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Executive Summary

Interest in locally grown food has increased tremengmegionwide over the last
decade. However, the dominant system of food distobusi still structured with little
emphasis on distributing it close to where it was growadapting to the needs of small
to mid-sized farms. The goal of this project was to ifientays to help small farms in
southern and central Indiana market and distribute pneducts more effectively and to
make it easier for businesses, individuals, and largiéutions like schools and hospitals
to source locally grown food.

The project was conducted by the Local Growers Guild (L, @&ooperative of growers
in south central Indiana, with assistance from GraenC®onsulting, LLC. The focus of
the LGG is expanding the availability of quality locadisown foods. We connect
growers with buyers, educate consumers about the inmoerte eating locally and
provide growers with business support. Our members carfsstall to medium farms
producing a diversity of specialty crops such as organihamtbom varieties of fruits
and vegetables, meats from grass-fed livestock, maple sywopy, herbs and flowers.

This year-long project consisted of

= Studying distribution systems in other communities thightrserve as models for
developing and expanding the local food distribution systeSouth Central
Indiana (within a 100-mile radius of Bloomington with &ds specifically on
Bloomington).

= Surveying small to medium-sized farms in South Centrialma to learn about
current marketing and distribution strategies, interepirticular distribution
approaches, current production levels, interest in expans@ceived obstacles
for expansion, and desired assistance.

= Surveying potential buyers such as wholesalers, restaunaatrs, small grocery
produce buyers, and institutional food service directommtierstand their interest
and willingness to buy from local farmers, what oppottesiexist currently for
local growers, and what hurdles need to be overcome danificant expansion
of local production and sales.

= |dentifying resources in the community that would support esipa of local
food production and distribution, especially with regararproved storage and
transportation of local products.

= Developing recommendations for the Local Growers Qu{8G) to pursue in
order to improve local food distribution.

Market Channels
Markets can generally be divided into four categories:
= Direct sales teonsumers(individuals) who eat the food
= Sales tsmall retailers (restaurants, groceries) that resell the food to coass
as groceries or prepared meals
= Sales tdarge retailers/institutions (school cafeterias, hospital cafeterias, etc.)
that resell the food to consumers as prepared meals



= Sales towvholesalers(distributors) that resell the food to retailersrstitutions
that then resell the food to consumers
Generally speaking, farmers receive higher prices whengéll more directly to the end
consumer. Therefore, goods sold to a consumer atrefsirmarket would give farmers
a higher price than goods sold to a restaurant, which wotildn be a higher price than
goods sold to a wholesaler. However, farmers who seltilijrto consumers have to do
their own marketing, sales, and delivery in exchangehfairhiigher price.

When looking at the price of goods sold in each markatmdl, it's also important to
look at the quantity of goods sold. An individual consumiéirmake smaller purchases
than a restaurant, which in turn will purchase less ghathool or large distributor.
Selling a large quantity of product to an institution gengrakjuires less time than
marketing, selling and packaging multiple smaller orders.

Another consideration is the amount of “red tape” imedlin each market channel.
There are very few legal requirements that farmeesirio consider when selling
unprocessed farm products. However, many institutions antesdlers set
requirements for growers that revolve around food gafietl product consistency. In
terms of food safety, many institutions require proof fbatl safety protocols are being
followed (Good Agricultural Practice certification, gtand extensive liability insurance
coverage. Distributors often also have requirementstaiyoduct uniformity, requiring
a particular size, shape, and color of product.

As part of this study, we wanted to identify which marketrmels were most appealing
to farmers, what they viewed as potential obstaclest thkaactual requirements are
from different buyers, and how farmers can effedyidistribute their products both now
and with future expansion.

Distribution Models

Our review of distribution models focused on understandnadjenges and risks for the
distributor, the challenges and risks for participating gmswand the potential benefit to
the grower. We also considered what the biggest challeargefor implementation and
how a model might be best adapted to appeal to growersat&fgorized the models
based on the four possible marketing channels a farmgruraue — direct sales to
consumers, sales to small retailers, sales tdutistis, and sales to wholesalers. In total,
we profiled fifteen models.

= The Bloomington Community Farmers’ Market in Bloomington, IN is an
extremely successful farmers’ market where growetslgettly to consumers
from April through November.

= The Bloomington Winter Farmers’ Market in Bloomington, IN is an indoor
winter market created to give growers a chance tagelttly to consumers from
January through March.

= New Roots/Fresh Stopn Louisville, KY is a non-profit group that connects
inner city churches with rural farm cooperatives to @easort of Community



Supported Agriculture (CSA) program where church members prdduce
from the farmers on a weekly basis.

= Farm Fresh Delivery in Indianapolis, IN is a privately owned home grocery
delivery business that buys food from local farmerssaild it to consumers as a
customizable CSA basket. Consumers log in to theisiteebo adjust the
contents of the CSA basket and to purchase additioaeégr items if desired.

= Stout’s Melody Acres Farm Standin Franklin, IN is a roadside farm stand
where Melody Acres sells produce to consumers.

= Musgrave Orchard in Bloomington, IN is a seasonal store located abthbard
that carries apples, cider, and a variety of speciattg products to attract
customers in the fall.

= The Downtown Farm Standin Muncie, IN is a small natural foods grocery
opened by a farming couple who wanted an outlet for ghedluce.

= Seldom Seen Farmn Indianapolis operates an online store that allaygsaners
to place orders during the winter months for pick-up atraenifarmers’ market
or other established pick-up point.

= Cooley Family Farmin Lafayette, IN operates an online store that allows
customers to order produce year-round for pick-up at the farmarket or other
established pick-up point.

= The Clean Food Networkin Albertville, AL is a cooperative of growers who run
a small distribution operation using the websitew.locallygrown.neto accept
orders from clients and making deliveries using a garage dativary truck.

= Farmsreachin San Francisco, CA is a website designed to helpgavvy
farmers create virtual market stalls and sell their pristiocarea chefs.

= Fischer Farmsin Jasper, IN is a farm that sells and delivers mewdtsalers in
Bloomington and Indianapolis and now also sells produeate bther farms.

= Jennings County Growersin North Vernon, IN is a cooperative of farmers that
works with a local locker plant to market meat to stborestaurants and the
public.

= Grasshopper Distribution in Louisville, KY is a distribution center that sell
food for local farmers on a consignment system (fasrpeovide a list of their
products and pricing; Grasshopper collects orders from rastauwith a slight
mark-up and then purchases the food from the farmers).

= Local Crop in Cleveland, OH works with the traditional distribuysco to
allow Sysco customers to order special local food prodiscesid-ons to their
regular orders.

= Stanz Foodservican South Bend, IN is a traditional distributor has ified its
bid sheets to show the origin of its food products soNbéite Dame University
can purchase more regional products.

Studying the different models provided many suggestions ondawprrove local food
distribution at every level. A lot of techniques, sashdeveloping a CSA program in
partnership with a church or setting up a web store, caulttibpted by growers
immediately with minimal expense. Other models, sudreating a bricks-and-mortar
retail store or a cooperative warehouse and distribsgistem, require a more substantial
initial capital investment and thus more risk.


http://www.locallygrown.net/

When farmers take on a major role in distributioeythave to develop the business
skills needed to handle the marketing and logistié® ten the risk of making capital
investments, and devote time to coordinating distributiah takes away from time
available for farming. Many farmers do not have strongnless backgrounds and can
face a steep learning curve when setting up their ownldison system.

We did see several examples of very successfullalisivn businesses run by farmers or
farmer cooperatives. However, some of the most dimauccessful models are owned
by private entrepreneurs who are not growers themseNes-growers often have
stronger business backgrounds and are not splitting theibgtmeeen farming and
running a distribution business.

The disadvantage to growers of privately held distributmmpanies is that growers
must share a portion of the end price with the distoibahd therefore receive a lower
price than with a direct sale. However, the madiiarged by each type of distributor
varies depending on the company’s structure, values, artdsetvices they offer. A
brokering website like Farsmreach operates with a lovgimdecause it was developed
with a mission to help farmers and because it doepnoeide assistance with product
delivery. A traditional distributor like Stanz Foodseeviharges a high margin because
they take on responsibility for sales and delivery.

At this time it seems most appropriate for the LGG awddvidual farmers to pursue
distribution models with minimal capital investmenttthuld reduce and allow the
distribution system to be profitable (or break everihaut passing a large expense on to
growers. One example would be the Clean Food Netaadkts use of a borrowed
garage and a truck driver who worked for free produce. HowtheeClean Food
Network relied on its founder to provide coordination witinimal compensation. In
order for any distribution business to be successfetgthas to be someone ready to
commit time,, money or both to make it happen.

Grower Survey

Our survey of growers showed that most growers areestiEd in expanding and they
project significant expansion (doubling acres farmed andames working on the farm)
if marketing and distribution channels are put in platlee main obstacles to expansion
are insufficient storage, inadequate post-harvest harsditagp, lack of proper
equipment, concerns that it takes too much time and expeaseess new markets, and
concerns with red tape (contracts, insurance) in nesket®a Access to reliable and
affordable farm labor is another issue that was meeatiand is likely to become a larger
challenge as farms expand.

Based on the survey results, all growers currentlyaséddlast a portion of their products
directly to consumers, generally through farmers’ marked/or CSA programs. About
half also sell to retailers and about twenty percelts wholesalers as well as directly to
consumers. Farmers seem to add new sales channel«&épiag their old sales



channels, carefully balancing the potential risks and ber@feach channel to maximize
their profits.

Growers are primarily interested in direct sales tesamers but most of those surveyed
would like to expand to also sell to small retailers dvalia half are interested in
potentially selling to wholesalers or institutions. Tiggest demand for assistance was
help connecting with restaurants and other small retail&rowers would also like
assistance marketing surplus products, additional farmer¥athoutlets, an internet
store for marketing their products, and assistance acgdasge volume markets either
by combining products with other farms or by working withlzolesaler.

Storage is a major issue, although it appears that atstdrage facility would not
address all storage needs. Many farmers expressed aong@edttharvest handling, such
as washing and cooling freshly harvested lettuce. Fasifdiecooling freshly picked
produce need to be located on the farm. Some post-haeuading activities like
washing and packing could be handled by a centralized faailityn the case of cooling
produce, the farmer needs a facility on the farm. R storage and long-term storage
of frozen products could also be addressed with a ceetldbzility. Further studies are
needed to develop clear recommendations about storalifgefaci

Buyer Survey

We surveyed retailers, institutions, and wholesaletstterstand demand and the needs
of different types of buyers. We also looked backustamer surveys conducted at the
Bloomington Winter Farmers’ Market in 2008 to get a feeldonsumer demand for
local food.

Demand for local food appears to be increasing at\alde However, some areas of the
direct sales and retail markets are becoming crowdedasuttie Bloomington
Community Farmers’ Market and core local product sal&domingfoods. Growers
need to become more creative in their marketing approadéesiop communication and
delivery systems to meet the needs of each market chamaefind ways to work
together to offer consistent quantity and quality to letsi institutions, and wholesalers.

As part of the study, we made contact with local wradéedistributors, and with several
major institutions, including Indiana University Bloomingtdfonroe County
Community School Corporation, and Bloomington Hospitagdsess their interest in
purchasing more local foods. We were encouraged by thegstriemest shown by all of
these entities in exploring ways for them to purchageerfresh produce from local
growers.

Many retailers, institutions, and wholesalers whoirserested in local food want a more
streamlined approach to ordering food or at least bettemakiwzn about which growers
are looking for markets and what products they have dkaildMany retailers and
institutions are accustomed to working with wholesaleidigiors and need help setting
protocols and developing systems for working directly wattmiers. These protocols
would cover insurance requirements, certification regu@nts or programs to ensure



safe food handling practices, expectations of how proslugeld be washed and packed,
guidelines on how to manage invoices and payments, andygsater how to
accommodate the seasonality of local produce.

Additional education is needed on both the buyer endt(ishtareasonable to expect

from small to mid-sized farms?) and on the grower erith{weeds to happen to ensure a
good relationship with businesses?). Local food distobutbuld also be improved by a
system to match growers with buyers. Potential sysiaotude publishing an annual
guide to farmers ready for retail sales with theirdoids listed by season or a website
where growers could post available products on a daily ekiwdasis and businesses
could place orders.

Local Resources

The Bloomington community is extremely supportive of lcgtown food and there are
many farmers, food purchasers, organizations, and comyuainbers that are
interested in supporting the local food economy. ThealGcowers Guild has
successfully strengthened connections between many grodipssicontinually
informed the public about the importance of local fooldaalgh there remain
opportunities for additional education and collaboratibacally grown food plays an
important role in community sustainability on threeels — economic strength,
environmental protection, and community enhancement.

In terms of physical infrastructure, there are a nurobeossibilities for storage and
distribution projects but very little that is currendlyailable. The most exciting
upcoming project is the Bloomington Kitchen Incubator. sThonprofit group will help
farmers and other entrepreneurs develop value-added food {moding the certified
commercial kitchen currently under construction by Middlay House. The new
kitchen facility will include some cooler space andaaga for washing and packing
produce. However, it appears that more infrastructure nedmsdeveloped in the
Bloomington area, particularly freezer and root cellacepa

Two retailer members of the Local Growers Guild, OrerM/Enterprises and
Bloomingfoods, have expressed a willingness to build geospace for local growers as
part of their planned business expansions. This wouldgoead way to strengthen
retailers and farmers by sharing resources. Therdsar@portunities for farmers to
share space with each other, including an opportunityeaffey farmer William
Harriman in response to the survey.

Growers who are interested in setting up internet $alee many resources available on
the web but could use additional support from the LocaW@re Guild. The LGG
website is informative but is not useful as a salegnfoin its current form.

Conclusions and Recommendations

While growers are interested in expanding and there emested buyers in all four
market channels, there are definite gaps in the distibutirastructure. Most growers
surveyed are not yet set up for sales to wholesalé@rsatitutions. They lack facilities



for post harvest handling, an understanding of insurargténapection requirements,
sufficient volume to meet large scale demands, and tretasipa options.

At the same time, many retailers, institutions, andlesalers need help setting up
protocols and developing systems for working with local grew&ome common issues
include determining insurance requirements; ensuring safe &owtliig practices;
proper washing and packing; managing invoices and payment; andraodating the
seasonality of local produce.

In order to help growers work with retailers, institutioasd wholesalers, the Local
Growers Guild needs to focus on helping growers improse tharketing skills, develop
basic infrastructure on the farm, and work with retail institutions, and wholesalers to
help them develop clear protocols and requirements. Hneneot yet enough growers
ready to sell at the wholesale level to justify theation of a cooperative distribution
center. There is clearly a need for storage both dro#irihe farm and this should be
addressed by exploring opportunities to share storage spasehbdarms, share storage
space with local retailers, and develop facilities am& More detailed information
about storage needs must be developed before the LGG takes expense of
constructing a facility. The example of Jennings Cotartyiers shows the importance
of building capacity for projects with larger impact bgréhg small and then gradually
building up from there.

Also, it's important to support all distribution approaché€sowers can be successful
using any of the distribution channels (sales directlyolasumers, to small
retailers/groceries, to institutions and to wholesalersyombination thereof. Most of
the farmers surveyed intend to sell through multipl&idigtion channels with a definite
emphasis on selling directly to consumers and sellirgiall retailers. Many direct
sales techniques profiled in the distribution models campkmented by the LGG or
individual farmers with minimal investment costs, sucktaging a CSA program in
partnership with a church.

Based on these insights, we recommend the hiring o ftoed broker for at least one
year by the Local Growers Guild to make connectiomeéden growers and buyers. Any
approach to increasing local food production needs to maeccount the individual
circumstances of different growers and different buyéaisis broker will work on:
= A more detailed assessment of individual growers’ nebds, production
potential, and their willingness to expand to meet the ddsnahlarger
institutions, consolidators and wholesalers.
= Assisting institutions and wholesalers with the develagroéprotocols and
procedures that accommodate local growers.
= Connecting growers with buyers and helping buyers sousoe finultiple growers
to access sufficient quantities.
= Connecting growers with each other when there are appbets to combine
efforts, for example to improve storage or to shanmesfrartation and delivery, or
to form cooperative CSA programs.



= Assisting growers with the development of infrastrucheeded to sell to
retailers, institutions, or wholesalers (post-hartestdling equipment, affordable
insurance, food safety certification, etc.)

= Developing written Seller's and Buyer’s Guides for défe distribution channels.

= Developing a series of workshops to educate farmers alftaredt distribution
approaches and the multiple variations within each approach helping
growers identify which distribution channels most fititlercumstances.

= Offering “Meet the Buyer” workshops where growers ageriact with food
purchasers from various businesses, and learn aboutaeirements and
procedures.

= Investigating the possibility of creating a LGG run web-&stor cooperative
storage and distribution facilities.

Although interest in local food is high in South Cehindiana and there are many great
opportunities for small to medium-sized farmers, famstill need help expanding their
operations and meeting ever-increasing demand. The Locale® Guild is excited to
be a part of the process and will continue to work onldpweent of the local food
economy.



