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Introduction

In recent years there has been an interest among gnaups, individuals, and agencies
to encourage consumers to buy locally producedymtsd These products have included
a wide array of items that stem closely to farmd iaclude fruits, vegetables, nuts, milk,
dairy products, wines, beers, meats, fish, honey,adher items produced from these
products. This food becomes available to consuthessigh a number of channels
including farm stands, farmers’ markets, commuasitgported agriculture (CSA)
programs, restaurants, grocery stores, and spestaltes. While a number of purchasing
channels exist, consumers as a whole still buygelportion of their total food through
grocery stores.

Selling products to grocery stores seems like amoois solution to get local food in front
of consumers. However, it is important to recognimechallenges and benefits presented
to a farmer interested in selling products to agr@and ensure that both groups benefit
in addition to the consumers. This analysis witlypde information about the

possibilities of selling locally produced itemsgimcers and examine some of the
challenges.

Factorsto note: While a number of locally produced products carsdid by a number of
different types of producers, the main focus of gtudy will look at an individual farmer
or farm family producing products to be sold witkid miles of the home farm.

Makeup of Grocery Industry
Within the category of grocery stores, a rangetafestypes exist. We will focus on four
types of stores and classify them into the follayvgmoups:

1. Specialty stores:Small, locally owned specialty stores that focuseliing
specialized food such as health foods, organicdpfmbd to accommodate
special dietary needs, and whole food stores.

2. Local grocery stores:These stores are locally owned or independent gyoce
stores that are typically smaller in size thandarghain stores but offer a
complete lineup of all standard grocery items arzhts.

3. Regionally owned chain:These stores have multiple locations over a nuraber
town and cities. Much of the buying power and deais are made by the
corporate or regional office. The coverage of thateees is limited to a specific
area of the country and some stores may be formeal groceries acquired by the
chain.

4. Nationally owned chain: These stores stretch across most of the countgwar
many regions. Stores are under the direction abreg offices which are under
the direction of the national office. These stares/ be connected to a
department store offering more than just food angtore.

Contacting the store to sell

Each type of store operates differently with howttains any type of food, how
purchasing decisions are made, and who can authoei purchases. While it should be
noted that the following descriptions are only gafiezations and do not necessary reflect
a specific store, these are important consideratrdmen working stores.

1. Specialty stores:Getting started with specialty stores may be edls@ many
large chain stores and may not feel as intimidat§eling local food and fresh



products is usually an important part of the stofé®y should at least be
interested in talking with the farmer about sellamgroduct. However, there are a
few precautions to take. Be prepared that somestaill not sell your product if
your farm is not organic or does not meet othequaifood requirements. Be
prepared to answer questions involving growing fices. Remember that these
stores typically charge more than a traditionaktgrg store because they are
meeting a higher standard of quality and will exgep quality products from the
producer. The store may hold your products to Bigindards for quality, taste,
and freshness.

It is also important to not underestimate theseestalust because these stores are
smaller and have a personal feel, business profesgm is still important.
Therefore, do not expect to show up to the stotk avbushel of produce and
expect the store to buy the produce unless priangements were made. Stores
do not want to be the dumping ground for leftoverdpice. These stores need to
have these products whether you or someone elseiges them. The store may
only place orders once a week so if you do notipethead that you will have a
delivery that week, that store will look elsewheBg.creating relationships before
your season starts, the store will be more wiltmgvork with you as items

become available.

Local grocery stores:These stores are a jump from the specialty stuvibde
these stores are known for being a local storeetisemuch more merchandise to
manage compared to most specialty stores. Theses stdl need even more
regular ordering and management of deliveries. Hewehese stores may be
able sell more product than a specialty store. W4paroaching these stores, you
will need to find the right person who can makeibgydecisions. This will
typically be the store owner or manager. If theesttas a designated produce
manager, this person may also be able to makeléaision. When approaching
the store, consider that these people usually waring the daytime and think of
what times may be the busiest with customers ngetlis person’s attention.

Regionally owned chain:Working with a chain may take a little more
paperwork, but it can allow for much larger sellir@ume. These stores may or
may not be able to work with the farm on a one o@ basisDepending on the
chain, some only allow regional offices to makeghasing decisions for new
products. Other chains will allow stores to makens@urchasing decisions.

It is best to approach a store or produce mandgelogal store first. You can
either visit the store and ask to see one of thesele or set up an appointment to
meet with them for a few minutes. If the storeas allowed to buy directly from
farmers, these people should be able to tell yoatwhperwork needs to be
completed or give you a contact person througlstbee’s distribution center.
Even if you need approval from a regional officeustill may be able to sell to
only a few or even one store, and you may stikxgected to deliver to the store.
Many times the regional office simply works to hetmtrol what is being sold at
the local stores.

Nationally Owned Chain: Nationally owned chains will typically have a
structure similar to the regional chains. The atigurchasing decision will almost
always go through a corporate office. Dependinghenchain, there may or may



not be an option to sell products through only onwvo stores. A store manager
should be able to give you this information. Sornailcs even have separate
paperwork for producers looking to sell to a lirditumber of stores. Other chain
stores work exclusively with distributors and dd have the option to buy
anything locally. While approaching a larger storay be intimidating, remember
that most of the people that work and manage thre stre still members of the
local community.

No matter what type of store you approach, it ialthat you appear professional and
prepared. While a grocery store may not requirénegs formal dress, clean clothes that
give a professional appearance are important. Atcaction site manager would not
show up for a meeting wearing clothes he or shddwegar on the construction site and
a farmer needs to consider what type of clothesjppeopriate for the situation.

When you approach the store, it is important ttizedahat you need to be negotiable
while also having a clear picture of your wants ardds. You should have an idea how
you would like to package the product, when youaaalable to deliver products,
estimated prices, and order deadlines. Remembieboltta businesses are exploring the
possibility of working together at this point. Dotrput undue restrictions on yourself
that will prevent the agreement from being profiéab

Packaging and Labeling

Packaging products is an important part of sellongrocery stores. If you have
flexibility, then it is best to ask the store hdvey would like you to deliver the product.
Do they want the produce in bulk boxes? Do theytwlaaitems in small containers?
Does the product need to be weighed to an exactiatdé-or some growers, this can be
one of the most difficult parts of selling to grogstores. Stores can be very particular
about how the product will be packaged. Packagnogisl be part of the negotiation
process when the store is considering the purabfagaur product. It may cost you more
to put product in small containers but if the stisrevilling to pay a little more, then this
effort and material may be offset. It may be hdlpdugive the store options to choose
from for packaging with prices. As you add moraes$oyou may want to stay with one
uniform packaging method for every store to makeryob easier and more efficient.

When packaging your product, you need to deterifiy@ur product will be labeled with
your name. This could be accomplished with labetimgctly on the packaging. But
consider how the stores will use your product.olfiyare paying extra to label boxes that
will not even be displayed in the store, do yodlyazeed your business name on it?
Instead you may be able to negotiate for speaalagie by your product.

Product labeling is something that should be c#isefonsidered by the producer. Some
of the advantages of product labeling and packaigicigde:

Labeling Advantages
* Brand recognition: Consumers will come to know your product. Manysiomers
know that just because something is local doesnaain it is good. However, if
they try your product and love it, they will comadik wanting more. Once they
start buying one of your products they will conegnio buy more.
* Repeat customers: By building up customer loyalty you will start sety more
product. Just as customers may go out of theirtegyrchase produce from a



trusted roadside stand, that customer may go dineafway to buy at a store
when they know is good.

Local connection for customers: Customers will start to recognize your farm
name and associate your product with you. You nvay &e surprised to find that
people you know may start commenting about buymdyeating your product.

Packaging Advantages

Appearance control: By packaging your products, you may be able tdrobn

how they are displayed on the shelf. For many ptediems, this will not apply.
However, for items such as berries, you may seadbémries to the store in pint or
guart containers. By doing this you can ensureoumf clean containers rather
than the store using whatever it has availables Whll also reduce handling and
help protect the quality of the produce. Packadumgrocessed products is very
important.

Easy of tracking: Packaging also allows you to better monitor yawdpct.
Packages can have a date or lot number attachedggou and the stores know
which products came in what delivery. This may hgiptect you as a grower too.
For example, if a store calls and complains that gent three boxes of bad
tomatoes, the lot number could help identify ifrhevas a problem or if the store
simply stored the tomatoes too long. Also, withtamred attention to food borne
illnesses, it is a good practice to keep recordstan and where groups of
produce were harvested.

UPC: Virtually every grocery store uses a Universaldeica Code (UPC) or
barcode system. While many stores will simply u§¥iee Lookup System (PLU)
number for most produce, many stores prefer tdaseodes whenever possible.
Barcodes can be created relatively simply usingralrer assigned by the store. If
you want to use the same number for more than tone, you should consider
registering for a merchant number by visitimgw.gslus.org

Some disadvantages of product labeling and pacgagaiude:

Labeling Disadvantages

Negative quality remembered: Poor care for produce is one reason why some
farms would rather not have their products lab@tegtocery stores. While less
perishable products should always look in top ctiowlion a shelf, proper care is
very important for a produce display. A farm woulat want shriveled sweet corn
that sat out all week to have the farm name diggayith it. Likewise, if a
customer happened to purchase a sour tomato, thgyaasume your product is
always bad and will not try your product again. Wla farm cannot always
control how their items will appear on the shelfniay not be bad to make sure
the store understands your expectations to selitguiais helpful to get to know
the people who stock your product.

Incorrect association of product: Consumers commonly will incorrectly associate
products. If the store is known for not taking gmade of produce items,
customers may automatically assume your produntesior. Also, if a store

stops selling your product but does not removeagignother products may be
labeled as yours.

Packaging Disadvantages

Added cost: Packaging can be costly. Bulk quantities are tylyidass expensive
to package than individual quantities. By workinighvthe store, you can



determine their needs and price accordingly. Comaation is important. It does
not make sense to put a product in individual pgekanly to have the store
redisplay them in a bulk selection bin.

» Loselocal fed: Consumers like to touch and feel their local fodthen produce
iS put in a container, it takes on the same lodthagroduced shipped across the
country. Every packaging need must be carefullgciet!.

Choosing the right size and type of packaging igartant. If items are packaged in
groups such as onions tied in bunches or berriagint container, customers are apt to
pick up one group. Therefore, it is important taksge the product in a size that will
encourage more buying but will not deter custonfrer® buying more. One way to
encourage more buying by selling two sizes. Whidgmynlarger quantity products are
packaged so the larger quantity is double the smailantity, consider using the 1.5
method. If your containers are not very expensree, will not save much on packing
material when a customer buys a larger quantityatoer. They could simply buy two
smaller containers. But by using the 1.5 method, wdl be selling more product than
the small quantity but not twice as much. This gigensumers an option and does not
make the large quantity so large that it becomes dppealing.

Pricing

Product pricing is very important and should beva#t careful planning. If you set your
prices too high, the store will not be interestegour product. If you set your prices too
low, you will be missing out on potential profit even losing money. Be sure to be
specific what is or is not included with that pri€®r example, if the store requests
special packaging, you may need to note that artielal rate will be added. Packaging
may also be a way to convince the store to pay yotal price if the store felt it was too
high.

So how do you determine a price? Most importawltynot feel like you have to compete
with distributors that sell produce by the semido#our product should be better tasting
and fresher so the store should expect to payat the same if not more than produce
from far away. Before you even approach the streck a few stores to see what the
current retail price of the product is. Also chélals price in the store you will approach.
In most cases you will need to charge less thacuhent retail rate. Consider that the
store will expect to make a profit so you needédable to charge accordingly. If the
price is too low, stay with what you feel you neadl approach the store anyways. It
may pay off if the store is willing to pay extra focal produce.

One way to help determine current pricing of simgeoducts is to look at the USDA’s
wholesale terminal price reports. These reportsvsiibat the wholesale price of produce
is at major terminals around the U.S. This can gaide to help give you an idea about
current supply and prices of product in your ategou follow these reports, you will
notice that the prices will fluctuate during thasen based on supply. You must decide if
your prices will change based on the regional supplour supply. Remember that a
price listed in a report may be higher or lowemtlize price a grocer can actually buy a
product from elsewhere. To view these reportsogeviw.usda.govand search “Price
reports” or go to
http://www.ams.usda.gov/AMSv1.0/ams.fetchTemplataRim?template=TemplateO&n
aviD=ViewU.S.TerminalMarketPriceReports&rightNavleWU.S.TerminalMarketPric
eReports&topNav=_&leftNav=&page=FVMarketNewsTermidakrketReportsMore&res




ultType=&acct=fvmn It may also be helpful to see what many retadeescharging for
products. Get the weekly National Fruit and Veglet@tetail Report on the USDA
website by searching “Market News and Transpontailata” or go to
http://www.marketnews.usda.gov/portal/ffon-produce information is also available on
this page. Some organic price information is inelich both of these services.

Many grocery stores will use produce as a losseledlthis means that it will sell produce
to attract customers into the store. However, starow that selling local, quality
produce also attracts customers. So, just becauisena is priced very low on the
shelves does not mean that the stores are noagvith pay a little extra. Even with these
loss leaders the price may fluctuate from week ¢éeky

Never simply leave the wholesale pricing up todtaee. If you tell the store to pay what
it is worth to them, you will end up losing out.yibu want to sell on a commission basis,
be very cautious. This leaves all of your monethmcare of the store’s marketing and
trusting in the accuracy of its sales system. YduaN not be compensated for any
product loss.

Pricing consistency is also important. It may bedita change a price mid-season on
produce. If this needs to happen, be sure to cotitacstore in advance and explain why
the price will change. You do not need to apolodiaeyou should be able to stand up
for your decision. Keep in mind that unless youwarder a contract with the store, this
may affect if they continue to buy from you. Alss, a general rule do not lower your
price when you have extra quantities coming fromfiteld. Stores typically will not
change its buying habit when a product is cheapscend up selling the same amount
of product for less money while you are wastinglghicking excess product. Instead,
tell the buyer you have extra supply and see i tteild sell more product. It is hard to
raise your prices after you have lowered themolf gio need to temporarily lower your
price, make sure you tell the store why the prsclewer and that it will only be
temporary.

Clear and simple billing is important. Always indian invoice or delivery sheet when
you make a delivery and be sure you receive a sign&rom the store confirming that
the delivery is correct. Some stores will want pycof this so you may need to have a
copy ready or you may wish to use carbon paperessnyou are certain the delivery
invoice will go to the store’s accounts payablay yaay need to mail a copy of the
invoice. Do this either the same day or the nexdk&lsure you include a delivery
number and a payment due date. If you develop plsiand consistent system early on,
you will make it easier on yourself as your custotvese grows. For a sample invoice,
see the appendix at the end.

Delivery

Most stores will expect you to deliver to the stdtés important to establish a schedule
for delivery that will create consistency for bgtburself and the store. Work with the
store to decide how many times it will need a delveach week. If this is your first
store, you may be able to be flexible about dejivdays. However, once you start having
multiple deliveries, you need to coordinate so ttoat can complete multiple deliveries

in the same trip.



Delivery days are one area where you can havéeariiore control over the stores.
Almost every delivery that comes to a store is @etaschedule and the store does not
have much control over this. Just as a distribotay schedule deliveries to four stores
with one load, you need to plan accordingly andatkcwhen deliveries will be made.

For example, in the sample delivery route belowyatild only make sense to deliver to
both store B and store C on the same route rathergoing to Store B one day and Store
C the next. Almost any grocery store should be abbkrcept a load at any time when it
is open unless it has a large delivery that comes & regular time every week. Being
able to combine trips will be a very important tadn deciding if it will be profitable to
sell to a given store.

| 1 1 1
I 1 1 1
Store A Farm Store B Store C

The frequency of deliveries is also important.diiydeliver to the stores more frequently,
the store should be able to stock fresher prodiyacally, a produce distributor will
deliver loads between two and four times per wéelks allows the store to better
manage how much produce it needs in stock at an ginee.

The frequency of your deliveries should depend @n much the store needs each week
and how often you can harvest the item. If a stomnly buying a few boxes of produce
per week, one weekly delivery may be enough. Samedrs are hesitant to sell produce
that is one or two days old, but most items walysfairly fresh stored in a store’s cooler
at optimal storage temperatures. Stores are witbrgjore items for a number of days if
necessary. If a store is buying larger quantittemay be worth your time to deliver
multiple times per week. Some stores also have hraited storage facilities and will not
more frequent deliveries.

Your available supply may also dictate the needrfaltiple deliveries. For example, if a
store needs 30 boxes of tomatoes per week, younotaye able to pick this much all at
once. But because tomatoes can be picked evergdgs; you may be able to pick twice
a week and meet the needed supply. If a storaleriog 30 boxes per week, it will not
need that much all on the same day. By providing deliveries, you may be helping
yourself and the store.

Setting an order deadline is another importantidenation. You need time to harvest
and prepare an order before you deliver. Set adeadline that orders need to be placed
a certain number of days before the day of delivAlso consider setting a midday time
so that if an order does come in by that time yau @ontact the store before the day is
over. By organizing your orders in advance, youwark with the store if your supply is
less than their needs or you can find a marke¢xcess produce before it is harvested.

When you know your produce is in short supplysiinnportant to communicate this to
the store. Store managers usually understandhbat aire many factors that affect
farming. However, they need to know well in advaiig®u cannot meet an order or if
you anticipate a short supply before the order omao the store can make other
arrangements to have that product. Most storesigaally just fill in your missing
product with items from their normal produce distitior. Therefore, communication is
the key to making sure the store is stocked by eweatthe source may be.



Other Considerations

* Many stores will require that you carry producbllay insurance. Be sure to add

this into your costs.

» Some products such as meat require certificatiapproval to be sold in stores.

* Some very large stores may require a Dun & Bradstrember to approve you as
a business. This is a way of tracking and monitpdompanies. This can be
expensive, so find out if this is required befopplgiing to receive one.

Analyzing the Benefis

Before you jump into the business of selling whalego grocery stores, you need to

decide if selling in a specific type of market ok profitable for you. It is important to
recognize that all farms are unique and certaim$aaire set up to specialize in certain
areas. If you want to sell in the wholesale busingsu need to be able to sell quantity.
Wholesale profits are made by selling quantity. Maolesale growers will specialize

in just a few products that they are good at

producing. They can focus on growing a Ilo
of that product and being good at it. With
the large amounts of product, they can mo
easily produce the quantities desired by
grocery stores.

Grocery stores are not just a simple and e
solution for selling produce and getting ricl
fast. However you decide to market your
product, you need to be able to match it to
your type of farm and your skills.
Remember that there are other methods tg
sell your products such as farm stands,
farmers’ markets, CSA programs, and
outright wholesale. One resource for helpir
you determine the right market is the
Wisconsin Local Food Marketing Guide: A
producer's guide to marketing locally grow
food. This book can be viewed on your
computer as a PDF file at
http://www.datcp.state.wi.us/mktg/busines
business_resources/index.j§or a print
copy of this resource, contact the Wiscons
Department of Agriculture, Trade, and
Consumer Protection at 608-224-5100. Yo
also need to examine your skills. Are you
good at making sales calls to stores or are|
you better at talking with the customers wh
will actually eat the food? Do you have the
equipment to make regular deliveries, and
can you charge a high enough price to cov

Considerations Before Selling to
Grocery Stores

___ Are you willing to dedicated time

to going on sales calls?

___ Can you maintain a regular delive

schedule?

___ Do you have the equipment to
make deliveries no matter what
weather?

___ Can you harvest, clean, and sort

large quantities of produce and
delivery quickly?

___ Will you need to add cold storage
__ Can you manage crop care and

harvest at the same time?

___ Do you have the space to produce

for a wholesale market?

___ Can you maintain your current
markets in addition to selling to
grocery stores?

___ Can you be prompt about filling
orders through fax and phone?

___ Do you have enough finances to 1
receive payments for up to 30 day

after delivery?

___Is this the best way to market you

products for you?

___Will I need special insurance to se

to stores?
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delivery costs? Look at the checklist of consideret to see if you have the skills and

resources it takes to be successful in the gravairket.



If you decide the wholesale market is for you, yeed to then decide if specific stores
are right for you. For example, it may not makesgeto travel 10 miles out of your way
to sell to a specialty grocery store that only pases one or two boxes of produce each
week. However, if you will be delivering to a larggore just down the street, it may not
be too much work to make a small drop at that staranother situation, a chain may
want you to make larger purchases, but they waline that you deliver to five stores
that are outside your normal distribution area.@&se of this, you will need to spend an
extra day delivering each week and may have to gpvether customers. At that point,
you need to decide which stores will be more pabfi# both short and long term and
which make the most sense.

Green Leaf Market

Green Leaf Market is a unique website that provalereamlined approach to selling to
stores and restaurants for even the novice useerAreaf Market allows sellers to post
locally produced products for sale to be deliveedtores or restaurants in a specific
area.

This website allows a farm to post specific amowfts product to be available on a
certain day. Their products will appear live to atgres or restaurants within the
delivery zone for the producer. Stores can thearaatically order a set amount of
product and the quantity will automatically dedfroin the online inventory. After the
order has been placed, the store will automaticaltgive an invoice from the farm and
the farm will automatically receive the order wapecifics for the delivery.

Besides this service allowing farms to streamlhrartsales, it also allows farms to take
on new customers without even approaching storestore looking for local products
can simply find the farm’s available products thigbuhe website. Special features are
built into the site to allow for minimum orders,esial certifications, and limited delivery
days.

This site was free in 2008 although a monthly fe$1®.95 may be added in 2009. Any
farm considering selling to grocery stores shotliéast explore this site. For more
information on this valuable resource, visit wwvegnleafmarket.com.



The Salesperson’s Preparation Guide

If you have decided that selling to grocery stasd$e right fit for you, then you are
ready for the next step, and you need to impleragitain. Take half an hour and answer
these questions before you start approaching stargsod plan will help you get started
in the right direction.

Finding the stores

| want to approach the following stores

| will take samples of the following products withe

My brochure or flier will cover the following prodts

Besides my products, my brochure or flier will coeéher important

information such as

After | visit the store | will follow up with thedoyer by

Preparing to pitch my product

A store should sell my product because

My product is better than other similar producteadly sold because




As an extra incentive for a store to purchase ngpet, | am willing to

| will start my sales pitch by saying

The product

| will offer the following products

For each product, | have enough products to st amount each week at

Item Estimated Qty Available Price

To package my product for display or sale, | will

| plan to make deliveries on




Farm Name
INVOICE iy,

Phone
Fax
Date: Invoice #: Payment Due:
Delivered to: Billed to:
Order Taken By Date Order Delivered By Date
QTY ITEM Unit Price Item Total
Subtotal:
Total:
Please make checks payable to:
Delivery Accepted by: Date:

Overdue bills will be assessed a 5% monthly fee.



