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© Farmers win. ©® Your community wins.
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In general, farmers and For every For every $10 spent at a farmers market,
ranchers only receive $1.55 $10 spent on studies show that as much as $7.80 is
of 510 Spent on fOOd. The |Oca| fOOd, re.spent in your community’ supporting
rest goes to marketers, farmers get local jobs and businesses.
processors, wholesalers, closer to
distributors and retailers. $8-9, tdhla
American
Farmland
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Profit Margin Increases with Farm Si.c

Farms by operating profit margin (OPM) and farm type, 2015

Green zone: low risk level (OPM > 25%) M Red zone: high risk level (OPM < 10%)
Yellow zone: medium risk level (OPM 10-25%) ' Not calculated
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Retire- Off-farm  Low- Moderate- | yigsize | Large Very
ment occupation sales sales large
Farming-occupation| farms | Large-scale
Small family farms family farms
Notes: Operating profit margin (OPM) = 100% x (net farm income + interest paid — charge for
operator and unpaid labor — charge for management) + gross farm income. Small family farms have
annual gross cash farm income (GCFI) < $350,000. Midsize family farms have GCFI of
$350,000-$999,999. Large-scale family farms have GCF| of $1,000,000 or more.
Source: USDA, Economic Research Service and National Agricultural Statistics Service, 2015
Agricultural Resource Management Survey (data as of December 2018).
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Documented consumer willingness to @) rooosystews

pay a premium for local food

Willingness to pay for local food (percent premium)

Apples, Vermont N
Apples, Colorado |
Blueberries, Pittsburgh and Orlando NN
Tomatoes, national study I
Blackberry jam, "Ohio River Valley" \abel-
Fresh produce, Vanderburgh County, Indiana Il
Apples, national study-

Blackberry jam, “Ohio Proud" or il
"Kentucky Proud" label
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Source: Willingness to pay as a percent of base price calculated from reported results from the following: Apples/

Vermont from Wang et al., 2010, averaged over respondents that had and had not purchased organic food. Apples/

Colorado from Costanigro et al., 2011. Blueberries from Shi et al., 2013. Tomatoes/national and Apples/national from

Onozaka and Thilmany, 2012. Blackberry jam from Hu et al., 2012. Fresh produce/Vanderburgh County from Burnett et

al 2011, Low et al. 2015

Ground beef prices at farmers markets not impag

e, OY COMModity market prices
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Nonsignificant, but negative relationship between USDA retail ground beef prices and
Larimer (Old Town) market prices; r (20)415, p<.05

Note: Weekly average retail ground beef prices from https://www.marketnews.usda.gov.

Sullinset
al. 2016
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In local food

channels do farmers

retain more of the
food dollar? New
pricing reports!

2011 Food dollar: Marketing bill (nominal)
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2 - 3 J

Source: USDA, Economic Research Service, Food Dollar Series.
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There is a likely tradeoff
between volume of
sales and two key
management factors:

1) Managerial control
retained by producers

2) Pricing power of
producers

LA GKSNB |y azlL
place on continuum for
an operation?
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Mixed Evidence of Farm Performance;

Local food producers grew less between 2007 and 20
odzi Y2NB ftA1Steée (2 KI @S

Percent change in sales 2007-12 by initial farm size and marketing arrangement Business survival rates 2007-12 by initial farm size and marketing arrangement
All operations Beginning farmer in 2007 Beginning farmer
2007 sales category No direct sales Diract sales Na direct sales Direct sales All operations in 2007
in 2007 in 2007 | in 2007 in 2007 2007 sales catogor No direct sales Direct sales No direct sales Direct sales
519,999 9ory in 2007 in 2007 in 2007 in 2007
Arc percent change, 2007-12 369 318t 415 3.4 $1-9,999
Observations 205 862 28,981 76,121 1,521 Survival rate, 2007-12 0.453 0549 0.416 0.507**
$10,000-49,999 Observations 484,211 51,536 177,392 22,170
Arc percent change, 200712 28 A2 21 18,7 $10,000-49,999
Observali 158,367 16,057 35,902 4736
i Survival rate, 2007-12 0.581 0.667"* 0.521 0.611"
$50,000-249,999
Observations 268,758 23,729 68,053 7,647
Arc percent change, 2007-12 121 33 146 55
Observations 128,175 8,350 20941 1,736 $50,000-249,999
$250,000+ Survival rate, 2007-12 0.656 0738 0593 0,649+
Arc percent change, 2007-12 124 39 1.5 9.8 Observations 194,563 1,270 35,364 2,661
Observations 130434 4,39 17936 559 $250,000+
Al Survival rate, 2007-12 0728 0791 0.66 0704
Arc percent change, 2007-12 193 185 256 179 Observations T7ais1s ) SHE 800
Observations 642,838 57724 150,900 18,552 Al
Notos: Astorisks denolo tejoction of the nul hypothosis thal the difforence in means & zora al the () 10%; ()
cals ce levels. Sample includes all op ive sales in 2007, The for tarm Survival rate, 2007-12 0.553 0.609"* 0.474 0543
05 (x,
Source: USDA, NASS, Census of Agriculius, 2007, 2012 Observations 1,126,047 91,984 307,924 33,278

Notes: Asterisks denote rejection of the null hypothesis that the difference in means is zero at the (*) 10%; (**) 1%; and
(**) 0.1% statistical significance levels. Sample includes all operations with positive sales in 2007. The survival rate is.
defined as the share of 2007 Census respondents with positive sales who reported positive sales in the Census in 2012

Source: USDA, NASS, Census of Agriculture, 2007, 2012.

Low et al. 2015

Market Channel [{ i\
Assessments -

How do you evaluate a market opportunity?

Six interacting factors impact the “performance” of a
marketing channel including:

Lifestyle
Preferences

‘ Yosemmiswowem ) Price & Profit
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It costs $300/day
tosellthere.

| Associated Costs

andits only 1

hour per week: ’ Sales Volume
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Preliminary CO case study evidence & 22
Marketing Profit Margin Percentiles, Direct Channels
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Gross sales - Marketing Labor Cost - Travel Costs

Profit Margin =
Gross sales.
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eXtension

Economic Impacts of Local
and Regional Food Systems

FINANCIAL PERFORMANCE IMPLICATIONS OF LOCAL FOOD ENTERPRISES

FACT SHEETS
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USDA AMS sample of Local Food Producers, Farm
and Ranchers, 2013

T 2013 Phase Ill ARMS data

T Nationally representative
survey that targets about
30,000 farms, providing
annual, nationalevel data
on farm business

COLORADO STATE UNIVERSITY

aaaNIFA  (§%) FOOD SYSTEMS

The Role of
Labor and
Other Variable
Expenses

::;NIFA FOOD SYSTEMS

COLORADO STATE UNIVERSITY Source: Baumart hilmany Jablonski 2018




