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Strategic Plans for the 21st Century:

Why Six P’s?
by dwb
ost agribusiness decision makers today
know about the four major strategic
areas of marketing. Known as
“The Four P’s,” they are Product, Price,
Place (distribution) and Promotion. For years
these key decision areas of a good marketing
plan have focused decision makers on those
essential actions that will achieve their
marketing objectives.

But the world has changed dramatically since the
Four P's were introduced. With the world of
agribusiness becoming increasingly competitive,
more sophisticated approaches have been needed.
Several years ago | started introducing clients to
an additional two P's — People and Partners. Now
with Six P's, decision makers had additional areas
of strategic focus in developing a no-nonsense,
Meat & Potatoes” marketing plan. But why the
extra two P’'s?

The People part of a strategic plan deals with
training and development of the people within the
organization, in order to add value through
improved performance at all levels. Additionally,
it includes how and what we communicate to

ON TRACK

VOLUME 3, FIRST QUARTER 2006

people in the organization. All
too often a well-developed and
comprehensive marketing plan
fails to deliver results because
the people involved didn't or
couldn't implement the plan
effectively. This is often
because they didn't understand
the plan and how they were part of it, or their
skill levels weren't up to the standard to achieve
the plan's objectives.

By incorporating a People strategy which ranks in
importance with Price, Product, Place and
Promotion, the leaders of a company can enhance
the effectiveness of the plan’s execution and
deliver the intended results. In reality, when
viewed at this level, the value that People give to
both the business and customers often becomes
the differential advantage that the company needs
to be competitive in the marketplace.

As agriculture continues to consolidate, not just
in the North America but also worldwide,
agribusiness firms are faced with finding better
ways to expand their revenues through broader
capabilities and offerings. The costs of starting a

(Continued on page 5)

How About Rail in Your Transportation Plan?

fter 30 years of shrinking their businesses,

pulling up track and getting rid of those

ubiquitous cabooses, United States railroads

are now catching up with the increased
demand for rail shipping.

North American freight rail traffic has exploded
the last few years, and the railroads are laying
new track, ordering new locomotives, hiring new
crews, and building new cars to respond. As
Clarence Gooden, the executive vice president of
the CSX Railroad put it recently, “There is a rail
renaissance going on.”

This growth is driven by several factors,
including congested highways, labor shortages,
rising fuel costs, increased imports from China
and the high price of scrap steel, to name a few.
After many years of reliance on trucks, many in
agriculture are looking to rail and rail multi-
modal transportation to solve their
transportation problems.

In the next issue of Meat & Potatoes" we will
take a look a rail shipping issues and the
viability of rail in an agribusiness strategic
distribution plan.
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Truths About Potatoes

f the sous chefs at the Bellagio know

what to do with a purple potato,or if

Washingtonians eat baked potatoes
without fear of carbs, they might well have
Karen Bonaudi and the Washington State
Potato Commission to thank for it.

Her job as assistant executive director
puts Bonaudi's creativity on the line daily, as she
and the small staff at the commission look for
more and better ways to raise the visibility of
Washington's potato crop.

So a visitor digging down into the commission’s
website (www.potatoes.com) will find everything
from a 20-page collection of celebrity-chef
recipes (“Kaspar's potato, lobster and arugula
martini,” anyone?) to a chart of potatovarieties
that is available in English, Spanish, Korean,
and Chinese. Teachers can download classroom
workbooks and order “spud tattoos” for kids.
There's even a “Spud Syllabus” telling novices
how to choose, store and cook the nearly 2 dozen
varieties of potatoes commonly grown in
Washington.

“As well as homemakers and culinary schools, we
had the chef at one of the restaurants at the
Bellagio in Las Vegas call us up asking for copies
of the Syllabus, so he could teach his staff about
potatoes,” Bonaudi recalled recently.

The point, Bonaudi told “Meat & Potatoes,” is to
raise the visibility of Washington potatoes and
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eliminate the myths that linger,
particularly as a result of the Atkins
diet craze.

There are three key messages underlying
the commission’s visibility campaign:
e Potatoes are nutritious.

“They're second to broccoli in
antioxidants. They have half the
daily requirement of vitamin C. They have
as much protein as a half-glass of milk,”
Bonaudi said. Additionally, carbohydrates
are essential to the body. “They are the
fuel that your body runs on. If you have no
carbs in your diet, your body will start
consuming its muscle mass,” she said.

e Potatoes are valuable to the state's
economy. Because 87 percent of the
Washington crop ends up processed, the
industry puts $3 billion into the state
economy each year.

e Washington potato farmers act responsibly
toward the environment when they protect
crops from pests. “Fruits and vegetables
require protection, but the chemicals used
are controlled. Our growers all have to be
certified” she said.

Bonaudi advocates alternative ways to deliver
these potato-promoting messages, such as the
commission’s “Kids Are Growing” greenhouse
competition. “To get to adults, and people who
would have an opinion and who would express it
in different ways, we found that targeting kids is
a good way to do that,” she said.

In a partnership that includes International
Greenhouse Co., KING5 television and Marlys
Bedlington of Pure Potato in Lynden, Wash., the
program provides greenhouses, potato seed and
$1,000 to teams of children at five urban
elementary schools.

“This lets them find out what it takes to grow
anything. Some students have been raised in
apartments and think potatoes grow on trees like
apples,” she said. “And if fungus grows in their
greenhouse, the kids learn about how the farmer
isn't in complete control of everything. It starts

(Continued on page 6)
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How Public Policies Influence Specialty Crop

Competitiveness

By Jay E. Noel, PhD, Director, California Institute for the Study of Specialty Crops,

at California Polytechnic State University

This is Part 2 of a series about the changing economic and political
environment affecting specialty crop production in California. These same
forces affect specialty crop producers in other areas of the United States.

In Part 1, the five key drivers of change were identified: alteration in

consumer food demands, changes in technology, increased international
market integration, public demand for environmental quality, and population
growth and consequent urbanization. This article discusses the public
policy environment influenced by these drivers of change.

he public policy environment has become

an important determinant of profitability

and competitiveness of the California

specialty crop industry. Producers and

their industry groups should take the
initiative, working toward public policies that
would help the specialty crop industry maintain
and potentially improve its long-run future.

A large number of public policy areas and
programs can have positive or negative impact on
the competitiveness and profitability of California
specialty crop producers. Table 1 shows nine
different public policies that have the potential of
impacing the competitveness and profitability of
California specialty crop producers (see Table 1).
But most people would probably agree that five
policy areas top the list: research, labor and
natural resources, trade, environment, and
consumer food.

Research Policies

Research is a policy issue that many specialty
crop producers believe is very important to their
remaining competitive in an integrated world
economy. Research programs that lead to labor
saving production technologies, crop protection
strategies and invasive and general pest
management can decrease production costs and

reduce the probability of
suffering signicant and in some
case long-run crop loss.
Research in post-harvest
storage and transportation
technologies and new product
development assist producers
in developing new markets and
assist them in successfully

competing in existing markets
against international competitors. Research that
provides economic information helps producers
better understand the impact of changing markets
and policies and how those changes will impact
their competiveness and profitability. There is
also a recognition that the productivity of
research,

in general, depends on the quality of

extension education.

Farm Labor Policy and Natural
Resource Policies

Natural resource policy and farm labor policies
impact the basic factors of agricultural
production: the supply and cost of land, water,
capital, energy, and labor. Such policies include
land-use restrictions, laws affecting water
contracts, availability and cost, cost and
availability of capital, and rules or laws about
energy supply and cost and the farm labor pool.

It is not surprising that California specialty crop
producers and their organizations scrutinize and
try to influence the scope and direction of these
natural resource and labor policies.

(Continued on page 4)

Table 1. Public Policy Areas
and their Component Programs
Environment Farm Safety Consumer Market Trade Natural Labor Rural Tax
Net Food Resource Development
Regulatory income Food choice marketing export land immigration business farm inputs
support orders development
income
Conservation insurance nutrition market import water Cost health
and health power property
disaster Food energy housing
assistance assistance
food safety

Note: These policy categorization choices might not be those that others would choose. However, the framework is meant to aid in discussion, not be definitive.
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(Continued from page 3)

A good example is the current debate over U.S.
immigration policy. Several specialty crop
organizations have expressed concern over a farm
labor shortage that could be quite costly to the
industry. They seek policies allowing temporary
farm worker programs, as well as long-term
immigration policy reform to increase the supply
of farm workers, especially during the

harvest periods.

Natural resource and labor policy interact with
policies on taxation (land and energy taxes) and
rural development (housing, health and education,
all areas that impact farm worker living
conditions and thus availability). A longer term
question is how rural development or tax changes
would affect future costs of labor, energy and
water. Specialty crop producers fear losing out
to foreign competitors if these production

costs rise. Whether this would actually occur,
given increases in output productivity and
uncertain changes in output prices, is an
empirical question.

Trade Policy

Trade policy determines the “rules of the game”
as companies buy and sell internationally. The
primary responsibility for trade negotiations in
the United States lies with the Office of the
United States Trade Representative.

Trade policy breaks itself into export policies
(such as trade agreements and export assistance)
and import, or border, policy. These are
important issues with California specialty crops,
and producers divide along predictable lines.
Specialty crop producers who benefit from freer
trade are strong supporters, and those who face
increasing competition for domestic markets
oppose freer trade.

Environmental Policies

Environmental policy reflects the general public’'s
increasing demand for remediation of
environmental degradation and increased demand
for environmental goods. This has resulted in an
increasing number of environmental policy
programs, both mandatory and voluntary, aimed at
meeting those demands.

Increasingly, California specialty crop producers
worry about maintaining competitiveness in the
face of three costly, or potentially costly, factors
of the regulatory environment:

-- Compliance costs and restrictions
associated with environmental standards.

-- Financial risk from violating standards.

-- The potential cost of additional, and
perhaps more stringent, standards in
the future.

Finally, while California agriculture is among the
largest beneficiaries of the Environmental Quality
Improvement Program, it and other federal
programs for “green payments” are not adequately
funded or do not work well for specialty crops.

Environmental policy programs, have a number of
spillover effects. Water quality and air quality
standards influence water allocation and the
energy technologies that agricultural producers
use. Additionally, environmental polices
interrelate with energy policies. For instance, to
the extent that energy policy encourages the use
of renewable sources of energy (biofuel crops)
and the on-farm production of energy, it could
reduce environmental degradation and help
remedy environmental damage.

Mandatory environmental policies also interrelate
with both export and import policies in two ways:
by increasing the cost of products for export
compared to nations without such rules; and by
raising chemical, pest and phyto-sanitary issues
with imports - which can be overruled as non-
transparent trade barriers by the World Trade
Organization or regional trade-dispute bodies.

Consumer Food Policy

Consumer food policies include the categories of
food choice, including selection based on non-
safety attributes such as traceability or organic
production, nutrition and health, food assistance
programs, and food safety rules.

The food choice, nutrition and food assistance
programs are of increasing interest to specialty
crop producers, because each factor has the
potential to increase the demand for fruits,
vegetables and nut products.

Food safety can affect farm and food industry
profitability, product reputation and market
competitiveness. There is also an
interrelationship with trade polices, because
food moving between countries can pose
food-safety risks even as safety regulations
differ across national boundaries. This single
concern has become one of the dominating
issues when nations discuss food trade.

(Continued on page 5)
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Public Policy Jurisdiction

All of the public policy areas listed in Table 1 can
impact the production costs and revenues of
California specialty crop producers. For example,
export trade policies that increase market access
for specialty crops or provide funds for their
promotion overseas can increase producers’
revenues. Alternatively, several policy areas
such as mandatory environmental regulations,
labor rules, natural resource policies, and tax
policies can increase production costs.

Yet the public policy environment affecting
California specialty crop production is complex
and becoming more so over time. Table 2 shows
the public policy jurisdiction for different public
policy areas.

Table 2.

Public Policy Jurisdiction
Public Policy Areas Federal State Local
Research X X
Labor X X
Trade X
Enviroment X X
Consumer Food X
Natural Resources X X
Farm Safety Net X
Rural Development X X
Tax X X X

Although the federal government has overarching
jurisdiction, state and local governments have
some jurisdiction in all but trade and farm
safety net policies These multiple jurisdictions

can create several problems for public
policy formulation.

First, there can be conflicting objectives between
the political jurisdictions, making it difficult to
reach compromise and agreement. Second,
because policy areas tend to interact, the goals
or objectives of the different levels of
government can conflict. Third, the multiplicity of
jurisdictions leads to duplication and complexity
that can puzzle the producers trying to
understand exactly what is required of them.

Conclusion

As the factors delineated in this article
demonstrate, California’s specialty crop industry
depends on the public policy environment for its
future. California specialty crop producers and
organization must be proactive, working for the
adoption of public policies that will help the
industry to maintain its profitability and
competitiveness today, and to improve

them tomorrow.

O

For more information:

The California Institute for Study of Specialty Crops
has instituted a series of studies about the industry.
The first in this series is “A Synopsis of the
Regulatory Environment Affecting California Specialty
Crops,”
http://www.cissc.calpoly.edu/research/. The
second study, which will be released soon, is
"Analysis of the Regulatory Effects on California
Specialty Crops: An Examination of Various Issues
Nut,

available free online at

Impacting Selected Forest Products,
and Vegetable Crop Industries.”

Tree Fruit,

Strategic Plans for the 21st Century: Why Six P’s?

new enterprise or business unit is very high, and
the cost and challenge of acquiring and
integrating an acquisition can be prohibitively
high as well.

Therefore, the importance of the Sixth P,
Partners, has reemerged as an effective and
economical means of broadening and adding value
to a firm through effective use of alliances.
These alliances can be research, production,
marketing or distribution alliances. The
development of Partners and alliances has been

Meat and Potatoes®

around for hundreds of years, but only when it
becomes part of the strategic focus does it get
the attention it deserves.

As we all plunge deeper into the 21st Century,
the Six P’s will become more important. The
power of People and strategic Partners will be key
to maximizing an agribusinesses’ long term
growth potential. Over the next few issues of
Meat & Potatoes” | will lay out all six P's and
their importance in strategic agribusiness plans

for the future.
a\
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Truths About Potatoes

(Continued from page 3)

them thinking.”

Bonaudi suggests that this
cooperative model could work as a
marketing tool locally, too. “Farmers
could partner with grocery stores
and schools to increase awareness
for everybody,” she said. “One hand
clapping isn't very loud. But when
you get together with someone who
has a stake in it, it's a natural
tie-in.”

She recommends joint marketing with
restaurants and farmers’' markets in
cities, where urbanites seem eager

to “get back in touch” with their food

sources. Indeed, city dwellers are “That's an idea people are talking about a lot, and
ripe for being educated via agri-tourism, with I think it's definitely going to take off,” she said.
events such as catered dinners on the farm, she “Those that are willing to do it will reap all kinds
said. of commercial benefits in the community.”
=
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