
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


 
 

Journal of Food Distribution Research 
Volume 43, Issue 1 

 

 
 

March 2012                                                                                                                                                Volume 43, Issue 1 
 
 

27 

What is the New Version of Scale Efficient: 
A Values-Based Supply Chain Approach 

 
Allison Guntera, Dawn Thilamyb and Martha Sullinsc 

  
 aGraduate Student, Colorado State University 

allie.gunter@colostate.edu 
 

bProfessor, Colorado State University 
 

cSmall Farm Specialist, Colorado State University Extension 
 
 

 
Abstract 
 
Although the growth in direct markets suggests a significant jump in local food purchasing by 
households, direct marketing still only accounts for a small percentage of total food sales be-
cause conventional food supply chains account for the great majority of food dollars. Since these 
traditional outlets are often unable to integrate local products from small and mid-size producers, 
new opportunities have arisen for farmers to reach wholesale markets. But the economic question 
is whether these innovations can compete in terms of efficiency, since the transaction costs asso-
ciated with product distribution are likely to rise if new systems do not achieve scale economies. 
The goal of this study is to determine what scale would be needed for a local food distributor lo-
cated in Northern Colorado to be financially feasible. Since the mission of the distributor is to 
increase local food access for wholesale buyers and provide a market outlet for small and mid-
size producers; financial feasibility is a necessity but profit is not the primary goal. 
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Introduction 
 
In the United States, 99.2% of all food is purchased through traditional wholesale channels such 
as grocery stores, restaurants, and institutions (Martinez, et al., 2010). Due to the large volume 
and centralized purchasing of most wholesale food channels, the majority of the producers that 
supply these outlets are large, wholesale producers. While this type of supply chain provides a 
consistent supply of affordable products that are available to consumers year round, it provides 
little opportunity for small and mid-size growers, who often can provide less consistent volumes, 
to reach the wholesale market.  
 
There are emerging opportunities, however, and recently some consumers have begun to demand 
products that are often difficult for the traditional wholesale channels to provide. Specifically, 
increasing demand for source verified and locally produced foods appear to play a role in the 
significant growth in direct markets. Therefore, the small and mid-size farmers have partially 
addressed the barriers excluding them from wholesale markets through their willingness to de-
velop strategies that allow them to sell directly to the consumer. As evidence, the number of 
farmers’ markets across the country has increased by almost 250% since 1994 and, from 2009 to 
2010 alone they showed a 16% increase (Farmers Market Growth: 1994-2011, 2011). Moreover 
an online registry estimates the number of farms engaged in community supported agriculture 
(CSA) to be 4,401 (Local Harvest, 2011), a huge growth since CSAs were first recognized in the 
US in 1986 (Adam, 2006).  
 
On the supply side, from 2002 to 2007, the number of U.S. farms selling directly to consumers 
through farmers’ markets, roadside stands, and pick-your-own operations grew by 104.7% while 
the value of farm products sold directly to the consumer increased by 47.6% 2  
 
(Vogel & Low, 2010). The smaller increase in the value of farm products could be, in part, be-
cause many of those selling through direct markets were small farms with limited volumes.  
Although the growth in direct markets suggests a significant jump in local food purchasing by 
households, direct marketing still only accounts for a small percentage of total food sales. This 
very small share of local food sales can be partially attributed to supply chain constraints and the 
relatively limited product absorption capacity of direct markets. In addition, producers face limi-
tations in supplying more conventional wholesale channels in terms of providing consistent 
product supply and quality, as well as gaining assurance that their products will retain identity 
throughout the distribution channel. There are emerging opportunities for farmers interested in 
supplying wholesale markets, however but the economic question is whether these innovations 
can compete in terms of efficiency, since the transaction costs associated with product distribu-
tion are likely to rise if new systems do not achieve scale economies or allow for adoption of in-
vestments that may improve supply chain efficiencies.  
 
The goal of this paper is provide insight into how new, smaller scale distributors might compete 
with traditional distributors. Specifically, the goal is to determine what scale would be needed for 
a local food distributor located in Northern Colorado to be financially feasible. This distribution 
facility will be located on an existing farm but will operate as a separate marketing entity. The 
purpose of this arrangement is to use existing infrastructure to lower costs for a collaborative of 
producers who sell to the same school district in order to achieve better scale economies for each 
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of the individual farms. The overarching mission of the distributor is to increase wholesale buy-
ers’ access to locally produced foods and provide a market outlet for small and mid-size produc-
ers. Therefore, financial feasibility is a necessity but profit is not the primary goal. 3 
 
Previous Research 
 
The significant growth in the demand for local foods in recent years has translated into a growing 
body of research devoted to the topic. A wide variety of case studies of local and regional food 
systems highlight best practices for building small and mid-scale supply chain infrastructure, but 
there are few feasibility studies of financial viability. Instead of the analyses usually included in 
feasibility studies, the case study literature has focused on the structure and key indicators of 
success among small and mid-scale distributors, typically referred to as values-based supply 
chains. 
 
Feasibility Study  

Haddad, Nyquist, Record, and Slama (2011) conducted a feasibility study for a fruit and vegeta-
ble packing house in Illinois. “The primary determinant of feasibility is the commitment of suffi-
cient acreage to provide the necessary raw material for a packing house to operate profitably as 
an independent commercial business” (p. 7). Achieving scale economies and operating at capaci-
ty given capital investments appears to be an important indicator of success. This is an important 
consideration for the northern Colorado project presented in this paper. The study by Haddad et 
al. suggests that an 18,000 square foot facility would require about 1,200 acres to break even and 
have the capacity to sell 3.5 million cases per year at average price of $10 per case. 
 
Values-Based Supply Chains  

Entrepreneurs, producers, and others involved in small and mid-scale supply chains have adopted 
a model from the business community—values-based supply chains. These value chains fall on a 
continuum of size and profit margins that lies somewhere between the two primary agricultural 
models (niche, direct markets and high volume, commodity markets) and provide an 4 avenue 
for both small and mid-size farmers to access wholesale markets. Value chains focus more on 
distributional efficiency (fair returns to all stakeholders), rather than the scale efficiency that has 
dominated food distribution for the past 20 to 30 years. A few key aspects of value chains which 
differ from the typical supply chain are that: 1) all actors are seen as partners with each receiving 
a price above the cost of production cost; 2) the focus is typically on long-term relationships; 3) 
horizontal linkages are created to provide adequate volume; and 4) partnerships are created to 
utilize existing infrastructure and knowledge (Stevenson & Pirog, 2008). 
 
The infrastructure of value chains varies widely across organizations, from significant infrastruc-
ture and high fixed costs (similar to a traditional food distributor), to an organization owning no 
infrastructure and simply acting as a marketing agent. There are many examples throughout the 
value chain literature describing distributors that fall along this infrastructure spectrum. Three of 
these value chains are discussed here in order to inform what we learned about the potential 
business structures explored in the feasibility study.  
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La Montanita is a New Mexico retail store cooperative with a retail driven local food distributor 
under the co-op umbrella. The distribution arm operates much like a traditional distributor, own-
ing a warehouse with both dry storage and cold storage, and multiple trucks. They rely on reve-
nue from distribution, co-op membership dues, and grants to cover the costs of running the busi-
ness. In 2008, the distribution arm of co-op did not break-even, even in the face of a fairly high 
sales volume of $2.2 million (Gunter & Thilmany-McFadden, 2011). However, the broader or-
ganization was willing to support the early years of that center because of its role in developing a 
supply chain of values-based products for their retail stores.  
 
High Plains Food Co-op is a Colorado-based local food distributor located somewhere in the 
middle of the infrastructure spectrum. They focus on minimizing costs by utilizing existing 5  
infrastructure but, when necessary, they purchase and rent equipment. In 2009, High Plains had 
sales of $30,000 and its biggest challenge was in the acquisition of capital in order to facilitate 
growth (Gunter & Thilmany-McFadden, 2011). Red Tomato, a non-profit value chain in the 
Northeast that focuses on coordinating the supply chain and promotion and uses partnerships to 
provide its infrastructure needs. The business is financially feasible, both fixed and variable costs 
are covered by trading income, consulting fees, gifts and grants (Stevenson, 2009). 
 
Feasibility Study 
 
In Northern Colorado, local food distribution from small and mid-size farms to wholesale buyers 
has two forms: 1) producers marketing and delivering their own products to buyers, and 2) pro-
ducers selling their products through a new local foods aggregator and distributor. This business 
began operations in May, 2011 and is the first of its kind in the region. It sells all types of food 
products and is currently focused on servicing restaurant buyers, but their operations are growing 
quickly and they are looking to expand to new buyer accounts.  
 
In the region, restaurants and K-12 schools are the main wholesale buyers that have shown a 
strong commitment to purchase local foods from small local growers. Currently, farmers are dis-
tributing their own produce to schools but, due to the steady growth in that market, many groups 
are interested in the possibility of a local food distributor in the region that will focus on provid-
ing locally sourced produce to the schools and to other wholesale buyers. An existing farm in the 
region was identified as a potential location for a local food distributor. This farm is centrally 
located, has existing infrastructure including a structure for aggregation and distribution and a 
walk-in cooler, and the farm operators already have experience selling to wholesale customers 
including K-12 schools. 6  
 
The remainder of this paper will explore the necessary scale for several potential infrastructure 
investments that the farm-based local food distributor is considering. Based on previous research, 
three scenarios will be explored—each with a different level of upfront capital costs—to deter-
mine the breakeven sales requirements for each scenario. Scenario one is a distributor system 
with a high level of infrastructure which includes owning a refrigerated truck, employing a full 
time manager and purchasing a walk-in cooler. Scenario two is a distributor with some infra-
structure (vehicles and equipment), but more focused on minimizing capital investments to re-
duce costs. In the final scenario, the distributor acts solely as a marketing agent that uses the in-
frastructure belonging to the existing local foods distributor in the region.  
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Based on the size of the infrastructure and the current level of produce marketed by farmers to 
wholesale buyers in the region, the highest first year sales volume reasonably assumed is 
$70,000. The distributor would be operational 6 months per year, based on the climatic limits of 
Colorado’s growing season. Products will be delivered once a week for the first year, with an 
increase to two days and then three distribution days in the subsequent years, to keep up with the 
increase in sales. In terms of liability coverage, a $2 million liability insurance policy, necessary 
vehicle and employee insurance costs are included for all scenarios, except scenario three which 
assumes the insurance is held by a partner. 
  
Based on industry averages, a 15% markup will be assumed for all K-12 school sales, a 20% 
markup will be assumed for all other wholesale sales, and an 8% brokerage fee is assumed for 
the final scenario (where marketing costs are shared with a partner). Because the main focus of 
the distributor is K-12 schools, it is assumed that 90% of sales in year one will be to K-12 
schools, but this reliance with decline to 85% in year two, and 80% in year three. All remaining 
sales are assumed to be to other wholesale accounts such as restaurants and retailers. A very 7  
 
ambitious sales growth of 80% each year is assumed, but such growth is consistent with past 
sales growth (of the local food distributor located in the region) and the potential demand evalu-
ated in primary data analysis (Gunter, 2011). 
 
Scenario One Results 

In scenario one, the distributor will purchase a refrigerated 14-foot truck, a used walk-in cooler, 
and all necessary office equipment and supplies. All capital purchases are financed over time so 
that marketing cash flows can cover repayment on loans. A marketing manager and one employ-
ee will work full time for 6 months out of the year and a bookkeeper will work as a 0.10 FTE 
equivalent (given the relatively low workload)1. Table 1 shows the results of this scenario. Based 
on year one sales of $70,000, net income goes from (-$68,000) in year one to (-$49,000) by year 
three. By far the largest expense in this scenario is personnel, with an annual expense of $52,400. 
The second highest expense is $8,000 for insurance. 
  
1 Increased personnel are not assumed for future years based on the assumption that volunteer labor will be utilized, as is a com-
mon practice in food hubs (Barham, 2011).   
 
Scenario Two Results 

In scenario two, the goal is to own as little infrastructure as possible. The first version of this 
scenario included renting a refrigerated truck, utilizing existing walk-in cooler space and em-
ploying one full-time employee for 6 months. Renting a truck is less expensive in the first year 
when one delivery day per week is assumed, but in year two when there are two delivery days it 
becomes more expensive to rent than own. For this reason, a truck is purchased in scenario two 
rather than rented; but all other assumptions remain the same. 
 
Table 2 shows results for this scenario. Year one sales of $70,000 result in a net income of  
(-$25,000) in year one, negative (-$19,000) in year two, and negative (-$7,800) in year three. 8  
Personnel and insurance remain the two largest two expenses at $16,000 and $8,000,  
respectively. 
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Scenario Three Results 

In scenario three, the only expenses for the distributor is one full time employee for six months, a 
cell phone, and worker’s compensation insurance. The distributor will be acting as a broker with 
an assumed brokerage fee of 8%. Table 3 describes results from this scenario. Assuming year 
one sales of $70,000, net income in year one is (-$14,400), dropping to (-$10,700) in year two 
and (-$4,200) in year three.  
 
It should also be noted that the three scenarios imply different risk, since the investments in sce-
nario three are very “reversible.” In short, if sales increases are not realized, personnel can be 
scaled back and no other investments have been made. However, in scenarios one and two, there 
are some investments that may need to be sold at a loss (truck) or connected to an operation 
(cooler) to recoup original investment costs. 
 
 

Conclusion 
 
Historically, food distribution is a business characterized by small margins, which suggests effi-
ciency, but may have unintended implications. Traditional distributors rely on a combination of 
large volume and efficient use of infrastructure to remain profitable, so their models may not 
provide market access for small and mid-size food producers. Moreover, if investments in high 
quality, fresh produce are made by producers, it is hard to capture the premium buyers would pay 
through wholesale distributors, who are more concerned about volume than the needs of a par-
ticular niche of buyers (like schools and institutions who want to use local, fresh produce, meats 
and dairy). How can smaller scale distributors compete, when faced with same small margins? 
Although there is no one answer to this question, results from 9 this feasibility study provide in-
sight into three potential infrastructure investment/sales volume combinations that can be ana-
lyzed for financial feasibility.  
 
Breakeven sales requirements are dependent on the assumed growth rate and capital cost re-
quirements. In all scenarios, with an assumed growth rate of 80% and a scaling back of capital 
cost requirements in each scenario, the distributor will not breakeven in its first three years of 
business. As the infrastructure needs decrease in each scenario, net income becomes less nega-
tive and closer to breaking even; but the question then becomes (for scenario two) whether a fa-
cility with limited infrastructure can reasonably facilitate the increased sales in years two and 
three, and this seems unlikely. In scenario three, on the other hand, we do not rely on owning in-
frastructure and our constraints are tied more to investments that the partner distributor may be 
willing to make to expand and serve the producers.  
 
Utilizing existing infrastructure helps to lower fixed costs, but it also places a limitation on the 
volume that can reasonably be assumed to flow through a distributor. Even with the cost savings, 
the facility is not likely to breakeven in its first three years of operations because it cannot reach 
the necessary scale. But when some essential aspects of a value chain are integrated into the 
model, such as a partnership to utilize existing infrastructure, we begin to see a more feasible 
scenario.  
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The inability for the distributor to breakeven in any scenario is not uncommon. In a survey of 
local food distributors conducted by Jim Barham (2011) with the U.S. Department of Agricul-
ture, 60% of the food hubs surveyed received government funding to begin operations and 30% 
continue to receive government funding after operations have begun. It is very common for bur-
geoning regional food distributors to rely on grant or other donated funds/time to become estab-
lished in the early years before sufficient sales accounts can be established. 10  
 
The goal of the local food distributor in this study is to increase wholesale buyers’ access to lo-
cally produced foods (in particular the K-12 schools), and to provide a market outlet for small 
and mid-size producers who are otherwise overlooked by traditional wholesalers (who rely on 
large volumes, rather than specialized product offerings) for their core business model. How this 
goal is accomplished is not the main concern, except that jobs creation is a goal of any current 
community conversation. Based on the feasibility study results, the best way to accomplish our 
goal is to either partner with the local food distributor in the region and act as a market coordina-
tor (at least in the short run as sales volumes are established); or provide support for the current 
local food distributor in the region without creating a separate business. Perhaps support for that 
enterprise (through help in writing grants and establishing accounts), could earn vested organiza-
tions, school districts and producers a seat within a newly formed “Advisory Board” that guides 
some of the buying and pricing policies of the existing distributor. These initial numbers and dis-
cussion points are just a starting point, and meant to inform subsequent discussions of how to 
move forward on Farm to School and broader, regional food distribution efforts in Northern Col-
orado. 11  
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Table 
 
Table 1. Scenario One  Year 1   Year 2   Year 3  
Total Revenue   70,000  126,000  226,800  
Cost of goods sold   59,150  106,470  191,646  
Gross Margin    10,850  19,530  35,154  
Operating expenses   73,465  72,790  74,298  
Operating Income   (62,615)  (53,260)  (39,144)  
Non-operating expenses     3,641     3,193     2,709  
Net Income    (68,386)  (60,287)  (48,754) 
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	There are emerging opportunities, however, and recently some consumers have begun to demand products that are often difficult for the traditional wholesale channels to provide. Specifically, increasing demand for source verified and locally produced f...
	On the supply side, from 2002 to 2007, the number of U.S. farms selling directly to consumers through farmers’ markets, roadside stands, and pick-your-own operations grew by 104.7% while the value of farm products sold directly to the consumer increas...
	(Vogel & Low, 2010). The smaller increase in the value of farm products could be, in part, because many of those selling through direct markets were small farms with limited volumes.
	Although the growth in direct markets suggests a significant jump in local food purchasing by households, direct marketing still only accounts for a small percentage of total food sales. This very small share of local food sales can be partially attri...
	The goal of this paper is provide insight into how new, smaller scale distributors might compete with traditional distributors. Specifically, the goal is to determine what scale would be needed for a local food distributor located in Northern Colorado...
	Previous Research
	The significant growth in the demand for local foods in recent years has translated into a growing body of research devoted to the topic. A wide variety of case studies of local and regional food systems highlight best practices for building small and...
	Feasibility Study
	In Northern Colorado, local food distribution from small and mid-size farms to wholesale buyers has two forms: 1) producers marketing and delivering their own products to buyers, and 2) producers selling their products through a new local foods aggreg...
	In the region, restaurants and K-12 schools are the main wholesale buyers that have shown a strong commitment to purchase local foods from small local growers. Currently, farmers are distributing their own produce to schools but, due to the steady gro...
	The remainder of this paper will explore the necessary scale for several potential infrastructure investments that the farm-based local food distributor is considering. Based on previous research, three scenarios will be explored—each with a different...
	Based on the size of the infrastructure and the current level of produce marketed by farmers to wholesale buyers in the region, the highest first year sales volume reasonably assumed is $70,000. The distributor would be operational 6 months per year, ...
	Based on industry averages, a 15% markup will be assumed for all K-12 school sales, a 20% markup will be assumed for all other wholesale sales, and an 8% brokerage fee is assumed for the final scenario (where marketing costs are shared with a partner)...
	ambitious sales growth of 80% each year is assumed, but such growth is consistent with past sales growth (of the local food distributor located in the region) and the potential demand evaluated in primary data analysis (Gunter, 2011).
	Conclusion
	Historically, food distribution is a business characterized by small margins, which suggests efficiency, but may have unintended implications. Traditional distributors rely on a combination of large volume and efficient use of infrastructure to remain...
	Breakeven sales requirements are dependent on the assumed growth rate and capital cost requirements. In all scenarios, with an assumed growth rate of 80% and a scaling back of capital cost requirements in each scenario, the distributor will not breake...
	Utilizing existing infrastructure helps to lower fixed costs, but it also places a limitation on the volume that can reasonably be assumed to flow through a distributor. Even with the cost savings, the facility is not likely to breakeven in its first ...
	The inability for the distributor to breakeven in any scenario is not uncommon. In a survey of local food distributors conducted by Jim Barham (2011) with the U.S. Department of Agriculture, 60% of the food hubs surveyed received government funding to...
	The goal of the local food distributor in this study is to increase wholesale buyers’ access to locally produced foods (in particular the K-12 schools), and to provide a market outlet for small and mid-size producers who are otherwise overlooked by tr...
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	Introduction
	The international oilseeds trade sector exhibits relatively complex flows, as oilseeds can be processed to use as edible food products or crushed to produce vegetable oils and feed meals, providing multiple final uses in the food, feed and associated ...
	WORLD OILSEEDS PRODUCTION AND CONSUMPTION PATTERNS
	Production of the five major oilseeds crops rose from 159.4 million hectares (m ha) in 1996 to peak at 198.7 m ha in 2006 before declining to 192.8 m ha in 2007.  The United States (USA) has long been the leader in oilseeds production (USDA/FAS).  Chi...
	Oilseeds consumption includes two parts:  oilseed oils and oilseed meals. China is the world’s largest consumer of major oilseed oils, with its total oil consumption reaching 24.55 million tons and accounting for about 19% of total world consumption i...
	WORLD OILSEED EXPORTS/IMPORTS
	With the increased production and consumption noted, oilseeds and oilseeds products have become one of the largest sectors in international trade.  The amount of soybeans exported is the largest of the five major oilseed exports, increasing from 45.55...
	The USA has been the premier exporter of oilseeds over the past several years, followed by Brazil, Canada and Argentina. Despite substantial production growth in the past 25 years and recent gains in export volume, the USA share of global exports has ...
	GRAVITY MODELS, DATA AND SPECIFICATIONS
	Anderson (1979) first proposed and derived a gravity model by taking into account the effect of price.  Helpman (1987) applied the gravity model framework and gave it an alternative characterization on the role of size of different countries, and he t...
	McCallum (1995) estimated the gravity equation:
	(1)
	where   are exports from country i to country j;  and   are gross domestic production in country i and j;  is the distance between country i and j; and   is a dummy variable equal to one for interprovincial trade and zero for state-province trade.  Th...
	A second approach uses estimated border effects to measure price effects.  Anderson and van Wincoop (2003) found that estimated gravity models do not have a sound theoretical foundation, suffering from omitted variables bias and comparative statics an...
	Baier and Bergstrand (2009) suggest a method for “approximating” the Multiple Resistance (MR) terms based on theoretically approximating international trade-cost effects. Using a Taylor-series expansion, they reveal a relationship between income, trad...
	Trade value data on oilseeds for 2009 were obtained from United Nations Commodity Trade Statistics Database (UN comtrade)  http://comtrade.un.org/db/.  Standard International Trade Classification (SITC) continues to be used by many countries and organ...
	To compare the different specifications, we focus on trade patterns for a set of 22 countries for 2009. There are potentially 22*21=462 individual trade flows between the 22 countries of origin (exporters) and the 22 countries of destination (importer...
	Despite the rapid growth in world trade of oilseeds, barriers of physical distance, institutional frameworks, culture and economic policy still generate considerable costs to international trade (Anderson and van Wincoop, 2004). Gross Domestic Product...
	We specified five gravity model systems to estimate coefficients and compare the results, three of which we discuss here. First, we used a McCallum Gravity Equation proposed in 1995. According to our trade patterns, we revised this model and removed t...
	(2)
	The following gravity model specifications, proposed by Baier and Bergstrand (B-B models) in 2009, are used for comparison:
	(3)
	where,
	or
	In this gravity model specification, coefficient estimates for   and MRDIS, BORDER and MRBORDER are first restricted to have identical but oppositely signed coefficient values. For comparing among alternative gravity models, we estimated this equation...
	Results and Conclusions
	In this section, we discuss a McCallum model without a dummy variable term. Estimated coefficients of the McCallum model are presented in table 1.  The coefficient estimate of Geographical Distance (ln) in the McCallum model is -2.501.  All variables ...
	Next, we show results for the Baier and Bergstrand model with and without MR terms or restrictions in table 2.  The coefficient estimate of Geographical Distance (ln) for column of the first B-B gravity model without MR terms, ignoring multilateral re...
	The application of various specifications of previously used gravity models exhibit considerable differences in coefficient estimates. Without MRDIS and MRBORDER terms, our B-B model finds only one term of geographical distance has the expected sign a...
	Tables
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	Introduction
	A question most businesses frequently consider is how to best advertise and promote to their customers.  Traditional sources such as newspaper, television, and radio are still recognized as valuable outlets but with 79% of U.S. adults having Internet ...
	Conducting an Internet search to learn about demographics of social network users (Finn, 2011), how they currently use and would prefer to use the tools, and suggestions as to how businesses could best use the tools (Meister, 2001) reveals an abundant...
	With Facebook recognized as the a popular social network with “nearly one-sixth of the world’s population” using it (Estes, 2011), it would be prudent to not only learn how direct marketers could use Facebook to connect with clientele but how to encou...
	Questions that deserve investigation include what social networks consumers use when they want to learn about food products and brands and whether or not tools used differ from social networks they use when learning about other interests. By identifyi...
	Materials and Methods
	Data were collected through a 15 min Internet survey (14-17 May 2010) administered to 1210 consumers residing in five metropolitan areas in the mid-Atlantic U.S. region (Richmond, Baltimore, Philadelphia, Washington, D.C., and New York City).  Partici...
	Survey questions were pre-tested and administered to a sample of randomly selected 100 Survey Sampling International, LLC panelists.  Question topics focused on consumers’ use of non-traditional advertising and promotional strategies with emphasis on ...
	Statistical Analysis
	Data retrieved from the surveys were analyzed with SPSS (versions 18 and 19; SPSS, Chicago, IL).  To assess differences between responses segmented by demographic groups Pearson’s Chi Square and Phi and Cramer’s V tests were used for categorical and/o...
	Results
	Participant Demographics
	Most common responses to demographic questions were female (71.4%), a member of a two-adult household (47.1%), living in a household with no children (62.7%), were age 49 to 64 (35.6%) and 37 to 48 (25.3%) years, had either obtained some level of high...
	With the number of methods retailers could use to reach customers it is necessary to determine which one(s) clientele are most likely to access.  Of the 1210 participants, all respondents actively used at least one of the following social networking a...
	To understand attitudes and behaviors regarding electronic resources used to promote food items, participants were asked to indicate the types of on-line and social networking sites they found useful pertaining to fresh fruits and vegetables. Overall,...
	Data were further analyzed to detect differences in using these tools based on the number of fresh fruit and vegetables and value-added produce products participants consumed in an average day.  Even though a majority of participants indicated that th...
	Comparing traditional and non-traditional advertising and promotions allows retailers to determine the best mix for their business.  Responses were collected for a number of retailer outlet types (e.g. local winery, local grocery, supermarkets and gro...
	Significant differences were evident between those who consumed 1 to 2 servings of fresh fruits and vegetables and value-added produce products and those who consumed 3 or more.  Again, those who consumed 3 or more servings of fresh fruits and vegetab...
	Conclusion
	Selecting appropriate advertising and promotion tools and using them effectively is a must for small businesses.  With the number of options available, retailers may feel overwhelmed as to what methods will reach their target audience.  Data collected...
	Though significant differences were detected for data based on segmenting participants according to their consumption of fresh fruits and vegetables and value-added products these differences were not vastly different. Therefore strategies developed t...
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	Introduction
	The U.S. organic food industry expanded rapidly during the last several decades. The sales of organic food increased to $26.7 billion in 2010 from $1 billion in 1990, representing 4% of the total food sales. The annual growth rate of organic food sale...
	Consumer demand for organic milk is driven by various reasons including health and environment benefits and concerns over animal welfare (Liu et al. 2011).  In early years of the rapid expansion of the organic milk market, supply could not keep pace w...
	Such changes in the organic dairy market call for a timely analysis of consumer demand for organic fluid milk. Farmers continue to pursue better payoffs through producing organic milk, but their economic gains depend on consumer demand and the premium...
	Literature
	Growth of the organic fluid milk market prompted researchers’ interests on examining consumer valuation on organic milk. Some of the previous studies used consumer surveys and experiments to examine consumers’ stated preference over organic milk and f...
	A few studies attempted to study consumers’ revealed preferences using retail data (Glaser and Thompson 2000; Dhar and Foltz 2005; Alviola and Capps 2010; Chang et al. 2011). The results on response of organic milk demand to price were rather diverse,...
	Past studies using retail data were limited in several ways. First, most of these studies examined the early development stage of the organic milk market by using data before 2005 except for Chang et al. (2011). As the organic milk market matured, con...
	Research Methods
	The analysis used AC Nielsen’s national weekly scanner data from April 2008 to April 2010 (104 observations). Because the majority of organic milk is sold in half gallon (64 ounces) cartons, only the data for 64 ounces milk products were included in t...
	Over the sample period, organic milk continued to enjoy significant price premium over conventional milk (Table 2). Among organic milk, reduced fat milk averaged the highest price of $3.95 per half gallon and skim milk had the lowest price of $3.61 pe...
	An Almost Ideal Demand System (AIDS; Deaton and Muellbauer 1980) was specified to examine the demand for organic fluid milk. In the demand system, both organic milk and conventional milk were further decomposed into products with different fat content...
	,𝑊-𝑖𝑡.=,𝛼-𝑖.+,𝑗=1-𝑛-,𝛾-𝑖𝑗..𝑙𝑜𝑔,𝑃-𝑗𝑡.+,𝛽-𝑖.,log-,,,𝑋-𝑡.-,𝑃-𝑡....+,𝛿-𝑖.,𝑇-𝑖𝑡.+,𝜀-𝑖𝑡.    (1)
	𝑙𝑜𝑔,𝑃-𝑡.=,𝑗=1-𝑛-,𝑊-𝑗𝑡..𝑙𝑜𝑔,𝑃-𝑗𝑡.                                                    (2)
	Model Estimation and Results
	The above demand system was first differenced to account for autocorrelation. The homogeneity and symmetry conditions were imposed. The model was estimated by iterative seemingly unrelated regression. The expenditure and price elasticities were calcul...
	Table 3 presents the estimated expenditure elasticities. All expenditure elasticities are statistically significant at the 1% level. The expenditure elasticities of organic milk with different fat content were lower than those of their conventional co...
	The expenditure elasticities of conventional milk were around one and not statistically different from unity at the 5% significance level, which is consistent with previous studies (Glaser and Thompson 2000; Dhar and Foltz 2005; Chang et al. 2011).  A...
	The own price elasticities are presented in table 4 and were all statistically significant at the 1% level. As expected, the uncompensated own price elasticities were all larger in magnitude than the compensated elasticities. The compensated and uncom...
	The demand for all four types of organic milk was own-price sensitive; suggesting lowering the price of organic milk would likely lead to a greater increase in the quantity demanded of organic milk.  Among organic products, skim milk was the most sens...
	Comparing organic and conventional results by fat content, the compensated own-price elasticities of 1% and 2% milk were quite similar between organic and conventional counterparts, where both organic and conventional 1% and 2% milk were sensitive to ...
	Table 5 shows the compensated cross price elasticities, which reveal the net relationship among products in the system by excluding income effects.  Within the organic complex, skim and 2% milk were shown to be substitutes. A 1% increase in organic sk...
	With respect to the conventional milk complex, 1% milk was a substitute to 2% milk, skim milk, and whole milk. Conventional skim and 2% milk were also substitutes. The transmitting patterns among the above substitute pairs were asymmetric.  For instan...
	Estimation results also revealed substitutions between organic milk and conventional milk products differing in fat content. In general, substitution effects caused by price changes of conventional milk on the demand for organic milk (the upper right ...
	Conclusion and Discussion
	With the expansion of the organic food industry in the U.S., the demand for organic milk has been changing. This study used a recent data set to examine the nationwide demand for organic fluid milk by fat content.  The results suggested that, during t...
	Previous research showed that organic milk and conventional milk at the aggregated level were substitutes (Dhar and Foltz 2005; Alviola and Capps 2010). This study disaggregated milk into different fat levels and found organic milk and conventional mi...
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	Background
	Direct marketing to restaurants is becoming increasingly popular as chefs desire high quality, fresh foods to meet the demand of their more health conscious customers.  Data from a 2008 National Restaurant Association (NRA) survey showed that 89% of f...
	According to USDA/ERS statistics, restaurants account for more than 70% of total food away from home expenditures.   Food away from home expenditures increased from $388 billion to $594 billion for the period 2000 to 2010 (USDA/ERS 2011) signifying th...
	Previous studies provide local farmers information regarding necessary steps to take when approaching a restaurant with a marketing proposal (Pepinsky and Thilmany 2004; Food Processing Center 2003), while others provide information on restaurants’/ch...
	Data and Methods
	The data for this study was collected by surveying 747 independently owned restaurants in Alabama. Independently owned restaurants were chosen as survey participants particularly because previous studies showed that these are the restaurants that typi...
	Results
	Descriptive statistics were done on data from survey responses using statistical analysis software (SAS).  All participants were asked background information of their restaurants.  Table 1 presents the averages on background information of all restaur...
	One key question asked to the participants was whether they purchase locally or not.  Results from responses showed approximately 51% (n=75) of respondents purchases locally while the remaining 49% (n=73) do not.   Respondents who do not purchase loca...
	Figure 2: Payment Methods
	Knowing the level of importance restaurants place on different food attributes is vital to a producer who wants to utilize this marketing channel.  Participants were asked to rate (1 not important & 11 very important) the importance of different facto...
	Figures 3b&c show percentages of respondents rating attributes as very important or important.  Percentage of respondents rating attributes as not important can be obtained by subtracting that of very important and important from 100%.   Consistent su...
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	This research was supported by funding provided by USDA Agriculture and Food Research Initiative, Project Number 2010-85211-20464
	Introduction
	Farm to Institution (FTI) is a movement that aims to provide an increased amount of locally grown fruits and vegetables to institutions such as schools, colleges, hospitals, senior meal sites, and correctional facilities. FTI has the potential to bene...
	Research suggests that maintaining the story of the food through supply chains creates connections between farmers and consumers, potentially increasing the consumption of fresh produce (Izumi, Alaimo, & Hamm, 2010). However, advocates have questioned...
	(12PT Italic) Sub Heading
	Selected Literature
	Our analysis is motivated by a recent study (Izumi, et al., 2010) which found that where there is more local story or local identity, there is an increased consumption of fruits and vegetables. Their study suggests that if the students know the farmer...
	In long commodity supply chains, the identity is usually lost, as maintaining the story of food may incur high transaction costs for one or more supply chain actors. Other common barriers identified in the literature include relationship maintenance, ...
	Produce often travels through a large distributor, because of the transaction costs associated with multiple farmers and multiple invoices (Berkenkamp, 2006). Large distributors offer a standardized, stream-lined procurement environment that is well-s...
	Few if any studies have researched costs of providing local story or a longer supply chain, such as FTI; this paper addresses the gap. The next section of this paper addresses the methods, followed by a discussion of the nature and costs of “local sto...
	Methods
	Face to face, semi-structured interviews were conducted with nineteen supply chain actors (farmers, distributors, and buyers) in order to evaluate and inform efforts to increase the efficacy of FTI. Interviews were between 25 and 60 minutes. Participa...
	Results
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	Introduction
	India is the world’s second largest producer of food next to China and has the potential of being the biggest in the World. Food and food products are the biggest consumption category in India, with spending on food accounting for nearly 21% of India’...
	Generally, in developing country markets, higher incomes result in diet upgrades, with increased demand for meats, dairy products, and other high value products. In India also sustained economic growth and increasing urbanization are fueling rapid gro...
	The agro food processing industry is one of the largest in India, employs around 18% of the country’s industrial work force and is ranked fifth in terms of production, consumption, export and expected growth (Merchant, 2008).  India also produces a va...
	Food Production and Processing – The Indian Scenario
	In recent decades, there have been substantial changes in the patterns of production, consumption, and trade in Indian agriculture. One change is the shift in production and consumption from food grains to high value agricultural commodities such as f...
	Trends in Area and Production of Major Crops /crops Groups:
	During the last three decades net area sown under major crops declined from 142 million hectares during 1983-84 to 140.8 million hectares in 2008-09, whereas total cropped area increased from 176.4 million hectares to 194 million hectares during the s...
	Structure and Composition of Indian Food Processing Industry
	The food processing or food manufacturing industry includes companies that transform livestock and agricultural products into products used for intermediate or final consumption. Processed foods are products in which a raw commodity is transformed int...
	The extent of processing in India can be categorized as follows:
	• Primary Processing; cleaning, grading, powdering and refining of agricultural produce, e.g., grinding wheat into flour.
	• Secondary Processing: basic value addition, e.g., tomato-puree, ground coffee, processing of meat products.
	• Tertiary Processing: high value addition products like jams, sauces, biscuits and other bakery products ready for consumption.
	Food processing is a large sector in India that covers activities such as agriculture, horticulture, plantation, animal husbandry and fisheries. It also includes other industries that use agricultural inputs for manufacturing of edible products. The M...
	Though the Indian food processing industry is large in size, it is still at a nascent stage in terms of development. Of the country’s total agriculture and food produce, only 2 percent is processed.  The industry size has been estimated at US$ 70 bill...
	India’s processing  industry is highly fragmented and is dominated by the unorganized sector.  A number of players in this industry are small. About 42% of the output comes from the unorganized sector, 25% from the organized sector and the rest from s...
	Factors Affecting Food Processing Industry in India
	The vision -2015 prepared by the Ministry of Food Processing Industries, Government  of India, envisages to increase processing level of perishables from 6 to 20 percent , increase value addition from  20 to 34 percent and increase share in global tra...
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	Introduction
	Small Farms, which make up approximately 91% of all farms in the United States, are diverse (Hoppe, 2010; USDA, 2007). They control a significant share of farm assets and are important for the vitality of rural communities (USDA, 1998; Steele, 1997). ...
	Small farmers can use different strategies to deal with the above challenges including diversification of their farm operations, introducing on farm value adding activities, as well as strengthening farmers’ networks to improve market access using dif...
	One possible niche crop is Pigeonpea (Cajanus cajan L. Millsp), a low input, and warm season grain legume. It is tolerant of dry weather and poor soil conditions (Metz et al., 2007; Phatak et al., (1993). It grows well on marginal lands and being a de...
	Work by Metz et al., 2007; Phatak et al., (1993) have underscored the potential of pigeonpea production in the Southeastern United States.  Studies by Rao et al., (2002; 2003) have focused on production and use of the crop for forage. Currently there ...
	The pigeonpea market is highly globalized, very competitive and dominated by India: the major producer and consumer. However, the market for it has been increasing outside Asian and Africa countries into Europe, the United States and Canada due to mig...
	Materials and Method
	This study was carried out on Tennessee State University Agricultural Research and Demonstration farm in 2006. A Complete Randomized Block Design (CRBD) with four replications. The four pigeonpea cultivars used were (Georgia 1, Georgia 2, W-1 and W-2)...
	Results and Discussion
	Table 1 below provides average yield per acre in 2006 for the four varieties. It shows the yield is higher for all varieties when spacing is large.
	Summary and Conclusions
	Pigeonpea is a nutritious crop that has a number of other desirable qualities. These include its ability to fix nitrogen, grow on marginal lands and multipurpose use for human consumption, animal feed and fuel. The focus of this study was to examine t...
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