For that rea-
son, the first step toward crafting a vision
statement is to take a careful look at where a
company stands its place in the industry and
the realistic goals for the intermediate and
long term.

Vision statements are aspirational; they lay
out the most important primary goals for a
company. Unlike business plans, vision
statements generally don't outline a plan to
achieve those goals. But by outlining the key
objectives for a company, they enable the
company's employees to develop business
strategies to achieve the stated goals. With a
single unifying vision statement, employees
are all on the same page and can be more
productive [3].

In some cases, vision statements are a chal-
lenge for many people because they aren't
sure what form the statement is supposed to
take.

¢+ A typical corporate or company vision
statement will be brief and succinct; it will

say a lot in just a few words, so those
words must be very carefully chosen.

¢+ The key to a good vision statement is to
think of things in a long-term, broad sense,
without sounding generic.

+ If you are too specific, you will limit your
vision and it won't be applicable ten years
down the road: for example, if the current
goal for your business is to move into a
larger building, that's a vision for the future
but it's not the vision for the future of your
entire business. It's too narrow in focus.

+ On the other hand, if you say that you want
to achieve success - well, any business in
the world could say that. It's too generic.
The best statement will be clear about
whom you are as a company as well as
whom you wish to become.

Understanding your goals and being
able to state them clearly is the first
step toward making them happen.

A mission statement is a key tool that can be
as important as a business plan. It captures,
in a few succinct sentences, the essence of a
business's goals and the philosophies under-
lying them. Equally important, the mission
statement signals what a business is all about
to its customers, employees, suppliers and
the community [4].



The mission statement reflects every facet of
a business such as the range and nature of
the products it offer, pricing, quality, service,
marketplace position, growth potential, use of
technology, and the relationships with its cus-
tomers, employees, suppliers, competitors

and the community.

“Mission statements help clarify
what business you are in, your goals
and your objectives” [5]

External and internal environment

One of the most important documents for any
business is their business plan. It is common
practice for consultants, lenders, potential
business partners, and other business-
associated individuals to request a business
plan to make a more informed decision con-
cerning their relationship with a business [6].
Some commonly used tools for a successful
business plan are SWOT analysis, Porter Anal-
ysis and Market Research.

of the firm’s Strengths, Weaknesses, 0
Opportunities, and Threats. This is

used to draw focus on what the firm does well
and what it may be able to do to take ad-
vantage of emerging market opportunities.
Performing a SWOT analysis, lays the founda-

tion for the business plan. Four separate
SWOT analyses should be performed, each

SWOT Analysis: A systematic review

related to one of the
four functional areas
of management:
marketing,  produc-
tion/operations,  fi-
nances, and human
resources.

Regarding strengths,
all the benefits of the holding should be not-
ed, such as:

Strengths

+ The organizational structure: The organiza-
tion of an enterprise is necessary in order
to present the bases for its proper and effi-
cient operation. By creating an integrated
plan, all business functions can be imple-
mented, roles and distinct functions can be
differentiated, high performance can be
achieved and finally, conflicts and incon-
sistencies in the operation of various de-
partments can be avoided.

+ The vertical integration of production: Min-
imizing dependence on others, whether
suppliers or customers, should be an ob-
jective for any business. In this way, a bet-
ter organization and maximum efficiency
are achieved, as well as improvement of
economic ratios. Meanwhile, Smartfarmer
enjoys the surplus value arising from pro-
cessing but also part of the commercial
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profit, which he loses when he remains ex-
clusively in the primary sector.

The innovative action (new products, inno-
vative packaging etc.): Innovation is a fac-
tor that creates surplus value. Innovation
may refer to the manufacture of a product,
the introduction of a change in a classic
product, the application of new packaging
or even the change of the label. Anything
new, easy to use, efficient or even more at-
tractive is an innovation that the Smart-
farmer is asked to identify and implement,
either alone or in partnership with others,
in order to achieve economies of scale.

Environmental protection (organic farming,
organic food etc.): Ecological conscious-
ness (thinking green) is a key factor for de-
cision making both for businesses and
consumers. The recyclable packaging, the
application of environmental standards,
taking recycling measures as the reuse of
materials, as well as (eco) friendly produc-
tion methods are challenges to be faced by
Smartfarmer.

The comparative advantages (place of in-
stallation, certified food products, products
of designated origin): The location of a
business can be a competitive advantage
for many reasons. One of them is access to
transportation or the existence of adequate
infrastructure or even access to abundant
and cheap labor. Another reason is possi-

bility of producing products of origin (PDO,
PGl etc.), which increase the Smartfarmer’s
income.

Differentiation: The ability of a company to
differentiate is an important factor for a
successful business. In the same way,
Smartfarmer must have structures in order
to produce differentiated products. These
products should be diversified both by type
or form and during their packaging. For ex-
ample, the ability of Smartfarmer to
change production in a short time is an im-
portant adaptability element. Moreover, dif-
ferentiation of packaging to a small (retail)
as well as a professional one is a form of
diversification that improves the flexibility
of Smartfarmer.

Low production cost: It is clear that the
ability to reduce production costs is a
strong point for any business and conse-
quently for each Smartfarmer. The reduc-
tion in production costs is a tool to improv-
ing pricing policy and therefore a competi-
tive advantage over others.

Similarly, all possible weaknesses should be
recorded as well, which are the strong points
of competition.

+ The lack of organization: Failure of Smart-

farmer’s organization may lead to failure to



meet the targets set, to productive re-
sources’ waste without corresponding out-
puts and to failure of the business effort.

The non-vertical integration of production:
The lack of integrated production increases
dependence of Smartfarmer on third par-
ties, for both sourcing and disposing of his
products. At the same time, it increases
the risk of instability of the final product,
because of changing production methods,
which affects the quality and final grade of
consumer satisfaction.

The lack of innovation: A product, which is
a copy or recirculation of an existing one,
cannot easily penetrate the markets, espe-
cially when there are companies with a
timeless presence and a recoghizable by
consumers brand name.

The comparative advantages of competi-
tion: The existence of a vertically integrated
competitor in an area with easy access to
transport and cheap labor, fully qualified, is
possible to close the passage of Smart-
farmer to the markets.

Failure to product differentiation: The pro-
duction of a type of product in a package
without benefits depending on the sector,
the season and the market needs, is a ma-
jor weak point.

High cost of production: It is important that
the cost of production remains low, so that

the Smartfarmer can be competitive, but
also flexible, in terms of pricing policy.

+ The existence of a market leader: A strong
player in the market can create unfair
competition, leading the Smartfarmer to
failure due to inability to dispose of his
products or even failure of supply of raw
materials at competitive prices.

In the same way, opportunities and threats
should be recorded, which exist in the eco-
nomic environment.

¢+ The increased and unmet demand for
market goods: When the market is asking
for specific goods, which are not offered or
they are available in limited forms and with
elements of seasonality, then this is an op-
portunity for the Smartfarmer who will be
able to overcome these obstacles.

+ The availability of funding: Easy access to
financial tools, in organized markets, is an
important element to stimulate liquidity,
and hence the growth of each firm.

+ The need for new products: The contempo-
rary consumerist lifestyle creates opportu-
nities for market entry of new products.
Modern marketing is capable of creating
needs to consumers, since the product
available is of premium quality.
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+ The availability of new technologies: Find-

ing and implementing new technologies in
the production process can reduce produc-
tion costs, increase quantity, improve
product quality, make more environmental-
ly friendly the production process and to
improve, generally, Smartfarmer’s position
against competition.

The exploitation of productive opportuni-
ties: Cheap land, diversification in produc-
tion of traditional products and the intro-
duction of new production processes and
products, as a result of globalization, cre-
ates opportunities for each bold Smart-
farmer.

The development of the economic envi-
ronment: The economic crisis is a major
obstacle for the economies of the West,
but for many entrepreneurs (businessmen)
it's a significant opportunity. Falling rent
prices, the shift to traditional goods, the
reduction of labor costs, the reforms aris-
ing, but also the tendency to consume
more primary sector’s goods, are potentials
for each Smartfarmer.

The existence of increased imports from
third countries: The import of cheap goods
from developing countries is possible to
create oppressive conditions for a busi-
nessman, who applies quality standards in

his production, doesn’t employ children,
creates infrastructure and generally follows
policies of healthy competition.

+ The unstable economic and political envi-
ronment: The unstable economic policy,
the continuously changing tax system and
the lack of development policy, do not al-
low to entrepreneurs to plan their produc-
tion and prepare a strategic development
plan.

+ Strong competition: Strong competition can
lead to a price war, which may exhaust
businesses.

¢+ The lack of expertise: The lack of
knowledge on production or on marketing
issues can lead to mistakes and finally to
increased cost estimates, which will lead
the Smartfarmer and his products out of
market.

If considered from SWOT analysis that an
economic activity can become sustainable,
then an analysis on the marketing mix should
be prepared. This analysis should include:



The Porter's Five Forces tool is a simple but
powerful tool for understanding where power
lies in a business situation. This is useful, be-
cause it helps the businessman understand
both the strength of his/her current competi-
tive position, and the strength of a position
he/she is considering moving into. With a
clear understanding of where power lies, you
can take fair advantage of a situation of
strength, improve a situation of weakness,
and avoid taking wrong steps. This makes it
an important part of your planning toolkit.
Conventionally, the tool is used to identify
whether new products, services or businesses
have the potential to be profitable. However it
can be very illuminating when used to under-
stand the balance of power in other situations
[8].

Five forces analysis assumes that there are
five important forces that determine competi-
tive power in a business situation. These are:

¢ Supplier Power: Here the Smartfarmer as-
sess how easy it is for suppliers to drive up
prices. This is driven by the number of sup-
pliers of each key input, the uniqueness of
their product or service, their strength and
control over him/her, the cost of switching
from one to another, and so on. The fewer
the supplier choices there are, and the
higher the necessity for the suppliers' help,
the more powerful these suppliers are.

+ Buyer Power: Here the Smartfarmer evalu-
ate how easy it is for buyers to drive prices
down. Again, this is driven by the number
of buyers, the importance of each individu-
al buyer to your business, the cost to them
of switching from the Smartfarmer’s prod-
ucts and services to those of someone
else, and so on. If there are few, powerful
buyers, then they are often able to dictate
terms.

+ Competitive Rivalry: What is important here
is the number and capability of competi-
tors. If there are many competitors, and
they offer equally attractive products and
services, then they will most likely have lit-
tle power in the situation. On the other
hand, if no-one else can do what the
Smartfarmer do, then he can often have
tremendous strength.
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+ Threat of Substitution: This is affected by
the ability of the customers to find a differ-
ent way of substitute the product and ser-
vices. If substitution is easy and viable,
then this weakens Smartfarmer’s power.

+ Threat of New Entry: Power is also affected
by the ability of people to enter a market. If
it costs little in time or money to enter a
market and compete effectively, if there
are few economies of scale in place, or if
there is little protection for key technolo-
gies, then new competitors can quickly en-
ter the market and weaken others position.
On the contrary if there are strong and du-
rable barriers to entry, then a favourable
position can be preserved and take fair
advantage of it.

Usually the marketing mix and the
4Ps of marketing are used as syno-
nyms for each other. In fact, they are

¢

not necessarily the same thing. “Marketing

mix” is a general phrase used to describe the

different kinds of choices organizations have
to make in the whole process of bringing a
product or service to market. The 4Ps is one
way - probably the best-known way - of defin-
ing the marketing mix.

Product: The main characteristic of an agricul-
tural product is the variety of the primarily
produced good and its particular elements. As
for example are mentioned the size, the col-
our, the scent, its durability and other sensory
characteristics. Moreover, the quality of goods
(both primarily produced and the final prod-
uct) is an important element of marketing.
The size (of the fruit as well as of packaging)
is very important in order to attract the con-
sumer. More specifically, a large fruit is more
likely to attract a consumer. There is, howev-
er, the likelihood that the consumer could
question the quality of it due to its size. Simi-
larly, regarding packaging, household needs
are different related to the needs of the pro-



fessional. Guaranties (contracts, -certifica-
tions) can create strong bonds between the
consumer and the product and thus with the
Smartfarmer. Performances of production
shape trade policy, which supports the name
(brand name). All these create the identity of
the product.

Price: The price of product is not something
specific that concerns only the final consum-
er, but it's the creation of a well-structured
price list. That price list should have the price
(as it results according to competition, de-
mand and production costs) with the discount
policy, the payback period and the conditions
attached to the agreement.

Promotion: The promotion of products is a
complex issue and refers to the presence of
agricultural holding, but also to the sales’
promotion at conferences and events, the
constant presence in magazines and other
printed and electronic media, to support so-
cial activities and to the use of online promo-
tional tools.

Place of sale: The choice of the place of sale
is determined by the selection of channels of
products’ promotion, taking into account the
distribution networks, the maximum geo-
graphical coverage, the diversity and of
course the transfer of goods. More precisely,
the choice of how to promote either at whole-
sale or retail trade is the first business deci-
sion, followed by the selection of promotional

channels, such as supermarkets, mini-
markets, the bench of outdoor markets, elec-
tronic stores etc. The aim of the selection of
distribution channels is also the geographic
distribution of sales’ areas, so as to share the
market risk. The allocation can be done either
at cities level (domestic) or internationally in
markets with different quality characteristics.

“Putting the right product in the right place, at
the right price, at the right time.” E J McCarthy
(1960) [9]

28



Module 1

“Putting the right product in the right place, at the right price, at the right time.”
E J McCarthy (1960) [9]




Marketing research is the process or set of
processes that links the consumers, custom-
ers, and end users to the marketer through
information - information used to identify and
define marketing opportunities and problems;
generate, refine, and evaluate marketing ac-
tions; monitor marketing performance; and
improve understanding of marketing as a pro-
cess. Marketing research specifies the infor-
mation required to address these issues, de-
signs the method for collecting information,
manages and implements the data collection
process, analyzes the results, and communi-
cates the findings and their implications [10].

The success or failure of your agribusiness
will be measured by how well are catered the
needs of the customers. Identifying the mar-
ket and developing a strategy will effectively
serve it [11].

As it was mentioned in a previous section of
this Unit, one of the most important docu-
ments for any business is their business plan.
Hence, in
this section
a simple
@ Worw structure of
) a business
plan is pro-

vided.

"

ANALISYS

1. Title page of a business plan [12]

Business logo: Adding a logo gives a more
professional image.

Type and overview of the plan: Is it a busi-
ness plan, a marketing plan or an Emer-
gency Management and Recovery Plan?

Name: Enter the business owner's name.
Enter multiple names if there are multiple
owners.

Title: The titles of the business owner(s)
listed above. For example: Own-
er/Manager.

Business name: Enter your business name
as registered in your state / territory.

Main business address: Enter your main
business address. This can be your home
address if you are a home-based business
or your head office if you have more than
one location.

Prepared: The date you finished preparing
your plan. This may also be important when
making note of a date for revision.

Revision history table: Detail the changes
made to your plan: (version number,
changes made, person responsible and
date updated).

Communication strategy table: Details of
who and how often the plan will be dis-
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cussed (manager/staff, type of communi-
cation, person responsible and frequency).

Table of contents.

2. Area description - demographic data -
business environment

Analyze any possible advantages and dis-
advantages of the area that the business is
established. Describe of all infrastructures,
the other facilities, the market, the exist-
ence of labor force and the financial condi-
tion.

Search and analyze all demographic data
of the selected area.

Revise the existed business environment.
3. Product description

Describe in details the products and ser-
vices that the agribusiness is going to offer.

Be extremely analytical while writing down
the final products, since this will lead in
choosing the necessary equipment for the
production method. For example, if a
Smartfarmer cultivates blueberries and
wants to sell raw fruit, marmalade and dry
fruit then he/she needs to decide the pro-
duction method, the size of the product,
the label, the storage place, etc. If the
Smartfarmer produces marmalade in jar of
200gr. and jam in plastic cup of 200gr.
then there should be two codes to describe
these two products.

Table 1: Methods separating products

Object Measure type

Type Service - product

Condition Raw - dry - compost

Size Weight - volume_ - big
pack - small size
i _ 1 -

Market Retail HO.RE.CAL.
wholesale

Trade Home market - export

4, Financial Data

A critical point for success is the analytical
description of the financial status of the busi-

Ness.

+ Investment expenditure: Includes the in-

vestment in all necessary equipment, such
as buildings, infrastructure and surround-
ings and of course machinery.

Operating Expenses: Includes all type of
costs needed for a company to operate.
These costs, which are repeated annually,
refer to ground rent, consumables, energy
costs, visibility and promotion costs, staff
costs, interests, depreciations, premiums,
etc.

' Hotel - Restaurant - Cafe



Staff cost: All costs for employees and
payments for human capital should be
counted as annually costs. For example,
production manager, sales manager, pro-
fessional staff, laborers, etc are some of
the employees cost.

Supplies and materials: Packages, labels,
raw materials etc.

Insurance, guarantees, interest rate.
Energy, fuels.

Rent: Includes car, buildings, soil, machin-
ery, etc.

Spare parts.
Payback.

Estimated production: It is estimated for
the determination of annually income. This
requires the syntax of the price list and def-
inition of the discount policy. From this, the
revenue is resulting.

Financial results: When all data recorded,
the financial results can be calculated. This
should indicate whether the business activ-
ity can be viable and which sectors should
be noticed by the entrepreneur.

5. Organization chart
6. Operation
7. Timetable

A marketing plan is either a product
specific, or a market specific, or 0
even a company-wide plan that de-

scribes activities involved in achieving specific
marketing objectives within a set timeframe.
In addition the marketing strategy is an organ-
ization's strategy that combines all of its mar-
keting goals into one comprehensive plan. A
good marketing strategy should be drawn
from market research and focus on the right
product mix in order to achieve the maximum
profit potential and sustain the business. The
marketing strategy is the foundation of a
marketing plan [13].

A marketing plan begins with the identifica-
tion (through market research) of specific cus-
tomer needs and how the firm intends to fulfill
them while generating an acceptable level of
return. It generally includes analysis of the
current market situation (opportunities and
trends) and detailed action programs, budg-
ets, sales forecasts, strategies, and projected
(proforma) financial statements.

A quick and efficient way to create a market-
ing strategy and complete a marketing plan is
presented bellow [14].

1. Executive Summary: Complete the Executive

Summary last, and, as the name implies,
this section merely summarizes each of the
other sections of the marketing plan. The
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Executive Summary will be helpful in giving
to constituents such as employees, advisors,
etc. an overview of the plan.

Target Customers: This section describes
the customers targeted. It defines their de-
mographic profile (e.g., age, gender), psy-
chographic profile (e.g., their interests) and
their precise wants and needs as they relate
to the offered products and/or services. Be-
ing able to more clearly identify the target
customers will help both pinpoint the adver-
tising (and get a higher return on invest-
ment) and better “speak the language” of
prospective customers.

Unique Selling Proposition (USP): Having a
strong unique selling proposition (USP) is of
critical importance as it distinguishes any
company from competitors. The hallmark of
several great companies is their USP.

Pricing and Positioning Strategy: The pricing
and positioning strategy must be aligned.
For example, if a company wants to be
known as the premier brand in the industry,
having too low a price might dissuade cus-
tomers from purchasing. In this section of
the marketing plan, the desired positioning
and the pricing to support it, should be de-
scribed accordingly.

Distribution Plan: The distribution
plan details how customers will
buy the product. For example, will

customers purchase directly or from distrib-
utors or even other retailers. Think through
different ways in which you might be able to
reach customers and document them in this
section of your marketing plan.

Offers: Offers are special deals that are put
together to secure more new customers and
drive past customers back to the company.
Offers may include free trials, money-back
guarantees, packages (e.g., combining dif-
ferent products and/or services) and dis-
count offers.

Marketing Materials: Marketing materials
are the collateral being used to promote a
business to current and prospective cus-
tomers. Among others, they include website,
print brochures, business cards, and cata-
logues.

Promotions Strategy: The promo-
tions section is one of the most 0

important sections of a marketing

plan and details how to reach new custom-
ers. There are numerous promotional tac-
tics, such as television ads, trade show mar-
keting, press releases, online advertising,
and event marketing.

Online Marketing Strategy: Most customers
go online these days to find and/or review
new products and/or services to purchase.
As such, having the right online marketing
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11.

12.

13.

14.

strategy can help to secure new customers
and gain competitive advantage.

Conversion Strategy: Conversion strategies
refer to the techniques being employed to
turn prospective customers into paying cus-
tomers. For example, improving sales scripts
can boost conversions. Likewise increasing
social proof (e.g., showing testimonials of
past clients who were satisfied with the
company) will nearly always boost conver-
sions and sales.

Joint Ventures & Partnerships: Joint ven-
tures and partnerships are agreements be-
ing forged with other organizations to help
reach new customers or better monetize ex-
isting customers.

Referral Strategy: A strong customer referral
program could revolutionize success. For
example, if every one of your customers re-
ferred one new customer, the customer
base would constantly grow.

Strategy for Increasing Transaction Prices:
While the primary goal when conversing with
prospective customers is often to secure the
sale, it is also important to pay attention to
the transaction price.

Retention Strategy: Too many organizations
spend too much time and energy trying to
secure new customers versus investing in
getting existing customers to buy more of-
ten. By using retention strategies such as a

15.

monthly newsletter or customer loyalty pro-
gram, revenues and profits could be in-
creased by getting customers to purchase
more frequently over time.

Financial Projections: The final part of the
marketing plan is to create financial projec-
tions. In your projections, include all the in-
formation documented in the marketing
plan.

While the financial projections will never be
100% accurate, use them to identify which
promotional expenses and other strategies
should give the highest return on investment.
Also, completing the financial projections, will
set goals (e.g., your goals for your referral
program) for which the company should
strive.
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Source: www.entrepreneur.com/article/43018




Efkarpon is a new generation cooperative with
115 business partners. All of them cultivate at
least 0.5 hectares of superfoods (goji berry,
blueberry, aronia melanocarpa or hippophae).

All these partners have tributed approximately
7000 Euro per hectare to build a factory in
order to process their products and get the
added value.

These Smartfarmers decided to do a market-
ing search, fill a business plan, create a mar-
keting mix and finally decide how to invest
their money, how many employees they need
and how to trade their products.

Following the example of Efkarpon, six (6)
more cooperatives have been created during
the financial crisis in Greece showing that a
more technocratic way is necessary in agri-
business in order to succeed in a globalize
economy.

Answer the following questions

Why are you in business? What do

you want for yourself, your family

and your customers? Think about the spark
that ignited your decision to start a busi-
ness. What will keep it burning?

Vi.

Vii.

viii.

Who are your customers? What can you do
for them that will enrich their lives and con-
tribute to their success - now and in the fu-
ture?

What image of your business do you want
to convey? Customers, suppliers, employ-
ees and the public will all have perceptions
of your company. How will you create the
desired picture?

What is the nature of your products and
services? What factors determine pricing
and quality? Consider how these relate to
the reasons for your business existence.
How will all this change over time?

What level of service do you provide? Most
companies believe they offer “the best ser-
vice available” but do your customers
agree?

What roles do you and your employees
play?

What kind of relationships will you main-
tain with suppliers?

How do you differ from your competitors?
Many entrepreneurs forget they are pursu-
ing the same Euros as their competitors.
What do you do better, cheaper or faster
than other competitors? How can you use
competitors’ weaknesses to your ad-
vantage?
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ix. How will you use technology, capital, pro-
cesses, products and services to reach
your goals?

X. What underlying philosophies or values
guided your responses to the previous
guestions? Some businesses choose to list
these separately.

2. Create your own five forces analysis

Write your five forces analysis as shown in the
picture below.
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3. Create a marketing plan by following the steps
described in the table below

Define your
offering

What are
your specif-
ic products
& services?

What is it
about your
offering
that makes
it unique?

Why would
a customer
buy  from
*you*?

Understand
your audience

Who are your
products &
services
aimed at?

What is the
benefit to your
audience?
What do they
need?

Where do they
hang out?

Approaching
your audience

What are the
most effective
ways to reach
them?

How will your
audience en-
gage with you?

What action
do you want
them to take?

[1]http://extension.psu.edu/business/farm/g

uide/planning/starting/statements

[2]http://examples.yourdictionary.com/best-

examples-of-a-vision-statement.html

[3]http://www.businessnewsdaily.com/3882-

vision-statement.html

[4]http://www.entrepreneur.com/article/652
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[5] Rhonda Abrams, The Successful Business
Plan: Secrets and Strategies.

[6] Agribusiness Planning Providing Direction
for Agricultural Firms (2002), Agribusiness
Planning Providing Direction for Agricultural
Firms College of Agricultural Sciences Agricul-
tural Research and Cooperative Extension,
The Pennsylvania State University.

[7]http://www.mindtools.com/pages/article/
newTMC_0O8.htm.

[8] McCarthy, Jerome E. (1960). Basic Mar-
keting. A Managerial Approach. Homewood,
IL: Richard D. Irwin.

[10] Bradley, Nigel Marketing Research. Tools
and Techniques.Oxford University Press, Ox-
ford, 2007 ISBN 0-19-928196-3 ISBN 978-0-
19-928196-1

[11]http://extension.psu.edu/business/farm/
guide/marketing/beginning

[12]http://www.business.gov.au/business-
topics/business-planning/writing-a-business-
plan/how-to-write-a-business-plan/

[13]http://www.businessdictionary.com/defin
ition/marketing-strtegy.html

[14]http://www.forbes.com
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Strategic Planning and Marketing of “smart”
organic agro-foods



Learning objectives/outcomes

This training unit will help you acquire
knowledge about:

The product basic features and .
characteristics

The features of agricultural products

Added value to the product

Product development sequential process
and product life cycle

The packaging and labelling

Estimated duration

The estimated learning duration for
this unit is 60 minutes including the
exercises

Summary

A product is the item offered for sale. A prod-
uct can be a service or an item. It can be
physical or in virtual or cyber form. Each
product has a useful life after which it needs
replacement, and a life cycle after which it
has to be re-invented.

A product needs to be relevant: the users
must have an immediate use for it. A product
needs to be functionally able to do what it is
supposed to, and do it with a good quality.

A product should be adaptable: with trends,
time and change in segments, the product
should lend itself to adaptation to make it
more relevant and maintain its revenue
stream.

A product packaging must be appealing in
order to attract and hold the consumers’ eye
and attention, and serve in an efficient and
functional manner.

A product label delivers your sales message.
Labels also must fulfill your legal obligations.
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A product is anything that can be offered to a
market for attention, acquisition, use or con-
sumption; it includes physical objects, ser-
vices, personalities, places, organisations and
ideas.

Core Product

Basic product and the focus is on the purpose
for which the product is intended.

Total Product (Actual Product)

Translating the list of the core product
benefits into a product that people will buy.
Kotler states that this can involve deciding on

the quality level, product and service features,
styling, branding and packing.

Augmented Product

Additional non tangible benefits that a pro-
ducer can offer.

Feature is a function of an item which is
capable of gratifying a particular consumer
need and is hence seen as a benefit of
owning the item. In business, a product
feature is one of the distinguishing
characteristics of a product or service that
helps boost its appeal to potential buyers, and
might be used to formulate a product
marketing strategy that highlights the
usefulness of the product to targeted
potential consumers.



Core Product

Formal Product

Augmented Product Fea-

Features Features tures
-What is the buyer | -Brand name -Assistance
really buying? -Image -After sales service
-What can this -Quality -Delivery
product or service | _price -Installation
do for the.cus";om- -Outlets -Warranty
er or receiver? . )
. -Personnel relations | -Maintenance system
HITHE el -Package -Insurance
will it help to . .
solve? -Design -Reparability
otc -Styling -Credit terms
' -Colour -Instalments
-Prestige -Leasing
-Availability etc.

etc.

Future Product
Features
-Is the product produced in
an environmental protective
manner?

-Is it safe in use?

-Does the manufacturer
have a decent and moral
respectable image?

-Recycling Status.
etc.

The agricultural products are of dif-
ferent nature than industrial prod- 0
ucts. So the features of products can

be divided in three major types on the basis of
production, marketing and consumption.

1.1. Seasonal production. Most of the agri-
cultural goods are produced only in certain
season. The food crops such as maize, paddy,
wheat etc.; cash crops such as sugarcane,
tobacco, jute and vegetables, potato and
fruits are produced in certain suitable sea-

sons. But some products such as fish, dairy
products, eggs etc. can be produced in all
seasons.

1.2. Scattered Production. Except some
limited goods most of the agricultural goods
can be produced in all parts of a country.

2.1. Perishable products. Most of
agricultural products are of perishable
(could decay or spoil) nature, but they
are not equally perishable within
same duration of time. Some perish
within shorter time and some others
remain usable for little longer. Fish,
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milk, meat, fruits, vegetables etc. re-
main fresh only for shorter time, so
they are quick perishable. Such prod-
ucts should be supplied to market as
quickly as possible. Special cold stor-
age is needed to keep such goods
safe and fresh. Food crops/grains
such as rice, wheat, mustard etc, re-
main usable for relatively long time.

2.2. Bulky products (large size
and/or weight). Most of the agricul-
tural products are weighty and bulky.
So, transport and storage cost rises
higher than the value of these prod-
ucts.

2.3. Quality and quantity variation.
Quality and quantity of agricultural
products become different according
to the productivity of land, season and
climate. The quality of seeds, use of
fertilizers etc. also causes difference
in quality.

3.1. Continuous consumption. Agricultural
products are very important to meet daily
needs of people. So, it is necessary to have
regular supply of agricultural products such as
food grains, fish, meat, milk, fruits etc to sat-
isfy daily demand.

3.2. Inelastic demand. The demand for ag-
ricultural products remains relatively less
elastic. Demand for such products does not
decrease or increase due to rise or fall of
prices. The consumers are compelled to meet
their daily needs at minimum level, even if the
price of agricultural products rises up.

3.3.  Price fluctuation. The price of agricul-
tural products remains unstable. The price of
agricultural products is easily affected by
supply and demand.

A buyer’'s behaviour is very different when
buying goods, articles or services of different
characteristics. The pattern of buyer's deci-
sions and habits in the buying procedure is
very much connected to the nature of the
purchased item.

Adding value to a project often incorporates
an extra element of service or a product. New
product success is influenced by factors,
which include product superiority, economic
value to user, overall project fit, technological
complexity and brand name, and image.

This way, added value can be offered with the
physical product. More added value and high-
er preference level - more independent the
marketer can be in setting price.

Various target groups of customers or receiv-
ers will value different benefits. The marketer



must offer the “individual” relevant product
packet according to values of the target mar-
ket.

These values are elements such as breed va-
riety or welfare in animal production, or even
utilizing packaging, which create convenience
or extra satisfaction, or guarantees for the
end user.

Adding value to the products can be
accomplished in a number of differ-
ent ways, but generally creating val-
ue is done through innovation (one of defini-

tions: Innovation is the process of creating a
product or service solution that delivers signif-
icant new customer value).

Below there are listed some ideas in order to
add value through product innovations and
through process innovations:
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Credence (acceptance

as true or valid) attributes

Information about origin
and producers
Ingredients

Mixes and blends

Palletizing (store or move

by means of pallets)
Cartons

Packaging
Presentation

Service

Differentiation
Promotion

Marketing methods
Channels of distribution
Transport and logistics
Storage
Cooling/refrigeration
Quality assurance

® 6 6 6 6 O o o

® 6 6 6 6 O 6 o o

Healthfulness

Quality

Product form

Variety (e.g. a sort; a type)

Consistency (e.g. thickness or viscosity)
Volumes

Prices

Timing when the product should be
launched in the market

Green/Clean production
Harvest techniques
Cultural practices
Planting materials
Growing season
Certification

Production technology
Labor conditions
Post-harvest handling



The standard approach to optimizing success
is a sequential process of idea generation,
idea screening, concept development, busi-
ness planning, prototype development, mar-
ket test and launch.

Idea generation

Y

Idea screening

4

Concept development

Y

Business planning and evaluation

{
Product development
%
4 Test market
&

Launch

Source: (ProudFarmer, MTTM)

The objective of the idea generation stage is
to maximize the number of ideas available for
consideration.

At the idea screening stage, the objective is to
pursue only those ideas, which appear to
have genuine potential for success.

In the concept development phase, the first
step is to redefine ideas into customer-
oriented benefit and product attribute state-
ments. The resulting concept statements can
then be tested with possible target audiences
using techniques such as focus group meet-
ings and one-on-one interviews.

Data from focus groups and interviews pro-
vide the basis for evaluation of the new prod-
uct business plan.

During the product development phase is very
important to understand the identified specif-
ic customer benefits. Prototypes are produced
during this phase.

The objectives of the test market are to as-
sess in a geographically restricted area, the
performance of the product, when placed
alongside competitive offerings in end user
outlets.

Once a launch decision has been reached,
the question is whether the product should be
introduced on a national or a phased, market-
by-market, basis.
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The product life cycle is a concept that has
attracted marketers for many years. Using the
biological analogy, it is argued that all prod-
ucts are born, introduced to the market, grow
in sales, mature (sales growth stops) and then
decline (sales fall).

Sales rise slowly, probably via small test mar-
keting operation, but development and initial
marketing costs result in negative profits.

If the product “catches on”, there is a period
of rapid growth in sales volume and develop-
ment of profit contribution. This stage involves
distribution and communication of the prod-
uct benefits, and is perhaps the most critical
period of the product’s life. It must be secure-
ly established now and a high reputation for
quality and delivery maintained.

Long stage in the cycle, in which sales grow
slowly or are stable, then begin to decline,
when competition items appear. Profits attain
their peak here, but marketing skills are re-
quired to maintain the product’s position in
the market.

It maybe rapid or prolonged sales decline.
However, an opening of new markets for the

product or a promotional push might give it a
second life and postpone its ultimate expiry.

The most useful feature of the product life cy-
cle is that it enables the marketer to
plan ahead new uses, new product 0
features and new market segmenta-

tions, rather than having to react to them
when they occur.

w12 manage . com

Product {Industry) Life Cycle stages

— Profit

Maturity

Decline

Introduction

—m TimMe

Source: (ProudFarmer, MTTM)

Can be defined as a medium to long-term
plan for lengthening a products life cycle. It is
likely to be implemented during the Maturity
or early Decline.

Extension Strategies include:




¢ Redesigning the Product - New and Im-
proved!

¢+ Adding an extra feature - Now

with...(colour, quality, texture...).

+ Changing the packaging and advertising to
appeal to a NEW Market Segment.

+ Providing a Unique Selling Point (USP)

Packaging is the science, art and technology
of enclosing or protecting products for distri-

bution, storage, sale, and use.

Packaging is supposed to guarantee that on
its way from producer to consumer the prod-
uct in the filled package will not be damaged.
The packing material for transport, as well as
for small packages, must be unused and
should not transfer any unhealthy substances
to the product. Colour prints and typing
should not be on the interior side of the wrap-
ping, shelter or covering paper, and so should
not get into contact with the product. The con-

tents of each filled package require regularity
and unity. As the product’s stage of maturity
should fit the demands of the destination
market, length and duration of the transport
ways, type of transport means (normal or re-
frigerated truck), influences of weather situa-
tions and determined use (immediate con-
sumption or storage) have to be taken into
account.

Product packaging offers companies unique
opportunities to address lifestyle changes as
well as social and political concerns. Compa-
nies often consider using:

+ environmentally friendly packaging

+ packaging that makes social and political
statements
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Attractive, colorful, and visually
appealing packages have
promotional value and can carry
important messages about the

product’s performance.

Package labelling is any written, electronic, or
graphic communications on the packaging or
on a separate, but associated label.

Nutrition Facts

Serving Size 1 cup (228q)
Servings Per Container 2

Amount Per Serving

Calorias 260 Calories from Fat 120

% Daily Valus®

Total Fat 13g 20%
Saturaled Fat Sg 25%
Trans Fat 2g

Cholesterol 30mg 105

Bodlum G60mg 28%

Total Carbohydrate 310 10%
Diclary Fiber Oy 0%
Sugars 5q
~taln 5?

185 - Wit

Labelling on each filled package indicates the
amount and kind of the product, its origin and
marketing characteristics. Furthermore, it en-
ables the identification of the packer and the
sender’s address.

An organic label indicates that a
product has been certified against 0
specific organic standards. The label

carries the name of the certification body and
the standards with which it complies (e.g. EU
2092/91). To the informed consumer, this
label can function as a guide. Certification
bodies evaluate operations according to dif-
ferent organic standards and can be formally
recognized by more than one authoritative
body. The label of a given certification body,
therefore, informs the consumer on the type
of standards complied with during production
and processing as well as on the type of
recognition granted to the certification body.

+ Physical protection

+ Barrier protection

¢ Containment or agglomeration
¢ Information transmission

+ Marketing

+ Security

¢ Convenience

* Portion control



SmartFarmer training material

Three Kinds of Labels

¢+ Brand Label - gives brand name and
trademark or logo

+ Descriptive Label - gives information about
product use, construction, care, perfor-
mance, and other features

¢ Grade Label - states the quality of a prod- #
uct
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Case study

“Skriveru Sweets” Ltd
A family business founded in 2005 Skriveri.

The company's motto is - Combine healthy
with sweet balance!

The owners started sweet candy “Gotina”
(Cow with some sweet attitude) production in
Lizums (Gulbene County) in 1998. In order to
expand business they started also production
in other place Skriveri. Due to closing down
production of Skriveru Food Factory in 2004,
there were available many professionals.

Since the production is very specific and real
“Gotina” recipe can only be performed by
manual labor, then such professional people
is the main value of the company.

The company continuously develops new
products and creates a variety of new flavors.

During an annual international food exhibition
“Riga Food 2013", between representatives
of Latvia, Lithuania, Estonia, Czech Republic,
France, Slovakia and Denmark, the company
won two top awards - gold and silver medals.
They were awarded in the category “Packag-
ing of bakery and

confectionery.”



Candy box “City of Green Land RIGA” includes
Latvian berry truffles with raspberry, black
currant, cranberry, cherry and quince flavors,
complemented by white chocolate. On the
packaging you can read a short story about
Riga. Candy box "Green Land" includes tradi-
tional candy “Cow” and on the packaging is a
touching story about Latvia as green land.
This is a wonderful souvenir from Latvia.

In 2014 National Competition “Best Packag-
ing Latvian 2014, traditionally organized by
the Latvian Packaging Association, has got
recognition for creative and attractive box so-
lutions “Berry Princess” and “With Love”.

Currently the company “Skriveru Sweets” pro-
vides job to about 110 employees.

Questions:

¢+ What are the three major fea-
tures of products based on pro-
duction, marketing and consumption?

+ Please list the ideas, how you can add val-
ue to your product and/or production pro-
cess?

¢+ Why is a package important to product
planning?

+ lIdentify a product at each individual stage
of the Product Life Cycle.

+ Produce a Product Life Cycle, illustrating at
which point an Extension Strategy may be
applied to a product.

+ What are the main functions of product
packaging?

+ What are the three kinds of labels? Which
of them is widely used in your country?

ProudFarmer Project (2010), Methodological
Training Tool in Marketing, 1. Marketing of
Local and Typical Products, 1.3 Product

http://www.consumerpsychologist.com/intro
Product.html

http:

www.learnmarketing.net/product.htm
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Module 2

http://www.businessdictionary.com/definition
/product-feature.html#ixzz3IVORLfYo

http://marketinglord.blogspot.com/2012/06
/features-of-agricultural-goods.html

http://economictimes.indiatimes.com/definiti

on/product

http://www.fao.org/organicag/oa-faq/oa-

fagq3/en/

http://www.oxforddictionaries.com/definition
/english/consistency

https://books.google.lv/books?id=SNOEBAAA
QBAJ&pg=PAG7&Ipg=PA67&dqg=timing+produ
ct+innovations&source=bl&ots=epfRcNPzaO
&sig=0DW79NRTBDT4Ns379Ga8P6kw6cg&hl
=lv&sa=X&ei=i8iqVNq5CoWgyAPbtoCgCA&ve
d=0CHIQB6AEWCA#v=0onepage&q=timing%20p
roduct%20innovations&f=false

http://www.freshconsulting.com/what-is-

innovation/

www.ffa.cccs.edu/.../Value-
Added%20agriculture.ppt

http://www.toolshero.com/five-product-levels-

kotler/

http://www.learnmarketing.net/threelevelsof
aproduct.htm

http://www.thefreedictionary.com/perishable

http://www.slideshare.net/mattbentley34/pr
oduct-life-cycle-notes-exercise
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Learning objectives/outcomes

Upon successful completion of this
unit, you will be able to:
+ Understand what the price is and

how it is formed.

+ ldentify the factors that influence price in
your company.

¢ Calculate the right price for your products.

Estimated duration

The estimated learning duration for
this unit is 60 minutes including the
exercises.

Summary

Accurately determined price is one of the key
factors in determining whether the customer
purchased a product or not, and it is an es-
sential prerequisite for successful marketing
of goods and services. Throughout this point
you will learn the factors that influence price,
the most common pricing strategies and how
you can calculate the prices of your products.

Setting the correct price for your products is a
key process for your success as businessman.
It is not easy, because pricing requires a lot of
information, both internal (from your own

company and production process) and
external (from competitors, consumers, mar-
ket, etc.).

Pricing strategies are long- and medium-term
decisions related to pricing and its modifica-
tion that will allow setting objectives and tak-
ing appropriate decisions related to prices.
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Price is the sum of money for which anything
is bought, sold, or offered for sale. It is the
market value or agreed exchange value that
will purchase a definite quantity, weight, or
other measure of a good or service.

Related to marketing, price is an economic
category and occupies a central position.
Price involves understanding of the nature of
market, supply and demand, market equilibri-
um, buying and selling process, money and
commodity circulation, etc.

Pricing is the method adopted by a firm to set
its selling price. It is difficult to set the price of
products because there are many factors that
have an influence on it. Beyond the intrinsic
value of the product (cost of production pro-
cess, quality, utility, etc.), it is very important
the perception that the client has about the
product, as well as client's needs and desires,
and his/her income level.

¢ Product e Needs
e Others Price e Incomes
Value of the
product Buyer

Adapted from ProudFarmer, 2010

The price consists of the following elements:

¢ Production costs. Expressed as costs,
which are formed from product production
and marketing. This
element is one of
the most specific,
relatively stable and
its inclusion is man-
datory for each
price. It is also one
of the most im-
portant factors and
makes about half of
the price.

+ Profit. The amount realized by selling the
product after taxes and other costs are de-
ducted. It is the value share payable to the
manufacturer.

+ Turnover receivable. Provides commercial
operation of a revolving sphere. Its mission
is to cover the cost of turnover and profits
to the operators (brokers, wholesale and
retail suppliers). That drives up the price by
20% or more.

+ Taxes and mandatory payments. Indirect
taxes by the state (value added tax -VAT,
excise and customs duties)



It is not easy to set the optimal price because
it depends on several factors, some of them
are:

Internal factors

Survival (competition, overcapacity);

Maximize profit (better price);

Accent quality (investments for improving it);

Product sales maximization (reduce cost);

Increase market share (continued product development and implementation)

Company’s ob-
jectives

The maximal price strategy (unique, limitations);

Low price strategy (lower price than competition for the same type of product);
Price volatility strategy (seasonality, product substitutes);

Passive pricing strategy (watching competitors' prices)

Marketing strat-
egy

Fixed and variable costs: production costs, equipment, depreciation, marketing costs, labor

Company costs
pany wages, etc.

e Product specificity and type
Other e Product Life cycle

e Additional services

e Sales volume, etc.

External factors

Market types Monopoly, Oligopoly, Perfect competition...

Competitors’ production costs and prices

Elasticity demand,

Customer motivation and priorities

Brand, image, quality, and reputation of your products
Legislation

Socio-political factors, etc.

Other
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Pricing strategies are long- and medium-term
decisions related to pricing and its modifica-
tion. The company should set a strategy and
adapt it to market situation. Organic pricing
strategies vary between farmers. Some farm-
ers quantify production costs and add a price
margin to assure a reasonable profit margin,
some others price according to local market
prices. Most farmers likely use a combination
of both approaches.

Some common strategies:

¢ Premium Pricing. Use a high price where
there is a unique brand, or the product is a
novelty, or has a high quality. This ap-
proach is used when a substantial compet-
itive advantage exists and the marketer is
safe in the knowledge that he/she can
charge a relatively higher price.

¢ Penetration Pricing. The price charged for
products and services is set artificially low
in order to gain market share. Once this is
achieved, the price is increased.

¢ Economy Pricing. This is a no frills low
price. The costs of marketing and promot-
ing a product are kept to a minimum. Su-
permarkets often have economy brands for
soups, spaghetti, etc. Low price is not al-
ways attractive, it might make the con-
sumer distrust about quality.

¢ Price Skimming. A company charge a high-
er price because it has a substantial com-
petitive advantage. However, the ad-
vantage tends not to be sustainable. The
high price attracts new competitors into
the market, and the price inevitably falls
due to increased supply.

Don Hofstrand, the co-director for the Ag Mar-
keting Resource Center at lowa State Univer-
sity Extension, stresses three factors to con-
sider when deciding on a pricing strategy:

. Consider the cost of producing and marketing

your product, which is the minimum price you
should set for your product.

. Consider what the buyer is willing to pay. Talk

to consumers about what they’re getting and
what they will pay, while explaining your costs.
Try and negotiate what is reasonable for both
parties.

. Consider competitors’ prices by looking at

market prices at venues similar to those you
will use.



Case Study: Sociedad Cooperativa
Virgen de la Estrella (Virgen de la
Estrella Cooperative Society)

Virgen de la Estrella Cooperative Society, was
created in 1963 by a few farmers of Los San-
tos de Maimona, a small village located in the
south-west of Extremadura. It is nestled in a
natural setting of incomparable beauty, be-
tween the regions of Tierra de Barros and
Matanegra, and crossed by Via de la Plata.
The soils collected not only a great cultural
and historical heritage but also the right con-
ditions to offer products of the highest quality
to their customers. They have native varieties
of olive (Morisca) and grape (Eva), that enable
them to produce Extra Virgin Olive Oil and
Wine with its own unique characteristics that
have made them won many awards over the
years.

But local and regional market is limited for
this traditional and common product in this
area and they have had to seek other alterna-
tives to find the best price for other product
varieties.

The new collection of Maimona textures from
Virgen de la Estrella Cooperative launched in
2013, has four top quality oils limited edition,
three of them are mono varietals -arbequina,
Seville chamomile and morisca- and fourth
from ecological agriculture. A top quality is
derived from the dual process of selection
which the oil is subjected: first choosing the
best field olives and second by demanding
quality control (organoleptic characteristics of
the product and chemical composition). Fur-
thermore, the end storage without oxygen
guarantees the preservation of their property,
which remain unchanged from day one.

The range stars are Maimona textures Re-
serve and Eco Maimona textures obtained
from olive trees of the native Moorish variety
which is grown only in the southern of Extre-
madura, many of which were planted after the
Reconquest of the Muslims in the Peninsula.

From the combination of both factors you can
obtain an intense and balanced oil with hints
of green apple and a soft and velvety after-
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taste. Its shocking labeling combines a mod-
ern look with traditional packaging as the Dor-
ic bottle 500 ml. or 1 liter tin. Each bottle
seeks to break the prejudice of the gourmet
oil as expensive and minimalist. It comes
Maimona textures to satisfy those who are
seeking originality in the kitchen at a premium
price for a special and unique touch to any
dish.

Pricing takes place in several stages. First of
all is necessary to set our pricing goal (could
be gain market share, increase profits...).
Then is needed to analyze: the demand (its
sensitivity to price changes), the production
costs and our competitors; it requires internal
information (costs, production and supply vol-
umes, revenue and profit margins) and also
external (product, market and competitors,
demand / supply). With all this information we
will choose a pricing method and identify the
factors that affect prices to finish setting the

price of our products.

Pricing methods based on costs. In
practice, the main consideration is
that the price of goods should be

such that it could compensate for any given
costs and provide an income for the company's
normal operations. The following cost concepts

are distinguished:

¢ Fixed or indirect costs (FC), they are not
directly related to the volume of production
(administrative size, rent, mission, etc.).

¢ Variable or direct costs (VC) associated
with production volumes. If there is no pro-
duction, no direct costs.

¢ Other planned cost (technology acquisition,
advertising).

¢ Total costs (TC) which are the sum of
above costs.

A basic method for pricing based in produc-
tions costs is “Cost plus desired profit (%)”. It
consists on adding to total costs the profit
margin you want to obtain. Probably, this is
the formula that you have been using until
now:

Price = TC + Profit (%)
the same:

; Or what means

profit

100 )
So, If the total costs of your product are 100 €
and you want a margin profit of 30%, with this
method the price would be:

Price =TC * (1 + (

Price =100 * (1+ (5-)) =100 * 1.3 =130 €

This method ignores market conditions, com-
petition, product positioning, etc. However,
due to its simplicity, it remains as the favorite
of many SMEs. With a little improvement in
the formula we will get better answers:



TC

_ profit
1-C1g0)
So now, the price would be:

Price =

Price = ——5— =100/ 0.7 =142.86 €
1-(300)

Why this second formula is better?
Because it calculates the profit mar-

gin using the sale price instead using

costs. This makes a great difference when you
need to calculate discounts to consumer be-
cause discounts are calculated on selling
price.

Recordkeeping is the best way to de-

termine good pricing. If you know how

much it costs to produce each item

and each item’s corresponding sales price,
you can determine which products you should
continue to produce and which don’'t make
sense to sell because you lose money on
them. It is important to calculate expenses
frequently so you can keep track of how costs
change over time.

Pricing methods based on market.
The reality is that prices are very vola-
tile elements, formed in accordance
with market demand-supply calcula-
tions. So other methods more sophis-
ticated take into consideration:

+ What competitors do.

+ Price differentiation depending on market
conditions: product variations, sales condi-
tions, geographical features, the nature of
demand in different market segments, etc.
E.g., in areas where more wealthy people
live, the item will be sold at a higher price,
but in others the same product will have a
lower price.

¢ Product consumer value detection - based
on the nature of the product comparisons
(often used for new products).

Your goal as a farmer/businessman
would be to be profitable (pricing cor-
rectly) to stay in business. Some tips
to achieve it:

+ Be aware when prices and costs change;
be flexible and change prices accordingly.

+ Get new things to market so you don’t look
like everyone else.

+ Keep a close eye on costs but don’t com-
promise quality.

¢+ Do market research, know who the cus-
tomers are and what they want, and edu-
cate them about production costs.
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1. Short self-assessment quiz is sug-
gested as a way to test the
knowledge and facilitate reflection.
Are these statements true or false?

a.

d.

Prices are affected by internal factors, like
production costs, and by external factors,
like consumer’s preferences.

. Our direct competitors pricing strategy

should not worry us when setting our pric-
es.

. The most important consideration when

pricing is to be able to pay taxes, compen-
sate costs but provide incomes is not so
important.

Recordkeeping help the farmer to deter-
mine good pricing.

2. As we have seen, it is very important for you to
understand what are your costs and your prof-
it margin. We propose you to calculate your
costs and use this table (Excel file) to calcu-
late prices. You can adjust the table according
to market conditions and your pricing strate-
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Learning objectives/outcomes

Upon successful completion of this
Unit, you will be able to: .
¢ Find out how to develop success-

ful promotion.

+ ldentify the target audiences.

¢ Establish the communication objectives
and define the message.

+ Select the communication channels.

¢ Define the promotion mix.

Estimated duration

The estimated learning duration for
this unit is 90 minutes.

Summary

In order to sell a product, to increase the
profit and multiply the number of satisfied
customers it is necessary to develop a
successful  promotion, by defining a
promotional mix, identify the target audiences
and establish communication through the
selected communication channels.

Promotional mix is a specific combination of
promotional methods used for one product or
a family of products. Elements of a promotion
mix may include print or broadcast

advertising, direct marketing, personal selling,
point of sale displays, and/or merchandising.

In  marketing and advertising, a target
audience is a specific group of people within
the target market at which a product or the
marketing message of a product is aimed at.
For example, if a company sells new diet
programs for men with heart disease
problems (target market) the communication
may be aimed at the spouse (target audience)
who takes care of the nutrition plan of their
spouse and child.

A communication channel is a medium
through which a message is transmitted to its
intended audience, such as print media or
broadcast (electronic) media.
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The marketing strategy of a company is multi-
dimensional considering the decisions making
plan. The marketing strategy is constantly
changing, evolving and adapting on the
company needs and consumers requirement.

The differences in the marketing plan of
several companies are observed at the points
that every business wants to focus on. Also,
each company needs to emphasize to the
general public from a different perspective
considering its comparative advantages.
communication that uses various 0
methods to reach a targeted
audience with a certain message in order to
achieve specific organizational objectives.
Nearly all organizations, whether for-profit or
not-for-profit, in all types of industries, must
engage in some form of promotion. Such
efforts may range from multinational firms
spending large sums on securing high-profile
celebrities to serve as corporate
spokespersons to the owner of a one-person

enterprise passing out business cards at a
local businessperson’s meeting [1].

Promotion is a form of corporate

Like most marketing decisions, an effective
and successful promotional strategy requires
the marketer understand how promotion fits

with other pieces of the marketing puzzle
(e.g., product, distribution, pricing, target
markets). Consequently, promotion decisions
should be made with an appreciation for how
it affects other areas of the company.

The audience for an organization’s marketing
communication efforts is not limited to just
the marketer's target market. Targets of a
marketing message generally fall into one of
the following categories:

¢+ Members of the Organization’s Target Mar-
ket: This category includes current cus-
tomers, previous customers and potential
customers.

+ Influencers of the Organization’s Target
Market: There exists a large group of peo-
ple and organizations that can affect how a
company’s target market is exposed to and
perceives a company’s products.

+ Participants in the Distribution Process:
The distribution channel provides services
to help gain access to final customers and
is also target markets since they must rec-
ognize a product’s benefits and agree to
handle the product in the same way as fi-
nal customers.

+ Other Companies: The most likely scenario
in which a company will communicate with
another company occurs when the market-
er is probing to see if the company would
have an interest in a joint venture, such as



a co-marketing arrangement where two
firms share marketing costs.

¢ Other Organizational Stakeholders: Mar-
keters may also be involved with communi-
cation activities directed at other stake-
holders.

In marketing and advertising, a
target audience is a specific group of 0
people within the target market at
which a product or the marketing
message of a product is aimed at [2]. For
example, if a company sells new diet

programs for men with heart disease
problems (target market) the communication
may be aimed at the spouse (target audience)
who takes care of the nutrition plan of their
spouse and child.

The first step in targeting markets is to
separate customers who make up large,
general markets into smaller groupings based
on selected characteristics or variables, as
shown in the table below.
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Segmentation Variables
Consumer Markets
Demographics

age group (e.g., teens, retirees, young adults), gen-
der, education level, ethnicity, income, occupation,

social class, marital status

Geographics

location (e.g., national, regional, ur-
ban/suburban/rural, international), climate

Current Purchasing Situation

brands used, purchase frequency, current
suppliers

Purchase Ready

possess necessary equipment, property,
knowledge and skill sets

Local Environment

cultural, political, legal

Benefits Sought
price, overall value, specific feature, ease-of-
use, service, etc.
Product Usage
how used, situation when used, etc.
Purchase Conditions
time of day/month/year when purchased,
credit terms, trade-in option, etc.
Characteristics of Individual Buyer
purchase experience, how purchase is made,
influencers on purchase decision, importance
of purchase
Psychographics
personality, attitudes, and lifestyle combined
with demographics
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Segmentation Variables
Business Markets

Demographics
type (e.g., manufacturer, retailer, wholesaler), industry,
size (e.g., sales volume; number of retail outlets), age
(e.g., new; young growth, established growth, mature)
Geographics
location (e.g., national, regional, urban/suburban/rural,
international), climate
Business Arrangement
ownership (e.g. private versus public, independent ver-
sus chain), financial condition (e.g., credit rating, income
growth, stock price, cash flow)
Current Purchasing Situation
brands used, purchase frequency, current
suppliers
Purchase Ready
possess necessary equipment, property,
knowledge and skill sets
Local Environment
cultural, political, legal
Customers Served by the Business
identify the business’ market
Business’ Perceived Image
identify how targeted businesses are perceived
by their customers
Benefits Sought
price, overall value, specific feature, services,
profit margins, promotional assistance; etc.
Product Usage
how used (e.g., raw material, component
product, major selling item at retail level),
situation when used, etc.
Purchase Conditions
length of sales cycle, set product specifications,
bid pricing, credit terms, trade-in option, product
handling, etc.
Characteristics of Buying Center
purchase experience, number of members,
make-up of key influencers, willingness to
assume risk;



The second step in selecting target markets
requires the marketer to critically evaluate the
segments identified.

In determining whether a segment is worthy
of being a target market, the marketer needs
to identify and evaluate the following issues:

+ Size of the segment
+ Competition in flat or dynamic segment.

¢+ Company skills, knowledge and expertise
to service the segment.

+ The segment should not extend too far be-
yond the direction the company has cho-
sen to take.

The most  obvious  objective
marketers have for promotional

activities is to convince customers 0

to make a decision that benefits the marketer.

The possible objectives for marketing
promotions may include the following:

¢ Build Awareness: New products and new
companies are often unknown to a market,
which means initial promotional efforts
must focus on establishing an identity. In
this situation the marketer must focus
promotion to: 1) effectively reach custom-
ers, and 2) tell the market who they are
and what they have to offer.

¢ Create Interest: Moving a customer from
awareness of a product to making a pur-
chase can present a significant challenge.
Customers must first recognize they have a
need before they actively start to consider
a purchase. The focus on creating mes-
sages that convince customers that a need
exists has been the hallmark of marketing
for a long time.

+ Provide Information: Some promotion is
designed to assist customers in the search
stage of the purchasing process. In some
cases, such as when a product is so novel
it creates a new category of product and
has few competitors, the information is
simply intended to explain what the prod-
uct is and may not mention any competi-
tors.

+ Stimulate Demand: The right promotion

can drive customers to make a purchase.
In the case of products that a customer
has not previously purchased or has not
purchased in a long time, the promotional
efforts may be directed at getting the cus-
tomer to try the product.

+ Reinforce the Brand: Once a purchase is

made, a marketer can use promotion to
help build a strong relationship that can
lead to the purchaser becoming a loyal cus-
tomer [3].
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A communication channel is a
medium through which a message
is transmitted to its intended
audience, such as print media or
broadcast (electronic) media [4].

O

To determine the appropriate communication
channel, identify the people you want to
communicate with, research how they obtain
information, consider the complexity of the
message you want to communicate,
calculate the cost of communicating

and decide whether you want the
communication to be interactive. The

choice of channel is not simple; for a complex
communication program, you may need to
work with professionals such as public
relations or marketing communication
consultants [5].

In order to communicate the message of the
company to the customers, there are several
means as followed:

A briefing is a session held with key State and
local officials, media representatives, and
community leaders. Briefings help to notify
key State and local officials, media represent-
atives, and community leaders of develop-
ments at the site. A briefing can be used to
introduce your organization and explain its
role and work process.

A briefing allows State and local officials, the
media, and citizens to question your organiza-
tion directly about any activity before the pub-
lic release of information, prepares officials
and citizen leaders to answer questions from
their constituents when the information be-
comes public and also allows for the ex-
change of information and concerns.

A community mailing sends information by
mail to key contacts and concerned or in-
volved members of the community. It dissem-
inates information quickly and easily in writ-
ing, and it is particularly useful when you have
updates for the community. If the updates are
straightforward, non-controversial, and easy to
understand, the mailing can stand on its own.
However, if the updates are more complicated
and require discussion or further explanation,
the mailing should be done in addition to pub-
lic or small group meetings.

Exhibits set up visual displays of maps,
charts, diagrams, or photographs. Effective
exhibits can make technical information ac-
cessible and understandable and can be used
during any phase of your site work.

Exhibits are a one-way communication tool
and do not provide an opportunity for com-
munity feedback.



A fact sheet is a brief report summarizing cur-
rent or proposed activities at the site. Fact
sheets are appropriate whenever new infor-
mation is available and can be useful to intro-
duce your organization to the community and
explain the organization's role.

A newsletter informs consumers of business
activities and allows you to deliver a written
document that customers can keep and refer
to later.

An open house or availability session is an in-
formal meeting where community members
can talk to agency staff on a one-on-one ba-
sis. It is most appropriate when key mile-
stones or major decisions have been reached.

By conducting an open house/availability ses-
sion it is possible to determine community in-
terest in the site before planning an open
house.

A presentation can be a speech to a club, civ-
ic or church organization, school class, or sim-
ilar local audience. Presentations are more
effective if they focus on such major mile-
stones as research findings.

A public meeting is a large meeting, open to
the public, where experts present information
and answer questions, and community mem-
bers ask questions and offer comments.

At small group meetings, organization staff
shares information with interested community
members and State and local officials. It is
especially useful for informing and keeping in
touch with community concerns, answering
questions, and clearing up any misconcep-
tions or misunderstandings.

Telephone contacts are calls to State and lo-
cal officials and concerned community mem-
bers, informing them of your organization's
activities, finding out who is involved at the
site, and gathering information about the site.
After this initial contact is made, you may
make calls during your work on site to inform
these individuals and monitor the extent of
community concerns.

Telephone contacts are important to under-
stand community concerns and gather infor-
mation.
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Promotional mix is a specific combi-
nation of promotional methods used
for one product or a family of prod-
ucts. Activities identified as ele-
ments of the promotional mix vary, but typical-
ly include the following:

Promotional
Mix

Sales

Promotion

Personal selling is one-to-one communication
between seller and prospective purchaser. It
generates direct contact with prospects and
customers. It is one of the most expensive
forms of promotion. Examples: personal meet-
ings, telemarketing, e-mails, and correspond-
ence.

Advertising is a form of non-personal promo-
tion. It is when companies pay to promote
ideas, goods, or services in a variety of media
outlets. It can be found everywhere. With ad-
vertising, a company engages in a one-way
communication to the prospect or customer.
Examples: magazines, newspapers, television,
websites, city buses, etc.

Direct marketing is a type of advertising di-
rected to a targeted group of prospects and
customers rather than to a mass audience.
The goals of direct marketing are to generate
sales or leads sales representatives to pursue
sales. Direct marketing allows a business to
engage in one-way communication with its
customers about product announcements,
special promotions, bulletins, customer inquir-
ies, and order confirmations. Examples: direct
mail, e-mail.

Sales promotion basically represents all mar-
keting activities other than personal selling,
advertising and public relations. Sales promo-
tions are used to stimulate purchasing and
sales and the objectives are to increase sales,
inform potential customers about new prod-
ucts, and create a positive business or corpo-
rate image. Examples: coupons, product sam-
ples, point-of-purchase displays.

Public relations activities enable an organiza-
tion to influence a target audience. Most of
the time, public relation campaigns try to cre-
ate a favorable image for a company, its prod-
ucts, or its policies. Companies give news re-
leases to announce newsworthy develop-
ments about a company’s products or ser-
vices, distribution channels, facilities, opera-
tions, partners, revenues and earnings, em-
ployees, and events. Publicity is one tactic
that public relations professionals use. This
means bringing newsworthy information to the



public. Examples: newspaper and magazine
articles, TVs and radio presentations, charita-
ble contributions, speeches, seminars [6].

As shown in the table below, the promotional
methods used depend on several factors.

Stage in the life cycle E.g. advertising is important at the launch stage.

Nature of the product Eg;\’/?much information is required by customers before they
Competition What are rivals doing?

Marketing budget How much can the firm afford?

Marketing strategy Other elements of the mix (price, product, place etc).

Target market Appropriate ways to reach the target market.
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Case studies

Efkarpon - Hellenic Superfoods has
innovative products, imported into Europe
only as processed from developing countries.
These countries have substandard criteria
regarding quality standards and the use of
agrochemicals. Because of it, Efkarpon
decided to rely on the assertion “go organic”,
producing only organic superfoods. In this way
Efkarpon aims on consumer safety feeling,
the goodwill of the goods, and a better price.
The final target is to reposition these goods
on the international market.

Other Smartfarmers, which produce aloe vera,
decided to promote their products using
modern marketing methods such as social
media. This way, they target on a large part of
the consumer daily program, which contains
the internet and the social media. This is a
cheap, massive and effective way of
promotion.

Producers of mastic and crocos at Chios and
Kozani, relied on the strong brand name and
the unigueness of their products. They
created a series of products with specific
characteristics, all of which are highlighting
the identity of the company, the product
characteristics and the unigueness of the
commodity. Timing was essential, since they
decided to produce widespread products and
to introduce their brand name (Mastic spa,

Mastic shop, refreshments Mast, Crocos et
al), not only in Greece but also worldwide.

Finally, the Social Cooperative “Nea Gi”
decided to follow the path of consumer
awareness and education, by sending weekly
e-newsletters. This method is difficult to follow
as well as time consuming, but creates loyal
customers and strong bonds with the
business as a result of the constant contact.



Exercise/activities

1. Create a promotion mix using
as many means as possible to
communicate your message.

Bibliography/Further reading
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Learning objectives/outcomes

This unit is intended to help the
reader to:

¢ Understand the importance and
functioning of the distribution channels;

* Learn how to choose the best distribution
channels for a farm or agro-business;

¢ Understand that the principles of the dis-
tribution channels systems are applicable
both to the domestic and foreign markets.

Upon successful completion of this unit, you
will be able to understand:

+ The role of marketing channels;

+ The pros and cons of selling your products
through intermediaries;

¢ The decisions you will have to take to de-
sign your distribution channels system;

+ The major issues to take into consideration
when entering into international markets.

Estimated duration

The estimated learning duration for
this unit is 90 minutes.

Summary

Distribution (or “Place”) is one of the four tra-
ditional elements of the marketing mix. The

options concerning the distribution channels
are critical and have deep influence on all
other marketing decisions. Therefore, distri-
bution should be integrated with the global
marketing plan, to ensure the focus on the
target markets.

Distribution channels should be flexible to
enable the organisation to respond to market
changes and new market opportunities.

Producers have many alternatives for reach-
ing the market. They can sell directly or use
one, two, three level channels. Most produc-
ers do not sell their goods directly to final
consumers. Between the producers and the
final consumers there is usually a set of mar-
keting intermediaries performing several
functions. The most relevant functions ac-
complished by intermediaries are information,
promotion, matching, negotiation, ordering,
financing, risk taking, physical distribution
and payment.

To decide which type(s) of channel to use it is
necessary to define the distribution objec-
tives, taking into consideration the buyers
needs and wants and the possible alternative
marketing channels. There are however many
factors that influence these decisions and
evaluating the possible alternatives, such as
the types and numbers of intermediaries in-
volved in the channel, is essential.



Distribution (or “Place”) is one of the four tra-
ditional elements of the marketing mix. The
options concerning the distribution channels
are critical and have deep influence on all
other marketing decisions.

Distribution should therefore be integrated
with the global marketing plan, to ensure the
focus on the target markets. Furthermore, dis-
tribution channels should be flexible to enable
the organisation to respond to market chang-
es and new market opportunities.

Distribution channels move
products and services from 0
businesses to consumers and

to other businesses.

Also known as marketing channels, dis-
tribution channels consist of a set of in-
terdependent organizations - such as
sales agents, wholesalers and retailers -
involved in making a product or service
available for use or consumption.

The producer/manufacturer and the final
customer are part of every channel.
The figure below illustrates market-
ing channels of different lengths, for
consumer goods.

A zero-level channel, also called a direct mar-
keting channel, consists of a producer or
manufacturer selling directly to the final cus-
tomer. Farm or processor own shops, farmers
selling their products in traditional outdoor
markets, or Internet selling are all major ex-
amples of direct selling.

Many businesses in the agriculture sector dis-
tribute their products through intermediaries,
benefitting from their experience, specialised
knowledge, contacts and broader scale of op-
erations.

Source: Philip Kotler, Kevin Lane Keller (2012), Marketing Management

[3]



For instance, a one-level distribution channel
contains one selling intermediary, such as a
retailer, while a two-level channel embraces
two intermediaries (typically a wholesaler and
a retailer), which is a common situation in
consumer markets. Longer channels may in-
clude additional intermediaries, such as job-
bers, that are small-scale wholesalers, who
sell to small retailers.

Successful companies usually adopt multi-
channel marketing solutions. That is to say

that they use two or more distribution chan-
nels to reach their customers (e.g. distribution
through wholesalers and/or retailers and di-
rect sales via Internet or in a local market),
covering different consumer segments, or dif-
ferent buying requirements within the same
segment.

When adopting a multichannel approach, the
company must assure that the different
channels are well integrated and managed, to
avoid conflicts.

Glossary

Retailers: The retail sector includes a wide range of outlets such as supermarkets, department stores, small
grocery shops and merchants. They are characterised by dealing with the end user of the product.

Wholesalers: Wholesalers buy a variety of products, in fairly large quantities and sell these items to other busi-
nesses who require relatively small quantities of a variety of goods. Wholesalers in the agro-food market may
serve consumer retail shops (e.g. grocery shops) and/or industrial retail outlets (hotels and restaurants, hospi-
tals, schools, catering organisations).

Sales agents and brokers: Sales agents and sales brokers are distinguished from the other types of channel
members already described, because they do not take title to the goods. The role of agents and brokers is to
facilitate distribution by bringing buyers and sellers together. Sales agents often have close relations with par-
ticular growers/processors/manufacturers and contract to sell on their behalf in return for a commission.
Some agents negotiate sales for a number of non-competing clients, whilst others handle sales for only one
client and usually have the exclusive right to do so, within a specified geographic area. In many respects the
sales agents behave as if they were an extension of the client's own sales organisation. Brokers, on the other
hand, earn a commission for informing buyers of possible sellers and informing sellers of possible buyers.

Whilst the figure above is helpful in outlining the different types and the length of the distribution channels, it is
an oversimplification. For instance, the sales agents are not categorised separately in the diagram, considering
they often operate together with the other channel members and they don’t take the title of the products.

Adapted from: Crawford, I.M., Agricultural and food marketing management [2]



E-commerce has grown in importance and
many companies have adopted In-

ternet distribution systems. “Chan-

nel integration must recognize the
distinctive strengths of online and

offline selling and maximize their joint contri-
butions” [D].

The most important role of a distri-
bution channel is to provide a link
between production and consump-
tion.

O

There are several important key functions that
are undertaken in the scope of the distribu-
tion channels:

. Information: collect information about poten-
tial and prospective customers, about compe-
tition and other relevant factors in the market-
ing environment.

. Promoting: prepare and disseminate infor-
mation to motivate buying.

. Matching: offer must fit buyer’'s needs (e.g.
grading, assembling, packaging).

. Negotiating: reach agreements on the price
and adjust other terms and conditions of the
transaction.

5. Ordering: backward communication to the
producer or processor about intentions of buy-
ing, by the marketing channel members.

6. Financing: obtaining funds to cover invento-
ries and other costs along the distribution
channel.

7. Risk Taking: the commercial risks must be
assumed by the members of the operating
channel.

8. Physical Distribution: transporting and storing
goods.

9. Paying: providing for payment of the buyers to
the sellers.

Some of these functions and flows go forward
(e.g. promotion, physical distribution), some
move backwards (e.g. ordering, paying), while
others move in both directions (e.g. infor-
mation, negotiation).

All the functions must be performed, but they
can be shifted among the different channel
members. Desirably they should be imple-
mented by the channel member most efficient
to perform each specific function. The inter-
mediaries’ remuneration should depend on
the marketing functions they perform and, in
particular, on their performance efficiency.
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To outline a marketing channel sys-
tem it is necessary to define the
distribution objectives, taking into
consideration the buyers needs and

wants and the possible alternative marketing
channels. There are however many factors
that influence these decisions.

1. Defining channel objectives and constrains

The channel objectives should be defined in
accordance with the target service output lev-
els, while minimising the total channel costs.

Effective channel planning requires the com-
pany to decide which market segments to
serve and select the best channels to adopt in
each case. These decisions are influenced by
a number of constraints:

Product Characteristics. Perishable products
require more direct marketing and short dis-
tribution circuits, to minimise delays and re-
peated handling that may deteriorate the
products’ condition.

Intermediaries Characteristics. Channel op-
tions reflect the strengths and weaknesses of
the different types of intermediaries in carry-
ing the different distribution functions. “A
middleman's existence is justified just so long
as he/she performs marketing functions
which others cannot or will not, or can per-
form his/her marketing functions more effi-

ciently than can the producer and/or alterna-
tive intermediaries” [1].

Competition Characteristics. Channel design
is influenced by the competitors’ distribution
options. The producer may want to have his
products in or near the same outlets selling
the competitor’s products.

Marketing Environment. Legal regulations and
restrictions referring to food products affect
channel options. Other environmental aspects
should also be taken into consideration: for
instance, when economic conditions are de-
pressed it would be of great importance to
move products into the market through the
most economical solutions, to minimise the
final price of the goods.

Check the NCAT Marketing Tip

Sheet Series and find interesting

tips addressing 13 different market-

ing channels for agro-food products,
including, for instance: Farmers Markets,
Roadside Stands, the Internet, Restaurants,
Grocery Shops, Institutional Markets (e.g.
schools, prisons, hospitals, or similar organi-
sations), Wholesale Buyers at Terminal Mar-
kets.

The following box provides an example about
tips for selling on the Internet.



The Internet can provide exposure to a large
number of potential customers and can be
used to advertise your farm or agro-food busi-
ness with pictures and maps, take orders
online, show product availability, keep in
touch with your existing customers and sup-
port other ways of selling, such as your own
shop or farmers markets.

Advantages

You can let a lot of people know about your
farm, its history, product line and location.

You save time, since your website or web
presence is always available to customers.

A basic website can be developed with mini-
mal resources, at low cost.

Third-party websites can be used to provide
web presence with minimal investment of
your time or resources.

Key Questions to Ask Yourself

What is my experience and comfort level with
computers? If it is limited, who can help me
with my Internet work on a regular basis?

How will | keep my site or web presence up to
date?

How might Internet marketing fit with and
support other marketing channels, such as
farmers markets and institutional markets?

Tips for Selling on the Internet

Outline your goals for your farm’s Internet
presence. Evaluate what resources (labour,
expertise, software, hardware) you will need
to support these goals.

To take and process orders on Internet a more
sophisticated website will be required, than
one that simply advertises your business and
products.

You need to know your closest, least expen-
sive, most reliable shipping options and be
sure that they can ship with cold solutions.

Make your website easy to use and easy to
find. Ask for feedback from friends and cus-
tomers.

Select a website address (“domain name”)
that is short, meaningful, easy to spell and
easy to remember.

Diversify your distribution channels. Do not
rely on your website as your only marketing
channel.

Guide people to your site (e.g. create links to
related websites, list your web address in farm
guides, put your website and email address
on all your farm’s printed material, sign up
with websites that promote local products).

Adapted from: National Center for Appropriate
Technology (2012), NCAT Marketing Tip Sheet
Series [6]
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2. Defining Channel Alternatives

Channel alternatives refer basically to three
characteristics: the type of intermediaries, the
number of intermediaries and the terms and
responsibilities of each channel participant.

Type of intermediaries. The farmer or small
agro-business should identify the types of in-
termediaries that can carry on their distribu-
tion activities (e.g. wholesalers, supermarket
chains, groceries) in the target geographical
areas. The companies should also look for
innovative channel alternatives. Sometimes a
company chooses a new or less conventional
channel because of the cost or ineffective-
ness of working with the dominant channel
(e.g. supermarkets). The box below illustrates
an unconventional solution for distribution of
agro-food products.

CSA - Community Supported Agri-

culture is a system of direct market-

ing where consumers pay the

farmer at the beginning of the grow-

ing season for a weekly box of fresh fruits and
vegetables. A CSA “share” is harvested and
delivered to the customers over a period of
several months (...).

The core philosophy of the CSA model is that
customers (or "members") truly support their
local CSA farm by sharing the risk each sea-
son. This means that even if there is a bad

harvest, the members still pay the same
amount for the season. Members are willing
to do this to ensure that “their” farm survives
over time as a healthy food source and that
they are connected to the land and a local
community. A CSA farm has the opportunity to
develop a very loyal customer base.

Adapted from: National Center for Appropri-
ate Technology (2012), NCAT Marketing Tip
Sheet Series [6]

Number of intermediaries. It is also critical to
choose how intensive the distribution will be.
The intensity of distribution will depend on the
decisions taken in the scope of the overall
marketing strategy (see Module 1/Unit 2 for
additional information). Three broad strategic
options based on the number of intermediar-
ies are as follows:

Intensive distribution - places the products in
as many outlets as possible. The marketing of
commodities and other low unit value prod-
ucts typically looks for intensive distribution,
i.e. saturation of the market. This option re-
quires large production capacity and, in most
cases, it is too expensive to be supported by a
small farm or agro-business. In intensive dis-
tribution, channels are usually long and in-
volve several levels of wholesaling, as well as
other middlemen.

Selective distribution - relies on a limited
number of intermediaries to sell the products



and enables the grower/producer to develop
closer working relations with those middle-
men. The company can gain adequate market
coverage, while safeguarding more control
over intermediaries and lower costs than in-
tensive distribution. The distribution channel
is usually relatively short with no intermediar-
ies between the producer and the retailer that
sells the product to the final consumer.

Exclusive distribution - it is an extreme form
of selective distribution, in which only one re-
tailer or distributor is used in a specific geo-
graphical area to sell the products. This option
is not unusual in the sale of more expensive
and sophisticated agro-food products. “Some
market coverage may be lost through a policy
of exclusive distribution, but this can be offset
by the development and maintenance of the
image of quality and prestige for the product
and by the reduced marketing costs (...). In
exclusive distribution producers and middle-
men work closely in decisions concerning
promotion, inventory to be carried (...) and
prices” [2].

Terms and responsibilities of each channel
participant. The key decisions referring to the
trade relations with the intermediaries are
price policy, terms and conditions of sale, ter-
ritorial rights and the specific responsibilities
to be taken by the producer and the interme-
diary.

Price policy includes the establishment of a
price list, schedule of discounts and interme-
diaries margins. These options should reflect
the interest of the intermediary and of the
producer and be seen as equitable and suffi-
cient, by both, to enable lasting cooperation.

Terms and conditions of sale refer to payment
terms and producer guarantees, as well as
any restrictions on where and how products
are to be sold.

Distributors’ territorial rights define the dis-
tributors’ territories and the terms under
which the producer will engage other distribu-
tors (if applicable).

Responsibilities and duties of the producer
and distributor must be clearly defined, in
particular in exclusive distribution channels.

The overall objective is to build a
long-term partnership that will be
profitable for all channel members.

Remember
Analyse the market demand.

Adjust the products in accordance
with customers’ needs.

Define the right Distribution-Channel Strategy.

80



Case Study

Bowersox et al., quoted by Crawford, provide
an interesting perspective on the relationship
between the overall marketing strategy and
the marketing distribution channels and prac-
tices. These authors describe the story of the
development of the cut flower market in the
USA, in the 1960’s decade.

Cut flowers have to be distributed very quick-
ly. Even if they are treated with a preservative
(...), their shelf-life is fairly limited. Californian
growers were among the first to develop spe-
cial containers which helped slow the rate of
deterioration in cut flowers. These containers
precooled freshly cut flowers in the field, held
flowers in different quantities, were designed
to fit aircraft hold dimensions and were easy
to handle.

The traditional marketing channel for cut
flowers was flower shops. These were consid-
ered inappropriate when the objective was to
expand demand for cut flowers. Market re-
search suggested that only 2.5 percent of
households regularly purchased cut flowers,
but that there were opportunities to induce
the public to buy more flowers and more of-
ten. Flower shops, however, were oriented to-
wards special occasions such as weddings,
funerals, gift days etc.. Growers wanted to
mass market their produce and so depart-
ment stores and food chains were targeted

because these outlets enjoyed much higher
levels of customer traffic.

Research also revealed that many consumers
considered the unit price too high for them to
purchase cut flowers regularly. The grower's
response was to abandon the convention of
selling in packs of a dozen stems. They
brought down the unit price by packaging in
smaller bundles. Roses, for instance, were
marketed in lots of three. Having decided on
the size of the sales units, flowers were
packed in the field accordingly.

To persuade retailers to stock cut flowers,
margins had to be competitive with those of
other products contending for the limited floor
space available. Growers invested in the de-
sign of a merchandising unit which minimised
the floor space required and maximised the
impact on prospective purchasers. In addi-
tion, because research showed flowers to be
an impulse purchase and more likely to take
place at the end of a store visit than at the
beginning, growers encouraged retailers to
position the merchandising units near the
checkout counters. These tactics served to
increase the profitability of cut flowers to re-
tailers.

This case illustrates how physical distribution
and the overall marketing decisions are inter-
related. The changes in the distribution chan-
nels required a change in the marketing



strategy, in order to be effective, and vice ver-
sa.

Adapted from: Crawford, I.M., Agricultural and
food marketing management [2]

Finally you should note that the overall ap-
proach referring to the distribution channels
is applicable both to the domestic and foreign
markets. There are however a few myths that
refrain small agro-businesses to take the chal-
lenge of entering into foreign markets - e.g. “I
am too small to export”, or “Exporting is too
complicated”.

These myths have no substance. There are
thousands of small firms successfully operat-
ing in international markets and the agro-
businesses do not need to carry all the export-
ing process alone. Outside experts (for in-
stance farmers associations or exporting con-
sultants) can help finding potential foreign
customers and appropriate marketing chan-
nels and can also provide assistance on the
paperwork and delivery of the products.

Nevertheless, when considering to export, a
farmer or small agro-business should develop
the exporting process carefully, to avoid pit-
falls. Here follow a few guidelines for entering
in international markets:

Assess your business export readiness and
potential - it is fundamental to understand

what is necessary to succeed in the interna-
tional marketplace and to evaluate if your
company has the required resources and ca-
pacity to handle the extra demand for export-
ing.

Outline an export plan and integrate it with
your global business plan -an export plan is
the part of your business plan that focuses on
international markets; it should identify your
target market(s), export goals and required
resources.

Research and select your target market(s) -
market research is the key to understand op-
portunities, to find out what is important to
your potential customers and to provide the
comprehension on how a new market should
be approached and developed.

Understand the key legal aspects of interna-
tional trade - it is essential to get familiar
with the import regulations, product stand-
ards and licensing requirements of the target
markets.

Adapt your overall marketing plan in accord-
ance with the specific requirements of your
exporting markets - for instance, exporting
prices should be defined, promotional materi-
als should be reviewed taking into considera-
tion differences in cultural and business prac-
tices and....

Determine the best methods of delivering
your product - appropriate distribution chan-
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nels should be outlined, including in most
cases local partnerships and/or intermediar-
ies.

Develop a sound financial plan - a compre-
hensive financial plan for the exporting activi-
ties is required; it will help to protect against
exchange rate fluctuations and slow collection
of accounts receivable (e.g. international
trade payments usually take longer than do-
mestic payments).

From your knowledge of this unit,
please provide brief responses to
each of the following questions:

Are intermediaries necessary? Yes or No?
Give three good reasons for your answer.

In what important aspect do sales agents and
brokers differ from most other types of inter-
mediaries?

Name and describe 9 key functions that are
undertaken by the distribution channels.

In which circumstances and for what type of
products is intensive distribution most likely
to be used?

In your own words, outline the key steps in
developing a distribution-channel strategy.

6. Complete the following sentence: “The key to

establishing good working relations with in-
termediaries is...”
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Learning objectives/outcomes

This unit is intended to help the
reader to be aware of the

Lauterborn’s 4Cs model and to .

compare it with the traditional 4Ps approach.

Upon successful completion of this unit, you
will be able to:

¢ Understand the concept of the 4Cs model;
+ Describe the 4 elements of the 4Cs model;

+ |dentify the basic differences between 4Ps
and 4Cs models;

¢ Include the 4Cs model elements in your
business and marketing plan;

¢ Reset your perceptions around what you
are creating and offering to the market;

+ Apply the 4Cs approach in the business
framework.

Estimated duration

The estimated learning duration for
this unit is 60 minutes including the
exercises.

Summary

McCarthy’s 4Ps is the traditional Marketing
Mix and is used for decades by all the mar-
keters throughout the world. This concept has
been criticised by a number of studies as be-

ing production-oriented and not consumer-
oriented. However, in spite of its deficiencies
the 4Ps concept remains a staple of the Mar-
keting Mix.

Among the different critics developed, the
Lauterborn’s 4Cs model is considered to be
simpler and more consumer-centric, while it
attempts to better fit the movement from
mass marketing to niche marketing. In fact
this model is equivalent to the traditional 4Ps,
but viewed from customer perspective. The
4Cs model consists of consumer’s wants and
needs, consumer's cost to satisfy those
needs, consumer’'s convenience to buy and
two-way communication with consumers.



McCarthy (1960) offered Marketing Mix, often
referred to as the 4Ps (product, price, promo-
tion, place), as a means of translating market-
ing planning into practice (Bennett, 1997).
Since then, the 4Ps are used by all the mar-
keters throughout the world and are consid-
ered to be the pillars of the traditional market-

ing.

Nevertheless, the concept of 4Ps has been
criticised as being a production-oriented defi-
nition and not a consumer-oriented (Popovic,
2006). Throughout the years, a number of
studies and authors (e.g. Lauterborn, 1990;
Moller, 2006; Popovic, 2006) have disputed
the validity of the traditional Marketing Mix in
the changing society, while some critics even
go as far as rejecting the 4Ps altogether, pro-
posing alternative frameworks (Goi, 2009).
Moller (2006) indicated some key criticisms
against the Marketing Mix framework:

The Mix is internally oriented and does not
consider consumer’s behaviour.

The Mix regards consumers as passive; it
does not allow interaction and cannot capture
relationships.

The Mix does not offer help for personification
of marketing activities.

Additionally, the Mix does not men-
tion relationship building which has 0
become a major marketing focus,

or the experiences that consumers

buy (Fakeideas, 2008). However, regardless
of its deficiencies and limitations, and per-
haps because of its simplicity, the 4Ps con-
cept remains a staple of the Marketing Mix
and therefore many marketing textbooks have
been organised around it (Goi, 2009).

Among the different critics and models devel-
oped, the Lauterborn’s formula, well known
as 4Cs, is considered to be simpler and can
be used when deciding on marketing issues.
At the same time, the 4Cs model is consumer-
oriented and ensures you look at the Market-
ing Mix from the customer’'s point of view.
Hence, in the following lines, the 4Cs model is
described.

Do not forget that:

“Today’s customers take functional features
and benefits, product quality, and a positive
brand image as a given. They want products,
communications, and marketing campaigns
that dazzle their senses, touch their hearts,
and stimulate their minds.”

Bernd Schmitt

Source: business survival toolkit
(http://business-survival-toolkit.co.uk/)
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McCarthy’s 4Ps model was originated in the
1960’s when homogenous mass marketing
could be effective. This model was particularly
useful in the early days of the marketing con-
cept when physical products represented a
large portion of the economy (Goi, 2009). In
the new changing society, the focus is on the
consumer, who is very savvy and with many
demands on his time. In this framework, Lau-
terborn (1990) proposed the 4Cs model,
which places the focus determinedly on the
customer’s perspective rather than your agri-
business and attempts to better fit the
movement from mass marketing to niche

marketing.

1. Consumer wants and needs (rather than
Product): You cannot sell whatever you
can make anymore. You cannot develop
products and then try to sell them to a
mass market. You can sell what someone
specifically wants to buy. You have to
study and understand consumer wants
and needs through ongoing survey and
feedback so that you can provide massive

This does not mean that the 4Ps
are not important, but integrating
both the 4Ps and 4Cs into the mar-
keting strategy will help effectively
build a strong brand (Smith, 2003).

value back to them; substantial inputs
should be taken from primary market re-
search. Then attract them one by one
with something he/she wants to buy.
“Build” the product for them. As the leg-
endary management Guru Peter Drucker
once said: “The purpose of a business is
to create and keep a customer.”

2. Cost (rather than Price): Understand the
consumers’ cost to satisfy their wants
and needs. Price is only a part of the total
cost to satisfy a want or a need. If you rely
strictly on price to compete, you are vul-
nerable to competition in the long term.
Cost involves finding out what sacrifices a
consumer must make in order to buy a
product. The total cost will consider for
example the cost of time in obtaining a
product (driving to your place), the cost of
conscience by consuming that or even
the cost of searching the product. Many
factors affect cost, such as the consum-
er's cost to change or implement the new
product and the cost for not selecting a
competitor’s product.

“Value is no longer the biggest burg-

er for the cheapest price. It's a com-

plex equation with as many different

correct solutions as there are subsets of cus-

tomers.” Lauterborn (1990).

3. Convenience to buy (rather than Place):
The goal of the third C is to make the pur-
chase of a product as convenient as pos-



sible for the consumer. In the era of In-
ternet, e-commerce, catalogs, credit
cards and phones, consumers neither
need to go anyplace to satisfy a want or a
need nor are limited to a few places to
satisfy them. Convenience takes into
consideration the ease of buying a prod-
uct, finding the product, finding infor-
mation about the product, etc. The focus
should be on how easy it is for consumers
to buy/acquire a product instead of how
easy it is for the agribusiness to distribute
the product.

“Think beyond those nice, neat dis-
tribution channels you have set up
over the years. Know how each sub-
segment of the market prefers to
buy, and be ubiquitous.” Lauterborn (1990).

4.

Communication (rather than Promotion):
While promotion is “manipulative” as it is

from the seller, communication suggests
tive.” Communication is a two-

aims to create a dialogue with 0
and learning”, “giving and taking” instead

an exchange of ideas between the buyer
and the seller; therefore it is “coopera-
way, interactive and relation-

ship-based process which

the potential consumers based on their
needs and lifestyles. It is about “listening
of one-way communication of “telling and

selling” (i.e. promotion). There are differ-
ent forms of communication, like adver-
tising, public relations, personal selling,
social media and any other form of com-
munication between the business and the
consumer.

The four variables/elements of the 4Cs model
are illustrated in the following figure:
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Source
Summing up with some tips:

Instead of Product: Study consumer’s wants
and needs

Instead of Price: Understand the consumer’s
cost to satisfy those wants and needs.

Instead of Place: Think consumer’s conven-
ience to buy.

:Kar(2011)
Instead of Promotion: Focus on two-way com-
munication with consumers.

However:

It is important to understand that the un-
derlying core remains the same; the 4Cs
model is in fact a reiteration of the 4Ps
model, refined to be more consumer-oriented.



Last but not least:

In today’s economy, it is very easy for con-
sumers to take their money elsewhere. The
competition is tough. If you can understand
your clients’ needs and wants through ongo-
ing survey and feedback, you will be able to
provide lots of value back to them (Dore,
2014).

Case study

Preserving Tradition...

The agribusiness Niki Agathocleous Ltd was
founded by Niki Agathocleous in 1989 and is
established in the small mountain village of
Agros in Cyprus.

It is a tradition in Cyprus for housewives to
offer homemade spoon sweets to their
guests. Wanting to carry on this tradition, with
her passion for cooking, Niki began to make
spoon sweets and jams for friends and rela-
tives.

In 1986 Niki opened her first workshop. In
1989, and because of the increased demand
for her products, Niki Agathocleous Ltd was
officially born. In 1992, the company opened
its second workshop, always staying loyal to
the traditional recipes and to the high-quality
produce by applying all the strict food and
health standards.

In 1996, the company introduced new prod-
ucts into the market such as fruit compote,
tomato puree, vine leaves, and spoon sweets
and jams for diabetics. The company also
brought back a very old recipe for pink rose
sweet. This recipe was only known by the
people of Agros village, the only place in Cy-
prus where this pink rose can be found.In
2003, after continuous demand for its prod-
ucts, the company built its first big factory in-



cluding a retail shop and was certified with
the HACCAP health system and later with ISO
22000, which is an international standard
that specifies the requirements for a food
safety management system.

Since 2004 the company exports its products
to more than six (6) countries including Eng-
land, Australia, USA, France, Japan and Egypt.

In 2005, the company started producing one
of the most well-known Cypriot products,
Soutzioukos, which rapidly became one of the
most loved products of the company. New
products were also introduced into the market
such as carob syrup, grape syrup, kiofteria
(sun-dried grape mixture) and sun-dried figs.

Today the company offers more than sixty
(60) traditional products and has become one
of the leading companies of this specific sec-
tor in Cyprus.

The current and potential customers, but tour-
ists also, have the opportunity to visit compa-
ny’s retail shop and factory in Agros in order
to experience the traditional Cypriot way of
producing spoon sweets, jams, Soutzioukos
and other products. There, the customers can
also taste and buy the products which are al-
so available in many retail shops in Cyprus.

Moreover, the company has its own website
where detailed information is provided for
each product. There, the consumers can also
provide feedback and make suggestions to

the owners regarding the products. Last but
not least, the company has a Facebook ac-
count aiming to make the communication
with customers more efficient and interactive.

This agribusiness represents a good example
of the 4Cs model implementation as it is fo-
cused on:

consumers’ needs for traditional and healthy
quality products

consumers’ cost to satisfy their wants and
needs

consumers’ convenience to buy

two-way and relationship-based communica-
tion with customers

Source:



From your knowledge of this unit,
please provide brief responses to
each of the following questions:

. What is the basic difference between 4Ps
model and 4Cs model?

. When was the last time you really searched /
studied your customers’ needs? What means
did you use for this purpose?

. Think like a consumer: Number 3 reasons for
which a consumer will prefer to buy your
product instead of a competitor’s.

. How convenient do you make it for consumers
to obtain your product?

. Number 3 reasons for which a company
website may be necessary.

. Why a two-way communication is considered
to be more appropriate than one-way com-
munication?

. Number 3 communication channels which
provide interaction with the consumers.
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Learning objectives/outcomes

Upon successful completion of this
unit, you will be able to:

+ Define a strategy for cooperation in your
entity;

¢ Understand how cooperating with
others can improve your business;

Estimated duration

The estimated learning duration for
this unit is 90 minutes including the
exercises.

Summary

This unit talks about cooperation...To cooper-
ate means "working together"; but, with whom
are you supposed to cooperate? And why?
Why should you work with someone else? For
what reason? You could think “I'm fine as |

”

am-.

In this unit we explain the benefits that small
businesses, as yours, get from cooperation.
Whether you are a small producer who wants
to break into the market, or you are a busi-
ness owner already established and with a
certain turnover, we will show you that work-
ing together with other companies and organ-
izations opens up a wealth of possibilities.

It helps in reducing risk and costs and achiev-
ing faster and cheaper access to markets, in-
formation and technology. But it is needed to
take the time necessary to define objectives,
choose partners and establish the rules of the
game.

You will also find out that you can form alli-
ances with those who seem to be your tough-
est competitors, in addition to suppliers and
customers.

Throughout the text there are examples to
help you understand and identify interesting
partnerships for the development of your
business.
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In the coming years, only most organized
farmers will be able to stay on a more and
more competitive and demanding global mar-
ket. Cooperation is probably the best option
for the small producers, with fewer resources
than large enterprises, to meet with success
competitive challenges.

Cooperation between farmers and agribusi-
nesses should be understood as a process of
combining efforts, resources and talent to im-
plement a common project.

Before discussing how we can cooperate, we
have to understand what benefits we will get
from it (and also be aware of the problems we
might find). Partnerships can be created for
different reasons and they are becoming a
cornerstone of many business models. Every
entity that runs a business model will be de-
pendent on a key partner or more at one point
or another. Since entities are dependent on
certain partners, it is vital to understand
which exactly the main motivations are to co-
operate:

+ Optimization and economy of scale. The
most basic reason is to optimize the alloca-
tion of resources and activities. Most of the
times, it is not efficient for a company to
own all resources or perform every activity

by itself. Optimization and economy of
scale partnerships often involve outsourc-
ing or sharing infrastructure and allow:

1 To reduce costs.

Ll To expand the volume of sales by
opening up new markets.

For instance a jam producer buys

the raw fruits from different farm-

ers as each of them is specialized

in different fruits production and can pro-
duce the fruits for a quality, which is so ex-
cellent, that the jam producer can focus on
jam instead of losing time and money at
the production fields.

Reduction of risk and uncertainty. If you
share the risk, you will have more possibili-
ties of success. Partnerships can help to
reduce the risk in a competitive environ-
ment characterized by uncertainty. It is not
unusual for competitors to form a strategic
alliance in one area while competing in an-
other.

For example, tomato sauce com-

panies from a region have jointly
developed an R & D (Research

and Development) strategy to do research
on new technology to make new products.
The group cooperated to bring new tech-
nology to market, yet individual members
compete in selling their own products.



+ Acquisition of particular resources and ac-
tivities. Few companies own all the re-
sources or perform all the activities de-
scribed by their business models. Rather,
they extend their own capabilities by relying
on other firms to furnish particular re-
sources or perform certain activities. Such
partnerships can be motivated by needs to
acquire knowledge, licenses, or access to
customers. This allows:

* To reduce costs.

+ To take advantage from the experience
and knowledge of others.

¢ For instance, there are farmers,
especially in cereal producing are-
as, who joint in cooperatives to
acquire agricultural machinery (like trac-
tors or harvesters). These allow them to
always have the latest technology availa-
ble, a cost that individually could not af-

ford.
Thus, cooperation for agricultural
producers is seen as an opportunity: 0
+ Producer gets more of the added
value of his/her product, through covering
production stages that are not affordable
for the producer alone (packaging, pro-
cessing, marketing ...).

+ It gives greater transparency and stability
to agricultural markets. For example, coop-

eratives enable producers increase bar-
gaining power, both on customers and on
suppliers; this improves the competitive-
ness of farmers in a market increasingly
difficult and globalized.

+ To access to services such as training, in-
formation, new technologies and
knowledge that allows improving produc-
tion efficiency. This is especially important
for small businesses that do not have the
human and financial resources necessary
to meet alone the huge investment re-
quired to develop new technologies and
penetrate large markets, distant or less
known.

* Furthermore the agricultural associations
contribute to the structuring of the territory
by giving continuity to farming, which en-
courages employment and economic and
social development of rural areas.

As a weakness of cooperation in business is
the fact we work with partners, and that can
cause problems. Similarly that going together
with the right partner can greatly simplify our
work, disagreements with partners or associ-
ates who fail to meet their obligations may
lead to failure.

Inevitably over time differences of opinion,
conflicts or disputes will arise; so it is neces-
sary to make clear the objectives sought, the
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division of tasks, responsibilities and contri-
butions to be made by each of the parties.

But without doubt the benefits it will bring us
to cooperate outweigh the potential draw-
backs. The next graph shows the steps we
must follow:

Step 1. Identify strategic options

Cooperate Remain

Why cooperate? In what field can
we cooperate?

Step 2. Election of a partner

Where to find them? How to choose them?

Step 3. Negotiation Process

Check the adequacy of the partner

What are the contributions of the parties?

What is the organizational structure of the agreement?
How will be the communication system?

How will be the system of decision-making?

How will be the control mechanisms?

What if conflicts arise?

What are the rules of ownership of the results?

How will rescission?

Is there agreement?

Step 4. Completion and management of the cooperation

Adapted from "Basic Guide for cooperation
between companies”



Thus, a cooperative of almond growers has
defined rules for accession of new members
and a set of rules that members must comply.
When a new partner applies for membership
it should be checked that it meets the re-
guirements for access and be informed about
the rights and obligations he/she is contract-

ing.

It is expected that the producer, before joining
has assessed different options (other cooper-
atives in the area, direct sales, contracts with
companies, etc.) and concluding that this is
the most appropriate for him/her and he/she
is fully aware of the commitment undertaken.

cess to markets, information and 0

technologies. But we need to take

the time necessary to define the objectives of

cooperation, choose our partners and estab-
lish the rules of the game.

In summary cooperation achieves
an easier, faster and cheaper ac-

The possibilities open by cooperation are
many. First you should have clear objectives
to establishing partnerships in order to
choose the most suitable way: if you're look-
ing for a partner to distribute your products
nationwide, if you want to penetrate into the
international market, transform production,
create a brand image, etc.

One way of defining the forms of cooperation
is based on the characteristics of the parties
involved:

+ Depending on the sector. You can collabo-
rate with others in the same industry or
even seek help from entities of other
scope.

+ Depending on the geographical area. May-
be you want to work with producers in your
locality or region, but also might be inter-
ested in a partner in another country that
will facilitate market entry.
volved. You can not only partner 0
with your competitors, but also
with your suppliers, and even with your

customers. Let us pause here in more
depth:

Ll Co-opetition. Strategic partnerships be-
tween competitors. It is based on a
combination of cooperation and com-
petition, derived from an understand-
ing that business competitors can
benefit when they work together. A
good example of co-opetition is the
Jerte Valley in Extremadura. This is an
area specialized in cherry production
and there are lots of shops that sell
cherries and derivatives. It looks like
this is a bad idea - too much competi-
tors. However, the reality is that all this

¢+ Depending on the agents in-
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abundance of options attracts cus-
tomers, because competitors work to-
gether building a common brand im-
age. This is where the competition
starts. Since the concentration attracts
more customers, every cherry market-
er individually will have more custom-
ers.

Strategic alliances between non-
competitors. Strategic alliance means
the arrangement between two compa-
nies that have decided to share re-
sources to undertake a specific, mutu-
ally beneficial project. For example,
companies which produce different
food products (e.g. olive oil, fruits,
breads, jams...) might form a strategic
alliance to open a shop in which sell
their products directly to consumers.
Buyer-supplier relationships to assure
reliable supplies. Both parties are nec-
essary in order for each other’s busi-
ness model to run. For instance a pap-
rika manufacturer is dependent on
buying the raw materials (dried pep-
pers) from a peppers producer. This is
a typical buyer-supplier relationship, as
they need each other.

Partnerships with customers. Custom-
ers are going to pay for our products ...
So nothing better to agree with them! A
clear example is the organic consumer
groups, a bond of trust that benefits

both entities: producers ensure that
customers will buy their products; cus-
tomers ensure quality and origin of
products. It is particular beneficial for
producers who are starting. The oper-
ating rules varies; the frequency of the
delivery of the products can be weekly,
biweekly or monthly; sometimes con-
sumers go to the farm to pick up the
products, other times producers carry
products to town, and even there are
producers that send products by cou-
rier. An important point is the degree
of freedom in choosing products: some
producers offer fixed products at a
fixed price per week, while others op-
erate as a conventional store.

As for the legal formula that takes coopera-
tion, the establishment of cooperatives is very
common in agriculture sector. Cooperatives
are companies formed by persons associated
for carrying out business activities designed
to meet their common economic and social
aspirations, with a democratic structure and
functioning. All Member States of the Europe-
an Union have legislation on cooperatives.
However, conditions vary greatly from one
country to another.

But this is not the only possibility.
We do not always have to start a
new company with our partners. The
choice between one or another kind of



agreement will depend on issues such as du-
ration, intensity and frequency of activities,
financing needed or confidence among the
partners. Cooperation agreements can take
other forms, including:

+ Cooperation agreements without equity
participation. These often are formalized by
simple verbal agreements. Ultimately this
can lead to conflicts, so you should always
establish a written one. But when we are
starting it can be a good option. This is the
case of a small producer of vegetables that
has the opportunity to sell a small amount
of product in a shop in town, but does not
have a suitable vehicle: he/she can reach
an agreement with another producer with a
vehicle to do the same route and take the
products in for some kind of compensation.

¢ Subcontracting. With this formula, a com-
pany requests from another the performing
of an activity necessary to the development
of a product, such as the analysis of prod-
uct quality by an outside laboratory, the
performance of a processing step, an area
of marketing, design, etc. The reasons for
outsourcing are generally due to cost fac-
tors, short-term capacity or lack of neces-
sary resources.

¢ Consortium. They are temporary associa-
tions to perform certain project together, in
the event that one or both parties do not
have the technical, commercial or financial

capacity to carry out the objectives in their
own. Through the consortium they share
the cost of the investment, risks and bene-
fits, without creating a company with sepa-
rate legal personality.

Joint venture. A joint venture is a business
arrangement in which two or more parties
agree to pool their resources for the pur-
pose of accomplishing a specific task. This
task can be a new project or any other
business activity. In a joint venture, each of
the participants is responsible for profits,
losses and costs associated with it. How-
ever, the venture is its own entity, separate
and apart from the participants' other
business interests.

Networks. Characterized by the existence
of various members that establish agree-
ments between all of them or just with
some. It can even relate companies from
different countries, public and private insti-
tutions, financial institutions, etc.

Cross-distribution agreements. Exchanges
of products to be distributed in other re-
gions or countries. Two companies obtain
mutual benefits by distributing their prod-
ucts in markets where they previously have
no presence.

Other forms of cooperation are licenses,
franchises or share exchange agreements
or minority stakes.
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Referring to that seen in previous units, we
will see some examples of forms of coopera-
tion we can establish through the prism of the

4Ps and 4Cs.

Product

Price

Promotion

Place (distri-
bution)
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Cooperation examples related to Marketing mix — the 4 Ps

e Cooperation in production process. Producers cooperate to transform their produc-
tion together because individually they do not meet the minimum volume to cover
cost.

e Technological cooperation. For the acquisition of technology. It is ideal for most
small producers who cannot bear the costs and uncertainty of directly taking the
risks of a process of research and technological development.

As we have said before, grouping the production to get a larger volume when selling allows
better conditions with distributors and buyers.

Marketing co-operations. For small producers it can facilitate creating a brand image, getting
greater presence in international markets, or highlighting the regional origin of a particular
product.

Marketing co-operations are sensible, when the marketing goals of two companies can be
combined with a concrete performance measure for the end consumer. Successful marketing
co-operations generate “win-win-win” situations that offer value not only to both partnering
companies, but also to their customers. Marketing co-operations extend the perspective of
marketing. While marketing measures deal with the optimal organization of the relationship
between a company and its existing and potential customers, marketing co-operations audit
to what extent the integration of a partner can contribute to improving the relationship be-
tween companies and customers. For example: To sell noodles and ketchup together.

Cooperation marketing. This formula may allow trading on other markets or opening new
sales channels and distribution. You can also consider an exchange of products between
companies that have different geographic locations and are committed to marketing in their
respective markets.



Consumer

Cost

Communication

Convenience

Cooperation examples related to Lauterborn’s 4 Cs

An interesting way of cooperative distribution is the consumer driven marketing. A group of
consumers pay a certain sum to a farmer in advance, and he must deliver goods to the
consumers during the year.

Carlo Petrini, founder of Slow Food gave this a name when he said: “As a consumer, | am
the co-producer of my food. | have the same responsibility as the farmer has”. The produc-
tion and the processing of food need a climate of understanding and trust between pro-
ducer and consumer.

In order to decrease the cost, beyond the selling price that the customer pays, a producer
may enter into agreements with distributors and retailers to make the product to be as ac-
cessible as possible.

See Promotion

To facilitate the purchase to the consumer, producers can cooperate to give greater visibil-
ity to their products and make easier finding information about the product. This can be
done creating a website where consumer can find information about the characteristics and
benefits of the product and the details of producers and places to buy it.
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Case studies

Let us now see three real cases of coopera-
tion in the agriculture sector. The first two
are aimed at facilitating the marketing of
production. The third is an example of part-
nership for quality management.

ACTYVA, Cooperative Society

ACTYVA, S. Coop. is an Integral Coopera-
tive non-profit (no benefits among partners
are dealt, salaries cannot exceed 150% of
what is charged in the labour market) acting
in Extremadura, bringing together agricul-
tural producers, processors (bakeries, can-
ning), technical advisors (veterinarians,
agronomists, graphic designers, environ-
mentalists, flmmakers) and consumers.

Its values are agro ecology, responsible
consumption, food sovereignty and social
transformation. It aims to make possible the
production and distribution of organic food,
standardizing a model venture between
producers, technicians, administrators and
consumers. An affordable way to eating
healthy organic food and produced closely;
at the same time that new employment op-
portunities are generated.

What achieve agricultural producers and
processors members of ACTYVA, S. Co-
op.?

They gain visibility in the market, learn mar-
keting techniques and achieve greater
closeness and commitment to consumers.
Through training platform also acquire skills
that incorporate to their farms.

In short, they get to increase their sales and
incomes by participating more on the added
value, as they have a direct involvement in
the marketing and distribution channels are
shorter.

On-going projects

Big Brother Bio Farming
( ). Open source
online platform that seeks to build, pro-
mote and facilitate companies organically
produced positioning in social networks.
The aim is to bring organic (or in the pro-
cess of being) farmers closer to customer
through blogs, courses, events, videos and
a community of prosumers (producers and
consumers).

Caceres para Comérselo (“Caceres to eat
it"). The pilot project started in the city of
Caceres, although its aim is to grow all over
the region. It allows online orders that are
picked in workplaces and other places in
the city. You do not need to be a member
of Actyva, S. Coop. to order; although obvi-
ously members have more advantaged that
the simple clients.

Process


http://bbbfarming.net/

Until this has materialized has been a long
process. Through a crowd funding cam-
paign, money for the creation of the website
was achieved in 2013. Earlier in 2012, they
did a diffusion tour in municipalities of Spain
and Portugal to publicize the initiative. The
website was launched in 2014, as the im-
plementation of the project "Caceres to eat
it" and the legal procedures for the estab-
lishment of the cooperative. This has been
complicated by the particularities of the re-
gional law of cooperative. The initiative has
been well received, but it does not stop
there ... the mood of the members is to con-
tinue growing, replicating the model in other
territories.

Ambrosia La Vida

Ambrosia La Vida

( ) is a space for
joint marketing of eco products in Plasencia
city. In 2012 three organic producers joined
forces to open a store in common to bring
their products to customers:

Barrunta Sentidos

( IS
group of fruit and vegetables producers.
Ecotahona del Valle del Ambroz
( ) e

organic bakery.

Enrique Vega

(
) - organic beef cattle.
Among the three entities have been able to
launch a separate project, which would not
have been possible separately because of
the costs of developing and maintaining the
shop and the time to attend the customer.

Since its beginning, Ambrosia has sought
to go beyond being a simple store where
the consumer can buy food. Ambrosia is
also a tasting room, a coffee shop and res-
taurant, and a place to listen concerts or
attending workshops, among other events.

Indeed in recent times the success of its
kitchen has been such that the restaurant
business is gaining more weight in the
business model.

Association “Mesa del Tomate de
Extremadura” (Tomato of Extrema-
dura)

Extremadura is one regions of Europe with
highest tomato production. The region not
only grown but also transform tomato; there
are 14 industrial plants that are devoted to
it.

Various actors in the sector cooperate to-
gether in the Association, which has legal
personality and is non-profit. Its aims are
monitoring, research, and innovate in toma-


http://www.educatierra.es/
http://www.barruntasentidos.com/
http://www.ecotahonadelambroz.org/
http://www.educatierra.es/vida/index.php/enrique-vega
http://www.educatierra.es/vida/index.php/enrique-vega

1.
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to crops and products as well as the man-
agement of quality analysis of the fresh fruit
and the finished product.

The Association includes representatives of
all tomato processing industries in the re-
gion of Extremadura (14) and producer or-
ganizations of fruit and vegetables in the
same field, on a parity basis. The Associa-
tion monitors contracts and is responsible
for solving problems and disagreements
between industry and farmers, is responsi-
ble for setting quality criteria and also con-
trols the inputs of product in factories to
meet the conditions set by the regulations.

Thus, all Extremadura's tomato sector con-
tributes to the generation of a quality image,
which facilitates the marketing at interna-
tional level.

Short self-assessment quiz is sug-
gested as a way to test the
knowledge and facilitate reflection.

Cooperation is a concept that can only be
applied in the context of large companies
with large resources and ambitious pro-
jects. This statement is:

a) True

b) False

Indicate the most accurate answer. Coop-
eration allows to:

a) Reduce risks

b)  Acquisition of resources

c) Reduce costs

d) All the answers are true

Indicate the most accurate answer. A
company may enter into cooperative
agreements:

a) With other companies that are not di-
rect competitors.

b) Itis possible to establish cooperation
agreements with suppliers.

c) Cooperation opens up many possi-
bilities. May cooperate with other compa-
nies, whether or not competitors, suppliers
and even customers.

d) Business cooperation is impossible.
Indicate the correct answer:

a) For agricultural producers coopera-
tion possibilities are limited to join to a
producers’ cooperative.

b) It is convenient to put the coopera-
tion agreement in writing with the objec-
tives, responsibilities and obligations of
each party.

c) Business cooperation can occur in
many areas, but not in the area of market-
ing

d) Who cooperate with is not so im-
portant, what is important is the coopera-
tion itself, so we should not give im-
portance to the choice of our partners



1.
2.

Indicate the most accurate answer. An
agricultural producer may establish part-
nerships:

a) With other producers in the area to
share equipment or purchase inputs

b) With a processing industry to sell
his/her output under certain conditions

c) With consumer group to supply
products over time with a certain quality.
d) All the answers are true
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Organic Farming, Quality Schemes and
Ecoagriculture



Learning objectives/outcomes

This Unit will help the learner to ac-
quire knowledge about:

¢ Organic Agriculture Principles,
Legislation and Certification

¢ Quality Standards
¢+ PDO, PGl and TSG products?

Estimated duration

The estimated learning duration for
this unit is 90 minutes including the
exercises.

Summary

During last decades the consumer trust in
food quality has drastically decreased, mainly
because of the growing ecological awareness
and several food scandals like Bovine Spongi-
form Encephalopathy (BSE), dioxins and foot
and mouth disease.

Food quality is an important food manufactur-
ing requirement, because food

' Protected Designation of Origin,

Protected Geographical Indication,
Traditional Speciality Guaranteed.

consumers are susceptible to any form of
contamination that may occur during the
manufacturing process. Many consumers also
rely on manufacturing and processing stand-
ards, particularly to know what ingredients are
present, due to dietary, nutritional require-
ments (e.g. vegetarian), or medical condition.

In these demanding circumstances, the EU
regards the promotion and assurance of food
quality as an important instrument for EU
farmers to increase their competitiveness and
profitability. EU law already enforces strict re-
quirements to guarantee the standard of Eu-
ropean products. It is therefore committed to
the improvement and extension of quality as-
surance schemes to identify and protect cer-
tain foodstuffs produced in accordance with
particularly demanding criteria of quality or
production method.



109

PRODUCING ORGANIC

More than 270.000 organic operators (pro-
ducers, processors and importers) were regis-
tered in the EU-27 in 2011. A major part of
these operators (about 235.000) was repre-
sented by agricultural producers, who may
also process and/or import organic products,
and which were mostly active in the EU-15.

Organic farming is a way of producing food
that respects natural life cycles. It minimizes
the human impact on the environment and
operates as naturally as possible, in accord-
ance with objectives and principles including
the following:

+» Crops are rotated so that on-site resources
are used efficiently

+» Chemical pesticides, synthetic fertilisers,
antibiotics and other substances are se-
verely restricted

“» Genetically modified organisms (GMOs) are
banned

“» On-site resources are put to good use, such
as manure for fertiliser or feed produced
on the farm

+» Disease-resistant plants and animal spe-
cies adapted to the local environment are
used

“» Livestock are raised in a free-range, open-
air environment and are fed on organic
fodder

“» Animal husbandry practices are tailored to
the various livestock species

Organic farming is part of an extensive supply
chain, which also includes food processing,
distribution and retailing. Each link in this
chain aims to deliver the benefits of organic
food production in terms of:

K/

“ consumer confidence and what the logo
guarantees

“* environmental protection
<+ food quality
“* animal welfare

The EU has developed comprehensive rules
on organic production, processing, distribu-
tion, labeling and controls.

Organic agricultural methods are
internationally regulated and legally enforced
by many nations, based in large part on the
standards set by International Federation of
Organic Agriculture Movement (IFOAM), an
international umbrella organisation for
organic farming organisations established
in1972.



“» Organic foods are made in a way that com-
plies organic standards set by national
governments and international organisa-
tions.

“ Organic food production is a heavily regu-
lated industry - currently the EU and many
other countries require procedures to ob-
tain special certification in order to market
food as “organic” within their borders.

“» Most of certifications allow some chemi-
cals and pesticides to be wused, so
consumers should be aware of the
standards for qualifying as “organic”.

ACT: Council Regulation (EC) No 834/2007 of
28 June 2007 on organic production and la-
beling of organic products and repealing Reg-
ulation (EEC) No 2092/91 [See amending

act(s)].

The framework established by this Regulation
governs:

¢ agricultural products (including aquacul-
ture products), either processed or unpro-
cessed and intended for human consump-
tion;

+ animal feed;

¢+ vegetative propagating material and seed
used for crops;

¢ yeasts used as food or feed.

This Regulation contains the basic objectives
and general principles for organic farming.
The objectives focus on sustainable agricul-
ture and production quality, which must meet
consumers’ needs. The general principles
concern, inter alia, specific production meth-
ods, the use of natural resources and strin-
gent restrictions on synthetic chemical inputs.
Furthermore, the Regulation lays down specif-
ic principles concerning farming, the pro-
cessing of organic food and organic animal
feed.

ganic production, genetically modi- 0
fied organisms (GMOs) are prohibited

in all their forms. Rules concerning the label-
ing of food allow operators to ensure compli-

ance with this prohibition. Treatment by ioniz-
ing radiation is also prohibited.

According to the general rules for or-

Those wishing to operate both types of agri-
cultural production (organic and non-organic)
must ensure that animals and land for these
two activities are separated.

Organic plant production must comply with
certain rules concerning:

+ ground treatment, which must preserve life
and the natural fertility of the ground;

10
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+ the prevention of damage, which must be
based on natural methods but which can
make use of a limited number of plant pro-
tection products authorized by the Europe-
an Commission;

¢ seed and plant propagation material, which
must be produced using organic methods;

+ cleaning products, for which authorization
must be requested from the Commission.

On 24 March 2014, the European Commis-
sion presented a legislative proposal for a
new Organic Regulation and a European Or-
ganic Action plan to the Council. The Action
entered into force in April, whereas the new
Organic Regulation will go into trilogies dis-
cussions, with the key institutional players in-
volved being the European Council and Euro-
pean Parliament. If the scheduled timeline is
followed, the new regulation would come into
force in the middle of the 2015-2020 CAP pe-
riod.

Organic certification is a process for
producers of organic food and other 0
organic agricultural products. In

general, any business directly involved in food
production can be certified, including seed
suppliers, farmers, food processors, retailers
and restaurants.

Requirements vary from country to country,
and generally involve a set of production

standards for growing, storage, processing,
packaging and shipping that include:

¢ avoidance of synthetic chemical inputs
(e.g. fertilizer, pesticides, antibiotics, food
additives), genetically modified organisms,
irradiation, and the use of sewage sludge;

¢ use of farmland that has been free from
prohibited chemical inputs for a number of
years (often, three or more);

+ for livestock, adhering to specific require-
ments for feed, housing, and breeding;

* keeping detailed written production and
sales records (audit trail);

+ maintaining strict physical separation of
organic products from non-certified prod-
ucts;

+ undergoing periodic on-site inspections.

In some countries, certification is overseen by
the government, and commercial use of the
term organic is legally restricted. Certified or-
ganic producers are also subject to the same
agricultural, food safety and other govern-
ment regulations that apply to non-certified
producers.

Certified organic foods are not necessarily
pesticide-free, certain pesticides are allowed.



How to become an organic producer in the
EU?3

The most important starting point is

to adhere to the principles of organic 0
farming. Council Regulation (EC) No
834/2007 and Commission Regulation (EC)
No 889/2008 lay down the basic rules that
organic farmers have to apply.

As organic farming is soil related, you need to
acquire or rent an agricultural land in

order to become an organic farmer.

Organic production requires com-
mitment and knowledge, therefore it is rec-
ommended to have some training for this type
of agriculture.

Organic farming is an overall system to man-
age a farm and produce food, while ensuring
the following: best environmental practices,
high level of biodiversity, the preservation of
natural resources, high animal welfare stand-
ards.

These are the main principles that have to be
translated into concrete production methods

2 http://ec.europa.eu/agriculture/organic/

® http://ec.europa.eu/agriculture/organic/eu-
funding/how-to-become-an-organic-
producer/index_en.htm

such as multi-annual crop rotations, the use
of livestock manure as a fertiliser and growing
only what the farm can naturally yield. It is al-
so essential to encourage natural resistance
to pests and diseases in both crops and live-
stock. It is encouraged to have suitable habi-
tats for the benefit of the animals to help con-
trol pests in a natural way. It is also important
to provide access to quality feed and free-
range pasture to maintain the health of the
animals.

It is also important to contact a control body
of organic farming in the respective Member
State. Control bodies can provide more de-
tailed information for the particular segment
of organic farming you are planning to engage
in. The control bodies are entitled to run con-
trol on each organic farm and investigate
whether the production is according to the
standards. Organic farmers are controlled
once a year to make sure that the rules are
respected and if they are, the products may
bear the organic logo of the European Union.
There are two years of conversion period in
organic farming before a product can be mar-
keted as organic.

12
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The logo and the labelling rules are an important
part of the organic regulations. With this
regulatory framework the EU provides
conditions under which the organic

sector can progress in the line with
production and market developments, thus
improving and reinforcing the EU organic
farming standards and import and inspection
requirements.

The main objective of the European logo is to
make organic products easier to be identified
by the consumers. Furthermore it gives a vis-
ual identity to the organic farming sector and
thus contributes to ensure overall coherence
and a proper functioning of the internal mar-
ket in this field.

The standards provide requirements, specifi-
cations, guidelines or characteristics that can

be used consistently to ensure that
materials, products, processes and
services are fit for their purpose.

¢

The standards are adopted by European bod-
ies, which have the task of elaborating tech-
nical specifications that meet the essential
requirements laid down by the technical har-
monisation Directives, while ensuring that
those standards are the result of agreement
of all parties concerned: producers, users,
consumers, administrations, etc.

Hazard Analysis and Critical Control Point
(HACCP) system adopted by the Codex
Alimentarius Commission.

+ The Codex Alimentarius is a set of food
standards, definitions and criteria
applicable to food fields and food
microbiology and hygiene.

¢+ Was created in 1963 by FAO (Food and
Agriculture Organization) and WHO (World
Health Organization) to develop food
standards

+ |t also defines the HACCP method.

+ It has become an international reference
with authority over the whole food industry,



from producers to consumers. Its impact is
important for protecting consumer health.

HACCP - Hazard Analysis and Critical Control
Points

¢+ Hazard - biological, chemical or physical

+ Analyse - event probability, consequences,
possible control

¢ Critical - which factors, what are the
critical parameters

+ Control - monitoring and impact of hazards
+ Point - activity, procedure, place

The HACCP system, which is science based
and systematic, identifies specific hazards
and measures for their control to ensure the
safety of food. HACCP is a tool to assess
hazards and establish control systems that
focus on prevention rather than relying mainly
on end-product testing. Any HACCP system is
capable of accommodating change, such as
advances in equipment design, processing
procedures or technological developments.

HACCP can be applied throughout the food
chain from primary production to final
consumption and its implementation should
be guided by scientific evidence of risks to
human health. Besides enhancing food
safety, implementation of HACCP can provide
other significant benefits. In addition, the
application of HACCP systems can aid
inspection by regulatory authorities and

promote international trade by
buyer confidence in food safety.

increasing

Food industry branches that are requiring
HACCP system:

¢ Production, processing and food packaging
+ Storage, transport and distribution of food

¢ Preparation and distribution of food to
hospitals, kindergartens, hotels,
restaurants...

GHP is described and defined by the Codex
Alimentarius Code of Principles of Food Hy-
giene CAC / RCP Kor.3 (1997), as amended in
1999. GHP regulations address issues related
to record-keeping, staff training, public hy-
giene, verification (control) equipment and
investigate (revue) the clamor.

Food Business Operators should apply the
hygienic practices to:

* Ensure that food is safe and suitable for
consumption;

¢ Ensure that consumers have clear and
easily understandable information, through
labeling and other appropriate means, to
enable them to protect their food from con-
tamination and growth or survival of path-
ogens to create in food by storage, pro-
cessing and preparation in an appropriate
manner;

14
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Have confidence in food trading.

Prevent contaminating food with
pathogens spreading from people,
pets and pests;

Separate raw and cooked foods to prevent
contaminating the cooked food;

Cook food for the appriopriate length of time
and at the appriopriate temperature to Kill
pathogens;

Store food at the proper temperature;
Use safe water and raw materials.

The EU Parliament is informed on food safety
matters by the European Food Safety
Authority (EFSA). Individual member states
may also have other legislation and controls
in respect of food safety, provided that they
do not prevent trade with the other states,
and can differ considerably in their internal
structures and approaches to the ragulatory
control of food safety.

Foods and products of “special

meaning and history” - traditional, re- 0
gional products

EU law lays down stringent requirements
guaranteeing the standards of all European
products. In addition, EU quality schemes
identify products and foodstuffs farmed and
produced to exacting specifications.

The only EU enforced quality assurance
schemes in the food industry are the certifica-
tion of regional quality assurance in the Euro-
pean food industry (Council Regulations (EEC)
2081/92 and (EEC) 2082/92) and the
framework for organic farming (Council Regu-
lation (EEC) 2092/91) which was analysed in
a previous section of this Unit.

The main aim of quality assurance and certi-
fication schemes is to differentiate the includ-
ed products from the rest of the production to
obtain an increased market price as well as a
marketing advantage.

In 1993 EU legislation came into force which
provides for a system for the protection of
food names on a geographical or traditional
recipe basis. The geographical indications and

4

http://ec.europa.eu/agriculture/quality/sche
mes/index_en.htm



traditional specialities highlight regional and
traditional foods whose authenticity and origin
can be guaranteed.

Protected Designation of Origin (PDO)

PDO - protected designation of origin is the
name of an area, a specific place or, in
exceptional cases, the name of a country, used
as a designation for an agricultural product or a
foodstuff,

+ which comes from such an area, place or
country,

+ whose quality or properties are significantly
or exclusively determined by the
geographical environment, including
natural and human factors,

¢+ whose  production,
preparation takes place

processing and
within  the

determined geographical area.

To receive the PDO status, the entire product
must be traditionally and  ENTIRELY
manufactured (prepared, processed AND
produced) within the specific region and thus
acquire unique properties.

Protected Geographical Indication (PGI)

PGl - protected geographical indication is the
name of an area, a specific place or, in
exceptional cases, the name of a country, used
as a description of an agricultural product or a
foodstuff,

+ which comes from such an area, place or
country,

+ which has a specific quality, reputation or
other characteristic property, attributable
to its geographical origin,

¢+ whose production,
preparation takes place
determined geographical area.

processing or
within  the

116
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To receive the PGI status, the product must be
traditionally and at least PARTIALLY
manufactured (prepared, processed OR
produced) within the specific region and thus
acquire unique properties.

Traditional Speciality Guaranteed (TSG)

TSG - traditional speciality guaranteed is a
trademark for an agricultural product or
foodstuff, which has a certain feature or a set
of features, setting it clearly apart from other
similar products or foodstuffs belonging to the
same category.

The product or foodstuff must be
manufactured using traditional ingredients or
must be characteristic for its traditional
composition, production process, or processing
reflecting a traditional type of manufacturing or
processing.

To receive a TSG status, the product does not
have to be manufactured in a specific
geographically delimited area; it is sufficient

that it be traditional and different from other
similar products.

Only food items or dishes that are traditionally
made in a specific EU region, and have at
least a 25-year history of the recipe being
handed down from generation to generation,
can apply for the TSG trademark.

About 40 traditional food items or dishes
have obtained the TSG trademark, with the
most well-known being “Mozzarella” cheese
and “Pizza Napoletana” in Italy, “Jamon Ser-
rano” ham in Spain, as well as Belgian beer
“Kriek.”

Cornish Pasty

Mozzarella



Oscypek

Tarta de Santiago

Ministry sends applications of
nationally protected products to 0
European Commission.

EU Commission reviews applications

EU Commission publishes summary of ap-
plication in Official Journal of the European
Union. All countries can dispute the appli-
cation during the three months period.

If there are no objections, EU Commission
publishes registration in Official Journal of
the European Union.

If there are objections, EU Commission
calls the countries to solve the dispute. If

no agreement is made, the final decision is
taken by EC.

Each country according to EU legislation de-
fines National Requirements for food quality
schemes, their implementation, operation,
monitoring and control arrangements.
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Case study 1

As one of the Traditional Speciality Guaran-
teed (TSG) products of Latvia in EU quality
schemes is recognized:

Salinata Rye Bread (Salinata rudzu maize)

Latvian rye and barley are the oldest cereals
in its latitudes, because they suited to the
northern environment.

Among the dishes, the Latvians have always
brought the rye bread on the table on all oc-
casions for celebration and certainly occupies
a place of honor. Rye bread is included in the
Latvian cultural canons, which is the greatest
and most remarkable works of art and cultur-
al set of values and reflect the nation's all-
time most significant achievements in culture.

With the word "salinata bread" means of
coarse rye flour bread, which is prepared
such: the part of the flour pours into a hot wa-
ter, in other words - it is “salinata”. More spe-
cific this product does that dough is prepared
into a wooden vats, during the preparation
process is added cumin and sugar. The bread
loaf is elongated shape with a smooth and
shiny crust that is smeared with starch paste.

“Salinatas” rye bread loaves are formed 1 kg,
1.5 kg, 2 kg or greater.

The process of registration:

On 11 October 2012 was sent to the Europe-
an Commission the application in order to in-
clude “Salinato Rye Bread” into the Tradition-
al Specialties Guaranteed Register.

On January 8, 2014 was adopted in the EC
Regulation (EU) No. 12/2014, the name of
the entry register of traditional specialties
guaranteed (Salinata Rye Bread (TSG)).



Case Study 2

National food quality scheme is a scheme in
which all stages of the food chain can be
traced, the product manufacturer is certified
according to national food quality schemes
and the requirements of the final product is in
retail or direct delivery of the final consumer.

National food quality schemes in Latvia rec-
ognized with:

1. A Quality label “Green Spoon”.

“Green Spoon” is a quality sign for the promo-
tion of Latvian agriculture products. Products
are marked with this label only if they comply
with the following quality standard: at least
75% of the raw materials used was obtained
in Latvia (one EU Member State or region, the
claim that the scheme referred to as the
country of origin or region). Now the National
food quality scheme is covering 62 producers
and 174 products.

In order to receive label “Green Spoon” entre-
preneurs get advice on the services available

in any Food and Veterinary Administration
(PVD), afterwards submit an application at
any PVD administration throughout Latvia.
After checking, acceptance, evaluation and
testing of the results of the analysis by the
PVD Inspector, the decision is made for as-
signing or not the quality label.

More information:

2. A Quality label “Bordeaux spoon”.

A quality sign for the promotion of the food-
stuffs produced in Latvia, but from imported
materials (e.g. chocolate, cocoa production
which has been imported from Ghana, but the
all manufacturing process is done in Latvia).


http://www.karotite.lv/
http://likumi.lv/doc.php?id=268347

Module 3

Exercise/activities

From your knowledge of this section,

please provide brief responses to

each of the following questions:

. Explain briefly the meaning of Organic Farm-
ing.

. What are the Food Quality Standards in EU?

. What do you think is meant by the quality of
the food product?

. How do the Consumers judge the Food Quali-
ty?

. Do you know the Food Quality Schemes in
your country?

. Are you familiar with the food products, which
are protected by Designation of Origin (PDO),
protected by Geographical Indication (PGI)
and Traditional Speciality Guaranteed (TSG)?
If yes, do you know what is needed to receive
these status/schemes, respectively?

Bibliography/Further reading
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http://en.wikipedia.org/wiki/Organic_certifica
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Learning objectives/outcomes

This section is intended to help the
readers to use all the knowledge that .
they will accumulate from Unit 11: to

address complex real life issues related to

sustainable Ecoagriculture, and be linked to
real life practitioners in the field.

Estimated duration

The estimated learning duration for
this unit is 90 minutes.

Summary

Unit 11 starts by providing a background and
context for Ecoagriculture. The main chapters
combine theory with general approaches and
information for eco-friendly cultivation prac-
tices.

The ultimate objective of Unit 11 is the learn-
er (farmer) to fully understand that his/her
production to be economical, competitive and
sustainable should be ecological. This ap-
proach is one of the basic key aspects of
Smartfarmer’s training program.

All parts of Unit 11 are applicable in a Pan Eu-
ropean level.



Agriculture is an integral part of the new com-
plex rural landscape. Each landscape has its
own social construct, and of course the terri-
torial identity. These are the assets of a land-
scape.

AGRICULTURE in the training material in-
cludes all methods of modifying natural eco-
systems, through nurturing of domesticated
species of plants and animals, for the produc-
tion of goods and services for human needs.

BIODIVERSITY consists of the diversity of life
on Earth, species of animals, plants and mi-
croorganisms and the genes that contain, and
the ecosystems that enhance this diversity.

ECOAGRICULTURE refers as a holistic ap-
proach to ecologically and socially responsible
land use, represents a vision of rural commu-
nities managing their landscape and re-
sources to jointly achieve three goals:

Enhance rural livelihoods;

Conserve or enhance biodiversity and eco-
system services;

Develop more sustainable and productive
agricultural systems;

The core of this ecological-based
farming is ensuring that business or0
agricultural activity is consistent with
the natural functions of ecosystems.

Thus, farmers will no longer depend on
costly chemicals and artificial pest control.

The term "eco-agriculture" was coined by
Charles Walters, economist, author, editor,
publisher, and founder of Acres Magazine in
1970 to unify under one umbrella the con-
cepts of "ecological" and "economical" in the
belief that unless agriculture was ecological it
could not be economical.

"To be economical agriculture, must be eco-
logical."

Eco-agriculture is both a conservation strategy
and a rural development strategy.

The main concern of stakeholders represent-
ing typically innovative agricultural operations
is to increase agricultural productivity and
profits, despite the conservation of biodiversi-
ty (Walters and Holling, 1984).

Antle and Pingali (1994) showed that pesti-
cide use had a very negative effect on farmer
health, that farmer health had a positive ef-
fect on productivity, and that there were likely
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to be social gains from a reduction in insecti-
cide use in Philippine rice production.
Nowadays, farmers should be tar-

geted on both economic and envi- 0
ronmental performance of the agri-

cultural value of their holdings. Main objec-
tives of this direction is to try to optimize the
management of natural resources, enhance
the resilience of farms, and encourage the
diversification of agricultural products and
biodiversity.

The implementation of the new Common Agri-
cultural Policy (CAP) at European level is in
this direction, so it can be "effective for the
environment, feasible for farmers, and ac-
ceptable to society. This ‘greening’ of CAP,
with 30% of direct payments to farmers (Pillar
1), and 30% of payments for rural develop-
ment (Pillar 2) used as a reward and incentive
for ecoagricultural practices".

Integrated Ecoagriculture approaches seek to
jointly achieve -at a landscape scale- three
critical elements:

¢ Enhanced rural livelihood;

¢+ More sustainable agricultural productive
systems (crops, livestock, forests, fisher-
ies); and

+ Protected or enhanced biodiversity, includ-
ing genetic resources, ecological communi-

ties, ecosystem services, wild flora and
fauna.

Making ecoagriculture work requires a
favorable institutional environment, suitable
financing and good dissemination of
information (Mishra, 2013). According to
Mishra (2013), “to boost real agriculture
development, it needs to develop biodiversity
reserves that”:

+ Benefit local farming communities;

¢+ Develop habitat networks in non-farmed
areas;

¢+ Reduce land conversion to agriculture by
increasing farm productivity;

+ Minimize agricultural pollution;
+ Modify management of soil;

¢+ Modify farm systems to mimic natural
ecosystems.

Sustainable agriculture is a complex
issue associated with producing 0
food, while maintaining the biophys-

ical resources including soil, water and biota
with no adverse impacts on the wider envi-
ronment.

It should:

¢ Maintain or improve the production of
clean food;



¢+ Maintain or improve the quality of land-
scapes, which includes soils, water, biota
and aesthetics;

¢+ Have minimal impact on the wide environ-
ment;

¢+ Be acceptable to society.

The Agenda 21 for eco-friendly cultivation
practices includes:

Water quality and quantity concerns

Issues here include leaching of nutrients and
pesticides, water extraction and drainage and
flooding. Contamination of both ground and
surface waters caused by high levels of pro-
duction and use of manure and chemical ferti-
lisers is a serious problem, particularly in are-
as of intensive livestock or specialised crop
production.

Air quality concerns

The issues here are emissions of ammonia
and greenhouse gases. At EU level for exam-
ple, agriculture is responsible for about 8% of
total greenhouse gas emissions but due to
the pastoral nature of Irish farming, the pro-
portion here rises to 30%.

Biodiversity concerns

Issues include genetic, species and ecosys-
tem diversity. The intensification of agriculture
has led to widespread reduction of species
and habitats.

Landscape concerns

The marginalisation of agricultural land can
lead to its abandonment if farming ceases to
be viable. Alternatively, intensification of agri-
culture can lead to the loss of important land-
scape features such as hedges and ponds,
the enlargement of fields and the replace-
ment of traditional farm buildings with indus-
trial structures.

Soil erosion concerns

Overgrazing particularly in mountain areas
has led to the erosion of vegetation cover with
the consequent loss of soil, the silting of riv-
ers, etc.

Food safety and animal welfare concern

There is concern about the consequences for
the quality and safety of the food supply of
the increasing use of pesticides and drugs, as
well as the consequences of introducing ge-
netically-modified organisms.

Mishra’s eco-friendly approaches
2013) are as:

(Mishra,
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A. Organic farming

Organic farming is a production sys-
tem, which avoids or largely ex- 0
cludes the use of synthetically com-

pounded fertilizers, pesticides, growth regula-
tors, and livestock feed additives. To the max-
imum extent feasible, organic farming system
rely upon crop rotations, crop residues, ani-
mal manures, green manures, off-farm organ-
ic wastes, mechanical cultivation, mineral-
bearing rocks, and aspects of biological pest
control to maintain soil productivity, to supply
plant nutrients, and to control insects, weeds,
and other pests.

Nature will always be there to lend a hand.
B. Biological farming

Biological farming allows the use of selected
chemical fertilizers (avoiding disruptive mate-
rials such as anhydrous ammonia and potas-
sium chloride) and adopts low-input ap-
proaches to use of herbicides and insecti-
cides.

C. Nature farming

Nature Farming parallels organic farming in
many ways but includes special emphasis on
soil health through composts rather than or-
ganic fertilizers, when possible.

In addition to the above methods-based ap-
proaches to sustainable farming, regenerative
agriculture and permaculture are widely rec-

oghized. However, these latter systems, like
sustainable agriculture, are more conceptual-
ly oriented than methods-based.

D. Regenerative Agriculture

In regenerative agriculture bunds on nature’s
own inherent capacity to cope with pests, en-
hance soil fertility, and increase productivity.
It implies a continuing ability to recreate the
resources that the system requires. In prac-
tice, regenerative agriculture uses low-input
and organic farming systems as a framework
to achieve these goals.

E. Permaculture

Permaculture is concerned with designing
ecological human habitats and food produc-
tion systems, and follows specific guidelines
and principles in the design of these systems.

Remember “To be economical agri-
culture, must be ecological...”



Case Study 1

Ecoagriculture: An Ecological Model
for Agriculture in France

In France, the new draft law for agriculture,
food and forestry goes beyond greening. It
promotes the transition to an ecological mod-
el of agriculture. In future, farmers will have to
meet the twin objectives of economic compet-
itiveness and environmental performance.

It is expected that 50 per cent of farms will be
so transformed over the next 10 years. As well
as improving economic performance, this eco-
logical model of agriculture (agro-ecology)
seeks to optimize the management of natural
resources, strengthen the resilience of farms,
and encourage diversification and biodiversi-
ty.

Economic and Environmental Interest Groups
(GIEE) will be created to accompany this
transformation. These groups bring together
farmers, researchers, advisors and others to
make agriculture more innovative, competi-
tive and ecological. By creating such groups,
farmers will benefit from increases in agricul-
tural support payments.

This new law implies a change in strategic
priorities for investment support. Future priori-
ties could include incentives for:

reducing or optimizing the consumption of
farm inputs,

management of manure and slurry,

improving self-sufficiency on the farm and
diversification of production systems,

enhancing organic nitrogen, particularly
through anaerobic digestion,

improving the health status of livestock,
production of renewable energy, and

optimisation of working conditions on live-
stock farms.

Adapted from: King D., (2014), Transitional to
Eco-agriculture in Europe, Country Side, Vol.
149, pp. 2-3.

Case Study 2

A Growing Movement for Ecoagri-
culture

“We believe that mobilizing a movement of
diverse stakeholders inspired and committed
to ecoagriculture and the improvement of ru-
ral livelihoods together with preservation and
restoration of ecosystem services will build
synergies and achieve globally significant
benefits for food security, human health and
nutrition, poverty alleviation and environmen-
tal sustainability.”



Nairobi Declaration on Ecoagriculture, 1 Oc-
tober 2004

Ecoagriculture Partners, an international NGO,
was formed to catalyze strategic connections,
dialogue and joint action among key actors at
local, national and international levels whose
work is essential to develop and scale up
Ecoagriculture systems. These include: com-
munity-based organizations, farmers’ organi-
zations, conservation and agricultural NGO'’s,
international research organizations, Universi-
ties, private sector companies, inter-
governmental organizations and public agen-
cies.

The goal of Ecoagriculture Partners is to lay
the institutional foundations for scaling up
Ecoagriculture. This work program responds
to recommendations made by Ecoagriculture
innovators from 46 countries who participat-
ed in the International Ecoagriculture Confer-
ence and Practitioners’ Fair in Nairobi, Kenya
in 2004.

Collaborative activities aim to enhance under-
standing of Ecoagriculture through research
and documenting practice; build the capacity
of Ecoagriculture innovators by linking com-
munities and institutions worldwide; and pro-
mote strategic institutional, policy and market
changes at national and international levels
that support Ecoagriculture.

Ecoagriculture Partners approaches have re-
ceived growing recognition from the agricul-
ture, conservation and rural development sec-
tors, and have been endorsed by a number of
international policy processes and dialogues
as a valuable strategy for achieving the Mil-
lennium Development Goals:

Agricultural think-tank Agrticulteurs de France
(SAF), (2013);

United Nations Millennium Project (Task
Forces on Hunger, Water & Sanitation, Envi-
ronment, 2005);

Millennium Ecosystem Assessment (2005);
Nairobi Declaration on Ecoagriculture (2004);

Community Shamba Recommendations on
Mobilizing Ecoagriculture (Nairobi, 2004);

International Biodiversity Conference: Science
and Governance (Paris, 2005);

1st World Congress of Agroforestry (Florida,
2004);

Community Commons Declaration (New York,
2005).

Adapted from: Jefrey A., et. al. (2001), Com-
mon ground, Common future: How ecoagricul-
ture can help feed the world and save wild
biodiversity, The World Conservation Union
(IUCN),

( )


http://www.ecoagriculturepartners.org/reports.htm

Case Study 3

RIVERLAND DAIRY BIO FARM LTD

Established in 2004, Riverland Dairy Bio Farm
is the first of its kind in Cyprus to breed, using
organic feeds and practices, sheep and goats
for producing certified organic milk based
products. The farm is currently based at
Psimolofou village, close to Nicosia and its
organic pasture land occupies an approved
area of more than 25 hectares around the
main farm. Riverland Farm is certified organic
by an independent certification body and con-
forms to all EU legislation requirements (regu-
lations 2092/91 and 1840/99). This means
that the animals are grazed in certified organ-
ic land and their dietary needs are supple-
mented by certified organic, GMO free, feed
pellets. Animal health and welfare is achieved
by applying strict hygienic practices at the
farm level which include the use of modern
technology equipment and a low animal popu-
lation per m2 of grazing land. Hence, preven-
tive actions are central in practicing organic
farming and minimise the need for medical
intervention. A combination of factors ensures
that the farm can consistently deliver organic
milk and meat of the highest quality, free
from chemical and antibiotic substances.

Milk processing is contracted out to a region-
al cheese processor and logistics are well
monitored so that the organic milk does not

mix with conventional milk supplies. The
whole production and processing chain is in-
spected by an independent certification body,
approved by the EU which carries frequent
checks from the farm premises to the end
product.

The farm is owned and run by Mr Vasilis, an
experienced vet characterised by his young
and energetic enthusiasm for promoting or-
ganic practices beyond his farm. Despite
many setbacks, he remains a devoted scien-
tist in training other farmers in the practices
of organic farming and teaching the long term
benefits that can be offered.

Riverland Bio Farm along with his contracted
processor produces a range of traditional milk
products, supplying the local market through
a chain of organic retail shops. With a gradual
expansion of the farm output, the company
has recently embarked in the export trade,
beginning with the highly nutritious organic
kefir shipped to the Greek market in substan-
tial quantities. Additionally, the farm has
started a small scale activity of organic poul-
try, producing certified organic eggs of the
highest quality.

Commitment to healthy food pro-
duction in a sustainable way

Biofarm is committed to the production of
clean nutritious traditional milk based food
using organic farming principles, which ac-



131

cording to the company "are based on the
consideration for the health and welfare of
consumers, the animals in their care, and the
environment we all live in."

Adapted from:
http://www.cyprusfoodndrinks.com

From your knowledge of this section,
please provide brief responses to
each of the following questions:

1. Define briefly the meaning of Ecoagricul-
ture.

2. Can Ecoagriculture convert into a lever to
enhance the competitiveness of the agri-
cultural sector?

3. The term "eco-agriculture" was coined by
Charles Walters, economist, author, editor,
publisher, and founder of Acres Magazine
in 1970 to unify under one umbrella the
concepts of "ecological" and "economical”
in the belief that “unless agriculture is
ecological it could not be economical”. Do
you support Walter's concept. Name and
describe the reasons why.

4. How can ecological agriculture fail its pur-
pose? In your opinion which are the direc-
tions for the effectiveness of an ecoagri-
cultural system?

5. Name and describe all eco-friendly cultiva-
tion practices that are included in the
Agenda 21.

6. Sustainable agriculture is a complex issue
associated with producing food, while
maintaining the biophysical resources in-
cluding soil, water and biota with no ad-
verse impacts on the wider environment.
In your opinion, how can this complex is-
sue be accepted by the agricultural socie-
ty?

[1] Antle J. and P.L. Pingali, (1994), Pesti-
cides, Productivity, and Farmer Health: A Phil-
ippine Case Study, American Journal of Agri-
cultural Economics, Vol. 76, No. 3, pp. 418-
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of CAP Reform 2014-2020, Brief No 5, De-
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(http://ec.europa.eu/agriculture/cap-post-

2013/).

[3] Jefrey A., et. al. (2001), Common ground,
Common future: How ecoagriculture can help
feed the world and save wild biodiversity, The
World Conservation Union (IUCN),
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[4] King D., (2014), Transitional to Eco-
agriculture in Europe, Country Side, Vol. 149,
pp. 2-3.



http://www.cyprusfoodndrinks.com/
http://ec.europa.eu/agriculture/cap-post-2013/
http://ec.europa.eu/agriculture/cap-post-2013/
http://www.ecoagriculturepartners.org/reports.htm

[5] Laporte, S., (2012), Agenda 21: I' opposi-
tion n' y voit qu' une "imposture’, I' Union:
Champagne, Ardenne, Picardie (in French).
(http://www.lunion.com/article/marne/agend
a-21-lopposition-ny-voit-guune-imposture).

[6] Li et al., (2012), A system dynamics model
for analyzing the eco-agriculture system with
policy Recommendations, Ecological Model-
ling, Vol. 227, pp. 34-45.

[7] Mishra M., (2013), Role of Eco-friendly Ag-
ricultural Practices in Indian Agriculture De-
velopment, International Journal of Agriculture
and Food Science Technology, Vol. 4, No. 2.

[8] Shi T., R. Gill, (2005), Developing effective
policies for the sustainable development of
ecological agriculture in China: the case study
of Jinshan County with a systems dynamics
model, Ecological Economics, Vol. 53, pp.
223-246.

[9] Wallters, C.J. and C.S. Holling, (1984), Re-
silience and adaptability in ecological man-
agement systems: Why do policy models fail?
In: G.R. Conway (ed.). Pest and Pathogen Con-
trol: Strategic, tactical, and policy models.
John Wiley, Chichester, UK. pp. 470-479.

[10] Walters C. Jr. and C.J. Fenzau, (1979), An
Acres USA Primer, Acres USA, Raytown, MO.

132


http://www.lunion.com/article/marne/agenda-21-lopposition-ny-voit-quune-imposture
http://www.lunion.com/article/marne/agenda-21-lopposition-ny-voit-quune-imposture




ISBN 9789963160204

Lifelong
Learning
Programme

0" 7899631160204

INZTITOYTO FrEQPTIKQN
EPEYNQN

( L_)| |‘"FUNDAC|(’)N
i Iﬁd MAIMONA
El)f—!%% uﬁrooon\s) ‘\—\, / Innovacion Local o Local Innovation



	e_book_EN
	Page 1
	Page 2
	Page 3
	Page 4
	Page 1
	Page 2

	e_book_EN 138

