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 Introduction 
 Typology 

 Framing the conversation 
 Research and data used for evaluation 

 Benchmarks 
 Benchmarks for local food producers 
 Benchmarks for food hubs 

 Multipliers 
 What are they? What do they measure? 
 BREAK 
 Examine estimated multiplier ranges 

 Case Study Exercise 
 Value of a quality case studies 
 Case study exercise 
 Small group reports 
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 Name 
 Residence 
 Connection to local foods 

 E.g., Producer, Food Hub manager, Extension 
educator 
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 The new data and methodologies developed will 
allow us to answer a variety of questions 

 Today we will focus on the data and methods 
that can be used to answer the following 

1. How does selling through local food marketing 
channels impact the financial viability among farms? 

2. What are the financial and operational 
characteristics of successful local food businesses?  

3. What are the impacts of local food systems on local 
economies? 

 5 



6 

  

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 

Bauman, A, D. Shideler, 

D. Thilmany, M. Taylor 

and B. Angelo, “An 

Evolving Classification 

Scheme of Local Food 

Business Models.” 

eXtension CLRFS 

Resource page.  May 2014 

online:  

http://www.extension.org/

pages/70544/an-evolving-

classification-scheme-of-

local-food-business-

models#.VVZOBkbG-ix 



 Case studies provided an overview of many 
different business models (Angelo, Jablonski, and 

Thilmany, 2015)  

 USDA Agricultural Resource Management 
Survey (ARMS) 

 Wallace Center’s 2015 National Food Hub 
Survey 
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 We define local food system participants by all those that 
reported positive sales in any of the following marketing 
channels 
1. Directly to consumers at farmers markets 
2. Directly to consumers from on-farm store, u-pick, roadside 

stands, CSA’s 
3. To a local retail outlet such as a restaurant or grocery store 
4. To a regional distributor such as a food hub 
5. To a local institutional outlet such as a school or hospital  

 Generated 3 marketing channels: 
 Direct-to-consumer sales only (1&2) 
 Intermediated sales only (3,4&5) 
 Both direct-to-consumer and intermediated sales 
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 National survey of Food Hubs 

 A Food Hub aggregates and distributes source-
identified food products 

 Longitudinal study – 2nd year of data 
 Provides national data on the characteristics 

and impacts of food hubs 
 Available at http://foodsystems.msu.edu/our-

work/national_food_hub_survey/ 

 

 

http://foodsystems.msu.edu/our-work/national_food_hub_survey/
http://foodsystems.msu.edu/our-work/national_food_hub_survey/
http://foodsystems.msu.edu/our-work/national_food_hub_survey/
http://foodsystems.msu.edu/our-work/national_food_hub_survey/
http://foodsystems.msu.edu/our-work/national_food_hub_survey/
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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 

• Direct to 
Consumer 

• Intermediated 
• Both 
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 What are benchmarks? 
 A point of reference from which measurements may 

be made 
 Something that serves as a standard by which others 

may be measured or judged 
 

 How can we use benchmarks? 
 To evaluate how selling through local food marketing 

channels impact the financial viability of participating 
farms 

 To evaluate the financial and operational 
characteristics of successful local food businesses  

 
 
 



 Benchmarks are commonly used in 
agriculture 

 Extension enterprise budgets 
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 Benchmarks are commonly used in 
agriculture 

 Extension enterprise budgets 

 USDA Economic Research Service 
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Source: http://www.ers.usda.gov/data-products/arms-farm-financial-and-crop-production-
practices/tailored-reports-farm-structure-and-finance.aspx 



 Benchmarks are commonly used in 
agriculture 

 Extension enterprise budgets 

 USDA 

 Until recently, benchmarks have not been 
available on a national scale for local food 
businesses 



 Using 2013 USDA ARMS data, we create 
financial benchmarks  

 
 To create benchmarks 

 Divide our sample of local and regional food 
marketers into high and low performing quartiles 
by profitability 

 Profitability is defined as return on assets 

 



 ROA measures how efficiency a firm can create 
profit using their assets in a given year.  

 Net profit/total farm financial assets1 
 ROA accounts for the opportunity cost of money  

 The use of a “standardized” measure like ROA, 
may allow some expected and interesting cases  

 Lean farms with few owned assets that are 
aggressively pursuing high end produce and product 
markets 

 Gross measures (e.g., net income, return on equity) 
may mask some interesting aspects we expect to see 
in the comparisons 

 
1 net profit=net farm income income-charge to management - charge to principal operator and unpaid labor+ interest expense 



 How does market channels and other farm 
characteristics influence financial 
performance?  

 
 What operator, regional and production 

characteristics matter to financial 
outcomes? 
 



  $1K-$75K 
$75K-
$350K 

$350K to 
$1M 

$1M and 
higher 

All 

Return on Assets (ROA)  -55% 2% 7% 20% -27% 

Operating profit ($) -$28,000 -$14,000 $39,000 $1,134,000 $127,000 

Fixed expense as % of total 
expense 

28% 16% 14% 10% 11% 

Variable expense as % of 
total expense 

72% 84% 86% 90% 89% 

Labor expense as % of 
total expense 

10% 21% 26% 36% 17% 

Portion of total acres 
owned to farmed 

114% 90% 54% 84% 99% 

Observations 534 213 104 107 1,013 

Source: Bauman, Jablonski, and Thilmany McFadden (2016) 



Source: Jablonski, Bauman, and Thilmany McFadden (2016) 

8% 

21% 

29% 

34% 

0% 20% 40% 60% 80% 100%

$1K to $75K

$75K to $ 350K

$350K to $1M

$1M and higher

Percentage of total variable expense 

G
ro

ss
 c

as
h

 f
ar

m
 in

co
m

e 
Average expense for local food market 

producers by scale, U.S. 

Purchased livestock Purchased feed

Other livestock related Seed and plants
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$1K-$75K 
 

$75K-
$350K 

 

$350K to 
$1M 

$1M plus All 

Quartile 1 -208 -20 -16 -8 -123 

Quartile 2 -10 -3 -1 6 -7 

Quartile 3 -4 1 6 17 -1 

Quartile 4 5 30 42 68 24 

Return on Assets by Scale Class and ROA Quartile 

Source: Thilmany McFadden, Bauman, Jablonski (2016) 

Note: ROA was multiplied by 100 for interpretation and was found to be statistically 
significantly different across all quartiles for all sales classes 



Direct-to-
consumer 

Intermediated Both All 

Quartile 1 -114 -52 -197 -123 

Quartile 2 -7 -7 -7 -7 

Quartile 3 -1 -1 -1 -1 

Quartile 4 16 27 34 24 

Return on Assets by Market Channel and ROA Quartile 

Source: Thilmany McFadden, Bauman, Jablonski (2016) 

Note: ROA was multiplied by 100 for interpretation. With the exception of Q1 & Q2, 
for Both channels all quartiles were significantly different. Only Q4 was significantly 
different across marketing channel strategies (but Intermediated and Both were the 
same). The one exception is that Direct-to-Consumer and Both channels are 
significantly different in Q3. 



  
Labor share 
of Variable 

Costs 

Gross Sales/ 
Labor Share 

of Costs  
Ratio 

Asset 
Turnover 

Ratio 

Household 
off-farm 
income 

Business 
debt to 

Asset ratio 

$1K to 
$75K 

Q1 7% 63 85% $63,000 12% 

Q2 8% 27 8% $69,000  11% 

Q3 7% 23 6% $65,000  7% 

Q4 8% 16 14% $76,000  3% 

$75K 
to 

$350K 

Q1 18% 24 41% $31,000  23% 

Q2 22% 30 14% $35,000  9% 

Q3 23% 15 16% $56,000  10% 

Q4 22% 26 85% $52,000  17% 

(Q4 is the highest ROA) 
Source: Thilmany McFadden, Bauman, Jablonski (2016) 



  

Labor 
share of 
Variable 

Costs 

Gross Sales/ 
Labor Share 

of Costs  
Ratio 

Asset 
Turnover 

Ratio 

Househol
d off-farm 

income 

Business 
debt to 
Asset 
ratio 

$350K 
to 

$1M 

Q1 32% 23 52% $57,000  32% 

Q2 25% 14 25% $35,000  10% 

Q3 26% 59 39% $55,000  9% 

Q4 34% 62 163% $26,000  28% 

$1M 
and 

Higher 

Q1 35% 7 42% $30,000  21% 

Q2 30% 16 42% $40,000 11% 

Q3 32% 13 67% $40,000  25% 

Q4 42% 9 166% $54,000  30% 

(Q4 is the highest ROA) 
Source: Thilmany McFadden, Bauman, Jablonski (2016) 



  
Labor share of 
Variable Costs 

Gross Sales/ Labor 
Share of Costs  

Ratio 

Asset 
Turnover 

Ratio 

Household off-
farm income 

Business debt 
to Asset ratio 

$1K to 
$75K 

Q1 7% 63 85% $63,000 12% 

Q2 8% 27 8% $69,000  11% 

Q3 7% 23 6% $65,000  7% 

Q4 8% 16 14% $76,000  3% 

$75K 
to $350K 

Q1 18% 24 41% $31,000  23% 

Q2 22% 30 14% $35,000  9% 

Q3 23% 15 16% $56,000  10% 

Q4 22% 26 85% $52,000  17% 

$350K to 
$1M 

Q1 32% 23 52% $57,000  32% 

Q2 25% 14 25% $35,000  10% 

Q3 26% 59 39% $55,000  9% 

Q4 34% 62 163% $26,000  28% 

$1M and 
Higher 

Q1 35% 7 42% $30,000  21% 

Q2 30% 16 42% $40,000 11% 

Q3 32% 13 67% $40,000  25% 

Q4 42% 9 166% $54,000  30% 

(Q4 is the highest ROA) Source: Thilmany McFadden, Bauman, Jablonski (2016) 



 Farms with greater scale 
 (over $350,000 in gross income) 

 Over half of the sample is operating at a profitable 
level at this scale 

 
 Debt use bimodal  

 Best and worst performing farmers report relatively 
higher levels of debt.   

 Potential that poorest performing operations see debt 
as a solution for cash flow shortfalls, compared to 
best performing operations see debt financing as an 
opportunity for faster growth.   

 



 Asset turnover generally highest among best 
ROA farms 
 Exception is efficiency in smallest sales class, perhaps 

due to low capital investments 

 Also have high labor productivity 
 
 Labor productivity important, but less so for 

those grossing over $1 million 
 Perhaps this is related to transition to wholesale 

markets that require more capital investments 
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Production frontier analysis 
estimates this curve 



 What are the factors that have the greatest 
influence on the efficiency of farms and 
ranches that participate in local food 
systems? 

 Efficiency defined as ROA 

 What is the relationship between marketing 
strategy and farm size on farm profitability 
and productivity? 
 



Source: Bauman, Thilmany McFadden, Jablonski (2016) 

 ROA as the dependent variable 
 

Results from stochastic frontier analysis 
Mean 

(St. Err.) 

Total fixed expense 
-0.31*** 

(0.09) 

Total variable expense (minus labor 
expense) 

-0.44*** 
(0.11) 

Labor expense 
-0.09 
(0.07) 

Age class 
-0.12** 
(0.06) 

Operator education 
-0.02 
(0.08) 

Portion of total acres farmed that are 
owned 

-0.20*** 
(0.06) 

Statistically significant at 10% (*), at 5% (**), and 1% (***) 



Source: Bauman, Thilmany McFadden, Jablonski (2016) 

 ROA as the dependent variable 
 

Results from stochastic frontier analysis 
Mean 

(St. Err.) 

Gross cash farm income 
1.11*** 

(0.13) 

Direct-to-consumer sales only  
(0/1) 

-0.51*** 
(0.18) 

Intermediated sales only  
(0/1) 

0.19 
(0.20) 

Primary commodity: fruit and/or vegetable  
(0/1) 

0.26 
(0.18) 

Primary commodity: livestock and/or dairy  
(0/1) 

0.61*** 
(0.19) 

Technical efficiency 0.42 

Statistically significant at 10% (*), at 5% (**), and 1% (***) 



 Economies of scale clear driver of financial 
efficiency among farms and ranches that sell 
through local and regional markets 

 
 Scale rather than marketing channel has the 

largest influence on efficiency 
 Integrating market channel has some mitigating 

effect on how influential scale is which may indicate 
marketing strategy can influence the size an 
operation needs to achieve for financial viability 

 Direct to consumer sales only inhibits efficiency in 
specifications where channels are  considered 
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Source: Hardy et. al. (2016) 



Source: Hardy et. al. (2016) 
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Source: Hardy et. al. (2016) 



Source: Hardy et. al. (2016) 



Source: Hardy et. al. (2016) 



42 



 What is an (economic) multiplier? 

 A number that describes how the local economy 
changes when new economic activity is 
introduced/removed (or ‘event’) 

▪ Can be in units of output, jobs, wages, value-added, etc. 

 Always greater than 1 

 Larger numbers indicate more economic activity 
associated with the particular event 

 It is specific to both a geography and industry 



 Measures how dense the supply chain (a.k.a., 
linkages) associated with the event is within the study 
region 
▪ As the multiplier grows, it indicates that there are more 

components of the supply chain present locally  

 Usually described in 3 parts: 
▪ Direct impact: this is the event causing the local change 
▪ Indirect impact: this is the change to local firms due to 

purchases by the event (e.g., increased production due to 
purchases by the new firm) 

▪ Induced impact: this is the change in household consumption 
due to the creation of new income by the direct and indirect 
impacts 



 Example: 
▪ Craft Brewery in SE OK is expanding its production by 30 

employees (roughly, $6.7 million in output) 

▪ Multiplier for breweries in the county of operation is 
1.499 

▪ Based upon existing industries in this county, one would 
expect the increased output to generate a total 
economic impact $9.986 million 
▪ Direct impact: $6.66 million 

▪ Indirect impact: $0.92 million 

▪ Induced impact: $2.41 million 

▪ Total impact: $9.99 million 

 



 Multipliers capture “backwards” linkages 
 Based upon the existing economy, multipliers tell 

you how much additional production could be 
stimulated based upon the event’s input needs 

 It cannot forecast future demand for the product 
being produced 

 Highly dependent upon the assumptions used! 
▪ Jobs created and their wage distribution 

▪ Event’s use of locally produced inputs 

▪ Technology used by the event 



 Multipliers cannot be used for feasibility; they do 
not tell you: 
 Market Size 
 Potential Customers 
 Firm Efficiency/ Sustainability 
 They do not calculate societal benefits 

 They are best used as general estimates, not 
exact projections 
 I think about them as trajectories 

 They give a measure of how interconnected a 
given sector is to its local economy 

 NPR example of impact of music festival 
 



 What data is needed to perform an impact 
analysis/generate multipliers? 

 Industry description 

▪ Ideally, primary NAICS code 

 Change in output or employment numbers 

▪ How is the change being measured? 

▪ More specific is better (allows one to customize the 
default data to reflect local/industry realities) 

 

 



 What questions should you ask regarding 
multipliers? 
 Software used and vintage 

 Assumptions of the model: 
▪ Region definition 

▪ Local purchase options 

▪ Sectors included 

▪ Types of multipliers calculated 

 Customization of the model 

 What constraints does reality place on the results? 



Model 1 Model 2 

Multiplier Default NSDA SDA 

Employment 1.53 1.50 1.73 

Labor income 1.76 1.81 1.84 

Total value added 2.32 2.47 2.12 

Output 1.90 1.94 1.87 

Multipliers for the Default Agriculture, Small Direct 
Agriculture (SDA), and Non–Small Direct Agriculture (NSDA) 
Sectors Calculated for the Capital District Region in New York 

Source: Schmit, T.M., B.B.R. Jablonski and Y. Mansury. Forthcoming. “Assessing the 
Economic Impacts of Local Food System Producers by Scale: A Case Study from New 
York,” Economic Development Quarterly. 
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 We were given expenditure categories 
from local food grower surveys 

 Three large regions 

▪ Northeast United States, California, and Wisconsin 

 Three potential marketing channels 

▪ Direct to consumer 

▪ Intermediated 

▪ Across all marketing channels 



 evfeed            Purchased feed expense 
 evfertc           Fertilizer expense 
 efint                Interest expense 
 evfuelo          Fuel and oil expense 
 evlabor          Labor expense 
 evloth            Other livestock related expense 
 evlvpur          Purchased livestock expense 
 evmainr        Maintenance and repair expense 
 evoth             Other variable expense 
 evseedp        Seed and plant expense 
 evcwork        Machine hire and custom work expense 
 evutil             Utility expense 
 evtot              Total variable expense 



 We then estimated the expenditure shares by 
expense category 
Variable Expense Shares 

evtot 819,999 

pevlvpur 2,624 0.32% 

pevfeed 105,234 12.83% 

pevoth 46,069 5.62% 

pevseedp 57,149 6.97% 

pevfertc 90,128 10.99% 

pevfuelo 373,815 45.59% 

pevmainr 30,680 3.74% 

pevcwork 33,166 4.04% 

pevutil 24,167 2.95% 

pevloth 52,496 6.40% 

pevlabor 4,470 0.55% 

Variable Expense Shares 

evtot 261,211 

pevlvpur 1,276 0.49% 

pevfeed 13,991 5.36% 

pevoth 28,393 10.87% 

pevseedp 12,982 4.97% 

pevfertc 45,310 17.35% 

pevfuelo 98,355 37.65% 

pevmainr 17,928 6.86% 

pevcwork 23,920 9.16% 

pevutil 9,720 3.72% 

pevloth 7,534 2.88% 

pevlabor 1,803 0.69% 

CA WI 



 We take the gross expenditures and multiply 
them by the percent that is locally sourced 

Variable California Wisconsin 

pevlvpur 59.91% 82.35% 

pevfeed 40.84% 10.71% 

pevoth 39.86% 12.13% 

pevseedp 40.84% 10.71% 

pevfertc 44.97% 14.93% 

pevfuelo 74.49% 2.77% 

pevmainr 94.08% 82.47% 

pevcwork 94.08% 82.47% 

pevutil 17.54% 78.46% 

pevloth 59.91% 82.35% 

pevlabor 100.00% 100.00% 



 We now have estimates of what and where 
local food producers are purchasing 

 This is what we need to calculate the 
multipliers 

 We used an Input-Output model to make the 
calculations 



Region Market Channel 

Intermediated 
Direct to 

Consumer 

Intermediated 
& Direct to 
Consumer 

Conventional 
Agriculture 

Northeast 1.900 1.959 

CA 2.494 2.422 2.612 2.540 

WI 1.819 1.725 

Example multipliers calculated from USDA ARMS data 



 What factors affect multipliers? 

 What inputs the producer purchases 

 Where the inputs are sourced from 

 In what ways can communities affect the size 
of their multipliers? 

 Import substitute / “buy local” 

 Think more regionally 
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 Documenting and disseminating innovations 
 Supplementing quantitative data in exploring 

explanations for success/failure 
 

 Goals: 

1. Practice performance evaluations and impact 
analyses 

2. Learn what should be included in case studies 

 



Profitability % Records 

Highly profitable (over 5% net profit) 0.00% 

Profitable (between 2% and 5% net profit) 5.83% 

Breakeven (between 0% and 2% net profit) 10.68% 

Cash flow neutral (total expenses equal 

revenues) 
0.97% 

Net loss (total expenses exceed revenues) 5.83% 

Unsustainable loss (variable expenses exceed 

revenues) 
0.97% 

Unknown  75.73% 

Source: Angelo, Jablonski and  Thilmany (2016) 

114 Case studies from over 200 when criteria to filter used 



Table 4. Specific market outlets reported in case studies, sorted by prevalence 

Variable  

% of viable 

businesses 

% of nonviable 

businesses (or 

unknown) 

Direct market 

outlets*** Farmers’ market 11.76% 23.26% 

 

Community Supported 

Agriculture (CSA) 
5.88% 5.88% 

 Internet/mail order sales 11.76% 17.44% 

 Buying clubs 11.76% 9.30% 

 Farm stand/store 11.76% 10.47% 

 Delivery to customers 5.88% 11.63% 

    

Intermediated market 

outlets** Grocery retail 76.47% 46.51% 

 Restaurant 41.18% 46.51% 

 Institution 5.88% 37.21% 

 Distributors 29.41% 20.93% 

 Other 5.88% 11.63% 

 Value-added processing 11.76% 5.81% 

Note: Asterisks indicate respective significance levels: * α = 0.10; **α = 0.05; ***α = 0.01. 

Chi squared tests were performed to test differences among samples for reported use of direct 

market outlets and intermediated market outlets categories.  

Source: Angelo, Jablonski and  Thilmany (2016) 
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Table 6. Location and number of farm vendors  

 

Variable  

% of viable 

businesses 

% of nonviable 

businesses (or 

unknown) 

Geography of 

farm 

vendors** Local (≤50 miles) 

23.53% 9.30% 

 

Near Regional (>50-<250 

miles) 
23.53% 19.77% 

 

Far Regional (250-400 miles, 

or within state) 
11.76% 18.60% 

 

Multi-state (>400 miles or 

outside of state) 
23.53% 16.28% 

 International (outside of US) 5.88% 3.49% 

 Unknown 23.53% 9.30% 

    
Table 7. Location of markets and number of products 

 

Variable  

% of viable 

businesses 

% of nonviable 

businesses (or 

unknown) 

Geography 

of 

Markets** Local (≤50 miles) 

5.88% 23.26% 

 Near Regional (>50-<250 miles) 11.76% 6.98% 

 

Far Regional (250-400 miles, or 

within state) 
11.76% 9.30% 

 

Multi-state (> 400 miles or outside of 

state) 
47.06% 32.56% 

 International (outside of US) 5.88% 1.16% 

 Unknown 5.88% 23.26% 

Source: Angelo, Jablonski and  Thilmany (2016) 
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Table 9. Broad guidelines for case study template for food value chains 

 Essential Elements 

Key Data for 

Economic Viability 

Analysis 

Key Metrics for 

Wealth Creation 

Analysis 

Enterprise Business 

Scope, Size and 

Organizational 

Factors 

 

Name, revenues, 

product/service 

portfolio, employees, 

legal structure, 

governance model, 

year of establishment 

Gross margin, net 

income, asset value, 

debt level (or ratio), 

labor expenditures, 

portfolio shares of 

key product lines 

Mission statement, 

commitments to 

community partners 

(environmental, 

cultural, political, 

education) 

    

Competitive 

Advantage 

Market orientation, 

Differentiation 

scheme, Key alliances, 

networks and partners, 

scale relative to 

industry average 

Sales attributed to 

partners/alliances, 

financial ratios 

benchmarked to 

industry averages 

Specific evidence of 

business alliances or 

partnerships that are 

aligned with mission 

or strategic position 

    

Marketing 

Strategy, Channels 

and Pricing 

Strategies 

Number of market 

channels, share 

through major 

channels, relative 

price points (broadly 

defined) 

Price premia (actual 

or goals with specific 

number for key 

products), Returns to 

promotions or  

differentiation 

strategies 

Sales driven by key 

partners or alliances, 

Share of sales 

pledged to 

community orgs, 

Price discounts or 

allowances for allied 

businesses 

    

Sustainability 

and/or Growth 

Strategy 

Intended expansion in 

geographic markets 

(vendors or markets), 

New initiatives to 

differentiate product 

lines or coordinate in 

new market channels 

Year over year sales 

growth, Planned 

investments in capital 

or workforce, 

Payback period 

expectations on 

market expansion 

plans or investments 

Evidence that 

linkages generate 

specific social & 

political capital 

(lower transaction 

costs, access to new 

markets, favorable 

zoning) 

    

Challenges and 

Potential Threats 

Number of new 

competitors, 

regulatory compliance 

issues, loss of market 

channels/partners, cost 

pressures 

Evidence of lower 

prices or margins, 

cost inflation, 

estimates of costs to 

comply with 

regulations (food 

safety, liability, 

environmental 

impacts 

Negative spillovers.  

Unintended over 

competition from 

proliferation in 

certain regions. 

Regulatory scrutiny 

(food safety or 

zoning concerns) 

 
Source: Angelo, Jablonski and  Thilmany (2016) 



 Exercise 

 Groups of 4 

 Review the assigned case (2 groups/case) & 
perform an appropriate analysis of it (40 min) 

▪ performance analysis  

▪ impact analysis  

 Report back to the group (35 min) 
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 Local Food Economics website 
 http://www.localfoodeconomics.com/toolkit  
 http://www.localfoodeconomics.com/benchmarks 
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 In 2012, 7.8% of all U.S. farms participated in 
local food systems with total sales of $6.1 billion 
(Low et al., 2015)  

 Significant growth, since 2006 
 Farmers’ markets have grown 180% (Low et al., 2015)  

 Food hubs have increased by 288% (Low et al., 2015)   

 Farm-to-school programs increased by 430% (USDA 
Farm to School Census, 2015) 

 Between 2009 and 2015, the USDA invested 
over $1 billion in more than 40,000 local and 
regional food businesses and infrastructure 
projects1  
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1see: https://medium.com/usda-results/new-markets-new-opportunities-strengthening-local-food-systems-and-organic-agriculture-17b529c5ea90#.queo3dr9y 



 Given this growth, there has been an effort 
towards evaluation of local food systems 

 Until recently, the bulk of the research 
evaluating local food systems focused on case 
studies 
 Some include financials, but not consistently 
 One of the main reasons was a lack of data 

 Recently, the USDA, universities, and 
stakeholders have begun to invest in 
 Data collection on local food systems 
 Developing methodologies to evaluate local food 

systems 
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 Data include  
 Gross cash farm income 
 Marketing channels utilized 
 Primary commodity 
 Fixed and variable expenses 
 Assets and debt 
 Farm and operator characteristics 
 

 Reports utilizing this data  
 Bauman, Jablonski, Thilmany McFadden (2016) 
 Thilmany McFadden, Bauman, Jablonski (2016) 

▪ (see reference section for details) 
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 Data include 
 Operation characteristics 
 Employment 
 Producer and supplier characteristics 
 Product type 
 Infrastructure 
 Customer characteristics 
 Revenue and expenses 
 Operating efficiency 

 
 Available at 

 http://foodsystems.msu.edu/our-work/national_food_hub_survey/ 
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