NE Kansas Food Hub Feasibility Study:
Results and Opportunities for

Rural Grocery Stores
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Eileen Horn, Sustainability Coordinator
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THE DOUGLAS COUNTY FOOD
POLICY COUNCIL

*Established by the County
Commission in 2010.

*Convened as a joint City-County
Council in 2013.

e|dentifies the benefits, challenges
and opportunities for a successful

food system.

eRecommends local policies to
support food system.
*Represents a wide range of

stakeholders in food system.


Presenter
Presentation Notes
Established by the County Commission in Sept. 2009 
CHANGE THIS YEAR:  Joint council established by the City AND County.  This partnership will build upon existing collaborations, and leverage opportunities for additional work.
Works to identify the benefits, challenges and opportunities for a successful food system.
Serves as a forum for discussion, coordination and promotion of community-wide efforts to improve access to local food supply and distribution networks.
Represent a wide range of stakeholders in our food system: from agricultural producers to retailers to health and food security advocates.


http://www2.ljworld.com/photos/2010/nov/12/202476/

2011: COMMUNITY FOOD
SYSTEM ASSESSMENT
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Upon formation and organization in 2009, we then realized that we wouldn’t be effective in proposing policies to improve our local food system unless we undertook a study to UNDERSTAND the food system.

We partnered with Dr. Rhonda Janke, Horticulture Prof at K-State.  She helped collect data on the categories you see in the Table of Contents.  We looked at the amount of food we produce in DG, JF, LV counties, the amounts and types we consume, how we distribute that food, issues related to food security and unequal access based upon income, and the economics of food and agriculture in our region.

FUNDED BY the Douglas County Community Foundation.
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Another key finding of the food system was the fact that we are missing much of the infrastructure “in the middle” that would link our food producers with consumers.  We currently have no food processing, packaging, warehousing, or food distribution facilities in our tri-county region that are at a large enough scale to serve our large institutional buyers (like schools and LMH).

Also, we were reminded of the HUGE economic impact of buying/selling food - $392 million, and the opportunity this presents for economic development and job creation.

Therefore, this led us to look for national best practices and opportunities to rebuild the processing and distribution components of our food system.


REAL CHALLENGE FOR SCHOOLS,
HOSPITALS, GROCERY STORES:
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And this lack of infrastructure poses a real challenge to our grocers, chefs, food service directors, etc. trying to put healthy, local food options on our plates.

[Anecdote here about USD 497]


FOOD HUBS

Food Hub: a business model that centralizes the
business management structure to facilitate the
aggregation, storage, processing, distribution,
and/or marketing of locally/regionally produced
food products (USDA).
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Food Hubs can be a potential food system infrastructure innovation to grow local economies.  Over the course of 2012-2013, the Council studied national models of food hubs to look for best practices.  We initially concluded that food hub infrastructure might assist our farmers in accessing new markets, and could make it easier for institutions, grocers, and chefs to access local foods.

Therefore, we decided to hire a research team to help us decide:  Do we have enough supply?  Do we have interested producers?  Would our schools, hospitals, grocery stores buy it (and at what price)?  What type of facility might make linking local producers with buyers easier and more efficient?

Funded by USDA and KHF

Increases access to local foods.
Saves farmers time, increases market opportunities.
Provides small and medium producers a reliable market.
Enables institutions to consistently, reliably secure local food.
Supports increased regional food security.
Builds “local food culture” beyond the farmers market.



FOOD HUB FEASIBILITY STUDY

= Timeline: Final report June 2014

" Proposed product: Feasibility study for a northeast
Kansas regional food hub + collaboration with KC
regional study.

= Methods: Producer surveys, institutional and
wholesale buyer surveys (throughout fall-winter 2013),
interviews, focus groups, economic impact analysis.

* Funding: USDA Rural Development and Kansas
Health Foundation
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Food Hubs can be a potential food system infrastructure innovation to grow local economies.  Over the course of 2012-2013, the Council studied national models of food hubs to look for best practices.  We initially concluded that food hub infrastructure might assist our farmers in accessing new markets, and could make it easier for institutions, grocers, and chefs to access local foods.

Therefore, we decided to hire a research team to help us decide:  Do we have enough supply?  Do we have interested producers?  Would our schools, hospitals, grocery stores buy it (and at what price)?  What type of facility might make linking local producers with buyers easier and more efficient?

Funded by USDA and KHF


FEASIBLITY STUDY
COLLABORATION WITH KC:

1. FPC Feasibility Study:
Wyandotte, Johnson,
Douglas, Leavenworth,
Jefferson, Atchison, Brown,
Nemaha, Doniphan,
Shawnee, Franklin, Osage,
Miami, Jackson,
Pottawatomie, and
Wabaunsee Counties.

2. KC Feasibility Study area:
250 mi. radius around
KC, MO



Presenter
Presentation Notes
But the biggest AHA was this:

In our region, we are missing three critical components of a complete local food chain.  We have no large scale food processing infrastructure (to say, take a carrot from the field and turn it into carrot sticks for school lunches, or take fruit to make jam), we have no local food distribution system, and no packaging for our local food.

Therefore we identified this missing chain as one of the key opportunities for improvement.


FOOD HUB FEASIBILITY STUDY

Feasibility Study Report:

EXisting and potential regional
producer capacity.

Existing and potential regional
buyer demand.

Opportunities and batrriers for
increased purchasing of local foods .|

Opportunities and batrriers for
producers.

Proposed operating models.

Economic impact analysis.
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A demand analysis will identify prospective wholesale customers, especially retail outlets and institutional food service providers. Purchasing procedures, product quality, volume, packaging requirements, and food safety certification requirements will all be assessed.
A current supply analysis will identify producer capacity and existing infrastructure.  The number and characteristics of rural food producers and food entrepreneurs, and current productive capacity of products such as fruit, vegetable, dairy, and protein products will be measured.
A potential supply analysis will assess the number of acres of production growers could supply/add in the next five years, grower interest in seasonal extension and for which crops, and interest in expanding production to new or different products.  Identified gaps will inform future supports for rural agricultural producers to scale up.
An operating model will be determined for core functions of aggregation, storage, and distribution services.  Requests will be made for additional recommended services (i.e. packaging, value-added products, private labeling, etc).
Business structure models will be evaluated for the hub– including private ownership, public ownership or cooperatively owned by producers and/or other stakeholders in the business.
The optimal facility scale in terms of facility size and throughput will be determined.  Square footage requirements for food hub components (storage, aggregation) would be provided.
Potential location characteristics will be identified for food hub facilities (i.e. zoning requirements, site needs). 
A financial analysis will be conducted to determine the economics of the operation at breakeven and optimal capacity, along with a sensitivity analysis for pricing & volume. 
An economic impact analysis will be conducted to evaluate the external economic impact of the food hub, addressing the value of additional production, generation of jobs, multiplier effects on the local economy, and state/local tax revenue generation.
Final recommendations on project timeline, potential sources of funding, etc.


MARKET ANALYSIS

Six Market Segments served by the food hub:

Small, independent retailers
Mid-sized retall

Restaurants

Institutions

Workplace CSAs

Organic
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A total of 121 buyers responded to the survey, with 78 of those responses coming from the NE Kansas study area.  Respondents included institutions, restaurants, grocery stores, and distributors.  Of these, 70% say the already purchase some amount of locally-produced farm products, although there was no consistent definition of local.

Although there is no doubt that the overall demand for local food exceeds the supply in NE Kansas, the precise picture is more complicated.  There are relatively mature markets in KC and Lawrence, emerging markets in Manhattan and Hiawatha, and undeveloped markets in Topeka and the many small rural communities in NE Kansas.  


MARKET ANALYSIS
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A total of 121 buyers responded to the survey, with 78 of those responses coming from the NE Kansas study area.  Respondents included institutions, restaurants, grocery stores, and distributors.  Of these, 70% say the already purchase some amount of locally-produced farm products, although there was no consistent definition of local.

Although there is no doubt that the overall demand for local food exceeds the supply in NE Kansas, the precise picture is more complicated.  There are relatively mature markets in KC and Lawrence, emerging markets in Manhattan and Hiawatha, and undeveloped markets in Topeka and the many small rural communities in NE Kansas.  


MARKET ANALYSIS

Table 1: Overall Sales and Revenue Estimates for Whole Produce

GROSS
WEEKLY MAIN 12 WK. OTHER 18 REVENUE

TOTALS TOTALS WK. TOTALS
@20%
Year 1 543,750 $525,000 $262,500 $787,500 $157,500
Year 2 $57.375 $688 500 $344,250 $1,032,750 $206,550
Year 3 $71,625 $859,500 $429,750 51,289,250 $257,850
Year g4 $79,025 5948,300 $474,150 51,422,450 $284,450
Year 5 $130,650 $1,567,800 $783,900 52,351,700 S470,340

Tomatoes, cherry tomatoes, leaf lettuce, summer squash, cucumbers,
chard, sweet potatoes, potatoes, green bell peppers, mixed bell peppers,
broccoli, strawberries, assorted berries, eggplant, watermelon, cantaloupe




PRODUCTION POTENTIAL

Which of the following do you currently grow

or produce on your farm? (NE Kansas)
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PRODUCTION POTENTIAL

How many acres of fresh fruits and
vegetables do you farm? (NE Kansas)
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The food hub could likely count on about 40 acres of produce production in the first year from a core of 6-8 anchor farmers, increasing to 60-75 within the first three years.


INFRASTRUCTURE
RECOMMENDATIONS

*Central aggregation facility
=Sub-aggregation sites
(Hlawatha, Manhattan)
=Utilizing existing
iInfrastructure, especially
distribution
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5000 square feet of total aggregation space  that includes:
2000 square feet of cooler space
500 square feet of freezer space
2500 square feet of space for receiving, grading, packing and staging
Office space



OPERATING MODLEL

Core Functions:

1. Expand opportunities for MODEL:
established local food

producers. e Producer-driven
. Enable new farmers to

increase their success. * Entrepreneurial
. Expand the market for » Nonprofit
local foods by cultivating
new tier of customers.
. Improve reliability and
ease of access for
existing buyers.
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Given these core functions, it becomes clear that the model should be: producer driven, offers high volume, reasonably well-paying markets, cultivates a new base of local food shoppers, makes purchasing easier, builds local businesses in the food value chain.


ECONOMIC IMPACT

Proposed economic impact '
associated with food hub E
(at year 5):

«Jobs = 25 (direct, indirect,
iInduced)

*Economic activity = $2.6 million h
(80% or $2 million directly to
farmers as gross revenue)

«State and local taxes = $156,000




OPPORTUNITIES FOR GROCERS

1. Core Buyers: Core of
food hub marketing
strategy: work with existing,
Independent markets.

2. Sub-aggregation sites to
receive products from local
farmers and ship to the
central hub.




QUESTIONS?

ehorn@douglas-county.com

http:/www.douglas-county.com/sites/fpc
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