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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 grawadapting 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
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= 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 seltilijyrto consumers have to do
their own marketing, sales, and delivery in exchangehfairliigher 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 gengrakdjuires 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 antesalers 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 effedyiistribute 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&gorized 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
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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.
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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
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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
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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. ThealGeowers 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
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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 sellirggiall 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.
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= 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 approaech 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 Cehindliana 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.
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Introduction

The Local Growers Guild (LGG) is a cooperative of grsna South Central Indiana,
based in Monroe County. Our focus is on expanding tagadity of quality locally
grown foods. We connect growers with buyers, educatsucoers about the importance
of eating locally and provide growers with business supgur members consist of
small to medium farms producing a diversity of speciatgps such as organic and
heirloom varieties of fruits and vegetables, meatsfgoass-fed livestock, maple syrup,
honey, herbs and flowers. Our working definition ofllos any farm within a 100-mile
radius of Bloomington.

Interest in locally grown food has been increasing drigaiat over the last decade.
However, the current system of food distribution rscured to move food around the
world with little emphasis on distributing it closewdere it was grown or adapting to
the needs of small to medium-sized farms. The godli®project was to identify ways
to help small farms in South Central Indiana marketdistribute their products more
effectively and make it easier for consumers (busesasad individuals) to source
locally grown food. This is especially critical as tieG helps growers expand into
larger markets such as school systems and hospitalréhmterested in local food but
require large quantities, consistent quality and easy degliver

The Local Growers Guild conducted this one-year study tliaeathe feasibility of
creating an improved local food distribution systemo bé&tter understand what
distribution options are available, we analyzed seveaalel systems, mostly in the
Midwest, with varying levels of production and farmer inevhent. The study focused
on identifying key components of successful distributionesys for local foods products.
We also worked with a consultant to assess and orgmzeeeds and expectations of
potential stakeholders (growers, buyers, and community aagaons) to better
understand what models would be most appropriate for ttas are

The study is divided into five sections:

Section 1 provides case studies of distribution systerther communities that might
serve as models for developing and expanding the locdldstribution system in South
Central Indiana.

Section 2 presents the results and analysis of ouregrsuvvey. Grower interest was
evaluated by circulating a written survey to approxima2ely growers in South Central
Indiana with questions about current production levelsrast in expansion, perceived
obstacles for expansion, and desired assistance. susy asked growers about their
current marketing and distribution strategies, theirsssaent of obstacles that need to be
overcome in order to expand production and their intemgsiticular distribution
approaches that could help them expand production and sales.
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Section 3 presents the results and analysis of our Buyeey. Buyer interest was
evaluated through a series of one-on-one conversatibim$ocal wholesalers, restaurant
owners, grocers, and institutional food service direct@usr goal was to evaluate their
interest and willingness to buy from local farmergsing opportunities for local
growers, and identification of hurdles that need to ¥ame for a significant
expansion of local production and sales.

Section 4 assesses resources available in our comrthatitgan support an expansion of
local food production and distribution. Understandingriéxeds of buyers was a major
part of community resource assessment; this sectiusdésoon identifying key players in
the local food scene and assessing existing infrastrutatrenight be available for
growers to utilize for improved storage and transportasicheir products.

Section 5 explains our conclusions and recommendatices! lmn the surveys and
research presented above.
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Section 1: Case studies of models from other communities

There are many different ways that farmers cartlseljoods they produce. Markets can
be divided into four categories:
= Direct sales t@onsumers(individuals) that eat the food
= Sales to smalletailers (restaurants, small groceries, caterers) that rieell
food to consumers as groceries or prepared meals
= Sales tanstitutions/large retailers (school cafeterias, hospital cafeterias, etc.)
that resell the food to consumers as groceries or e paeals
= 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 directly to a consatrefarmers’ market would give
farmers a higher price than goods sold to a restauranthwioiald in turn be a higher
price than goods sold to a wholesaler. However, farmbossell directly to consumers
have to do their own marketing, sales, and delivery ihaxge for that higher price.

Some studies will combine all retailers and institutimms one group since they all resell
food to consumers as groceries or prepared meals. \l#oythe two groups have very
different volume needs and often different requiraimesagarding insurance and
packaging so we found it useful to divide them into two gropg. case studies are
presented based on the four possible marketing chanraisierfcan pursue — direct
sales to consumers, sales to small retailers, &alastitutions, and sales to wholesalers.

Our analysis focused on understanding the following #igr@ about each model.
1. What is the target market? (consumers, retail bussesgsstitutions)
What are the challenges and risks for the distributiodehowner? (initial capital
investment, other set-up costs, level of ongoing involvepexpiertise required,
technology)
What are the challenges and risks for the grower?
What is the biggest potential benefit to the grower?
What have been the biggest challenges to implementation?
How could the model be adapted to make it more appealing teegg@w

N

o0k w

1.1 Direct Sales to Consumers

Most members of the Local Growers Guild focus on sellingctly to consumers. There
are four main consumer outlets - farmers’ markets, ConityiSupported Agriculture
(CSA) programs, farm stands or stores, and interfest directly to consumer (either
delivered or picked up). However, there are many variatigtinsn each of these
categories and several growers have developed ways tom@them to increase income.
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1.1.1 Farmers’ Markets

Many of the members of the Local Growers Guild use feshmearkets as the core outlet
for their products. Successful farmers’ markets aret grags to sell to a large number
of customers at one time. However, they do requireféinaers have a reasonable
amount of marketing skills and are willing to spend a sicamit amount of time setting
up and staffing a booth.

Farmers’ markets can be challenging to get started aswdeslya critical mass of vendors
as well as a critical mass of customers. One wayake it easier is to develop farmers’
markets that function as “hubs” for other local foahtactions such as pick-ups of CSA
orders and restaurant orders. Another is to encouragersto use internet sales to pre-
sell a portion of their products with pick-up at the mal(kee internet sales section).
These techniques allow farmers to use their resourcesefimiently and increase

overall sales.

Another approach is to increase customer attendanceaopiaty a farmers’ market to
another destination where people are already shoppwgramg and are likely to stop
and make a purchase. For example, MCL Cafeteria’s prduuye Ron Harris

organized a farmers’ markets in the parking lot so farmeusd supply the restaurant and
sell directly to consumers in one trip. A similar tigbt led the City of Bloomington to
move the Tuesday evening farmers’ market away from cltywhich hosts the bigger
market on Saturday) and relocate it next to a Bloomirdgatore. The idea was that
people often stop by the grocery store on their way heomdevould happily pick up a

few things from the farmers’ market but that most peoplker go near city hall on their
way home.

Farmers’ markets are also generally limited in seésagth. The Bloomington
Community Farmers’ Market has an unusually long seasonjirg from the beginning

of April through the end of November. Most other marlketaind the state begin in May
or June and end in September or October. As consuateeest has increased and
farmers have extended their cold-season production, hasrbeen an increased need for
winter outlets. This has led to the creation of wifidemers’ markets in Bloomington,
Indianapolis, and other communities as well as incngasterest in year-round farmers’
markets such as the Goshen Farmers’ Market.

Bloomington Community Farmers’ Market (Bloomington, IN)

A city-run outdoor farmers’ market

The Bloomington Community Farmers’ Market is arguablyrtizest successful farmers’
market in Indiana, attracting thousands of customersgltinensummer months. The
market has been open every year since 1975 and has stepdiyled, shifting locations
several times before moving its current location inShewers Plaza. This parking lot
adjacent to city hall features shelters that weretedespecifically for the market. The
City of Bloomington sponsors this farmers’ market, proxgdthe market space and also
providing staff to run the market. The staff works clgpsath an advisory board
comprised of farmers and community members to determinkeimardes and develop
promotional activities.
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The main market runs from the first Saturday in Apribtigh the last Saturday in
November. This is a great opportunity for growers althaxodth or wet weather does
decrease customer counts dramatically, especially igptieg and fall. There are
approximately 100 farmer booths at the market and about 8@a&sérved for the
season through a reservation process based on se(marntper of years participating in
the market). The remaining spaces are assigned everg&atur a first-come, first-
served basis. The market generally has less than®@0v&rdors and is willing to create
temporary spaces if needed during the busiest week or tthe simmer. Vendor fees
are $12 per market day for a vehicle space (room to pullrirck)tand $6 per market
day for a table space. The market also allows a smalber of prepared food vendors
(e.g. muffins, coffee, hamburgers, etc.) with prefereyeen to vendors using locally
produced ingredients.

The Bloomington Community Farmers’ Market has detailedgiries for who may sell
and what may be sold. All farm booths must be stdffed farmer who has worked on

all stages of production (planting, weeding, harvestirthencase of crops; raising for a
specified length of time in the case of animals). Was done to enhance the connection
between farmers and consumers and to avoid having prodseless, which is a

common practice at some of the markets in Indianapatiselsewhere in the state. The
market also wants to focus on the needs of small tbumesized farms and therefore
requires that farmers participate in the whole farnpiraress as opposed to some large
operations where much of the work is done by field creittsowt direct involvement of
the farm owner.

Having strict guidelines has earned the market a great teputar integrity and quality
but the market advisory committee often is presentedcasks that are not directly
addressed by the guidelines. The committee reviews trasetapplications and
makes a decision, frequently updating the guidelines ds We¢ rules are also updated
periodically in response to new legislation or intergtiet from the Indiana State
Department of Health. The market originally was fedito produce, eggs, and cut
flowers but now also allows the sale of cheesestsnaad many other farm products.

In 1999, the city of Bloomington created the Tuesday Makketid-week early evening
market that runs from June through September. The gealonmovide a mid-week
outlet for locally grown food and to attract people iegdome from work. This year
(2009), the Tuesday Market moved a few blocks west of thev@sdPlaza and is now
located next to the Bloomingfoods store on Madisaaebt This market is still much
smaller than the Tuesday market but continues to grovicaprovide a great mid-week
local food option.

The Bloomington Community Farmers’ Market is incrediblycessful and as a result of
that success it attracts farmers from almost 100 raieg/. Customer counts are high
but competition between vendors is growing, particulfaiysome of the most common
products (tomatoes, sweet corn). Established venddrsavidtyal customer base (such as
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the “Sweet Corn Man” Dan McCullough) flourish at tharket but it can be challenging
for new farmers to distinguish themselves and to be ssfide

Model Name: Bloomington Community Farmers’ Market

Target Market: Consumers

Distributor Challenges | Markets are generally not profitable for organizers lawveh
and Risks: great benefits to the community.

Achievement of critical mass is a challenge.

Growers Challenges andGrowers need excellent marketing skills needed to compete
Risks: with other vendors.

Customer counts are variable and weather-dependent
Selling at market is a full day of work off the farm.
Successful markets like this one are often very conmgetit
and challenging for new vendors.

Biggest Benefit to Good access to customers excited about local food.

Grower: Generally high prices.

Biggest Challenge to Developing a strong market takes several years; during the

Implementation: start-up phase it can be very challenging to recruit growe
and to make it a profitable experience for growers.

Adaptability: Could structure the market so farmers couldgite someone

to staff the booth (but this eliminates the direct farm
consumer connection that is highly appealing).

Could increase the market’s “hub” activities such as CSA
pick-ups and chef orders.

Bloomington Winter Farmers’ Market (Bloomington, IN)

A grower-run indoor winter farmers’ market

The Bloomington Winter Farmers’ Market was launchedd@4 by a group of farmers
and Slow Food supporters. It became a program of thael Growers Guild in 2005
when the LGG was officially incorporated. The maikehanaged by an advisory
committee and a part-time seasonal market masterdovdees are $20 per market day,
which is higher than the Bloomington Community Farmerarikét, but these vendor
fees create a sufficient operating budget to rent aosgymnnasium for the market, pay
the market master, and pay for market promotion throygisfland advertisements.

As a farmer-run market, the Bloomington Winter Farmbtatket also has developed
guidelines about who may sell that are designed to encosinggeto medium-sized
farms and to exclude produce re-sellers. Guidelines gtelgliess restrictive for
prepared foods since the market wants to provide a witletyaf products to attract
customers. The advisory committee has also consideequbissibility of inviting
farmers from other regions of the country to bring imdurcts that are not grown in
Indiana such as citrus. For the past two years, tfeerdeen a fisherman with a small
operation in Alaska selling salmon at the market.
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Still, it is an ongoing challenge is offering a diveysf products during the winter
months. The winter market offers a large humber gfgmed foods (pasta sauce, wine,
candy, baked goods) to supplement the selection of farm peod@awide variety of

meats and cheeses are available throughout the waasors. A few produce growers
operate heated greenhouses but other growers offer stoesl(potatoes, sweet potatoes,
winter squash, apples) or freeze-resistant greens gising cold frames and other
season extension techniques that don’t require heatingor@erssurveys consistently
show that consumers would like to see a wider varietyegétables and the advisory
committee has been encouraging local farmers to expairdainter production.

The Bloomington Winter Farmers’ Market has a very layatomer base but would like
to expand further and is exploring ways to recruit new costs. One challenge is that
the current space, Harmony School, is located in degeal neighborhood with very
little traffic or visibility so marketing becomes everore important to recruiting
customers. Harmony has been an excellent host favitiier market but as the market
grows, it hopes to move to an even larger space. Hnketnhas grown in terms of both
vendors and customer counts over the last four yearscpes to continue growing. The
creation of a new winter market in central Indian&piml 2009 has created some
competition between the markets for vendors At theedamme, the number of farmers
and small food producers interested in winter productiohsates seems to increase
every year.

Model Name: Bloomington Winter Farmers’ Market

Target Market: Consumers

Distributor Challengeg Markets are generally not profitable to organizers algathis
and Risks: one is self-supporting.

Hard to attract customers during winter months, espgdfall
weather is poor.

Growers Challenges | Customer base is somewhat uncertain during winter.

and Risks: Vendor fees are higher than a summer market.

Marketing skills and product diversity is key.
Biggest Benefit to Good access to customers excited about local food.
Grower: Generally high prices.

Direct connection to consumers during the winter n&nth

Biggest Challenge to | Developing a strong market takes several years; duringtaite
Implementation: up phase it can be very challenging to recruit growersand t
make it a profitable experience for growers.

In the winter, it is especially challenging to develagheersity
of product that will attract lots of customers.

Adaptability: Could structure the market so farmers couldgite someone
to staff the booth (but this eliminates the direct farm
consumer connection that is highly appealing).

Could increase the market’s “hub” activities such as QBA-
ups and chef orders.
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1.1.2 Consumer Supported Agriculture (CSA)

Consumer Supported Agriculture (CSA) programs were créateelp strengthen the
bond between local farms and the community of peoplefdexi, The basic idea is that
community members pay the farmer in very early sprirgufgport farm operations for
the growing season. In exchange, they are entitledpiece or “share” of the harvest
throughout the growing season. Often the share isrgegkas a weekly box or basket of
produce which changes throughout the season to reflechaimging crop varieties on
the farm, as well as any major crop successes ordailufhis share can be picked up
from the farm or from a designated pick-up point. Thamoinity member gets to see
how things are going on the farm, which may mean tiagtis no broccoli but plenty of
cucumbers because the season was exceptionally hot. G&ky also invite their
members to visit the farm and even to pitch in and puliitiea“sweat equity” either
working in the fields or sorting produce for member shares.

In the original CSA programs, dedicated subscribers sharde risk of farming as well
as the benefits so if the farm had a bad year, subsssaaridn’t get much in their
shares. As CSA programs became more competitive, neamgr iCSA programs have
guaranteed a certain quantity and quality of product for shiscribers, substituting
larger quantities of one crop if another crop fails plashting extra plants to ensure they
can fill the CSA boxes. Some farms will even pureha®ps from other farmers to
fulfill their CSA contracts.

There are many successful CSA programs in the Bloomirayemn Some take
advantage of the farmers’ market on Saturday to haveroess$ pick up their shares
while others run their CSA shares on a mid-week pick-updsdteso they can harvest
their fields twice a week (Tuesday for the CSA, Fridaytihe farmers’ market). Several
farmers offer meat CSAs as a different approachtiaustandard produce-based CSAs.
One of the most successful CSA programs, CORE Farms i@%lves multiple farms
working together to provide a diversity of products.

For this study, we looked at two different modificatit@she CSA model that involve
multiple farms to reach a wide audience. The f&st hon-profit group that helps
connect farms with churches and other community orgamimats a core market for a
CSA program. The second example is Farm Fresh Delimdndianapolis, a home
grocery delivery service that features local and orgaud.f Farm Fresh Delivery is a
third-party CSA, meaning it is a privately held company thats food from different
local growers, compiles it into baskets, and delivets subscribers. However, this
model could potentially be adopted by a farmer or grouprofdes and focus more on
local foods. Farm Fresh Delivery could also be careid an outlet for farmers who
don’t want to take on the challenges of starting a dsfilsasiness, and is discussed as
such in the “Buyers” section.

New Roots/Fresh Stop (Louisville, KY)

A non-profit food broker connecting farmers with churches andnemunity groups

New Roots is a non-profit organization that works to develmstaand sustainable food
system in the Ohio River Valley region. Their godbismprove access to fresh food for
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urban residents and create marketing opportunities intshec local and regional
farmers. Their main initiative is the Fresh Stopj€tt, a community institution-driven
fresh food distribution program that also includes nutrigducation, health research,
and lobbying for better fresh food access.

Fresh Stop works by connecting a community partner insaleitysuch as a church,
hospital, or community center with a farmer coopeeatiutside the city. The program
began by connecting the West Chestnut Street Baptist ittt the
Farm2CityConnections (farmer cooperative) of Barren Gou€it. Members of the
church have the opportunity to sign up for a box of loftash produce every week - $24
for a large box, $12 for a small box. Each week a wekmcoordinator provides
members with a list of available local foods. The dawtor collects orders and
payments by Wednesday night and calls the farm coopevativerders on Thursday.
The food is picked Friday morning and delivered to the chdmahafternoon. On
Saturday, the food ready for pick-up by the participantse volunteer coordinator also
helps community members exchange recipes and informdiaurt autrition.

So far this has been a great way to provide the low-incamenunity with healthy food
while also providing an outlet for local farmers. Whilesh healthy food has been a
major selling point for the program, many members of thiE#@n American church also
appreciate that they are supporting a cooperative of AfAcaerican farmers. Fresh
Stop has had great luck working with Farm2CityConnecti@calse they are
coordinated by a farmer who is passionate about the pamecvery happy to donate
time to coordinate with all the other farmers and hedfanize the orders. The project
requires a fair amount of volunteer participation tebecessful and keep prices down
for the subscribers.

Model Name: New Roots — Fresh Stop Project

Target Market: Consumers

Distributor Challenges This model depends on volunteers who are willing to do
and Risks: marketing and coordination.

Growers Challenges | May take time for church members to start ordering food
and Risks: through the system.

Prices may be somewhat low since the goal is outreaah
low-income community.

Biggest Benefit to Direct connection with consumers with minimal owead.
Grower: Product is pre-sold, deliveries are made without needistatb
a market booth for hours.

Biggest Challenge to | Need a non-profit group or volunteer to coordinate theainiti

Implementation: connection between the church and the grower(s).
Need volunteers to continue coordinating the program.
Adaptability: Could be targeted to a more affluent commugrioup — a

different church, a school, a large office building.

Could be structured with a more traditional CSA basket to
ensure product movement (sign up for the season rathrer tha
choosing whether or not to order each week).
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Farm Fresh Delivery (Indianapolis, IN)

Home grocery delivery featuring local products

Farm Fresh Delivery is a privately owned home groceliyety service in Indianapolis,
founded in 2007 by Matt Ewer and Beth Blessing. Matt haasrakyears of experience
managing organic farms and Beth has several years afi@xpe as a nutritionist and
food service instructor. They started small with $20,000 tedeis a truck and a website.
The company has expanded dramatically over the lastéas yo include a large
warehouse, several trucks, several staff members, ané?@90,000 in sales annually.

Customers start with a standing order for a CSA-likekbbof produce. Every week they
receive an e-mail letting them know what will beliated. They can then log in to the
website to exchange any items they don’t want (e.g. regagishes instead of carrots).
They also have the option to add in a variety of grotemgs (e.g. coffee and granola).
Once they confirm the changes, their credit card Istbthe appropriate amount (the
base CSA basket cost plus any extra groceries) andbtiakeir will be delivered to their
door a few days later.

Farm Fresh focuses on offering organic and locally grimaas. Sometimes they will
offer “naturally grown” products from farmers who are nartiéied organic and

occasionally “conventional” products from conventioraahis, all clearly labeled. They
do supplement with non-local produce, especially in theemirwith a preference for
U.S.-grown.

Matt coordinates with local growers at the beginning ohessason to create a rough
production and purchasing agreement. There are no fixed cisniwa seasonal contracts;
agreements are made based on mutual trust. Growers teplirh weekly as they
approach harvest and let him know what will likely baitble. Matt gives them a
rough idea of what he needs and then confirms the exacurd after people have
customized their bins.

As Farm Fresh expands, they work with increasinglyemocal growers. Almost all the

growers that supply Farm Fresh have increased their product meet the demand.

Farm Fresh has flexibility to accommodate fluctuationgroduction as they can change
what is in the basic CSA bin and can offer items Wimhited quantities through the

grocery section. This means they can work with growérs are just getting started in
retail sales and try out the relationship with oneatenproduct.

Farm Fresh is investigating how to work with businessesupplg some items for
consumption at work and also deliver orders at the work&plddowever, they are not
interested in selling to cafeterias or restaurants beddey believe the margins are too
small.

Matt thinks this model is extremely successful in &mdipolis because there are

neighborhoods without good access to organic food — it &a3@ minutes to drive from
the south side of Indianapolis up to the Whole Foodsastl€on. People appreciate
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having healthy fresh food delivered to their door and arengitb pay a premium. Matt
does not believe the model would be as appropriate innBf@gon, a community well-
served by Bloomingfoods and a very successful farmerskehaalthough they are
currently expanding to serve Cincinnati.

Model Name: Farm Fresh Delivery

Target Market: Consumers

Distributor Challengeg Initial capital investment required for storage facilitidslivery
and Risks: trucks, and website development.

Different aspects of the business require differernisski
website maintenance, recruiting new customers, coordinatin
delivery routes, coordinating product line from farmers and
suppliers, anticipating adjustments in quantities as mes®
adapt their orders, etc.

Growers Challenges | Growers must be able to adjust their delivery volumedase

and Risks: changes in the order volume every week.
Biggest Benefit to Ability to sell small quantities of product as speciakodt
Grower: Ability to sell large quantities of product as CSA baslkahi.

Prices are between wholesale and direct to consumer.

Biggest Challenge to | Many logistical challenges that must be handled well by
Implementation: someone with a lot of experience.

Model is most appropriate for areas that do not have good
access to healthy food (e.g. no natural food storefrneers’
market).

Adaptability: Could be run as a customizable CSA program wittie
grocery part (customers would simply be able to swap out
produce items they didn’t want).

Could be run by a farmer or farmer cooperative rather gha
non-farmer.

1.1.3 Farm Stands/Stores

Another option for growers is to sell products directhnh the farm. The biggest
advantage is that farmers don’t need to travel tatsell products directly to consumers.
Direct sales from the farm can be divided into roughigé categories:
1. Basic farm stand/stall on or near the farm (outdoorespaathing fancy)
2. Farm store on or near the farm that functions asaél space with electricity and
a wide product range, often featuring products from otherdfar
3. Farmer-owned store located away from the farm

Farm stands can be very successful if they are wedtdal, generally meaning on a high
traffic road in an area that is underserved by qualityegsostores. Farm stores tend to
be a little fancier, have a wider product range, and dié&e an agritourism component
to bring people out to the country. Some farmers have tdleenext step and created
farm stores in urban areas away from the farm wtheng can market their products to a
larger, more affluent population. These farmer-ownedegies or local food boutiques
can be very successful but require significant camitedstment and careful management.
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Stout’s Melody Acres Farm Stand (Franklin, IN)
Medium-sized farm stand on the farm

Randy Stout of Melody Acres runs a very successfuhfstand in addition to his sales at
farmers’ markets and to local restaurants. Melode#ads located on State Road 135, a

fairly busy state highway in a rural area near Indialspdéie mainly sells vegetables
and plants grown on his farm but sometimes sells produtt dther local farms to meet
the demands of the public. Farm stand and farmers’ maskiees are generally

comparable although prices in rural areas are often lthaerin urban areas. Randy said

it has been interesting to compare what sells at therBihgton Farmers’ Market with
what sells at his farm stand; the farm stand demandergly for traditional country
foods like green beans, red slicer tomatoes, and swweeihile the farmers’ market
crowd tends to appreciate more gourmet items like arukalla, and heirloom tomatoes.

Model Name:

Stout’s Melody Acres Farm Stand

Target Market:

Consumers

Distributor Challenges
and Risks:

Minimal capital investment to build farm stand, parkingaar
Must be willing to staff farm stand or set up some sbhonor
system for payment.

Marketing needed to attract customers.

Growers Challenges
and Risks:

[Same as distributor.]

Biggest Benefit to
Grower:

Sell to consumers without leaving the farm (no traxpke@ses
or lost time).
Prices are relatively high.

Biggest Challenge to

Farm stands are very location-sensitive.

Implementation:

Adaptability: Multiple farmers could operate a farm staonoperatively to
share in the costs of staffing and the benefits oksale

Adding an agritourism component could increase sales.

Musgrave Orchard (Bloomington, IN)

Farm store

Musgrave Orchard exemplifies a seasonal agritourism-basedstore. The store is
located at the orchard just north of Bloomington ang&naduring the fall months to sell
apples, apple cider, and a variety of supporting products.stbhe is a fairly basic

cinder block building but it is equipped with electricity andning water and has a small
kitchen that can be used to make value-added products lkeebapples. Most
customers come out to purchase apples or apple ciderebatate many other products
available such as pumpkins, candy, popcorn, herbal crdalslants, etc. The store has
also experimented with hosting a December farmers’ méokaffer an outlet for farmers
and to attract more customers.

This farm store is an interesting example becausdatated somewhat off the beaten
path and is only open a few months out of the year lnasitbecome well established in
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the community as a destination for quality apple ciddrather products. Musgrave
makes the cider but most of the other products, including sdrtine apples, are
purchased from other growers or food processors.

Model Name: Musgrave Orchard Farm Store

Target Market: Consumers

Distributor Challengeg Initial capital investment needed to construct the starebe
and Risks: high [this facility was built many years ago].

Must be willing to staff the farm store and set consish®urs
of operation.

Marketing needed to attract customers.

May need to purchase products from other farms or food
processors to offer enough diversity for customers.

Growers Challenges | [Same as distributor.]

and Risks:
Biggest Benefit to Sell to consumers without leaving the farm (no traxpke@ses
Grower: or lost time).

Prices are relatively high.
Can make additional income selling other products.

Biggest Challenge to | Farm stores are very location-sensitive although agrsim can
Implementation: help attract customers to rural locations.

Initial construction of store is often expensive.

Must have the skills to operate a store successfully, idyec
when carrying additional products.

Adaptability: Multiple farmers could operate a store coapeely to share in
the costs of staffing and benefits of sales.

Additional agritourism components (petting zoo, hay rid&s) ¢
could attract more customers and also generate sideueve
streams.

A%

The Downtown Farm Stand — An Authentic Food Store (MuncielN)

Small local foods grocery run by a farm family

The Downtown Farm Stand is a small organic grocery steveloped by Dave and Sara
Ring of Ring Family Farm. They opened the store for litede of reasons but the two
biggest ones were that they wanted an outlet for dnganic produce and they felt that
Muncie needed an organic grocery store.

Opening a grocery store is a big undertaking with a largeataptestment and a steep
learning curve for someone without store management expgeri So far, the Downtown
Farm Stand has been very successful, in part becautigfniche in Muncie (there
were no groceries specializing in health food or orgarod}).

Model Name: Downtown Farm Stand

Target Market: Consumers

Distributor Challengeg Large initial capital investmee¢ded to construct store.
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and Risks: Ongoing cash flow considerations for orderingymts to keep
the store well-stocked.

Many skills needed to run a store successfully — marketing,
product selection, logistics of keeping shelves stocked, etc
Expectations from customers are generally higher failret
stores in the city than they would be for a farmestarfarm
stand.

Need to balance production levels at the farm with request
from customers and clearly identify source of products.

Growers Challenges | [Same as distributor.]

and Risks:
Biggest Benefit to Retail outlet for farm product without middle man.
Grower: Large potential income from store including both the farm

product and other products.

Biggest Challenge to | Lots of experience, skills, and capital needed to beesgbal.
Implementation:

Adaptability: Could set up the store to also make sal&xc#d restaurants and
institutions.

Could be run by a cooperative of farmers to share theand
benefits.

Could build storage area or processing area as part sticitee
that could be rented out to other growers.

1.1.4 Internet Sales

Internet sales are another option for growers tmeohnwith consumers. Many growers
are challenged by the technology required to set up asteed but software programs
can simplify the process. There are also existing stetes likevww.localharvest.org
where growers can set up a store for a minimal fee oftrer challenge of internet sales
is coordinating delivery. Some products such as live plamtl processed foods are
relatively easy to ship through the mail although packmyraailing can be expensive
and time consuming. Another option is to have pick-uptpavhere customers collect
their products, similar to the CSA model.

Seldom Seen Farm Winter Web Orders (Indianapolis, IN)

A farmer using a web store to sell winter crops and make oneveg} per week

John and Kelly Ferree grow vegetables on about six attaad including 7500 square
feet of greenhouse space. They sell at several sufamagrs’ markets around the
Indianapolis area and are very happy with the rebulistruggled to find an outlet for
their products in the fall and early spring when the fashmaarkets are closed. They
developed a pre-paid winter CSA program in 2007 but found & thhllenging to
implement, in part because they wanted customers tliolaeed to adjust their orders
every week depending on what was available and what teérmd. It became very
cumbersome to keep track of all the e-mails and phalieand get all the orders straight.
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In 2008, they decided to develop an online web store for themgeason (November-
April). Customers could login, see what crops werelabk, and place an order by
Thursday of each week for pickup on Saturday. Customers \payldver the internet at
the time of ordering and specify what pickup point they e@ntlf a customer was out of
town or wasn't interested in the offering that weekpln she simply wouldn’t place an
order. Every winter weekend, John would box up the oi®tsleliver them to the
various pick-up points around town.

He continues to sell at two farmers’ markets in Indgetia, using those markets as pick-
up points as well as selling additional produce that wagmssordered. He feels it is
much better use of his time and avoids a lot of wast®die has a better idea of how
much produce to harvest based on pre-orders. Winter prodaise isold to area
restaurants.

John did notice a drop in his online orders in 2009 when temfiarmers’ market opened
in Broad Ripple close to much of his customer basesdile at this market and hopes to
encourage more customers to use the online ordering sinceeiases his efficiency.

John and Kelly found that setting up a website wasyfaidxpensive and did not require
a huge amount of technical knowledge although prior experienb HTML, web
design, and graphic design is very helpful. They purchaged source shopping cart
software for $100 (AgoraCart and OSCommerce are two erajna set up the store.
The store was put on their existing website that cdsiate150 a year to maintain and
host. John says that if you can set up wordpress oreanmihtent management system,
you can set up a store.

Model Name: Seldom Seen Farm Web store

Target Market: Consumers

Distributor Challengeg Small initial investment in technology.

and Risks: Must be able to keep website running and fix any bugs.

Must determine how to get the product to the consumer.

Growers Challenges | [Same as distributor.]

and Risks:
Biggest Benefit to Increase sales during winter months while spendingil®ss t
Grower: staffing a market booth.

Minimize delivery time.
Prices are relatively high.

Biggest Challenge to | Knowledge and comfort level with technology.
Implementation: Logistics of product delivery.

Adaptability: Can combine well with a winter farmers’ nket.
Could be used during the summer months as well (see Coaley
model below).
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Cooley Family Farm Web Orders (Lafayette, IN)

A farmer using a web store to sell products year-round with\aly at farmers’ market
Kevin and Tracy Cooley developed a website for their far@005 with a basic e-mail
system to stay in touch with their CSA and farmersketacustomers after the summer
market season was over. They used the e-mail systeell fall crops and produce
grown in their high tunnel hoop houses. Over theféagtyears they increased their cold
season growing extensively and now grow nearly year-round.

Negotiating purchases by e-mails going back and forth was cearber so the Cooleys
then developed a website for ordering of fall/winteryésplring produce. Tracy has
extensive web experience and was able to do all the welesign and maintenance in-
house. Costs are minimal — annual hosting fees, mamtyityspeed internet fees, and
small credit card processing fees for each transacfioacy regularly updates entries for
the store in terms of variety, available quantity, andep@ne important feature of the
online store is that it has an inventory system to askateno product is oversold (e.g.
ten heads of lettuce sold when only five were available).

This year, 2009, they decided to offer online ordering througbhuhener season as well
as selling their CSA shares online (May-October). Hathegonline store has helped the
Cooleys cut back to one Farmers Market per week during thexeu (from three
previously). In the winter they make one weekly delieryown and have one day
where customers can pick up at the farm. The time savalhgws the Cooleys to invest
more time on the farm.

Using the online store has also helped match the hdaosds need, increasing profit and
reducing waste. This is especially true during the faltevispring, when they grow in
high tunnels. In winter, profits are increased in twaysv First, harvesting just enough
of a crop gives the remaining plants an additional wegkdw, increasing their dollar
value. Secondly, it eliminates waste since ther®ignsold produce that would usually
be composted rather than being sold for profit.

During the summer, Kevin reduces waste and risks by goitigetmarket with a good
percentage of his produce sold in advance. The onlineingdsstem also guarantees
customers that they actually get what they want withaming to be the first ones at
market. Both CSA customers and others now utilizetihi@e store during the summer.
During the winter, Cooley’s is one of the few sourcel®cal chemical-free produce.

Because Tracy is able to do all this in-house, maintathi@gnline farm store is not
expensive for the Cooleys. However, it would be expensivgrbwers who are not
savvy with computer programming, and would have to hire sonteckeep the website
current. Kevin said that other growers have tried to dwtiline ordering in this way,
and could not keep it up because of the inconvenience ahdfdeaving to hire help for
the frequent necessary updates.
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Model Name: Cooley Family Farm Web store

Target Market: Consumers
Distributor Challengeg Small initial investment in technology.
and Risks: Must be able to keep website running and fix any bugs.

Must determine how to get the product to the consumer.

Growers Challenges | [Same as distributor.]

and Risks:
Biggest Benefit to Increase sales year-round while spending less timengtaff
Grower: market booth.

Minimize delivery time.
Reduce waste, especially in winter months.
Prices are relatively high.

Biggest Challenge to | Knowledge and comfort level with technology.
Implementation: Logistics of product delivery.

Adaptability: Can combine well with farmers’ markets.

Clean Food Network (Albertville, AL)

A farmer cooperative using a web store to sell products and delmezkly

The Clean Food Network in Alabama is a privately helsiress (LLC) started by a few
farmers who wanted an easier way to combine their predunct market them to
customers. They set up a web store thromgiwv.locallygrown.net a website
specifically designed for growers to market in their regioThey also acquired a
delivery truck and the use of a two-car garage for conswiglgtacking, and short-term
storage. This year (2009) their local food bank is exparatidghas agreed to provide
space for their weekly order consolidation.

Every Friday, the farmers post listings of each prodwattwhil be available the next
week. The manager e-mails the options to all substgstomers. Customers have
until Monday at noon to login to the website and placerder. Then “pick sheets” are
sent to each farmer, who collects the food and bringsthe packing house on Tuesday.
The farmers repack everything into boxes for customerstemithe manager or intern
delivers it to the Tuesday afternoon pickup points. Nothargiared for more than
twenty-four hours.

Customers join the network by creating an account andaiynmin a check for $105.
Part of this initial payment ($25) pays the annual membefshipnd the remainder ($80)
goes to their initial credit line. Since the websst@ot set up to accept payment online
and the farmers don’t want to wait at the pick-up pointotiect payment, they use this
advance payment system and notify customers as thdit lime shrinks. Current
customers are content with the arrangement althoughetieork is trying to find ways to
attract more customers.

The network started with four farmers and now hasegldarmers. New farmers go

through one year of probation to ensure they are coeuhtitt the program. If
differences arise, farmers growing something thateslee (e.g. unique vegetable) have
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to finish the season with the Clean Food Networkhdfy are growing a crop that is
already covered elsewhere, the network lets them gwedrately. After a successful
year under probation, a new farmer will be made gpfauttner in the network. The
partner farmers meet annually to plan who will grow wdraps at what times for the
next year. They incorporate requests from the previeas yuch as an interest in more
Chinese vegetables. The founding partner and general managerSkackhouse, takes
care of the day-to-day business decisions. She is nbfqrdier services.

Overhead costs are fairly low since the garage spatmmaed and the intern works in
exchange for produce. Their main expense is the truck amsbdhey estimate
operating costs of about $4,000 or roughly 30% of the $12,000 trasy imaales last
year. The operation was started using Dove Stackhopsesenal finances in 2007 and
the grant received a $40,000 SARE grant that October. Mpegiethe business will be
self-sustaining starting in June but they are also plannibgrter for services with
produce to keep operating expenses low.

Their web expenses are low because they use thengxstibsitevww.locallygrown.net
which was developed by a farmer in Athens, Georgia ity 2807. Any farmer group
can set up a free account using the site but they laed &3 pay a fee of 3% of completed
sales to cover the costs of web hosting and developnsmnfar there are about sixty
active markets and another twenty in development, pilyrilacated in the South but
spreading across the country. In fact, the Permaeu®uild in Bloomington (a group of
growers using permaculture techniques) has used the siteiatetested in partnering
with the Local Growers Guild to set up a more fornyatam.

Model Name:

Clean Food Network

Target Market:

Consumers

Distributor Challenges
and Risks:

Initial capital investment needed for packing area and dglive
truck.

Marketing skills are essential to attracting customeds a
explaining the system.

Must be able to coordinate product delivery effectively.
Must figure out a way to collect payment since the welzes
not offer that feature.

Growers Challenges
and Risks:

[Same as distributor.]

Biggest Benefit to
Grower:

Direct access to consumers who are interested &h food.
Pre-ordering allows for custom harvesting.

Minimal time required to deliver product (as compared to
staffing farmers’ market booth).

Biggest Challenge to
Implementation:

Farmers must be comfortable with technology.
Must have initial investment capital or access to slawrt
storage facility and a delivery truck.

Adaptability:

Could be adapted as a customizable CSA programprove
sales levels (guaranteed weekly sales).
Website could be modified to accept online payment, which
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| might attract more customers.

1.2 Restaurant/Small Grocery Sales

Another attractive market for growers is selling taloestaurants and small groceries.
Small retailers provide the next step for growers acoostioto selling directly to
consumers. Quantities are somewhat larger, pricesoarewhat lower, and small
retailers are often very willing to work with individualoyvers. Chefs in particular have
a reputation for being very interested in connectingctliravith local farmers and are
eager to find fresh, tasty products to use in their restturan

Many small growers in Indiana sell directly to locastaurants and groceries (over 50%
of those surveyed) but it can be difficult for growerdirst establish a relationship.
Chefs and grocers also have voiced a desire to have owsistent supply and to have a
more streamlined process for locating the products thesedes

One option is to create a distribution company focuseda@al food, which is discussed
in the section about wholesale distributors. Thisi@ectviews two alternate ways
farmers are supported in connecting directly with reatagrand small groceries. The
first is an online virtual market aimed specifically atadl retailers and the second is an
example of two farmers sharing marketing and distribution.

Farmsreach (San Francisco, CA)

Online food broker/web store connecting growers with buyers

Farmsreach is an online local foods marketplace found2ddi in San Francisco, CA.
The founders strive to use state-of-the-art technology crease farm profits and
sustainability. Their website connects restaurardsstores directly with regional
farmers without any “middlemen” while still making it @asy for restaurants as ordering
from a traditional food distributor like Sysco.

Tech savvy farmers (with smart phones) have the abilitypload photos of their
produce, along with the amount available for purchasectljrfrom the field to the
website. Each farmer has a virtual “farmers’ staké lat a farmers’ market. Buyers
browse the products, place orders, and then negotiatergteinta the farmer. Most
farmers bring their products to a farmers’ market for picksgme farms deliver directly
to the buyers. Here is how it works:

1). The farmer creates their stall, listing theirdpwith pricing, packaging and other
information. Once the items are ready for salefahmers can mark that they are
available.

2). Farmers mark what days they will be available tosdgliand what locations.

3). Farmers open their stalls and the products are inatedylavailable for purchase.
4). Buyers can search for the items that they wantanorsearch for producers within a
specific geographic range.

5). Buyers place orders based on search results.
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6). FarmsReach generates picklists for each farngadoth the designated delivery place
and time.

7). The farmer harvests the food, develops a delivergyaumid drops off the food.

8). At delivery, the buyer receives an invoice to pay ediately or to pay through
FarmsReach using the invoice number.

Right now the site is focused on fruits and vegetabidglze developers are still
tweaking the system. The ultimate goal is to expanolsadihe country, allowing new
regions to adopt the technology for a fee. The dgestosay they are not ready to
expand yet to southern Indiana (the software isistilhe beta stage of development) but
they anticipate charging a 5% fee for local users @kite.

Model Name: Farmsreach web store

Target Market: Restaurants

Distributor Challengeg Initial investment needed for technology (sounds minimal).
and Risks: Marketing is essential for getting restaurants to ppdte.
Growers Challenges | Growers need to be very tech savvy to keep their virtalis st
and Risks: up to date with pictures, quantities, and prices.

Growers need to handle their own delivery and invoicing.
Growers take the risk of making the sale or not.

Biggest Benefit to Access to small retailers with a very modest fedHer
Grower: connection.
Prices are generally fair.

Biggest Challenge to | Need to get both farmers and chefs to buy into the systelm
Implementation: make it work effectively.
Currently, this software is not available outside ofifGalia.

Adaptability: A similar website could be used to target nomex's rather than
retailers.

System could also be used to provide an outlet for surplus
products.

Fischer Farms (Jasper, IN)

Independent farmer selling his products and neighbor’s productsdstaurants

Fischer Farms in Jasper, Indiana is a medium-sizedriaising about 500 beef cattle.
Dave Fischer and his family sell at the Jasper Fatitznket and the Evansville
Farmers’ Market as well as to restaurants and smalegyatores in Bloomington and
Indianapolis. Their products are local and natural @gronbnes, no antibiotics). They
also sell pork made from a neighboring farm’s hogs andegsoabout six steers and ten
hogs per week to meet retail and consumer demand. Thespiog plant stores the meat
and they try to move all product within one week.

Customers place their orders on Monday, animals aregsed on Tuesday, and
deliveries are made on Thursday. Their delivery roues gimm Jasper to Bloomington
to Indianapolis and back home with multiple stops totadingut a sixteen hour day.
Generally Dave and his wife take care of deliveries botetsimes her parents will drive
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the route to allow them more time on the farm. Tdeyhave a couple of workers who
help out on the farm.

About three years ago, they began working with an Amistymre farmer who lives
along their delivery route. He tells them what heising and Dave adds it to the order
list he sends out to retailers every week. This waydbgurants can order both meat
and produce at the same time and receive it in the sdiverge They have been very
enthusiastic about the convenience level, especialtg she order is totaled on one
invoice. One retailer estimated that the processust) for a purchase order can be as
high as $100 when counting the time taken by managers and tausito review, sign,
and enter the data. The set up is also much easidreféimish farmer who for religious
reasons does not maintain a bank account and would $keiggle to become an
approved vendor with a lot of retailers.

Every Tuesday, Fischer Farms purchases live hogs franmtfighboring hog farmer
and orders produce from the Amish produce farmer baseceardbrs that were placed
on Monday. Generally, Fischer Farms negotiates pwidsthe other farmers earlier in
the season and then sets their prices for retailarthis way, Fischer Farms minimizes
the risk of having products they can't sell. However, tihenee been some situations
where they have negotiated other arrangements, parlycwiéin produce. As an
example, several retailers expressed an interestiats two years ago so Fischer Farms
asked the produce farmer to grow carrots last year. Timefagrew carrots but the
retailers weren’'t happy with the quality (they didiodk like California carrots) and
would not buy them. Fischer Farms and the produce faagreed to split the loss from
any carrots grown that year that could not be sold.

Another challenge Fischer Farms has encountered iferstaho say they will want a
certain quantity of an item like tomatoes throughout therser but then they don’t
actually order it most weeks. This is more of an isgtie produce than with meat since
produce needs to be planned much further in advance. Davelitne advance
reservations for some specialty products like blacklsesaethat chefs can have a
guaranteed supply.

In general, the Fischers are happy with their currentatiperalthough Dave feels that
they are still figuring things out. They feel the delivaspect of their business is more
of a service than a moneymaker. Retailers certainlyeaggie the ability to buy local
meats and produce in a way that is as convenient as blwoggh Sysco or another
wholesale distributor. The farm has a website witlaitket information about their
products and an online store where consumers and retailerdace orders ($100
minimum order) but many retailers continue to place srgmphone. Dave is open to
the idea of working with other farmers but the farnmild need to be along the southern
end of his delivery route and offer high quality products lieatloes not already offer.
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Model Name: Fischer Farms

Target Market: Restaurants, small groceries
Distributor Challengeg Initial investment in delivery truck, coordinating storage
and Risks: facilities with processor.

Logistics of setting up delivery routes.
Marketing skills essential to getting clients, taking tagu
orders, maintaining relationship.

Growers Challenges | Growers selling through Fischer Farms rely on FisclaemiB
and Risks: for marketing and take on the risk that no one will otteir
product (although Fischer Farms will share the riskenasn
situations where there was a joint decision).

Biggest Benefit to Selling to multiple restaurants on a delivery route sfietarge
Grower: market, reasonable prices, and no middle man.
Retailers appreciate the ability to order multiple produrctse
delivery.
Biggest Challenge to | Initial capital investment.
Implementation: Skills to build strong relationships with restaurants.

Big time commitment to make deliveries (16 hour delivery
route every week).

The system works best at a scale where the growesetcio
multiple retail stores every week to maximize distribmitio
efficiency.

Adaptability: Multiple farms could sell products through dewen’s delivery
network.

A group of farmers could invest jointly in storage fa@ktiand
delivery trucks and share delivery duties.

1.3 Institutional Sales

Many local food movements across the country targge lanstitutions — schools,
universities, hospitals, prisons, senior centers. Qffterdriving force behind these
movements is to get healthy food to those who are misérable (the young, the old,
the ill) while supporting small sustainable farms. Insioins also provide an excellent
opportunity for education — particularly schools and hapitThey also are amazingly
large one-stop markets for farmers who can providedhene of food needed and meet
all the requirements of the institutions.

However, institutions are also very challenging marketesto liability concerns, budget
constraints, bureaucracy, and seasonal limitationsnyNhstitutions work with high-risk
populations (the young, the old, the ill) and thereforeel@ncerns about food safety,
which often means extensive food safety protocols (Good #grral Practice
certification, etc.) and extensive insurance requirementey also have very tight
budgets and some public institutions even operate on ayadkling system which
prevents them from contracting and guaranteeing sakepaaticular farmer or
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distributor. Schools and universities also face the ehgd that their major operating
schedules only barely overlap with prime crop productiasce.

A handful of growers surveyed currently sell to insittag but most institutional sales
happen through wholesale distributors. Both farmers dudesalers emphasized that
the key to success is to sell to multiple outlets rathen focusing exclusively on
institutions. This is partly due to the volume of foodoilved; generally farms will
produce more than is needed to be sure of filling market m#grso the surplus needs to
be routed elsewhere. At the same time, institutiongigeeca large volume, low price
market and therefore can be easily combined with a simlaline, high price market to
provide a higher total income for the farmer and/or distab

We studied the model of the Jennings County Growers, a cowpdtat helps connect
farms with institutions as a sort of non-profit brokevdel. There are additional profiles
in the wholesaler section that tie into institutiosales.

Jennings County Growers (North Vernon, IN)

Farmer cooperative selling meat to schools and institutions

Jennings County Growers was developed by a small group ofrkawhe wanted to help
their fellow farmers learn how to sell their own proucThey realized that most
traditional farmers are excellent at growing food but'tbave the skills or desire to do
marketing and sales. They also realized that commpdigs are a dangerous roller
coaster ride and that farmers could be more succefgial found their own markets.

In the late 1990's, a group of farmers including Bud BeeshelyRichard Adrian worked
together to open a farmers’ market in Jennings Countydierdo provide an outlet for
locally grown food and to help farmers learn marketkitiss This market opened in
1998 and is still operating. Building on the success ofrttuket, the farmers formed a
cooperative in 2001 with the goal of marketing produce coopesatiater expanded to
include meat). The cooperative charges members no duessdyueexpects them to
actively participate in marketing efforts.

While Jennings County Growers have had many remarkable atisbments, perhaps
the most impressive is their success in marketing pcabed meats to school systems
and other institutions in a 10-county region. They wdnkéh farmers and existing meat
processors to create an infrastructure for cooperatprelgessing and marketing locally
grown meat across ten counties. Much of the succdbssqiroject is due to an informal
and unusually trusting partnership between the JCG leadetishilocker plant, the retail
market, and the growers. This high level of trust is sustiain large part because the
leadership’s labor is provided in-kind, and because of theistently altruistic values of
the leaders.

There were several projects and agencies that camée¢ogeiget the cooperative
processing and marketing project going including the Histéomsier Hills Resource
Conservation and Development Program and the Farm BufBae initial approach was
to create a small marketing team consisting of a cdapieers and a Farm Bureau
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director. This team would meet with the superintendedtaa school boards within each
of the participating counties to talk about local médie co-op members would present
what was being made available and provide contact informédicgfuture discussion.

As part of these initial discussions, it became appadhantmany food service directors
believed they were forbidden to work directly with growers uenclear policies from
the Indiana Department of Education. Jennings County &eontacted the state and
set up a series of meetings with the Indiana Departafdfdiucation to discuss their
policies relating to food products sold to schools. TlaeStlarified that farmers could
sell direct to local institutions without prohibitive |ding requirements, removing the
concerns of the food service directors.

At this point, Bud Beesley was able to meet with scpeosonnel and other prospective
wholesale buyers to build contracts. Forty-pounds bokeample product were
presented for the institutions to test out. The codperavorked with the schools to
develop a product that met all the education department eegemts. The schools
wanted 85% lean and 15% fat and needed a patty that wouldhegebper weight
requirements after cooking — 3 ounces for high school, 2 odmcetementary school.
The schools were very impressed with the quality ofkat as compared to the patties
they generally purchased on the open market. Most madagars get the lean/fat ratio
correct by adding ground soy to fatty meat and even thepetities are often slightly
underweight when cooked so kitchen staff would have to adesetie meet the weight
requirements.

Students appreciated the improved quality as well. Whe8whzerland County
Schools moved from the hamburger-soy product to the Jenninggyd8rowers’ 85%
lean product, the schools sold twice as many hambur@die and Jefferson County
Schools have experienced similar increased demand @athef students.

The schools were also very happy with the level ofise they received. Jennings
County Growers works hard to keep their customers happgy do not require

minimum purchase amounts as many other wholesale mggaliess do and they will

also make special deliveries without an extra chargao@employees and students also
appreciate the fact that they are supporting local farened fellow community members
through their purchases.

While school sales were very successful, the singaeremains that schools and other
institutions only want the cheaper cuts of meat so thmdiahas to find an outlet for the
rest of the animal. This is actually a great opportuoitythe farmer since the “leftover”
parts are much more valuable and can be successfully mdtetetail customers with
much higher margins. However, it meant that Jennings Cd&natyers also had to work
out an infrastructure system to move those products thrihegtetail market.

The solution came out of the close relationship betweanings County Growers and

the processing plant Westport Locker. Westport Lockan ientrepreneurial, business-
planning and financial partner in the farmer-controlledkeing system. It has an
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excellent and long-established reputation for slaughtamadgcustom processing
livestock. It has been incredibly supportive of this ggbpnd provides the key
infrastructure needed — animal processing, butchering, coldystaad delivery. The
company has increased its staff at Westport to meetarsed demand created by the
Jennings County Growers project. They also took on tlaadial and managerial risk of
designing, staffing, and running the City Meat Market in Madliso

City Meat Market was opened in 2005 in Madison, Indiambddfers a locally produced
high quality fresh meat product in a clean, attractivelacally owned meat market. The
market also offers custom cutting, packaging and cooking advice.

How it works from the farmer’s perspective:

1. Animal is taken to Westport Locker (or another meat [@siog plants in the
network) where it is purchased on the day of slaugimeoavned by Westport
through two weeks of processing

2. Jennings County Growers pays Westport for any of the pratessat they will
be selling

a. Sales to schools and government institutions
b. Limited sales to restaurants
3. Westport delivers the processed meat
a. Free delivery to City Meat Market for retail sales (Ypest owns City
Meat Market)
b. Free delivery for nearby JCG sales; JCG pays for tng hawul deliveries

At this time, Jennings County Growers does not charge farfmemanagement and
marketing services beyond expecting them to donate tittes tanarketing effort. Bud
Beesely and Richard Adrian conduct the marketing and cooiahrafforts free of
charge. This helps keep overhead low and increases tles peceived by growers.

One of the ongoing challenges is cash flow since whtdesistomers generally take 30
to 120 days to pay invoices. Jennings County Growers is aé&sested in purchasing a
warehouse and cold storage facility to allow continued expanghis building would
serve as a distribution center and office, and wouldseel to process produce as well as
meat. All of the schools currently purchasing local infiman the Jennings County
Growers have also expressed interest in buying local peadiuing the portion of the
school year when the produce is in season. They patkatial building identified but
were not able to raise the needed funds (about halliamdollars) before it was sold to
another party.

Model Name: Jennings County Growers

Target Market: Institutions, consumers

Distributor Challenges Multiple groups work together to make distribution work

and Risks: (farmers, farm coordinator, locker plant) and depend upom ea

other for the model’s success.
Distributor must invest energy in coordination of saled a
directing different cuts of meat to different markets.

Local Growers Guild Distribution Report July 2009 Page 25 of 71



Model is successful because locker plant was willntake on
risk of opening a retail store and expanding its processing
operation.

Model is also dependent on coordination services offerad af
charge by JCG leaders.

Growers Challenges | Growers must be willing to assist with marketing efforts

and Risks: Growers must work cooperatively with each other and WG
leaders.
Growers take on the risk of their products not being sold.
Biggest Benefit to Access to large institutional market balanced with retdes to
Grower: provide reasonable prices.
Biggest Challenge to | Need a lot of cooperation between locker plant, retadher
Implementation: shop, growers, institutions.

Coordination is time-consuming and could be expensive if the
coordinator were paid for his/her time.

Adaptability: The model could be expanded to include produce.

1.4 Wholesalers/Distributors

Wholesale distributors are the traditional “middlem#érédt connect farmers with
restaurants, groceries, and institutions. They buglymis from farmers at a wholesale
price and then take care of storage, marketing, salesledimdry to their customers.
Customers appreciate having a consistent, reliable suppig @roducts they need as
well as reassurances that the food has been safedjedaand is properly insured.

Farmers get the benefit of being able to focus on grosimge the distributor takes care
of marketing, sales, and delivery. However, distributegsiire large quantities and offer
low prices compared with selling to small retailersmat eonsumers. Distributors also
often have a long list of requirements pertaining bothrm faperations and the final
product as delivered to the distributor. Here are some commeguirements.

= Farms must follow food safety procedures such as Goodwgnial Practices or

Hazard Analysis and Critical Control Points and magdn® show certification

= Farms must have proper equipment for grading, washing, anchgamkiduce

= Farms must carry liability insurance

= Produce must be of uniform size (generally large) and eatbrno blemishes

= Produce must be packed in boxes as instructed by the atistrib

Generally, distributors want picture perfect produce, wbarnbe challenging for
growers. One reason growers often combine wholesaketsavith direct-to-consumer
markets is that they can often sell their undersizedisshapen produce to consumers
who are more focused on taste and quality than aesthetic

There are many different types of wholesale distritsutdihey can be generally
classified using the following categories.
= Farm cooperative distributors — producer cooperativesenaemers work
together as distributors, spreading the risk and sharingdheof distributing
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products (the challenge is finding farmers with enough tknewledge, and
capital to make it successful)

= Public-private partnerships — distributors or brokers thatksely associated
with a nonprofit organization and have a strong misgiognsure fairness to
producers

= Values-driven enterprises — privately held distributors fidheus on the local food
niche market and are mission-driven but do not have faatheocacy as part of
their business model

= Traditional distributors with a twist — traditional ttibutors who have created a
division focused on local food that leverage the existifigistructure of large
food distributors to sell local food

= Broadline distributors — traditional broadline distritngtthat offer a wide variety
of products and generally do not focus on local food butdigtkibute local food
if it is cost-effective for their business model

Generally speaking, the distributor categories closdrgdop of the list are more
focused on the needs of the farmers and thereforefaffaers higher prices and better
advocacy. However, there are certainly examplesnvéhch category that are better or
worse.

We discussed two farmer cooperative distributors in pusveections — the Clean Food
Network was covered in the section on direct salephsumers and the Jennings County
Growers cooperative was covered in the section onutishal sales. We originally
examined Common Market in Philadelphia as an exammepablic-private partnership
but were not able to gather enough information to includkeisnreport (Red Tomato is
another example of a public-private partnership). Theethnodels we studied were a
privately held values-driven enterprise called Grasshopsérltition (originally
envisioned as a farmer cooperative distributor), and tagitional distributors with

twists.

Grasshopper Distribution (Louisville, KY)

Values-driven distributor founded by farmers

Grasshopper Distribution was formed in 2005 by three farargone food processor.
There had been several years of planning amongst a gréanmafrs but when the

smoke cleared and the time came to commit, only foundes were ready to buy into the
project. They decided to form as an LLC rather thaaaperative because they believed
it was a simpler and more effective business modeth Bavner put in $500 initially
(several thousand dollars more along the way) and thedassreceived almost $400,000
in grant money to acquire the infrastructure needed fdoukmess — a warehouse,
coolers, freezers, and trucks — and to hire initial stdHout half the funds came from a
USDA producer grant (it was a 50/50 matching grant) and aladfutdme from tobacco
settlement money. (Kentucky farmers have been aidedlgiey a large chunk of
tobacco settlement money that was earmarked for hetipbagco farmers transition to
food production and helping the local food economy grow gtjon
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The original goal was to market food from small and mmdiural farms to large
institutions in Louisville. However, Grasshopper enceted many barriers in the
institutional market — insurance requirements, auditing remqénts, low prices, complex
policies, etc. They then shifted their marketing pafotus more on restaurants and a
CSA program where individuals could subscribe to recgivex of locally grown
products.

Grasshopper operates similarly to a traditional distoibin that every week they send
out a product list and their customers place orders. edexythere are two major
differences in their product list. One is that eaddpct is listed by the farm it came
from so there might be “Green Zucchini from Smith Paasione item and “Green
Zucchini from Jones Farm” as the next. The other n@fterence is that farmers set the
prices they want and Grasshopper adds a slight mark-upehmfblishing the prices,
rather than Grasshopper telling the farmer what thdypayl. They will tell a farmer if
they think a price is too high but it's up to the farmer akenthe final decision.

Grasshopper operates at a mid-sized scale with over $3060,88le$ in 2008. They are
hoping to become profitable without grant money in 2008eyThave faced several
challenges including adjusting their strategy to work withiostitutional sales, educating
farmers about achievable prices, developing strategiesdprfailures (currently no
penalty for farmers), developing strategies for havinméss committed to selling
through Grasshopper (currently no penalty if a farmersték&gher product elsewhere),
and tweaking the logistics of pick-up and delivery (regecitbinged from picking up
products at each farm to picking up products at certain fdratgprovide storage for
their neighbors).

Model Name: Grasshopper Distribution

Target Market: Retailers, consumers, institutions

Distributor Challengeg Large initial capital investment in warehouse, cooletgks.
and Risks: Marketing skills critical for attracting clients.

Many logistical challenges when working with multiplenfes
and multiple buyers.

Challenging to coordinate with farmers and develop a sdénse o
appropriate pricing.
Can be very expensive to pick up products from multiple farms

Growers Challenges | Growers set their own prices and take on the risk af the

and Risks: products not being ordered.
Biggest Benefit to Growers can set their own prices somewhat higher than
Grower: wholesale prices.
Distributor offers free pick up from the farm or a neighibg
farm.

Marketing with farm name intact to consumer.

Biggest Challenge to | Lots of logistics to consider in terms of pick-up routesyvdey

Implementation: routes, marketing, price setting, and coordination between
farms.
Adaptability: Could be run cooperatively by a group of fasner
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Local Crop (Cleveland, OH)

Traditional distributor with a twist — local food “add on” option

Local Crop is a local food distribution system develope@bgf Steve Schimoler in
2008 in partnership with the traditional food distributor 8ysElis goal was to help
restaurants and institutions get the local food theytedaalong with their mainstream
Sysco delivery. The basic format is a website thapdated biweekly with products
available from participating farms. Retailers loginhitheir Sysco customer number and
place their orders on a first come, first servedsa$here are two “market sessions” per
week. Orders placed during Market Session One (Sat-Mergdated to the next
regularly scheduled Sysco delivery on the following ThuysBaday, or Saturday.
Orders placed during Session Two (Tues-Thurs) are addednexhesgularly

scheduled delivery on the following Monday, Tuesday, or \&sday.

Here’s how it works from the farmer’s perspective. tiegating farmers call or e-mail
twice a week to say what products they have availablhat quantities. They also set
their own prices although the Local Crop coordinator migake suggestions about what
would be an appropriate price for the item. Local Crop adstwall mark-up to cover
delivery costs and then posts the list on the webgifeer the orders are placed, Sysco
sends an order sheet to the farm so that they caastdrased on demand. The freshly
harvested produce is brought to the central Sysco warehdhese it is broken down into
orders and sent out to retailers as part of their layg#ars.

Through this system, farmers are able to charge sligfgher prices, especially when
they have a high quality product. Chefs are able to ordelupts from a particular farm
if they believe the quality is higher and they areroftelling to pay a little extra.
However, the farmer does take on the risk that the ptadliaot sell and he/she will
have to find an alternate outlet.

Local Crop currently works mainly with grower cooperati®@cause cooperatives
provide a fairly high guarantee of product quantity (if omentx’s crop fails, another’s
will likely be available) while also supporting small andlfeized farms. The biggest
challenge has been getting food from the farms to ysedSwarehouse. Local Crop has
been able to coordinate some backhauling with Sysco trackkave also started
working with consolidators who collect products from npiéifarms. However, there
are relatively few consolidators in the Cleveland area

The system is currently only in place in Cleveland,oaCind Columbus, Ohio. They are
considering expanding the program into other areas. $y®as this project as more of
a customer service program than part of their productletherefore they are willing
to keep their profit margin slim in order to make locadd more accessible.

Model Name: Local Crop

Target Market: Retailers, Institutions

Distributor Challengeg Initial capital investment in website, project coordinand
and Risks: integration of program into existing infrastructure.
Growers Challenges Grower sets prices and takesloafroduct not being
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and Risks: ordered by customers.

Biggest Benefit to Access to a large customer base.
Grower: Ability to set prices somewhat higher than regular lebale
prices.

Marketing with farm name intact to consumer.

Biggest Challenge to | Existing broadline distributor must support the developroént

Implementation: the program and coordination with their storage and delivery
facilities.
Adaptability: Model could be adopted by distributors othen tBgsco.

Stanz Foodservice/Notre Dame University (South Bend, IN)

Traditional distributor highlighting locally grown food

Stanz Foodservice is a full service food distributor in B&énd, Indiana that was
founded in 1923. They are a preferred supplier of Notre Dameersity and have been
working with the university to source more local food as$ pba Sustainable Food
Model developed in 2005. This comprehensive model addressesaspetys of food
service including how food is sourced, how food wastaglled, and what sort of
cleaning products are used in the kitchen. They defineddocabional food as buying
from Indiana, any state that borders Indiana (Ohio, Mahy lllinois, and Kentucky), or
Wisconsin (southern Wisconsin is a shorter distara® flotre Dame than much of
southern Indiana).

Stanz Foodservice assisted the university by clearly fgengiwhich foods on its order
sheets were grown or processed regionally to allow thesrgitly to order knowledgeably.
They have also responded by seeking out additional sourtesabfood. Only a small
amount of produce sold through Stanz comes from Indiashdt’argenerally limited to a
few traditional items — corn, tomatoes, and melongnymore products are sourced in
Michigan which has a stronger system of medium to laizgd farms that grow for
wholesalers and also has a better infrastructurersadinlators. Consolidators offer a
centralized location where farmers can bring their prtsthacthen be picked up by
distributors like Stanz.

Notre Dame worked with the Indiana State DepartmeAigoitulture to establish the
Indiana College and University Food Alliance which helpsduniversities together to
discuss ways to improve the sustainability of food serpiograms and develop
information on how to improve local food access.

Model Name: Stanz Foodservice

Target Market: Institutions (Notre Dame), retailers

Distributor Challengeg Small investment in changing system to track source of
and Risks: different food products.

Investment developing relationships with regional farnaeis
food producers.

Distributor typically commits to buying produce and thentoas
find a market for it.
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Growers Challenges | Prices are relatively low (standard wholesale pricing).

and Risks: Distributors typically have strict requirements for praduc
quality as well as requirements for food safety handlingeat
farm.

Biggest Benefit to Growers with an established relationship have a guaranteed

Grower: outlet.

Biggest Challenge to | Distributor must be motivated to source and identify ldaad.

Implementation: Distributors generally prefer working with medium-sized to
large farms.

Adaptability: Any distributor could adopt this model.

1.5 Conclusions about 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 chalemgeld be for
implementation and how a model might be best adaptgapteaato growers.

Studying different models provided many suggestions on how t@irepgocal 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 distribgtistem, require a lot more initial
capital investment and thus a lot more risk.

One of the key questions in studying distribution modedeisermining who is doing the
work and who is taking the risk. From a grower’s perspecthe best system requires
minimal investment (of money and time) but offers a lpgbe. Still, in the end
someone has to do the work of marketing and delivepftso it becomes a question of
whether the farmer wants to take on those respongbilind risks in order to increase
potential profits or the farmer prefers to work through ddiel man.

Anyone who wants to open a retail store or operatetabdison center needs to have
very strong business skills and a willingness to conliyndavote time and energy to
keeping the business running. This becomes especially impdrtiaere are
infrastructure expenses to be covered (storefront, wasehdreezers, trucks) and if there
are product flow logistics to be coordinated (ordering fronftiple farms, selling to
multiple buyers, stocking store shelves).

When farmers take on a major role in distributioeythave to develop these necessary
skills, take the risk of making capital investments, dedote time to coordinating
distribution that takes away from time available to gfoad. Many farmers do not have
strong business backgrounds and can face a steep learning berveetting up their
own distribution system.
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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 also are not trying tohgplitime between farming
and running a distribution business.

The disadvantage (to growers) of privately held distion companies is that growers
receive a lower price working through them than if thengars are able to sell directly to
the consumer. The margin that distributors chargesakepending on the company’s
structure, values, and what services they offer. A bnaevebsite like Farsmreach
charges a fairly low fee because it was developedamiiission to help farmers and
because it does not provide assistance with the actual paelivery. A traditional
distributor like Stanz Foodservice charges a higher méegause they take on
responsibility for sales and delivery.

Studying the different models also provided some insigbtahallenges that distributors
face. One interesting topic that came up when talkiny witolesale distributors was the
idea of using consolidators. Consolidators are third/gmrsinesses that transport
products from multiple farms to wholesalers. This weleefarmers of the burden of
making deliveries and a well-organized consolidator caaiefiily serve multiple farms
and multiple wholesalers. Produce consolidators appds more common in states
like Michigan that have a more fully developed fresh prodwete/ork. The concept
seems worth further investigation but might not be appatgfor small farms since it
would undoubtedly add a layer of cost to the farmer. £ebeption might be for groups
of neighboring farmers to cooperatively purchase a vehialeshare delivery duties.

Our initial plan was to identify one model that couldalbepted by the LGG to meet the
needs of the member growers. Grasshopper Distribigian example of a model that is
very supportive of growers, giving them a chance to earrehigfgan-wholesale prices
while still taking care of marketing and product deliverydgooswers. However, creating
a distribution center like Grasshopper requires a largalinapital investment and part
of the reason Grasshopper has been successful isréd@tived many start-up grants.
The business also requires ongoing efforts to coordinatedistics of marketing,
receiving, sorting, and delivering products from multiple fatonswltiple businesses
every week. Staff members must be extremely knowledgedblét the food business
and able to adapt sales strategies — for example, devglaarge CSA program when it
became apparent that institutional sales were notsily aacessible a market as
anticipated.

Creating a distribution center like Grasshopper reqtir@ssomeone (a group of growers
or a group of private investors) take on a large amouimanicial risk to pay for the

initial infrastructure and the ongoing staffing expensBse Clean Food Network was a
nice example of how a group of farmers can startsataller scale, renting a garage and
a truck and sharing the packing duties. However, evenlda@ood Network relied on
grant support initially as well as coordination provided by érrDove Stackhouse at
little or no cost.
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At this time, the LGG would be best served by encouraguhgidual farmers to
implement some of the more accessible techniquessfarting a CSA program in
partnership with a church) and by continuing to build up produétiegis and grower
commitment before launching a larger distribution und@mtak Developing a web store
seems like a potential next step in terms of a cedistibution effort and the LGG

should further investigate Farmsreach and other softeg@trens for connecting growers
with buyers.

Local Growers Guild Distribution Report July 2009 Page 33 of 71



Section 2: Assessment of Grower Interest

2.1 Methodology

Our original plan was to bring together a large group of piadestakeholders for a series
of organizational meetings, similar to the AgricultuEgabnomic Development Initiative
(AEDI) organized by the state in 2007. Potential stakeholdetdd include farmers,
potential buyers (e.g. restaurants, cafeterias, gregeme community organizations
interested in agricultural economic development (e.qn@ler of Commerce, Small
Business Development Center). However, after fudissussion and reflection we
determined that gathering all these individuals would ngirbductive without a clearer
understanding of the current state of food distributionparesible models to explore.
We wanted to be sure we captured grower ideas effecavelyletermined that a written
survey would be much more effective than convening growmesse place. Therefore,
the project committee focused on gathering informatiomfall the various stakeholders
using a series of written surveys, telephone interviewd meetings.

We developed a written survey for growers (see AppendisKih@ about their current
marketing methods, their interest in expanding productiogidetheir interest in
accessing new markets, and their perceived obstaclesnailél out approximately 200
copies of the survey to a mailing list comprised of memobgtise Local Growers Guild
and vendors at the Bloomington Community Farmers’ MarKéke survey was also
posted online using Survey Monkey and the Local Growers Geilisite. A short
article directing growers to the web survey was publishéde LGG newsletter, the
Purdue Extension Monroe County newsletter, and via dexemail listserves. We also
provided an incentive of a prize drawing for four $40 gift &edies pulled from the
farmers who completed their surveys by Apfil JAdditionally, the assistant director of
the Local Growers Guild telephoned all members to engeutteem to participate and
collected some survey data over the phone.

A total of 54 farms responded to the survey. Just over 28)fare members of the Local
Growers Guild. They represent a diverse array of prodiitst (37) grow vegetables
although at least half of the vegetable growers also peocheat, eggs, or fruit. A few
growers specialize in plant sales.

2.2 Current Sales Channels

There are many different ways that farmers caniselgjoods they produce. We divided
the options into four main categories — sales dirgotlyonsumers, sales to small retailers,
sales to large retailers/institutions, and sales to whleless There are many subsets
within each category as summarized in Table 1 below.chbg also shows how

growers are currently selling their products and wherewlmayd like to sell in the future.
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Table 1. Current and Future Sales Channel Interests of Lad Growers

Category Sales Channel Current Sales| Interest in Future Szd
Direct to 100% (54) 92% interested =
Consumer 80% very interested

12% somewhat interested

Farmers’ market 87% (47)

Farm stand or store or | 68% (37)
sales to farm visitor

Community Supported | 19% (10)
Agriculture (CSA)
program

Internet sales directly to
consumer

Sales to small 54% (29) 82% interested =
retailer 39% very interested
43% somewhat interested

Restaurant 35% (19)

Small grocery 39% (21)

Caterer

Fraternity/Sorority

Small school cafeteria

Grocery delivery service

Sales to 4% (2) 43% interested in
institution/ institution or wholesaler =
large retailer 16% very interested

9 27% somewhat interested

Large grocery

School system cafeteria

University

Hospital

Prison

Corporate cafeteria

Sales to 19% (10) 43% interested in
wholesaler institution or wholesaler =
16% very interested

27% somewhat interested

Traditional wholesalers

Cooperative or nonprofit
wholesalers
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Of the 54 growers surveyed, all sell at least a podifdheir products directly to
consumers. Nearly all participate in at least oneadasis’ market and about a quarter
participate in at least two farmers’ markets. About &bsb sell directly to consumers at
a farm stand or through a CSA.

This is not surprising considering we sent the surveymotembers of the Local
Growers Guild and vendors at the Bloomington Community EesshMarket. Most of
the farms in the Local Growers Guild started theirrapens with a focus on selling at a
farmers’ market although many have expanded to include digteibution channels.

Over half the growers surveyed sell to retailers, fulity evenly between restaurants
and grocery stores. Only two (4%) currently sell toitasdns and only ten (19%) sell to
wholesalers.

2.3 Future Sales Channels

Further in the survey we inquired which marketing avemesse of interest to the
growers. We asked them to rate their interest (“i@erested,” “somewhat interested,”
“not interested”) in three categories — direct sedesonsumers, sales to retailers, and
sales to large volume markets at wholesale prices.ghidaest interest was in expanding
direct sales to consumers (92%, most were “very irenl®s There was also a lot of
interest in sales to retailers but it was not as gt(88%, half “very interested”). Less
than half those surveyed were interested in salesge \lume/wholesale markets and
most were only somewhat interested (43%, most “somewtamested”).

The results confirmed our general impression that LGcaers Guild farmers are
primarily focused on direct sales to consumers antheerested in developing more
sales to retailers. We had initially theorized thatehwmight be one group of growers
focused intensely on direct sales to customers and gtbep focused intensely on
wholesale markets. However, this does not seem tabe @nly a handful of growers
were interested exclusively in direct sales to conssifféetotal) and another handful
exclusively interested in direct sales to retail@rgofal). The majority either expressed
an interest in all three avenues (18) or in salesnswoers and retailers but not
wholesalers (21).

The general pattern seems to be that farms start gttt dales to consumers, expand to
also include sales to small retailers, and then paiBnéxpand again to also sell to
wholesale clients (institutions, large groceries otrithistors). Growers seem to be
focused on adding new channels rather than transitioningf @me channel and into the
next.

We also asked growers to rate their interest in findingudlet for their surplus products
with the understanding that prices would likely be lowantany sort of pre-arranged
sale. Only a handful (4 total) said they were veryregeed and about a third (17) said
they were somewhat interested. This sentiment weesated further in the study when
we asked if they would be interested in selling surplud foaa third party.
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2.4 Interest in expansion

Another key question for growers was evaluating thearest in expanding their farms.
We asked growers if they were interested in expandingftren operations and offered
four choices of response.

Table 2. Grower Interest in Expansion

Yes, but | don’t know where to start. 7%
Yes, but I'm currently expanding at a slower rate tharike. 22%
Yes, and I'm currently expanding at a rate that | feehiortable with. 54%
No (please skip next question) 17%

Based on these responses, 83% of the growers surveyateaested in expanding.
More than half said they are “expanding at a rate thay] feel comfortable with” which
would mean only 29% of the growers surveyed are having trexplending at a rate
they would like. However, many of the growers whoeqganding at a comfortable rate
went ahead and provided answers to the questions aboubbgtatles slow expansion
and what assistance would be useful, indicating tleat ¢buld still benefit from future
projects and might even expand at a faster rate.

Further in the survey, growers were asked to projectrhash they might expand their
farms over the next five years if they had accesduetir storage, distribution, and
marketing system. About half (26) the growers respondedhdiwhted they would
increase the acreage they farm dramatically, witlnaséd increases ranging from 25%
to 750%. The majority anticipated at least doubling in €i98% increase). In terms of
acreage, current farm sizes range from 0.5 to 107 actieswotal of 441.5 reported
acres. Projected farm sizes range from 1 to 250 acresawatal of 972 projected acres.

Employment projections were also encouraging. Farmpostexl currently having 73
employees on 28 farms (undoubtedly counting family memiaeprojected expanding
to have 174 employees in five years, creating 101 new jubsnare than doubling the
farm workforce. This would increase average farm employrinem 2.5 workers per
farm to 6.2 workers per farm.

2.5 Obstacles to Expansion

There are many challenges a farmer most overcome @#pamding his/her operation
and many of them are unrelated to distribution infrastructWe provided a list of ten
common obstacles and a section for growers to writesponses. About two thirds of
the growers surveyed responded to this section (38 total)aghdyeower marked an
average of 3 responses.

= |nsufficient storage space (58%)

= Not set up for large volume post-harvest handling (53%)

= Lack of proper equipment (34%) — this may include washing andngrad
equipment and therefore overlap with “post-harvest lvagid

Local Growers Guild Distribution Report July 2009 Page 37 of 71



= Perceived costs of marketing are too high (29%) — time dod ekeded to find
buyers and negotiate contracts is too much

= Alternate markets seem to require lots of red tape (24éontracts, insurance,
bookkeeping, etc.

= Lack of good farm labor at a reasonable wage (24%)

Other obstacles that were marked included holding dovengéftthe farm,
insufficient/inappropriate land, a perception of no maftethe product, and restrictive
government regulations.

Clearly, there is a need to address storage and faagilityns for growers either on the
farm or at a centralized location. It appears that bmy be needed as there are some
operations that would be best achieved at the farm gladtér harvest (e.g. cooling
freshly picked lettuce).

There also appears to be a need to provide marketing suppbelgong farmers find
new buyers and navigate through the “red tape” that salee shannels require. Itis
very possible that in many cases there is a perceptidifficulty that is not actually
there.

Farm labor is an obstacle that is challenging to addngss likely to become an even
larger issue as farms expand to meet increasing demaed®nRl studies done in other
parts of the country indicate that there is a neednfare small or medium sized farms
which means there is a need for more farmers. Ondbpwsslution is to create a farm
mentorship program that would provide current farms witHaber they need while
providing new farmers with on-the-job training.

2.6 Storage Needs of Growers

Growers were asked “If the Local Growers Guild builirell, fee-based, centralized
storage and warehousing facilities, what parts would gmgider using?” Of the 54
surveyed, twenty-seven (50%) selected none of the optieifteen (28%) wanted
refrigerated space, thirteen (24%) wanted storage for ropsceleven (20%) wanted
freezer space, ten (19%) wanted washing/grading facilities,(17%) wanted dry goods
storage, and four (7%) wanted certified organic storage.

Our next question asked growers to provide as much infamas possible on how
much storage they would need and what sort of seasamatioa could be expected.
The results were varied, with some growers able to prgreeise figures and others
giving only general thoughts.

=  Winter storage for root/winter squash etc. Space that produce can be brought in,
cleaned and stored until delivery.

= Basic root cellar conditions

= 500 Ibs. storage for root crops 500 Ibs. of fruit storage (refrigerated; 50 degrees) 25
cubic feet of freezer space Freezer space needed year-round and fruit storage
(fridge) & root crops space only in winter.
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= 1 pallet frozen space; 1-2 pallets dry space. It would not vary during the season.
= Need more storage space in summer; need more freezer space (60 cubic feet)

= Once | am producing at a higher level it would be helpful to have off-site freezer
space for berries, storage for root crops and dry goods storage space.

= Freezer space potential in winter; unsure of amount of space needed

= C.A. low humidity 50-60 F. Displacing oxygen would be helpful.

= Needs to be refrigerated or frozen during (summer) warm temps.

= | NEED 6-8 pallet spaces at 60 F | WANT 10-20 pallet spaces at 33 F

= Greens (lettuce, spinach, arugula, etc.) kept around 45 F

= Late summer, into fall, and through winter 200+ bushels at 55F, 60% humidity 30+
bushels at 40 F, 86-90% humidity

= Currently we would need about 40 cu feet of freezer space in late summer and fall
and about 40 cu feet of refrigeration space in late November. This should increase
each year.

= Some storage in fall, at room temperature or in a refrigerated space, none at any
other time of the year

»= | need freezer space for frozen sheeps milk and processed lamb.
= Need most storage in fall, very little in spring, mid-season possibilities

More information is needed to determine exact storage ggqeints and figure out where
would be an appropriate location for the facilities.

2.7 Requested Marketing Assistance for Growers

As indicated earlier, most growers seemed interestegpanding direct sales to
consumers and sales to retailers. Some growers exghi@sseterest in selling at a
wholesale level. Further in the survey we asked gromers specifically what sort of
marketing and distribution assistance would be useful. Z&nlgrowers skipped this
section, apparently because they are not interestganding at this time and did not
think it applied. Of the forty-two growers who responded thirds selected at least

four of the fourteen suggestions. The resulting leveistefest were somewhat scattered.

Table 3. Marketing Assistance Requests from Growers

Category | Assistance Type Responses | %
Direct to | would like more farmers market outlets 15 36%
Consumers
I would like help starting a CSA program for my farm. 4 10%
I would like to set up a cooperative CSA with other | 12 29%
farmers.
I would like help setting up a custom ordering system10 24%
over the web.
Sales to | would like to be part of a cooperative marketing effor21 50%
Small to connect me with more restaurants and grocery stores.
Retailers
I would like a web-based store where | could post my 15 36%
available products on a weekly basis and local
businesses could place orders.
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I would like to either share delivery duties with other| 4 10%
growers or hire someone to make deliveries so | can
spend more time on the farm.
I would like access to a facility where | could wash, | 10 24%
grade, and pack my product to make it more marketable.
| would like access to a storage facility. 19 45%
I would like to learn how to negotiate and create strongl 26%
contracts with buyers.
Sales to | would like help in combining my products with 13 31%
Large products from other farms to be able to meet the
Retailers | demand of high volume customers.
| would like to be part of a cooperative marketing 11 26%
campaign to help me get access to large-volume buyers.
I would like to sell my products at wholesale prices tp13 31%
LGG or another entity that will resell my products to
restaurants or institutions, because I'd prefer to stay|on
the farm and focus on growing.
Surplus | want to sell surplus to a farmers’ cooperative oriothel8 43%
sales organization that will do all the marketing and
distribution.
I want to do the marketing and distribution [of surplus@ 10%
myself but need help making contacts and learning tp
negotiate effectively.

Of the fourteen choices suggested, none were selectedreytinan half the growers.

Half the growers (50%) and expressed an interest in a Eio@emarketing effort
connecting them with restaurants and grocery storhs ties in well with the strong
interest in developing sales to small retailers andobas a definite goal of the LGG
since its creation. A few of the growers who selethedresponse already sell to

restaurants but most seem to be currently focusedmerfa market sales.

Nearly half (45%) expressed an interest in accessttwage facility. This topic was
explored in more detail in a separate part of the suis&s section 3.6) but is clearly a
major theme of grower needs at this time.

Nearly half (43%) expressed an interest in selling thaiplus product to a wholesaler or
individual who would then sell it to the end consumer.sToiuld be a viable business
opportunity for someone experienced with the logistidsamdling miscellaneous
guantities of perishable items. Currently, many growerste their surplus products to
local food banks including a program in Bloomington wharenkers can take their
leftovers at the end of the farmers’ market and loathtHirectly onto a truck for the
food bank. Presumably a surplus wholesaler would prefawlkect items that had not
been sitting out at the farmers’ market for five hcand therefore would not compete
directly with food bank donations.
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About a third (36%) expressed an interest in a web-baseslshere growers could post
their available products and buyers could place ordenkingpout transportation and
payment directly with the farmer. This sort ofteys could also be very useful in
connecting growers with small retailers and might alsavide an outlet for surplus
products, depending on the set-up.

About a third (36%) expressed an interest in new farnmeasket outlets. Half did not
specify where they would like a new market. One grauggested starting a market
“closer to home [Odon]” but there may not be enoughadrssumer base there. Another
suggested Brown County which is currently working on stgudimarket in Nashville.
Another mentioned Martinsville, which is starting a kegdrthis year in coordination with
the existing Mooresville Farmers’ Market. One grower retpeta “high traffic mid-
week market [in Bloomington].” There is currently a Tueseagning market run by the
city of Bloomington but it is relatively new and sblliilding up a following. There is
also a Wednesday morning market held on the east sideothat seems successful but
is not well-known in town. Several people suggestetiirsgga farmers’ market on the U
campus but the logistics have not yet been determiedmers’ markets are hard to
start because there must be enough farmers to maketliwide for customers to come
but customers won’t come until there are enough farpresent and so there has to be
an initial leap of faith. However, a farmers’ marketild also be developed as a hub for
local food where it could serve as a pick-up point for @B#grams, online farm store
orders, and restaurant deliveries.

Almost a third (31%) expressed an interest in combining greducts with other farms
to meet large-scale demands. Another third (31%) expressiderest in selling their
products to a wholesaler (ideally cooperative) that waakeé tare of all the marketing
and distribution, allowing the farmer to focus on growiddnese two groups did not
overlap very much (4 of 13), indicating there is one groupvitats to take care of all
the coordination themselves and another group that wahentbit all over. However,
most of the growers interested in selling to a wholesadee also interested in selling
either through a CSA or a farmers’ market (8 of 13) sppkars that most growers are
interested in keeping at least a portion of theirafisales.

Almost a third (29%) expressed an interest in setting gpperative CSA and an
additional two farms (5%) expressed an interest imngetip a CSA for their own farms.
This is a project that could easily be addressed with i slookshop.

2.8 Conclusions About Grower Interests

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. The trend seems to be for farmers toesddales channels but keep their
old sales channels, carefully balancing the potentiad askl benefits of each channel to
maximize their profits.
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Most of the growers surveyed are interested in exparadidghey project significant
expansion (doubling acres farmed and employees working darthgif marketing and
distribution channels are put in place. The main oketdo expansion are insufficient
storage, inadequate post-harvest handling set-up, lackpépequipment, concerns that
it takes too much time and expense to access new makdtspncerns with red tape
(contracts, insurance) in new markets. Access talileliand affordable farm labor is
another issue that was mentioned and is likely to beew&e more of a challenge as
farms expand.

Growers are primarily interested in direct sales tesamers but most of those surveyed
would like to expand to also sell to small retailers dvmlia half are interested in
potentially selling to wholesalers or institutions. Thggest 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.

Growers are also interested in accessing a cooperabwelgd storage facility, although

it appears a central facility would not address aliagje needs. Many farmers expressed
a need for post-harvest handling, which would likely inelgtbrage facilities on the farm
such as a cooler to take the field heat out of freshiyelsted lettuce. Other storage
needs such as root crop storage or long-term storagezehfiproducts could be
addressed with a centralized facility. Further studiesiaeded to develop clear
recommendations about storage facilities.
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Section 3: Assessment of Buyer Interest

3.1 Distribution Channels

There are many different ways that farmers caniselfjoods they produce. We divided
the options into four main categories — sales dirgotlyonsumers, sales to small retailers,
sales to large retailers/institutions, and sales to waleless Most of the growers who
work with the Local Growers Guild are focused on disadés to consumers and about
half sell a portion of their products to small retailef$ere is some interest in wholesale
or institutional sales.

As part of this study, we surveyed retailers, institutians| wholesalers to understand
demand. We also looked back at customer surveys condui¢tediBloomington Winter
Farmers’ Market in 2008 to get a feel for consumer demaniddal food. Demand
seems to be high in every target market and appearsmareasing every year on both a
national and a regional level.

3.2 Direct Sales

Although this project did not include a formal evaluatioriod consumer demand,
interest in local food is clearly increasing in Soutnttal Indiana. Several new farmers’
markets have been created over the last few yearsr{@wounty Farmers’ Market in
2007, Indianapolis Downtown Winter Farmers’ Market in 2008rtisville Farmers’
Market in 2009, Eastern Greene County Farmers’ Market in 2009 existing markets
continue to expand (Bloomington Winter Farmers’ Marketihaseased every year,
Bloomington Community Farmers’ Market has expanded botinimber of weeks of
operation and number of vendors, Orleans Farmers’ Madsstontinued to expand).

Some of the more successful farmers’ markets havareeatcreasingly competitive.

As markets become more competitive, farmers ofteraseduction in the volume of
product they can sell unless they lower prices or thixkehananagement limits the
number of farm vendors for each product to reduce competitGrowers who are well-
established at the market can often maintain their peaod their sales volume based on
a loyal customer base and a high level of quality. &lees, it is increasingly difficult for
new farmers and market gardeners to establish a niche atdre successful markets.
Many farmers have responded to this challenge by pursuingatttemarkets either in
direct sales to consumers or in sales to small eetail

Several growers have started Community Supported Agricyl@84) programs where
consumers purchase a subscription or share of a fynie the season and receive a
weekly delivery of product throughout the growing seasore ntmber of CSAs
amongst LGG members has increased dramatically frolmh ei008 to twelve in 2009
with sizes ranging from ten to one hundred shares per @@Asumer interest in CSA
programs also appears high although more education is ne€ded.ocal Growers

Guild conducted a CSA event at the 2009 Bloomington Wirdemers’ Market and
estimates that 25% of customers who picked up a brochurgomesh that they had heard
of CSA programs but did not know what they were priohtodvent.
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In 2008, the Local Growers Guild surveyed customers alth@mington Winter
Farmers’ Market. Keeping in mind that the survey targptsple who have already
shown a strong interest in local food, there waslgleéademand for more products and
more varieties as well as a willingness to pay extrdoically grown food. Half of those
surveyed said that they spend between $10 and $20 a weekvattdremarket and 65%
said they would spend more money if there were a widmtyat selection.

As consumers become more interested in local foog,dfeate an increased interest
from the restaurants and grocery stores they patramszegll as opening the doors for
local food boutiques and other businesses focusing oryiagaivn food.

3.3 Small Retailers

About 50% of LGG member farms sell to small retailprgparily restaurants and small
grocery stores. Some of the best examples are nwhiqars who are able to supply
restaurants and groceries with a consistent quantitgaalty of meat year-round. They
have the ability to store frozen meat for long period&me as opposed to produce,
which must be sold within a short time frame befokeegins to deteriorate. However,
there are certainly examples of local produce growershakie developed successful
market relationships with restaurants and groceriesll@sexcellent communication
and willingness to deliver.

Growers who work with small retailers understand that prices are lower than what
they could get at the market. However, growers doneha spend time staffing a
market booth and they know up front how much they will ble &0 sell. Long-time
growers have become really efficient at growing cerii@ms in larger quantities, and so
they can sell to a small retailer and still make aceptable profit. Some of them will
also sell a portion of their produce at a farmers’ madkehrough a CSA to round out
their sales with a small volume at higher prices.

Based on informal surveys, small retailers statedtkiat biggest challenge in working
with local growers is finding the quantity and quality ofgwot they need on a consistent
basis. Often they need more than one farmer can sapgigy become frustrated when
a farmer can supply enough one week but not the nexte Betailers strongly prefer
contracting with growers to provide a particular craptighout the growing season.
Others (often chefs) prefer to work with multiple grosvand take advantage of specialty
products as they become available, often tailoring theinus to accommodate seasonal
delicacies and crop surpluses. All retailers said commumices essential and that
knowing what will be available in the future is crititalplanning. All the retailers
surveyed also stated their frustration with growers shmwv up unannounced with a load
of product to see if the seller might be interested.

For this study, we interviewed three Local Growers é&retailer members

(Bloomingfoods, Lost River Market and Deli, and FARM Biaiagton) and referred
back to informal interviews held with another five retainembers in 2008 (Upland
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Brewery, Trulli Flatbread (now Finch’s), Nick’'s, One VWEnterprises, and Limestone
Grille). We also spoke with Farm Fresh Delivery, ambayrocery delivery service
featuring local food that was profiled in the model sattiThere are many other
potential markets in the small retailer category tate not captured in this study
including caterers, fraternities, sororities, and snwbsls or daycare centers. These
businesses are worth pursuing in the future, especialhfrastructure is developed that
makes it easier for food purchasers to order local food.

Bloomingfoods

Bloomingfoods is a cooperative grocery in Bloomington veithexceptional reputation
for working with local growers. Local food has been agag of their mission for many
years and is included in all three of its retail stor¥ge interviewed Jerome Gust, the
produce manager for the East store, to find out how rBilogfoods works with local
growers and what they see as potential for future growth

At the beginning of each season, Bloomingfoods meetils growers and enters into
written agreements for the year. They are not cotgraut they are agreements stating
that both parties agree on certain quality requirementsaertain price range as well as
establishing a target production volume. Most of the gresweho work with
Bloomingfoods have grown for them for years, and séwgmaw for Bloomingfoods
almost exclusively. Bloomingfoods has a strong preferémcerganically grown and
tries to source from certified organic farms wheneversipes They do require
documentation for organic certification but do not haveepotertification or insurance
requirements for growers.

Sometimes problems can arise when a grower ends u@mwithduct that is of less than
premium quality. In that case Bloomingfoods can't gefor as high of a price, and
needs to reduce its purchasing price with the growers. Anathmmon scenario is a
grower having a larger-than-expected harvest. Bloomingfaedstdo work with them if
possible to take on additional produce at a lower price atehtly direct it to the deli
department to be incorporated in soups, sandwiches, or ottrrgis. On the other side
of the spectrum, sometimes the harvest is smaller ékpected. If Jerome knows about
it a few days in advance, he can order missing quanfibes a distributor (order 2-3
days in advance), or a back-up local grower.

The key is having a lot of communication with regular gneat@roughout the season.
Jerome relies on growers to call him at a certain tewery week to confirm their
upcoming delivery, quantity, and quality. This allows theesto maintain a consistent
supply of fresh produce for its customers.

Growers are expected to wash and package their food appetprieBloomingfoods
provides containers, and bags, clamshell containerssatacthe growers as well as clear
instructions on what packaging method is preferred. Growleliver their produce
between one or three times a week and get a check witheela
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Occasionally, Jerome will buy products from growers wdaonot have an agreement
with Bloomingfoods, generally in the case of a speci@ktyn that they don't carry
regularly. However, they prefer not to have growbmsup unannounced with produce
for a number of reasons. For starters, Jerome dbnerders food three days in advance
from distributors so often he already has a delisatyeduled and can't accept even a
high quality local item. Bloomingfoods has also had unfwmate experiences with
growers who bring in leftover produce that is not in gshdpe (wilted), is not properly
washed, or is not properly packaged. Growers that haveagreement with
Bloomingfoods know how to prepare, clean, bundle and packiaiggs the way
Bloomingfoods needs them. They also understand the riamme of consistency,
reliability, and high quality.

Jerome is very enthusiastic about supporting local growdrebls there is not a whole

lot more capacity at Bloomingfoods for selling local praglud@hey have steady suppliers
lined up for the most popular easy-to-grow items so tlseo@ly room for some specialty
niche crops, which would be in small quantities. He suggést local growers, if they

wanted to sell more, would have to go through wholesalersomeone would have to be
a broker and help growers to get into new markets, dtker grocery stores (chains),
Indiana University, etc.

Lost River Market and Deli

Lost River Market and Deli is a cooperative groceryaolR Indiana that opened just a
couple years ago. Their business model is similar torBilegfoods and they are also
very dedicated to purchasing from local growers.

They have a very informal relationship with their supglithat focuses on building a
relationship without any contracts or written agreemeniithey do talk with some
growers in late winter to do some planning for the sedson. They have found it to be
fairly effective but did miss out on some crops likesterries that apparently ended up
being sold elsewhere. Quantities and prices are fathlidhen the product arrives in the
store. Surplus can be routed through the deli in soupsadéamksor sent out as hog feed.

Farmers are expected to wash, package, and deliver thdugso The co-op prefers to
pay on thirty days credit but will occasionally pay cashldemand. They work with a lot
of Amish farms and try to be flexible.

Some farmers will just show up with products, especiaibhe products like cherries.
They are still trying to get farmers to only come in wha produce manager is working.
Sometimes they will buy from the farmers who showatighe door but they prefer
advance planning.

At this time they are trying to streamline their supglieer a small, dedicated group and to
identify what products sell most successfully. (Theindy supplier now sells

exclusively to them while their egg provider went back thingeat the farmers’ market
because the store was not moving enough eggs.) They biblgvare doing a great job
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marketing local products but that customer demand is noghshkithey would like to
see and therefore they don't anticipate much expansitmsaime.

Farm Fresh Delivery

Farm Fresh Delivery is a home grocery delivery serviceided on natural, fresh, and
organic foods. Subscribers sign up for a starting “baskgttoduce that operates like a
CSA program except customers can customize their bagkst week and can also add
in a variety of grocery items.

Owner Matt Ewer coordinates with local growers at beginning of each growing
season to give them a rough idea of what he can buy tihem. There are no fixed
contracts, or seasonal contracts; agreements are lpazeel on mutual trust. Growers
report to him weekly as they approach harvest and letkimoww what will likely be
available. Matt gives them a rough idea of what he naadsthen confirms the exact
amount after people have customized their bins.

Farm Fresh has a lot of flexibility to accommodatetfiations in produce as they can
change what is in the basic CSA bin and can offer iteitis limited quantities through
the grocery section. This makes it easy for themdrk with farms of varied production
levels. They are currently expanding into the Cincinaida and are always interested in
identifying more growers who can provide organic or naturallygrproducts to either
that market or their Indianapolis market.

FARMBIoomington

Chef Daniel Orr opened FARM Restaurant in Bloomington justea ago with a focus
on local food. There are many restaurants in Bloommgttat support local growers but
his is one of the newest and certainly has the most sgjgeemarketing strategy with
loads of information about local growers on its webamd menu. He and his staff have
worked hard to identify local suppliers and have succeedednging in a long list of
local products.

He says they still struggle some to find good sources off fppoduce. We suggested the
idea of an online website where farmers could post whathtéiee available and chefs
could place orders but he did not think that was very ajpgeaHe said his dream would
be to work with a local food broker who could call oaceeek and let him know what
was available and what was about to be ripe in the fi€ldss would allow the restaurant
to update its menu every week and order accordingly. ldatsaould also be very
useful if the local food broker could help piece togetteiveries from multiple farms to
meet quantity needs. He does not mind receiving multipligeries but needs to make
sure he has enough quantities to serve at the restaurant.

Other Restaurants

The director of the Local Growers Guild interviewed thefs and managers of LGG
retail members last summer about their local food @ses to determine what was
working and where improvements could be made. There weeead common themes.
They were all very enthusiastic about the growers Haaxe been working with and really
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appreciate having good relationships with farmers. In gemaest seems to be easier to
deal with than produce, most likely because it candmefr and stored indefinitely so it

is easier to plan quantities. Produce is more challengiteyms of consistency, quantity,
and price. Most retail members of the Local Grov@ugd have a few specialty
produce items that they purchase from local growersd saig, tomatoes, sometimes
squash or potatoes) and the rest comes from distribusangeral retailers stated that they
don't feel they can justify paying higher prices for locadurce across the board because
their margins are already thin. Others said it wagitoe consuming to contact multiple
farmers to find what they need. Seasonality wasals@ajor issue; some restaurants
enjoy changing their menus regularly but most want fier @it least a core menu year-
round and one common item is a basic salad. During pedkgiron months, some

local chefs visits the farmers’ market in order to capeavith weekly specials.

3.4 Large retailers and institutions

Only a handful of local growers reported that theytseihstitutions but there has been a
fair amount of interest from local institutions, pautarly universities. Universities and
schools are very appealing target markets due to theiastzéheir connection with
youth (and thus ability to educate the younger generatiorthéutare also very
challenging to work with due to liability concerns, budgatstraints, bureaucracy, and
the fact that the school season and prime productiGosemly overlap slightly.
Indiana University (the Residential Programs & Servigession) is very interested in
purchasing local food and in 2008 purchased all their applesApmte Works in
Trafalgar, Indiana. Monroe County Community Schoalg@oation would like to pilot a
farm-to-cafeteria program and is very excited about wgrkvith the Local Growers
Guild but also concerned about how to make the programtieéfe Bloomington
Hospital is also interested in trying out a pilot progiard tying it into nutrition
education efforts at the hospital. It will likely talidew years of baby steps before
institutional sales are fully developed but it is exgtio see the programs develop.

Other institutions that might be interested in sourar@glly grown food include the
cafeteria at Cook Pharmica, nursing homes in the areardé Hospital, Meadows
Hospital, as well as other regional school systenmspitals, and corporate cafeterias.
These potential buyers should be investigated more thoroaglfrastructure is
developed.

Indiana University

Indiana University is the largest employer in Monraaifty and its 40,000 students
nearly double the population of Bloomington when schoml gession. The university
began a formalized push for sustainability in 2006 with tkat@n of a Sustainability
Task Force. This year they hired a Sustainability Dareand continue to work on ways
to improve the university’s environmental footprint, includingradiag the way food is
purchased.

There are two major food providers on campus. The Resdl®rograms and Services
Division (RPS) provides food through all the dormitoryetafias as well as the “C-
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Store” convenience marts located in several of the dores. Sydexo is contracted to
provide food in the Student Union (one food court, the Ttmm formal dining, and
catered events) as well as the cafeteria in the Maiary.

RPS has been studying how to incorporate more localifdodheir cafeterias as well as
improving recycling efforts and waste reduction. U studessica Colaluca wrote a
report in 2008 about a pilot program that helped get locallyig@pples into RPS. This
year, student Malaney Varaljay wrote an excellenopgis of how the RPS purchasing
system works and how growers can sell to the univergty Appendix 3).

The process is somewhat intimidating but is fairlyightdorward. A local grower who
would like to sell their produce to IU must first be coatea as an official vendor by the
IU Purchasing Department. The farmer must fill outeadbr Information Packet (VIP)
which includes a W-9 tax form, a general vendor informaftom and an optional direct
deposit form. The farmer must also provide proof of instea $1,000,000 worker’s
compensation, $1,000,000 general liability, and $1,000,000 autonmusilance.

Once a farmer has been approved by the IU Office of Rakagement, they are
established as an individual vendor and will be added tRE& bid list. The bidding
process occurs on a weekly basis and requires thatinhég/ vendor distribute their
produce to IU three times a week, on Monday, Wednesdayratad/F

IU operates on a low bid system but they do have theyataliist a local product as a
specific line item — e.g. “Indiana tomatoes” rathentit@matoes” — in order to give
preference to a local producer. They could potentiafygtightly higher prices for local
products but would have to be able to justify the costrdiffee to an auditor.

Although IU is willing to contract individual vendorsgihfeel it would be more

practical for an individual farmer to sell to IU througlvholesale distribution warehouse,
such as Troyer’'s Beasley, RPS’s current distributoa, farmers’ coop. This would
eliminate the need for each farm to submit a VIP padketaaquire additional insurance
because the distributor would be acting as the venélioother advantage would be that
the distributor would be in a better position to mowe ghoduct to an alternate market if
they were not selected during the 1U bidding process. @ftien is discussed further
below in the wholesaler section.)

Some growers have pursued becoming individual vendors tépidle Works Orchard

of Trafalgar, Indiana completed the VIP and other rengyaperwork and was
approved by IU Purchasing and therefore became a cowtnzmeor to the University in
2008. RPS purchased nearly all of their apples from tbad ieendor, making 2008 —
2009 school year the first successful year where the medfaone food item was totally
satisfied by a local producer. However, another locakgrpOlde Lane Orchard, went
through the process of being approved as a vendor but tisenewar selected as the low
bid. This was particularly frustrating since they acquadditional insurance that they
do not use for any of their other markets, a potentialfosgrowers.
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Monroe County Community School Corporation

Sara Tedeschi, regional coordinator of the National Far8chool Network, came to
Bloomington in March to present on farm-to-school prograifhere are not very many
programs operating in Indiana but she had heard a Intes€st in the Bloomington area
and so came down at the invitation of Bloomingfoods an#éespma room full of food
service workers, parents, farmers, and interested cortyrmaaimbers. As a result of that
presentation, Hattie Johnson, the director of MonroenGoCommunity School
Corporation (MCCSC) started talking with Maggie Sullivire director of the Local
Growers Guild, about getting locally grown food into caffits.

MCCSC is very interested in the concept but is coremkabout food safety and about
finding sufficient quantities of food at affordable paceSchool budgets for food are
very tight and tied into a commodity ordering systerhe federal reimbursement rate is
$2.68 per school lunch for free lunches, which includesrlédnly about $1.08 per meal
is used to purchase ingredients). Reimbursement for redeoeéitdunches is $2.28 and
reimbursement for students who pay full price is $0.26. BC® given a yearly USDA
commodities budget of $200,000 for the system (14 elementhopks, 3 middle schools,
4 high schools). Commodity ordering happens in the sprinthéofollowing school year.
Schools get to order what they want from a commodigesut the USDA buys food by
the truckload so there is often rounding of orders thesing a school might get
something they did not request instead of something tlieseduest because of the way
the trucks were filled. The school gets to control roeommodity is processed but they
have to use a processor on the approved USDA list. xamepde would be to order
peanuts as a commodity but have them processed througlk&maad delivered as a
product like uncrustable sandwiches or jars of peanut buttieewise, they order

chicken as a commodity product and then specify how tlaey wprocessed (nuggets,
patties, diced, etc.) with details like what sort ofdamtent, what kind of breading is used,
and whether it's baked or fried.

Commodities account for about 50% of the food used hynve. The remainder is
purchased using a bid system. Non-produce foods are typiclyn a yearly contract
basis. Produce is bid on a weekly basis which meagstrechange their supplier from
week to week. They buy a fairly limited amount of fresbduce since kitchen staff time
is limited and they can’t spend a lot of time washing@rtting. Fresh produce is
generally limited to use in salads and on the make-a-sutersandwich line. Hot
vegetable side dishes are usually made from canned onfvegetables. Last year they
also had a special salad bar program in Fairview Elemyeasgpart of a grant from
Hidden Valley (salad dressing company). The salad bar progihcontinue at
Fairview (without the grant) and a salad/potato bar weillplemented at Clear Creek
Elementary.

MCCSC initially talked with their food distributors (Gomle and B&B Foods) to see if
they work with local growers and if they can say whocltheir products were locally
grown but their distributors said they were not ablbis Tear (2009-2010) they have
decided to work with Piazza Produce, who makes an eff@ducce local products

Local Growers Guild Distribution Report July 2009 Page 50 of 71



(within a 200 mile radius) and clearly identifies thosedpicts in the order guides.
However, local produce will likely be only a small port of total orders. A lot of the
supply issue is a result of living in the Midwest whezleo®ls are not in session during
peak growing seasons.

MCCSC and LGG also discussed the idea of finding a prcater to supply some of
their food needs directly but the quantities requestethalhe large. The elementary
schools each have between 400 and 500 students.

One suggestion was to start with a small pilot pragedtempleton Elementary, which
received a grant for 2009-2010 to launch a Fruit and Vegetabl& Bnagram. The
grant will pay for each student to receive a servingwofdor vegetables 2-3 times per
week during the school year. It seems unlikely thatgvoever could supply all the
snacks but it might be possible for a grower to providevasfeacks during the year,
particularly of items like melons or apples.

At the time of this report, the LGG was still lookingy fa grower or two who would be
willing to provide food for the snack program. They asoattill talking with MCCSC
about other possible pilot programs, as well as othgs W schools could promote
local food and local farmers. Many farm-to-school nmogats start outside the cafeteria
by having growers come in to give presentations or having $pastsmg events or
bringing in general educational signage. MCCSC is ent$titsizbout the idea of doing
some sort of program, particularly if it can tie itbeir goal of nutrition education.

Bloomington Hospital

Randy Sparrow, director of the Bloomington Hospital F&@rvices, made headlines last
year by introducing a “green” initiative to reduce the ani@invaste generated from
take-out containers at the hospital. The hospitalsmatched from traditional Styrofoam
containers to corn-based biodegradable containers. Sagbyisihe switch actually
ended up saving them money since they were able to negotiapeid@s for the high
volume of products they use.

He and his staff were very receptive when the LGG appezhthem about introducing
locally grown food to the hospital cafeteria. Theyéia large cafeteria that serves meals
to staff, patients, and visitors at the hospital. Taleg have a large nutrition education
mission and were very interested in the idea of inm@tmng local food but were
concerned about being able to source sufficient quansigesonal variations, and the
complexity of working with multiple farmers.

However, they also had concerns about food safetyandered what sort of assurance
would be provided that produce from local farmers was safeckean. They were
surprised to learn that there are very few legal req@nesnfor the sale of uncut produce
and that many small farms do not carry insurance orrgoigh any food safety training.
Another issue that arose was a concern that the minghdepartment might not want to
create accounts for each individual farmer and wouldeptefwork through one entity,
perhaps the Local Growers Guild.
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At the initial meeting, the LGG suggested that it mightbbst to start with a pilot
program and they discussed the idea of a “local fruitiapehat could happen a few
times a month and highlight a seasonal, locally grawit ér even vegetable. They were
excited about the idea of educating the public as well asgdang a high quality product
for diners. The LGG also anticipates working furthé&hwhe hospital to help develop
clear guidelines for farmers that would assuage conedamst food safety and liability.

3.5 Wholesalers

Wholesale distributors are the traditional “middlem#rédt connect farmers with
restaurants, groceries, and institutions. As discusstgkisection on models,
wholesalers do a lot of the work for the farmer (storagggketing, sales, and delivery)
but offer a relatively low price and require a large wadu Wholesale distributors also
generally require a fair amount of “red tape” — safe hagaertifications, insurance, etc.
They also often set a high standard for the unifornfifyroduce — large uniform sizes,
consistent coloring, no blemishes — and require farmenssh and pack their produce
following the distributor’s guidelines.

Most distributors work with mid-sized to large farms althoagtihe interest in local food
has increased, they are reaching out to any farms thaitarested. New values-driven
distributors are popping up to focus on the local food reetietraditional distributors are
coming up with new approaches to the local food marketrt@ $ke needs of their
clients.

Piazza Produce

Piazza Produce is a foodservice provider based in Indiasapatiserves Indiana and
surrounding states. They already work with a numbenexfium-scale to large-scale
farms in Indiana and have seen a definite interdstcaidly grown from many of their
customers. They are planning to launch a division thisdded “FRESHWORKS” that
will assist local food producers with the distributidrtteeir products throughout the
Midwest.

Piazza Produce was founded in 1970 by Pete Piazza and his Raethe In the last ten
years they have acquired several other produce busineskgsng Indianapolis Fruit
Company. They focus on providing fruit, vegetables, daidyflomal products with
Piazza Produce handling food service distribution and desafibution done out of the
Indianapolis Fruit (Indy Fruit) facility.

Representatives from Piazza met with the staff elibcal Growers Guild in an effort to
recruit new suppliers. They are very interested ifdng relationships and are more
than happy to provide detailed information about pricingatwhey expect from growers,
and how the process works. They are very comfortablehing growers how to sort,
wash, and package produce and where to acquire appropriateipgckaghe future,

the LGG plans to work with Piazza to develop a moredtingh understanding of all their
requirements (insurance, product sizing, cooling, etc.) usaghformation provided by
IU student Malaney Varaljay about Beasley Produce agdein

Local Growers Guild Distribution Report July 2009 Page 52 of 71



Beasley/Troyer

Beasley Produce (now owned by Troyer) is another nfiagat distributor in the area that
is interested in marketing more locally grown food.ey are the preferred food service
vendor of Indiana University, a local institution witlstaong interest in acquiring more
locally grown and processed foods.

Beasley Produce recently hired a new produce manager,eBiitbB, who is very
interested in building relationships with local growe@owers are asked to come in to
talk with Bill and to fill out a New Vendor Item Sheetcredit report, and sign the
Produce Agricultural Commodities Act (PACA). They atsquire farmers to strictly
abide by the health regulations of the distribution wawek and be able to trace every
item of produce sent to the warehouse to its roots. Bt n&ses, a traceability program
will be set up and the farmer will also have to paksalth and inspection process.

Produce would need to be pre-cooled and delivered to the waeelwdhi 24 hours of
being picked in order to retain freshness. The produce woeitdbe stored and cooled
at the warehouse until distributed within approximately 3ddyts arrival. If a farmer
does not have an onsite cooling facility, it may poseoalpm with regard to certain
products. The coolers at the warehouse are meant tindestgeratures and not to take
out field heat. Therefore, to bring freshly harvesiszuct which is of high temperature,
into the warehouse, would only raise cooler temperataesing the equipment to work
harder and expend more energy while also possibly causiagtaation in temperature
of other refrigerated items located in the same alteaould therefore be ideal for a
farmer to have some method of cooling their product, évers a refrigerated vehicle.
This way, the shelf life and nutritional value of thequrat will not be compromised.

There are a few possible exceptions to this rule tho®ge:-cooled produce is preferred
in the interest of food safety, but Troyer would bdimgl to discuss on an individual
basis, particular items that would not need to be preedoélor example, if a farmer is
offering tomatoes, peaches, nectarines or plums, theldwot be required to be pre-
cooled because they need to be ripe for consumptiarduBts such as corn, lettuce and
other highly perishable items would need to be pre-coalstlaihd foremost to promote
extended shelf life but to also prevent the growth and dgrkeontaminants and food
borne diseases.

A farmer may establish a straight price and an “a@ad” price with the distributor, at
the beginning of each season for each commodity.examnple, a farmer may set the
standard price of 20 dollars for a 25 Ib. case of tomatdls means that the farmer’s
price will not change by the week; he will ask a stath@® dollars for the entire season.
The “act of God” price is one that is established endase of a huge loss that is out of
the control of the farmer. For example, if thexaiflood or other natural disaster that
ruins half of the farmer’s crop, the distributor walty, say 30 dollars per case for the
salvaged amount of product.

The other option for pricing would be on a by-win baksafarmer wanted to supply an
institution like 1U that operates on a bid system. Trener would offer a weekly
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bidding price to Beasley, which Beasley would mark up and bid.tdflthe bid wins for
that week, the farmer delivers their produce to the warshto be distributed and
receives the price they offered for that week. If theyrot win for IU and are not on the
bid list for any of Beasley’s other clients, the farmeuld not deliver their produce to
the warehouse that week. These prices will typidaglynore competitive as they are not
set as a standard in the beginning of the season, wdgohiras for price fluctuations.

Bloomingfoods Greengrocer Project

George Huntington, the general manager at Bloomingfoods, rbesntly been
investigating the idea of setting up Bloomingfoods as a brfokarestaurant sales since
they already have a lot of experience working with llagawers and they have some
infrastructure for short-term storage and delivery. &hera large walk-in-cooler at the
downtown Bloomingfoods store that could potentially bedfarmed into a greengrocer-
type set up where chefs could come to check out the pr@shacerder what they needed.
Surplus would be sold to consumers or perhaps institutigtiis flexible menus. This
project is still in the very early planning stages but ctveldanother wholesale option for
growers.

Bloomingfoods has an excellent reputation for workinghwocal growers and would

likely be willing to work with growers who have relativedynall quantities as compared
to the needs of a general wholesale distributor. Tbggrwould also be appealing to
chefs who could browse the actual products before buying@md purchase products
from multiple farms without having to coordinate with nplé farmers.

3.6 Conclusion of Buyer Interests

Demand for local food is increasing at all levels. ldoer, some areas of the direct sales
and retail markets are becoming crowded such as the Bigtoni Community Farmers’
Market and core local product sales to Bloomingfoods. @rsweed to become more
creative in their marketing approaches, develop communicatid delivery systems to
meet the needs of each market channel, and find ways kotegether to offer consistent
guantity and quality to retailers, institutions, and whalers.

We were particularly encouraged by the strong inter@stishiby major institutions and
local wholesale distributors such as Indiana Universignroe County Community
School Corporation, Bloomington Hospital, Piazza Predaad Beasely Produce.
However, a lot of the retailers, institutions, and \esalers who are interested in local
food want a more streamlined approach to ordering food eastt better information
about which growers are looking for markets and what prodieyshave available.
Many retailers and institutions are accustomed to workinig witolesale distributors
and need help setting protocols and developing systems faingavith local growers.
These protocols would cover insurance requirements, catitfn requirements or
programs to ensure safe food handling practices, expettaif how produce should be
washed and packed; guidelines on how to manage invoices andmgayand strategies
for how to accommodate the seasonality of local preduc
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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 distoinutbuld also be improved by
some sort of system to match growers with buyersciald be as simple as a guide with
a list of farmers and their products by season or asvied@s a website where growers
could post their available products on a daily or week$ysband businesses could place
orders.

It's also important to keep in mind that not every growiinmant to work with every
market channel. Wholesale distributors and institutiormmarticular can be unappealing
to growers who are concerned about dealing with the “geel’ @& insurance, food safety
certifications, and bidding processes or who simply atenterested in producing the
qguantity and uniformity of product that is requested at treeghat is offered. At the
same time, it's important for growers to understand tbegss so that they can make
well-advised decisions rather than running away from tlgeyiman of red tape.
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Section 4: Resources in Our Community

4.1 Local Food Stakeholders

One could argue that everyone has a stake in the tmmdleconomy since everyone eats
food. However, there are clearly some individuals agdmzations that are more
invested in the local food system than others. The gmoup of potential stakeholders
we identified includes farmers, potential buyers (e.gatgants, cafeterias, groceries)
and community organizations interested in agriculturahecoc development (e.qg.
Chamber of Commerce, Small Business Development Center)

Farmers

The Local Growers Guild has about 60 grower members agersignificantly in size,
type of product, and growing style but who are all intexc# direct marketing to
consumers. Most LGG members sell at least a poofidineir products in the
Bloomington area but as the Guild grows, some new memaberf®cused on other areas
of central and southern Indiana.

There are also a number of growers who sell in Blagioin but are not members of the
Local Growers Guild. The Bloomington Community Farméfarket maintains a
database of approximately 200 growers who sell or have ssqut@n interest in selling
at the market. Retailer members of the Local Grovrid also report buying products
from farms who are not members of the Guild but whovarg active in the local food
movement.

Additionally, there are a number of farmers in Manemd surrounding counties who
focus on growing commodity agricultural products (cornpsays, beef, pork, hay).
These farmers generally do not sell their products tourness and have not traditionally
been interested in the Local Growers Guild or itsqutsi. However, there are increasing
opportunities for the two groups to work together — traditidarmers growing organic
feed for local organic meat producers, traditional farmensing land or equipment to
new small-scale local food producers, both groups of farstering storage space, joint
educational projects such as farm tours or children’s syetd. Some traditional
farmers are also starting to become interestedennalte growing and marketing
methods for their products.

These traditional commodity farmers were not survegefart of this feasibility study
but should be included in future work to understand existing tnfretsire and potential
for crop expansion. The Local Growers Guild has beerkiwg to establish a
relationship with traditional farmers by meeting witle focal Farm Bureau chapter,
forwarding information through Purdue Extension newslett@nd by communicating
with the local Soil and Water Management Districtalorepresentatives for the federal
Natural Resources Conservation Services program, ariddiama State Department of
Agriculture.
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Potential Buyers

Potential buyers can be divided into four categories —uwoess, retailers, institutions,
and wholesalers. This list of potential buyers inclutlesmajor farmers’ markets within
100 miles of Bloomington, retail stores that are membgtise Local Growers Guild,
institutions who are currently talking with the Local@ers Guild about local food
purchasing, and wholesalers who have expressed an intebesting from local farmers.
There are undoubtedly many other retailers in Southr@dntliana beyond this short list
who work with local growers but the retailers listedehleave been dedicated supporters

of the local food movement.

Table 4. Current and Potential Outlets for Local Food

Name Category Status
Bloomington Community Farmers' Market Consumer Connection | Current
Bloomington Winter Farmers' Market Consumer Connection | Current
Monroe County Growers Farmers’ Market Consumer Connection | Current
Musgrave Orchard December Farmers’ Market | Consumer Connection | Current
Community Farmers’ Market of Owen County | Consumer Connection | Current
Bean Blossom Farmers’ Market Consumer Connection | Current
Nashville Village Market Consumer Connection | Current
Bedford Farmers’ Market Consumer Connection | Current
Orange County Home Grown Farmers’ Market | Consumer Connection | Current
Valley Farmers’ Market Consumer Connection | Current
Martinsville Farmers’ Market Consumer Connection | Current
Mooresville Farmers’ Market Consumer Connection | Current
Traders’ Point Creamery Green Market (Summejrfconsumer Connection | Current
Traders’ Point Creamery Green Market (Winter)| Consumer Connection | Current
Carmel Farmers’ Market Consumer Connection | Current
Broad Ripple Farmers’ Market Consumer Connection | Current
Indianapolis Winter Farmers’ Market Consumer Connection | Current
Binford Farmers’ Market Consumer Connection | Current
Indianapolis City Market Consumer Connection | Current
Bloomingfoods Retailer (grocery) Current
Lost River Market and Deli Retailer (grocery) Current
Farm Fresh Delivery Retailer (grocery) Current
Roots on the Square Retailer (restaurant) Current
Limestone Grille Retailer (restaurant) Current
FARMbloomington Retailer (restaurant) Current
Laughing Planet Retailer (restaurant) Current
Sahara Mart Retailer (restaurant) Current
One World Enterprises Retailer (restaurant) Current
Oliver Winery Retailer (restaurant) Current
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(Table 4 continued — Current and Potential Outlets for Loal Food)

Name Category Status
Finch's Brasserie Retailer (restaurant) Current
Bloomington Bagel Co. Retailer (restaurant) Current
Upland Brewing Company Retailer (restaurant) Current
Nick's English Hut Retailer (restaurant) Current
Monroe County School Corporation Institution Future
Indiana University RPS Institution Current
Bloomington Hospital Institution Future
Piazza Produce Wholesale Distributor Current
Beasley/Troyer Wholesale Distributor | Future

Organizations

There are many organizations in the Bloomington ardaatieaconnected to food either

formally or informally. Here is a brief

overview sedtby each organization’s primary

connection to the local food movement, although manynizgdons serve multiple
purposes. As an example, Mother Hubbard’s Cupboard plynaaorks to reduce hunger
through the operation of its food pantry but it also pravgi@rdening lessons, cooking
classes, and nutrition education to both its clients laadéneral public as part of its
greater mission to help everyone access healthy foesisf Likewise, Purdue Extension
is an invaluable resource for farmers but also provides pobireach and education.

Table 5. Organizations Interested in Local Food

Organization

Interest

Economic Development

Bloomington Economic Development
Corporation

promote economic development

Monroe County Economic Developme|
Corporation

npromote economic development

Chamber of Commerce

promote economic development

SEED Corp

support small business development through loan fund

Small Business Development Center

support small business development through mentoring

Bloomington Kitchen Incubator

support/create small food businesses

Local Government

Bloomington City Council

various city sustainability initiatives

Monroe County Council

various county sustainability initiatives

Bloomington Commission on
Sustainability

promote sustainable living

Bloomington Peak Oil Task Force

promote sustainable living

Indiana University Office of

Sustainability

promote sustainable living
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(Table 5 continued — Organizations |

nterested in Local Food)

Organization

Interest

Research

Indiana University — Food
Anthropology Program

research food and society

Indiana University — Service Learning
Programs

connect students with real-world projects

Agricultural Support

Purdue Extension

educate public about agriculture, gardening, more

Natural Resources Conservation
Association (USDA)

support farmers and resource conservation

Indiana State Department of Agricultu

resupport farmers

Monroe County Soil & Water District

support farmers and resource conservation

Hoosier Hills RC&D

support conservation efforts

Farm Bureau

support and network farmers

Advocacy, Education, Promotion

Hilltop Garden

provide gardening education

People's University (Bloomington Parkgrovide educational programming in community

& Rec)

Slow Food (Bloomington, 1U)

promote local food, slow food

Bloomington Independent Restaurant
Association

market local restaurants

Food Security Group

lobby for increased food security

Students for Sustainable Food

improve sustainability of food production

SPROUTS

campus gardening and composting

Community Gardens (Bloomington
Parks & Rec)

provide gardening space for public

Center for Sustainable Living

promote sustainable living

Green Business Alliance

promote recycling, composting, energy conservation at
business level

Going Local

promote local farms and local food through internet blog

Feeding the Hungry, Food Rescue,
Educating Low Income Communities

Hoosier Hills Food Bank

feed the hungry, gleaning program, Plant-A-Row

Mother Hubbard’s Cupboard

feed the hungry, provide garden/nutrition education

Middle Way Food Works

nutritious food for day cares, senior centers; partner with
BKI on commercial kitchen
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4.2 Facilities for Storage, Distribution, Processing

One of the early ideas suggested for improving local foodHdisibn was the creation of
a centralized warehouse facility. The initial idea Wwased on the Grasshopper
Distribution model of a storage warehouse and a collectidrucks to deliver locally
grown food. Then a few meat producers mentioned a edeézer space, a need that
was also voiced by the Bloomington Kitchen Incubatanticipation of new frozen food
businesses being created. A few other growers mentibaed tentral facility with
washing, sorting, and packing equipment could allow farneecsnbine their produce to
meet the needs of large institutions. There has &sn Biscussion of finding a
permanent home for the Bloomington Winter Farmerstikda With this in mind, we
conducted a brief examination of available facilitiethm Bloomington area.

Buildings

= Melton’s Orchard consists of a small retail stoesjesal large walk-in-coolers, a
warehouse set up for packing and sorting, a small kitdtarcould be brought
up to code for food processing, and an assortment oefigezolers, prep tables,
and packing equipment. It could be used as a distributmehsuse and local
food boutique. (The feasibility of this project waslag#ed by business students
at Indiana State University and is included as AppendixT#g facility became
available in 2008 but has since been rented to a group runais@ ifarm store.

= The former Hoosier Hills Food Bank facility consistsaavarehouse with a
couple of offices carved out, an unfurnished kitchen, a-madlooler, and space
for a walk-in freezer. The building could very easilydufitted for a storage
facility. It is located northwest of downtown Bloomiogt Part of the building is
available for rent although it would require sharing speitie a recycling
operation and there could be potential conflicts betVieet storage and
unwashed bottles and cans.

= The former Marsh store on south Walnut Street caneifsapproximately 22,000
square feet of retail space. Great potential for hgstn indoor farmers’ market
and a distribution center and many other activitieantling were available.

= The former Antique Mall directly across from the suenrfarmers’ market is in a
great location to provide a year-round farmers’ marketsatiirently slated to be
converted into shared office space by its owners, CFC.

= The Caldwell Center, where the LGG and the Bloomingtibchién Incubator
(BKI) have their offices, has two empty offices tlauld potentially be adapted
for storage. This building is conveniently located aglji¢o the Middle Way
kitchen that will be used by the Bloomington Kitchen Iraetiob. The landlord is
open to the possibility of renting additional space toeeigroup to install walk-in
coolers, freezers, or shelves for dry storage.

= The former Beds Today store located next to the Caldegiter is currently
listed for sale at $299,000 for 2,000 square feet. It alscased adjacent to the
Middle Way kitchen.

=  Warehouse space is available all around Bloomingtonprities varying widely
based on location. One challenge is that most wasghspace is available only
in very large pieces (e.g. thousands of square feet).
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= There are several houses located in commercialastn Bloomington that are
relatively inexpensive and could potentially be remodeleal small retail spaces
with a washing/cooling/storage area in the back.

Cooler and Freezer Space

Coolers seem to be well-used in this community and ofseotinere’s always the risk that
an open door or a power failure could put everyone’s prodiicisk, which can make
businesses reluctant to share cooler or freezer spacethdhusers.

= The Middle Way kitchen under construction on Washingtimees just south of
Third Street will include a large walk-in cooler and a wasktagion designed for
farmers and clients of the Bloomington Kitchen Incub&owrash and cool
produce. Prices have yet to be determined; the kitchseatheduled to open in
January 2010.

= Melton’s Orchard has several walk-in coolers thathhlge available from the
currant tenants of the facility.

= William Harriman will have a cooler and packing shed sehupe near future
near his farm, five miles north of Spencer. He maglie to rent out space to
other farmers.

= The Chocolate Moose, a local ice cream shop on Watne¢t3ust north of
Second Street, also runs a packaged ice business and avglftdezer space
available.

= There are a few large food distribution warehousest@fset/U.S. Food Services
on Curry Pike) that appear to be unoccupied due to companieisirstpror
declaring bankruptcy. It's hard to say if these facilisgh have freezers and
coolers or if the equipment was removed and sold atoawicti

= Indiana University has a number of older outdoor walkeezers and coolers
that might be sold within the next couple of yearshasuniversity develops better
facilities. Several of the food service managers whewensulted during this
project mentioned that coolers and freezers can beuiféxpensive to maintain
so it might be preferable to lease a unit that has\ace contract.

= Bloomington Restaurant Supply rented out some freezer spaclecal grower
this year but appears to have filled all their capacity.

= Some growers have purchased failed coolers at auctiona@ditied them to use
a simple air conditioning unit to keep produce at about 4%edeqgtlt is not as
effective as an actual cooler or refrigerator but@amainly be used to take the
field heat out of vegetables and store them for a few.day

= One World Enterprises is considering expanding its opesatad would
consider putting in cooler space for members of the L@Goavers Guild.

= Bloomingfoods is considering constructing a commissagchkit and would
consider putting in cooler or freezer space for membettseofocal Growers
Guild.

Root Cellar Space

One of the biggest demands from farmers was for roa@rcgdlace to store winter crops.
Farmers have reported storing their winter squash and petatdriends’ basements for
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lack of better facilities. We were not able to idgnéiny obvious root cellar
opportunities out there but this could be a potential busiopportunity — or perhaps a
great way to get community members involved who have éssament space!

Food Processing

The Bloomington Kitchen Incubator is a new nonprofganization that spun off the
Local Growers Guild. Its goal is to encourage thet@eaf new local food businesses,
including assisting farmers who want to produce value-added pragtisas tomato
sauce or pesto or pies from their farm products. The@#¥ides business support and
also helps its members get access to commerciakkisctor processing. They intend to
mainly use the new kitchen at Middle Way House thaurrently under construction.
They are also investigating alternate commercial kitstibat might be available for rent
in restaurants, schools, fraternities, churches, etc.

Growers or food producers further south can work at theddaditchen Incubator in
Madison, Indiana which is a well-established incubatdood businesses with very nice
kitchen and warehouse facilities. There is alsorangercial kitchen in Columbus,
Indiana owned by Max Lemley that has been rentedoofatrners making value-added
products.

It is very challenging to outsource food processing emall scale but there are some
facilities being developed around the state. In Bloomindgddiman Farm (a local
producer of jams, jellies, and other products) offergdichcontract canning during the
slow winter season, which makes it less accessibledal farmers interested in
capturing their surplus summer products.

Legislation recently passed (HB1309) that allows the hproduction of foods that are
not potentially hazardous if they are only sold at fasm@markets or farm stands. “Safe”
products include most baked goods, most candies, dried fagttables, frozen
fruits/vegetables, and certain high acid fruit-based jamdgellies. This makes it
possible for farmers to create value-added products indhairkitchens to sell at
farmers’ markets but they would still need to work in difted commercial kitchen if
they wanted to sell through other avenues (e.g. to restimuor groceries or at special
events like fairs).

Trucks/Delivery

Many farmers have asked about the possibility of backhaa$regway to distribute local
food at minimal expense. Backhauling is the process ofisigigmods in what would
otherwise be an empty truck returning after a deliveryero®iazza Produce said they
were open to the idea of backhauling farm products fraiBington to Indianapolis if
it were convenient to their delivery route. They and oitielesalers definitely make an
effort to design efficient routes for both delivering gquicking up products. More
investigation is needed to identify possible matches betfaeeers and the existing
delivery routes of distributors.
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4.3 Online Resources

There are also many resources for farmers who wagmbtnote or sell their products
using the Internet.
=  www.localgrowers.org the Local Growers Guild website currently profildsoél
its member farms and retailers to promote their oaratnd products. The
LGG would like to expand its website to allow members to tgtheir profiles
seasonally and to make it possible to search for spgediducts.
=  www.farmersnetwork.org the Local Growers Guild is getting ready to launch a
website that was developed by the Southern Indiana Ruvaldpment Group to
help farmers network with each other more effectivéle site will include
profiles of all the member farms as well as forumgmgHfarmers can exchange
information and buyers can post requests for products.
= http://in.marketmaker.uiuc.eduthe Indiana Market Maker website allows
farmers and buyers to set up profiles describing their tpesaand also has
forums where buyers can request specific products.sitpported by Purdue
University and the Indiana State Department of Agnicelt
=  www.localharvest.org this website allows farmers and food producers anywhere
in the country to create a free profile about theirapen. For a fee, users can
set up a web store on the site to sell products, acceptgmayhrough Paypal, and
deliver products through the mail. The site has grown tndmesly in popularity
and is often used by consumers seeking specialty prosluthisas duck eggs.
=  www.locallygrown.net- this website allows any group of farmers to set ugla w
store for a charge of 3% of gross sales. The sitertmtesccept electronic
payment and is generally designed for farmers to market pgoditbin their
own communities and to assign local food pick-up points.
=  www.farmsreach.org this website is not yet available beyond the Sandiseo
area but the developers hope to bring the technologyh&r otgions. Farmers
upload pictures of their products along with price and quaintibymation so that
chefs can place orders and coordinate pick up. The welostehave some
ability to accept payment.
= AgoraCart is an open source software program that carekpensively
purchased to set up a web store on an existing website
=  OSCommerce is an open source software program thaecaexpensively
purchased to set up a web store on an existing website
= Many members of the Local Growers Guild already rair thwwn web stores with
various levels of sophistication and might be willinglt@re information on how
to get started
0 www.seldomseenfarm.com
0 www.seedsandsuch.com
o http://store.howardfamilyenterprise.com/
o http://www.capriolegoatcheese.com/
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4.4 Resources Summary

The Bloomington community is extremely supportive of lcgtown food and there are
many farmers, food purchasers, organizations, and comymainbers that are
interested in supporting the local food economy. ThelGcowers Guild has been very
successful strengthening connections between everyarested in local food although
there are certainly opportunities for more education attdboyation. Locally grown
food plays an important role in community sustainabilityadl three levels — economic
strength, environmental protection, and community enhanteme

In terms of physical infrastructure, there are a nurobeossibilities for storage and
distribution projects but very little that is currendlyailable. The most exciting project
in the works is the creation of the Bloomington Kitechacubator. This nonprofit group
will help farmers and other entrepreneurs develop valdeéfood products using the
certified commercial kitchen currently under construtby Middle Way House. The
new kitchen facility will include some cooler space andarea for washing and packing
produce. However, it appears that more infrastructure nedmsdeveloped in the area,
particularly freezer space and root cellar space.

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 both
the retailers and the farmers by sharing resources:e Hne also opportunities for
farmers to share space with each other, as proposedll@am\Harriman.

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.
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Section 5: Conclusions and Recommendations

5.1 Conclusions
The most important insights from this study are ads\ed:

Farmers are interested in expansionBased on survey responses, 83% of the growers
surveyed are interested in expanding. More than haltiseydare “expanding at a rate
that [they] feel comfortable with” and about 29% of gnewers surveyed are having
trouble expanding at a rate they would like. Howevegnawany of the growers who are
expanding at a comfortable rate do also report obsteckgansion, indicating that they
could even expand at a faster rate if those obstauldd be overcome.

There is a need for better post-harvest handling and storagedilities. The two
obstacles mentioned by more than half the growers insuéficient storage space (58%)
and not being set up for post-harvest handling (53%). ellvese also listed as issues of
concern by retailers and institutions that require wastwted, packed, and often cooled
products and who do not have much storage room of their own.

Farmers want to sell through multiple channels. The majority of growers surveyed

are either interested in all three sales channeisatdio consumer, sales to retailers, sales
to wholesalers) or in sales to customers and retdildgreot wholesalers. Growers seem
to be focused on adding new channels rather than tcamsdgi out of one channel and

into the next. Most farmers understandably preferctisales to customers, because they
provide much higher margins of profit.

There is a need for support of all marketing approachesGrowers can be successful
using any of the marketing channels (consumers, retailtasesalers) or any
combination thereof. The key is understanding how tketaffectively to the different
groups. There are a lot of techniques that can be adaptedlifferent distribution
models to make farmers successful in whatever markepimgpach they take.

Direct sales to consumers can be expanded by modifying traihal approaches.
Several of the models we studied offer examples of lsowake farmers’ markets, CSAs,
and farm stands more effective. This includes using asteeb to pre-sell produce,
customizable CSA programs, CSA programs partnered with lodsiiar businesses,
winter farmers’ market, and online sales with a cempick-up point. Most of these
models are low-cost to implement and can be scaledi® appropriate to each grower
or group of growers.

Most growers surveyed are not yet set up for sales to wholesed and institutions.

We found that many of the prerequisites for farmers tmeoct with wholesalers and
institutions are currently not in place on the sidéhefgrowers (facilities for post harvest
handling, insurance and inspection requirements, volumeags, cooling,
transportation).
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Many institutions are not yet set up to work with local grovers. The student who put
together the “Seller’s Guide to Indiana University” fowghet had to jump through many
hoops just to find out what 1U’s food purchasing requiremesst®. Other institutions
such as the Monroe County Community School Corporatewverit even figured out
their protocols.

Many of the most successful distribution businesses apgivately owned by non-
farmers. Farmers often don’t have the time or skills to uralexta large distribution
operation but a lot of locally grown food is moved thropghkately owned companies
such as Farm Fresh Delivery in Indianapolis, Local Cnopleveland, and
Bloomingfoods in Bloomington. Success in this case imééfas being financially
sustainable (independent of grant money) and able to hamdherease in local
production.

Many successful farmer-run businesses depend on voluetesupport. This is
especially true of the farmer cooperative models like dgsnCounty Growers and the
Clean Food Network.

Direct, trusting relationships between buyers and growersre crucial. Strong
relationships between buyers and growers and clearlystode expectations of
reliability and commitment are key to all the successfotlels. Mutual trust and
excellent communication is essential regardlesseattual model adopted. Any effort
to significantly increase local food distribution will me® be based on the development
of such relationships.

5.2 Recommendations

Based on these insights, we concluded that the LocavésoGuild needs to support
growers in distributing local food through all four markgtchannels- direct to
consumers, sales to small retailers, sales tdutistis, and sales to wholesalers. Each
market requires a slightly different approach but albfela common theme — educate
farmers in marketing, put infrastructure in place wheetlad, educate buyers, leverage
existing resources and technology.

For sales beyond the consumer level, the LGG sholpdgnewers improve their
marketing skills, develop basic infrastructure on the fammd, understand requirements
of retailers, institutions, and wholesalers. Theesrmt yet enough growers ready to sell
at the wholesale level to justify the creation @baperative distribution center.
However, there is clearly a need for storage both orofintle farm. There are
upcoming opportunities to partner with expanding retailerbaoesstorage space and
efforts should be made to identify other potential shai@@ge options. More detailed
information about storage needs must be developed lbiesG takes on the expense
of constructing a facility. The example of Jennings @ptarmers shows the
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importance of building capacity for projects with largepact by starting small and then
gradually building up from there.

For the large number of growers interested in dirdesséhe following improvements
should be explored:

1. Educate farmers about all the direct-to-consumer digtoib options available —
farmers markets, farm stands, CSA programs, and onbnesst

2. Expand on those models and try variations: for examplaeostore orders being
delivered at the farmers’ market, CSA programs thapareered with a church
community, home delivery of products, etc.

3. Encourage season extension techniques and expand crop shoikitggsfto
increase availability of produce in the winter and sprihgis is one area where
Bloomingfoods said they could use more local produce arldasaaconstant
customer request at the Bloomington Winter Farmers’ Marke

4. Assist local growers in using surplus products more e¥elgti- connect with

local processors, train growers to make value-added prodsetgnline stores to

move surplus product, etc.

Share existing cooler and storage space owned by other insstut

Encourage individual growers to invest in storage/coolinditiasi and to look

for opportunities to share those facilities in a decemédlway.

7. Develop farm stands attached to places where peopparg anyway (like farm
stand in MCL Cafeteria parking lot).

8. Develop additional farmers’ markets in underserved atad@a University) or
at times that complement existing markets (mid-weekiemin

9. Make farmers’ markets into local food hubs where thezealso online order
pick-ups, CSA pick-ups, and even restaurant pick-ups.

10.Develop a network of sites than can be used as drop-otsgomCSA/online
ordering.

11.Create opportunities for farmers’ markets or farm stavitre the farmers can
drop off food to be sold by others, rather than stayrsgtaff the booth.

oo

For growers interested in selling to restaurants and otheters, the following
improvements should be explored:
1. Educate farmers about the expectations of retailersigtency, communication,
washing, packing, sometimes contracts).
2. Educate retailers about how to work effectively with gnresreommunication,
clear expectations, adapting to production seasonality).
3. Connect more small growers with local restaurants|l greceries, caterers, local
food processors, etc.
4. Work with Bloomingfoods as they develop their “greengrocencept of
marketing local produce to restaurants.
5. Research options for creating an online system to cbignewers and buyers.

With regard to those growers who want to pursue wholesdléaeger institutions, we

recommend a small step approach at this point: help gsdeed their produce into
existing wholesale channels.
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1. Educate institutions and wholesalers about how to waitk v¢al growers and
how to set clear expectations (insurance requiremgnisg, packaging, etc.).

2. Conduct workshops for growers that explain how to sdlUtor Beasley or
MCCSC or whoever, until it is well understood by a logadwers.

3. Develop written documents for growers explaining howelbte each institution
or wholesaler.

4. Develop written documents for businesses explaining lbosotrce food from
local farmers.

5. Explore and encourage opportunities for growers to poal pneduce to achieve
larger volume.

6. Continue to study the feasibility of creating additioc@bler and freezer space for
growers. This could be owned by the LGG or could be ownexdmgaller group
of farmers. Any extra space could be rented to other ggowe

In order to implement these projects, we recommenddailocal food brokefor at

least one year who will make connections between bayetgrowers. Any approach to
increasing local production must take into account the ithgial circumstances of
different growers in order to maximize their growth ptitdn At the same time, it is
essential to understand the needs of buyers in ordeiltbsbrong relationships.
Therefore, the local food broker will focus initially assessing both groups and then
move on to connect growers with buyers, educate bdds sibout expectations and
agreements, offer workshops for growers on marketing tret topics, support the
development of needed infrastructure, and document all iatiwmin references that
can be used by growers and buyers in South Centrahdiad beyond.

Interview individual farmers and buyers to assess their neds and interests
Interviewing farmers and food purchasers is an importahbpauilding relationships
between farmers and buyers — understanding the needthgidties. Presumably, as
the information is gathered there will be situationsnetieis easy to connect a farmer
with a buyer, whether the buyer is a caterer, &uoeant, an institution, or a cooperative
CSA venture. After six months of making connectiohs,food broker should have a
very deep understanding of the local food system andenthere are opportunities on
either side. The first step is gaining a better understgrad the needs and interests of
farmers and potential buyers. The food broker shaald By interviewing each farmer
member of the Local Growers Guild and consider reachingpautery food producer
within a 100-mile radius of Bloomington, if possible. Basedvork from this study,
nearly every farmer has a slightly different mankgtapproach and is facing different
obstacles to expansion. It's important to understandebds of each grower even if the
LGG can'’t provide assistance in every situation.

At the same time, the food broker should reach oubtenpial buyers, starting first with
retailer members of the Local Growers Guild, then iastihs and wholesalers who have
expressed an interest in local food, and then reaching ole larger market of potential
buyers. There are clearly institutions that arer@steed in purchasing local food but
haven't figured out how to integrate local food into thrmal routine. Challenges
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include adding farmers to their purchasing system and detagmrhat they will require
to ensure food safety.

Connect farmers with buyers when there is a good matchUnderstanding farmers’
needs and interests will also make it easier to adrfaemers with each other to embark
on joint projects such as cooperative CSA programsedlaelivery routes, or renting
surplus storage. In the future it might make sensehéotocal Growers Guild to create
shared storage facilities but a faster option would béhfofarmers with the most need to
work with each other right now.

Connect farmers with each other when there are opportuniés to combine efforts to
improve storage and transportation. Several good examples have already emerged
from this study such as William Harriman offering t@shcooler space near his farm
and Dave Fischer taking the initiative to market and dehieneighbor’s produce along
with his meat. There may also be good opportunities fokhzauling either amongst
farmers or in partnership with wholesale distributors.

Develop written materials to assist both groups such as a #e&ls Guide for farmers
and a Buyer’s Guide for institutions and retailers. It's very important that the local
food broker develop written educational materials to pvesere information gathered
and to circulate it effectively. There have been woladlguides to selling local food
developed in other states, with one excellent exatvgiley Washington’s handbook of
regulations for direct farm marketing, also known asGheen Book. The local food
broker should build on existing publications to gather gem&fiaimation but should also
develop a Seller’s Guide for each major retailer, tustin, or wholesaler that has
expressed an interest in local food, similar to th&dler’'s Guide included as Appendix
3. On the other side, the local food broker should deeMfholesale Buyer’'s Guide for
retailers, institutions, and wholesalers that givegaxt information for each farm
interested in the wholesale market and a descriptiorhat products they have available.

Create a series of workshops to educate farmers about difiemt sales methods —
CSA programs, working with wholesalers, accepting web orderetc. Throughout
this process, the Local Growers Guild should offer &tsaof ongoing educational
workshops addressing the needs of growers that havelbean identified as part of
this study or are identified as part of the local foaakbr’s efforts. Potential workshop
ideas include:
* How to start a CSA for your farm (or group of farms)
o Variations include customizable CSA baskets, working witbféoe
building, winter CSA programs
* How to know if your farm should become Certified Orgamd &ow to become
certified
* The basics of institutional sales — insurance, Good Almi@l Practices (GAP),
contracts, bidding process, and more
* How to expand the growing season and find a market for yadrseason crops
* How to set up website sales for your farm to incredfsseason sales and to pre-
sell food for pick-up at the farmers’ market
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» A series of “Meet the Buyer” workshops where growensla interact with food
purchasers from various businesses and learn how thaysdeebs (including
packaging requirements, insurance/certification requinésneontracts)

0 Piazza Produce

Beasley’s Produce

Indiana University

Monroe County Community School Corporation

Bloomington Hospital

Farm Fresh Delivery

Each retailer member of the Local Growers Guild

Others

O O0OO0OO0OO0O0O0

Promote existing marketing channels.This would include the “Meet the Buyer”
workshops but also involve promoting different farmerstkats in the region,
particularly the Bloomington Winter Farmers’ Markés the Bloomingfoods
greengrocer project develops, it should also be promot&daldo important to keep
promoting LGG retailers and institutions and wholesaldrs are willing to work
directly with farmers.

Further investigate the possibilities of creating a web sterfor the Guild or setting
up cooperative processing and storage facilitied.ast but not least, the food broker
should do more research into the idea of developing ssaletsystem that would give
farmers another way to sell their products. It woul@ belatively low investment
project (as compared to a bricks-and-mortar institutiam)~ould still require ongoing
oversight. One idea would be to model the system B#tansreach.com which allows
farmers to create virtual “stalls” to sell their produtd restaurants. There are many
other variations available that could focus on restawgales, institutional sales, or sales
to the general public. Some systems collect paymemaighrthe web while others
require payment on delivery. More research is neededeontiae what would be most
appropriate for members of the Local Growers Guild.

Clearly, there is a lot of work to be done to impraweal food distribution but the Local
Growers Guild is in an excellent position to make impraents. There are many small
projects that can be implemented now, particularlgrms of providing education all
around — to growers, consumers, retailers, institutiamd ,wholesale distributors.
Another low cost short-term project is to help groweoskaconnect with each other to
overcome barriers such as limited storage and transparadbilities. Hiring a local food
broker would provide the staffing infrastructure to move foda@n all the projects
suggested and continue building up the local food supply. Afyear of work, the LGG
will be better positioned to launch infrastructure projscish as a web sales system, a
storage/processing warehouse, or a warehouse and delivaysystem.

Building a strong local food system is a long projedctibis also rewarding work and the
members of the Local Growers Guild are committed toimga&onstant improvements.
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Appendices

Appendix 1 — Grower Survey (March 2009)
Appendix 2 — Grower Survey Results
Appendix 3 — Seller’'s Guide to Indiana University Bloomington

Appendix 4 — Melton’s Orchard Distribution Center FeagjpReport

Resources/Further Reading

Chef's Collaborative Regional Food Infrastructure Rrb{®&lichigan, 2008)
http://www.chefscollaborative.org

Local Food, Farms, and Jobs: Growing the Illinois Ecapndllinois, 2009)
http://www.FoodFarmsJobs.org

“The Green Book.” The Handbook for Direct Marketingg$Mington State, 2006)
http://agr.wa.gov/Marketing/SmallFarm/greenbook.htm

Guide to Minimize Microbial Food Safety Hazards for FrEshits and Vegetables
(USDA, 1998 — “Good Agricultural Practices” and “Good Marmidizing Practices”)
http://www.fda.gov/downloads/Food/Guidance ComplianceRegulatiorynation/Guida
nceDocuments/ProduceandPlanProducts/UCM169112.pdf

Local Growers Guild Distribution Report July 2009 Page 71 of 71


http://www.chefscollaborative.org/
http://www.foodfarmsjobs.org/
http://agr.wa.gov/Marketing/SmallFarm/greenbook.htm
http://www.fda.gov/downloads/Food/GuidanceComplianceRegulatoryInformation/GuidanceDocuments/ProduceandPlanProducts/UCM169112.pdf

	Introduction
	Section 1: Case studies of models from other communities
	1.1 Direct Sales to Consumers
	1.1.1 Farmers’ Markets
	Bloomington Community Farmers’ Market (Bloomington, IN)
	Bloomington Winter Farmers’ Market (Bloomington, IN)

	1.1.2 Consumer Supported Agriculture (CSA)
	New Roots/Fresh Stop (Louisville, KY)
	Farm Fresh Delivery (Indianapolis, IN)

	1.1.3 Farm Stands/Stores
	Stout’s Melody Acres Farm Stand (Franklin, IN)
	Musgrave Orchard (Bloomington, IN)
	The Downtown Farm Stand – An Authentic Food Store (Muncie, IN)

	1.1.4 Internet Sales
	Seldom Seen Farm Winter Web Orders (Indianapolis, IN)
	Cooley Family Farm Web Orders (Lafayette, IN)
	Clean Food Network (Albertville, AL)


	1.2 Restaurant/Small Grocery Sales
	Farmsreach (San Francisco, CA)
	Fischer Farms (Jasper, IN)

	1.3 Institutional Sales
	Jennings County Growers (North Vernon, IN)

	1.4 Wholesalers/Distributors
	Grasshopper Distribution (Louisville, KY)
	Local Crop (Cleveland, OH)
	Stanz Foodservice/Notre Dame University (South Bend, IN)

	1.5 Conclusions about Distribution Models

	Section 2: Assessment of Grower Interest
	2.1 Methodology
	2.2 Current Sales Channels
	2.3 Future Sales Channels
	2.4 Interest in expansion
	2.5 Obstacles to Expansion
	2.6 Storage Needs of Growers
	2.7 Requested Marketing Assistance for Growers
	2.8 Conclusions About Grower Interests

	Section 3: Assessment of Buyer Interest
	3.1 Distribution Channels
	3.2  Direct Sales
	3.3 Small Retailers
	Bloomingfoods
	Lost River Market and Deli
	Farm Fresh Delivery
	FARMBloomington
	Other Restaurants

	3.4 Large retailers and institutions
	Indiana University
	Monroe County Community School Corporation
	Bloomington Hospital

	3.5 Wholesalers
	Piazza Produce
	Beasley/Troyer
	Bloomingfoods Greengrocer Project

	3.6 Conclusion of Buyer Interests

	Section 4: Resources in Our Community
	4.1 Local Food Stakeholders
	Farmers
	Potential Buyers
	Organizations

	4.2 Facilities for Storage, Distribution, Processing
	Buildings
	Cooler and Freezer Space
	Root Cellar Space
	Food Processing
	Trucks/Delivery

	4.3 Online Resources
	4.4 Resources Summary

	Section 5: Conclusions and Recommendations
	5.1 Conclusions
	5.2 Recommendations

	Appendices
	Resources/Further Reading

