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Local Food

Est. $8.7B in local food 
sales in 2015
(USDA NASS 2016)
• 167,009 U.S. farms and 

ranches 



Local Food
Substantial investments made 
via Farm Bill to support local 
and regional food systems:
• >$1Billion 2008-2014
• >40,000 local and regional food 

business infrastructure projects
• 2014 Farm Bill tripled funding for 

marketing and promotion of local 
foods

• >$500M in 2015



BUT, agents were asking for 
evidence of these patterns 
and for support in helping 

guide producers’ market 
channel decisions



Profit Margin Increases with Farm Size

But, are there 
strategies producers 
can choose  that 
counteract this 
trend for scale?



Documented consumer willingness to 
pay a premium for local food

Low et al. 2015



Enhanced Availability of Farm Level Data

• Farm Management Associations, Farm Credit and other 
partners have recognized the importance of financial data for 
decades
– Yet, availability of data varied by type of farm

• We use data sets that now allow us to segment out farms 
participating in direct and intermediated markets
– And within subsamples, we can divide further into quartiles, as there 

may no longer be an “representative” or average producer
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Farm Direct to 
Wholesale

-Institutions (Farm to 
School)

Farmers Markets
-Local customers
-Customers searching    

for multiple goods
-Restaurants

CSA
-Informal production 
contract with households

Roadside Stand
and Online Sales
-Loyal customers
-Targeted 
visitors/tourists

Farm Direct to 
Wholesale

-Restaurants
-Institutions

-Specialty retail Multi-Farm CSA 
-Restaurants
-Institutions
-Specialty retail

Food Hubs
-Restaurants
-Institutions

-Specialty retail

Traditional 
Distributor

Conceptual 
Framework



Market 
typology 

advantages 
and 

disadvantages

Fact sheet: 
http://webdoc.agsci.colostate.e

du/DARE/EDR/EDR15-01.pdf

Market Orientation Customers Managerial Control Pricing Power Market Volume 
Potential

Roadside Stand and 
Online Sales

Local, traveling and 
national households

Full control High Low to high

Farmers Markets Local households, 
travelers

Full control High Low to medium

CSA Local households Full control Medium Low

Farm Direct to 
Wholesale

Local, independent 
businesses, institutions

Full control Medium Medium

Multi-Farm CSA Local households and 
businesses

Shared control Medium Medium to High

Food Hubs Local businesses and 
institutions

Shared to limited 
control

Medium Medium to High

Traditional Distributor All buyers Limited control and 
pricing power



There is a likely tradeoff 
between volume of sales and 
two key management factors:

1) Managerial control retained 
by producers

2) Pricing power of producers 

Is there an “optimal” place on 
continuum for an operation?



What pricing power 
do farmers have in 

local food channels?
The example of 

farmers markets…

Reports archived at: http://wr.colostate.edu/ABM/marketreports.shtml. 



Rationale-why is this important?
• Farmers markets are business incubators for farm 

(and food) businesses
• Difficult to obtain:

– Local and regional pricing information
– Signals regarding types and timing of new products in 

markets around the state
• FSA, USDA loan programs and bankers with diverse 

lending portfolios can better understand how pricing 
dynamics may impact farmers’ revenue streams

• Whole farm revenue insurance requires product 
pricing data
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Overview & methodology

Farmers markets (2011-2018):
• 15-20 markets reporting weekly 

around the state. Expanded to 
include farm stands in locations 
where farmers markets are not 
as prevalent.

• Focus on fresh fruits and 
vegetables, meats (2 cuts each 
species), eggs, honey.

• 100+ products. 
• Trained enumerators record 

pricing information in common 
units. Supervisors proof data.
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Number of 
unique products 
offered at each 
market (2017)
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Product differentiation is important

1. USDA Certified Organic
– Carries USDA NOP certification

2. Other certifications
– No pesticides, herbicides, hormones, 

antibiotics…(1st party)
– Food Alliance, Animal Welfare Approved, 

American Humane Certified, Certified Naturally 
Grown (3rd party)

3. Non-certified
– Conventionally produced



Tomatoes-certifications command higher prices 
(mean price/unit, all markets, 2017)

Small, cherry Slicer, plum Heirloom

USDA Organic 5.11 3.12 4.83

Other certification 4.88 3.69 5.32

No certification 4.44 3.21 5.03

Average retail 3.44 1.65 3.84 
Denotes mean prices by product that are significant at 0.05 by production practice

Average retail 
price, all 
practices (USDA, 
AMS)

$0.00
$1.00
$2.00
$3.00
$4.00
$5.00
$6.00

Cherry (pint) Slicer (pound) Heirloom (pound)

USDA Organic Other certification No certification



Greens-USDA Certified Organic has become 
a differentiator (mean price/unit, all markets, 2017)

Kale/bunch Arugula/bag Lettuce/head Mixed greens/bag

USDA Organic 3.81 6.64 3.65 6.32

Other certification 3.49 4.98 2.98 4.89

No certification 3.02 4.48 3.23 4.27
Denotes mean prices by product that are significant at 0.05 by production practice

$0.00
$1.00
$2.00
$3.00
$4.00
$5.00
$6.00
$7.00

Kale/bunch Arugula/bag Lettuce/head Mixed greens/bag
USDA Other certification No certifications
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USDA Certified Organic provides premia for 
meat products, 2014-2017

-40%

-20%

0%
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40%

60%

2014 2015 2016 2017

Ground beef Beef ribeye Chicken eggs
Pork chops Slicing cucumbers Heirloom tomatoes
Arugula

52%

33%

25%
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For some products, farmers market 
pricing may pose a constraint over time

1.00
2.00
3.00
4.00
5.00
6.00
7.00

No certification Other cert. USDA Organic

Boulder Farmers Market, Heirloom Tomatoes by 
Certification, 2015-2017

2015 2016 2017

Changes in average prices 
2015-2017

Farmers
market

Ave 
retail

No certification 9% 21%

Other 
certification 2% --

USDA Organic 3% 7%

Source: https://www.marketnews.usda.gov/mnp/fv-home for average retail prices (from Weekly Advertised Fruit & Vegetables Retail Prices)

Pr
ic

e/
lb

https://www.marketnews.usda.gov/mnp/fv-home


Ground beef prices-little variation in 
response to retail market prices

Pr
ic

e/
lb
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Average price/lb., ground beef FM & retail

Boulder Durango Longmont Union Station Pearl Street Retail

Market
Coefficients 
of variation 

(2017)

Longmont 0.0%

Union Station 2.3%

Boulder 2.5%

Durango 3.0%

Pearl Street 3.2%

Retail 10.2%

Source: https://www.marketnews.usda.gov/mnp/fv-home for average retail prices (from Weekly Advertised Fruit & Vegetables Retail Prices)

https://www.marketnews.usda.gov/mnp/fv-home
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Range: $4.79 - $9.95 

$25

Range: $5.25 - $28.21 

Producers use different pricing strategies depending on product



Our composite basket of products 
ranges from:

• $2.94 in southeastern Colorado, to 
• $7.81 in south Denver metro, to 
• $8.65 in western Colorado
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Key takeaways

• Certifications often command a higher price point, but type is 

inconsistent

• Place matters (size of market, product diversity)

• Markets may provide buffer from fluctuations in retail prices but,

• Consumer expectations about prices may limit farmers’ price 

adjustment in response to changes in input costs or external factors



There is a likely tradeoff 
between volume of 
sales and two key 
management factors:

1) Managerial control 
retained by producers

2) Pricing power of 
producers 

Is there an “optimal” 
place on continuum for 
an operation?



Mixed Evidence of Farm Performance:
Local food producers grew less between 2007 and 2012, 

but more likely to have ‘survived’

Low et al. 2015



Market Channel Assessments
USDA Federal-State Marketing Improvement Program Grant

• Funders and partner organizations include:



Market Channel 
Assessments

Matt LeRoux, Cornell Cooperative 
Extension of Tompkins County
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• Collect logs of all marketing labor (from harvest to 
sale) for one typical, peak season week.

• Collect gross sales & mileage for the week.
• Collect ranking on lifestyle & risk.
• Collect weights for each ranked category.

Why labor logs?
• Labor is the largest marketing expense.
• Consistent unit and format.
• Operators tell hired help to complete the forms.
• Each employee filled out their own sheets.

Methodology



Labor logs

Note that we start with HARVEST. Assumption that production labor 
requirements are not market dependents. 
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Methodology

• Use data to rank and compare channels:
• Profit (gross sales – (labor + mileage cost)
• Labor hours required
• Sales volume

• Also use farmer ranking for :
• Risk perception (financial risk, lost sales, etc…)
• Lifestyle preference (enjoyment, stress aversion)
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Producer quotes: 
• “This report gives me concrete information on the hours I’m spending, and will be really helpful 

for developing my business plan.”
• “We know restaurants are not a productive avenue for us, and this report accurately reflected 

this.”
• “It is good to see that benchmark to help us set a goal to be above that 50th percentile.“
• “This report really got me thinking about why I am selling in certain areas.”
• “What I noticed with the farmers’ market is that it takes a lot more out of me. It makes the day 

after pretty rough. It is tiring, but it is also rewarding.”
• “The information you’ve given me is helpful to try and sort out differently. It gives me an idea of 

where I can put more effort and tweak things.”
• “It is pretty enlightening and very interesting. It wasn’t what I expected, and we learned 

something here.”
• “This will help me think of it [the market] differently or better.”
• “The work you’re doing really validates what we are doing as farmers.”



Included in the report: 

• Labor hours required per marketing channel, 
divided between harvest, processing & pack, 
travel & delivery, and sales & bookkeeping. 

• Information is also broken down by 
employee to help farmers better 
understand labor efficiency and allocation. 

• Gross sales per market channel compared to 
total labor cost.

• Marketing profit per market channel.
• Sales and gross profit per labor hour by 

channel.
• Preliminary statewide benchmarks 
• Final channel rankings integrating the weights 

discussed above.
• Recommendations to support improved farm 

profitability, by market channel. 
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All MCAT 
Participants



Profit Margin Percentiles, 
Direct Channels
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Profit Margin Percentiles, 
Intermediated Channels
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Sales per Labor Hour Percentiles, 
Direct Channels
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Sales per Labor Hour Percentiles, 
Intermediated Channels
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Percentage Distribution of Labor by Marketing Activity, 
Top (75th Percentile) and Bottom (25th Percentile) Performing Channels, 

All Channels
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Farm Sales and 
Expenses per Acre, 
Primary Greenmarket 
Farms and FCE Ag Retail –
Farm Market

Greenmarket FCE Ag Retail

Category Mean ($/acre) Mean ($/acre)

Total sales 15,388 24,326
Variable expenses:
Hired labor 4,098 6,791
Fertilizer and lime 383 206
Chemicals and pest control 119 259
Fuel 1,025 353
Seeds and plants 1,046 450
Freight and trucking 483 185
Inventory purchased for resale 0 5,954

Total variable expenses 7,154 14,198
Gross margin 8,235 10,128

Fixed expenses:
Taxes 640 402
Insurance 360 597
Rent and lease 1,170 661
Repairs and maintenance 1,710 790
Utilities 295 350
Interest 57 374
Other 1,154 2,988

Total fixed expenses 5,385 6,163
Total expenses 12,539 20,361
Net margin 2,849 3,965
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USDA Nationwide Data
Financial Performance Implications of Local Food Enterprises
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USDA AMS sample of Local Food Producers, Farmers 
and Ranchers, 2013

• 2013 Phase III ARMS data

• Nationally representative 
survey that targets about 
30,000 farms, providing 
annual, national-level data 
on farm business



The Role of 
Labor and 
Other Variable 
Expenses

Source: Bauman, Thilmany, Jablonski 2018



Methodology: Profitability implications of local food 
marketing strategies

• We divide the sample into quartiles, segmented by profitability
• Profitability is defined as return on assets.
• A % representing the net income made per dollar of assets invested in a farm, 

common competitive returns for industry are 10-15%
• For segments: Quartile 4-best performers, Quartile 1-lowest performers

• Provides benchmark information for comparisons across 
groups and time (as more years become available)

January 2018Financial Performances of Local and Regional



Profitability 
by Scale and 

Channel

Source: Bauman, Thilmany, Jablonski 2018



Profitability 
by Scale and 

Channel

Source: Bauman, Thilmany, Jablonski 2018
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Profitability 
by Scale and 
Channel
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Profitability 
by Scale and 
Channel

Key takeaways
• Local food system participants can be profitable at 

any scale (even the smallest producers)
• But scale does matter in the choice of appropriate 

marketing strategies and the portfolio of channels. 
• Farms with direct and intermediated sales vary greatly 

in terms of profitability

• Intermediated sales are correlated with higher 
profitability at every size class when compared to 
producers with only direct-to-consumer sales. 
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Financial 
Benchmarks 
for Local Food 
Producers 
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Financial 
Benchmarks 
for Local Food 
Producers 
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Financial 
Benchmarks 
for Local Food 
Producers 
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Profitability 
by Scale and 
Channel

Key takeaways
• Labor costs are a relatively higher share of total 

costs as operations grow in scale. 
• As operations grow, the hours, skill and expertise 

needed to manage responsive supply chains increases.
• The highest performing farms generally have the 

highest asset turnover ratios.
• Farms are highly effective in using assets to generate 

sales. 
• Debt usage is bi-modal with the best and worse 

performing farmers using relatively more debt. 
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Efficiency Analysis Approach
• Focused on ROA rather than output based on the nature of the data

• Challenge given the number of nonpositive profit farms
• Complements other work focused on quartiles, with this work focused on 

those performing in top two quartiles

• Focus on costs may be inappropriate in a business model focused on 
quality differentiation and customer service

• Allows for interactions among costs

• Allows us to focus on scale, but allow other important factors to be 
revealed

• Complements USDA ERS work on implications of scale and structure
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Three Specifications of Seminal Model

Gross cash income and marketing channel
Only marketing channel
Only gross cash income
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Key takeaways
• Many local food producers could increase profitability by 

improving their efficiency 
• Changing their relative investment in labor, production inputs, and 

land.
• Not surprisingly, scale has the largest impact on financial 

efficiency among direct market producers.
• Managing variable and not fixed expenses is the key 

managerial focus for direct producers to achieve profit 
efficiency. 

• Land ownership is not a determinant of efficiency. 
• The choice of market channel was not shown to have an 

impact on efficiency.
• There are many different choices a producer can make in terms of 

where they choose to sell their product and remain efficient.  



Wage rate for 
local food 
producers, U.S.

Key takeaways
• Average wages are slightly higher in metro 

areas ($26 vs. $23 and $21 in metro-
adjacent and nonmetro, respectively), there 
are no significant differences.

• Given the substantial literature that focuses 
on persistent wage gaps between rural and 
urban places (e.g., Marré 2017; Young 
2013), this finding is unexpected.

• Shows potential for those who see local 
food systems as one strategy for rural 
economic development. 

Source: Jablonski, Bauman, and Thilmany under review



Local food markets involve strengthening 
rural-urban linkages

Denver Mayor 
Michael Hancock set 
the city’s 2020 
sustainability goals:

Acquiring at least 25 
percent of food 
purchases through 
Denver’s municipal 
government supply 
chain from sources 
produced entirely 
within Colorado.



Highlights and Looking Ahead

• There is evidence that direct and 
intermediated markets are one 
strategy to can even the playing 
field for smaller producers

• However, scale still improves 
efficiency and profitability

• There is a large share of farms 
with very poor performance
– Typical of business churn?

• We will continue to mark against 
these benchmarks
– Across years
– Across regions/rural vs. urban
– Across commodities
– Mix of marketing channels

• Show progress in sector as policy 
and market dynamics change



Integrating 
findings into 

Extension 
programming



Integrating 
findings into 
Extension 
programming



Evaluate if Farm to School programming 
results in profitability outcomes for farmers 

and food supply chain businesses.

• National analysis using 2013-2016 USDA ARMS 
data
– Focused on financial analysis using return on 

assets as measure of profitability
– Includes market channel portfolio, location, 

and farm to school policy variables
• Approximately 5% of sample does some type of 

local food markets
– Observations with missing local foods data 

points were dropped, but over 67,000 
observations remain

Farmer Pete, Georgia
Credit: National Farm 
to School Network
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