Marketing Farm-Raised Catfish to Tennessee Restaurants

Description of Study

• Survey of 118 catfish restaurants in Tennessee.

• 71 percent response rate.

Results of Study

• The majority of catfish purchased in Tennessee are IQF (Individually Quick Frozen) fillets.

• Two primary groups of restaurants: those who serve between 100 - 500 lbs per month, and those who serve

more than 1000 pounds per month.

Marketing Methods

• To service the restaurant market channel, a producer must be able to consistently supply a good product,

sometimes at rather high volumes.

• Direct selling to restaurants can lead to increased revenue.

Conclusions

• Branding catfish may be one way to increase revenue and consumer knowledge of a product.

• The restaurant market channel has many opportunities for enterprising farmers.

Marketing Study

“Marketing Farm-Raised Catfish to Tennessee Restaurants”

Federal-State Market Improvement Program

October 2000

Survey Design

The survey is divided into four parts: type and amount of catfish desired by the restaurant, marketing methods,

demographics and a separate section for those restaurants that raise their own catfish. A copy of the survey is included

in Appendix. After the initial survey was complete, a “listen-in” was conducted to find out if any of the questions on the

survey were confusing and/or not necessary. After listening to two sets of responses, a number of the questions were

changed to lead to more informative answers. The restaurants contacted were primarily independently owned and

operated catfish restaurants. Chain restaurants were excluded from the study due to the purchasing habits of such chains

(they usually buy from a national distributor/wholesaler). Out of 118 eligible restaurants surveyed, 84 restaurants

participated in the survey (71 percent response rate). Only four restaurants contacted indicated that they raised their

own catfish.

[image: image1.png]Characteristics of Respondents
How the restaurants categorized themselves seems o have some correlation with how they served catfish. As

presented in Figure 1, the two largest groups surveyed described themselves as cither a catfish restaurant (29.7 percent)
ora seafood restaurant (32.8 percent).

Figure 1: Type of Restaurant

According to Table 1, every restaurant surveyed indicated that catfish was served on the menu and 19 percent of the
restaurants also served catfish buffet style.

Table 1: Number of Restaurants Serving Catfish As A Meal,

Buffet or Combination
Menu and/or Buffet Number of | Percent (%)
Restaurants
Menu only 68 Ell
Some combination 16 )

Total K 100





[image: image2.png]As presented in Figure 2, summer is by far the time of the year with the highest sales of catfish by the restaurants
surveyed. The next highest category was “same,” indicating level sales of catfish throughout the year.

Figure 2: Best Thme of Year for Gatfish Sales

The number of years the surveyed restaurans have been open varies widely. One of the restaurants has been
open for 92 years, while the newest one has only been open a couple of months. For case of reporting in Table 2, the
restauranis were grouped into four categories: 0-5 years, 6-10, 11-20 and 21 years or longer. Afier 20 years, the
customer base should be somewhat stable, as should the average customer attendance per week, month and/or year.

The menu is also probably fairly stable.

Table 2: Restaurant Longevity
Number of Vears Open_|_Number of Restaurants Percent
S or Less T 67
610 i3 00
20 B} 750
2T and Up 3T 369
Total 5] 976

The seating capacity for the restaurants surveyed ranged from 30 seats to 2000, with a median of 200, The

results were divided into five categories for easier analysis. Out of the 80 restaurants that responded o the question,
56.3 percent scat between 100 and 300. The average weekly customer count had a much poorer response rate (only
47.6 percent of 84 restaurants) and has been cross-tabulated with seating capacity, yielding the expected results.
Restaurants with a higher scating capacity also show a generally higher average weekly count of customers, though a
few restaurants with high seating capacity averaged lower than expected weekly counts. A detailed analysis of seating

capacity is presented in Tables 3, 4 and .
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Seating Capaci Number of Restaurants
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300 - 399 13 15.5
300 and up s 05
Missing 4 48
Total 84 100.0

Table 4: Number of Restaurants and Average Weekly Customer Count

Avg. Weekly Count Number of Restaurants Percent
= 33

Less than 1000
8
3 03

5000 and up s
Missing ) 524
Total 2] 1000

Table 5: Cross-tabulation: Overall Seating and Average Weekly Customer Count

Average Weekly Customer Count
1000 - 1999 [ 2000 - 2999

Tess than

1000

Overall
Seating
Tess than
100 seats

200200
300399
400 and up
Total
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The majority of restaurants surveyed (78 out of 84 viable responses) buy catfish for use in their restaurant, four
restaurants indicated they raised their own catfish and two did not provide an answer. The amount of catfish that
restaurans purchase per month ranges from 20 pounds fo 12,800 pounds, with a mean of 1,537 pounds per month.
Table 6 shows the number and percentage of restaurants purchasing crtain levels of cafish per month,

Table 6: Number of Restaurants and Pounds of Catfish Bought per Month

Pounds of catfish/month Nurber of Restaurants Percent
Tess than 100 15 1790
100 10 400

00 10 900

reater than 000

Missing 3 71
Total 2 T00.0

The majority of restaurants usually purchase frozen catfish. Six restaurants purchase both fresh and frozen, but
typically the restaurants surveyed bought catfish either fresh or frozen, but not both. The categories in Table 7 were
calculated on whether the restaurants purchased more than 50 percent of either fresh or frozen fish. If the percentage
purchased was greater than 50 percent of fresh, then the restaurant was included in the “Fresh” category.

Table 7: Number of Restaurants Purchasing Frozen or Fresh Catfish
Form of Catfish Nurber of Restaurants Percent
Mostly buys fresh catfish 18 214

[

Missing
Total 2 T00.0

Of the 71 restaurants which purchase at least some frozen catfish, the majority (88.7 percent) buy IQF
(Individually Quick Frozen) catfish versus block frozen catfish (11.3 percent). Block frozen catfish are usually in at least
5-pound blocks, while IQF fillets, steaks or whole fish can be thawed and cooked individually. This makes IQF fish
much casier to handle.

The cuts of catfish restaurants buy include fillets, whole fish and other (which includes steak and nuggets). The
two most common forms bought are fillets and whole fish: and these two categories account for 92.7 percent of the
catfish purchased. Only six restaurants indicated that they purchased any form other than fillets or whole catfish.
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of Catfish
Fillet 50 595
Both whole and fillet 2 262
Fillet, whole and other T 2
Fillet and other H 6.0
Total 52 97.6

Source

The suppliers from which restaurants purchase catfish is almost as important fo Tennessce producers as the type
of fish purchased. By understanding where restaurants purchase caifish, producers can better serve the restaurant
marketing channel. As presented in Table 9, out of 83 restaurants, 61.9 percent purchase catfish exclusively from one
source. Only 2.4 percent purchase from four or more sources.

Table 9: Number of Sources Restaurants Buy Catfish From

Number of Sources Number of Restaurants Percent
One 52 619
Two 17 202
Three 12 143
Four or more 2 24
Total 3 o858

While some restaurants may purchase from more than one source, Table 10 shows that the primary supplier for
51.2 percent of those restaurants surveyed was a food service vendor, with wholesalers close behind at 39.3 percent.

Table 10: Number of Restaurants & Where They Purchase Input
Catfish Seller Number of Restaurants Percent
Wholesaler

Producer

Other source

Total

The range of prices paid by restaurants varied widely, though all prices (except one) were below $4 per pound
for fillets (see Table 11, next page). Only 57 percent of 84 restaurants responded o this question. The response rate fo
“prices paid for whole fish” was only 4.9%. While only six restaurants responded to the question on how much they pay
for “other” cus of catfish, that is the same number of restaurants that indicated they served “other” types of catfish. The
prices paid for “other” catfish ranged from $1.50 to $3.90 per pound. The range of prices paid for fillets varied from
$0.94 t0 $6 per pound. As only one respondent indicated a price above $3.90 per pound ($6), and this figure widely
skewed the results, it has been omitted from the following table. OF those restaurants which responded to the question,
70.8 percent are paying between $3 o $4 per pound for fillets. The median price reported was $3.15 per pound.





[image: image6.png]Table 11: Number of Restaurants & Price Paid per Pound of Fillets
Price per pound / fillets Frequency Percent
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The question of whether the restaurants were satisfied with their current supplier(s) was answered by all
restaurants as “yes.” Twenty-six restaurants indicated that they currently purchased catfish from a local source. Of the
remaining 57 restaurants, 50 percent indicated that they would be willing to purchase catfish from a local source if they
could receive a consistent, high-quality supply of the products they needed. Almost none of the restaurants indicated
any problems with finding reliable sources of catfish. In terms of learning about new sources, the restaurants were
varied in how this was done. About 22 percent learned about new sources from wholesalers; other sources used include
other restaurants, sales representatives and producers.

Tennessee-Raised Catfish Use/Awareness

Only cight restaurants in the survey population sell Tennessee-raised catfish. Those cight were split evenly on
whether selling Tennessee-raised catfish contributed to higher levels of sales. Twenty-four percent of the total survey
population flt they could increase sales by selling Tennessee-raised caifish, while 44 percent did not think it would
change their level of sales. The remaining 32 percent did not know if it would impact sales levels or not. Only 14
percent of restaurants indicated that customers routinely asked if the catfish the restaurant served was raised in
Tennessee (see Table 12, next page).
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Advertising

Restaurants appear to use a wide variety of advertising media. As presented in Table 13, newspaper ads were by
far the most common form of advertising used by restaurants. Radio advertising falls under the “Other” category and 18
restaurants use radio for advertising. Word-of-mouth was also mentioned several times.

Table 13: Advertising Media Used Per Restaurant

Media Number of Restaurants Using Media | Percent of Restaurants Using Media

Television 202
Newspaper 58.3
Billboards 214
Other 512
None 167

The usefulness of advertising was also evaluated, on a scale of 1-5, with 1 being very effective and 5 not effective
atall, As presented in Table 14 (next page), 34.3 percent of restaurants responding to the question felt that their
advertising was “somewhat effective,” while only 18.6 percent thought that their advertising was highly effective. Out of
those restaurants responding to what they felt were the “best” forms of advertising, 40.6 percent felt that word-of-mouth
was the most effective (see Table 15, next page). The next closest form of advertising was television, at 24.6 percent.
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Table 15: Number of Restaurants and Perceived “Bes

Media Number of Restaurants
Word of mouth 2% 333
Television 17 202

Billboards

Magazine

Mailings
Don't know
Total

Only 44 percent of the restaurants were willing to answer or knew their yearly expenditure on advertising. Of
those that did respond, the expenditure varied widely: the range was $0 to $125,000 per year (see Table 16). The
median expenditure on advertising per year was $5,000 (the median is reported in this case because the wide range.
the mean).

caused by two outliers, was distort

Table 16: Advert

ng Expenditure Per Year

Amount on Ads Frequency Percent
Up to $999 9 10.7
1000 - $9999 ] 6.7

510,000 and U
1000
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By examining the determinants of derived demand for catfish products by restaurants in Tennessee, it may be
possible to determine a likelihood of interest in Tennessee-raised catfish by those restaurans. Restaurant input demand
s based primarily on the demand for their oufput, i.c. if the restaurant’s customers ar not demanding certain products
(the restaurant’s output) from the restaurant, then the restaurant has no reason to buy the inputs to make those products.
‘Therefore, a restaurant’s demand for inpus is contingent upon (derived) the demand for its products (Nicholson, 1995).

Alogistic probability analysis was used to find the amount of influence the individual variables have on the
likelihood of restaurants buying more than 500 pounds of catfish per month. The dependant variable is the restaurant
buys more than 500 pounds of catfish per month. This variable is a discreet choice variable; cither 0 for less than 500
Ibs/month, or | for equal to or greater than 500 Ibs/month

Results of Econometric Analy

“The results of the logit analysis yielded only two statistically significant variables: whether the majority of the
catfish purchased is frozen (significant at the 0.05% level) and whether the majority of catfish purchased is in fllet form
(significant at the 0.10% level). The percentage of concordant pairs is 76.6%. This means that 76.6 percent of the time,
the expected and actual values of the dependant model were in concordance, i.. when one observation is higher on one
variable, it is also higher on the other variables (Agresii & Finlay, 1997). The null hypothesis that the independent
variables would have no effect on the dependant variables is rejected based on the resulis of the chi-squared test of the
likelihood test statstic.

Pearson’s Correlations

Looking at the correlations between variables can help in understanding how various parts of the indusiry
interact with each other. There is a minor correlation between the percentage of fish bought frozen and the total pounds
bought. It is a negative association (-0.333 at a 5% level of significance) which indicates that those restaurants which
purchase a higher percentage of frozen catfish, buy a very slightly lesser amount per month than do those restaurants
which purchase a higher volume of fresh catfish.

“There was also a small amount of correlation between those who purchase locally and whether they buy the
majority of frozen catfish as block frozen (0.368 at 5% level of sig.). Those restaurants which purchase locally are more
likely to be buying block frozen fish rather than IQF catfish. There is also slight positive correlation between those
restaurants which purchase at least some catfish locally and the length of time the restaurant has been in business; those
restaurants which have been open longer are more likely to purchase locally.
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‘There appears to be a definite market available for producers of Tennessee catfish to exploit i the restauras
market. OF those restaurants purchasing catfish from out-of-state sources, S0 percent indicated they would be willing to
buy from Tennessee catfish producers if the producers could supply them with the amount and size of product they.
desired. The majority of catfish purchased by restaurans in Tennessee are IQF (Individually Quick Frozen) fillets. If
Tennessee producers wish to market directly to restaurants, this could possibly be the easiest form of catfish to enter this
market channel.

“The majority of restaurants serve fillets. They either purchase between 100 to 500 pounds per month or they
purchase more than 1,000 pounds per month. For producers, this means that to supply a restaurant, they must be able to
consistently supply at least 100 to 500 pounds of illets per month for one of the smaller restaurants, or, if they wish to
be the source of caifish for a large restaurant, they must be able to supply at least 1000 pounds of fillets per month. To
consistently supply high-quality fiets every month could be a problem for some catfish producers. The majority of
restaurants buy their catfish from only one source. This means that if a source can’t consistently provide the type and
amount of catfish needed, the restaurant is very likely to start buying from a source that can.

While it may be difficult to enter the restaurant market, it is a possible marketing channel for the Tennessce
producer. High volumes require precision planning, with pond and fish management to ensure that the correct volumes
of catfish will be available when the restaurants demand them. Direet selling to restaurants can lead to an increase in the
retum realized by the producer, the majority of restaurants ar paying $3 - $4 per pound for fillets from wholesalers or
food service vendors. The average price Tennessce producers received in 1998 for whole catfish was $1.13 per pound.
By doing some processing and direct sales, producers could provide a high-quality product at a competitive price.

With the success of the “Pick Tennessee Products” campaign by the Tennessee Department of Agriculture, it
may be possible to achieve a higher level of sales by “branding” the catfish as Tennessee-raised catfish. One-fourth of
the restaurants surveyed felt that by selling Tennessee-raised catfish, they could increase sales
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Survey De

‘The survey questionnaire is broken into two parts: product (wine) issues and marketing issues. The first 11
questions deal with product issues, such as the number of varieties produced by the winery, tofal gallons produced per
year and the average price of a botle of wine. The rest of the questions deal with marketing and demographics. A copy
of the questionnaire is included in Appendix. After a draft of the questionnaire was complete, a “listen-in” was
conducted to find out if any of the questions for the survey were confusing and/or not necessary. Afier listening to two

sets of responses, a number of the questions were changed to lead to more informative answers.

Results of Survey

‘The survey was a total population survey of all 19 wineries in Tennessee. The wineries contacted were very
receptive to the survey, as evidenced by the 84.2 percent response rate. Sixtcen of the 19 wineries contacted by
telephone answered the survey completely. The results of the survey are summarized into two sections: product issues
and marketing methods.

Product

ues

“The number of varieties cach winery makes varies widely, from four to 21 varicties. Figure 1 shows the number
of red, white and blush wines produced by cach winery. The average number of wines produced per winery is 13 (an
average of 5 red wines, 6 white wines and 2 blush wines). Nine of the wineries also produce a limited amount of fruit
wines (made from a fruit other than a wine grape, such as apples, various berries and/or peaches).
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Almost all of the wine produced by Tennessee farm wineries surveyed is sold in 750 m bottles (a fifth of a
gallon). Five wineries sell one or two varicties in 375 ml bottles as a special bottling; the majority (98.75 percent) s sold
in 750 ml botles. Only three wineries produce more than 25,000 gallons of wine per year; the average for all Tennessee
farm wineries is 11,921.9 gallons of wine annually. Figure 2 shows the number of gallons produced by cach winery per
year. Seven wineries produce 10,000 gallons of wine or less per year. There does not appear to be any correlation
between the number of gallons produced and the number of varicties produced.
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‘The amount of revenue generated from cach type of wine (red, white, blush or fruit) varies widely from winery to
winery. However, 51.36 percent of gross revenue across all wineries is generated through the sale of white wine. Red
wines account for 31.17 percent, blush wines 12.97 percent and fruit wines make p the remaining 4.5 percent of gross
revenue. Clearly, white wines are the majority of wines produced and sold by Tennessce farm wineries. This is
consistent with national estimates of wine consumption; Americans drink more white wine than red wine. The nafional
figures for wine consumption in 1999 show white wine to hold 39 percent of the market. Red wines did show a large
increase though, rising 9 percent in 1999 to capture 35 percent of the market (Wine Institute, 2000).

Eleven of the wineries contacted sell 100 percent of their wine through a tasting room/retail store located at the
winery. Three wineries sell between 5 to 15 percent of their wine through wholesalers. Two wineries sell approximately
1102 percent of their wine through wholesalers. All of the wineries who wholesale at least some of their wine cited
problems in dealing with wholesalers and/or distributors; this may decrease the amount of wine sold through this
channel. The main complaint by wineries about wholesaling is the lower price at which they sell the wine to the
distributors. The three wineries that sell between $ to 15 percent of their wine through wholesalers/distributors charge
approximately 40 to 50 percent less than the retail price for their product when selling to a middleman.

“There appears to be a large difference in price between white, red and blush wines across all wineries. The
average price of a 750 m botile of white wine at a winery’s tasting room is $8.90 (the range is from $7.50 to $10), while
the average price for a 750 ml bottle of red wine is $10.65 (ranges from $7.39 to $15) and the average price for a boitle
of blush wine is $8.65 (ranges from $7.39 to $9.50). However, this price difference between red, white and blush wine
‘may just be a reflection of what the market can bear, where red wine is priced higher than white or blush wines.





[image: image14.png]‘The highest selling point of the year for the majority of the wineries surveyed was October through December
(one winery indicated that the June was the best time of the year). Figure 3 shows the majority of wineries clearly fecl
that December s the highest selling point in the year (the percentages in brackets indicate the percentage of wineries
who feel that month is the best sclling month).

Many of the wineries have subsidiary enterprises operating in conjunction with the winery/tasting room. The
most common of these subsidiary enterpriscs is a gift shop; 11 of those wineries surveyed (86 percent) indicated that
they have a gift shop. Other enterprises are shown in Figure 4. The number of other enterprises s greater than the
number of wineries surveyed, as several of the wineries have mor than one subsidiary enterprise operating. Eleven of
the wineries (68 percent) indicated they flt that the subsidiary enterprises increased their level of wine sales. The
portion of gross revenue that the subsidiary enterprises confribute varies from 7.5 to 50 percent (an average of 17
percent to gross revenu from subsidiary enterprises across all wineries).
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Wineries across Tennessee use two primary forms of advertising, newspaper and billboards. Print (or
newspaper) i the first choice for 11 of the 16 wineries, nine of whom use billboards for their secondary advertisement.
Five wineries use billboards as their primary form of advertisement. One winery that uses billboards also uses direct
mailings to consumers fo increase their customer draw. Other forms of advertsing used to some extent include:
brochures and flyers, radio, and advertisements in various trade and travel publications such as: Key magazine, Travel
Host, AAA magazine and Memphis Pride.

However, the majority of the wineries did not feel that newspaper was the most effective form of advertising.
Nine of the wineries surveyed indicated billboards were the best form of advertising. The money spent on advertising
varied widely, from as litle as $2,000 o $50,000 per year (average of $16.406 per year for all wineries). Figure 5
shows the wide variation in advertising expenditures among the winerics (four wineries cither did not know the annual
advertising expenditure or declined to answer the question). Only three wincries though that their advertising was not
useful at all. The majority felt that their advertising was useful (average score of 4, range 1-5, 5 = very useful). They
fel it was helpful in promoting their business and gaining market share.

Tl

Promotional acivity by the wineries is dependent on the individual winery; there is almost no across-industry
standard for type or frequency of promotional activities. Promotional acivifies conducted by Tennessce farm wineries
include: discounts, wine of the week/month, regular sales, dinners, spring and fal festivals, direct mailings, flyers,
random specials, daily specials on cases, wine pouring(s) and charity events. The frequency of these types of
promotional activities range from daily to once a year, depending on the individual winery.

‘The last two questions on the survey were open-ended questions asking the respondents about their views of the
‘Tennessee wine indusiry and what they feel the indusiry needs. Select comments follow:

+ Several operators felt that the advertising laws, specifically laws regarding sales to refail stores, need fo be
relaxed.




[image: image16.png]A few wineries felt that wineries needed more help with business advice and expertise, marketing and rescarch
help on a siate-wide basis and more information on how to improve vineyards especially the new wineries

+ Four wineries complained about the price and quality of Tennessce-grown grapes. They felt that compared to
‘grapes grown out of state, Tennessee grapes were inferior and over-priced. Grower reliability also came into
question.

+ Three wineries indicated that they felt an annual wine festival promoting the industry in the state would be
beneficial

Conclusions

Tennessee farm wineries vary widely. from very small (1,750 gallons per year) to relatively large operations
(30,000 gallons per year). One thing that Tennessee farm wineries have in common is that white wines appear to be the
best-selling wines in the Tennessee market. While many red wines and a few blush and fruit wines are made, the
majority of wines produced in Tennessee are white wines. This conforms with the national staistics on all American
wine drinkers.

New wineries should probably try to focus their marketing efforts through the use of billboards located near the
winery. Billboards appear to be the most cost-cfective way to advertise for a winery located near a major road or
highway, though the responses of the wincries indicate that newspaper advertisements may work well also. Though it
was thought that there would be a correlation between advertising cost per year and gallons sold/gross revenue, that
supposition was incorrect. There was no statistical significance to the correlation between the two.

Subsidiary enterprises appear (o atract a substantial additional customer draw, while also contributing to
revenue; versus advertising, which s solely an expense item. Existing wineries and new wineries should consider the
possibility of adding subsidiary enterprises to increase the potential customer drayw.

“The best mix of wine varieties for wineries to sell would probably be a maj -sweet wines and
a few red wines. The size of botle most appropriate for wineries is the 750 ml, casily recognizable in terms of size
(amount) for the consumer, and most commercial equipment is designed to work with the 750 ml bottle size.

“The average price for a 750 ml bottle of wine from a Tennessee winery is between $8 to $10 per bottle. The best
time of year for new wincries to have their product ready for sale is the end of the year, November through December
during the holiday market.

Due to the high costs and low retum to the winery, small-scale wineries should nof farget the wholesale market.
“The price at which the winery sells the wine to the distributor will usually be 40 to 50 percent less than the retail price
charged at their tasting room.
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Survey Design

The survey is divided into several parts: type and amount of gifi baskets made and sold, type of inputs used.
marketing methods used and demographics. Out of 160 cligible companies surveyed, 60 sellers of giff baskets
participated in the survey (37.5 percent response rate). A copy of the survey is included in Appendix. After the initial
survey was complete, a “listen-in” was conducted to find out if any of the questions on the survey were confusing and/or
not necessary. After listening to two sets of responses, a number of the questions were changed to lead to more
formative answers.
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Of the 60 businesses responding o the survey, 48 reported the approximate number of gift baskets they sell per
year. The least number sold was 10, while the largest seller sold around 20,000. The mean was 1,519, while the median
was 300, meaning that more businesses sell closer o 300 per year than they sell 1,500 per year (the high of 20,000
skews the mean somewhat). On a percentage basis, the largest grouping of gift baskets sold would be businesses that
sell between 100 to 499 gift baskets per year (30 percent). See Figure I for the percentage of companies in cach sales
bracket (“missing” are those companies which didn’t know or didn’t respond).

Figure 1: Number of Gift Baskets Sold per Year
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Y

Businesses that sell gift baskets offer between one and 60 different types of gift baskets. The variety (types) of
ift baskets is wide-spread. Each store seems to be very flexible in the type of baskets it can make for customers (almost
every store makes cusiom baskets). The median number of types of gift baskets was five. As shown in Figure 2, most
business (634 percent) sell six types or less. Stores indicated that they carried fruit, candy, balloon, stuffed animal
specialty for men/women, gourmet and flower gift baskets.





[image: image19.png]Figure 2: How Many Types of Gift Baskats?

Table 1 presents the percentage of stores carrying the most common types of baskets. Other types of baskets not
numerous enough to include in Table 1 are bath products, wedding/baby shower baskets, children’s baskets, University
of Tennessce sports-oriented baskets and seasonal baskets (Christmas, Easter and Mother’s Day).

Type of Basket
Stuffed [pecialty |_Specialty
Animal_| for Men  for Women

55.0 61.7





[image: image20.png]The price of the store’s “best-sclling basket” ranges from $25 to $125. The median price is $45. Fourteen
businesses (23.3 percent) reported that their best-selling basket was priced at $50. The wide range can be viewed in
Figure 3. Figure 3 shows the number of stores whose best selling baskets are at various prices (example: four stores”

best-selling basket is priced at $25.00). The besi-

Number of Storws

Hling type of basket varied widely from store to store.
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Table 2 shows the various categories for “best-selling basket.” The highest percentage for type of “best-selling
basket” was a “gourmet” style basket (18.3 percent) followed by a non-determinative “any kind of basket” category at
10 percent. Fruit baskets and coffee/tea baskets are also popular.

Table 2: Number of Companies Best-Selling Gift Basket
Gourmet
Any Kind of basket 3 100
Fruit 7
Colfee or tea baskets 3
Fruit/snack combo 7 33
Tennessee products 7 33
Perfume T 7
Corporate T 7

G50
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Knowing where gift basket businesses look for new sources for inpu(s) can be important, as it allows producers
o target their audience more effectively. Food and gift shows were the highest-rated sources of information for
companies looking for new sources, foilowed by magazines and “gift markets” at 15 percent (sce Table 3). The “Other”
category includes the Intemet, specific brand name stores and customer recommendations.

Table 3: Best Source for New Product, Number of Companies Using Source

Best Source for New Products_|Number of Companies| Percent
Food and gift shows 6 217
150

Catalogs g T35

The Atlanta Gifi Market 4 6.7
Supermarkets ) 33

We don't look for other sources p) 33
Everywhere 1 17
[Literawee T T 1

Web pages/ Tniemet . I 7 ]

Word of mouth . I 7 ]
Business meetings 7
Total 100.0

According to the survey, the best way for producers/new suppliers to contact gift basket companies is through
direct mail. More than 60 percent (61.7 percent) of responding gift basket companies indicated that was the best form
of communication for them to receive new product ideas. The next preferred method to receive information about new
products is through a personal visit. Twenty-three percent of gift basket companies preferred a personal visit to any
other method. Fifty-five (91.67 percent) of the companies surveyed indicated an interest in buying/using Tennessee
products in their gt baskets.

Most gifft basket operations are willing to deliver the gift baskets. The range of delivery varies widely. Some
businesses will not deliver (10 percent of respondents), while others will deliver up to 50 miles away (10 percent). One
business delivers its baskets up to 80 miles away (see Table 4). For new gift basket companies fo capture market share,
they will most likely need to offer delivery.





[image: image22.png]Table 4: How Far Companies Will Deliver

s Willing to Deliver Number of Companies Percent
notat all 3 10.0
11020 19 317
211030 15 250

There is a low level of employment in the ifi basket indusiry, as some business are owned and operated
exclusively by a single person. Three of the business surveyed did not have any employees other than the owner. Many
employed fewer than five people (other than the owner). Figure 5 shows the breakdown of number of employees per
category

Figure 5: Number of Employees

The largest segment of gift basket businesses have been open for 10 or less years (45 percent). Some (25
percent) have been open for 11 to 20 years, while the remaining 30 percent have been open longer than 21 years. Figure
6 shows the percentages of businesses open for differing lengths of time.





[image: image23.png]Figure 8: Number of Years Open

3ty
n

s mories
nr

Advertising

Advertising activities by gift basket companies are quite diverse. Television, radio, newspaper, direct mailings,
the yellow pages, magazines and the Internet are all used for advertising by gift basket companies. The most popular
form of advertising appears to be the yellow pages (76.7 percent) followed by newspaper ads (50 percent) and radio

spos (45 percent). Table 5 shows the percentages and numbers of companies using select forms of advertising media.

Newspaper | Other





[image: image24.png]According to Table 6, only 14.8 percent of gift basket companies felt that their advertising was “very effective.”
A total of 81.5 percent felt that their advertising was at least “somewhat effective,” while 7.4 percent felt that their
advertising was not useful at all

Table 6: Number of Companies & Effectiveness of Advertising

Very mecu\e

Effective 1 1
Somewhat Effective px}
Shightly Effective 3
Not at All Effective 4

1000

Comparing the “best form of advertising” with “how effective s your advertising” did not yield any statistically
significant results. However, it’s apparent from Table 7 that gift basket companies do not consider traditional media to
be the best form of advertising. Gift basket companies viewing radio and newspaper advertisements as the “best” form
of advertising combined for only 28 percent, while television achieved only 3.5 percent. The “other” category including
more than 50 percent of what the companies view s the best form of advertising, though the companies did not specify
what “other” forms they use.

Table 7: Best Form of Advertising by Company

Advertising Media_[Number of Companics| _Percent [ umulative Percent
Television 2 35 35

Other 30 520 937

Don' know 3 53 T00.0

Total 57 00.0

Another comparison examining the average yearly expenditure on advertising with “how effective s your
advertising” yielded no significant results. Only 36 companies knew or were willing to disclose their yearly expenditures
on advertising. The range of expenditures is quite wide., from zero to $60,000 per year. The median expenditure per
year on advertising was $2,500 (the mean was skewed upwards to $7.841.67).  Half the businesses spend $2.000 or less
‘on advertising per year.




[image: image25.png]The best sales time of the year for gift basket companies is the month of December, most likely because of
Christmas. More than 78 percent of companies indicated that December was the best month for sales. Sixty-three
percent of the companies felt that Christmas was the best holiday, followed by Valentine’s Day (28.3 percent). Many
companies also run specials throughout the year to boost sales. More than 46 percent of companies run specials
monthly. See Figure 7 for percentages on the frequency of specials.

Figure 7: How Often Gift Basket Companies Run Speciala
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Analysis of Fresh Fruit and Value-Added Fruit Use by Gift Basket Companies

Almost all of the gift basket companies surveyed use fresh fruit in their baskets (73 percent). A wide
variety of fresh fruit is used by gift basket companies; Table § shows the percentages and number of
companies using selected fruits... Apples, pears, citrus, peaches, bananas and grapes are just some of the
fruits companics use in their fruit and combination baskets.

Table 8: Percent/Count of Gift Basket Companies Using Fresh Fruits

Fruit Type

Percent





[image: image26.png]The largest percent (28.3) of gift basket companies using fresh fruit purchase the fruit from a grocery
store/supermarket (see Figure 8). Other sources used include wholesaler (21.7 percent), foodservice vendor
(16.7 percent), retail store (3.3 percent) and producer (1.7 percent).

Figure 8: Sources For Fresh Fruit

Value-added fruit products are not used by gift basket companies as much as fresh fruit. Only 31
companies (S1.7 percent) use value-added fruit products in their baskets. Table 9 presents the percentage
and number of companies who said they use some value-added fruit producs.

Use of Value-added Fruit Products
se Value-
Added Fruit | Fried Pie | Jams | Jelties | Preserves | Dried Cider Other
Product Fruit

T SN S S TR TR NN R





[image: image27.png]Of those companies that use value-added fruit products in their gift baskets, the average percentage
of baskets containing value-added fruit products is 35.9 percent. One company sells 95 percent of it baskets
with some kind of value-added fruit product in them. However, 53 percent of the companies who sell value-
added fruit products indicated that only 25 percent or less of their baskets contain value-added fruit products.
The main source for value-added fruit products is wholesalers: more than S8 percent of the gift basket
companies reported wholesalers as the primary source for value-added fruit products (see Table 10),

Table 10: Source of Value-Added Products

A producer 7
Grocery store
Other

T00.0

Conclusions

Producing value-added fruit products for the gift basket indusiry may be an excellent target market
for fruit and value-added fruit producers. Slightly more than 51 percent of the gift basket companies
surveyed use some form of value-added fruit product in at least some of their baskets. Jams and jellics are
the highest used products by far, but dried fruit and preserves are also used in substantial numbers.

The best way for producers to get their products into the giff basket marketing channel may be
through direct mailings of literature and personal visits, accompanied with a free sample of the value-added
product. While gift basket companies typically purchase their products from wholesalers, they are more
receptive to new product ideas and sources through direct mailings and personal visits by a salesperson. 1f
the producers can get the gift basket companies interested in their products, the companies will start to
demand those products from cither the wholesalers or dircctly from the producer.





