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Summary of Minutes from 2009 Annual Meeting

The meeting was called to order at 1 pm by Dawn Thilmany McFadden.  She welcomed several new members to the committee meeting, most of whom intend to join the Development committee (in progress) once it is finalized.

As a way to outline the notes for the meeting, Dawn Thilmany integrated introductions, state reports and expected contributions to the new project proposal into the meeting’s discussion.

Those in attendance, and their current role and responsibilities related to fruit and vegetable demand and market assessments include:

1. Dawn Thilmany Colorado State University-Chair, Alternative Market Assessments and Competitiveness

2. Stan Ernst-The Ohio State University-standing in for colleagues who could not attend, cooperating with U of Kentucky on various supply chain and demand studies.
3. Cathy Durham-Oregon State University-Food Innovation Center, retail and organic fruit studies and sensory research, new to the group

4. Roger Hinson-Louisiana State University-crop budgets and marketing projects, long time member

5. Cheryl Brown-West Virginia University-invited guest considering membership
6. Jim Epperson-Georgia- fruit and vegetable marketing, long time member

7. Tim Woods-Kentucky- long term member, fruit and vegetable direct marketing, value-added new product development

8. Ramu Govindasamy-Rutgers/New Jersey-past Chair, ag marketing with specialty crop and direct marketing projects, ethnic markets

9. Lourdes Martinez, substituting for Suzanne Thornsbury-Michigan State University-fruit and vegetable competitiveness and supply chains

10. Jennifer Dennis-Purdue-joint with Horticulture program and current member
11. Vicki McCracken-Washington State University-invited guest who will be on new committee-demand and competitiveness

12. Jill McCluskey-Washington State University-invited guest considering membership-demand

13. Kynda Curtis-University of Nevada-Reno-invited guest considering membership
The state reports were given, in addition to the written forms that have been sent or will be sent by January 10, 2010 to the chair, Dawn Thilmany.  These state reports will be integrated into the final report for 2009.

1. Update on project Extension

a. Dawn Thilmany reported that the group received a more reviews to respond to before the new project will be official, but hopes to have the new project in place by early 2010.

b. Dawn had previously distributed the most recent version of the committee proposal and asked for feedback by early December on its content.

2. Plan for Developing new Project
a. Dawn asked for help from a small writing committee.  Jill McCluskey and Vicki McCracken offered to help.   Suzanne Thornsbury and Brad Rickard will be recruited so there is a member who focused on each of the three objectives and can help write a more well-rounded proposal.

b. Dawn noted that part of the development will be dependent on the past work, successes and identified needs by committee members.  For this reason, year-end reports are as important as ever.
3. Plan for joint meetings

a. Dawn Thilmany McFadden has had a few inquiries from AAEA sections and government agencies about our willingness to cooperate on sessions at 2010 meetings.  

i. Any ideas for sessions that this group could sponsor should be forwarded to Dawn.
b. The committee made it a goal to lead the organization of at least one session, and try to cooperate with other groups that would extend the range of the group’s stakeholders and partners.
4. Plan for joint NR proposal/research (follow up on NRI organic produce proposal)

a. At this time, there were no clear ideas for joint funding proposals.
b. There were at least three sets of participants who discovered they had similar research objectives, and may consider applying jointly for grants in the next 1-2 years, but a committee-wide effort was too much to consider.
5. Dawn encouraged everyone to consider other people who may want to participate in the new project, as this is an excellent time to bring new members to the group.
Attendees:
Dawn Thilmany Colorado State University-Chair; Stan Ernst-The Ohio State University;  Cathy Durham, -Oregon State University;  Roger Hinson-Louisiana State University ; Cheryl Brown-West Virginia University; Jim Epperson-University of Georgia; Tim Woods-University of Kentucky; Ramu Govindasamy-Rutgers/New Jersey-past Chair; Lourdes Martinez-Michigan State University; Jennifer Dennis-Purdue University, Vicki McCracken and Jill McCluskey-Washington State University, Kynda Curtis, University of Nevada-Reno.
State and Year-End Reports by Objective:

Objective 1.     To assess the evolution of Supply-Chain Management in the fruit and vegetable  

                          sector, identifying strategic organizational and marketing implications for                     

                          diverse firms and specific commodity sub-sectors. 
 a) Supply Chain Management:

The work of the committee in this objective has evolved greatly during the term of the project, primarily because many of the supply chain market innovations have been in the realm of direct and local food marketing.  The committee has coordinated many of their state-based efforts by sharing consumer research approaches, approaches to examine performance of local food marketing channels, and most recently, using a new national farm database platform, Market Maker, to evaluate and expand marketing opportunities in local food systems.

Tim Woods at U. of Kentucky continues his direct marketing work including a cost benefit analysis of EBT technologies at venues, how small you can get before such technology is infeasible, and cultural norms around adoption of such technology (using USDA FMPP money).  
In addition, Kentucky and neighboring states are just finishing a CSA business practice survey across nine states as they continue to partner with Ohio State on local foods demand and consumer behavior analysis (answering questions such as what is local?? Do perceptions vary across product categories? Regional branding beyond state?) Similarly, Colorado research focuses on the performance and trends in direct marketing channels, including market analysis of who is shopping directly from producers, their willingness to pay for local claims and other assurances, and how their behavior may be impacted by the “transaction costs” of imperfect information about food sourcing in more traditional channels.  Analysis is based on our own primary data, collected with a national survey, and some US Ag Census data.  Jennifer Dennis from Purdue University has a number of projects with the fresh produce and green industry including farmers market issues with customer segmentation as a focus.  
Kynda Curtis a potential new member from UN-Reno is examining motivations and consumer WTP within local markets but more in the area of meat.  Recently got an NRI grant looking at desert grown fresh produce marketing approaches, with a particular focus on high-end restaurant sector.  Second approach looks at low water use crops in Nevada (through SARE and Bureau of Reclamation).  Nevada Grown, Slow Food, Nevada Certified Farmers Market Association are all NGO partners.    

West Virginia is beginning to address those with interest in working more with food access for day care providers.  Along those lines, Kentucky is also working on merchandising nutrition in small markets (wtp, effective methods, point of purchase materials), through New Crop opportunity Center (small fruit and sweet potatoes).  
Four to five member states are part of state teams to bring the new marketing platform, Market Maker to their states.  For the MarketMaker software and program, funding was agreed to but not finalized in 2009 to bring this tool to Louisiana. Marketmaker allows local farmers and other suppliers of food and seafood product to be located by potential customers, and consumers looking for local products can locate sources.  Colorado team members just secured a USDA FSMIP grant to evaluate the effectiveness of this platform to connect producers with chefs, in particular, and consumers more broadly.  Committee members have provided programming support to other states and the national Market Maker team, especially in the area of marketing effectiveness and evaluation.
  b) Potential impacts and outcomes:

It seems that local and direct markets are flourishing in many of the states and producers planning for this market are seeking out assistance from team members.  For example, Colorado has seen a dramatic increase in farms that are marketing directly. Between 2002 and 2007, 434 farms began direct marketing (2,777 up from 2,343) so that 7.5% of all farms now do some direct marketing (compared to 6.2% for the US as a whole). This increase in activity resulted in revenue from direct sales increasing from $17,406,000 in 2002 to $22,584,000 in 2007.

In Louisiana, there are about 3,500 vegetable farmers growing more than 40 different vegetables crops on about 8,500 acres, with a gross farm value of $44.9 million. There are about 10,000 farmers of fruits, nuts, and citrus, and about 9,000 of those are small native pecan groves. There are almost 100 sweet potato growers on 14,000 acres. Many of these growers do some direct marketing and sell to larger shipper/brokers. More and better links between these growers and consumers should enable more sales at higher prices, with potential to preserve existing farms and encourage entry of new ones. 
Colorado research has shown that, although supermarkets dominate as the primary source of fresh produce, 8.8% of consumers consider farmers markets to be their primary fresh produce source, and 32.9% of consumers consider farmers markets to be their secondary fresh produce source. This demand is being shared with direct market venues, like farmers markets, to reinforce their own sales trends and motivate further investment in market infrastructure within communities.  At the broader retail level, several team members organized a workshop panel with grocers and used research to provide assurances that there was a significant market share of consumers willing to pay more for food products produced locally, but only when there is clear labeling and credible assurances about what is being purchased.
In all participating states that focus on local food systems, the search for markets should be more efficient as growers spend less time searching for markets and consumers spend less time looking for local products. In our initial assessment, team members expect many consumers to benefit from Marketmaker, in the form of more farmers’ markets, more interest in community supported agriculture, and overall easier identification of local product. In terms of participation, all states participating in MarketMaker have more than 200 farmer participants, in addition to several other categories of businesses.

In 2009, Market Maker program that was established in Colorado with support from the Colorado Department of Ag shows these numbers in the direct marketing site:

	Farmers/Producers 479, Farmers Markets, 113, Wineries, 99



Dissemination of research from this team has been extensive this year and to varied audiences, but primarily community, state and federal groups interested in the evolution of the local food movement and USDA’s new Know your Farmer, Know your Food initiative.  

The large number and high profile of presentations to the C-FARE Lunch and Learn with US Congress Ag Committee Staff in Washington, DC and to the USDA ERS Local Food Systems Conference, a Northeast Local Foods Conference, US Value Added Conference as well as local and state level stakeholder groups signal the interest in this work by producers, policymakers and NGOs.
Objective 2:   To analyze the relative costs and competitiveness of fruit and vegetable sub- 

                        sectors, either regionally, nationally, and/or globally, using new and                        

                        established analytical paradigms which incorporate theories from business 
                        schools and other fields. 

a) Competitiveness: 

Competitiveness issues in the fresh produce sector are diverse and vary based on the target markets, commodity and issues faced by different sectors.  The committees coordination in this area is particularly focused on the development of new methods.  

Lourdes Martinez from Michigan State (Suzanne Thornsbusy’s Research Associate)  reported on a cooperative project they have exploring maximum residue limits on fruits, particularly apples, cherries and blueberries (may expand to peaches) considering different target buyers and markets.  Washington has a data sharing agreement with anational retail chain will allow them to explore competitiveness in salad vegetables (food safety aspects) and discounting strategies within that same category.    
One competitiveness issue that is emerging is the need for specialty crops to demonstrate economic impacts in order to garner support for resources, programs and policies to support these small and growing industries.  Dr. Dennis from Purdue is currently working on an economic impact of the wine industry in Indiana,.  Cheryl Brown from West Virginia University, is also exploring the possibility of working with the committee.  She did complete an economic impact analysis as part of her work with NGOs to support local food systems development.  Economic development stakeholders are also coming to the table on some of these food system development issues.  Cathy Durham, from Oregon State and Oregon’s Food Innovation Center, mentioned Larry Lev’s work how farmers markets impact surrounding business community.  Washington is also conducting a farmers market study on economic impacts and local transportation issues, partnering with their Small Farms Center.  The team agreed that there is a need for more coordination on clever approaches to these questions, and Dawn Thilmany was going to reach out to the Community Economics Network on proposing a session for the 2010 American Ag Economics Meeting.
Ramu G. from Rutgers University, fresh produce marketing and global marketing issues.  Just finished NRI grant on ethnic marketing of specialty fruits and vegetables.  New projects: Specialty Crops, Kathy Kelly from Penn State and Ramu (UMASS and Florida are production partners)  partnered on ethnic greens and herbs production and marketing in the Eastern region, Asian and Latin markets will be targeted on marketing side.  Because of the growth in those markets, the Michigan team is also doing some organic research and looking at marketing strategies of Hispanic producers in Michigan.  

The Michigan project continues to involve close coordination with firms and organizations in fruit and vegetable supply chains. The purpose of an ongoing research project is evaluation and analysis of key market information critical to U.S. produce firms seeking to understand how Chinese produce might enter the U.S. market and/or how domestic firms might access the markets in China. Earlier four fruit crops (apples, grapes, sweet cherries, strawberries) were identified as major “crops of interest” to the Chinese government (i.e. receiving enhanced technical and financial support from the government). In addition Chinese blueberry plantings are expanding rapidly. A major 2009 outcome was a research trip for market assessment focused on the apple, cherry, and blueberry industries in Shandong and Shaanxi provinces. Ultimately, competitiveness among producing regions in the world will be driven by a combination of production and shipping costs, fruit quality, marketing management (linking with others who have good distribution networks in new growing markets and marketing promotion), and organizational approach such as strategic alliances.
Another research need for the competitiveness discussion is credible information on cost and business pressures for less conventional sectors.  Jim Epperson, U. of Georgia, continues to work on the competitive forces facing the organics industry.  Completing organic case studies in Georgia (2 case studies of the 60 farms in that state).  Another project just beginning is organic sourcing in China (domestic and trade).    

As a part of the CSU New Farmer Program, we will continue to fine tune a budgeting tool customized to suit the business and marketing strategies of intensively managed, small peri-urban farms that direct market.  The demand and supply chain work on local, organic, fair trade and eco-labeled goods indirectly allows us to consider trade and competitiveness issues, and we have focused on apples and tomatoes, because of their relative importance in the produce category.

In Louisiana, cost of production budgets for vegetable crops were estimated. Costs of production and net returns over a range of yields and prices were estimated for 20 conventionally produced vegetable crops. Alternatives were included for farm (machinery) size and market channel combinations, resulting in 37 budgets. Net returns varied based on assumptions about size, channel, managerial input and price. Higher technology and larger equipment resulted in higher total costs, but the higher yields that accompany investment in technology lowered unit costs. The more profitable crops used high technology, and included field tomatoes, strawberries, and bell peppers. In Oklahoma, work focused on updating of horticultural crop related budgets was continued.  Organic versus conventional tillage enterprises are examined and compared for competitive analysis.
Louisiana also assisted in creating a Blueberry Community of Practice for the whole country that will bring together information about production, health and marketing activities. Now in its first year, the project includes an economics and marketing component to facilitate connections between growers and consumers, and cost of production information. We will assist in location of sources by assembling databases of local blueberry nurseries, farmers’ markets, U-pick farms, processors, grocers that carry local products, and industry distributors, and placing them online in searchable forms. A marketing and promotion program will focus on health benefits, on making the connection between seller and buyer, and promotional materials at farmers’ markets and grower meetings.
For vegetables, fruits and sweet potatoes, developed and disseminated information about promotion strategies and tactics that have proven useful in supporting sales. Information was collected about industry level promotional activities, promotions on individual farms, retailer activities to support produce sales, and current issues. This is complementary and leverage work from Oregon’s staff.
a) Potential Impacts and outcomes:

There is a clear need for technical assistance in moving industry leaders to adapting conventional commercial farm budgets to management tools that integrate new production practices (and allow for competitive comparisons). Perishable products often are sold at prices barely above variable costs. Knowledge of variable and fixed costs of production enables growers to make informed decisions regarding minimum prices, so they provide guidance with regard to pricing. Lenders also need regular updates about production costs to make decisions on loans, as do government service providers, industries that support agriculture, Extension specialists, and others. These budgets also provide a basis for planning and risk management. In all budgets except broccoli, eggplant and pumpkins, returns were sufficient to cover direct production costs. Most combinations had returns above direct expenses in the range between $100.00 and $1000.00 per acre. 
Given the newly established community of practice, blueberries have recently increased in popularity in the southeastern U. S. from successful marketing as an easy-to-grow crop with a health-enhancing product.   Total US blueberry production increased from 250 million pounds in 2003 to 357 million pounds in 2007, and winter imports from South America increased from 3 million pounds in 1998 to 50 million pounds in 2007, indication an increasing market opportunity. The project also should generate environmental benefits from shorter transportation links, decreased applications of pesticides, and increasing yields. As indicated at a recent Gulf South Blueberry Growers Association meeting, there are opportunities for greater production efficiency - low yield growers achieved 2,500 to 3,000 lbs per acre, while those using effective production practices achieved 10,000 to 12,000 lbs per acre.
In states that are developing more relevant budgeting tools through applied research, there is limited evidence that more farmers keeping a better set of production records, and we are gradually building a set of enterprises that may allow us to develop budgets based on a sample of representative farms.

For work by team members on promotion strategies, specialty crop growers may refer to new research with lists of  effective strategies and tactics as a source of suggestions to improve sales through use of proven tools.

Impacts from the team’s China-focused research programs include 1) increased awareness and understanding of China horticultural markets among U.S. produce industries; 2) information and contacts providing potential for agribusiness firms to explore cross-country alliances that may result in increased fruit exports and/or fruit production; and 3) development of an on-going relationship with researchers in China.  

Objective 3: Develop demand models for the produce sector that can be used to evaluate trade, 

         commodity  marketing  programs, labeling programs, traceability  systems, and 
      
         structural changes in the U.S. produce markets.

a) Demand Models: 
Work on demand continues to focus on conventional crops, but with rapidly expanding differentiation among produce cultivars and brands, the team is conducting more research on consumer choice for these new offerings.  Cathy Durham, from Oregon State and Food Innovation Center, has partnered with WSU on eco-labeling CVM on strawberries and bananas.  She also finished a conjoint analysis on apples.  Washington is partnering on the sensory work with OSU on apples and pears, and doing sensory on wine directly at WSU.
Vicki McCracken at Washington State University is new to the committee.  Her new project will focus on developing a methodology to measure WTP for organic, functional foods.  Team members will approach the problem with in-store experiment extended with a survey.  In total, there are thirteen states working together on bringing apple breeder’s objectives together with consumer valuation of what is beneficial, so there is better integration through supply chain.   

Jill McCluskey from Washington State University, is also new to the committee, and intends to works with consumer demand, competitiveness and policy within the new project.  Her work focuses on wine and fruit tree crops.  

Washington is also commencing a New AFRI with Tom Wahl on food demand in China, focusing on Country of Origin, and effects of culture on demand.  Organic wine studies, prices and reputation (nested names with appellation, state and firm all mattering).  Bundling organic with estate designation also appears to matter.  
Nutrition is being addressed by more projects emanating from committee members.  Washington secured a Robert Wood Johnson grant on healthy options on kid’s menus just began with a regional quick service restaurant, who is willing to share sales data. A current  Oregon project examines the impact of phytonutrient content information on purchase intent. Several focus groups were held in October 2009 and a report was developed for the Oregon Potato Commission.   This  is complementary to work Colorado is just finishing as well.
The focus of Colorado’s research is on consumer segmentation, relative importance of various product attributes and some willingness to pay assessment.   I am furthering my work on alternative meats with publications from current projects on fresh produce that is being extended in a new Organics NRI project with Yuko Onozaka and Marco Costanigro.  Analysis of a national survey is almost complete and being presented in a variety of academic, food organizational and governmental venues.  

Experiments and in-store market experiments were conducted in Colorado Fall 2009 to complement the survey analysis and truth stated preference with revealed preference data using real money transactions.  Several methods papers may also evolve from this work.   Some of this work will support Colorado Proud activities in this state as we focused on that label as one local marketing attribute.
Oregon work on this project is related to value-added aspects of consumer demand including credence attributes such as organic production or nutrient levels and also on the value added by sensory attributes. The principle Oregon project will use retail store sales data to examine consumer demand and the substitutability between organic and conventional fruits and vegetables in conventional supermarkets. Data collection has already been established and data is being organized for analysis. This analysis will use classical demand models. A second project involves a multidisciplinary team with sensory scientists to improve methods for the evaluation of new fruit and vegetable varieties with respect to consumer acceptance, purchase intent, and demand potential. 
Members from the Northwest region unsuccessfully competed in NIH program on concept of product placement affecting purchase behavior, and reapplied to AFRI with similar proposal.  Cathy Durham does work with food and sensory scientists on some of her work…and she believes we could do more on these type of projects integrating WTP and CVM.  The committee agreed this should be one focus of the new regional research project’s scope of work.
Ramu’s Northeast region work on direct marketing and agritourism in Penn, NJ and Delaware will be partnering with Pennsylvania to focus on consumer surveying and demand for agritourism, and draws from survey instruments from other members of the group.
b) Potential Impacts and outcomes:

Oregon research also shows that natural food stores no longer dominate relative to grocery store sales of organic produce, and though organic has a smaller share of produce sales in conventional supermarkets, there are many more shoppers using them. The data analysis in this study will hope to clarify how consumers trade off between organic and conventional produce within the conventional supermarket.  Colorado, Washington, Kentucky and Ohio research all complement consumer demand and choice research to show an increasingly diverse set of preferences, which better inform the food retail, direct food sales and farmers market managers who are trying to select the appropriate product offerings and marketing strategies.
Consumer tests for the Oregon potato study were held in January 2009 and the accompanying survey will enable examination phytonutrient information, flavor rating, and color on preferences, and the potential for niche markets from shopping preferences, health attitudes and ‘foodie’ interests. These integrated sensory and economic research approaches have been well received by industry stakeholders and are one place the team can coordinate methodologies to improve the consistency of results for comparative results across products, regions and product attributes.
 Outputs and Dissemination

Durham, Cathy. “How Do Organic Shoppers Shop?” National Grocers Association Convention: Las Vegas, Nevada February 3-6, 2009.

Thilmany McFadden, D., G. Nurse, Y. Onozaka and M. Costanigro.  “So you Want to Run an Experiment? Opportunities and Potential Pitfalls.”  Presented to the 2009 Food Distribution Research Society.  Broomfield, Colorado.
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Thilmany McFadden, D. “Consumer Demand for Local Foods: Civic Minded or Seeking Assurances?.”  Invited talk at the USDA ERS Local Food Systems Conference.  Washington, DC. June 2009.
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Bunning, M., S. Blandon, D. Thilmany-McFadden, H. Troxell-Alrich, J. Bruning, S. Yeh and P. Kendall. “Consumer Awareness and Response to Produce Food Safety Issues.”  Presented at the Food Distribution Research Society Annual Meetings.  November 2009.   Broomfield Colorado.

Nurse, G. and D. Thilmany McFadden. “Consumer Activist: Are they Voting with their Dollars?”  Presented at the Food Distribution Research Society Annual Meetings.  November 2009.   Broomfield Colorado.

Philips, M., D. Thilmany and M. Sullins. “How Effective is Social Networking for Direct Marketers?” Presented at the Food Distribution Research Society Annual Meetings.  November 2009.   Broomfield Colorado.

Thilmany, McFadden, Y. Onozaka, M. Bunning, G. Nurse, S. Blandon, M. Costanigro, C. Thomas. “Organic, Locality and Food Miles? Implications for Trade, Supply Chains, Environment, and Consumer Welfare.” Update to the NRI project Directors meeting.  July 2009.  Milwaukee WI.

MarketMaker presentations:

· To LSU AgCenter administration
· To aquaculture/seafood research and extension group

· To ornamental plants research and extension group
Hinson, R. Marketing and Promotion Research on Vegetables and Fruit. Paper presented to Food Distribution Research Society, Denver, CO November 2009.

Publications

a) Regional:

b) State, Station or Agency:

Hinson, R. and J. Boudreaux.  Projected Costs for Selected Louisiana Vegetable Crops – 2009 Season. AEA No. 263, Department of Agricultural Economics and Agribusiness, LAES, LSU AgCenter, La. State Univ., Baton Rouge, 89 pp., 2009.

Hinson R. A. and J. H. White. Increasing Specialty Crop Competitiveness in Louisiana for Vegetables, Sweet Potatoes, Nuts and Fruits - Strategies and Promotional Recommendations. Working paper, Department of Agricultural Economics and Agribusiness, LSU AgCenter, 2009. 

Suzanne Thornsbury and Mollie Woods. “Market Research Update,” Michigan State Horticultural Society Board Meeting, Clarksville MI, January 13, 2009.

Vera Bitsch and Suzanne Thornsbury. “Building Teamwork into an Integrated Extension Program: Faculty Perspectives on Area of Expertise Teams” Submitted to Journal of Extension (second round of review).
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Thilmany McFadden, D., C. Thomas, and Y. Onozaka. AMR 09-02. Who are the Locavores and Where Do They Shop? An Analysis of Fresh Produce Market Choices in the United States. June 2009. 13 pp.
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Wechsler,L.,  Michael Morrissey, Cathy Durham, and Isabel Vales. December 2009. Assessing Purchase Intent for Specialty Colored Potato Varieties: A Focus Group Report. Food Innovation Center Experiment Station.
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f) Book Chapters:
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