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Abstract

Intermediated markets are relatively new market channels that have the potential to expand
local and regional food systems while increasing the viability of small- and medium-sized
farms. The intermediated channels comprise a short supply chain linking farmers with con-
sumers through the use of intermediary such as a distributor or supermarket. In many
instances, these supply chains embed social or environmental values, such as supporting
local farming. In this paper, we examine the current state of knowledge about the interme-
diated market channel. The first source of knowledge consists of data from federal and private
sources. Next, we review a selection of the published literature focusing on farmer use of inter-
mediated market channels in the USA. The main intermediated channels include direct to
institutions, such as schools and hospitals; food hubs; and direct to retail. The paper finishes
by raising questions about future of intermediated markets, based on the findings of the lit-
erature review and data.

Introduction

To a large extent, consumer preferences are driving the interest in local and regional food sys-
tems. Today’s consumer wants to know the source of their food, seeks transparency regarding
production and wants to eat healthier foods. Local and regional food systems are uniquely
poised to fill this emerging market, as they are built on many of these same tenets. In addition
to providing consumers with the type of food they desire, local and regional food systems con-
tain opportunities for small- and medium-sized farms (Feenstra and Hardesty, 2016; Knigge
et al., 2016). The popular view of local and regional foods centers on direct-to-consumer
sales, most often through farmers markets, community supported agriculture, farm stands
and other direct-to-consumer outlets. A different marketing possibility, the ‘intermediated
market channel,’ has emerged along with growth in consumer demand for locally and region-
ally produced foods, defined by USDA as sales made direct to restaurants, institutions or to
regional food aggregators (Low et al., 2015). Expansion of intermediated market channels
may prove beneficial for small- and medium-sized farms, by facilitating access to the growing
market for local foods.

Intermediated market channels link farms with consumers, who make their purchases in
locally and regionally based food retail stores, schools, hospitals and other outlets. The market-
ing chains are generally regionally based and are shorter than the typical conventional food
supply chain (Low and Vogel, 2011). Some intermediated market channels are described as
‘Value-Based Supply Chains’ (VBSCs), which are supply chains configured with specific value-
based goals, such as ensuring economic stability for producers (Feenstra and Hardesty, 2016).
The success of the intermediated market channels depends on consumer acceptance and inter-
est in purchasing local foods outside of the farmers market. Evidence points to consumer
acceptance, as local and regional food sales through intermediated channels are increasing
(Richards et al., 2017). The proportion of local food marketed through intermediated channels
was 66% of local food sales in 2015 (USDA-NASS, 2016a).

Intermediated market channels are used more often by farms with annual sales above US
$250,000 (Low and Vogel, 2011). The volume produced by farms in this size category is often
both too large for direct markets and too small for the conventional, national market—the
classic problem of ‘agriculture of the middle’ (Kirschenmann et al., 2008). The firms involved
in intermediated channels are better able to accommodate the sales volumes and/or aggregate
the production of several farms to meet the needs of their institutional or other buyer. These
channels may offer opportunities for increased farm profits through an expanded market and
stabilized prices (Knigge et al., 2016).

Because intermediated markets have the potential to increase market access and the viabil-
ity of local and regional farms, there has been a recent explosion in research on the topic. At
the same time, federal data collection on the farm-level aspects of local and regional food sys-
tems, along with some aspects of marketing, has been greatly improved. This paper aims to
examine the body of research and new data, to better understand the current state of research
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considering farmer use of intermediated market channels. We
begin this review paper with an assessment of the intermediated
market channels, based on current data, which is followed by a
review of the existing literature. Finally, future research directions
are set out, based on the findings of the literature review and sur-
vey data.

Data perspective of intermediated market channels

Understanding the state of agricultural marketing channels is a
daunting task, partly because marketing channels vary across
product types, such as grains, value-added products, fresh pro-
duce, eggs and meat. As a result, studies require both significant
amounts of data and on-the-ground knowledge of the functioning
of the market channels. Until recently, the paucity of data avail-
able has been a significant obstacle to the analysis of local and
regional food system market channels. As the market for local
food grew in size, pressure increased for data and analysis of
local and regional food systems, including a congressionally
requested analysis of local food systems (NSAC, 2015). New fed-
eral and other data collection efforts have made it possible, for the
first time, to provide a systematic (although incomplete) view of
local and regional food systems.

The first, albeit limited, view of the marketing channels was
provided by the Census of Agriculture, which in 1997 began col-
lecting data on the number of farms and value of sales resulting
from direct marketing to consumers. Following this, the
Organic Production Survey, first conducted for 2008, collected
data on marketing practices of organic farms, although marketing
data have not consistently been included on follow-up surveys
(USDA-NASS, 2010). More recent data collection efforts have
attempted to better understand the extent of farmer marketing
to local and regional food systems. These new federal surveys tar-
geting local and regional foods include USDA’s Local Food
Marketing Practices Survey, conducted for the first time in 2015
and USDA’s Food and Nutrition Service’s 2013 and 2015
Nationwide Farm to School Census of local and regional foods
purchased by public school districts (USDA-NASS, 2016a,b;
USDA-FNS, 2017). Finally, a privately funded survey of food
hubs was conducted by Michigan State University and the
Wallace Center in 2013 and 2015, covering the years 2012 and
2014, which follow an earlier Wallace Center baseline assessment
of food hubs (Hardy et al., 2016). An examination of these five
datasets provides a sense of the local and regional food systems
at the farm-level and the corresponding intermediated markets
(Table 1).

Farms marketing direct to consumer

Trends in farmer use of direct-to-consumer markets can be
assessed at 5-year intervals from 1997 to 2012 (see Fig. 1). All
measures suggest that the use of direct-to-consumer market chan-
nels increased over this period. The number of farms marketing
directly to consumers increased from approximately 111,000 to
145,000 farms over the 15-year period, although growth between
2007 and 2012 was relatively flat. Farm-level sales in 1997 of US
$590 million grew to US$1.3 billion in 2012 (USDA-NASS, 2014a;
USDA-NASS, 1999). Average direct-to-consumer sales per farm
increased nearly 70% during this period, to approximately US
$9000 (USDA-NASS, 1999; USDA-NASS, 2014a). One new
piece of data was collected in the 2012 Census of Agriculture,
which reported that nearly 50,000 farms marketed through inter-
mediated channels (USDA-NASS, 2014a).

Marketing by certified organic farmers

Since at least 2002, USDA’s Economic Research Service has
reported that organic farmers use direct-to-consumer markets at
higher rates than conventional farmers (Greene et al., 2017).
That conclusion was based on qualitative data, industry reports
and anecdotal evidence since there were no official federal statis-
tics available to describe the organic sector until 2008. Yet despite
the promise of such data, inconsistencies in the data collected cre-
ate challenges for analysis. While production data are available for
5 years (2008, 2011, 2014, 2015 and 2016), marketing data were
excluded in 2016. In 2011 and 2015, exempt farms (those who
have sales of organic products below US$5000 a year) were
excluded from the data collection, while other years include
both certified and exempt farms. For 2008, 2011 and 2014, both
the number of operations and the percent of sales by market
channel are reported. For 2015, only the number of operations
is included, and for 2016, no marketing data are reported. Due
to these inconsistencies, the examination of changes in market
channels used by organic farmers is necessarily incomplete.

Using the partial data, the following two charts describe mar-
ket channel use by certified organic farms. For consistency, the
charts exclude data on exempt farms for 2008 and 2014. The
first (Fig. 2) indicates that the percent of sales sold via interme-
diated channels increased between 2008 and 2014, while the per-
cent of sales marketed directly to consumers fluctuates. Note that
the smaller farms that meet the conditions for exempt status likely
rely on direct-to-consumer sales at a higher rate than the larger
certified organic (Dimitri and Greene, 2000). Furthermore, the
number of exempt farms may be sizable. For example, in 2014,

Table 1. Available datasets covering local and regional food marketing

Dataset Coverage Years Funding

Census of Agriculture; USDA Direct to consumer, farms and sales From 1997 Federal, permanent

Organic Survey, Census; USDA Marketing channels for organic farms; inconsistent
data collected

2008, 2011, 2014, 2015,
2016

Organic Data Initiative
(Farm Bill)

Local Food Marketing Practices
Survey

Marketing data for farms selling into local and regional
food systems

2015; planned 2017 2014 Farm Act

Farm to School Census; USDA Use of local foods by schools and some procurement
data

2013, 2015 Healthy, Hunger Free Kids
Act 2010

National Food Hub Survey Financial, demographic and other data about food
hubs

2012, 2014, 2016 in
field

Private foundation
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approximately 1500 farms were organic and exempted from the
certification requirement; in 2008, the exempt firms numbered
roughly 3600 (USDA-NASS, 2010, 2015). Thus, the percent of
sales sold directly to consumers, as shown in the following figure,
likely understates the true share.

Trends in certified organic farm numbers, both total and by
market channel, are displayed in Figure 3. The 2011 data show

a decrease in the number of farms from 2008, which may be par-
tially explained by the fact that data on operations producing
floriculture, Christmas trees and mushrooms were collected in
2008, omitted in 2011, and then reinstated for subsequent surveys
(USDA-NASS, 2012). In terms of farm numbers, the percent of
farms marketing locally and regionally, including direct-to-
consumer and through intermediated channels, slightly declined

Fig. 1. Farmer to consumer markets, farm operations and sales: 1997–2012. Notes: Authors’ calculations of Census of Agriculture Data. Sources: USDA-NASS, 1999,
2004, 2009, 2014b.

Fig. 2. Marketing by certified organic farms through direct-to-consumer and intermediated channels, percent of sales: 2008, 2011 and 2014. Notes: Authors’ cal-
culations of Organic Survey data. Sources: USDA-NASS 2010, 2012, and 2015.
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from 2008 to 2014. The shift in market channel usage accompan-
ies a restructuring of the organic sector, which continued its
movement from a separate, niche market to one that is now
seen as an integral part of the national food system (Dimitri
and Richman, 2000; Dimitri and Oberholtzer, 2009).

Local marketing practices of all farms

The next significant contribution to data on local and regional food
systems focused on farm marketing practices. The 2014 Farm Act
directed USDA to conduct a special study on the marketing of
local and regional foods (USDA-ERS, 2017). The resultant data col-
lection was implemented in 2016 when the USDA’s Local Food
Marketing Practices Survey collected marketing data from farmers
for the year 2015. The results of the survey indicate that interme-
diated channel sales were valued at US$5.8 billion, which included
sales made directly to retailers, intermediaries and institutions. An
additional US$3 billion was marketed directly to consumers.
Approximately 57,000 farms sold food into the local and regional
food system through intermediaries or to institutions, and of this
amount, 24,000 farms sold directly to retailers. Approximately
115,000 farms sold directly to consumers (USDA-NASS,
2016a,b). A second marketing survey is planned as a follow up to
the 2017 Agricultural Census (USDA-NASS, 2016a,b).

Farm to school census examines school use of local foods

A separate federal effort examined the use of local foods in
schools through the USDA Farm to School Census. Unlike the
organic and local food surveys, the Farm to School Census exam-
ined the use of local and regional foods in K-12 schools rather
than farm-level production and marketing. USDA’s Food and

Nutrition service collected data for 2015 and 2013. In 2015, pri-
vate, public and charter schools were surveyed, while the 2013
data apply to public schools (USDA-FNS, 2016). The 2015 find-
ings, which covered the 2013–14 academic year, indicate that 42%
of responding school districts sponsored farm to school activities.
The most common farm to school activity reported is the use of
local foods in the school cafeteria. The 2015 census reports that
schools purchased US$790 million of local foods in 2013–14.
Approximately 40% of schools purchased directly from individual
farmers, while about 60% purchased local foods through an inter-
mediary (USDA-FNS, 2016).

Food hubs

A recent business innovation in the intermediated market chan-
nels is the ‘food hub,’ which is a business that actively markets
source-identified food products (Barham et al., 2012). Food
hubs, through their aggregation and distribution activities, are
poised to help small- and medium-sized farms gain access local
and regional markets (Feenstra and Hardesty, 2016). Food hubs
have proliferated around the nation, with at least 547 such busi-
nesses identified in 2015 (Hardy et al., 2016), markedly larger
than the 222 identified in 2013 (Fischer et al., 2013). Although
they are estimates, the numbers are suggestive of growth in the
number of food hubs.

Baseline information, growth and operational characteristics of
food hubs was collected by Michigan State University’s Center for
Regional Food Systems in 2013 and 2015, and in 2011 by the
Wallace Center (Barham et al., 2012; Fischer et al., 2013; Hardy
et al., 2016). The 2011 baseline findings were not published. At
the time of writing, the 2017 Food Hub Survey was out in the
field. Table 2 presents select information from the 2013 and

Fig. 3. Number and share of organic farms accessing local and regional market channels, by channel type: 2008, 2011, 2014 and 2015. Notes: Authors’ calculations
of Organic Survey data. Sources: USDA-NASS 2010, 2012, 2015, and 2016a,b.
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2015 National Food Hub survey, which apply to the years 2012
and 2014. The data, despite not being representative, are illustra-
tive of trends in food hubs. One finding is that while the number
of food hubs responding in 2015 was 40% greater than in 2012,
little difference in operational characteristics exists between the
2 years.

Food hubs are a key part of intermediated markets, but they
also operate as direct marketers. Direct to consumer food hubs
comprised 20% of the respondents in 2014, with 28% selling to
intermediated channels and 52% serving both direct and interme-
diated markets (Hardy et al., 2016). A significant finding is that
food hubs remain a relatively new part of regional food systems,
with about 60% of respondents reporting being in business for
5 or fewer years in 2014 (Hardy et al., 2016).

The importance of geography

It has long been understood that urban dwellers are an important
consumer base for local and regional food systems. The Local
Food Marketing survey found that the majority of farms (80%)
sold their products within 100 miles of the farm’s location and
67% of the sales were from farms located in metropolitan counties
(USDA-NASS, 2016a,b). Other research has shown the import-
ance of geography in terms of local and regional food system
development. Farms located on the West Coast are typically
located in rural settings, whereas farms in the Northeast are closer
to cities. As a result, out of necessity, 85% of local food sales on
the West Coast are marketed through an intermediated channel
(Low and Vogel, 2011). The 2015 Food Hub survey does not dir-
ectly address urban or rural locations, but the 2013 survey indi-
cates that approximately half of the food hubs were located in
counties with populations equal to or greater than 1 million
(Fischer et al., 2013). Counties with 100 or more farmers using
intermediated market channels are concentrated in the
population-dense regions of the Northeast, Mid-Atlantic and
the West Coast (Low et al., 2015). Taken as a whole, research sug-
gests that the intermediated market channels may effectively
strengthen the tie between urban consumers and regional farmers.

Methodology for literature review

A search for published research addressing farmers’ use of inter-
mediated markets relied on use of key words, such as ‘food hubs,’
‘farm to institution,’ ‘farm to school,’ ‘intermediated market chan-
nels,’ ‘regional food systems,’ ‘local food systems,’ ‘direct to retail’
and ‘value-based food chain,’ in successive Google scholar
searches provided a wide array of publications. Only studies

specifically addressing farmer use of intermediated marketing
strategies were included in this review. Studies that analyzed con-
sumer utility, willingness to pay, direct-to-consumer market chan-
nels and economic benefits of intermediated market channels
were excluded. Similarly, as the US market is the focus of this
paper, research focusing on other countries was excluded.

The resulting 41 papers (listed in Table 3) were published in
peer-reviewed journals, peer-reviewed research from USDA
ERS, conference proceedings, book chapters, and reports and
papers in the gray literature. Altogether, the papers examine the
complete range of intermediated marketing channels: supply
chains (13), food hubs (12 papers), direct to retail (eight papers)
and direct to institution (eight papers). The review is organized by
four themes: the difference between intermediated market chan-
nels and conventional supply chains; the potential for including
social value into the supply chain; the importance of farmer
prices; and challenges of fitting a new procurement ideology
into the existing business models. While other organizing themes
exist, these were selected for their contribution to our understand-
ing of how new marketing models may benefit farmers.

The literature most often describes the shorter supply chains
that make up local and regional food systems as a ‘value-based
supply chain’. As such, the phrases value-based supply chain
and intermediated marketing channel are used interchangeably.
Technically, an intermediated market channel does not require
the incorporation of values, but in practice, as shown below,
most researchers and practitioners consider the inclusion of
values to be a key part of the intermediated market channel.

Theme 1. Essential differences between intermediated
market channels and conventional supply chains

In discussing the vision of and potential benefits of intermediated
markets or value-based chains, the literature offers detail about
differences between the conventional and intermediated supply
chains. Although there are many, the main difference is the philo-
sophical perspective. At the extreme, the conventional supply
chain model rewards firms and farms for efficient, low-cost pro-
duction, and buyers and sellers are largely indifferent toward
others in the market. Independent and anonymous transactions
dominate the food system. At the other extreme, the value-based
supply chain considers social and environmental factors as equal
in importance to economic factors. In the intermediated, value-
based market, buyers consider farmers and rangers as strategic
partners, not anonymous input suppliers (Stephenson et al.,
2011). Increases in scale are obtained not by increasing the size
of an operation, but by joining the production of multiple
farms and ranches (Stephenson et al., 2011). Of course, in reality,
extreme cases rarely exist, but the contrast is a helpful way to con-
textualize the new, intermediated market along with the modern
food system.

Overall, there is a greater shared vision and shared responsibil-
ity among firms in the value-based chain, in comparison with the
conventional food system. This requires the formation of strong,
strategic partnerships, which provide benefits to all firms in the
intermediated market supply chain. Scaling strategies within the
Ohio regional food system are relationship-based (Clark and
Inwood, 2016). Good relationships were identified as a key com-
ponent of success in four Northeastern hubs (Severson and
Schmit, 2015). Informal networks are used to coordinate market-
ing efforts (Diamond and Barham, 2011). Partnerships may
include written agreements with integral partners such as school

Table 2. Select findings of the National Food Hub Survey

Attribute 2012 2014

Food hubs (number responding) 106 149

Gross revenue (millions of dollars) 322 370

Gross revenue per hub (millions of dollars) 3.74 3.27

Number of suppliers (average) 80 83

Years in business (median) 4 4

Years in business (average) 11 8

Notes: The 2015 Food Hub survey reports on 2014; the 2013 Food Hub survey reports on
2012. For gross revenues, N = 86 in 2012 and N = 113 in 2014. Sources: Fischer et al., 2013;
Hardy et al., 2016.
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Table 3. Literature reviewed, by thematic area

Value-based supply chains/supply chain

Christensen et al., (2017). Assessing market channel performance for colorado
fruit and vegetable producers

A case study of Colorado fruit and vegetable growers, which explored the use
of Cornell’s tool ‘Market Channel Assessment Tool.’ The tool aims to collect
financial and other data to allow farmers to make better marketing
decisions. The case study explored non-commodity market channels,
wholesale, farm to school and direct-to-consumer markets. They identify
four best practices in terms of recruiting farmers to use the tool, which
includes offering incentives for participations, developing relationships with
farmers, use farmer referrals and make farm visits to collect data from
producers

Clark and Inwood (2016). Scaling-up regional fruit and vegetable distribution:
potential for adaptive change in the food system

The authors consider existing food chains in Ohio and their capacity to scale
up local food production through regional distribution using existing grocery
stores, thus relying on existing infrastructure as an intermediary for regional
or value-based food produced by marginalized small or medium producers
to be efficiently distributed in a broader market. Small- and medium-sized
distributors and retailers showed more opportunity, flexibility, interest and
commitment to these reconfigured supply chains, and Ohio farmers and
distributors found more ease of entry in said small and medium retailers
than they did with large retailers. Therefore, the authors recommend that
the Ohio Food Policy Advisory Council facilitate connections among smaller
growers and distributors

Conner et al., (2011). Value chains for sustainable procurement in large school
districts: fostering partnerships

The authors consider two separated projects to connect medium-sized
farms to large school districts, in an effort to restructure the school districts
food supply chain for the acquisition of more healthy, local and sustainable
foods. They find that both schools’ food service staff were essential in
delivering extensive knowledge of the opportunities and constraints within
their schools; that local partnerships supplied key knowledge of local food
supply and assistance in overcoming long-existing problems; that
agreements institutionalized in writing helped secure complicated
relationships and that outside financial assistance may be necessary to
initiate large-scale change

Diamond and Barham (2011); Money and mission: moving food with value
and values

Considering a variety of value-based supply chain case studies, the authors
describe a set of strategies and needs of successfully restructured food value
chains. They find that: private infrastructure investment must match the
organizational stage of development and market opportunities; clear
identity preservation (based on production process, region, or quality) is
necessary for marketing; informal networks can assist logistically to
coordinate marketing efforts among farmers; non-profits may be key to
developing the value chain, but should focus on their specific skills; direct
marketing outlets may be important for creating multiple income streams,
but cannot support the majority of mid-sized farms; and strong relationships
between each link in the food chain are key to the success of these
marketing chains

Farmer and Betz (2016). Rebuilding local foods in Appalachia: variables
affecting distribution methods of West Virginia farms.

The authors find that farmers in West Virginia are more likely to use
intermediated marketing when they have lower levels of formal education,
have larger farmers and have owned their farm for a relatively long time
within the family. Farmers in this area who market through
direct-to-consumer methods tend to be less risk-averse and more concerned
with the effects on the environment, quality of food and community health
that their farming methods may have. Beginning farmers in West Virginia
tend to either use only direct-to-consumer marketing or intermediated
marketing rather than diversifying, even though a mixture of these two
marketing strategies has lower risk than using only one strategy

Feenstra and Hardesty (2016); Value-based supply chains as a strategy for
supporting small and mid-scale producers in the USA

Value-based supply chains’ primary goals are to facilitate economic viability
for producers and to ensure the supply of differentiated regional food to
consumers. They can support farmers who operate on a regional scale,
produce high quality, differentiated foods and are open to distributing
profits among partners. VBSCs improve logistical efficiency and flexibility
through long-term relationships and shared information along the supply
chain. They can benefit farmers by extracting premium prices based on
values, and providing a more flexible and transparent supply chain with
some transaction cost absorption. However, challenges (especially for small-
or mid-scale farmers) include volume requirements, regulatory constraints
(including food safety), capitalization, liability issues and managing human
resources. By aggregating, food hubs reduce distribution cost, but it is
difficult to scale because consumers demand more retailers to shop
regularly while retailers need more consumers to increase availability and
reduce costs

(Continued )
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Hardesty, et al.; (2014). Values-based supply chains: supporting regional food
and farms

Value-based supply chains aim to stabilize economic opportunity for
mid-scale farms and preserve rural economies. Mid-sized farms are good
candidates for VBSCs because of their inability to survive solely on direct
marketing, their inability to compete in the commodity market and their
importance to the structure of rural economies. VBSCs restructure local food
chains to promote social, environmental and economic values while
increasing the scale of operations and distribution. They can be more
profitable to mid-scale farmers than direct marketing as direct marketing
returns are reduced by staff time, transport and other costs. These
restructured supply chains are more likely to succeed if they have adequate
infrastructure, efficient distribution systems, year-round distribution, have
producer size diversity, or are subsidized. They are challenged by food safety
concerns, difficulty in communicating values to consumers, inability to reach
a wide enough consumer base and lack of business expertise

Hingley and Vilalta-Perdomo (2017). Roles of intermediaries in developing
resilient systems: a community approach to food micro-producers

The authors present a conceptual framework for food supply chains. They
argue that the efficiency model may not spur small producers to participate.
Transportation and transaction costs are high for small producers,
attempting to gain access to the traditional markets. They suggest that
collaborative strategies or other value-based approaches are more effective.
Changing the view to supply communities, as opposed to a bunch of
individual suppliers, reframes the problem, either as a cooperative or a
democratic structure. They suggest that a new role for intermediaries is
leadership in helping to create a bottoms-up decision- making structure,
consisting of small producers. The authors call for empirical work to
investigate the effectiveness of this concept

Kim et al. (2014). An assessment of market strategies for small-scale produce
Growers

This study considers marketing strategies of small-scale farmers, considering
the risk and returns to direct and wholesale marketing channels. Using the
prices for fresh produce at 16 farmers markets in Utah and Colorado, the
authors build a simulation to combine price, yield and market risk in order
to show expected profits of 11 different marketing options. They find that
most profitable marketing combination for risk-averse producers desiring a
stable profit is marketing 40% of output through direct marketing (in this
case farmers markets) and 60% through wholesale channels

Low and Vogel (2011). Direct and intermediated marketing of local foods in
the USA

The authors use data from the Agricultural Resource Management Survey
(ARMS) to provide the first large-scale analysis of local and regional food
marketing. They find that majority of local food sales are through
intermediary markets, even though there are far more small farms
marketing through direct-to-consumer than through intermediaries. Larger
farms tend to use intermediated markets to avoid transaction costs and
because they are able to deliver consistent volumes, while smaller farms
tend to use direct-to-consumer marketing in order to shorten the supply
chain and receive a larger portion of the price consumers pay. Successful
mid-scale food value chains are built on appropriate values of high quality,
differentiated food, value-adding stories, strategic business relationships,
transparency, logistical efficiency and effective supply chain management.
Challenges include accessing partners, structuring relationships of
transparency and trust, differentiating produce and communicating regional
value, pricing appropriately, acquiring capital, business management,
quality control, logistics systems and developing economic power for value
chain negotiations

Low et al. (2015): Trends in US local and regional food systems: a report to
congress

While producers continue to choose to join the direct-to-consumer market,
sales within this market leveled off between 2007 and 2012. As marketing
through intermediaries represents a different option for marketing food
locally, research has shown the direct to consumer and marketing locally
through grocers are complementary markets. Industry consultants
described local sourcing as a top grocer trend in 2012, which points to a
burgeoning market opportunity. Obstacles cited are inadequate availability,
inconvenience, and lack of knowledge about availability. USDA encourages
farm-to-school sourcing and increased support for intermediated marketing
channels in the 2014 Farm Bill

Stephenson, et al. (2011); Midscale food value chains: an introduction As demand grows for differentiated products, midscale food value chains are
emerging, focused on the development of strategic business alliances
among small- and medium-sized farms and other agri-food enterprises. It is
essential to retain the economic viability of mid-sized farms, as this sector is
key to the sustainability and stability of agriculture, national food security,
and rural communities. Aggregation of high-quality, differentiated foods
from different producers contributes to maintaining demanded volumes
and, combined with marketing strategies, contribute to the growth of
mid-sized farms. Stories of the producers (including people, land, and
practices) add value to marketed food, especially if transparent and trusting

(Continued )
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business relationships are maintained. Midscale food value chains are made
more effective by the strategic use of logistics (such as marketing,
aggregation, processing, distribution and accounting)

Woods et al., (2013). Local food systems markets and supply chains The authors discuss local food supply chains, pointing out that consumers
are interested in source-identified foods. For local food systems,
coordinating marketing and production remains a significant challenge.
Because marketing source-identified foods create scale diseconomies, new
business models, such as food hubs, are developing in order to improve
marketing efficiencies. Using principles of industrial organization, academics
and food industry professionals need to consider performance along the
supply chain and use meaningful measures when considering different,
innovative supply chains

Direct to retail

Abatekassa and Peterson (2011). Market access for local food through the
conventional food supply chain.

This paper examines how local food producers access conventional supply
channels, using a case study of Southeast Michigan. The analysis relies on
semi-structured interviews with retailers and wholesalers. The main findings
suggest that most significant barrier to expanding the availability of organic
food is the lack of intermediaries willing to aggregate supplies of multiple
farmers so that larger quantities can be delivered. Another finding is that
producers are relying on other outlets in addition to supermarkets and as a
consequence, the number of suppliers working with retail chains in
Southeast Michigan has decreased over time

Bloom and Hinrichs (2017). The long reach of lean retailing: firm
embeddedness and Wal-Mart’s implementation of local produce sourcing in
the USA.

The authors examine how the lean retailing model of Wal-Mart functioned
regarding procurement practices for their local produce purchases, which
are part of their sustainability initiative. The lean retailing model shifts many
logistical tasks to their suppliers, which makes possible low prices for
consumers. The study makes use of qualitative data collected from
producers that supply fruits and vegetables to Wal-Mart and those who were
recruited to supply Wal-Mart, but declined. The study found that Wal-Mart
used a hybrid approach of their existing lean retailing model, and
incorporated select aspects unique to local food marketing. This approach
created tensions regarding centralized/decentralized supply chains, the role
of intermediaries, and the standardized ‘local’ label, which was the
antithesis to what many local producers and consumers seek in local food

Colloredo-Mansfeld et al. (2014). Communities, supermarkets and local food:
mapping connections and obstacles in food system work in North Carolina

Using primary, qualitative data, the authors explore the tension between
retail food stores and local foods, or how to market local food in
supermarkets without giving up the meaning of local. They find that retailers
and consumers define local differently, and the retailer definition may
undermine the meaning of local in the eyes of consumers. The researchers
suggest that by becoming community allies, food stores can work to build
up meaningful social connections in communities. Such action may counter
store policies that disconnect people

Dunning (2016). Collaboration and commitment in a regional supermarket
supply chain

The study examines one grocery chain over a 3-year period, focusing on their
procurement of local foods from small and midscale farm enterprises. Over
the course of the study period, the number of stores buying directly and the
variety of produce purchased directly increased, as did the number of farmer
vendors. They find that conventional procurement systems are not ideal for
increasing the use of local foods. One result is that even in repeated
relationships, farmers and store buyers did not reveal a strong commitment
to the relationship, which is less collaborative and better described as
conditional. Future research should focus on other regions and other stores
with local sourcing initiatives

Dunning et al., (2015). The local food movement, public-private partnership,
and food system resiliency.

The Center for Environmental Farming Systems, affiliated with the
land-grant universities in North Carolina, collaborated with a regional food
chain to facilitate and promote the procurement of local foods to sell in the
supermarket. The study found that private-public partnerships along the
food supply chain may help promote food system resiliency, regarding
response to climate or other emergency situations. The study also found
that the conventional food system’s elaborate and efficient supply chain can
be helpful during emergencies, particularly when natural disasters disrupt
food supply distribution. However, the addition of local procurement to
supermarkets and food service companies can strengthen the system and
improve the resiliency of national and local food market channels

Gupta and Jablonski (2016). Farm impacts of farm-to-grocer sales: the case
of Hawai’i.

The research presented is a case study of the farmer-grower relationship in
two counties in Hawai’i. Using data collected from farmer surveys in 2014,
the authors estimate two models. The first is an ordered probit model
designed to analyze farmer satisfaction with sales direct to grocery stores.
The second is a tobit model estimating the grocer average markup on
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grocery products. The findings indicate that larger farms are more likely to
be satisfied with nearly all aspects of sales made direct to grocers. Farms
that are GAP certified are less likely to be satisfied with the requirements
regarding the volume of product, lifestyle preferences, risk, associated costs,
physical infrastructure, and social infrastructure. One recommendation the
authors make is to examine the impact of local food sales on the store’s
profit margin

Oberholtzer et al., (2014). Examining US food retailers’ decisions to procure
local and organic produce from farmer direct-to-retail supply chains

The authors present the first quantitative examination of the connection
between the local and organic retailing. A sample selection model is used
with data from a 2008 national survey of organic retailers to study supplier
interactions and company characteristics that influence a retailer’s decision
to procure local organic produce directly from farmers, and the rate at which
they procure these products. The results show that the number of years a
store has sold organic products and the size of the company, as well as
aspects prioritized in choosing suppliers and past problems interacting with
local suppliers, affect the outcomes

Richards et al. (2017). Retail intermediation and local foods The authors hypothesize that consumers prefer to buy local foods and
nonlocal foods at the same time. The hypothesis was tested by using data
collected from a natural experiment set up by an online retailer in Virginia.
The results of an estimated structural pricing and local content model
suggest that retailers have incentives to offer local food items as a part of
their grocery lines

Food Hubs

Agbo et al. (2015). Agricultural marketing cooperatives with direct selling: a
cooperative- non-cooperative game

The authors build a theoretical model describing a market structure, which
includes both a marketing cooperative and direct-to-consumer sales.
Farmers choose to sell either in the cooperative or on the local market. The
authors find that participation in the cooperative creates an anti-competitive
effect on the direct market, as the cooperative facilitates collusion by
making farmers somewhat interdependent. As farmers choose to sell the
same quantity as each other in the local market, limited quantity and
stabilizing prices, this collusion protects small farmers. Also, farmers deliver
more to the cooperative than when they cannot sell the produce directly,
inciting farmers to produce more

Barham et al., (2012). Regional food hub resource guide The guide defines a regional food hub as an entity that works closely with
suppliers, aggregates or distributes food, differentiates products and aims to
be economically viable while having a social mission. The report offers the
first glimpse at food hubs, including the number of operations, their
functions and their business models. Case studies of successful hubs are
provided, in addition to the challenges of operating a successful hub. A
section of the report is devoted to funding for and financing food hubs

Berti and Mulligan (2016). Competitiveness of small farms and innovative
food supply chains: the role of food hubs in creating sustainable regional and
local food systems

As small farms struggle with costs that rise toward or above their prices and
commodity production increases barriers to market entry, medium and
small farms are disappearing, leading to rural abandonment. Options such
as food hubs provide an attempt to restructure the food system through
regional value-based food supply chains focused on supply chain and
market efficiencies while retaining values of sustainable food and
community development. This restructuring focuses on value creation
(depending on quality, locality, or sustainability) or supply chain
organization (shifting from individual competition to active clustering and
cooperation)

Cleveland et al. (2014). Local food hubs for alternative food systems: a case
study from Santa Barbara County, California

In a case study of the creation of a local food hub in Santa Barbara County,
California, the authors find: that scaling up from direct marketing (rather
than scaling down from mainstream distribution) maintains control in the
hands of actors who are more likely to make decisions based on values
rather than solely profit; that structures such as quality standards, order
volumes and liability insurance assist with efficiency when scaling a food
hub; that any alternative food supply chain must evolve from current
economic and cultural situations; and that individuals restructuring a food
chain must maintain focus and motivation for the goals of the alternative
system, even if compromising in economic, organizational and physical
scale. The study similarly showed that the hybridization of direct marketing
and large-scale distributing, embedding profit maximization within
alternative supply chains, showed clear value

Fischer et al., (2013). Food hubs: definitions, expectations and realities The definition of a ‘food hub’ is evolving. While food hubs are partly defined
by a mission of handling local and regional foods, a food hub is understood
to be a business ‘plus’ something else. Defining the ‘plus’ component is
challenging. Some of these ‘plus’ categories are supporting local food
systems, supporting local agriculture, and enhancing access to healthy
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foods. The authors suggest that the term ‘commitment to place’ is a good
description for the plus activity of the food hub. In practice, the commitment
to plus is more than good intention or goodwill, but has the ability to have
an impact on the food system

Fischer et al., (2013). Findings of the 2013 National Food Hub Survey The report provides the findings of a nationwide survey of food hubs, which
was filled out by 107 hubs around the USA. The findings indicate that the
food hub was a relatively new form of business at the time, with 62% having
been in business for 5 or few years. Other findings include information on
suppliers, business form and finances. Analysis of mission statements
suggests that 11 different values underlie the work of food hubs, with the
values including topics such as profits (least common) and supporting
farmers (most common). The report also outlines challenges, opportunities
and barriers to growth

Hardy et al. (2016). Findings of the 2015 national food hub survey This report is a follow up national survey of food hubs; the number of
businesses responding increased to 149. The report updates the information
collected in 2013. One new section asks about food safety and found that
some hubs had all buyers requiring good agricultural practices or good
handling practices, while others had no buyers with food safety
requirements

Knigge et al. (2016). Food hubs: connecting farms with local and regional
markets

Mid-sized farms are more flexible and innovative in farming methods,
marketing strategies, and choosing crops to produce, giving them a
comparative advantage in the production of a diversity of products. Food
hubs, with their higher, more stable prices, aggregation, storage, marketing,
distribution and processing, can offer operators of small- and medium-sized
farms assistance in expanding their markets, stabilizing price and increasing
profits. Once secure in a stable market, these producers tend to strategize to
extend their growing season, grow a wider range of products, increase
acreage and adopt sustainable business practices

LeBlanc et al. (2014). Building resilience in nonprofit food hubs The authors conducted a qualitative study of ten non-profit food hubs in
Vermont, based on analysis of semi-structured interviews with participants
from each hub. The interviews took place in 2011. The hubs were either new
non-profits or were added to an existing non-profit organization. Other
results include the insight that farmer involvement is a key part of food hub
design. Local communities were also important in influencing food hub
development. The hubs provide benefits, such as farm to school
distribution, consumer and producer education, and food access. None of
the food hubs in the study were mature organizations, so the authors call for
research in the future to evaluate food hubs that have been in business for
longer time periods

Matson and Thayer (2013). The role of food hubs in food supply chains The authors review existing research about food hubs, noting the interest in
regional or local food as the primary impetus for food hub creation, with
other goals such as traceability, food attribute retention, energy
consumption and flavor and defined by local origin. Regionally based supply
chains often focus on social or ethical returns rather than solely on profit,
leading them to strategize around returning benefits to stakeholders,
increasing the reach of operation and providing key services to participating
producers. As food hubs scale, larger food hubs are sustained more by
aggregation and delivery than by grant funding and strategic partnership.
Overall, the food hub model responds to social values and consumer
demand by increasing access to local food production through distribution
by a shorted supply chain more flexible and able to respond to market
signals

Rimal et al. (2016). Farm income and food hub participation: farmer
attributes, attitudes and perceptions.

The authors base their analysis on a survey of farmers in south-central
Missouri, and examine the relationship between farm gross income and
stated willingness to participate in a food hub. Preliminary findings of the
study suggest that producers expressed interest in the food hub due to its
connections to local buyers, and this result was independent of farm gross
sales. More than 60% of the producers felt the food hub would allow them
to reach broader markets

Severson and Schmit (2015). Building success of food hubs through the
cooperative experience: a case study perspective.

The authors conducted four case studies of cooperatives located in the
Northeast. These businesses also fit the definition of a food hub. They find
that most farmers are located within 25 miles of the aggregation facilities,
with nearly all product sourced from within 100 miles of the facility. The
cooperatives sell at wholesale prices to a range of buyers, with grocery
stores, restaurants, processors and distributor/wholesalers buying the bulk
of product (depending on the cooperative, as some specialize in one market
channel). The authors specify best practices for aggregation, distribution,
and marketing. They point out that strong relationships among growers,
food hubs and buyers are essential to the success of the business
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Farm to institution

Becot et al., (2014). Institutional demand for locally-grown food in vermont:
marketing implications for producers and distributors.

This paper presents research on the farm-to-institution market channel in
Vermont. The analysis is based on completed surveys of 183 institutions,
which included schools, colleges/universities, hospitals, prisons, nursing
home, senior meal site and food shelves. The products purchased most
often were apples, berries, winter squash and white potatoes. Price was the
largest barrier to increasing use of local foods. Demand for local food was
based on institutional desire to support local farmers, with freshness and
quality other important factors. They suggest produce and eggs are good
products for farmers without processing equipment; farmers seeking to
break into the institutional market might consider first marketing to less
price sensitive institutions, such as colleges and senior meal sites; farmers
can add value to schools through sponsoring of farm trips or branding

Buckley et al. (2013). Social relationships and farm-to-institution initiatives:
complexity and scale in local food systems

This paper examines an empirical study of relationships in
farm-to-institution marketing in Michigan. The findings show that goal
champions often solidified relationships and were key to negotiating the
most pressing challenges of logistics and price. These relationships did not
form a linear chain, but a web of complicated linkages, often holding trust
and support as well as playing a key role in creative, flexible problem-solving

Conner, et al. (2014). The diverse values and motivations of vermont farm to
institution supply chain actors

The authors study a farm-to-institution supply chain through
semi-structured interviews, examining the supply chain agents’ values and
goals. They find that sharing goals and motivation is key to strong supply
chain growth, that for profit distributors tend to have highly profit-focused
motivations, which can affect connections and distribution of goals. Farmers
and buyers tend to be less profit-focused, but divided on the chain by
distributors. Not-for-profit distributors tended to have more similar goals to
farmers and buyers. Embedded values outside profit tended to accompany a
higher willingness to pay for local food, but the price was a key constraint
for institutions, especially schools

Conner, et al. (2016). Value chains for sustainable procurement in large school
districts: fostering partnerships

The authors consider two separate projects to connect medium-sized farms
to large school districts, in an effort to restructure the school districts food
supply chain for the acquisition of more healthy, local and sustainable
foods. They find that school food service staff were essential in delivering
extensive knowledge of the opportunities and constraints within their
schools; that local partnerships supplied key knowledge of local food supply
and assistance in overcoming long-existing problems; that agreements
institutionalized in writing helped secure complicated relationships, and
that outside financial assistance may be necessary to initiate large-scale
change

Dimitri et al. (2012). Local food in maryland schools: a real possibility or a
wishful dream?

Like many other states, Maryland is seeking new markets, such as
educational institutions, to enhance the viability of small and medium
farms. Using primary quantitative and qualitative data collected by the
research team, this paper explores the feasibility of local food in Maryland
schools. We identify the scale and socio-economic barriers to the use of
local food in schools, suggesting that policy support would enhance the
likelihood of long-term success of serving local food in schools

Feenstra and Hardesty (2016). Using a supply chain analysis to assess the
sustainability of farm-to-institution programs

In farm-to-institution markets, colleges face significant transaction costs
when sourcing locally and pay premium prices. Stakeholder balance a range
of strategies and values, such as sustainability, crop diversity, extension
methods to lengthen the marketing season, personal relationships, quality
and produce and supporting the local economy. Finding a price high enough
to support producers and low enough to be affordable to institutions is a
challenge, especially given the seasonal constraints of local production.
When considering participation in farm-to-institution markets, growers cite
lack of dependable markets, to provide consistent supply, and inability to
change prices as their main concerns, buyers consider reliability of delivery,
year-round supply, and stable prices as the main factors in choosing
producers, and distributors’ main factors are the form in which they receive
food and processing requirements

Krejci and Beamon (2014). Assessing regional farm-to-institution food
distribution systems: an agent-based approach

Through an agent-based approach, this paper analyzes food supply chains
in order to understand the impacts of farm-to-institution distribution,
assuming that emerging localized food chains will be initiated to meet
growing consumer demand, restructuring marketing and distribution
channels. The model shows that: when distributors value large volumes,
farmers are more likely to aggregate; as transportation costs increase
farmers will consolidate and coordinate transportation; fewer farms can
survive when revenues are low and operational costs are high; customer
utility is higher when customers and producers interact directly and farmers
prefer aggregation and marketing through intermediaries
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districts, as shown in Vermont (Conner et al., 2011). Strategic
business relationships can assist in decision-making, particularly
for the farmers with low levels of business skills (Hardesty
et al., 2014). Relationships among the many agents participating
in the farm-to-institution supply chain in Michigan were found
to be as important as the farmer to consumer relationship, and
as was having champion available to establish and maintain sup-
port (Buckley et al., 2013). An agent-based simulation model,
using parameters estimated from consumers and producers asso-
ciated with a food hub in Des Moines, Iowa, finds that consumer
trust in producers supplying the food hub is critical to its success
of the (Krejci et al., 2016).

Communication through the entire supply chain is also viewed
as an essential part of creating successful intermediated markets
(Diamond and Barham, 2011). In the conventional supply
chain, prices, and in some cases third-party certifications, are
the most important mechanism for information transmission. In
intermediated market channels, product information and its values
are less easily transmitted, requiring clear information exchange
along the supply chain (Feenstra et al., 2011). Sharing farmer stor-
ies with consumers may encourage them to buy local food, under-
stand what they are purchasing and perhaps most importantly, pay
a price premium (Feenstra et al., 2011). The stories add value to
the agricultural products sold through intermediaries, as they dif-
ferentiate the products based on quality, locality of production,
sustainability or other attributes (Berti and Mulligan, 2016).

Theme 2. The potential for and challenges of incorporating
social value into the food supply chain

Industry market research suggests that consumer demand for
source identified food and transparency in the supply chain is
‘disrupting’ the food industry (Ringquist et al., 2016). While not
every intermediated marketer considers social or environmental
aspects of local and regional food systems, many self-identify as
part of a value-based supply chain. These associated values are
diverse and include social missions such as supporting local farm-
ers, sustainability, land preservation, labor rights, economic dem-
ocracy (Berti and Mulligan, 2016). The focus on values does not
negate the importance of farm or intermediary profitability, but
the inclusion of values means that profits are not the only or
most important factor under consideration.

An advantage to the differentiated, value-based or regionalized
intermediated market is the possibility of non-profit collaboration,
whether through funding, staffing, business development or other
forms of assistance. Non-profits may be a key figure in innovative
food chain development. Conner et al. (2011) note that, based on a
study of Vermont, for food system change to occur through one
type of intermediated market channel (farm-to-school), external
financial support may be necessary. Others have suggested that
non-profits offer essential assistance in starting and maintaining
structural change in regionalized food chains (Diamond and
Barham, 2011). The 2015 National Food Hub survey indicates

that one-third of the responding food hubs were non-profit orga-
nizations (Hardy et al., 2016). While all of the food hubs offered
similar social missions for their organizations, the non-profit
hubs were more likely to indicate goals of addressing racial dispar-
ities in food access, training their suppliers regarding business
practices and increasing access to healthy food in economically
disadvantaged communities, although statistical significance of
these differences were not reported (Hardy et al., 2016). Non-
profit distributors in Vermont indicate support of non-economic
values, such as food security, local agriculture and seasonal eating
(Conner et al., 2014).

Operators of small- and medium-sized farms may also express
value-based goals. Farmers participating in farm to the institution
in Vermont find value in maintaining the integrity of local food
systems, and many sell to their local schools even though it may
not be profitable (Conner et al., 2014). Socially or environmentally
aware farmers are better able to meet the preference of consumers
in differentiated markets since they are likely to share common
values. West Virginia value-based farmers are more likely to try
new farming methods or approaches to farming, although a
study found these farmers were more likely to sell directly to con-
sumers than through intermediated market channels (Farmer and
Betz, 2016). Nonprofit food hubs in Vermont had social missions
beyond the distribution of food, although the direct markets are so
strong in Vermont that not all farmers see the benefit of marketing
through the non-profit food hub (LeBlanc et al., 2014). The non-
profit hubs had farmer involvement, with some including farmers
in decision-making and devoting time to developing strategies that
worked for farmers (LeBlanc et al., 2014).

Communicating the values to consumers is a key role of the
value-based intermediary. Restaurants and chefs are actively
engaged in such information sharing via menus and signage,
while retailers may transmit information in produce displays
(Feenstra and Hardesty, 2016). Transmitting information about
values throughout the supply chain is difficult to consistently
implement in practice, and sharing this information can be costly
in terms of time (Hardesty et al., 2014). When compared with lar-
ger firms, smaller and mid-sized distributors in Ohio were better
able to transmit values information, such as produced in Ohio or
on a family farm, along the supply chain (Clark and Inwood, 2016).

Based on a study in North Carolina, implementing policies
that allow stores to have a larger local orientation enable retailers
to build meaningful social connections in their communities
(Colloredo-Mansfeld et al., 2014). Even in cases when retailers
do not purport to offer social value beyond the label ‘local’ on
their products, they are able to earn higher margins and sell larger
volumes when local foods make up an important part of their
product lines (Richards et al., 2017). However, while Richards
et al., examine retail prices and margins, they do not examine
prices paid for to suppliers, which is a key value of those partici-
pating in value-based supply chains. Feenstra and Hardesty
(2016) indicate there is a need for more retailers to participate
in value-based supply chains.

Richman (2016) Getting it there. Understanding the role of New England
distributors in providing local food to institutions.

The report reveals the results of a 2015 survey of New England distributors
regarding their use of local food for institution sales. For the 56 businesses
that responded to the survey, US$366 million of sales (46% of the total) were
made to institutions. Larger distributors made a smaller percent of their
sales to institutions, as compared with smaller distributors. The main outlets
were schools, colleges and universities, and healthcare facilities. The main
barriers to local food to institution sales are lack of year-round supply and
the higher prices for local food

192 Carolyn Dimitri and Karen Gardner

https://doi.org/10.1017/S1742170518000182 Published online by Cambridge University Press

https://doi.org/10.1017/S1742170518000182


Theme 3. Prices, farm viability and their related challenges

A primary benefit of using intermediated channels for farmers, as
identified in the literature, includes the local and regional price
premiums that farmers earn. These higher prices are a key benefit
of value-based supply chains, which aim to compensate farmers
for values such as sustainability value or proximity to the con-
sumer (Feenstra and Hardesty, 2016). It is hoped that the higher
prices—considered fair and equitable prices by some -contribute
to enhanced farm viability for participating farmers. In the ideal
version, intermediated channels offer opportunities for farmers
and buyers to negotiate prices, rather than having farmers face
take it or leave it prices (Stephenson et al., 2011). In the same
ideal world, enough consumers and increasing numbers of consu-
mers are willing to pay higher prices.

New producers may lack the necessary business knowledge to
be successful in the channels where they capture higher prices,
leading some to suggest that support from more experienced pro-
ducers may be necessary to increase the success of new producers
(Hardesty et al., 2014). Other forms of support for farm success
include a tool developed by Schmit and LeRoux (2014), which
helps farmers assess their market channel options. The tool was
recently tested with Colorado fruit and vegetable farmers, and
new and less experienced farmers found value in the tool while
experienced farmers were less interested (Christensen et al., 2017).

A study of the retailer-farmer supplier relationship in Hawai’i’
finds that operators of larger farms, when compared with smaller
scale operations, are more likely to be satisfied with all aspects of
the direct-to-retail relationship (Gupta and Jablonski, 2016).
Direct to retail sales in North Carolina, however, found producers
and buyers had a collaborative relationship that was also
conditional; producers called retail stores when they had excess
product, where they would receive roughly half their direct-to-
consumer price if the retailer opted to purchase it (Dunning,
2016). Retailers were more likely to procure organic products dir-
ectly from farmers if the store’s priority was procuring from local
producer or if price was not a high priority; furthermore, the
number of years the store was involved in the organic sector posi-
tively influenced the probability of buying directly from farmers
(Oberholtzer et al., 2014). In Ohio, smaller and mid-scale grocers,
retailers and distributors were best positioned to purchase food
raised on medium-sized farms, and larger buyers, in comparison
with smaller and mid-scale buyers, reported finding price more
important (Clark and Inwood, 2016).

Considering the supply chain as a whole, distributors, restau-
rants and other intermediaries have shown willingness to be flexible
and innovative in purchasing food with sustainability values, des-
pite higher prices (Feenstra et al., 2011). Yet it is important to con-
sider that, while a segment of consumers is willing to pay higher
prices for differentiated products, generally speaking, consumers
in the USA remain price sensitive (Feenstra and Hardesty, 2016).

In contrast, participants in the Vermont farm-to-institution
supply chain and committed to collaboration are willing to pay
higher prices or accept lower profits (Conner et al., 2014). Of
the different types of institutions in Vermont, however, schools
were the least able to pay higher prices for local schools, and col-
leges and senior meals were the least price sensitive (Becot et al.,
2014; Conner et al., 2014). Some states, recognizing the tension
created by the desire to increase local food use in schools, given
the requirement to use the lowest bids and have granted public
schools flexibility to pay slightly higher prices for local food
(Dimitri et al., 2012). Federal policy, recognizing the challenges

schools face in using local food in schools, supports serving
local food in schools via The Healthy Hunger Free Kids Act of
2010 (Low et al., 2015). The Act created the Farm to School
Program, housed in USDA, has a mission of increasing the use
of local food in schools through grants, training and technical
assistance, and research (Low et al., 2015).

Medium-sized farms may have a comparative advantage in
intermediated markets as they have the capacity to produce rela-
tively large quantities, but are small enough to be flexible in col-
laboration with their buyers (Stephenson et al., 2011). Low and
Vogel (2011) suggest that marketing into both direct and interme-
diated channels may be the optimal strategy for medium-sized
farms, while large farms rely exclusively on intermediated chan-
nels and small farms use direct-to-consumer channels. Kim
et al. (2014) suggest that risk-averse farmers earned expected
higher profits when they diversified market channels, selling
both directly and through intermediated channels. Their results
are based on a simulation using Utah and Colorado farmers mar-
ket prices and San Francisco terminal market prices; because they
used prices from the national wholesale market, their analysis
does not reflect the expected profitability of selling into interme-
diated markets (Kim et al., 2014). Using the higher prices of inter-
mediated market channels would likely change the optimal
proportion of sales devoted to the different market channels.
Taken together, the research suggests that common strategy for
hedging risk among farmers is diversifying their market channels
(Low and Vogel, 2011; Stephenson et al., 2011; Kim et al., 2014).

While the literature is optimistic about higher and equitable
prices for farmers, in practice paying higher prices can be a strug-
gle for buyers and it does not always happen. Interviews with
institutional buyers and producers in Vermont highlight both
sides: farmers may sell at a lower price, for a values reason,
while buyers are not always able to pay higher prices, even if
they want to, due to company policy or competition with other
firms (Conner et al., 2014). Farmers were willing to sell the top
quality product to Maryland schools only if they received retail
prices, otherwise, they would only sell seconds (Dimitri et al.,
2012). Retailers in North Carolina consider price as important
when procuring local food, and will buy only when prices are
low enough (Dunning, 2016). Distributors involved with farm
to the institution in New England indicate that their customers
want to buy local food, but feel that the local food prices are
too high (Richman, 2016). Ohio distributors reported that price
is always a relatively important consideration, although the
importance is greatest for larger firms (Clark and Inwood,
2016). Price is the most important barrier to institutional use of
local food in Vermont (Becot et al., 2014). One grower–supplier
of local products to Walmart indicated that the national-level cat-
egory manager for local foods asked for price reductions mid-
season; the producer worked with local store managers to main-
tain his price, showing both the importance of personal relation-
ships and the challenge of securing higher prices (Bloom and
Hinrichs, 2017).

Theme 4. Challenges created by the existing procurement
model

Producers and sellers of agricultural products face numerous mar-
keting challenges, with many of these well known as barriers faced
by operators of small- and medium-sized farms (see, for example,
Kirschenmann et al., 2008). A farmer’s ability to supply product is
constrained by season, farm size and climate (Feenstra et al.,
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2011). Shipping product of the needed size and quantities, plus
navigating logistical systems can be challenging for farmers.
These barriers suggest that two key challenges facing small and
medium farms participating in intermediated markets are (1)
the difficulty of maintaining year-round production and (2) sup-
plying enough product to the market.

Producing the volume necessary to meet the demand of inter-
mediated markets is a challenge for operators of small and
medium-sized farms (Feenstra and Hardesty, 2016). Generating
low volume is one-factor leading farms to sell direct-to-consumer
(Low and Vogel, 2011). The inability to meet scale requirements is
problematic in the modern food system, which is defined by year-
round supplies of food and the efficiencies associated with
large-scale procurement. This mindset hindered Walmart, as it
sought to incorporate local produce into its lean retailing strategy
(Bloom and Hinrichs, 2017). Ultimately the company needed to
adopt a hybrid approach to local procurement, but doing so raised
questions about whether Walmart’s branding approach, when
applied towards local food, would be able to reflect the unique
characteristics of local food in different regions (Bloom and
Hinrichs, 2017). In North Carolina, a 3-year study of local grocery
chain finds that conventional procurement systems are not ideal
for increasing the sale of local food (Dunning et al., 2015). The
same study found, however, that the efficiency of the conventional
procurement system allows retailers to effectively support com-
munities in times of natural emergencies, such as hurricanes or
other natural disasters, but that food system resiliency might be
improved through increased use of local food (Dunning, 2016).
These examples raise the question of whether it is possible to pre-
serve the unique aspects of local food while marketing through
wider and larger firms, and if so, how is this best accomplished.

The size and capacity of the distributor, as well as the size of
the farms they work with, are all important for the success of
the intermediated channels. Distributors tend to be more success-
ful when anchored by larger farmers with the ability to provide
large volumes (Feenstra et al., 2011). Others have shown that
even if anchored by a few large farms, medium-sized distributors
may have a comparative advantage over larger distributors in
value-based or regionalized food chains. In one such case, mid-
size distributors were most likely to respond positively to the
option of partnering with others in order to create collaborative
infrastructure, while large distributors were less likely to partici-
pate, implying a greater flexibility within the management of
mid-sized distributors (Clark and Inwood, 2016). Local, smaller
distributors in Vermont were able to compete with large, broad-
line distributors, despite their higher prices, because their flexibil-
ity allowed them to carry more local food (Conner et al., 2014).
The flexibility and innovative abilities of small- and medium-sized
farms and distributors are essential both to restructuring regional
food systems and to protect the viability of medium-sized farms.

The food hub’s role as an intermediary offers a potential solu-
tion to the scale and seasonality problems faced by small- and
medium-sized farms. Through the activities of aggregating, dis-
tributing and marketing the product of multiple producers,
food hubs increase market access for farmers (Woods et al.,
2013). The food hub position in the shorter supply chain reduces
the cost of sharing information about products, making it better
able to maintain source identification (Matson and Thayer,
2013). By maintaining source identification, the food hubs strive
to receive higher prices from their buyers, to be passed on to pro-
ducers (Barham et al., 2012). Distributors in the farm-to-
institution supply chain in Michigan performed a similar role

of educating schools and producers (Buckley et al., 2013), suggest-
ing that the information sharing role embraced by food hubs can
be equally effectively adopted by distributors.

Because decentralized food supply chains increase the avail-
ability of local food to consumers, but increase transport costs
for farmers, a food hub’s transportation services have the potential
to reduce farmer costs (Barham et al., 2012; Krejci and Beamon,
2014). And while food hubs cannot fill in supply gaps with
local products during the off-season, during this time, many pro-
cure from outside of the region to keep their business operating
year-round (Barham et al., 2012).

In the case of these new intermediaries (or of scaling supply
chains up), infrastructure investment is a critical aspect of increas-
ing market capacities. Done strategically, supply chains can gain
economies of scale through larger-scale facilities, decreasing
costs and prices, consequently increasing consumer purchases
(Hardesty et al., 2014). Infrastructure that allows producers and
consumers of local food find each other, often challenging in a
thin market, may support the growth of intermediated markets,
and needs to be region specific (Farmer and Betz, 2016).
Additional marketing and logistics infrastructure is a key recom-
mendation for large distributors participating in the farm-to-
institution supply chain in New England (Richman, 2016).
Food hub infrastructure investments have included warehouses
for farmers to drop off the product, light processing equipment,
cooling systems and trucks for transportation (Barham et al.,
2012; Severson and Schmit, 2015). That said, each market is
unique and each intermediary needs to consider the specific
needs of its buyers and sellers (Severson and Schmit, 2015).

Discussion and future research directions

Growth in consumer demand for local foods, interest in source
identification and the desire for transparency in the food supply
chain suggest this may be a pivotal time for local and regional
food systems. The extent literature discussing intermediated mar-
keting channels reflects this potential and presents a hopeful view
of the future for intermediated markets. The bulk of the research
papers study specific locations, with a heavy representation of the
Northeast, and more specifically, with many located in Vermont.
Despite the hopefulness, more than any other factor, prices paid
to farmers and prices paid by consumers appear to be an obstacle
to market development; future growth is dependent on how much
of a local price premium consumers are willing to pay.

The idiosyncratic nature of intermediated markets means
that each location requires an individualized plan for successful
market growth. Thus, the studies examining locations around
the country—for example, West Virginia, Ohio, Vermont,
Michigan, Maryland—are helpful in understanding the potential
benefits and bottlenecks for success. The studies also identify
challenges to overcome, such as how the short value chains are
constrained by expectations consumers have about pricing and
availability of product, created by the conventional supply
chain. The literature also points to non-economic values as
being important, and their subjective nature reinforces the
importance of place-specific research.

The literature suggests that relationships along the supply
chain are critical to the success of these new models.
Relationships may take the form of farmer-to-farmer cooperation,
farmer-to-buyer, or farmer network-to-buyer, comprise an essen-
tial component of the long-term success of intermediated market
channels. These strategies are likely to be costly, involving
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significant effort on the part of the market participants—both the
sellers and buyers—especially in comparison with marketing to
the large-scale industrial food system, as many of the researchers
indicated. Communication about market demands, available sup-
ply, timing, aggregation and logistics, will be a key component in
building long-lasting relationships. Because regionally produced
food may sell for a higher price, the research indicates that the tar-
get consumer needs to receive a message about the farmers and
other firms in the value-based chains.

The other major source of information, the national-level data
on marketing channels, provides a new understanding of how
many producers use the channels, what they are selling and the
economic value of their sales. Eventually, if data collection con-
tinues, analysis of trends will be possible. This will allow research-
ers to identify whether consumer preferences are having a positive
effect on farm-level sales into local and regional markets.
However, two key aspects identified in the literature—values
and local price premiums—are not reflected in the current data,
and it is not easy to see how national-level data collection could
be modified to incorporate these two attributes. Similarly, the
data collection (at least at the federal level) does not expand our
understanding of the relationships among the supply chain
participants.

Despite these shortcomings, continued collection of data at
regular intervals is critical, so that researchers and policymakers
can track growth and trends regarding local and regional food sys-
tems. Given that the Farm Bill dictates many of the federal data
collection activities, there is uncertainty about their future as
much of this spending is considered outside of the baseline and
is thus subject to renegotiation in each Farm Bill cycle. Thus,
until the level of funding is large enough to consider their inclu-
sion permanent, the data collection must be explicitly mentioned
in each subsequent Farm Bill. Private foundations provided fund-
ing the food hub surveys, so the data collection is subject to their
continued willingness to provide funding. Finally, consistency in
the type of data collected over time is necessary, and this is one
area needing improvement.

The data give us a sense of what is happening, and the localized
research studies may have a better understanding of why it is hap-
pening. However, at this point in time, it would be helpful to under-
stand both. Also important to understand is in which parts of the
country the new supply chains might be successful; this would
allow us to better understand how to support operators of small
and mid-sized farms. This is an area where data collection supported
by foundations (such as the National Food Hub Survey) may be able
to tackle the ‘why’ in addition to collecting quantitative data on
intermediaries operating in the local and regional food systems.

Despite their imperfections, for the first time, multiple data
sources are available, making it possible for researchers and pol-
icymakers to have a deeper understanding of these markets.
Farmer and consumer interest appear to be high, and researchers
and practitioners are assessing different ventures in select loca-
tions. This raises a related and important question, regarding
the longevity of intermediated markets, and whether these chan-
nels are helpful to farmers over the long term. There has been
turnover in farmers markets (Stephenson et al., 2006) and ques-
tions about the resiliency of non-profit food hubs (LeBlanc
et al., 2014). Understanding the causes and implications of this
instability is important, as the resiliency of intermediated markets
is a key component of their success in bringing new opportunities,
and hopefully increased farm viability, for operators of small- and
medium-sized farms.
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