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The Foodshed Alliance is a 501(c)(3), community-
based nonprofit organization that works to strengthen
sustainable farming, increase access to local, healthy
food, and protect the environment for all members of
our communities.

Working at the intersection of food, farming and the
environment to foster a self-sustaining foodshed that
supports farmers, nourishes people, respects the land,
and strengthens New Jersey’s communities, the Food-
shed Alliance has four major program areas: Grow
New Farmers, Increase Local Food Distribution, and
Improve Access to Healthy Local Food for All and
Food/Farm Policy.

These program areas emerged out of the Foodshed
Alliance’s publication of the Regional Foodshed
Resiliency Plan' in 2015, which catalyzed conversa-
tion in New Jersey on how our local food system can
be more socially responsible, environmentally sus-
tainable, and economically beneficial.

Over the past three years, groups, businesses and in-
dividuals across New Jersey are beginning to see the
significant opportunities to improve our communi-
ties’ economic, environmental and social health by
working to transform the broader system by which
food in their communities is produced, distributed
and consumed, and food waste is managed. Working
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together with partners and stakeholders across New
Jersey, the Foodshed Alliance works to catalyze initi-
atives to improve public health, reduce food-related
inequities, circulate money in local economies, create
new business opportunities and jobs, and reduce the
environmental impacts of agriculture. Importantly,
these programs will ultimately bolster food security
and community resilience to prevent potential shocks
to food systems stemming from an unpredictable cli-
mate, increased pest resistance, and declining or in-
creasingly expensive supplies of energy.

By collaborating with a wide range of stakeholders,
the Foodshed Alliance seeks to increase opportunities
for more local food to make its way to consumers; to
gain political support for much-needed food system
policy changes; to create appropriate governance
structures and appropriate venues for community
feedback; and to find funding for this work.

Project Background

There has been interest for several years among
Foodshed Alliance stakeholders in evaluating the
concept of a “food hub” (aggregation/distribution fa-
cility) to see how it could benefit New Jersey’s farm
economy. Foodshed Alliance has led and attended
several meetings on the concept of food hubs over the
last five years.

Food Hub Feasibility Study


http://foodshedalliance.org/wp-content/uploads/2016/02/PlanDesignR1.pdf
http://foodshedalliance.org/wp-content/uploads/2016/02/PlanDesignR1.pdf

One of the major findings that came out of the Resili-
ency Plan was that small and mid-sized farmers who
produce food (as opposed to those who grow com-
modity crops, nursery stock, Christmas trees, etc.)
primarily sell directly to consumers through farm
stands, CSAs and farmers’ markets. But selling to
consumers only goes so far. Selling through an inter-
mediary, such as an aggregator/distributor (aka food
hub), can open up significant opportunities for farms
and can encourage more local-food farming in our
region, leading to a higher level of resilience overall
for our communities.

A food hub that aggregates and distributes farm food
could help strengthen the farm industry in New Jersey
by giving farmers easy access to institutional buyers
to fill the need for locally grown, fresh healthy food.

How to Use This Report

This study was conducted as a general assessment of a
prospective food hub for northern New Jersey and
should be considered a starting point for further evalua-
tion. It was a creative challenge to consider all the com-
ponents related to a food hub (customers, suppliers, lo-
cation, services, etc.) without knowing who might take
the lead of the project or what their business mission and
goals might be. In other words, there were no starting
assumptions. The approach for creating recommenda-
tions was therefore to weigh the relative advantages and
challenges to each component. High-level recommenda-
tions have been made and are to be used as a framework
for further research. Recommendations have been pre-
sented as a potential phased approach, with Phase I be-
ing near-term (e.g, the first year).

Feasibility Study Funding

Funding for this project was provided by the USDA
Rural Business Development Grant and the Doris
Duke Charitable Foundation.

Project Team

Barbara Taylor, Business Consultant, was the princi-
pal researcher and project manager for the feasibility
study. She is experienced in strategic development,
marketing, and program management and specializes
in working with businesses and projects in start-up
and early growth stages. Her skills include market
research, business plan development, new concept
development, and direction of integrated marketing
campaigns.  She has done significant work in the
farming, food, and sustainability sectors. In addition
to Foodshed Alliance, her clients have included
Yard2Kitchen Organic Gardens, Grassroots Natural
Market, Mountain Lakes Organic Co-op, Sustainable
Morristown, and New Jersey VegFest. Barbara has an
MBA from Seton Hall University.
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Executive Summary

There has been interest for several years among
farming and food stakeholders in evaluating the
concept of a “food hub” (aggregation/distribution
facility) to see if and how it could benefit New
Jersey’s farm economy. In April 2017, the Foodshed
Alliance received grant funding from the USDA
Rural Development Block Grant for a food hub
feasibility assessment.

This study is a general assessment of the potential for
a food hub for northern New Jersey and should be
considered a starting point for further evaluation. It
considers the components related to a food hub such
as customers, suppliers, location, services, etc. It
weighs the relative advantages and challenges of each
component.

Findings

S u p p | Th@eaissignificant interest from
farmers. 77% of farmers surveyed were interested in
expanding their markets to achieve more stable
sources of income and increased sales volume.

|l nstitut i GherlsdeBand/fe tocally
grown products produced by farmers in northwest
New Jersey. More than 70% of survey respondents
said that they were “very” or “extremely” interested in
a new source of local food in northern New Jersey.

Ser v iThere &r¢ more than 300 food hubs in the
United States offering a combination of the following
services: product aggregation, storage, “light” pro-
cessing, processing for preservation, branding, market-
ing, sales, distribution, technical training, business
training, and use of a commercial kitchen.

Pr o d uOd durseyed farmers, more than 50%
produce meat/poultry/livestock, nearly 43% grow
vegetables, 30% produce eggs, over 22% grow fruit,
20% produce grains, and 11% produce dairy products.
Among surveyed buyers, there is demand for every
product category as well as conventional, organic and
imperfect. Availability of year-round product is
critical.

Val-ae@ded p rVaht-addet pgoduction—
changing the physical state of the product, such as
making strawberries into jam—yields higher returns
and fills the gap for year-round products. Many value-
added products can use imperfects, using product
farms may not be moving currently.
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Based on the findings of this study, the Foodshed Al-
liance has concluded that 1) a food hub that aggre-
gates and distributes farm food could help strengthen
the farm industry in New Jersey by giving farmers
easy access to institutional buyers to fill the need for
locally grown, fresh healthy food and 2) there is both
need and opportunity in northern New Jersey for the
establishment of a food hub.

Recommendations are presented as a potential three-
phase approach, with Phase I being near-term (e.g,
the first year). Whoever takes the lead on creating the
food hub can use the findings and recommendations
in this report as a starting point for further research
and for moving forward in establishing a food hub in
northern New Jersey.

Recommendations

Begin with a trial with 5 to 10 “anchor” farms within a
15-mile radius of each other that are “wholesale
ready,” and selected based on experience, specialties
and quality of product.

Begin with 5 to 10 “anchor” institutional buyers that
are within 20 miles of the each other as well as farm-
ers.

Begin with a simple aggregation and distribution mod-
el connecting the anchor buyers and suppliers, pru-
dently adding services as demand and resources allow.

Begin with 5 to 10 products in the following catego-
ries; meat, produce and eggs.

Production of a value-added product is not recom-
mended for Phase 1, as processing requires significant
investment (product development, equipment, staff,
etc.) However, it should be prudently added as re-
sources allow, because of the benefits of year-round
products and using imperfects.
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Findings

Locati on
of food hub models: virtual/online marketplaces,
bricks and mortar facilities, multiple locations (sub-
hubs), mobile and pop-up locations.

Revenue Haoaddsénthsle fee for service,
price per unit and percent of sale. Sales price to buyers
should typically not exceed 10% over “non-local”
products.

Fi n a n Theraage:a number of financing op-
tions available based on whether the enterprise is a
non-profit, for-profit or cooperative venture. Sources
of financing include equity financing, grants, loans,
and crowd-funding.

L e a d e rRsskafclpindicated the food hub’s
leader/general manager should have an entrepreneuri-
al attitude, related business success, a broad base of
food-hub related skills, and the vision and passion to
drive the project forward.
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Recommendations

and Therdisaavigetrange ¢ To minimize costs during launch, it is recommended

to start without a facility unless an opportunity pre-
sents itself that is reasonable in price and centrally
located.

Allow farmers to set a price for the product and add a
margin sufficient to cover food hub operations.

A public-private partnership could be the best option
to move the food hub forward and strengthen New
Jersey’s agricultural foundation.

Start with a small team of two people with the possi-
ble addition of a volunteer. This team will perform
multiple functions (i.e., aggregating product from area
farmers, distributing product to buyers, and marketing
and sales) and will responsible for learning and fine-
tuning the optimal strategies, tactics, and procedures.

Photo: Rob Yaskovic
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Methodology

The work plan for this study consisted of primary re-
search, secondary research, and analysis over the
course of 15 months.

Primary Research

The project included research of existing small and
emerging farms and related agribusinesses. Research
methods included mailed and online surveys. and one
-on-one and group interviews with farm operators in
Warren, Sussex, Morris and Hunterdon counties.

The project also included research on the procurement
practices and needs of institutions throughout northern
New Jersey (counties of Warren, Sussex, Morris, Hun-
terdon, Passaic, Bergen, Essex and Hudson).

Primary Research 1 ncl
1 Initial meeting with farmers and stakeholders (20
participants)

f  Online and mailed farmer survey to assess feed-
back on food hub concepts (Foodshed Alliance
thanks the New Jersey Farm Bureau for assisting
in outreach for the survey.) There were 124 com-
pleted surveys.

1 Phone interviews with 40+ institutional buyers,
value-added producers, and food system profes-
sionals to gather high-level feedback on food hub
concepts.

f  Online institutional buyer survey to assess feed-
back on food hub concepts (32 completed sur-
veys). The survey was distributed to retail and
institutional buyers throughout New Jersey.

1 The Foodshed Alliance engaged with several as-
sociations and groups to help reach a wider varie-
ty of retail and institutional buyers, including the

Foodshed Alliance
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New Jersey Restaurant & Hospitality Association,
Greater NJ Society for Healthcare Foodservice
Administrators, and Rutgers Food Innovation
Center.

1 Group discussion with buyers (9 participants)
1 Group discussion with farmers (25 participants)

Secondary research

Market and trends data was collected throughout the
project from the USDA, the National Good Food Net-
work (NGFN), the Wallace Center/Winrock Interna-
tional, universities and many other sources doing re-
search on food hubs, food systems, and demand for
local food.

An(flysis

K1%esearch was analyzed to identify trends and op-
portunities related to various aspects of a food hub.
Relative strengths and weaknesses of the different
elements were identified.

The Project Team met with the Advisory Team to re-
view and discuss analysis and recommendations.

Recommendations

High-level recommendations have been made and are
to be used as a framework for further research. Rec-
ommendations have been presented as a potential
phased approach, with Phase I being near-term (e.g,
the first year).

Phased recommendations for each component (e.g.,
customers, services) are included in Recommenda-
tions” section, and a summary grid for all compo-
nents is included in the “Summary of Phased Ap-
proach” section.

oto: Rob Yaskovic
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What is a Food Hub?
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Regional food hubs are defined less by a particular
business or legal structure, and more by how their
functions and outcomes affect producers and the wid-
er communities they serve. The USDA Regional
Food Hub Resource Guide list defining characteris-
tics of a regional food hub as:

§ Carries out or coordinates the aggregation, distri-
bution, and marketing of primarily locally/
regionally produced foods from multiple produc-
ers to multiple markets.

T Considers producers as valued business partners
instead of interchangeable suppliers and is com-
mitted to buying from small to mid-sized local
producers whenever possible

1 Works closely with producers, particularly small-
scale operations, to ensure they can meet buyer
requirements by either providing technical assis-
tance or findings partners that can provide this
technical assistance.

1 Uses product differentiation strategies to ensure
that producers get a good price for their products.
Examples of product differentiation strategies in-
clude identity preservation (knowing who pro-
duced it and where it comes from), group brand-
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ing, specialty product attributes (such as heirloom
or unusual varieties), and sustainable production
practices (such as certified organic, minimum pes-
ticides, or “naturally” grown or raised).

f Aims to be financially viable while also having
positive economic, social, and environmental im-
pacts within their communities, as demonstrated
by carrying out certain production, community, or
environmental services and activities.

A food hub’s primary function is to provide local pro-
ducers with access to new markets and services. Sell-
ing through a food hub can supplement revenue for
the small to mid-sized farmers by aggregating their
product for sale through wholesale channels that
those farmers otherwise might not be able to access
independently. Food hubs exist to strengthen regional
food systems.

A food hub also serves to increase access to healthy
food for consumers within its region, and can be a
source of employment, as well as community eco-
nomic development.

A commonly accepted definition is that food hubs are

businesses or organizations that actively manage the
aggregation, distribution and marketing of source-
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identified food products, primarily from local and re-
gional producers, to strengthen their ability to satisfy
wholesale, retail and institutional demand.

Characteristics of Food Hubs

Food hubs have existed in some form for more than
40 years but their popularity has increased dramati-
cally within the last decade as consumer demand, res-
taurants, retail and institutional buyers increasingly
wanted to offer food that is healthy, locally produced,
and sustainably grown. The market for locally
sourced food nationally was $12 billion in 2014 and

limited supply and demand for local product.

No two food hubs are exactly the same and, for the
purposes of this feasibility study, the research team
did not start with a specific model in mind. There is
often more success when teams allow the form and
structure of an enterprise to emerge from the data re-
garding what producers and buyers need and what
services and infrastructure already exist in an area.

The following characteristics of food hubs, along
with benchmark data, were drawn from the 2015
“National Food Hub Survey” Report* and the 2013

could reach $20 billion by 2019.2

In addition, food hub survival rates are quite good
compared to other new business establishments.

A USDA report’ released in November 2017 showed
there are currently about 360 active food hubs in the
U.S.— and that the five-year survival rate for hubs
since 2005 is 88 percent, which is significantly higher
than the survival rate for all types of new businesses,
at 53 percent.’

Food hubs are not without their challenges however.
Aggregation and distribution of highly perishable
food is very complicated, and low margins are re-
quired to be competitive, making it a challenge to
provide farmers with adequate profit margin, and
food hub workers with a fair wage. There may also be

“Food Hub Financial Benchmarking Study®

Products may include:
Produce (fruits, vegetables)

Meats/proteins

Grains

Milk and dairy products

Eggs

Specialty goods and/or value-added products

= =4 -8 -8 _a_9

acilities and
Large warehouse facilities
Virtual/online marketplaces
Multiple locations; sub-hubs
Pop-up locations
Technical assistance only

oper ati

o —a —a —a _a

Fresh produce and herbs

Meat and poultry

Eggs

Other processed or
value-added products

Milk and other dairy
products

Grains, beans, flours

92%

Y 93°%

65%

I 65

65%

I — 0%,

53%

I 527

51%

I 507%

51%

1 i
S Products categories
46% carried by food hubs
Processed produce - -
I 5% nationwide
0
Baked goods/bread 35% 41% 201 5
I 4%

24%
Nonfood items

I 29%
28%

I 21%

12%

I 13%

Coffee/Tea

Fish and seafood

Source: 2015 Food Hub Survey
by Michigan State University Center for Regional Food Systems
& The Wallace Center at Winrock International
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Percentage of hubs Mobile retail units

nationwide selling
to customers types
by year

Pre-K food service
_ Hub’s own retail storefront
_ Food processors
Buying clubs

Farmers markets

Hospitals

Large supermarkets or supercenters
Food cooperatives

Distributors

Online stores

Colleges/Universities

K-12 food service

Small local or regional supermarket chains*
CSA

Corner stores, bodegas, or independent grocery stores*

Restaurants/Caterers/ Bakeries/ Corporate caterers

5%
I 6%

7%
N 6%

I 10%
I 20%

P 13%
I 15%

S 18%
. 24%

P 20%
I 18%

I 20%
I 22%

A 21%
I 27%

I 26%
I 24%

— 27%
. 24%

P 28%
I 16%

I 29%
I 27%

I 31%
I 35%

P 33%
I 39%

I, 35%
I 29%

P 39%
. 39%

e 6%
I 58%

Source: 2015 Food Hub Survey by Michigan State University Center for Regional Food Systems & The Wallace Center at Winrock International

Customer s

1 Wholesale (Grocery stores, supermarket chains,
schools, senior-care, hospitals, restaurants, correc-
tional facilities, etc.)

1 Direct to consumer

1 Hybrid

Services may include:

1 Aggregation: aggregate different products from
multiple farms to one or more centralized location

1 Storage: Product storage/cold storage/warehousing

1 “Light” Processing: cooling, washing, cutting,

Foodshed Alliance
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sorting, packing and labeling
f Value-added Production: preservation of food
(freezing, canning, dehydration) or creation of
value-added products (e.g., tomato sauce)
Access to a shared use commercial kitchen
Sales and Distribution services: Selling and
transport to customers
f  Technical training: GAP training/assistance with
certification/food safety training; production and
post-harvest handling training
1 Business training in marketing, sales, insurance,
labor and taxes.

= =
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Other Publicly owned

P . Ownership options: Cooperative, publicly or pri-

vately owned businesses (sole proprietorship,
partnership, corporation), or public/private part-
nerships

Key FiARBd0NmBsi onal Food Hu
The Wallace Center at Winrock International has

been instrumental in aggregating national level data

on the characteristics and impact of food hubs, con-

ducting surveys in both 2013 and 2015.

Non-profit

f The 2015 survey findings indicate that as new
food hubs continue to open for business, more
established food hubs continue to operate and

Food hubs nationwide thrive.
by legal structure _
1 By 2015, 75% of food hubs completing the sur-
Source: 2015 Food Hub Survey by Michigan State University Center for vey were breaking even or bet_ter, indicating that a
Regional Food Systems & The Wallace Center at Winrock International food hub model can be ﬁnan01ally successful

across a variety of legal structures and geographic
Classification types may oicustonierundriets. More details are available at
1 Operational structure: For-profit or non-profit 2015 National Food Hub Survey®

-
Ry
SRS oo
o
>

IRAEE Banrn

Source: USDA Running a Food Hub, Volume 4
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Findings and Analysis

Marketplace Overview

2018 LOCAVORE INDEX

NJ Economic & Business Climate

New Jersey is densely populated with some large em-
ployers and a relatively supportive environment for
food businesses.

On an overall state level, New Jersey has a population
of just over 9 million people, according to the U.S.
Census Bureau’ (7/1/17 estimate).

Choose New Jersey® states:

1  Unemployment Rate: 4.4% (May 2018)

1 Labor Force: 4.5 million

T State GDP: $575 billion (2016, current dollars)
T GDP per capita: $62,554 (2017)

Food and agriculture is New Jersey's third largest in-
dustry, behind pharmaceuticals and tourism (NJ De-
partment of Agriculture). According to Choose New
Jersey, the state has a growing $126 billion food in-
dustry and agriculture sector and is home to more
than 50,000 food manufacturing companies, R&D
facilities, distribution centers, retailers, and farms
employing more than 440,000 people.

Among the largest food companies are Campbell
Soup Company, which has called Camden home
since 1869; Goya Foods, the largest Hispanic food
company in the U.S., and Arizona Beverages which
has had its manufacturing and distribution facility in
Woodbridge since 1992. Wakefern Food Corporation,
the nation’s largest retailer-owned supermarket coop-
erative, is headquartered in NJ.

In food retailing, according to the New Jersey Food
Council’, New Jersey has 6,032 stores (including
grocers, convenience stores, specialty food retailers
and wholesalers) that generate $10.5 billion in sales.
For restaurants, New Jersey has 18,337 eating and
drinking place locations (as of 2016) that generate
$16.3 billion in sales, according to the National Res-
taurant Association. '’

In 2012, the latest data available from the U.S. De-
partment of Agriculture, the agriculture sector con-
tributed cash receipts totaling about $1 billion. "'

According to the New Jersey Department of Labor'?,

Top Employers in New Jersey

b W | dzy 6 SNR[2Yy a2 NNA & {dza&a SE 2 | NNBy
[ 02 NJ Fp N®S$ milion 63,500 254,500 73,600 56,100
t 2 LJdzt | o R ¥ F9005,644 125,059 499,693 141,682 106,798
¢ 2LJ RWJBarnabas Foster Wheeler Picatinny Arsenal Crystal Springs St. LukeQ Hospital
SYLIX 28 SNEF fealth Hunterdon Atlantic Health Resort Mars North
Rutgers University Healthcare System Newton Memorial America
Hospital

*New Jersey Department of Labor and Workforce Development (May 2017)

**US Census (2017
***Source: Choose

Foodshed Alliance
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http://njfc.guerrillaeconomics.net/
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2017

Population

Density: e
NJ Counties i ‘

~

2017 Population Density

[] 189.2 - 561.7
[ 561.7 - 1668.8
[ 1668.8 - 2777.0
Bl 2777.0 - 6404.2
Bl 6404.2 - 14973.5
New Jersey: 1,224.6
Population per sq. mi.

SOMERSET
171117
~

MIDDLESEX
2,728.3 Y
MERCER
1,668.8 MONMOUTH

113361

30 40 miles
I )

northern New Jersey’s farms not surprisingly are in

less populated counties (Sussex, Warren, Hunterdon
and Morris), but they are within close proximity (an
hour’s drive) to some of the most populated.

New Jersey is strategically located in the heart of the
Northeast corridor, providing easy access to New
York City and Philadelphia. More than 20 million
consumers who collectively have nearly $800 billion
in disposable income live within a two-hour drive of
northern New Jersey.

New Jersey’s food industry has access to a wide vari-
ety of educational resources, including Rutgers Uni-
versity’s Department of Agricultural, Food and Re-
source Economics, and the Agriculture Business
Technology program at Rowan College at Burlington
County.

Rutgers University also has a 46,000-square-foot Agri-
cultural Experiment Station in New Brunswick and a
Food Innovation Center (FIC) in Bridgeton. In addition,
The Cumberland County Improvement Authority
(CCIA) was recently awarded $2.5 million grant to build
a Food Commercialization Center in Bridgeton'” (next
to Food Innovation Center). It will enable new food pro-

Foodshed Alliance
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duction companies, like those that graduate from the
Rutgers Food Innovation Center Business Incubator pro-
gram, to leverage technical assistance resources and ac-
cess 27,000 square feet of space for industrial food pro-
cessing, shipping and administrative use. It is expected
to be completed late 2018.

New Jersey also offers its food companies the several

programs to encourage growth.

f  New Jersey Manufacturing Extension Program
(NJMEP) offers technical and management solu-
tions to assist food manufacturing companies be-
come more productive, profitable and globally
competitive.

. New Jersey’s Food Industry Talent Network, led
by the Rutgers Food Innovation Center, builds
partnerships by connecting the manufacturing in-
dustry with businesses, educational institutions,
workforce organizations, training groups, and
community-based organizations to develop and
support advanced manufacturing in the Garden
State and formulate strategies for competing at the
regional, national, and global levels.

NJ: #42 In Local Food Commitment

New Jersey is #42 in the country in its commitment to
local food, falling one notch since last year, according
to the 2018 Locavore Index'.

The Index ranks the 50 states, plus Puerto Rico and
the District of Columbia, using a variety of indicators
related to local food production and consumption. It
has been produced annually since 2012 by Strolling
of the Heifers, a non-profit food advocacy organiza-
tion based in Vermont.

Vermont ranks #1, followed in order by Maine, Mon-
tana, Oregon, New Hampshire, Massachusetts, the
District of Columbia, Hawaii, Wisconsin and Rhode
Island. Not only is New Jersey #42, but it ranks way
behind #22 Alaska with its short growing season.

The Index bases its rankings on number of farmers
markets, community-supported agriculture operations
(CSAs), and food hubs — all compared on a per-
capita basis — along with the percentage of each
state’s school districts with active Farm-to-School
programs and the percentage of the budgets of those
programs spent on local food.

The index includes data from the USDA’s Census of
Agriculture, including data on the dollar volume of
direct-to-the-public food sales by farmers, including
sales at farmers markets, (CSAs), farm stands and
online sales.

Food Hub Feasibility Study


http://www.snjtoday.com/story/36529796/ccia-awarded-25-million-to-build-food-commercialization-center-in-bridgeton
http://www.snjtoday.com/story/36529796/ccia-awarded-25-million-to-build-food-commercialization-center-in-bridgeton
http://www.snjtoday.com/story/36529796/ccia-awarded-25-million-to-build-food-commercialization-center-in-bridgeton
https://www.strollingoftheheifers.com/locavore/

The Index incorporates data from the US Department
of Agriculture on its “Know Your Farmer — Know
your Food” grants, as well as the per-capita value of a
set of U.S. Department of Agriculture grants focused
on local food, such as the USDA’s Local Food Pro-
gram Promotion Grants, Specialty Crop Block
Grants, Farmers Markets Promotion Grants, and Farm
-to-School Grants.

Consumer Interest in Local Food

The USDA Census of Agriculture’s 2015 Local Food
Marketing Practices Survey', the first-ever national
survey focused on local food market practices, found
that 167,009 producers sold through local markets in
2015. Sales totaled $8.7 billion, of which 35% was
sold direct to consumer (e.g., farmers markets, road-
side stands, CSAs), 27% was sold to retailers (e.g.,
Whole Foods, Kroger’s), and 39% was sold to institu-
tions (e.g., K-12 schools, universities, hospitals) and
non-traditional suppliers (e.g., suppliers that market
locally branded food products such as food hubs).

The food industry research firm Packaged Facts pre-
dicted local food sales would jump to $20 billion in
2019, outpacing the growth of the country’s total
food and beverage sales.'

Supporting data from Statista'” in 2015 shows that
interest in local foods in the United States has risen
rapidly in the last years as the “locavore” movement
continues to sweep the nation. Consumers cited sev-
eral reasons for preferring local brands, but the major-
ity said they prefer them for a better price/value and a
positive experience with the brand. As of spring
2015, the number of people who said they purchase
locally grown food amounted to around 82 million.
When asked how often they eat locally grown foods,
over a fifth of U.S. consumers in 2014 stated twice a
week.

Foodshed Alliance
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JERSEY FRESH

Jersey Fresh Program

Jersey Fresh is an advertising, promotional and quali-
ty grading program launched in 1984 by the New Jer-
sey Department of Agriculture to help farmers inform
consumers about the availability and variety of fruits
and vegetables grown in New Jersey. Since then, con-
sumer awareness has increased, and it has become the
benchmark for other states to initiate their own state-
grown agricultural marketing programs.

The New Jersey Department of Agriculture promotes
Jersey Fresh to restaurants, schools, colleges, big box
stores, local communities, hotels, hospitals and more.
The cost to the farmer is $30 per year. More than
1,000 farms in the Garden State use the Jersey Fresh
logo on their packaging.

Farmers who use the Jersey Fresh logo report receiv-
ing better prices for quality-graded products. Retailers
profit by the program because consumers perceive it
as high-quality produce and are willing to pay more
for it.

Over the years, the Jersey Fresh program has done a
range of conventional and digital advertising, includ-
ing television, radio, bus wraps, billboards and social
media. They have developed recipe videos, run photo
contests and engaged food bloggers and brand ambas-
sadors. They also provide Jersey Fresh branded
aprons for in-store nutritionists to wear, promoting
the “health angle” of using local produce.

In addition, the “Made with Jersey Fresh” logo is
available to companies who make food items using
New Jersey's agricultural products. The logo alerts
consumers that the products are made using local in-
gredients. Incorporating Jersey Fresh products into
processed foods extends the season to year-round and
expands distribution well beyond the region. There
are even a few beers and distilled spirits starting to
use this logo.

In 2018, the New Jersey Department of Agriculture
launched a new Jersey Fresh website, FindJer-
seyFresh.com, focused on connecting consumers, dis-
tributors and retailers with growers of Jersey Fresh
produce, wineries, breweries, distilleries and restau-
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https://www.agcensus.usda.gov/Publications/2012/Online_Resources/Local_Food/index.php
https://www.agcensus.usda.gov/Publications/2012/Online_Resources/Local_Food/index.php
https://www.statista.com/topics/2123/local-foods-statistics-and-facts/
https://www.statista.com/statistics/587915/leading-reasons-choosing-global-brands-and-local-brands-consumers-worldwide/
https://www.statista.com/statistics/228376/people-who-buy-locally-grown-food/
https://www.statista.com/statistics/228376/people-who-buy-locally-grown-food/
https://www.statista.com/statistics/228376/people-who-buy-locally-grown-food/
https://www.statista.com/statistics/294065/us-consumers--frequency-of-eating-locally-grown-foods/
https://www.statista.com/statistics/294065/us-consumers--frequency-of-eating-locally-grown-foods/
http://findjerseyfresh.com
http://findjerseyfresh.com

rants. It features a wholesale buyers’ guide and inter-
active mapping to serve as a match-making resource
for consumers and buyers to find Jersey Fresh pro-
duce and products.

According to a news report,'® total annual spending
on Jersey Fresh marketing over the years has “swung
as wildly as the weather in a New Jersey planting sea-
son.” It started at $325,000 in 1984 and hit almost
$1.3 million by 1988, only to be cut back to just
$50,000 in 1992. Two years later, it was back up near
$1.3 million, according to a study published by Rut-
gers in 2005. By 2015, it was back down to $342,000.

Although funding is down, the brand is still relevant

and recognized. Results from a recent Fairleigh Dick-

inson University Public Mind Poll" showed strong

brand recognition for Jersey Fresh.

 About 95 percent of survey respondents believe
that having a strong farming industry is important
to the overall economic health of New Jersey.

1 About 74 percent say they have heard of the slo-
gan “Jersey Fresh.”

59 percent say they seek out the Jersey Fresh label
when shopping for fresh fruits and vegetables.

Buying Trends in Retail

Local is still in demand by retailers but there is in-
creasing competition for new products entries. For
example, ShopRite is doubhng down on its arsenal of
locally procured options.” The store’s Locally Grown
program includes farm-raised beef, seafood, produce,
baked goods, honey, craft beer and roasted coffees.

Aerofarms continues growth
and penetration of retail.”' Aer-
oFarms based in Newark,

the world’s largest indoor verti-
cal hydroponic farm, renamed
its retail brand Dream Greens.
The Dream Greens brand hit the
shelves of ShopRite, Whole
Foods, FreshDirect, and New-
ark chain Seabras in February
2017. Before that, the business
was selling its greens into food service under the Aer-
oFarms brand.

In 2017, food prices in America were down for the
longest period in about 60 years.”* A number of foods
— most notably, beef, eggs and dairy — saw price
drops over the course of 2016 and into 2017. For 19
months straight, the U.S. government reported de-
clines in the food consumer price index, which com-
pares supermarket prices with what they were a year
earlier.
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The food index increased 0.2 percent in June 2018.%
The food index increased 1.4 percent for the 12
months ending June 2018.

Online grocery shopping sources are gaining traction
with millennials and other shoppers. US consumers
are getting more comfortable buying food online. Ac-
cordlng to Nielsen data, 23% of Americans bought
groceries online in 2017.%

Millennials are more apt to use online shopping to
order food.”

Fresh Direct allows its customers to shop “local.” If
you live in New Jersey, Fresh Direct defines “local”
as the northeast U.S. according to its website.”®

While interest in online shopping for food is increas-
ing, keeping those customers isn’t easy. Customer
retention rates for the meal-kit sector are reportedly
dismal for all the major players. Consolidation is ex-
pected to continue.

Buying Trends in Education
School demand for local continues to grow.

As cited in the 2017 Farm to School Network Re-
port,”” 42% of all schools in the U.S. participated in
farm-to-school activities in the 2013-2014 school
year, reaching 23.6 million children and incorporating
almost $800 million worth of local food products into
schools.

In New Jersey, approximately 48% of districts
participated in farm-to-school activities as of 2015
accordmg to the most recent USDA Farm to School
Census.” Produce is the biggest purchase, followed
by milk.

The Economic
Impacts of Farm to

% NJ School Districts
Currently Buying

School report Local Food
published by the

National Farm to p

School Network Q@ B85% s
stated that the reality

\\‘ 859 VEGETABLES

of getting local food
into school districts
has proven challeng-
ing for a myriad of
reasons, including
cost and the lack of
processing abilities
in schools. The most
effective way of
gaining entry may

ﬁ 34% MK

h 89 MEATORPOULTRY

OF NEW JERSEY DISTRICTS SURVEYED
PLAN TO INCREASE LOCAL FOOD
PURCHASES IN THE FUTURE.

44%

USDA Farm to School Census 2015
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http://www.pressofatlanticcity.com/business/local-vendors-won-t-let-jersey-fresh-go-stale/article_29686290-3302-11e5-9c68-6b4853b09222.html
http://view2.fdu.edu/publicmind/2017/171103/
http://view2.fdu.edu/publicmind/2017/171103/
http://www.supermarketnews.com/meat/customer-demand-drives-shoprite-s-locally-sourced-expansion
http://www.supermarketnews.com/meat/customer-demand-drives-shoprite-s-locally-sourced-expansion
https://agfundernews.com/breaking-aerofarms-raises-34m-40m-series-d-international-investors-overseas-expansion.html?mc_cid=987a7751cb&mc_eid=e07407c385
https://agfundernews.com/breaking-aerofarms-raises-34m-40m-series-d-international-investors-overseas-expansion.html?mc_cid=987a7751cb&mc_eid=e07407c385
http://aerofarms.com/2017/02/28/introducing-dream-greens/
http://aerofarms.com/2017/02/28/introducing-dream-greens/
http://www.npr.org/sections/thesalt/2017/09/06/547820236/grocery-prices-have-been-falling-did-you-notice
http://www.npr.org/sections/thesalt/2017/09/06/547820236/grocery-prices-have-been-falling-did-you-notice
https://www.bls.gov/news.release/cpi.nr0.htm
https://www.linkedin.com/pulse/squeezed-private-labels-big-food-brands-look-startups-zoe-leavitt/?mc_cid=cf336e5132&mc_eid=e07407c385
https://www.linkedin.com/pulse/squeezed-private-labels-big-food-brands-look-startups-zoe-leavitt/?mc_cid=cf336e5132&mc_eid=e07407c385
https://www.foodnavigator-usa.com/Article/2017/10/19/Social-media-posts-reveal-what-foods-Millennials-think-are-hot-and-not?mc_cid=ffdc13e8a6&mc_eid=75b57c97f2
http://freshdirect.com
http://www.farmtoschool.org/Resources/EconomicImpactReport.pdf
http://www.farmtoschool.org/Resources/EconomicImpactReport.pdf
https://farmtoschoolcensus.fns.usda.gov/find-your-school-district
https://farmtoschoolcensus.fns.usda.gov/find-your-school-district

be to go through an existing distributor or food ser-
vice management company that may deliver meals in
pre-prepared forms.

Summer meals at schools can present an opportunity.
According to the 2015 USDA Farm to School Cen-
sus, 6% of New Jersey schools are using local foods
in summer meals.

Buying Trends in Restaurants

Locally sourced products are still in demand in res-
taurants. Locally sourced produce and meat/seafood
1s once again on the annual “What’s Hot” list com-
piled by the National Restaurant Association.

The National Restaurant Association has named local
foods as a top trend every year since 2010. Restau-
rants say buying and serving local foods yields good
publicity, greater flexibility in order quantities, and
improved customer experience thanks to better tast-
ing, fresher ingredients.

Chefs at the Foodshed Alliance Buyer Roundtable
estimated “about 20% of diners really care about the
origins of the food.” Farm-to-table has “been there
forever” but its marketing impact remains important.

e ‘
17,957+
Eating and drinking place \ Restaurant and foodservice jobs

locations in New J_ersey in 201§ in New Jersey in 2017 = 8% of
| employment in the state

AND BY 2027, THAT
NUMBER S PROTECTED
TO GROW BY 3%

= 24,200 additional jobs,
for a total of 355,100

330,900

$16.3 billion

Projected sales in New Jersey’s
restaurants in 2017

Source: NJ Restaurant Association

Buying Trends in Healthcare

According to an article in NJ .com,”® the trend toward
better tasting and more nutritious hospital food is be-
ing driven by health care reform and the desire for
greater patient satisfaction, which helps determine
reimbursement rates.

A report from Produce Business®' said that the Robert
Wood Johnson Hospital, a 965-bed medical facility
with locations in Somerset and New Brunswick, is
the first Jersey Fresh hospital in the state. Jersey
Fresh produce is incorporated into some of the 1 mil-
lion meals a year served to visitors, employees and
patients.

CareOne Management (Assisted and Senior Living)
has recently partnered with Jersey Fresh and is
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launching a campaign in 2018. According to a repre-
sentative at the NJDA, CareOne had already been
purchasing a fair amount of New Jersey product but
was interested in leveraging the branding opportunity
to emphasize the quality of the food and their support
of the local economy. Their buying process is decen-
tralized and the chefs have latitude to purchase what
they want and be creative with their meal planning.

Related Food Trends

Transparency

According to the Mintel 2018 Global Food & Drink
Trends Report, consumers are increasingly demand-
ing transparency as to what is in the products they
buy. Food and
drink manufac-
turers are mov-
ing towards be-
ing more forth- ¥ ==
coming about L“ ) @
their ingredi- e P
ents, production  #/ork
processes, and
supply chains.
This is a big op-
portunity to cite
local sourcing.
Even beer has
new local label.

Pl almas ed

product s

Interest in natural, simple and flexible diets is driving
further expansion of vegetarian, vegan and other plant
-focused formulations, according to the Mintel 2017
Global Food & Drink Trends Report. An example
cited is a product, Not Milk, which is made with al-
monds, peas, rice, nuts, linseed, coconut and vanilla.

Meanwhile, meat demand is decreasing nationally
with millennials, with 12% now identifing as ““faithful

. 2
Vegetarlans.”3

No Wast e

In the US, Americans waste 133 billion pounds of
food annually. The amount of waste in the US has
motivated the government to propose a goal to halve
the amount of food wasted in the US by 2030 and,
along the way, “to create a generation of Americans
who are sensitive to food waste.”

Consumer awareness of the issue of food waste is al-
so spreading because of efforts by retailers and res-
taurants to reduce or donate food and drink that is
past the sell-by date, blemished or damaged. In the
US, grocers ranging from Whole Foods Market to

Food Hub Feasibility Study


http://www.nj.com/inside-jersey/index.ssf/2017/03/the_new_culinary_frontier_hospital_food.html
https://www.producebusiness.com/new-jersey-produce-exposure/
https://www.ecowatch.com/meat-marketing-millennials-2497594994.html?xrs=RebelMouse_fb&ts=1508271027&mc_cid=ffdc13e8a6&mc_eid=e07407c385
https://www.ecowatch.com/meat-marketing-millennials-2497594994.html?xrs=RebelMouse_fb&ts=1508271027&mc_cid=ffdc13e8a6&mc_eid=e07407c385

Walmart are testing sales of
imperfect produce as well
as the founder of Trader
Joe’s with Daily Table.
There are also businesses
such as Full Harvest and
Hungry Harvest that pur-
chase imperfects from
farmers and sell to consum-
ers or at wholesale.

According to Mintel, just
over half (51%) of US
adults who purchase vege-
tables are open to buying
less-than-perfect ones, such
as those that are bruised or
oddly shaped. Mintel also states that there is an op-
portunity to innovate with materials that would other-
wise have been discarded. More attention will be giv-
en to innovations that commercialize edible food
waste including the previously discarded by-products
of juicing, canning and other production processes.

UK brand Snact. makes its 100%
fruit snack with dugly€ fruit that
would otherwise be thrown
away.

Mi sshhaosned compani es

Trends shaping 2018 include a strength in mission-
based companies in the food space.” Food companies
founded with both altruism and product quality at
their core find that their marketing story and higher
purpose help them succeed and stand out in today's
market.

Ironbound Farm, a mission-based company that produces
Ironbound Hard Cider, is a regenerative farming enterprise that

“addresses issues income equality, environmental stewardship
and form@r priseners’ re-entry into society.

N-' ¥
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Growth of hydroponics

Hydroponic growing is becoming more prevalent.

1 Hydroponics are being considered for organic cer-
tification.’’

1 A new Jeff Bezos-backed warehouse farm will
grow enough produce to feed over 180,000 people

per year.38
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Partners & Players

The USDA’s Food Hub Directory documents 224
food hubs in the country and none in New Jersey.
However, some sources place the number of food
hubs in the country as high as 400. In New Jersey and
neighboring states, there are a number of organiza-
tions that currently aggregate and distribute local
food. Here is a snapshot of those players.

Zone 7

FreshFromZone7.com

T y p Bistributor of local farm fresh food

L o ¢ a tRingoes,:NJ

Fac i Wardhguse

Foun 28 :

Founder Mk& Azzara

F ar md20-sfarms. Most are southern New Jer-
sey farms; very few in the four northern New Jersey
target counties

Pr oduct sPraldcd, gaine, ebgs, meats,
cheeses, and more

Cu st o B restaurants, grocers, schools and
more in New Jersey and beyond

Ser vi c e sDistoibufioa ¢énky €nd processing
How to work t ogetTherouldr
be distribution partner or a new food hub could be a
source of product for them (especially since they are
in a different growing zone). Zone 7 has indicated
that they are open to discussion.

Har vest
HarvestDrop.com
Ty p‘@urveyor” (who does distribute)

L o c a tMomristawn, NJ

F a c i Noipliysical location, no warehouse;
trucks only

Foun elsd :

Founder Olive Gubenko

F ar med+s$arms throughout New Jersey and
eastern Pennsylvania.

Pr oduct sPraldcd, mente abgs

Cu st o Restausants in Morris County, Essex,
eastern Bergen, and Jersey Shore

Ser vi c e sPicks ipfpdue €tom farmers
and distributes within 24 hours of harvest.

How to work togetHuaevest or
Drop does not target restaurants in less populated are-
as which may be an area of opportunity. Also a new
food hub could be a source for additional product for
them, and they are especially open to product during
the winter season.

Drop

Seashore Produce
SeashoreEast.com
Ty pleistributor

L o ¢ a tVindamnd and Atlantic City, New Jersey

Food Hub Feasibility Study
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https://www.fooddive.com/news/trends-shaping-2018-mission-based-companies-carve-a-niche-in-the-food-spac/511784/?mc_cid=e37c523366&mc_eid=e07407c385
https://www.fooddive.com/news/trends-shaping-2018-mission-based-companies-carve-a-niche-in-the-food-spac/511784/?mc_cid=e37c523366&mc_eid=e07407c385
https://www.washingtonpost.com/news/wonk/wp/2017/11/02/pioneers-of-organic-farming-are-threatening-to-leave-the-program-they-helped-create/?mc_cid=f8eb4dfb73&mc_eid=e07407c385&utm_term=.ec45c397abf4
https://www.washingtonpost.com/news/wonk/wp/2017/11/02/pioneers-of-organic-farming-are-threatening-to-leave-the-program-they-helped-create/?mc_cid=f8eb4dfb73&mc_eid=e07407c385&utm_term=.ec45c397abf4
http://www.businessinsider.com/vertical-farming-company-plenty-investment-second-farm-seattle-2017-11?mc_cid=f8eb4dfb73&mc_eid=e07407c385
http://www.businessinsider.com/vertical-farming-company-plenty-investment-second-farm-seattle-2017-11?mc_cid=f8eb4dfb73&mc_eid=e07407c385
http://www.businessinsider.com/vertical-farming-company-plenty-investment-second-farm-seattle-2017-11?mc_cid=f8eb4dfb73&mc_eid=e07407c385
https://www.ams.usda.gov/local-food-directories/foodhubs
http://freshfromzone7.com/
file:///C:/Users/Lisa/Documents/Adobe
http://seashoreeast.com/

F a c i Distribwtion facility

F o u n doeiginally founded in 1908 in the Atlan-
tic City Terminal Market.

Founder InT®%Barty Yagodich pur-
chased the company from the Palmisano family. To-
day the company is run by Barry’s son, Chad.

F ar mds ashieve scale, works with a lot of na-
tional growers such as Andy Boy, Foxy, Sunkist, and
Driscoll’s. The bulk of the product is not local but
they are interested in more local.

Pr oduct sLoalftdmetsee bdueberries,
sweet corn, peaches, and peppers, apples, broccoli,
Brussels sprouts, mushrooms, sweet potatoes, and
more.

Cu st o KHelZ sshools, colleges and universities,
healthcare and senior living facilities, business and
industry locations, national chain restaurants, inde-
pendently-owned restaurants, casinos, country clubs,
and theme parks. Seashore had the USDA Depart-
ment of Defense (DoD) Fresh Fruit and Vegetable
Program contract for schools for many years until it
was awarded to Gargiulo’s Produce in 2018.

Ser vi c e sPrimatily &stribudion; some
processing (cutting and bagging portion-sized pro-
duce for schools)

How to work
for future developments on the DOD contract.

GargsulPo oduce
GargiuloProduce.com

Ty pR@istributor

L o c a tHilleide, NJ

F a c i Disdtribwytion facility

Founded:

F o u n d‘ark :Gargiulo

F ar melrissate area and Pennsylvania

Pr oduct sVaocyfofesensendl produce
such as apples, mushrooms, potatoes, cabbage, and
squash during winter

Cu st o Meof 2018 they have the official DOD
contract for schools in New Jersey.

How to work
distributor for a new food hub; possible buyer of a
frozen corn or other product that works year-round.

Tr-County
TriCountyCoop.net/
Ty p A&ggregator/co-operative

L o c a t619®aute 33 West, Hightstown, NJ

F a c i Wardhouse

F o u n dig34l(originally as a food auction)

F o under Cufrendlysecking a Manager

F ar mety-S§5:local farms; very few in northern
New Jersey. Primarily small and mid-size farmers

Cooperative
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who are not GAP certified

Pr oduct sFrahfpfoéuteendrsery stock,
flowers and garden plants

Cu st o Mhdlesale buyers for local food stores,
restaurants, roadside stands, farm markets and distrib-
utors

Ser vi c e sAggoepafiom.r e d:

How to wor Kk
warehouse could serve as an aggregation point for a
new food hub.

Local Bushel

LocalBushel.com

Ty p putveyor and distributor

L o ¢ a tNewoYork, NY

F a c i INa phyyical location

Foun el4 :

Founder Nushea HIMCEO

F ar mewitlen:250 miles of NYC - small and mid-
sized farmers

Pr oduct s 200 frofluetsy ranging from herit-

age breed pork and free roaming chicken to seasonal

produce

Cu s t o mecdl Bushel picks up and distributes

to restaurants - mostly NY

Sei ¥ if @ e riideforfdetirepdoduct harvest-
ing out of field once order placed; delivery

How we wor Kk
be an additional source of product for them

Lancaster Farm Fresh
LancasterFarmFresh.com/

T y p mn-profit co-operative (120 farmer-owners/
300 farms)

L o ¢ a tLanoaster, PA

Fac i Wardhguse

Foun 23 :

Founder founéedtma handful of farmers;
Casey Spacht is co-founder, executive director, and a
member farmer of LFFC

F a r merinsarily from Clarion County, PA
(Anhish fafmers) e nt i at e:

Pr oduct sCeqifiel @gamcdruits, vegeta-
bles, and other farm fresh products

Cu st o Reail &hrough CSA) and wholesale:

A u EastérndPennsylania, ANewt York City, and most of

the tri-state area

Ser vi c e sAggoepafioa,distrdbution
How to wor Kk
good model of a co-op if that is chosen for a new
food hub

Food Hub Feasibility Study
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http://www.gargiuloproduce.com/
http://www.tricountycoop.net/
http://www.localbushel.com/
http://www.lancasterfarmfresh.com/

Connecting Communities & [nsti{utlon,(
to sustainable, (om/‘/uad_

Slrvr\glhemng |mprovmg food

small and access and

fa ml‘ywﬁwncd farms P\lhll( health

Common Mar ket
TheCommonMarket.org

T y pMon-profit food hub

L o c a tMideAnlantic (Philadelphia) and Georgia.
Currently surveying the greater New York and north-
ern New Jersey area and are looking at outreach to
institutional and wholesale buyers, and greater pro-
curement from local farms

F a c i Wardhouse

F 0o u n @8 (approximately)

F o under HalleJahaston, Co-Founder

F a r me&@ psoducers in Pennsylvania, New Jersey,
Delaware and Maryland.

Pr oduct sWidefvdriety o€pdoduce as well
as local products available year-round including anti-
biotic-free proteins (chicken, pork, beef and turkey),
value-added (canned tomatoes, grains, pickles,
spreads, frozen, tofu), dairy and eggs

Cu s t o Mmetitusional (education, healthcare),
corporate, retailers, restaurants, and more

Ser vi c e sAggoepafion,dietrdbution, GAP
certification

How to work togetdommonor
Market could potentially take the lead of the food hub
as they look at ways to enter northern New Jersey

Greenmarket Co.

GrowNYC.org

Ty p Mon-profit food hub

L o ¢ a tNewoYork City (South Bronx)

F a c i Wardhouse

un 2ee :

n d e r founéed bty parent organization
YC

elfos 75 regional farmers

uct sPralicd, gaine ekgs, and more
0 MReail snd institutional buyers

vV i Cc e sAggoepafioa,digrdbution and
more. New York State is investing $15 million in the

(0]
(0]

F
F
G
F m
P d
C t
S

mc“mg
~nwo=%¢c
°c~z

Foodshed Alliance

Page 20

construction of a new $20 million facility for the food
hub. The state-of-the-art facility will be 120,000

square feet. The Food Hub will create 95 permanent
jobs and 150 construction jobs and is expected to

open in 2019, selling $18 million worth of product

per year.

How t o wor k t oget Qokaboraor
tion is undetermined, however ongoing competitive
assessment is required, due to the proximity of this
facility to northern New Jersey.

Food System Support in New Jersey
There are many governmental and nonprofit organi-
zations working in the state to support farms and the
New Jersey food system. In addition to the Foodshed
Alliance, some of them are:

New Jersey Department of Agriculture

NJ State Agriculture Development Committee
County Agriculture Boards

USDA’s Farm Service Agency

New Jersey Farm Bureau

New Jersey Farmers' Market Council of Farmers
and Communities

New Jersey Agriculture Society

New Jersey Farmers Direct Marketing Assn.
New Jersey Agricultural Experiment Station at
Rutgers

New Jersey’s USDA Natural Resources Conser-
vation Service

Garden State Dairy Alliance

New Jersey Future Farmers of America (FFA)
North Jersey Resource Conservation and Devel-
opment Council

Northeast Organic Farming Association of New
Jersey

Duke Farms

Greater Newark Conservancy

Genesis Farm Learning Center

célmefri(f'a’s Cr}row ai}ow e
row it (jereenq\/ﬂ) is'tox%n )

Greater Newark Conservancy
Ironbound Community Corporation
New Jersey Farmers Against Hunger
Ample Harvest

Community Food Bank of New Jersey
Groundwork Elizabeth

New Jersey Farm to School Network
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https://www.thecommonmarket.org
https://www.grownyc.org

Legal & Regulatory Environment

With the advent of the Food Safety Modernization
Act (FSMA), we now have a uniform minimum
standard of food safety that the overwhelming majori-
ty of fresh produce growers must adhere to. The key
with FSMA is that it is a minimum requirement. It
will not eliminate buyer-imposed programs for food
safety, such as Good Agriculture Practice (GAP), that
are already in place. Even if a farm is FSMA-
compliant, they may still need to be certified under
one or more GAPs to sell to certain buyers.

GAP Certification

Good Agricultural Practices (GAP) are voluntary au-
dits that verify that fruits and vegetables are pro-
duced, packed, handled, and stored as safely as possi-
ble to minimize risks of microbial food safety haz-
ards. GAP audits verify adherence to the recommen-
dations made in the U.S. Food and Drug Administra-
tion’s Guide to Minimize Microbial Food Safety Haz-
ards for Fresh Fruits and Vegetables and industry rec-
ognized food safety practices. Many institutional buy-
ers will only do business with farms that are GAP-
certified.

Food Safety
Produce Safety Rul e
The Food Safety Modernization Act Produce Safety
Rule is in place, and will launch in 2019. In prepara-
tion, the New Jersey Department of Agriculture and
Rutgers University food safety specialists are offering
confidential On-Farm Readiness Reviews to farmers
throughout New Jersey.” The On-Farm Food Safety
Team will work with growers to review their opera-
tion and make suggestions for possible modifications
to comply with FSMA. Some growers may be exempt
from the FSMA Produce Safety Rule. The deadlines
for FSMA are staggered from two to four years, de-
pending on how much each farm generates in food
sales and other factors.

iMade in yoBragdungy
New legislation signed in January, 2018, allows
counties to create “made in your county” promotional
labels to propel the popularity of hyper-local agricul-
ture products made right within their borders. “The
legislation is based on the idea that there’s a growing
interest in local farm-to-table agriculture,” said Sena-
tor Steven Oroho (R-Morris, Sussex, Warren), who
sponsored the bill. “Helping to highlight where food
is actually produced will support that effort and help
counties to build their own brands.” Based on the new
law, effective immediately, every county has the op-
portunity to develop its own label at its own expense.

Foodshed Alliance
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2018 Farm Bill

The 2014 Farm Bill is set to expire on Sept. 30, 2018.
As of June 2018, drafts of the bill are expected to vot-
ed on by the House of Representatives and the Sen-
ate. At this early stage, it appears the draft bills cut
funding for programs that support local farmers and
conservation; create new pesticide safety loopholes
that would threaten farmers, farm workers, and the
environment; and restrict anti-hunger assistance. It is
unclear whether grants, like the Local Food Promo-
tion Program, and others that have been available to
strengthen local food systems, and projects like food
hubs, will be reduced or even eliminated.

Proposed Food
In May 2018, the NJ Senate Economic Growth Com-
mittee passed bipartisan legislation sponsored by Sen-
ator Steve Oroho (R-24) that would support small
businesses by establishing New Jersey “Food Hub”
opportunities for local farmers. “Many of New Jer-
sey’s small to mid-size farms lack the capacity to ac-
cess larger markets, placing our farmers at a disad-
vantage,” Oroho stated. “The creation of ‘food hubs’
will provide opportunities for our farmers to access
new markets and help more locally grown produce to
reach our neighborhoods.” The legislation, S-1953,

Moder ni z at i wonld diectthe Department of Agriculture to author-
( F SikbAnd advise “Food Hubs,” which it defines as busi-

nesses or organizations that actively manage the dis-
tribution and marketing of locally made food prod-
ucts. No funding was proposed or put in the bill.

Revenue Model

Food hubs require a highly complicated and inter-
connected network of production, processing, ware-
housing, transportation, distribution, customer ser-
vice, logistics, and financial management. While
social missions are integral to the foundation of a
food hub, a strong business plan is necessary to ar-
ticulate the core business, achieve financial viabil-
ity, and prepare for challenges ahead.

Food hubs face low margins that necessitate high vol-
umes and efficiency to be successful.

Some sources have recommended a revenue split of
70/30, with 30 percent of gross sales covering the op-
erational cost of the business, and 70% of gross sales
being retained by the growers.

Food Hub Feasibility Study
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http://www.theproducenews.com/the-produce-news-today-s-headlines/23303-njda-helping-new-jersey-farmers-prepare-for-fsma
http://www.theproducenews.com/the-produce-news-today-s-headlines/23303-njda-helping-new-jersey-farmers-prepare-for-fsma
http://www.theproducenews.com/the-produce-news-today-s-headlines/23303-njda-helping-new-jersey-farmers-prepare-for-fsma
https://newventureadvisors.us4.list-manage.com/track/click?u=451db9b67d4b30223458ac846&id=2c7fdd795b&e=5979f5476c

Revenue by Category for 2015 and 2013

2015 | 2013
Percent Mean Median Minimum/ Percent Mean Median Minimum/
of Hubs Revenue Revenue* Maximum of Hubs Revenue Revenue* Maximum
Reporting Revenue* Reporting

Overall 113 (100%) $3,282,016 $351,000 $5,000- | 104 (100%) $3,284,632 $450,000 $1,500-
$96,000,000 $75,000,000

By Years in Operation (n = 113) (n=103)

0-2 years 30% $604,764 $172,000 $5,000- 32% $481,294 $175,000 $9,000-
$12,000,000 $6,000,000

3-5 years 31% $834,891 $370,000 $18,000- 29% $1,455,328 $571,000 $87,000-

$6,000,000 $15,000,000
6-10 years 20% $1,631,320 $509,000 $75,000- 14% $635,182 $250,000 $2,000-
$8,000,000 $3,000,000

11+ years 19% $13,580,409 ‘ $1,810,000 $17,500— | 25% $10,501,792 $1,453,000 $28,000-
$96,000,000 $75,000,000

By Legal Structure (n = 108) (n=299)

For-profit 39% $3,937,641 $1,020,000 $26,000— 49% $4,244 308 $455,000 $31,000-
$70,000,000 $54,700,000

Nonprofit 36% $1,146,641 $232,000 $5,000- 37% $833,117 $254,000 $2,000-
$13,916,000 $45,000,000

Cooperative 25% $5,232,476 $266,000 $18,000- 14% $7,257,470 $231,000 $25,000-
$96,000,000 $75,000,000

By Business Model (n = 113)

Farm to consumer 16% $1,406,687 $197,000 $5,000- | Not asked in 2013
$12,000,000

Hybrid 53% $1,074,388 $270,000 $7,000-
$16,527,000

Farm to business 31% $8,030,977 $1,077,000 $50,000-

or institution $96,000,000

*Rounded to the nearest $1,000

The chart above is a summary of revenue from partici- Tr ai ni ng
pants in the 2015 NGFN Food Hub Survey. Revenue

is shown by years of operation, legal structure, and
business model.

Common pricing models for services include:
Aggregation

91 Fee for service

f Price per unit

1 % ofsale

Di stribution

1 % ofsale

¢ Commission
Processing for
9 Fee for service

f  Price per unit
Processing for

1 Fee for service/facility rental

l

Price per unit

Foodshed Alliance

conveni

preservat

T Fee for service

Source: 2015 NGFN Food Hub Survey

(technical,

Should the organization that takes the lead on a food

hub be a mission-oriented company, it is important to

recognize the balance between mission and profits.

Mission-focused goals might be to:
f Provide competitive, high prices to small, inde-
pendent growers.

1 Support these growers in expanding their produc-
tion by providing technical assistance services.

f Promote sustainable agriculture by moving only

en

move towards organic production.

organic products and/or supporting growers to

1 Improve healthy food access by serving institu-

tiodahcustomers, retail outlets in food deserts, of-

fering low cost direct-to-consumer services, etc.
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1 Incorporate workforce development and job crea-
tion strategies.

Business Structure

There are several options for business structure of the
food hub and no single clear choice for the “best” or
“preferred” structure or operational model.

Here are descriptions of the various operational mod-
els along with sample hubs using those models.

Fo-Profit Organizations
A for-profit organization is formed to conduct busi-
ness activities while also earning a profit. The profits
earned can be used to pay operational costs and be dis-
tributed to the owners. For-profit organizations must
pay Federal or State taxes on profits. Assets of a for-
profit organization belong to the owners of the busi-
ness. If the food hub dissolves, the assets are distribut-
ed to the owners of the business, based on their level
of ownership.

For-profit organizations have many options when it
comes to financing the business and can offer inves-
tors a percentage of the food hub ownership. For-
profits may qualify for certain grants and may solicit
donations, although donations are not tax-exempt to
the donor.

Exampl eProfi FoFood

§  Cherry Capital Foods, Traverse City, MI (Multi-
Product)

1 Moore Farms and Friends, Woodland, AL
(Produce)

Nonprofit

these profits can only be used for the operation of the
organization, such as paying employee wages, rent,
and utilities.

Besides earned income, nonprofit organizations raise
funds through grants and by soliciting donations. Non-
profit organizations may qualify for State and Federal
tax exemptions, as determined by the Internal Reve-
nue Service (IRS). Donations made to a qualified non-
profit organization are also tax deductible for the do-
nor. If a nonprofit dissolves, the assets are donated to
another nonprofit organization.

Exampl es of Nonprofit

1 Common Market, Philadelphia, PA (Multi-
Product)

1 Local Food Hub, Charlottesville, VA (Produce)

Whether for-profit or nonprofit, a business can be or-
ganized as various legal entities. Corporations, LLCs,
and cooperatives are the most common choices for
food hubs.

Corporation

Corporations offer the investor (stockholder) limited lia-
bility protection. Any liability is limited to the value of
the stock held in the corporation. Corporations require
oversight by State regulatory boards, and in some cases
by the U.S. Securities and Exchange Commission. A cor-

H u b sporation has a perpetual existence. Owners can routinely

sell or reassign stock (or ownership) without disrupting
ongoing operations.

While there are different types of corporations, it is
worth considering the benefit corporation or B Corp

Or gani zat i on sasalegal business entity structure. It is a for-profit

A nonprofit organization is created “for the purpose of corporation that has sustainable principles engrained

serving a public or mutual benefit other than the pur-
suit or accumulation of profits for owners or inves-
tors.” Nonprofit organizations can earn a profit, but

For-Profit vs. Non Profit: Comparison
What's the difference between a for-profit and a nonprofit organization?
For Profit Nonprofit
Money returned to the owners Money returned to the organization

Not exempt from Federal or State
taxes

Typically exempt from Federal and
State taxes

Assets distributed to owners after dis-
solution

Assets distributed to other nonprofits
after dissolution

Funds are raised by offering investors
a percentage of ownership

Funds are raised by soliciting dona-
tions and applying for grants

USDA Running A Food Hub Volume 2
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into its business practices. For example, a B Corp
might source only fair-trade products or support a so-
cial or environmental cause. While they focus on turn-
ing a profit on behalf of shareholders, they are allowed
to make decisions and effect strategies that are not
solely based on maximizing profit. Benefit corpora-
tions are recognized in New Jersey. Eastern Carolina
Organics, Durham, NC, is an example of a benefit cor-
poration.

Examples of Corporatio

1 Capay Valley Farm Shop, Esparto, CA (Multi-
Product)

1 Sonoma Organics, Sebastopol, CA (Produce,
Cheese, Mushrooms)

Food Hub Feasibility Study
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http://cherrycapitalfoods.com/
https://www.moorefarmsandfriends.com/
https://www.thecommonmarket.org/
https://www.localfoodhub.org/
http://www.easterncarolinaorganics.com/
http://www.easterncarolinaorganics.com/
http://www.capayvalleyfarmshop.com/
https://www.sonomaorganics.com/

Limited Liability
An LLC’s purpose is to combine the limited liability for
its members usually found in the corporate structure (and
to limited partners in limited partnerships) with the pass-
through tax advantages of a general partnership (any
profits/losses pass through to the individual investor and
appear on the individual’s tax return). LLC formation
and liability characteristics are similar to that of a corpo-
ration. Necessary documents must be filed with the des-
ignated State agency. Unlike a general partnership, share-
holders are not personally liable.

Examples of Limited Li
f Firsthand Foods, Durham, NC (Beef and Pork)
1 Sprout MN, LLC, Brainerd, MN (Produce)

Cooperatives

A cooperative is a business owned and democratically
controlled by its members. Headed by a board of di-
rectors, members hold the voting power within the
business.

Equity mainly comes from the members, rather than
outside investors, although cooperatives are allowed to
raise equity from outside sources. If a cooperative
fails, the liability of each member is limited to the
amount he/she has invested.

Earnings/losses on business conducted on a coopera-
tive basis are allocated to the members on the basis of
the use they made of the cooperative during the year,
not on the basis of equity held. The allocations may be
distributed in cash or retained in members’ accounts in
the cooperative, to be distributed at a later time. Mem-
bers usually receive a combination of cash and an allo-
cation of equity.

Cooperatives increase the likelihood that farmer inter-
ests around price, product mix, buyer requirements,
etc. are adequately addressed.

The Lancaster Farm Fresh Cooperative got started by
only having five farms participating. It has continually
scaled to where now they have 300+ farms participat-
ing. They deliver to drop off locations in New York
City, Philadelphia, Baltimore and Washington DC as
well throughout Pennsylvania.

Exampl es of

1  Wisconsin Food Hub Cooperative, Madison, Wis-
consin (Produce, Value-Added)

1 Tuscarora Organic Growers Co-op, Hustontown,
PA (Organic Produce)

Foodshed Alliance
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C o mp aFagility and Gnfrastructure

There are a wide variety of facility and infrastructure
options for food hubs. It is important to plan for future
growth and flexibility in any physical assets, incorpo-
rating a long-term view of infrastructure needs.

Facilities and mode of operations include:
1 Virtual/online marketplaces
1 Bricks and mortar facilities
1 Multiple locations; sub-hubs
1 Mobile
Pop-up locations
ity Company Food
There are several things to consider in determining
type of facility, infrastructure needed and location.

Pr oxi mi t y Tobladike EaayMap®lakes.com
can plot locations of participating farms on a map to
help identify a central and optimal location.

Proximity to
help determine how easy it will be to transport product
in and out of the facility, as well as the ease of cus-
tomers accessing the business.

Vi si bil i Bighagdcan alg tudrtion as a
marketing tool for the food hub.

Level of
tural businesses, including food hubs, are seldom 9-to-
5 operations, considering the community atmosphere
when locating a potential food hub is important. De-
pending on the perception of the community, new
businesses can often face “Not in My Backyard” atti-
tudes in a community, creating barriers and obstacles
before a hub has even been established.

Z 0 n iZongng is the enactment of ordinances to reg-
ulate land use to conform to State land conservation
and development laws and the county comprehensive
land-use plan. Zoning regulations affect land use, lot
size, building heights, density, setbacks, and other as-
pects of property use.

Virtual Food Hub

Virtual food hubs, also known as an online market-
place, can lower costs for both producers and consum-
ers by automating the sales process. Internet-based

Cooper at i v efoodfhabe dfer Hdadvantage that both producers and

customers can carry out a transaction, including pay-
ments, at any time.

Distribution, or the delivery of ordered product, must
be adequately addressed within the virtual system,
making it either the responsibility of the farm to deliv-
er or the buyer to pick up, or provide some mechanism

Food Hub Feasibility Study
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https://firsthandfoods.com
http://www.sproutmn.com/
http://www.lancasterfarmfresh.com/
http://www.wifoodhub.com/
https://www.tog.coop/

WallaceCenter.org

for sellers and buyers to cooperatively share responsi- Br i ck and mortar (centr al

bility of getting the product to where it needs to go. A prototypical brick-and-mortar food hub site is a
warehouse of about 1,000 - 10,000 square feet based

Virtual food hubs can have high start-up costs due to  on functions with room to expand.

software development. They are also reliant on farm-

ers constantly updating inventory online, tracking or- ~Components may include:

ders, filling orders, and coordinating delivery with f  Multiple climate zones

buyers. 1 Coolers

f  Commercial kitchen

1

In 2014, 47FARMS, a cloud-based software solution, Refrigeration / freezer (walk-in); ideally with sub-

was developed by Supply Chain Knowledge Co. of divided compartments to provide optimum storage
Princeton, NJ, to enable commerce between farmers conditions for products that require specific tem-
and institutional buyers. Its model was to create a net- perature and humidity conditions
work of virtual food hubs in New Jersey each consist- q Dry-storage space (store materials such as boxes
ing of seven or more farms in a 40 mile radius. This and packaging, cleaning items, general-use items).
model of seven farms in a 40-mile radius was based T Office space (including bathrooms, break room)
on the premise of keeping a close connection with the T General space for reception, loading, unloading,
source of your food and the benefit of reducing carbon grading, repackaging, and delivery of fresh pro-
emissions. duce

1 Loading zone
47FARMS created an online ordering system but ap- § Paved areas for receiving and cooling, outside
peared to be lacking both a sales force to recruit and storage, parking for cars and trucks, ramps, and
engage both farms and institutional buyers. It also covered dock space
never appeared to adequately address and systematize 1 Adequate parking for staff
the delivery of product. As of the publication of this ~ § Equipment and supplies such as: equipment for

report, 47FARMS has shut down operations. washing, grading, or re-packing, forklifts, pallets,
office equipment, software for ordering/inventory
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Due to growing sales in online shopping, retailers

from big-box stores to mom-and-pop shops are shut-
ting their doors leaving empty space in New Jersey’s
malls, shopping centers, strip malls and Main Streets.

Facilities such as empty grocery stores and ware-
houses may have the basic infrastructure necessary for
a food hub (refrigeration, loading zone, etc.) as well as
easy access to major highways.

The Foodshed Alliance has been in discussion with
Dr. Jean-Paul Bonnet regarding a warehouse he owns
on Route 23 North in Franklin, NJ. Bonnet’s medical
practice is housed there and he is hoping to fill the rest
of the space with business ideas that fit with his mis-
sion, such as a community garden, a café that employs
developmentally disabled adults and a recovery center.
He hopes to install a refrigerated food storage space
and a commercial kitchen, which would compliment a
food hub in that space.

Mul tiple |dboaédsi ons;
A food hub can be organized so that multiple loca-
tions, aka sub-hubs, are aggregation points. For exam-
ple, farms can deliver their products to a larger farm(s)
in their area where the product can be sorted and sent
out for delivery.

Common Market, for example, in addition to its brick-
and-mortar facility in Philadelphia, has set up aggre-
gation points on existing farms. While not as costly as
a brick-and-mortar facility, this decentralized supply
chain requires specialized coordination and oversight.

D MONADNOCK
@2
Delivering Local Food

SCHOOLS COLLECES
RESTAURANTS ELDER|
RETAIL  FOOD CO-OPS

HARLOW FARM  GREEN MOUNTAIN CREAMERY

GREEN MOUNTAIN ORCHAR! BERRY FARM
ECHOFARM OLD ATHENS FARM  PETE'S STAND

7o
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T
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Mobil e

Some food hubs are completely mobile and operate
without any brick-and-mortar facilities at all. All
equipment needed for the hub (trucks, coolers, pallet
jacks, communication system) can, for the most part,
be acquired “off the shelf.” This decentralized supply
chain also requires specialized coordination and over-
sight.

Popp |l ocations

Some food hubs utilize existing farmers’ markets as
“pop-up” locations. The benefit is there is no perma-
nent infrastructure needed and fewer distribution
costs. Innovative approaches could get funded like in
the Community Foodworks project in the District of
Columbia.*® In New Jersey, the Millburn Farmers’
Market tried a farm-to-institution pickup and it was
not successful; buyers did not want to go to farmers’
markets to pick up produce.

Financing

S U bThe level of capital and infrastructure investment that a

food hub requires will depend on its particular business
model and plan, which may change over time, as well as
the food hub’s core activities and services, existing or
planned sales and costs, leasing versus owning opportu-
nities, and the availability of existing infrastructure
through partnerships.

There are a number of financing options available
based on whether the enterprise is to be a nonprofit,
for-profit, or cooperative.

New Jersey food manufacturers may qualify for the
Manufacturing Equipment and Employment Invest-
ment Tax Credit for the acquisition of equipment and/
or for the addition of employees due to equipment in-
vestment.

The New Jersey Economic Development Authority
(NJEDA) offers loans, loan guarantees, bond financ-
ing and more to provide access to capital to meet the
specialized needs of food manufacturing companies,
both large and small.

Skills Partnership Grants are customized training
grants that provide employers up to 50% cost reim-
bursement assistance to train employees to meet cur-
rent and future skills requirements. Since 2010, the
New Jersey Department of Labor and Workforce De-
velopment has invested nearly $10 million to provide
training assistance to more than 120 food companies.

Unlike many U.S. states, New Jersey places no per-
sonal property tax on machinery, equipment or inven-

tory.
Food Hub Feasibility Study


https://www.ams.usda.gov/sites/default/files/media/2017LFPPDescriptionOfFundedProjects.pdf
https://www.ams.usda.gov/sites/default/files/media/2017LFPPDescriptionOfFundedProjects.pdf
https://www.njeda.com/small_midsize_business

The USDA’s Value-Added Producer Grant (VAPG)*®
program helps agricultural producers enter into value-
added activities related to the processing and/or mar-
keting of new products. The goals of this program are
to generate new products, create and expand market-
ing opportunities, and increase producer income. Ap-
plicants may receive priority if they are a beginning
farmer or rancher, a socially-disadvantaged farmer or
rancher, a small or medium-sized farm or ranch struc-
tured as a family farm, a farmer or rancher coopera-
tive, or are proposing a mid-tier value chain. Grants
are awarded through a national competition. Each fis-
cal year, a notice is published in the Federal Register.

The USDA’s Local Food Promotion Program

funds the development and expansion of local and re-
gional food business enterprises to increase domestic
consumption of, and access to, locally and regionally
produced agricultural products, and to develop new
market opportunities for farm and ranch operations
serving local markets. Examples of food-related initia-
tives that received funding for 2017 can be found on
their website.”

Independent producers, agricultural producer groups,
farmer- or rancher-cooperatives, and majority-
controlled producer-based business ventures are eligi-
ble to apply for this program. The program offers
planning and working capital grants.

Planning grants are for planning activities such as con-
ducting feasibility studies and developing business
and marketing plans for the marketing of a value-
added agricultural product. Working Capital grants are
to operate a venture and pay the normal expenses as-
sociated with producing a value-added product
(marketing and advertising, some inventory and salary
expenses, processing costs).

The Fair Food Network® provides financing to good
food enterprises that support vibrant working farms
and resilient local food economies in the Northeastern
United States. They bring a unique mission-driven
lens and work with borrowers to match their needs
with the right product including loans, royalty financ-
ing, or equity investments. Enterprise qualifications
are reviewed based on mission fit, management
strength, business model, risk, and potential for finan-
cial return. Investments are offered as stand-alone in-
vestments ranging from $50,000 to $350,000 or as
part of a larger financing package. They fund enter-
prises that meet the following criteria:
1 Committed to building vibrant regional food sys-
tems in the northeastern United States
1 Incorporated in the U.S.
1 Financing needs of $50,000 or more

Foodshed Alliance
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1 Annual revenue of at least $100,000

1 One or more years of operating history

f Profitable or can demonstrate a path to profitability

f Strong, committed management team

f  Able to provide financial projections for three
years (five years preferred) including income
statements, balance sheets, and cash flow state-
ments

Crowdfunding and Cr owd
There are now dozens of specialized kinds of crowd-
funding, in addition to rewards-based crowdfunding
led by Indiegogo and Kickstarter. In 2016, the U.S.
Securities and Exchange Commission started allowing
non-accredited investors to invest in startups for equi-
ty, birthing equity crowdfunding. For the first time,
through equity crowdfunding, smaller investors can
legally invest in a piece of a start-up — actually own
shares or debt. Entrepreneurs using this method are
allowed to raise up to $1.07 million.

Government Support

A public—private partnership is a cooperative arrange-
ment between two or more public and private sectors,
typically of a long-term nature. The state of New York
saw the value in backing food hubs and playing a role
in the regional food supply chain and in 2016 allocat-
ed $15 million of the $20 million needed to build
Greenmarket’s new 20,000-square-foot food hub.

The co-founders structured The Common Market as a
501(c)(3) nonprofit and was able to get grants for cap-
ital, and also tap into low-interest loans. The organiza-
tion received upwards of $1 million in grants from the
W.K. Kellogg and Kresge Foundations, and has
worked with RSF Social Finance to fund the $1.2 mil-
lion acquisition of a 50,000-square foot warehouse in
North Philadelphia.

Leadership/Staff

Efficiently operating a food hub requires numerous
roles to be filled. In many cases, multiple roles are
filled by one employee, helping to minimize staffing
costs. Full-time staff can be supplemented with part-
time seasonal labor and volunteer staff. Research from
NGFN shows that smaller food hubs with average an-
nual sales of about $500,000 or less average two full-
time employees, two part-time employees, and three
seasonal employees. On the other end of the scale,
food hubs operating at $5 million - $10 million aver-
age 42 full-time employees and 3 part-time employ-
ees.

Potential roles include:
Gener al Manage men Orgain-d
ing, overseeing, and directing the food hub’s day-to-
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Op


https://www.rd.usda.gov/programs-services/value-added-producer-grants
https://www.gpo.gov/fdsys/pkg/FR-2017-08-29/pdf/2017-18306.pdf
https://www.gpo.gov/fdsys/pkg/FR-2017-08-29/pdf/2017-18306.pdf
https://www.ams.usda.gov/sites/default/files/media/2017LFPPDescriptionOfFundedProjects.pdf
https://fairfoodnetwork.org/projects/fair-food-fund/
https://fairfoodnetwork.org/resources/fair-food-fund-2016-annual-report/
https://fairfoodnetwork.org/resources/fair-food-fund-2016-annual-report/
http://www.communityfoodfunders.org/2016/08/bronx-regional-food-hub-becoming-reality/
http://www.communityfoodfunders.org/2016/08/bronx-regional-food-hub-becoming-reality/
https://www.wkkf.org/
https://www.wkkf.org/
http://kresge.org/
http://kresge.org/
http://rsfsocialfinance.org/
http://rsfsocialfinance.org/

day operations. In the early stages of the food hub, relevant financial information.
the function may also include some of the other
functions listed below. Bookkeepi ng ai@GeherAadmio-unt i r
istration functions such as filing, recordkeeping, tab-
Food Saf et Maiaineng complahce : ulating sales, and maintaining customer files, in-
(such as for GAP certification), including records cluding products sent and returned. This is also a
and plans, as well as readying the food hub for any role that is often contracted to an outside agency.
audits or inspections included in acquiring the certi-
fications. | T/ Web Ma nWigthemtdenfdod hub us-
es proprietary inventory and ordering software or
Sal es and Cu sAcquisiten andSde- r third-gary software to track orders, inventory, and
velopment of customers. This often includes travel — deliveries, managing a food hub’s information sys-
and face-to-face interaction with current and poten- tem’s infrastructure will be necessary. Depending
tial customers. It is preferable to hire someone who on the food hub’s reliance on software, it may be
already has connections with buyers. more efficient to contract for these services.

Ord&aking and Cust Serve r Gd md rea laSelealbantions of the food hub
as a contact point for customers wishing to purchase will fall under the category of general labor. Product
products from the food hub. This includes receiving reception, storage, handling, repacking, and ful-

and organizing orders from customers, either by filling orders are all examples of such activities.
phone or online, and communicating availability General cleaning and maintenance of food hub facil-
and promote the purchase of additional volume. ities is also necessary. Other functions may also be

necessary depending on the individual food hub.
Ma r k e tDé¢velog branding and create mar-
keting platforms such as website and social media. Pr oduct Mov e me n OnceproductH a n ¢
Support sales staff and build community awareness. arrives at the food hub, it will require general move-
ment and storage or preparation for aggregation and
Producer / Pr oduc tGoadinat€ oodheér activitied.t i o n :
supply for orders and address any logistics or supply
chain issues affecting the ability to fill orders and Mai nt e e foadéub facility will require
make timely deliveries. Individuals in this role typi- regular maintenance. Depending on the level of
cally interact with producers on a daily basis, both ~ equipment used, these activities may be performed
face to face and through other forms of communica- by the food hub’s general labor staff. Should the
tion, helping to avoid large oversupply or undersup- food hub use special equipment, additional staff,
ply of product, based on seasonal changes. maintenance contracts, or employee training may be
necessary.
Transportati oRlanamidoorlio gi sti cs:
nate product pickup and order delivery routes and
schedules. This position is chiefly responsible for
ensuring that products are efficiently delivered in a
timely manner.

Pr oduct Ifpioduders gre not responsible
for dropping off their products at the food hub’s ag-
gregation point, this function entails coordination
with producers for scheduling product pickup.

Order Ful fil | m®diveryprodd
uct; includes loading, unloading, and delivering
product to customers, as well as fueling the truck,
cleanup after the delivery is complete, and light ve-
hicle maintenance.

Fi nanci al Setiedunding gndhttack

Photo by Rob Yaskovic
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Findings and Analysis

Suppliers

Farming in New Jersey:
Statewide and Regional Statistics

New Jersey has 9,071 farms as of the most recent
USDA 2012 Census of Agriculture.*' There are 3,482
farms in Sussex, Warren, Morris, and Hunterdon
counties; 38% of total farms in New Jersey.

The USDA Census of Agriculture defines a farm as
“any place from which $1,000 or more of agricultural
products were produced and sold, or normally would
have been sold, during the year.” In New Jersey, if a
property of five acres or more that sells more than
$1,000 in ag products (anything from corn silage to
firewood), it is eligible for a farmland assessment tax
break.

Therefore, it is important to understand that the USDA
Census of Agriculture includes in its statistics farms that
don’t feed directly people, including commaodity crops,
such as soy, corn and hay, Christmas trees, nursery/
floriculture, sod and equine farms. While it is true under
this definition that New Jersey has 9,071 farms (as of the
2012 Census), the actual number of food-producing
farms is significantly lower.

The USDA Census categorizes farms by what they
produce and does not distinguish food producers from
producers of non-food products. Part of the difficulty
is that many farms are diversified (one farm can grow
vegetables, hay and Christmas trees, for example).

The chart below indicates the number of farms that
produce food in NJ. These numbers most accurately
describe the supplier market for the food hub.

Food and agriculture comprise New Jersey's third
largest industry. The total value of agricultural prod-
ucts sold from New Jersey farms in 2012 totaled
$1.043 billion (over $891 million for crops including
nursery and greenhouse crops, and over $116 million
for livestock, poultry and their products).

Morris, Sussex, Warren, and Hunterdon counties
have a combined market value of $205,452,000
($150,000,000 for crops and $54,676,000 for live-
stock.)

In the southern part of the state, farms tend to be larg-
er and focused on wholesale markets. In the north,
farms tend to be smaller and are primarily direct-to-
consumer through on-farm sales, farmers’ markets,
community supported agriculture (CSAs).

Farms by size

(acres): NJ |HunterdgriMorrigSussepVarre
1to9 2,237 313 115 ] 191 | 150
10 to 49 4,221 727 174 | 424 | 362
50 to 179 1,790[ 319 63 | 197 | 187
180 to 499 541 61 11 56 60
500 to 999 182 16 10 13
1,000 + 100 11 0 7 12

As indicated in the chart on the following page, the
total market value of crop sales in these four counties
is 17% of statewide value. However, livestock sales is
a significant 47% of statewide sales.

Number of Farms Producing Food in NJ and in Regional Counties

: . Meat | Sheep & Hogs &| Cattle & Milk | Organic
Veg | Nuts | Fruit | Berrieg Poultry Goats| Lamb | Pigs Calves | Cows| certified
NJ Total 1127| 38 516 101 1549 | 581 819 298 1224 127 43
Hunterdon 100 10 68 11 311 101 209 47 234 17 6
Morris 61 1 42 11 75 19 46 17 36 2 1
Sussex 80 57 2 212 62 89 46 207 32 4
Warren 58 3 51 11 155 59 101 39 181 30 1
TOTAL
4 COUNTIES| 299 15 218 35 753 241 445 149 658 81 12
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Statewide vs. Regional Farm Statistics

Sussex Warren Morris % Hunterdon
Sussex % of NJ Warren % of NJ Morris of NJ Hunterdon % of NJ
# of Farms 885 10% 784 9% 366 4% 1,447 16%
| Neresiin 61,033 9% 72250 | 10% 14,458 2% 96,025 13%
'Farms
‘Avg. Farm
‘ 69 87% 92 116% 40 51% 66 84%
‘Acreage
‘Market
‘Value of
Products $18,654 2% $91,205 9% $28,387 3% $67,206 7%
‘Sold
($000)
Crop Sales o o -
1(3000 $11,590 1% $54,622 6% $27,206 3% $57,319 6%
Livestock
Sales $7,064 6% $36,543 31% $1,181 1% $9,888 9%
($000
USDA 2012 Census'

Leading NJ Agriculture Sectors

New Jersey is a National Top-Ten Producer

of Fruits and Vegetables

5367M in fruit and 2017 Statistics Produce Rank Production Prod. Value Acres
vegetables
5355 7M in nurserg/ ‘ eggplant 2nd 14.8 million Ibs $44.01 million 650
. greenhouse/sod
‘ peaches 2nd 42.2 million Ibs. $44.01 million 4,700
593.3M in field crops
’ cranberries 3rd 56.9 million Ibs. $16.45 million 2500
®
565.7M in poultry and egg:
.’ spinach ath 30.7 million Ibs. $9.47 million 2,200
sq6M in equine
//" asporagus 4ath 5.6 million Ibs. $12.42 million 2,000
S 2 2 M in dairy
. beil peppers 4th 63.3 million Ibs. $35.90 million 3.00

https://findjerseyfresh.com/facts/statistics/
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Farmer Survey Results What do you grow or raise on your farm?

(select all that apply)

Which are your most important priorities
for your farm? (select all that apply) 50.00%

70.00% - 40.00% -
60.00% - 30.00% -f
20.00% -
50.00%
10.00% - l = Rel
40.00% 0.00% -+ > : - o N . -
o o & D
& F &S

& 4 N
30.00% = & S & &
N & P o F
20.00% &N & &
O A

QO‘) c,b < ‘\Q

10.00% & & o
< ° ©

0.00%

Largersales More stable New customer Other (please Foodshed Alliance Farmer Survey 2017
volumes sources of income markets specify)

Foodshed Alliance Farmer Survey 2017 ()yr online survey results showed that:
f More than 50% of those surveyed grow or produce

58% of those surveyed in the Foodshed Alliance some kind of meat/poultry/livestock.

Farmer Survey identified “more stable sources of in- ¢ Nearly 43% grow vegetables.

come” as a top priority, followed by “larger sales vol- ¢ 300 produce eggs.

ume” at 45% and “new customer markets” at 33%. 1 More than 22% grow fruit.
o . . . 1 20% produce grains.

“Other” priorities included: “growing within our lim- ¢ 1704 produce dairy products.

ited time available for management;” “develop repeat ¢ 79, produce a value-added product.

customer base;” “increase customer base;” “value add-

ed to identify and differentiate our products.”

What percentage of your overall
product does not get sold?

What are your greatest challengesin Answer Cholces Responses
expanding your market? (select all that 0% 33.61%
apply) 1% - 10% 31.09%
650.00%
50.00% N% - 25% 20.17%
o0 26% - 50% 10.08%
20.00% %
10.00% o 51% - 100% 5.04%
0.00% - ) ) TOTAL
& & & . \{& ._&&, & . {é\
& @&?@ @‘\Q & &,\*‘t’ ‘ﬁe’b & Foodshed Alliance Online Farmer Survey 2017
..;&S‘ 'ab [}C\c \(\‘?5? ) (\Q} &\6@ \e?&
A A R 4&‘\? One-third of farmers surveyed sell all that they pro-
« & & X S X
duce. Two-thirds have at least some product that does
Foodshed Alliance Farmer Survey 2017 not get sold.
7% _Of thos.e surveyed online were inFerested in ex- Some products have more excess than others; all have
panding their markets; 23% were not interested. at least some excess and could be considered for the
‘ ‘ . ‘ food hub as prime products or as imperfects (pending
Of those interested in expanding their market: other factors such as labor required to get product off
T 52% cited “finding and engaging with new buy- the field). The following percentage of farms had at
ers” as a top challenge. least something left unsold:

1 35% cited “advertising/marketing” or “business T 96% of farms that produce fruit

planning.” 1 85% of farms that produce vegetables

10% cited “distribution lines.” 1 71% of farms that produce eggs

Respondents that answered “other” cited la- T 65% of farms that produce meat/poultry/livestock
bor/”’finding good employees” as a challenge. T 36% of farms that produce dairy

f
f
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What are the reasons you have product
that does not get sold? (select all that

apply)

40.00% -
35.00%

IR TR

25.00%
20.00%

We have moreWe cannot sell Product is left We =ell allwe Other (please
quantity than  imperfect on the field produce specify)

15.00%
10.00%

we have product
buyers

5.00%
0.00%

Foodshed Alliance Online Farmer Survey 2017

A food hub could help farmers sell excess produce,

based on some of the top reasons it is not sold.

1 More than 40% have more quantity than buyers; a
food hub could help with this.

1 More than 25% have imperfect produce; this may
be an opportunity for the food hub to create a val-
ue-added product or process a less than perfect
product.

T Almost 15% stated that “lack of workers” is the
reason product is left on the field.

f  Another respondent in our survey clarified that
product was left on the field because “there is a
very small local market and productions are not
large enough for large scale distribution.” In addi-
tion, one of the farmers at the Foodshed Alliance
Farmer Roundtable said that he sometimes must
leave apples on the field because “there is not a
market to sell to.”

What do you do with any excess product
(select all that apply)

45.00%
40.00%
35.00%

30.00% -
25.00%
20.00%

15.00% -
10.00% -
5.00% -

= - i

Donate to  Sellto food
soup kitchens  producers
or charities

T
We have no  Other (please
EXCESS specify)

Nothing;
product goes

to waste product

Foodshed Alliance Online Farmer Survey 2017

Many farmers currently donate excess food to soup

kitchens or charities.

. More than one-third currently donate excess prod-
uct to these sources. In addition, farmers who se-

Foodshed Alliance

Page 32

lected “other” used excess product to feed their
families or their animals.
1 Less than 10% let the product go to waste.

If you do not sell to institutions, why not?
(select all that apply)

M Rg

Foodshed Alliance Online Farmer Survey 2017

More than one-third cited “less profit selling whole-

sale” as a reason they do not sell to institutions.

1 One of the farmers at the Foodshed Alliance
Farmer Roundtable stated that if selling to whole-
sale, he would “have to sell at 80-90% of retail” if
he was “going to make a living.”

1 Another farmer at the Roundtable balanced the
cost of scaling up with profit, stating that she “may
not be able to scale up if there is only a 1-5% pre-
mium.” The “cost to go offsite to deliver is too
much.” Currently she has people come to her
which is very easy.

Photo by Rob Yaskovic
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While about a third are not interested in selling to in-
stitutions (and 39% don’t have enough product cur-
rently), a food hub can address other issues.

1 Just over a third cited less profit selling wholesale.
However, the correct food hub strategy could ad-
dress this.

1 About one-third said they “don’t have the connec-
tions or time to sell” and over 11% cited
“distribution ability.” This is something a food
hub can help with.

There was interest in the services a food hub could

offer.

1 Marketing/promotion, distribution, and value-
added production were most often cited, each with
over 30% interest.

Foodshed Alliance

Which of the following services would be
of most interest for your business? (select
all that apply)

40.00%
35.00%
30.00%
25.00%
20.00%
15.00% -
10.00%
ol HRe
5 et & Q- o B 3 ™
()\\“Q’. @bba & b\>‘° ewi-?‘ [<a & S Q’# é',\‘d
A S £ & & &R
& GF «-}d. ‘b“é\ & & & dz‘\\ & e?‘"a
&‘?} b‘:’é‘ KCES b‘;}\ .b{*e' & & ‘@
& s
o & & F & T ¢ &
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Farmer Roundtable, November 2017
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Findings
Buyers

Interest in Local Sourcing
All but one of the respondents in our buyer survey are
currently purchasing local products from New Jersey.

Do you currently purchase produce,
meat, dairy, or other items sourced from
New Jersey?

120.00% -

100.00%

80.00% -
60.00% -
N Responses
40.00%
20.00% -t
0.00% -+ L —
Yes No

Source: Foodshed Alliance Institutional Buyer Survey 2017

When asked where they purchase local food from,
respondents to our buyer survey provided a wide ar-
ray with over 30 sources: Profeta, Bobolink, Alstede,
Ironbound Farm, The Foraged Feast, Blue Moon
Acres, Fossil Farms, Brick Market, Melicks, Roam-
ing Acres Farm, Goffle Road Poultry Farm, Ledge-
wood Farm, Race Farm, Pittenger Farm, Catalpa
Ridge Farm, Totten Family Farm, Hackettstown
Livestock Co-op, Cream O Land Dairy, Zone 7, Har-
vest Drop, Ordille, Lancaster Cooperative and
ShopRite.

Foodshed Alliance

How interested would you be in buying
from a new source that specializes in
distributing aggregated products from

NORTHERN New Jersey?

45.00%
40.00%
35.00% -

30.00%
25.00% +
20.00% - B
[
15.00% - Responses
10.00%
i | '

0.00%

Extremely
interested

Neutral Very
Interested

Somewhat
interested

Not at all
interested

Source: Foodshed Alliance Institutional Buyer Survey 2017
The respondents from the institutional buyer survey
indicated that there was an interest in buying from a
new local food hub.

Interest in a Food Hub, by type of buyer

No | Some Very | Extremely
Type of Buyer [interes interest| Neutral interested interesteg
Distributor - - 50% - 50%
Grocery Store| - - 33% 33% 33%
Healthcare - 18% | 9% 45% 27%
Meal Kit Servige - - 100% - -
Restaurant (chajn) - - 50% [ 50% -
Restaurant
(independent)| - 36% | 9% 36% 18%
School (ngpublic) - - - 33% 67%
School (public] - - - 50% 50%
Valueadded fodd
processor - - 50% - 50%

Source: Foodshed Alliance Institutional Buyer Survey 2017
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All buyer segments expressed interest and can be
considered as potential buyers.

Restaurants

Schools (public and non-public)

Grocery stores

Healthcare Organizations

Distributors

Value-added food processor

Home delivery meal kits

=A =4 =4 -4 -4 -8 -9

Products Buyers Want from Food Hub

VEGETABLES

Tomatoes 87U
Lettuce and leafy greens 83U
Corn 809
Peppers 809
Potatoes 779
Pumpkin/Squash 709%
Asparagus 67%
FRUIT

Apples 809
Peaches 77%
Berries 70%
Melons 70%
Cherries 60%
OTHER

Herbs 70%
Honey 53%
Soybeans 37%
Garlic 67%
Other 13%
DAIRY

Cheese 67%
Milk 57%
Yogurt 50%
ANIMAL PROTEIN

Eggs 73%
Chicken 60%
Beef 57%
Pork 509%
Turkey 47%
Lamb 30%
Goat 20%
Duck 20%
Rabbit 17%

Foodshed Alliance Food Buyer Survey 2017
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Survey respondents indicated interest in procuring a
wide range of local product, ranging from seasonal
vegetables and fruit most in demand. However, ani-
mal products—eggs, cheese and meat—were also of
interest to half to almost three-quarters of survey re-
spondents.

Which of the following northern New
Jersey processed products would you be
most interested in buying? (select all that

apply)

70.00%
60.00%

50.00%
40.00%
30.00%
20.00% B Responses
10.00% - .
0.00% T T T T -

Other
(please
specify)

Frozen Canned or Tomato Freshor
jarred sauce frozen
tomatoes soups

Sliced Frozen
apples, peaches com
peaches, or berries
or melons

Foodshed Alliance Food Buyer Survey 2017

There is interest in an array of value-added products. For
survey purposes, a list was created of options for value-
added offerings based on some of the most abundant
crops noted by farmers (corn, tomatoes, apples, peaches,
berries). The most favorable items were:

Canned or jarred tomatoes (over 60%)

Tomato sauce (over 60%)

Sliced apples, peaches, or melons (over 50%)
Frozen corn (over 50%)

Frozen peaches or berries (over 40%)

= =4 —a —a 2

Would you purchase produce that is less
than “perfect” looking?

60.00%

50.00% -
40.00% -
30.00% -
20.00% -
0.00% -
Yes No

Foodshed Alliance Food Buyer Survey 2017

® Responses

Not sure

There is a market for imperfect produce. More than
50% of survey respondents would purchase produce
that is less than “perfect” looking.

With the exception of distributors, most buyer seg-
ments seem to be open to imperfect produce.

Food Hub Feasibility Study



T —— N S————— If local food were available
oWHmpo r:gufe thiﬂ'fc» ertie at reasonable prices,
. P Ll how much per week would you buy?
45.00% 0 1-10 | 11-50 | 51-100| 100+
40.00% EggS
35.00%
i (dozens) 8% 28% | 20% | 28% | 16%
25.00% 1 Dairy:
izx ; S yogurt and/gr
e | milk (gallong) 9% 43% 17% 13% 17%
5.00% - Dairy: cheege
000% . — (Ibs.) 10% | 43% | 29% | 14% [ 5%
Not at all Somewhat Neutral Very Extremely
important important important important Meat (|bs) 10% 15% 15% 15% 45%,
Foodshed Alliance Food Buyer Survey 2017 Vegetables
(Ibs.) 0% | 18% | 32% | 14% | 36%
Organic produce is somewhat important to food buy- Fruit (Ibs.) 0% 27% | 38% 8% 27%

ers but may be showing signs of cooling down.

From New Venture Advisors™: “In the regions we’ve
studied, certified organic production is often very
limited, representing less than 15% of production
among producers we survey. At the same time, buy-
ers do not typically express a strong preference for
certified organic, echoing the sentiments of A.C. Gal-
lo, president and CEO of Whole Foods: ‘Over the last
five to seven years...our customers are more interest-
ed in buying produce that’s local than organic.’ This
finding was reiterated by market research recently
conducted by The Hartman Group.”

How many units (e.g., individual
restaurants, schools) do you buy for?

I I -

11-20 More than 20

50.00%

40.00%

30.00%

20.00%

10.00%

0.00%

Foodshed Alliance Food Buyer Survey 2017
More than 80% of food buyers purchase for 10 or fewer

individual units (schools, restaurants, etc.), although
there are a few who buy for more than 20 units.

Foodshed Alliance
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Volume of demand ranged from low, medium, to
high amounts (varied by product); the majority would
buy at least some amount of product per week.

Please estimate your current total
ANNUAL local New Jersey product
purchases by checking a range below:

35.00%

30.00%

25.00%

20.00%

15.00%

10.00%

saox |- - - = I s
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Foodshed Alliance Food Buyer Survey 2017

The majority of survey respondents currently spend
$50,000 or less annually on local New Jersey products.

How much would you spend on northern
New Jersey product if available from a
new source in 2019?
35.00%
30.00% 1 -
25.00% 1
20.00% o
15.00%
=== & I i *
Z@ 7 . | . 77 X B Responses
® & & & &
‘(@;9 \\OL‘;" ‘0‘_;‘ ._p“‘ H\e Q@ 0(_;,@ . «.’,\90‘
'»\é\ 2 & 6’\ & & & &
¢ A Ay & 5\0”‘ "he'“ b‘c?\é

Foodshed Alliance Food Buyer Survey 2017
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Buyers would spend more if product was available
from a new source.

How much of a premium would you be
willing to pay for local food?

60.00% ‘

50.00% ‘

40.00% ‘

30.00%

‘ W Responses

20.00% ‘

- l

0.00% ‘ : ‘ .
0% 1%-5% 6%-10%  Greater than 10%

Foodshed Alliance Food Buyer Survey 2017
The majority of respondents (> 80%) would pay some
level of premium for local food. A food hub must charge
enough to sustain as a business but should provide a fair
price to the farmers for product.

50% of respondents are willing to pay a 1% - 5% pre-
mium, and over 25% are willing to pay 6% - 10%. A
few respondents were willing to pay greater than
20%. 18% would pay no premium.

Are you required to purchase food from
pre-approved vendors?

54.00%
52.00% -

50.00%

48.00%
W Responses

46.00%

44.00% T

42.00% -+
Yes No

Foodshed Alliance Food Buyer Survey 2017

In terms of buying process, some buyers must work
through pre-approved vendor lists. It will be easier in
the short-term to work with customers who do not
have to go to pre-approved vendors, however over the
long-run it could be beneficial to take the steps to get
on a pre-approved list.

When asked whether each buyer was required to pur-
chase food from pre-approved vendors, the overall
response was close to 50/50.

Healthcare, schools and, to some extent, grocery store
chains were most likely to have to buy from pre-

Foodshed Alliance
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approved vendors. Restaurants were less likely.

While some hospitals may be able to purchase inde-
pendently, many have to go to approved vendors such
as AFI, Performance Food Group, Sysco, or Plain-
field Produce. In either case, quality of vendor pro-
duce and pricing is critical.

One retail buyer explained: The process has evolved.
About 12 years ago, there was little freedom in-store
to work with a farm or local producer on their own.
You had to go through regional guy and general di-
rective was had to be big enough to supply all stores.
Then, about five years later, after some of the Mi-
chael Pollan books, the stores were more empowered
to source locally - each store had their own “forager.”
Now it is swinging back, and the regional foragers are
now more global as they try to consolidate buying
power. There are a few exceptions where small farms
deliver directly to a couple stores.

Most public schools buy through distributors, not
with individual farms. There are extensive USDA
procurement procedures and a lot of regulations.

Individual restaurants (not chains) seem to have free-

dom to order what they want.

How important are the
following attributes?

Competitive pricing 80.00%

Quality and consistency of aesthetically appeling3.33%

Product must be extremely fresh; from farm withis3223%

Convenience: Product is delivered to me 60.00%

Support of local farmers 53.33%

Short leatime; able to place order and get delive50.00%

Quantity of product 40.00%
Year round availability 40.00%
Unigue product 20.00%
Other 3.33%

Foodshed Alliance Food Buyer Survey 2017

Survey respondents were asked to select their top 5
most important attributes. Overall, pricing (80%),
quality (73%), freshness (63%), convenience (60%),
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and support of local farmers (53%) were the top five
most important attributes for buyers/survey respond-
ents. A unique product was the least important with
20% ranking it in their top 5.

What are the biggest barriers that may
prevent you from buying local New Jersey
products? (select the TOP 3)

B Responses

Foodshed Alliance Food Buyer Survey 2017

In terms of barriers, the top three issues were high
pricing (consistent with the prior question asking
which were their most important priorities), difficulty
in getting local product year-round, and “other”
which yielded a variety of random requests.

Do you require GAP (Good Agricultural
Practices) certified products?

50.00% -
45.00%
40.00%
35.00% 4
30.00%
25.00%
20.00%
15.00% +
10.00% +
5.00%
0.00%

® Responses

Yes No Not sure

Foodshed Alliance Food Buyer Survey 2017

There is a mixed response as to whether GAP certifi-
cation is required.

How far would you travel to pick up local
product?

50.00% +
40.00% +
30.00% 4
20.00% ® Responses
10.00% - .
0.00% -+ T T - T T

1-10miles 11-20miles 21-30miles 31-S50miles

O miles-
product must
be delivered

to me

Foodshed Alliance Food Buyer Survey 2017

The majority need product delivered.
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Recommendations

Need for a Food Hub

Based on the findings of this study, the Foodshed Al-
liance has concluded that 1) a food hub that aggre-
gates and distributes farm food could help strengthen
the farm industry in New Jersey by giving farmers
easy access to institutional buyers to fill the need for
locally grown, fresh healthy food and 2) there is both
need and opportunity in northern New Jersey for the
establishment of a food hub.

In going forward in the development of a food hub,
there are several “best practices” cited in research
sources such as the Hudson Valley Food Hub Study,
New Venture Advisors, and National Good Food Net-
work. We strongly recommend making these best
practices foundational in the food hub’s development.

1 Launch with “anchor” buyers and sellers.

1 Ifneeded, provide initial assistance to farms with
food safety and obtaining necessary certifications.

 Create strong systems for inventory management,
quality control, and customer service as they are
the minimum requirements for food hub survival.

1 Market products as high value and source-
identified with a connection to the farms that pro-
duce them.

f Address the challenges of seasonality.

1 A high-quality staff with an entrepreneurial atti-
tude is critical. Involve leadership that has the
necessary business experience and skill for long-
term business success; vision and passion are not
enough. In start-up phase, hire staff with multiple
skill sets.

1 Partnerships can be beneficial in areas such as
distribution and grower expansion.

1 Be diverse and flexible in order to meet the de-
mands of the marketplace. Be willing to change.

1 Do not underestimate financing needs. Lack of
funding will constrain growth.

1 Develop systems, forms (order forms, contracts,
etc.), and training materials early in the startup
process. Lacking these documents can cause inef-
ficiency and take time to produce correctly.
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1 Break development into phases, allowing new
elements of the project to be created as demand
warrants and capital dollars become available.

Recommendations are presented in three phases, each
approximately one year long. Each area of the food
hub operation is addressed for each phase.

Phase 1

Suppliers
We recommend starting with five to ten “anchor”
farms within a 15-mile radius of each other.

During Phase 1, select farms to meet buyer demand
based on strengths and specialties, (for example, a
farm that is known for apples). This will establish a
strong brand reputation for the food hub.

When selecting producers, make sure no one farm is
responsible for more than 20% of food hub sales.
This will minimize the risk if any one farmer has
challenges with production.

In order for the food hub to be efficient as it begins
operations and not have to spend time repacking from
a bulk bin, it would be ideal if the these farms would
be “wholesale ready” and do field packing at the
farm.

It is expected that, in Phase 1, the food hub will be
primarily purchasing excess prime product (what
farmers aren’t currently selling direct to consumers or
wholesale) as well as imperfects (which may be cur-
rently being donated to food pantries or plowed un-

der).

From the beginning, frame the food hub as a
“network weaver.” Both farmers and buyers are part
of a network and deal with challenges together. Par-
ticipants build relationships, as farmers and buyers to
get to know each other. Farmers will know where
their food is going and buyers will know the farmers
who produced it.

Clearly articulate how the food hub creates value for
producers and develop evidence to support this value
proposition. The value proposition may include sup-
port services to suppliers that its competitors do not
offer (for example, we are an aggregation site con-
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veniently located in in northern New Jersey, we can
sell your excess products, we can provide favorable
payment terms or higher prices paid, we save time, we
provide co-marketing services, we provide GAP train-

ing).

Since the Foodshed Alliance was launched in 2001, it
has worked to strengthen sustainable farming in New
Jersey and can assist in recruiting farms for the food
hub. Recently, as an example, the Foodshed Alliance
team introduced about 10 farms to Pomptonian Food
Service, which was looking for New Jersey farms to
provide fresh local produce to schools.

During Phase 1, farmers, buyers and food hub man-
agement should actively anticipate year 2 and beyond
in planning for ramped-up production to meet antici-
pated demand.

Buyers
During the start-up phase, develop a small core of in-
stitutional buyers or “anchor customers” (5 — 10 ini-

tially) who are willing and able to purchase from the
food hub.

For maximum efficiencies in the early stages of opera-
tion, buyers should be within 20 miles of the each oth-
er and the farms. They should be “clustered” together
as much as possible. One distributor recommended a
benchmark of delivering $3,000 - $4,000 worth of
food per hour to attain the economics of distribution.

Target customers that have the lowest threshold of en-
try. For example, independent restaurants, unlike
chains, tend to make their own buying decisions and
have the freedom to work with a food hub. Another
market is private schools which tend to have fewer
restrictions (price, vendor choice) than public schools
and they can be an excellent market for whole fruit
and other product that does not require processing.

Limiting the types of buyers in the beginning will al-
low hub staff to understand buyers’ needs and develop
systems to accommodate them (for example, certain
customers might have smaller orders but require more
frequent deliveries; some buyers may have different
payment terms requiring customized financial proce-
dures). In Phase 1, there will be trial and error and
learnings should be documented before moving to new
markets and procedures.

The Foodshed Alliance is willing to facilitate discus-
sion with independent restaurants to come on board as
anchor customers. Foodshed Alliance has strong rela-
tionships with more than 20 chefs who have partici-
pated in farm-to-fork events. These chefs have demon-
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strated a commitment to local sourcing, and many
have provided helpful feedback in the research for this
study.

In addition, the Foodshed Alliance could facilitate dis-
cussions with schools such as Blair Academy, which
has collaborated to bring local food into the campus.

Hungry Harvest*” in Maryland is a company that sells
“ugly produce” in a reduced-cost CSA model. Hungry
Harvest stated it is very interested in obtaining food
from New Jersey and would send a truck to pick up
product. They also may pay a small fee per case to
help a farmer get product off the field. As of Decem-
ber 2017, they had over 10,000 active subscribers for
their produce delivery.

Value-added producers that transform raw produce
into products such as sauces or jam are also prospects
for imperfects.

Services
Launch with core services only: aggregation, distribu-
tion, sales and marketing.

A foundational component of the food hub will be its
ordering and product management system. The chal-
lenge, of course, is selling perishable products whose
availability and pricing is highly volatile, and manag-
ing suppliers with varying levels of ability and desire
to utilize technology.

At the outset, the food hub can operate with a manual
system that basically gathers a list of available prod-
ucts from participating farmers once or twice each
week and emails the list to customers. Customers can
then email or call in their orders to the food hub. After
delivery, invoices are manually generated, sent to cus-
tomers. Once the food hub is paid, payment is sent to
farmers.

Clearly, this system can be streamlined using available
technologies and the food hub in Phase 1 should strive
to adopt these systems as soon as they can be afforded.
Off-the-shelf and customized systems are available;
Wholesome Wave and New Venture Advisors pub-
lished a Tech Guide for Food Hubs™ to assist food
hub managers in determining their requirements and
finding the best solutions.

Once product is ordered, food hub personnel must ar-
range for the product to move from farms to the cus-
tomers. Farmers and producers should be wholesale
ready and pack the product on the farm.

Deliveries can be done by hub personnel with a hub
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truck, or it might be possible to contract with farmers
to coordinate deliveries using their vehicles and driv-
ers.

It is critical that, even with a small staff in Phase 1,
one person should be dedicated to the sales function
to establish strong relationships with the anchor cus-
tomers.

In Phase 1, the food hub should intentionally develop
its brand as resources permit. It is critical the food
hub brand, such as “North Jersey Food Hub,” is used
when reaching customers. However, products should
maintain the branding of the farms from which they
came. In Phase 2 and beyond, the brand should be
further strengthened as additional investment be-
comes available.

To support the brand in Phase 1, the food hub should

institute a simple website where both farmers and in-

stitutional buyers can get more information. Once an

online ordering system is established, the website can
act as a portal to the ordering system.

The food hub should also take advantage of social
media channels like Facebook and Instagram. The
food hub should also include its information on
FindJerseyFresh.com, LocalHarvest.com, and other
sites that list agricultural sources.

Phase 1 should include Food Safety and Good Agri-
cultural Practices Training for food hub farmers and
should be offered annually. This training can be orga-
nized by the Foodshed Alliance, which hosted a ses-
sion for 22 northern New Jersey farmers in January
2018. Prior to this training, New Jersey Agricultural
Experiment Station staff, who run the training, found
it difficult to recruit farmers in the northern part of
the state. Partnering with the Foodshed Alliance
proved to be a successful strategy in recruiting local
farmers.

Product s

Begin with five to 10 products across no more than
three categories. Produce, meat and eggs are recom-
mended for the initial phase.

Meat and eggs are recommended in order to have at
least one product that can be offered year-round.

In order to engage farmers without asking them to
increase production for a start-up food hub, start off
with excess prime product, or product that is within
current production volumes.
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Imperfects can be considered if institutional buyers
indicate an interest in procuring it. It is not necessary
to include certified organic in Phase 1, as there
doesn’t appear to be a strong demand for it.

Because it is recommended to start with farmers who
are “wholesale ready,” each farmer’s product will
stand alone; the hub would not be bundling or consol-
idating at this point. It is important to build up a repu-
tation for each participating farm and prime product
as the hub starts.

Val-Added

Creation of value-added products is not recommend-
ed during the initial phase of the food hub; however,
there may be secondary options to consider that
would allow the team to learn more about the process
without directly engaging in it:

1 Sell product (prime or imperfects) to a value-
added producer, such as a tomato sauce producer.

1 Work with an organization such as Wakefern to
create and market a co-branded product. Wake-
fern is very experienced in product development,
pricing and marketing and they are very support-
ive of local.

Facility and |
Phase 1 can begin with a minimum of infrastructure,
if resources are limited, such as an office where staff
can work and handle sales, marketing and logistics,
equipped with computers/tablets and cell phones.

Unless funding is secured, it is recommended that
Phase 1 utilize a decentralized model which requires
little or no permanent facility for product. As dis-
cussed in the Findings section, this can mean con-
tracting farmers to deliver product, instituting sub-
hubs on farms where product can be delivered and
picked up, etc. This decentralized model requires a
great deal of coordination by staff but can keep costs
within reasonable levels for the first year.

Revenue model

While the majority of food-producing farms in south-
ern New Jersey are larger and primarily sell whole-
sale, farms in the northern half of the state are smaller
and largely do direct-to-consumer sales through farm
stands, farmers’ markets and CSAs.

The addition of a food hub in northern New Jersey
would allow smaller northern farms to diversify their
sales by reaching a currently untapped market, insti-
tutional buyers.

Food Hub Feasibility Study

nfrastructu



There is a significant difference between what farm-
ers can charge consumers versus institutional buyers.
Many of northern New Jersey’s smaller farms do not
currently sell wholesale because they can get better
prices going direct to consumer (even though cost of
sales are probably higher).

The food hub’s challenge will be to strike a balance
that provides farmers a fair price for their products
while meeting the budget requirements of the institu-
tional buyers. Critical in this equation is getting both
sides to see the value in this proposition: the buyers
see the value of paying a fair price for farm-fresh lo-
cal healthy food and the farmers see the value of get-
ting paid a fair price for food sold through a stream-
lined supply chain.

The simplest way to begin might be to have farmers/
producers to set a price for the product and then add a
margin sufficient to cover food hub operations.

Evident in our findings, sales price to buyers should
typically not exceed 10% over what they would pay
for “non-local” products. Most buyers said they
would pay between a 1% - 5% premium for local
products, and chefs from independent restaurants may
pay slightly more.

Assessing pricing as a balance of supply and demand
is a key component of Phase I.

Financing

A public-private partnership could be the best option
to move the food hub forward and strengthen New
Jersey’s agricultural foundation.

No matter what the business structure the food hub is,
it should take full advantage of all of the opportuni-
ties available through the USDA and other agricultur-
al support organizations. Although highly competi-
tive, funding is available for food hub ventures.

As the annual Locavore survey shows, New Jersey is
under-represented as a beneficiary of federal agriculture
support programs. This can be remedied by strong pro-
posals for funding and reaching out to New Jersey’s fed-
eral representatives to make them aware of the dire need
to rebuild our local-food infrastructure.

Similarly, outreach is needed to make New Jersey’s
leadership more aware of the need to support the farmers
who produce our food. New York, Vermont and other
states have financially supported the development of
food hubs, realizing that they drive economic growth
across the board as well as promote health and wellness
through the distribution of healthy food.
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Leadership and Staff
In Phase 1, start with a small team of one or two peo-
ple with the possible addition of a volunteer.

The ideal leader/general manager will have an entre-
preneurial attitude, related business success, a broad
base of food-hub related skills, and the vision and
passion to drive the project forward. It cannot be
stressed enough that selection of the right lead person
is critical. This person may be performing multiple
functions (i.e., aggregating product from area farm-
ers, distributing product to buyers, and marketing and
sales) and will responsible for learning and fine-
tuning the optimal strategies, tactics, and procedures.

Suppliers
After Phase 1, the food hub can consider expanding
the number of farmers up to 20 or so.

Buyers

In Phase 2, expand the number of customers up to 30
or so, and the distance to 40 miles of the aggregation
site.

Small, independent retail stores generally have mod-
est requirements and need smaller quantities appro-
priate for a Phase 2 operation.

Online companies such as Fresh Direct like to pro-
mote that they offer local brands. This company may
be a good target to start with as they currently offer
some New Jersey products (a small amount compared
to other states).

Co-ops such as Mountain Lakes Organic Co-op and
Purple Dragon Co-op can be considered as they tend
to order weekly and may be looking to supplement
current sources. Note, however, that they may require
organic produce.

Expand to include regional distributors that may wish
to purchase from a food hub (and vice versa). Zone 7
and Harvest Drop are potential customers for a varie-
ty of products. Discussions with both companies indi-
cated that that is a willingness to talk; partnerships are
often formed with the end result being to please the
end customer.

Foodshed Alliance may be able to make connections
with value-added food processors that participate in
its farmers’ markets. The New Jersey Department of
Agriculture has also said it is willing to make intro-
ductions to value-added manufacturers looking for
Jersey Fresh products. The Organic Food Incubator in
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Bloomfield is also willing to make introductions to
value-added food processors. Rutgers Food Innova-
tion Center is also a source of value-added food pro-
cessors. Another category to consider is craft bever-
age producers who may be looking for products to
use for flavoring.

There may be opportunity to service school’s Summer
Meal programs (Summer Food Service Program-SFSP)
and child and adult meals (CACFP-Child and Adult
Care Feeding Programs).

Services
Product aggregation increases to three to four times
per week.

A small bricks-and-mortar site may be considered as
an aggregation point for this phase. However, keep in
mind that spending the dollars to lease, buy, or ar-
range a site could prove costly if initial anticipated
volume falls off, and if product procurement is sea-
sonal (then having a site that sits idle with equipment
not yet paid for will quickly become a problem).

If the facility includes a commercial kitchen, the food
hub may offer light processing such as washing, bag-
ging, or chopping.

Distribution options could expand to partnering with
Zone 7 or Harvest Drop if a mutually beneficial ar-
rangement can be made. If business supports invest-
ment in a truck for the food hub, the organization
should use it as a branding opportunity.

The branding process can be formalized and the food
hub will work to educate and galvanize its customers
and clients, educating them about the need to pay a
fair price for the products. This is long term, incre-
mental work but is not implausible. The steady
growth in the organic food market for over two dec-
ades and the rapid expansion of “food consciousness’
even into small rural communities demonstrate that
people’s eating and buying habits can change to their
own advantage and that of local farmers.

b

Consider incorporating Jersey Fresh into the food
hub’s branding, especially if participating farms are
part of the Jersey Fresh program. Jersey Fresh brand-
ing would only be applicable to product that is Grade
A, so imperfects could not be included. In addition,
the NJ Department of Agriculture could help make
introductions to buyers or value-added manufacturers
are looking for Jersey Fresh products.

Business and marketing training could be added as
fee-for-service options, pending interest by farms.
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Consider GroupGAP training in addition to individual
farm training. A group of food hub farmers would
share the cost of certification and would certify as a
group with each farm receiving a GGP certificate.
However, the entire group is liable for each farm’s
compliance. Additional details can be found at:
https://www.ams.usda.gov/services/auditing/

groupgap

Product s

Consider expanding product line to dairy and grains,
and organic. The number of products can be increased
to 20.

Val-ageded

Consider development of a value-added product by
outsourcing to a co-packer. Although it is simpler
than producing at a new food hub, there are still a lot
of details and planning. A good reference document
can be found at The Balance Website.*

There are many co-packers available in New Jersey,
and Foodshed Alliance can make an introduction to
Organic Food Incubator in Bloomfield who has made
tomato sauces, hot sauces and other products (using
both organic and conventional product). Organic
Food Incubator can also assist in recipe development
if needed although that may limit the taste profile.
They would order all ingredients, labels, jars, caps
and the like. They would create the product and
charge the food hub a price per unit.

The New Jersey Food Processors Association is also
a very good resource. Its manufacturing member
companies represent all facets of the New Jersey food
processing industry, including meat and poultry, sea-
food, dairy products, cereals and grain products, fruits
and vegetables, value-added agricultural products,
specialty foods, and prepared foods and beverages. In
addition, its associate members companies represent
food packaging and ingredient suppliers, food indus-
try equipment providers, service providers, consult-
ants, quality assurance laboratories, chemical and
sanitation companies, distribution and shipping firms,
and other suppliers.

Facility and I
Assuming the initial food hub offers limited physical
services and aggregates only a few products, it can
begin to consider limited facility infrastructure. A
small warehouse (1,000-4,000 sq. ft.)—owned, rented
or borrowed space—would be appropriate and some-
times can be supplied by food hub farmers. While
some hubs maintain long-term storage facilities,
many use a “just-in-time” distribution approach that
minimizes the need for storage and cooling space.
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Food hubs that use larger spaces often rent or lease
excess space to producers or other entities for storage
to help offset costs.

Leadership and staff
Team expands based on functions and resources.

Phase 3

Suppliers

In Phase 3, the food hub can consider expanding the
number of farmers up to 50. Ideally, the food hub will
pull from all four counties (Morris, Sussex, Hunter-
don and Warren) as there should be more than one
aggregation site at that point.

Buyers

Expand to 40+ customers statewide, keeping in mind
a need for concentration of customers by focusing on
the more densely populated counties in the region:
Morris, Passaic Essex, Union, and Bergen.

The food hub could also make a concerted effort to
reach out to “food deserts” in Newark, Camden and
other urban areas that have a dearth of fresh local
food, targeting bodegas and farmers’ markets.

In Phase 3, the food hub can reach out to institutional
buyers (public schools, healthcare, correctional facili-
ties) with the most restrictive requirements (market
pricing, GAP certification, negotiated contracts, ap-
proved vendor lists, etc.) Consider discussions with
Gargiulo’s Produce (or current DOD contract award-
ee), Pomptonion Food Service, or Sysco’s Fresh
Point program. Foodshed Alliance can also make in-
troductions to large employers such as Crystal
Springs Resort and Newton Memorial Hospital.

Services
Aggregation and distribution increases to five to six
times per week.

In-house value-added processing can be considered.

Product s

Over time, the food hub will offer a more diverse and
complete the product mix. Once a predictable sales
volume has been established, it may be appropriate
for farmers to increase production/add acreage to
meet the product demand.

Val-aeded

Consider producing value-added products in-house,
purchasing products from farmers and selling the
food-hub branded finished product.

Facility and |
As the food hub grows and provides more services—
such as aggregation of multiple products, grading,
packing, sales, and delivery—it may require a larger
warehouse, equipment, and other infrastructure. The
food hub may require a medium-sized warehouse
(5,000-10,000 sq. ft.) that includes sufficient room for
truck parking, loading, product storage, dry goods
storage, and cooling capacity. When a food hub ex-
pands or begins to offer other services—such as light
food processing or freezing—supplementary ware-
house space and additional equipment are often nec-
essary.

Former grocery stores can also be considered at this
stage, as they tend to have the needed infrastructure
(kitchen, loading docks, etc.).

As the food hub customer market expands statewide,
additional sub-hubs in other parts of the state can be
considered. The Foodshed Alliance can make intro-
ductions to Tri-County Cooperative Auction Market
in Hightstown as a possible partner.

Foodshed Alliance
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Summary of Phased Recommendations

The following chart summarizes our framework for a
phased approach. This is meant to serve as a place to
start, as priorities may change based on who takes the
lead of the project, as well as goals and strategy for the

An approximate budget for the first year based on the
following Phase I assumptions is approximately
$200,000 which consists primarily of labor costs for
two people, office space and technology, and leasing

operation. In addition, decisions will be fine-tuned based  of a delivery truck.
on further research, which is recommended.
Phase | Phase I Phase l1lI
Suppliers
Farmers#s 5-10 10-20 20-80
Location Within 15 mile radius of each| Within 20 mile radius of aggr¢daithin all four target countieq
other tion site
Buyers
Number 5-10 10-40 40+
Type Restaurants (independent) | Add: Add:
Private schools Restaurants (all types) Retailers (all types)
AExcess pr odulclndépendemtrgbadersi e s | Corporate Dining
Online retailers Meal Kit Services
Food cops Institutions (Schools, healthcfre,
Regional distributors correctional)
Valueadded food processors | Consumer
Education/summer programs
Location Within 20 miles of each othern aiithin 40 miles of aggregationStatewide
the farmers site
Services
Aggregation Yes- pickup 12 times per wedkYes- pickup 34 times per wegkYes- pickup 57 times per wegk
Storage No Yes Yes
Light Processing No Yes Yes
Processing for Preservation/ | No Yes- outsourced Yes- possibly done at food hyb
Valueadded
Sales Yes Yes Yes
Marketing Minimal Yes Yes
Ordering process Inventory lists emailed or ordgi@rglering software Ordering software
software
Distribution Yes- using hub vehicle Yes-our own vehicle or partngiyes- our own vehicle or partner

with a distributor

with a distributor

Distribution Frequency

1-2 times per week

3-4 times per week

5-7 times per week
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Phase |

Phase Il

Phase Il

Servicegcontinued)

Branding

Temporary food hub branding Yes- cobranding food hub, fa

and farm (but no labeling negq

déebsey Fresh (with labeling)

nY,es- cobranding food hub, fa
Jersey Fresh (with labeling)

m,

Business and Marketing Trainihtp

Yes

Yes

Technical Training (GAP Traipivigs Yes-and consider GroupGAH Yes- and consider GroupGAH
Commercial Kitchen No Yes Yes
Products
Categoryunprocessed or Produce Produce Produce
minimally processed Meat Meat Meat
Eggs Eggs Eggs

Dairy Dairy

Grains Grains
Categoryorganic No Yes Yes

CategoryPrime (excess or ne
production) or imperfects

WEXcess prime + imperfects

Excess prime + imperfects

Ramp up production for prim
imperfects

Consolidated or individual far
products

individual

Individual + Consolidated

Individual + Consolidated

Quantity

5-10 products

10- 20 products

20+ products

Valueadded Production

Valueadded products

No

Yesi outsourced (additional
research on product required

Yes- possibly done at food hy
) (additional research required

b

Facility & Infrastructure

of

Type None required Small bricks & mortar (low or|ricarger bricks and mortar with
cost) or a farmer hub possible sufubs

Location n/a Within 20 miles of farms and c&sch location within 40 miles
tomers farms and customers

Revenue Model

Pricing % of sale TBD TBD

Financing

Funding Source TBD TBD TBD

Leadership

Team Size 2 employees; 1 volunteer 3-10 employees 40+ employees
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Next Steps

The Foodshed Alliance will share this report with stakeholders throughout the state. Expected outcome will be
the emergence of a workgroup to coordinate and carry out the work described below, including development
of the action plan, which should include:

il

Define business goals and choose a business model that best fits the interested stakeholders. Explore finan-
cial models and funding options that fit the chosen business model.

Review all findings and Phase I recommendations from this report; conduct additional research to refine
assumptions as needed.

Develop a budget for years one through three.
Engage anchor farmers and customers and select initial products.
Develop a strong business plan. Evaluate project impacts (jobs, farm income, economic multiplier, etc.).

Develop a strong competitive distinction, not only for the food hub, but that will help to prioritize the agri-
cultural industry in New Jersey.

Investigate and secure financing, including options for public-private support.

Begin hub activities and reevaluate services for efficacy and efficiencies. Maintain demand (buyer) focus
throughout, if the hub products are not meeting the buyers need then changes need to be made.

Monitor industry related resources and updates:

i Continue to participate with Wallace Foundation and participate on NGFN webinars

i Be on lookout for 2017 Census of Agriculture, expected to be released in February 2019. https://
www.agcensus.usda.gov/ This is an update to the last census conducted in 2012.

i Consider purchasing reports from the economic development organizations for each county. For in-
stance, the Morris County Economic Development Corporation has may datasets available. Their ESRI
and EMSI databases provide a wealth of information on various industries including food. They can
also analyze the number of businesses within an industry through Hoovers.

Research all legal and regulatory issues and monitor updates on specific issues:

i Watch for the passage of the 2018 Farm Bill.

i Watch for launch of The Food Safety Modernization Act Produce Safety Rule in 2019.

i Monitor immigration reform as it may impact farm workers.

i Monitor de\gglopments in New York State and any further developments from the NYS/NYC Regional
Task Force.

Take advantage of new marketing opportunities:

i Make sure the food hub is listed on the Agricultural Marketing Service Food Hub Directory. The direc-
tory is relatively new and will be used by buyers of local food, potential food hub farmers/suppliers,
lenders, researchers and more. https://www.ams.usda.gov/local-food-directories/foodhubs
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