Updated Teaching Note-Spring 2020

Direct and Online Meat Sales in the COVID era

Although this case was written over 10 years ago after providing applied research and technical assistance to a collaboration of beef producers who wanted to develop their own markets, it is more timely than ever as COVID has producers seeking out new markets.  Either because of weak commodity market prices that exist in early 2020, or the loss of other direct markets (chefs, farmers markets, schools) because of “stay in place” orders throughout the country. 
In addition to the teaching note below, you could update this case with links to a few news stories and an update from the meat company, now doing business as Homestead Natural Meats (http://homesteadmeats.com/), and lead discussion with some new questions below.

Colorado Homestead Ranches has been in business for over two decades, and has made several key changes over those years, including the integration of processing, addition of a retail store, and then reorganization to allow different people and organizations to focus on production, processing and marketing (while maintaining strong supply chain ties). 

1) From what you can learn about Homestead Natural Meats (http://homesteadmeats.com/), what key differentiation and marketing strategies have been maintained in this operation and collaborative of supply chain partners?

a. This relates to the 2nd original discussion question.
2) With restaurants and some farmers markets shutting down, there were clear signs that some meat producers were seeking alternative sales channels.  

a. In response, Oregon Tilth quickly organized this Webinar related to Food Sales through Online Platforms (that were more targeted than Amazon or Walmart).

b. The Niche Meat Processing Assistance Network is a national community of practice for organizations helping small meat processors and the producers they serve to thrive, (https://www.nichemeatprocessing.org/).  They recently posted a Webinar on the logistics of online shipping, posted on Youtube: https://www.youtube.com/watch?v=jSb7sgm-M6k.  
Given these webinars, what do you see as the key tradeoffs of Homestead Meats expanding their online sales as a way to maintain sales?
Original Teaching Note-(Fall 2008)
Having the producers come as guests is the most effective way to present the case, but alternatively, students could be asked to find examples of similar niche beef marketing operations in their area, or even, to compare this case to vendors of any food product at a local farmers market.

The primary purposes of CHR’s market research and planning are to:

1. Analyze how different marketing channels may influence the financial performance, sales volume and consumer profiles of an alternative meat marketing business.  This is a useful exercise in an era of increasing attention to direct marketing, local food systems and value-added agriculture.

2. Segment the market to help target consumer segments with the greatest potential for CHR.  In doing so, they may refine product positioning for CHR by analyzing interest in various product attributes, including production processes and more intangible factors, such as consumer’s motivations for purchases.  The need for better labeling and marketing materials (brochures) is necessary when moving from direct to wholesale marketing, but the message in those materials must appeal to the targeted consumers.
3. Analyze consumer willingness to pay and assess potential market share at various price points for four different beef products, as a representative sample of the CHR product portfolio. Again, this may help CHR to develop suggested retail prices with partners.
Case Discussion Questions:

Potential discussion points for these questions: 

Middle of Case

1. Which of the CHR competitors provide the greatest direct competition for each of these important consumer factors?  What claims already exist in the marketplace?
You could ask students to actually do some in-market research to see what claims are found, how frequently different claims are mentioned, and have them verify (or dispel) that some factors are always “bundled” together by different companies.  Extending this further, you could ask some to do it at conventional supermarkets/supercenters, others to go to natural food stores/coops or farmers markets if they are operating, or even check if restaurants are making claims on menus.

2. What type of production choices and marketing claims might this motivate CHR to consider?
In the case of CHR, they combined some of the mainstream marketing messages (no antibiotics/hormones) with discussions of their family’s history and role in the local ag community.  Their hope was to compete with the national natural brands, but customize the product in a way that created positive perceptions among consumers who sought local foods, quality beef and wanted to support heritage ranches in Colorado.

Case Discussion Questions:
End of Case

Overall, would the market analysis presented suggest there is broad enough consumer interest and demand for CHR products to warrant the development of broader marketing channels (retailers and restaurants)?
Since each of the sales categories could double with sufficient marketing investments, and there is no slowing in sales growth, the market analysis does suggest broad enough interest.  At this point, the instructor could ask the students to combine the sales figures on page 6 with the market analysis, to guess which segments are represented in each of the categories.  For instance, the frequent buyers may be the health and natural consumers and the empathetic value seekers may be the occasional buyers.  These may not line up perfectly, but would allow students to make some sales projections with these realistic, albeit imperfect, assumptions.

3. How should CHR further differentiate itself from other branded beef products?  What is their optimal product position?  
Draw back from market research students do in local stores/meat markets and talk about if there are similar local products.  Talk about the types of claims that continue to emerge in the market place.  There is also plenty to find on this from simple Google searches.

4. Who are the most accessible and actionable consumer segments? What retail and restaurant partners might help CHR reach the most promising consumer segments?
Thilmany et al (2006) provide a more detailed analysis of this work and this is some of the information you could distill from that article, even if you don’t assign it as a reading.  The High-Income Professional Quality Seekers, and Health Conscious Urban Parents (55 individuals, or 13%) are akin to the professionals and well-organized eco-families found in previous European research, and represent the best potential for CHR’s current marketing strategies and product position.  So, these market segments should receive the most attention in defining the customer base, but other segments will be the comparative baseline from which to contrast the targeted consumers’ attitudes and behavior.  

The gender and age findings are not surprising since younger consumers are likely to be in their child-rearing lifestage, and past studies have found that concern about children raises interest in food health and quality issues.  Still, given the first cluster is younger and more male than average, it may suggest an interesting dynamic of fathers who have accepted more of the household duties, such as shopping and cooking.  Not surprisingly, the targeted consumer segments are relatively high income, while the price conscious consumers may feel constrained to buy differentiated products because of their low household income.  

The high income professionals (cluster 1) are more likely than average to shop at health food stores, meat shops, farmers markets and the Internet/mail order.  Health conscious urban parents are far more likely to shop at health food stores, but less likely than average to choose any other alternative shopping location.  The high income professionals, they rarely rated any production process as being more important to them than the average consumer, but BSE testing was of greatest interest.  On the other hand, the second cluster of health conscious urban parents found the majority of these production practices to be very important, especially BSE testing, no antibiotics, no hormones humane treatment and natural claims.  
Among the second targeted cluster, organic lean, nutritional and fresh products are particularly desirable, which is consistent with the production practice analysis, and illustrates the types of messages that may appeal to this segment.  For the first cluster, we find the importance of all these attributes to be rated low again (like production practices), with the exception of convenience-oriented characteristics like ready to heat and pre-seasoned products, of the correct size for the consumer’s household.  This is an interesting finding for CHR since they have made small inroads into value-added processing, and may find a way to match their future product offerings to these high-end consumers if they explore marketing relationships with retailers.
Overall, CHR is positioned well relative to two of these clusters (health conscious urban parents and empathetic value seekers), but they are likely to only secure sales from the former given the price sensitivity of the latter (unless they grow freezer beef sales above its current level).  However, there are new practices they could adopt, including humane treatment certification, traceability and origin labeling that is certified rather than communicated through personal sales, fresh meat offerings, which would increase their appeal to the health conscious parents. With respect to urban professionals, beyond increasing their marketing channels to shops where they frequent (like urban versions of their own Homestead Market), the best position would be to further explore the process-oriented value added activities that were the focus of their USDA Value-added grant.
5. Should CHR’s pricing strategy be uniform across marketing channels and targeted consumers?  How might pricing strategies be used to address the challenge of marketing the large volume of ground beef relative to steaks? 

It is interesting to note that price conscious consumers are far more likely to buy directly from producers, so that even if they may not pay the premium required for a quality-differentiated beef product, they may exhibit strong potential for other niche beef marketers who want to market volume, freezer beef.

Among the clusters, urban professionals and health conscious parents are willing to pay the greatest premium for all types of beef products, with the urban professionals signaling the least price sensitivity (even though their demands for production practices seem to be far less).  The urban professionals and health conscious parents are particularly strong targets for value-added products as they are two to three times higher in the price they are willing to pay than an average consumer (compared to twice as high for ground beef).  The 20-30% price premia that these targeted consumers are willing to pay may well justify the adoption of new production practices, exploration of new marketing channels and increased marketing activity, but analysis of potential market share for the greater population may allow us to better assess the real potential at different price points.
Extending Discussion and Application of Methods

Although more and more agribusiness programs are adopting and integrating market analysis methods from the general business field, the intended audience, upper-level undergraduates and Master’s level students may not have seen factor or cluster analysis.  The case was written with the understanding that this might be true, so it is primarily the outputs, presented in graphical form that the reader is asked to focus upon.  If the instructor wanted to up the rigor of the discussion, a reading on cluster analysis could be assigned, but the primary focus of this case is using market analysis (like the reports many private companies buy) to develop an effective strategic marketing plan.  Again, the Thilmany et al article recently published would provide more detail on factor analysis and cluster techniques if the instructor wanted to add more analysis to the discussion.
References:

Thilmany, D., W. Umberger and A. Ziehl. “Strategic market planning for value-added natural beef products:  a cluster analysis of Colorado consumers.”  Renewable Agriculture and Food Systems, 21(September 2006): 192-203.

