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Abstract

A Systematic Review Characterizing Farm Direct Marketing Challenges, Strategies, and

Opportunities
Casey L. McCoy
Chair of the Supervisory Committee:
Jennifer J. Otten
Nutritional Sciences Program

Background: In response to growing demand for local food, direct marketing has grown
markedly over the past thirty years but continues to make up a small percentage of farm sales in
the United States. We aimed to perform a systematic review to understand the current state of
direct marketing in the United States and identify common challenges, strategies, and

opportunities to improve direct marketing sales.

Methods: We conducted a search of three databases and completed a qualitative analysis of both
grey literature and peer-reviewed sources published in the United States between 1990 and 2018
to develop common themes to answer the stated research questions. The PRISMA framework

was used to guide this systematic review.

Results: A total of 105 sources met inclusion criteria and were used in this systematic review.
Sources were representative of all regions of the United States and shed light on profitability,
size, concentration, and growth of direct marketing operations. We noted common challenges

related to resources, competition, and market variability and sustainability. Many of the



strategies we discovered directly addressed the challenges and pertained to areas such as
marketing, advertising, and promotion, business and management, and social embeddedness. We
also found opportunities for government and extension agencies to support direct market

producers through technical assistance and policy.

Conclusion: The results outlined in this systematic review provide constructive information for
food policy leaders to support producers in achieving their goals while meeting growing

consumer demand and maintaining their core values.



Introduction

Direct marketing refers to sales made directly from the farm producer to the public
through channels such as institutions, restaurants, retailers, farmers markets, food banks, food
hubs, and community supported agriculture (CSA).! These channels have been a stable source of
opportunity, particularly for small- and medium-sized producers over the past three decades.
Many producers have experienced financial benefits from the increased level of control that
comes with direct marketing. In addition, rising consumer demand for greater transparency about
the production and processing of the foods they eat has contributed to producers’ financial
viability in direct marketing.’

Direct marketing improves producers’ economic viability in a variety of ways,
particularly for small producers. According to the 2017 Census of Agriculture, small
producers—defined as those with less than $50,000 in sales—comprised 3% of all agricultural
sales. However, 94% of farms selling goods direct-to-consumer were small producers.® Direct
marketing allows producers to claim a greater percentage of the food dollar with the elimination
of distributors or “middlemen,” maintain more control over the prices of their products, and meet
the growing demand of consumers.* But while the total number of farms in the U.S. is
decreasing, the number of small farms continues to increase, a majority of which sell through
direct-to-consumer channels such as CSAs and farmers markets.>® The number of CSA farms in
the U.S. increased from just 50 in 1990 to more than 7,000 in 2015.7%° Similarly, the number of
farmers markets has tripled from 1996 to 2012.'°

At the same time, demand for direct marketing has increased as consumers have become
increasingly invested in the ways in which the foods they eat are produced and processed and the
well-being of their local economies. A 2009 national survey of consumer motivations for
purchasing local food found that almost 60% of consumers wanted to know the source of the
product and 75% of consumers participated to support the local economy.'! Additional reasons
for increased consumer demand are related to rising concerns about the food safety,
sustainability, and environmental consequences of our increasingly industrialized food
production system.!? Food production in the U.S. has become highly concentrated with 80-90%
of food coming from 10-20% of the nation’s largest commercial farms.'?> One way for consumers
to know more about their food is to source from a shorter supply chain or buy local via direct
marketing from a producer who can explain the production and/or processing practices.

With this expansion of direct market channels and consumer interest, there have been
numerous publications, studies, case studies, surveys, and guides to characterize direct market
sales, to ascertain the scope of direct marketing at local, state, and regional levels, and to better
understand the barriers and opportunities for producers. However, to date, no publication has
summarized this recent literature. While growth in consumer demand and the number of direct
market channels for locally produced food provides unique opportunities for small farms to
increase profits, existing research suggests that producers continue to face barriers. In contrast to
conventional distribution and wholesale channels, direct marketing requires additional
investments in time, labor, and promotion and marketing materials.'3 To help producers achieve
their goals while meeting growing consumer demand and maintaining core values, it is important
for food policy leaders to recognize the unique aspects of direct marketing. The goal of this study
was to perform a systematic review of the direct marketing literature to understand the current



state of direct marketing in the United States, to identify common challenges, strategies, and
opportunities to improve direct marketing sales, and to outline future research needs.

Methods

We used the Preferred Reporting Items for Systematic Reviews and Meta-Analysis
(PRISMA) statement to guide this systematic review.'* We aimed to answer the following
research questions: What is the current state of direct marketing in the United States? What are
the challenges, opportunities, and strategies for improving direct market sales?
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Figure 1: PRISMA flowchart of search and screening protocol of farm direct market sales literature.

Search Strategy

In August 2018, we conducted a search of three databases—Web of Science, CAB Direct,
and ProQuest Agricultural and Environmental Science Database—to identify relevant peer-
reviewed and grey literature published between 1990 and 2018 (see Figure 1). We also used



Google Scholar and the USDA resource database to identify grey literature and found a majority
of the sources identified in these searches were duplicates of the sources already retrieved
through the three databases. Finally, data from the USDA Census of Agriculture was used to
clarify discrepancies and provide missing information that could not be gleaned from our sources
alone.

Based on the research questions, we developed key search terms to identify all published
and grey literature on topics related to the direct marketing of food. These terms were related to
the following concepts: producers (farmer, food producer, rancher, grower, agriculture); direct
marketing (“direct-to-market,” direct market, direct market sales, direct market selling, “direct-
to-consumer”); direct market channels (CSA, “community support agriculture,” “food hub,”
institution, retail, restaurant, “farmers market,” “food bank,” school); and insights (behavior,
perception, insight, preference, willingness, value, barriers, advantages, challenges,
opportunities, obstacles, complications, strategies, motivations, factors, incentives, success). We
then organized these terms into search strategies (see Table 1) to identify all relevant articles. We
entered each search strategy into each of the three databases. We used Mendeley Desktop
1.19.3,'3 a reference manager software, to compile all identified sources. Duplicate sources were
removed using Mendeley’s “remove duplicates” tool, and titles and abstracts were screened for
eligibility by one trained reviewer. The results include all sources available from January 1, 1990
to August 9, 2018.

Table 1. Search strategies developed based on research questions to identify all relevant articles

Search Strategy 1 (Farm* OR “food produc*” OR ranch* OR grower* OR agricultur*) AND (“direct-
to-market” OR direct market* OR direct market sale* OR direct market sell* OR
“direct-to-consumer”’) AND (CSA* OR “community supported agriculture” OR
“food hub*” OR institution OR retail* OR restaurant* OR “farmers market*”” OR
“food bank*” OR school*) AND (behavior* OR perception* OR insight* OR
preference® OR willing* OR value* OR barrier* OR advantage* OR challenge* OR
opportunit®* OR obstacle* OR complication* OR strateg* OR motivation* OR
factor* OR incentive* OR success*)

Search Strategy 2 (Farm* OR “food produc*” OR ranch* OR grower* OR agricultur®*) AND (“direct-
to-market” OR direct market* OR direct market sale* OR direct market sell* OR
“direct-to-consumer”’) AND (behavior* OR perception* OR insight* OR preference*
OR willing* OR value* OR barrier* OR advantage* OR challenge* OR opportunit*
OR obstacle* OR complication* OR strateg* OR motivation* OR factor* OR
incentive* OR success*)

Search Strategy 3 (Farm* OR ““food produc*” OR ranch* OR grower* OR agricultur*) AND (“direct-

to-market” OR direct market* OR direct market sale* OR direct market sell* OR
“direct-to-consumer” OR CSA* OR “community supported agriculture” OR “food
hub*” OR institution OR retail* OR restaurant* OR “farmers market*” OR “food
bank*””) AND (meal deliver* service* OR food deliver* service* OR “blue apron”
OR “hello fresh” OR “meal delivery” OR “food delivery”)t

1 These search queries were developed based on a research question specific to meal delivery services that was later

omitted due to overlap with findings from the second research question.



Inclusion Criteria

Articles were included if they referred to direct marketing in the United States and were
either peer-reviewed and published literature or grey literature provided or endorsed by credible
governmental agencies or agricultural organizations/publications. Table 2 outlines important
definitions used, and Figure 2 illustrates the types of direct market channels we included for the
purposes of this review. Articles were excluded if they: did not address the sale of fruits,
vegetables, meat, poultry, dairy products, or grains; discussed only the sale of fish or seafood;
did not discuss products sold either directly to consumers or indirectly to consumers through
restaurants, retail, or institutions; discussed only wholesale, distribution, or processing sales;
only discussed sales outside of the United States; were published prior to 1990; were solely an
interview with one producer or focused on the experience of a single farm; focused on
consumers’ abilities to access FMs; assessed or identified food safety risks at a single market;
exclusively discussed value-added products; or full-text was unavailable (n=123, see Figure 1).
In all, 105 articles were included in the systematic review.

Data Extraction and Analysis

One trained reviewer reviewed all eligible full text articles; a second trained reviewer
additionally reviewed 10% of articles to validate the choice to include or exclude from review
and the inclusion criteria were subsequently calibrated as needed. One reviewer identified and
extracted key concepts of all full text articles into a Microsoft Excel spreadsheet organized by
research question; a second reviewer followed the same protocol for 10% of articles. Following
review, one reviewer compiled and sorted the data by concept and frequency of concept to
capture analytical themes that emerged from the data. The reviewers met regularly with the study
team to discuss emergent themes and ensure adherence to the criteria.

Table 2: Definitions of terms used for the purposes of this systematic review
Term Description

Direct An umbrella term for sales arrangements made directly between producer and
Marketing buyer that allow producers to control the terms of the sale; do not involve
“middle-man” distributor.

Indirect Sales to channels that rely on a third party to handle all aspects of marketing;
Marketing 1.e., distribution, wholesale, and processing.

Intermediary Sales arrangements involving a third party before reaching the end consumer;
Sales include direct and indirect market channels such as retail, institutions,
distribution and wholesale.
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Figure 2: The main sales channel categories that fall under the umbrella of direct marketing and
examples of market channels

Results

Out of a total of 5,819 sources, we eliminated 2,297 duplicates and screened 3,522 titles
and abstracts. We reviewed the full text of 229 articles and identified a total of 105 relevant
sources to assess the scope of direct marketing in the United States and identify themes regarding
challenges, strategies, and opportunities to improve direct marketing. Sources were
representative of all regions of the U.S., and a majority of articles (71%) explored direct
marketing in specific counties, states, or regions. The remaining sources covered multiple
regions or national data. The Midwest region was represented by 23 sources (22%), followed by
the Southeast region with 20 sources (19%). The Southwest region was the least represented in
our results with only 4 sources (4%). A majority of our sources were peer-reviewed journal
articles (69%) followed by magazines and trade journals (14%). Most sources (53%) examined
multiple direct market channels, followed by farmers markets only (13%) and food service/retail
channels only (11%). A majority of articles (88%) were published after 1999. Thirty-eight
percent were published between 2000 and 2009 and 50% were published between 2010 and
2018; 25% of all articles were published after 2014 (see Appendix A for a comprehensive table
of sources and their characteristics).

Measuring and Defining Direct Marketing

Discrepancies in terminology and data collection methods have made it difficult to
measure and evaluate direct marketing growth over time. Some publications included direct-to-



consumer as well as institutional and retail sales within the definition of ‘direct marketing,” while
others examined only direct-to-consumer channels, placing other channels such as institutions
and restaurants, which we now understand and define as direct marketing, in separate categories.
Prior to 2014 and dating back as far as 1978, the Census of Agriculture recorded direct market
sales as the “value of agricultural products sold directly to individuals for human consumption,”
which did not specify the types of direct market sales by channel.!® In 2015, the USDA expanded
the direct marketing definition for the Local Food Marketing Practices Survey to include other
direct marketing channels, such as retail and institutions, but also included sales to wholesalers,
processors, and distributors, which we did not include in the definition for this analysis.® The
2017 Census of Agriculture slightly modified its definition of direct marketing, recording the
“value of food sold directly to consumers” and also captured for the first time the “value of food
sold directly to retail markets, institutions, and food hubs for local or regionally branded
products.”

Scope of Direct Marketing in the United States

Scale of direct marketing

Across all United States farms, direct marketing sales make up a very small percentage of
total U.S. agricultural sales. However, despite variations in ‘direct marketing’ definitions and
data reporting, data show clear growth in the value of direct marketing. While direct marketing is
an important outlet for small producers, it is unclear whether the growth in direct marketing sales
nationally has resulted in an increase in the number of small producers or an increase in small
producers participating in this growing market.

Growth in direct market sales as a percentage of all U.S. farm sales has been minimal, but
the total value of direct market sales has grown meaningfully since 2007. The 2007 USDA
Census of Agriculture reported that nationally, across all farms both small and large, direct-to-
consumer sales were valued at just 0.4% of total U.S. agricultural sales, or just over $1 billion in
sales.'®!7 In 2017, the 2017 USDA Census of Agriculture valued direct-to-consumer sales at
0.7% of total U.S. agricultural sales, or $2.8 billion in sales.’> Also in 2017, direct market sales
through retail, institution, and food hub channels made up 2.3% of total U.S.agricultural sales,
with $9 billion in revenue.’ While still a small percentage of total U.S. agricultural sales, direct
market sales are increasingly generating more revenue.

Despite increases in sales, the growth of participating farms was not clear. The number of
producers who adopted a direct marketing strategy increased by 17% from 2002 to 2007.!8-20
The number of direct-to-consumer operations, those that produced and sold goods through
channels such as farmers markets and CSAs, grew by more than 100% between 1997 and 2007.
This growth resulted in a 50% increase in sales value, amounting to $1.2 billion in direct-to-
consumer sales in 2007.%1618-21 By 2012, approximately 150,000 producers, or about 6-8% of all
U.S. farms, had implemented some form of direct marketing into their farm business.%!8:1%:22
However, between 2012 and 2015, the number of direct-to-consumer farms decreased by about
20%.3 This downward trend in the number of direct-to-consumer farms continued through 2017;
2017 data showed that 130,000 farms participated in direct-to-consumer marketing, and just
30,000 participated in broader direct marketing outlets, selling to retailers and institutions.’
Notably, the USDA altered its definition of direct marketing for the Census of Agriculture during
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this time and may not have yielded data that was comparable to earlier records which utilized
distinctly different terminology.

Size of direct market producers

Most direct market producers across the U.S. managed small- to medium-sized
operations, the majority farming fewer than 100 acres and some fewer than 5 acres.>!823-27
However, this was variable based on the type of direct market channel in which producers
participated. Farms primarily selling direct-to-consumer typically managed the smallest
operations (less than 5 acres to 15 acres) while farms selling in diversified markets or
intermediary channels, such as institutions, were larger with a wider range of deviation (less than
50 acres to greater than 100 acres).2%?223-28-32 Farms that sold exclusively through direct market
channels were smaller on average than farms that did not participate in any forms of direct
marketing or additionally sold to intermediary market channels. Fewer than 20% of direct market
sales were attributed to medium to large farms. Large farms were two to three times less likely to
adopt or rely on direct marketing strategies and more than 50% of all large local farms sold
exclusively through intermediary channels.7-3416,18-20,22,25,28,33

Profitability of direct market sales
Contributors to Profitability

Several sources noted that direct market farms made less profit than those who sold
through wholesale and other indirect markets. Few direct market producers generated more than
$250,000 in annual farm sales with several reports of less than $10,000 in sales for a majority of
direct market producers.?6-36:18.23,24.26.28.31.32.35 However, there were a variety of factors impacting
direct market profitability such as sales volume, price per unit, and marketing costs.

Profitability was reliant on sales volume which was typically larger in indirect markets
than direct markets.?!2"-3738 Several sources also reported that direct marketers were able to
charge higher prices per unit and captured more of the consumer food dollar than when selling
through wholesale markets, slightly offsetting the losses attributed to small volume sales.!'%3%46
Additionally, direct market farms typically raised a diversity of high-value crops and livestock
and were more likely to market sustainably produced local goods and specialty items such as
grass-fed beef and organic products.'6:19:30.22.24,28,40.41,47-49

Several reports showed that consumers were willing to pay premium prices for the types
of items that are typically sold by direct market producers, which had a positive impact on
profitability in direct markets.”'62731-53 Ag a result, our review suggested that returns were
higher in direct marketing, but due to smaller volume sales as well as additional labor,
marketing, and operation costs, profitability was low compared2to wholesale markets.
The profitability of a farm business was additionally related to many other factors such as size
and producer experience.>”!#343% For example, many direct market farms were run by producers

who had less farming experience, or farmed part-time and relied on off-farm
income.2:6:16,31,33,36,55-57

19-22,38,42,54

Popularity and profitability of direct market channels

Direct-to-consumer market channels were the most thoroughly-researched and reported-
on channels in the literature and were extremely popular among smaller-sized direct market
producers. From 1994 to 2006, the number of farmers markets in the U.S. doubled from
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approximately 2,000 to 4,000; between 2002 and 2012, the number continued to increase by
150%.%1943:46 Several sources reported that farmers markets and roadside stands were the most
widely used direct market channels, and a majority of producers relied on them as their sole sales
outlet,’»16:60-65.25,31,33,35,37.48,58,59 Some sources stipulated that farmers markets posed fewer
marketing challenges than other channels, and their accessibility made for an ideal starter market
for new direct market producers, contributing to their popularity.'62'4 According to several
reports, farmers markets acted as a reliable risk management tool by providing a gateway to
additional marketing opportunities.'®36-37:43.66 Additionally, some studies found that producers
perceived farmers markets to be highly profitable and relied on sales through this channel for a
substantial source of income.’”** However, additional research suggested that profitability at
farmers markets was low, despite continued growth and producers’ perceptions.'®667 Several
sources proposed that low profitability was due to the cost of labor for storage, packaging,
transportation, and advertising as well as the fact that most farmers markets were only open a
few days per week.!620:6869 Additionally, leftover products were common at farmers markets and
were often sold at very low prices at the end of the day in an effort to prevent waste.'® Finally,
many part-time producers reported selling their goods at farmers markets; because part-time
producers generally generate less revenue than full-time producers, this particular make-up of
farmers market vendors may help explain the lower sales of farms selling through this

channel ?!-3¢

CSAs were also popular but less widely used by producers compared to farmers markets.
CSAs produced higher sales and net returns compared to farmers markets and other
channels.”2%:21:2338 The number of CSA farms nationally grew to more than 12,000 in 2007,
compared to only 50 in 1990.7935:4648.70 In 2015, the number of farms participating in CSAs
dropped to about 7,400 farms, making up about 6% of all direct-to-consumer farms, with sales
valued at $226 million.>® Some reports suggested that CSAs yielded more stable sales than other
market channels. For example, CSA farms made just over $100,000 in average total sales in
2007, a much higher sales average than all U.S. farms; 34% of CSA farms made more than
$50,000 while only 23% of all U.S. farms generated this level of revenue. Accordingly, fewer
than 25% of CSA farms had annual sales below $5,000 compared with nearly half of U.S. farms
that fell within this range.?* In addition to the potential for higher sales, one source mentioned
that CSAs had lower marketing costs as compared to farmers markets, resulting in higher
returns.?’

In addition to the popular direct-to-consumer channels, other direct market channels such
as retail and institutions provided market opportunities for producers but were utilized by fewer
farms. The 2017 Census of Agriculture reported that 22% of farms that sold through these
channels made more than $50,000 compared to just 6% of direct-to-consumer farms making
more than $50,000.° Retail markets had the potential for high profitability due to lower unit costs
of production and marketing, but barriers to entry and sustainability challenges limited
profitability.'®3!*8 Institutional budget constraints resulted in very low returns in these channels,
but producers often chose to participate for the social benefits of providing fresh, nutritious food
to communities and fostering brand awareness and customer loyalty.240:43.71.72
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Challenges
Resource-Related Challenges

Producers consistently reported that direct marketing—compared to sales through
wholesalers or distributors—required more resources, time, infrastructure, and skills to be
successful. Reports showed that wholesale and distribution companies took most of the
responsibilities off of the producer, allowing them to focus primarily on farming. In direct
marketing, however, all aspects of the business were wholly the responsibility of the
producer.’®7? Skills in management, customer service, business, and promotion were necessary
for a successful direct marketing operation but were typically outside of producers’ core
competencies.!®37:60.74-76 Thjg skillset differed from the knowledge needed for agricultural
operations and may have been a source of intimidation or strain for new producers looking to
adopt a direct marketing strategy.'®>7-6+7> Additionally, maintaining direct market operations
required substantial time and energy which took time away from the field and could be draining
and lead to burnout.?0-3%:43:30.76.77 Thig was true of all direct market outlets but was particularly
taxing in institutional and restaurant markets where buyers expected a high level of attentiveness
and dependability. Producers who sold in these markets typically handled small, frequent orders,
and put more time into billing, transportation, delivery, and maintaining good customer
relations.3!4347.76.78 Producers also reported a lack of access to necessary resources and
infrastructure such as storage, processing equipment, refrigerated transport, and packaging which
was most important for larger volume sales to institutional and retail markets.343%47.63.71,72,79.80

Another challenge frequently cited by producers was the high cost of running a direct market
operation paired with inadequate or inconsistent returns. Though many consumers were willing
to pay premium prices for direct market goods, this profit potential was offset by high
operational, marketing, and labor costs. 16:27-39:44.52,53,20.21,23.47,54.6981 Rarm-to-school markets
yielded particularly low returns due to strict federal budget constraints and often did not
significantly contribute to farm income.3!#371727879 Ag a result, some research suggested that
farms that participated in some forms of direct marketing often lost money or failed to cover
farm costs with direct market income. 4?82

Producers frequently cited limited availability and access to the information and education
needed to help them overcome challenges in learning new skillsets to run a business.*7:48:5.63.80.83
Research also suggested that there was a lack of government support, technical assistance, and
grants for direct market operations which put them at a disadvantage compared to large-scale
commodity operations.3¢#18 This was particularly apparent when it came to food safety
regulations, which many producers noted were designed for large-scale operations.® Navigating
and complying with costly food safety regulations was a challenge, particularly for small-scale
producers looking to participate in direct marketing.?84%:43.79.84 This was especially challenging
for producers looking to sell in institutional markets, which are required to follow strict federal
guidelines when procuring food.* Several sources noted a knowledge gap when it came to the
importance of food safety between food service directors and producers. As expected, food
service directors were highly concerned with food safety and expected vendors to meet certain
regulatory requirements. In some cases, they were less inclined to purchase from small farms due
to food safety concerns.*%#>7 Comparatively, producers considered food safety to be less of a
priority.*>7 For example, two surveys revealed that a majority of direct market farms were not
certified in Good Agricultural Practices (GAP), a voluntary USDA audit program that verifies
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adherence to food safety practices.?®”° One source speculated that this may be because producers
were not aware of the importance of food safety for buyers in this market.*’

Competitive Challenges

Several sources reported that the biggest competitive challenge to direct market farms
was conventional retailers, such as supermarkets and big-box stores, which provided customers
with a level of convenience that could not be matched in most direct market
channels 3%-33-76.61.66.73.74 One additional challenge was that many conventional retailers have co-
opted the values and ideals of direct marketing by selling goods with “organic” and “locally
grown” labels at lower prices and higher volumes than possible for direct market
producers.?42-50.67.73.78 This challenged the appeal of small-scale producers which allowed them
to charge premium prices and provided customers with unrealistic expectations for cost, seasonal
availability, and production of food.0:63-68

Another major source of competition for producers selling directly to institutional and
retail markets were wholesale vendors, which offered buyers larger volumes and a more
streamlined experience that direct market producers were not always capable of
providing 334748657178 Qeveral reports suggested that this was compounded by many government
policies and financial incentive programs which favored large, commodity agriculture and often
limited market opportunities for small farms and/or forced them out of business.33-:63:6%72.78.84 For
example, the competitive bidding process required for food procurement in large institutions
favored wholesale vendors that could accommodate budget restraints and meet high expectations
for processing, service, and convenience.’>*>7> Additionally, many reports indicated that food
safety policies, regulatory constraints, and financial incentive programs were designed with a
“one size fits all” approach and limited growth of the local food system in which direct market
producers play a major role.3363:69.78.84.85

Large-scale farms and conventional retailers were not the only sources of competition
among direct market producers. Growth in direct marketing has introduced additional challenges
and has forced producers to cope with the effects of market saturation. One major consequence
was increased competition among other producers within popular direct market channels. For
example, some sources suggested that saturation in the CSA market posed a barrier to new
producers looking to enter the market.”?° Additionally, producers selling at farmers markers
were forced to charge lower prices in an effort to compete with other vendors, further reducing
profitability.'®

Market Variability and Sustainability Challenges

As aresult of a globalized food system, several sources suggested that many customers
have come to expect a certain level of consistency that was unrealistic for direct market
producers to meet. Seasonality, adequate supply, and unpredictability inherent with food
production and sales was a challenge in small-scale direct marketing.?!*!43-80 This was especially
challenging in retail and institutional markets which demanded year-round consistency in
volume and quality.*871.76.78.79.86.87 producers managing CSA programs have also experienced
challenges sustaining their businesses. Several sources pointed out that producers had difficulty
retaining members from season to season, which increased their workload for the recruitment of
new members and led to burnout.?*3%3%7788 One source reported that the average retention rate
for a CSA program was 50%, which may explain why fewer than 2% of CSAs lasted longer than
15 years.>®’7 CSAs were initially created as a mutually beneficial opportunity for customers to
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support their community, but some sources suggested that customers’ motivations for
participating were evolving. For example, customers who expected a fixed volume and variety of
goods were disappointed by fluctuations in boxes based on typical production challenges.>
Another source noted that members were expected to adapt to production constraints and
ultimately canceled their memberships due to inconvenience and lack of choice.*°

Strategies and opportunities to improve direct marketing

The primary strategies and opportunities to improve direct marketing that were identified
in this review included strategies for producers to enter the direct market or adopt new direct
marketing strategies, and opportunities for government and extension agencies to provide
support to producers to improve direct marketing.

Marketing, Advertising, and Promotion Strategies

Advertising was reported by several sources as a vital strategy for boosting direct
marketing profitability and promoting consumerism.3>33-7:6089.90 One source reported that
producers who spent more money on advertising also made more money in sales.** Advertising
methods among producers varied greatly due to a variety of factors including changes in
communication methods over the years. However, “word of mouth” was consistently identified
by producers as the most widely used and most successful form of advertising in direct
marketing channels.**°!8891-94 Producers have taken advantage of this method in a variety of
ways to expand their customer base. For example, some reported providing incentives or rewards
to those who brought in new customers or members.”>** Other reported methods of promotion
included CSA newsletters with information about the current harvest, distribution of recipe cards
at farmers markets to promote the sale of certain products, and on-farm events such as kick-off
festivals and youth outreach programs.*->-7 Additionally, studies suggested that impulse
shopping was common at direct markets, and visually appealing displays helped to attract new
customers and promote sales.?*3

The literature illustrated a variety of methods that producers used to appeal to their
customer base and included many studies that attempted to understand customer demand in
direct marketing in an effort to improve marketing strategies. However, the results varied greatly
based on factors such as demographics and location suggesting that targeted marketing was
crucial for direct market producers. Several sources concluded that a standardized, nationally
relevant marketing strategy was insufficient due to differences in direct market customer
behaviors and motivations.****#3% In order to maintain a successful direct market operation,
several studies reported that it was essential for producers to understand the unique demands and
preferences of their target customer base and tailor their business as such,>337.73.88,89.95.96

Multiple sources reported that diversifying markets and production strategies provided an
opportunity for producers to mitigate risk and improve the efficiency of production while
boosting sales,?!36:97:43.45,55.62.71,72.81.94 Some reports indicated that committing to fewer, more
profitable market channels was a more lucrative, less labor-intensive strategy for producers than
selling in a large number of outlets.!%>*%7 One method presented which increased profits without
requiring a great deal of additional labor was diversifying in markets where leftover or surplus
items could be sold in small volumes.?%3%71.727 Additionally, marketing items in populated, high
volume areas, such as city centers or those with high foot traffic, provided an opportunity for
producers to challenge the competition of conventional retailers and often improved
profitability.3%4377:89.93.9497.98 Some sources suggested that producers also took advantage of the
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increased profit potential of markets located in high-income areas.®”-8%% Alternately, one source
noted that some producers made a conscious effort to charge prices more in line with
supermarket prices when selling in low-income areas.®

Business and Management Strategies

Creating a sound business and production plan and carefully selecting markets suitable
for the farm operation were essential for overcoming many of the challenges to direct
marketing.3>434385.96 Though investing in hired labor or infrastructure that extended the growing
season increased costs, some sources reported that they were often offset by an increase in
returns.'®234334 One source pointed out that producers who used high tunnels on one acre of land
doubled the yield of tomatoes and summer squash resulting in higher profitability at farmers
markets than in wholesale markets.’* Another reported that investments in labor, though often
avoided, proved valuable for improving profitability—a 1% increase in labor resulted in a greater
increase in the value of production and sales than a 1% increase in acres in production.'

Direct market producers took advantage of unique opportunities to capitalize on markets
where they were likely to receive a premium price for a product by offering unique options not
routinely available through wholesalers or conventional retailers.!®-3%43:438%90 For example, niche
items and food responsibly grown by small-scale producers were highly valued in restaurant
markets. Additionally, customers in this market were reportedly less concerned with price than

those in other markets resulting in higher returns which offset the additional labor
costs.43-47.78.99.100

Social Embeddedness

Most direct market producers and customers valued the social benefits and community
environment that resulted from direct market operations. Producers reported receiving
tremendous value from participating in strong networks of producers who provided one another
support and an opportunity to pool resources and share knowledge.?3:4>43:49:63.8497 Novel market
channels such as cooperative CSAs, food hubs, farmer co-ops, and producer-owned retail outlets
allowed producers to overcome challenges related to inadequate supply and often eased entry
into larger markets such as institutions or retail.?20-87,35:43.45.62.74.76,79.86 Throyugh these and other
direct marketing outlets, connection and customer rapport set direct marketing apart from
conventional marketing and provided additional value for customers.37:40:44.62,71,76,77.80.81,85
Additionally, connecting with customers, existing and prospective buyers, and the community on
social media and face-to-face was an opportunity for producers to build a network while also
providing education on production practices and gaining new business.?%3398,101,102,36.43-
43.47.75.85.86 Some sources pointed out that extension and governmental agencies are in key
positions to facilitate producer-producer and producer-buyer connections through databases or
networking opportunities to help promote social embeddedness in the direct marketing food
system, 4834

Technical assistance and policy opportunities

Many producers expressed interest in accessible technical assistance opportunities to
encourage growth and sustainability in direct marketing. Education for new and established
direct marketers that filled the knowledge gap and provided training on topics such as advertising
and promotion, business planning, food safety policies, and navigation of regulatory standards
and certifications, were reportedly beneficial for producers and helped to improve
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sales, !8,36:40.42.:49.64.85.99.103 Tpy gddition, because compliance with business and food safety

regulatory standards was a common barrier to entry for commercial markets such as institutions
and retail, producers frequently cited a need for technical assistance in these areas.*>7%86:2 While
many programs intended to provide support to small-scale producers already exist, research
suggested that an individualized and tailored approach was important to address the range of
producer experience, farm size, and market type that is represented among direct marketers.3-¢”
One source emphasized that a “one-size-fits-all” approach was inadequate to effect lasting
change in the food system.%” Specifically, producers who sought advice from professionals were
more likely to adopt direct marketing strategies; targeting young and beginning producers for
technical assistance opportunities was a beneficial strategy to improve direct marketing,!6:1%7!

Additionally, producers reported that they were dissatisfied with the food policies
currently in place in the U.S. A commonly reported theme amongst producers was that many
government policies favored large-scale and commodity operations which excluded small farms
and were unsupportive of direct marketing efforts,>3-63-6%727884 Some reports suggested that
extension partners, governmental agencies, and advocates of small-scale producers contributed to
growth in direct marketing by creating and supporting new, more flexible policies that were
appropriate and realistic for producers of various sizes.>%* For example, one source
recommended expanding programs and policies that incentivized or mandated institutional food
procurement directly from producers in order to support direct marketing.’! Other sources
suggested that producers would also benefit from programs that provided technical support,
grants, and working capital to meet the unique needs of direct marketers.%%%3

Discussion

We assessed the state of research on direct market food systems in the U.S. This
systematic review identified 105 studies and reports that examined the scope of direct market
food systems in the U.S. and provided data regarding challenges, strategies, and opportunities to
improve direct marketing. To our knowledge, no other review has summarized this body of
literature.

Understanding the characteristics of farms that participate in direct markets and which
direct market channels is important contextually. We found that direct market farms are typically
small- to medium-sized because direct market channels favor lower volume sales and customers
in these markets are often seeking more high-quality or niche products. Direct market producers
typically raise a diversity of high-value crops and livestock and are more likely to market
sustainably produced local goods and specialty items such as grass-fed beef and organic
products. The most widely used market channels are direct-to-consumer markets such as farmers
markets, CSAs, and roadside stands due to high customer demand and small, manageable
volumes. Retail markets offer high profitability to direct market farms but often have additional
barriers to entry and sustainability challenges. Institutional markets are less profitable but often
provide a steady market and rewarding social benefits.

The common themes that emerged in this review provide a foundation of evidence to
better understand direct marketing in the United States. This review also illustrates the varied
ways in which data are being collected for this area of research. Because of design differences
and variations in reporting, we were unable to fully compare results across individual market
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channels. A noteworthy example of this was the lack of alignment on the definition of direct
marketing itself. In previous years, the Census of Agriculture only reported sales directly to
individuals and did not quantify specific direct market channels. The recognition of direct market
sales to retail, institutions, and food hubs by the 2017 Census of Agriculture provided insight
into previously overlooked direct market channels and suggests progress towards more inclusive
and standardized collection methods.> However, as a result of gaps in reporting prior to 2017,
growth remains difficult to interpret. For example, we found that the value of direct market sales
has grown substantially over the last twenty years while the number of farms participating in
direct marketing appears to be declining. We also found that, in comparison, a smaller number of
farms sold a greater value of goods through retail, institutional, and food hub channels. However,
changes to the definition used for recording this data in the USDA Census of Agriculture limit
our ability to appropriately compare the number of participating farms. Additionally, without
prior data on retail, institution, and food hub sales, it’s unclear whether this area of direct
marketing is growing or declining and as a result, we cannot definitively conclude whether direct
marketing as a whole is continuing to thrive.

A majority of the studies we reviewed examined direct marketing in a specific region,
state, or county, and contributed to common themes generalizable to direct market producers
nationwide. Given the heterogeneity and variation in definitions among these studies, we could
not sufficiently compare direct marketing regionally. As a result, this review could not account
for regional differences in the scope of direct marketing, though our review indicated that there
was variation in the concentration, size, participation, and choice of direct market channel based
on location. We found that direct market farms are typically small in size and produce a diverse
range of crops. This suggests that regions that have higher concentrations of small farms likely
have more producers participating in direct marketing. For example, some reports showed that
the Northeastern region of the U.S. had a high concentration of small farms and thus more
participation in direct marketing.?**7 Alternatively, one survey of Nebraska producers, a majority
of which grew corn and soybeans on an average of 600 acres, found that only 4% of respondents
sold goods at farmers markets.3? Variations such as these suggest that the concentration of direct
marketing operations varies by state and region. Efforts should be made to better understand
these variations so that attempts to improve direct marketing participation can be geographically
targeted.

One main focus of our review was to assess growth in direct marketing, but our results
suggest that growth at the farm level may be counterintuitive to the direct marketing model. This
review underscored the importance of premium prices over quantity for producers. Many small
farms have land and seasonality constraints that limit growth in volume. At the same time, this
review found that rapid growth can result in a saturated market, which can produce novel
challenges such as increased competition among direct market producers. In addition, growth
and profitability do not appear to be the sole motivating factors for producers to participate in
direct marketing. We found that many producers and customers value the community connection
and social benefits that are unique to direct marketing. In some cases, producers may even forgo
profitability in order to benefit their community. Thus, as programs and policies are developed to
help direct market farms, it will be important to focus support on efforts that maintain important
values of the direct market model.

This systematic review also synthesized the available evidence on the challenges and
strategies faced by direct market farms. Challenges fell into three categories: resource-based

18



(e.g., time limitations, infrastructure, skills, knowledge), competitive (e.g., competition on
customers or price, or barriers to entry), and market variability and sustainability (e.g.,
seasonality, adequate supply, customer retention). Direct market farms adapted to these
challenges through a number of strategies including diversifying market and production
strategies, capitalizing on their value to overcome competition, making sound investments in
labor and infrastructure to boost returns, and maintaining a sense of community with customers
and fellow producers.

Interestingly, the challenges that were not addressed by the noted strategies were
upstream barriers that producers did not have the power to overcome individually. These
challenges included those related to unrealistic customer expectations for reliability and
consistency, barriers to entry in certain markets that favor large-scale operations, and a lack of
technical assistance and resources for producers to build new skillsets and navigate complex and
costly regulations. These challenges illustrate additional opportunities for government and
extension agencies to improve program accessibility, support new policies and programs, and
provide assistance.

While efforts were made to identify all relevant studies, this review has several
limitations. It was limited by the availability of existing literature and by publication bias. As
stated previously, the research we reviewed was representative of various regions across the U.S.
There was a higher concentration of sources from the Midwest and Southeast regions which may
have led to results that were less common among producers in other regions. As a result, the
challenges, strategies, and opportunities we identified may not apply to all direct market
operations. We also noted that most of the sources we reviewed were focused on the more
popular direct-to-consumer channels compared to institutional and retail markets. Finally, our
analysis did not account for changes in challenges or strategies over time, and some of the early
research we reviewed may have yielded results that are no longer relevant. One such example
was a common recommendation to use newspaper and radio ads as a promotion strategy and the
subsequent lack of discussion around the use of technology and social media.

Recommendations for Future Research

We hope this review will be helpful in exploring what can be addressed via national and
regional public investments and to highlight the need to evaluate the outcomes of those
investments using common measures. Importantly, our review indicated that customer demand
and preferences vary from region to region. Future research to understand regional differences
will be important to undertake, as well as local initiatives to support targeted marketing efforts.

The equity-related implications of direct marketing should also be further explored for
opportunities and synergies. While some of our results showed that producers are motivated to
improve their communities, others suggested that the quest for profitability may contribute to
inequities. For example, we found that markets placed in high-income areas improve
profitability, thereby limiting access to these markets and excluding low-income shoppers. We
also found that many producers avoid selling goods to public institutions in part due to low
budgets and poor returns. Government programs such as farmers market incentives for
Supplemental Nutrition Assistance Program (SNAP) beneficiaries and Farm-to-School programs
help bridge the gap between equity and profitability. Public investments may be the solution for
motivating engagement in direct marketing while promoting equity and maintaining producer
livelihood.
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Finally, our review did not examine for population health or community benefits of direct
marketing, though this would be helpful in determining the cost-benefit ratio for public
investments. Other research suggests that direct marketing has economic and environmental
benefits to communities.!* Gaining a better understanding of the additional benefits of direct
marketing will provide further measures of success and may help to justify the importance of
funding and support for direct marketing.
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selling directly to

consumers

(Vogel, Low)

Burlington Food Hub: 2010 | Research Sustainable Northeast Food hubs
Innovative Direct Project Agriculture Research

Marketing Opportunities & Education

(Marcotte, Davis, Desai,

Kolodinsky)

Barriers and 2010 | Journal Sustainability Midwest General
Opportunities for

Sustainable Food Systems

in Northeastern Kansas
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