Course:
01.411 Agricultural Business and Management

Unit 7:
Marketing 
Lesson 2:
Marketing Functions

QCC:
64, 65, 71, 79
Objectives: 

1.
Evaluate tangible and intangible markets.

2.
Monitor marketing efficiency.

Teaching Time:


4 hours
References:

Steward, Jim. Farm and Ranch Business Management.  Deere and Company.  Moline, Illinois.  ISBN: 0-86691-135-9.  1992.
Materials and Equipment:

Handouts 7.2.1 - 7.2.3

Teaching Procedure

Introduction and Mental Set

Agricultural marketing is often considered to include all that is done to a product after it leaves the farm.  This definition of marketing is accurate to a point, but it does separate production on the farm from marketing.  The production activities affect marketing, thus they are a part of the marketing process.  Therefore, production is interrelated with other marketing activities and should be considered when considering the marketing of a product.

Discussion

1.
Functions of Marketing

Basically, there are two general functions of marketing

· Tangible

· Intangible

2.
Tangible functions

Tangible functions add value to the final product by physically clarifying the form, place, time, or possession of the product.
3.
Tangible functions include 

(Display and discuss transparency 7.2.1)
· Processing, grading, and packing

· Transporting and distributing

· Storing and allocating

· Buying and selling
4.
Intangible functions

Intangible functions associated with customer preference affect the production and the physical marketing of the product.  Intangible functions give the consumers what they want, where they want it, and when they want it.

5.
Intangible functions include 

(Display and discuss transparency 7.2.2)
· Pricing

· Financing

· Risk bearing

· Informing (advertising)

· Decision making
6.
Marketing Efficiency

Efficient markets produce profits no larger than the minimum required to keep people in business and are not large enough to encourage others to enter the business and cause an over supply.
7.
Farmers and ranchers make more profit when they supply markets more efficiently than someone else with respect to time, place, and form.

· They store commodities when expected price increases will be more than storage cost. (Display and discuss transparency 7.2.3)

· They ship to one market rather than another if the price difference is greater than the transportation cost difference

· They dry grain if the price difference between high moisture and dried grain is more than the cost of drying
8.
Higher profits come from doing these market functions more efficiently

· Bargain for higher profits

· Pool products for sale

· Cooperatively own the market or process facilities
9.
Worksheet B: Tangible functions of marketing (Farm and Ranch Business management study guide).

Summary
A basic understanding of marketing efficiency makes it easier for producers to recognize potential profits.  High prices alone do not mean high profits.  It is the combination of high prices and low costs that means more profit for the farmer or rancher.
Evaluation

Written test
7.2.1


Tangible Functions

Processing, grading, and packing

Transporting and distributing

Buying and selling

[image: image1.png]



7.2.2

Intangible Functions
Pricing

Financing

Risk bearing

Informing (Advertising)

Decision Making
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