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ABSTRACT

Farm retail marketing or farmer-to-consumer
direct marketing is an important outlet for many New
York vegetable products. Marketing direct to consum-
ers takes special skills and abilities on the part of mar-
keters, and also requires a favorable location with re-
spect to land resources and local markets. Since many
farmers and direct market managers lack the resources
and experience to compete with supermarkets, it is
important for direct marketing operators to differenti-
ate themselves from the mass marketers. The goal of
this study was to analyze the effectiveness of direct
marketing activities and marketing strategies used by
New York vegetable farms. A survey designed to col-
lect information on farm retail marketing practices
from New York vegetable farms was conducted dur-
ing the winter of 2000-20001. Results were analyzed
based on business profiles of New York vegetable
farms with direct marketing activities, marketing chan-
nels used, retail seasonality, product mix, importance
of different direct marketing activities, effectiveness
of different marketing and business management tools,
and future plans for various marketing activities.

The surveyed vegetable farms had average
total farm sales of $274,311 and average retail sales of
$123,612. Direct marketing to consumers was an im-
portant source of farm income for a majority of the
surveyed New York vegetable farms with retail mar-

keting activities. Sixty-nine percent of the respondents
received more than half of their farm gross income from
direct sales to consumers. However, vegetable farms
with direct marketing activities generally did not rely
on retail alone. Farms with higher gross sales utilized
more marketing channels and depended more heavily
on wholesale. May through October is the most im-
portant sales season for farmer-to-consumer direct
marketing activities. The surveyed farms retailed more
than just the items they produced. Purchased items for
resale were an important avenue to expand product
line and increase the volume of products available for
retail. Three most commonly used direct marketing
methods were roadside markets, farmers’ markets and
pick-your-own. Among all the direct marketing com-
ponents, fresh farm products - including fresh veg-
etables, fruits, and meat products - were rated as most
important to the operation by most surveyed farms
(83 percent). Ice cream stand had the second highest
rating but was only rated by 3 percent of the surveyed
farms. Ornamental plants and holiday crops were rated
number three by 43 percent and 54 percent of farms,
respectively. The most commonly used promotion tools
were “word-of-mouth” and “newspapers”, and “la-
bor related challenges” and “competition in the mar-
kets” were the two major concerns among survey re-
spondents.
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EXECUTIVE SUMMARY

Farmer-to-consumer direct marketing or
farm retailing is an important outlet for many New
York vegetable products. This marketing channel
experienced a resurgence of interest in recent
decades. Some contributing factors include de-
pressed wholesale farm prices and consolidation in
the produce industry in recent years. Many medium
and small size farms have adopted direct marketing
to consumers as an alternative to sustain business
vitality. In addition, growing consumer interest in
nutrition and food quality, combined with increased
attention in the sustainable agriculture movement
and in local community development, further fueled
consumer interest in direct purchasing from farmers.

Marketing direct to consumers takes special
skills and abilities on the part of marketers, and also
requires a favorable location with respect to land
resources and local markets. Since many farmers
and direct marketing managers lack the resources
and experience to compete with supermarkets, it is
important for direct marketing operators to differen-
tiate themselves from mass marketers. This report
summarizes results of a survey designed to collect
information on farmer-to-consumer direct marketing
(retail) practices used by New York vegetable farms.

Objectives of this study are to:

¢ Determine the economic dimension of
farmer-to-consumer direct marketing
activities on New York vegetable farms.

¢ Analyze effectiveness of different marketing
activities and strategies used by New York
farmer-to-consumer direct marketing veg-
etable farms.

¢ Identify industry concerns and research ques-
tions for future in-depth direct marketing stud-
ies.

The direct marketing sales in this study refer
to farms selling their products (food and non-food)
and services directly to consumers using various
retail outlets (roadside markets, farmers” markets,
pick-your-own, community supported agriculture,
catalog, internet, etc.). The products sold could
include products grown on the farm as well as
agricultural and non-agricultural products pur-
chased for resale. A mail survey was developed to
collect information on farm direct marketing prac-
tices, as defined above, from New York vegetable

farms with direct marketing sales in 2000.

Results from 122 completed surveys are
summarized in the analysis. The survey respon-
dents’ average total annual gross sales were $274,311
in 2000. Although the overall average retail sales of
the surveyed respondents were $123,196 in 2000
(including products grown on the farm and pur-
chased for resale as well as services and entertain-
ment activities), one-half of the respondents had less
than $30,000 (median) annual retail sales. The
majority of surveyed farms produced more than
vegetables. Among the surveyed direct marketing
vegetable farms, 46 percent also produced fruits and
berries, and 45 percent also produced ornamental
crops.

Direct marketing to consumers was an
important source of farm income for a majority of
the surveyed direct marketing vegetable farms. Of
the farms surveyed, 45 percent of total farm sales in
2000 were from retail business. Sixty-nine percent of
the respondents received more than half of their
farm’s gross income from direct sales to consumers.
Moreover, for 44 percent of the respondents, retail
sales accounted for more than 90 percent of their
total farm receipts, compared with 7 percent of the
respondents who attributed less than 10 percent of
farm receipts to retail. Among respondents, the
average percentage of sales from direct sales to
consumers was 72 percent.

The surveyed direct marketing vegetable
farms generally did not depend on retail alone.
Among the five marketing channels identified in this
survey - “‘wholesale to supermarkets’, “‘wholesale to
other retail farm markets’, “‘wholesale to foodservice
outlets’, “‘wholesale through other wholesale outlets’
(wholesalers, brokers, processors, auction, etc.), and
‘direct marketing to consumers’ - respondents used
an average of 2.3 marketing channels to sell their
products. "Wholesale to other retail farm markets’ is
the most commonly utilized wholesale outlet, while
foodservice outlets was the least utilized wholesale
channel. Although only 29 percent of the respon-
dents wholesaled through ‘other wholesale outlets’,
this marketing channel is important to farm income.
Twenty-nine percent of total surveyed farm sales
were generated from this wholesale channel, com-
pared to 14 percent from ‘wholesale to other retail
farm markets’.

W.L. Uva



New York direct marketing vegetable farms
generally only retail seasonally. The surveyed
respondents retailed an average of 6.4 months in
2000. About one-quarter (24 percent) of respondents
retailed less than four months of the year, and only 8
percent retailed year-round. Operations with higher
retail sales operated longer retail seasons, and
operations with urban locations also had longer
retail seasons. May through October is the most
important sales season for farmer-to-consumer direct
marketing sales. Fall sales were very significant for
New York direct marketers, and December is a
month with potential to generate high sales.

Fresh vegetables, ornamental plants and
fresh fruits were the top three retail product catego-
ries for New York direct marketing vegetable farms.
Other product categories sold by surveyed respon-
dents included processed products, holiday crops
(pumpkins and Christmas trees), gifts and accesso-
ries, baked goods, ice cream, meat products, milk
and cheese products, and other products (maple
syrup, mushrooms, entertainment activities, furni-
ture, firewood and wool). Larger retail operations
had a broader product mix. New York direct mar-
keting vegetable farms also retailed more than just
items that they produced on the farm. They pur-
chased items for resale to expand the product line,
increase variety, and supplement the volume of
products available for retail. The surveyed farms are
least likely to purchase vegetables and pumpkins to
resell. On the other hand, for all other product lines
identified in this study, more than 50 percent of
farms purchased some items in those product lines
to resell.

Among the direct marketing methods
identified in this study (roadside markets, farmers’
markets, pick-your-own (PYO), community sup-
ported agriculture (CSA), catalog sales, internet
sales, and other methods (including direct order/
custom sales)), New York direct marketing vegetable
farms with direct marketing activities generally used

one to two marketing methods to retail their prod-
ucts. Three most commonly used direct marketing
methods were roadside markets, farmers’ markets
and pick-your-own (PYO). Roadside marketing was
used by three-quarters of respondents to market
their products and generated three quarters of the
direct marketing sales surveyed.

Competition and labor related challenges
are the top barriers to success in many direct market-
ing operators” minds. Identified competition in-
cludes supermarkets, international trades and other
farm markets. Labor related challenges mentioned
include lack of labor pool and hard-to-find seasonal
help, difficulty in finding good labor and keeping
qualified labor, and high costs of labor. Other top
barriers were location, limited resources (capital,
time and land), regulations, and marketing related
issues (advertising, display, attracting new custom-
ers, etc.).

While the top opportunity identified by the
respondents was definitely diversification and
expansion, many farms have different plans on how
they want to expand and diversify their retail
businesses. The expansion plans include on-farm
entertainment/agri-tourism, product lines/crop mix,
greenhouse/ornamental plant sales, farmers’
markets, value-added products, internet/ mail order
sales, diversification, longer season, and larger farm
size and longer operating hours. Respondents also
strive to provide ‘farm fresh’, high quality and fresh
products, as well as good service. Expanding
marketing is another important opportunity identi-
fied by respondents.

Direct marketing is an important source of
income for New York vegetable farms with direct
marketing activities. Many New York direct market-
ing farms are considering expansion; therefore, more
attention to marketing and business management
will be necessary to ensure future profitability and
success.

Vi
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I. INTRODUCTION

Farmer-to-consumer direct marketing or
farm retailing is an important outlet for many New
York vegetable products. During the Depression of
the 1930s, many farmers turned to roadside market-
ing (Bond, 1941). Favorable wholesale prices during
and following World War II provided better alterna-
tives, and interest in direct marketing to consumers
declined. In the late 1950s, mechanization and other
production technologies changed price and cost
relationships, and the larger volumes required to
market through traditional wholesale channels again
encouraged renewed interest in direct marketing
among many growers (How, 1980). This marketing
channel experienced a resurgence of interest that
began in the 1970s. Some contributing factors
include depressed wholesale farm prices and
consolidation in the produce industry in recent
years. While some growers are striving for econo-
mies of scale in search of lower costs and higher
efficiency to meet the needs of large buyers, many
medium and small size farms have adopted direct
marketing to consumers as an alternative to sustain
business vitality, obtain higher prices, and maintain
a competitive edge in the market. In addition,
growing consumer interest in nutrition and food
quality, combined with increased attention in the
sustainable agriculture movement and local commu-
nity development, further fueled consumer interest
in direct purchasing from farmers.

A USDA study showed that pressing issues
facing farmer-to-consumer direct marketers are
uncertainty of cost and returns, availability of
technical assistance, and the overall regulatory
environment (Bills, et al. 2000). Marketing direct to
consumers takes special skills and abilities on the
part of marketers, and often requires a favorable
location with respect to land resources and local
markets. Since many farmers and direct marketing
managers lack the resources and experience to
compete with supermarkets, it is important for direct
marketing operators to differentiate themselves from
mass marketers. Cornell researchers conducted
several studies in the 1970s to obtain information on
the characteristics of direct marketing businesses in
New York and the customers who patronize them
(Stuhlmiller and How, 1978; Stuhlmiller, et al. 1976;
and Eiler and Rosenfeld, 1973). While there are
some recent studies on consumer preferences and
shopping habits at farmers” direct marketing outlets,
there is a need for information on effective market-

ing activities and their economic feasibility, targeting
the needs of New York growers.

Direct marketing to consumers is an impor-
tant marketing channel to New York vegetable
farms. According to the 1997 Census of Agriculture
(USDA, 1999), 55 percent of the 1,585 vegetable
farms in New York conducted some direct market-
ing activities, and about $13.2 million (or 5 percent)
of total sales generated by these New York vegetable
farms traced to direct marketing activities. However,
the direct sales definition used by the Census of
Agriculture is more narrowly defined than farmers’
actual practices. The Census of Agriculture defined
direct sales as sales of crops, livestock, poultry, or
other products sold directly to consumers for their
own consumption from roadside stands, farmers’
markets, pick your own, door-to-door, etc. It only
included sales of agricultural commodities sold
directly for human consumption, such as vegetables,
fruit, eggs, milk, cattle, chickens, hogs, turkeys, etc.,
and only commodities grown or raised on the farm.
Nevertheless, in order to maintain their competitive
edge in the market, many farmers with direct-to-
consumer sales have adopted various marketing
strategies to enhance the value of their products and
services. They often also sell nonfood products, i.e.
ornamental plants and gift items, and products
purchased for resale, and receive income from
services they provide. Therefore, the magnitude of
vegetable farms’ direct marketing activities is much
greater than the census figures demonstrated. This
study attempts to examine a comprehensive picture
of retail practices used by vegetable farms in New
York and the impacts of those practices on farm
profitability.

Objectives of this study are to:

¢ Investigate the dynamics of farmer-to-
consumer direct marketing activities on
New York vegetable farms.

*  Analyze the effectiveness of different market-
ing activities and strategies used by New York
farmer-to-consumer direct marketing veg-
etable farms.

¢ Identify industry concerns and research ques-
tions for future study.
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This report summarizes the results of a
survey designed to collect information on farmer-to-

consumer marketing (retail) practices used by New
York vegetable farms in 2000.

II. STUDY APPROACH AND DEFINITIONS

Various definitions are used for farm direct
marketing studies. Although it often stands for
farmer-to-consumer direct sales - retail, sometimes it
could also include direct sales to food services and
other specific outlets - wholesale (NY Agricultural
Statistics Service, 1988). This study only considers
retail practices used by vegetable farms in New York
and the impacts of those practices on farm profitabil-
ity. Therefore, “direct marketing sales” in this study
include sales generated by farms selling their
products (food and nonfood) and services directly to
individual consumers using various retail outlets.
Direct sales to institutional customers, i.e.
foodservice, are not included in this study. The
products sold could encompass products grown or
processed on the farm as well as products purchased
for resale, and the services provided also included
entertainment activities. This definition is different
from the one used by the Census of Agriculture;
therefore, it is very important to note that many
results in this report cannot be directly compared
with the figures of direct sales in the Census of
Agriculture.

The direct marketing product and service
categories included in this survey were:

¢ Fresh vegetables and melons

¢  Fresh fruits and berries

¢ Nursery and greenhouse crops (bedding
and potted plants, flowers, trees, etc.)
Holiday crops (pumpkins and Christ-
mas trees)

Meat products

Milk and chess products

Value-added/ processing products
Baked goods

Ice cream

Gifts and gardening accessories
Entertainment activities

Other products (i.e. maple syrup, honey,
furniture, etc.)

<>
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The types of direct marketing retail outlets
included in this survey were (see Box 1 for defini-
tion):

Roadside markets

Farmers’ markets

Pick-your-own (PYO)

Community supported agriculture
(CsA)

Catalogue and internet sales

¢ Other direct sales (i.e. direct order, craft
show, etc.)

* & o o

*

A mail survey was developed to collect
information from New York vegetable farms on
farm direct marketing practices, as defined above.
The survey questionnaire is included in Appendix B.
A random sample of 500 vegetable farms with direct
marketing sales were identified from two sources -
the New York State Farmer’s Direct Marketing
Association list and the “New York State Guide to
Farm Fresh Products” published by New York State
Department of Agriculture and Markets. Therefore,
only vegetable farms that reported direct marketing
sales were selected to participate in the survey.

In November 2000, a draft of the question-
naire was pre-tested by four farms that were not in
the sample list. The questionnaire was revised based
on input from the growers. In January 2001, the
final questionnaire, along with a cover letter explain-
ing the purpose of this study, was mailed to the list
of 500 direct marketing vegetable farms in New York
State. A postcard reminder was mailed to the
sample list six weeks after the first mailing. In total,
163 questionnaires (33 percent) were returned. For
various reasons, some of these were unusable (i.e.,
incomplete, no longer in business, or had no veg-
etable production to report.) A total of 122 surveys
were completed and included in this analysis.

Survey results were statistically tested to

Analysis of Vegetable Farms’ Direct Marketing Activities in NYS



examine possible relationships among farm charac-
teristics, specifically, retail sales, retail locations and
direct marketing practices. Retail locations of the
surveyed vegetable farms were classified as being in
urban or rural areas, based on the Census Bureau'’s
definition of urbanized and rural areas. According
to the Census Bureau, urbanized areas are places
with populations of at least 50,000, and they usually
consist of a central city and the surrounding area

that has close social and economic ties to the central
city with a density of at least 1,000 people per square
mile; and rural areas are everywhere that is not
urban. Based on Census 2000 data, New York
counties meeting the urban definition include Bronx,
Erie, Kings, Monroe, Nassau, New York, Queens,
Suffolk and Westchester. Therefore, surveyed
respondents with retail locations in these counties
are categorized as urban retail locations.

products produced on the farm.

delivered to customers’ homes.

Box 1. Definition of Farmer-to-Consumer Direct Marketing Methods Used in
This Study

e Roadside Market: a temporary or permanent structure, located along a public road and used for selling farm
products directly to consumers by an individual farm operation. A roadside market can vary from an open stand
in front of the farm offering limited products to elaborate buildings equipped with refrigerated display cases,
lighting, shopping carts, and multiple checkout systems, operating year-round.

e Farmers’ Market: a building, structure, or place used by two or more agricultural producers for retailing farm
products. Each marketer operates independently. Farmers’ market facilities may range from an open lot where
farmers park their vehicles and display products to enclosed buildings with display counters and other accommo-
dations. The farmer usually pays a fee for the occupied space to cover maintenance and advertising.

e Pick-Your-Own (PYO) Operation: permits customers to come to the farm and harvest farm products directly
from the field. These operations may also sell already harvested products from a roadside market in conjunction
with the PYO operation. In such a case, the farm is considered using more than one direct marketing method.

e Community-Supported-Agriculture (CSA) Operation: requires customers to subscribe or purchase member-
ship, where people buy “shares” at the beginning of the production season in exchange for a season’s worth of

e Catalog and Internet Sales: does not involve a physical retail facility. Farm products are marketed to customers
by catalogs or over the internet, and sales are conducted via phone, mail or internet. Products are generally

e Other Methods: includes direct custom orders, fairs, craft shows and clubs.
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III. RESULTS

The survey respondents were spatially dis- Table I1I-1 shows that the surveyed respon-
tributed throughout New York State. As shown in dents’ retail sales pattern is similar to the surveys of
Figure III-1, direct marketing vegetable farms from fruit and vegetable direct marketing farms in Penn-
44 of the 62 counties in New York are represented in sylvania (Pennsylvania Dept. of Agriculture, 1997)
this survey, and the responses were distributed and direct marketing operations in New Jersey
across the four regions of the state as follows: (Nayga et al., 1995). A chi-square goodness-of-fit test

showed that the three direct marketer profiles are
¢ Western NY 37 responses not statistically different (DF = 10, P-value = 0.438).
¢ Central NY 31 responses
¢ Northeastern NY 25 responses
¢ Hudson Valley 21 responses
¢ New York City and
Long Island 8 responses

Figure III-1. Distribution of Survey Respondents from New York Counties

Northeastern

Westemn

NY City/Long Island
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Table III-1. Direct Marketer Profile Classified by
Retail Sales, NY (2000), PA (1996) and NJ (1992)*
Survey respondents NY PA NJ
by retail sales (N=122) (N = 406) (N =409)
% of survey respondents
Under $10,000 24 28 31
$10,000-24,999 20 19 14
$25,000-49,999 13 17 12
$50,000-99,999 14 14 10
$100,000-249,999 20 13 15
$250,000 and over 9 9 18
All Farms 100 100 100
* A chi-square goodness-of-fit test showed that the NY, PA, NJ direct marketer
profiles are not statistically different (DF = 10, P-value = 0.438).
Sources: Pennsylvania Dept. of Agriculture (1997) and Nayga et al. (1995).

Surveyed Respondent Profile

The 122 direct marketing vegetable farms
surveyed had an overall average of $123,612 in di-
rect retail sales in 2000; however, one-half had less
than $30,000 (median) in retail sales. About a quar-
ter (24 percent) of respondents had annual retail
sales of less than $10,000, and 20 percent ranged
from $10,000-24,999 and $100,000-249,999 in annual
retail sales (Table III-2).

Thirty-one percent of farms in this study had
retail locations in urban areas (as defined in the pre-
vious section), and 69 percent of surveyed farms had
retail locations in rural areas only. It should be
noted that some surveyed farms had more than one
retail location, and they could have both urban and
rural retail locations.

Direct marketing vegetable farms with ur-
ban retail locations were more likely to have higher

Table III-2. Descriptive Statistics of the Surveyed Direct Marketing Vegetable
Farms’ Direct Marketing (Retail) Sales, by Size of Retail Sales®

Respondents by % of Average Standard
retail sales Farms retail sales Median Min. Max. deviation
(%) (%)
Under $10,000 (N=29) 24 4,944 5,000 850 9,800 2,783
$10,000-24,999 (N=24) 20 15,587 15,000 10,000 24,000 4,868
$25,000-49,999 (N=16) 13 32,660 30,000 25,000 45,500 6,888
$50,000-99,999 (N=17) 14 70,147 65,500 50,000 92,000 13,354
$100,000-249,999 (N=24) 20 158,413 145,000 100,000 240,000 44,594
$250,000 and over (N=12) 9 781,010 650,000 325,000 1,641,612 143,065
All Farms (N=122) 100 123,196 30,000 850 1,641,612 262,332

2“Direct marketing (or retail) sales” refers to farms selling their products and services directly to individual consumers using various re-
tail outlets. The products sold could include food and non-food items and encompass products grown or processed on the farm as

well as products purchased for resale.
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Figure III-2. Distribution of Respondents by Retail Sales:
Urban vs. Rural Retail Locations
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retail sales than direct marketers with only rural re-
tail locations. The surveyed farms with retail loca-
tions in urban areas had average annual retail sales
of $248,523, of which 50 percent had $105,000 (me-
dian) or more in retail sales, and farms with retail
locations only in rural areas had average annual re-
tail sales of $69,703, and a median of $21,900. Figure
III-2 shows that more than half (52 percent) of re-
spondents with only rural retail locations had less
than $25,000 in retail sales in 2000, whereas, only 24
percent of respondents using urban retail locations
fell into that category. By contrast, while only 21
percent of respondents with rural retail locations
generated more than $100,000 in retail sales in 2000,
almost half of the respondents (47 percent) with ur-
ban retail locations were in that sales category.

The surveyed farms had an average of 21.4
years of direct marketing experience. Thirty-seven
percent of respondents had less than ten years of re-
tailing experience, 22 percent had 11 to 20 years, 27
percent had 21 to 40 years, and 14 percent had more
than 40 years of retailing experience. Farms with

higher retail sales had longer average direct market-
ing histories, except for businesses with $50,000-
99,999 annual retail sales (Figure I11-3).

The majority of surveyed direct marketing
vegetable farms produced additional products other
than vegetables. Among the surveyed vegetable
farms, 46 percent also produced fruits and berries,
45 percent also produced ornamental plants, and 17
percent of the businesses also produced other prod-
ucts, including Christmas trees, field crops, maple
syrup, animal products, mushrooms, and honey.
The direct marketing vegetable farms are equally
likely to combine fruit or ornamental crops into their
production. Twenty-eight percent of the respon-
dents grew only vegetable crops in 2000, 26 percent
grew vegetable and fruit crops, 26 percent grew veg-
etable and ornamental crops, and 20 percent grew all
three major types of crops. Larger farms are more
likely to diversify and grow a larger acreage of mul-
tiple types of crops for sale. In Appendix A, Tables
V-1 and V-2 show the acreage and combination of
crops (fruits, vegetables and ornamental plants) pro-
duced by different sized operations.

Analysis of Vegetable Farms’ Direct Marketing Activities in NYS
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The Role of Direct Market Sales to Farm
Income

For a majority of the surveyed direct mar-
keting vegetable farms, direct marketing to consum-
ers was an important source of farm income. Of the
farms surveyed, the average total annual gross farm
sales were $274,311 in 2000 (Table III-3). Forty-five
percent of total 2000 surveyed farm sales were from
direct sales to consumers; however, large vegetable
operations were less dependent on direct marketing
sales for their farm income. The other marketing
channels used by the surveyed farms will be dis-
cussed in the next section.

For 44 percent of the respondents, retail
sales accounted for more than 90 percent of their to-
tal farm sales, compared with 7 percent of the re-
spondents who attributed less than 10 percent of
farm sales to retail. Figure III-4 shows that 69 per-
cent of the respondents received more than half of
their farm’s gross sales from direct marketing to con-
sumers. Retailing in urban or rural locations did not

affect the degree of reliance on retail sales to gener-
ate farm income.

Marketing Channels Used by Vegetable
Farms with Direct Marketing Activities

Although direct marketing was an impor-
tant source of income, direct marketing vegetable
farms generally did not depend on retail alone. Five
marketing channels were identified in this survey:

Wholesale to supermarkets

Wholesale to other farm markets
Wholesale to foodservice outlets
Wholesale through other wholesale out-
lets (wholesalers, brokers, processors,
auction, etc.)

¢ Direct marketing to consumers

L 2R 2% 2B 2

The surveyed respondents used an average
of 2.3 marketing channels to sell their products. The
channel most commonly utilized by respondents to

W.L. Uva



Table III-3. Comparison of Annual Total Farm Gross Sales and Direct Market-
ing (Retail) Sales, by Total Farm Sales
Respondents by % of Average total Average % of retail contribution
total farm sales farms gross sales retail sales to total farm sales
% --- $/year --- $
Under $10,000 (N=25) 20 5,225 5,010 96
$10,000-49,999 (N=32) 26 23,037 18,255 79
$50,000-99,999 (N=11) 9 76,551 56,700 74
$100,000-249,999 (N=25) 21 154,057 97,521 63
$250,000-499,999 (N=7) 6 352,540 162,429 46
$500,000-749,999 (N=7) 6 602,998 253,171 42
$750,000-999,999 (N=4) 3 855,107 385,833 45
Over $1,000,000 (N=11) 9 1,587,657 607,601 38
All Farms (N=122) 100 274,311 123,612 45
2“Direct marketing (or retail) sales” refers to farms selling their products and services directly to individual consumers using various
retail outlets. The products sold could include food and nonfood items and encompass products grown or processed on the farm as
well as products purchased for resale.

\.

Figure III-4. Percentage of Total Annual Farm Sales from
Direct Marketing (Retail) Sales: Urban vs. Rural Retail
Locations
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wholesale their products was ‘wholesale to other
farm markets” (48 percent), while the wholesale
channel utilized the least by respondents was
‘foodservice outlets’ (only 22 percent). Among
wholesale outlets, sales to “other wholesale outlets’
generated the highest sales volume. Although only
29 percent of the respondents wholesaled through
‘other wholesale outlets’, 29 percent of total sur-
veyed farm sales were generated from this whole-
sale channel, compared with 14 percent from ‘whole-
sale to other farm markets’ reported by 48 percent of
respondents (Table I1I-4).

farms is presented in Table V-3 in Appendix A.

Direct Marketing Seasonality

New York vegetable farms with direct mar-
keting activities generally only retail seasonally.
About one quarter (24 percent) of respondents re-
tailed less than 4 months of the year, 55 percent re-
tailed between 5 to 8 months, and the remaining 21
percent retailed 9-12 months. Only 8 percent of the
surveyed farms retailed all-year-round.

Farms

Table III-4. Marketing Channels Used by NY Direct Marketing Vegetable

Marketing channel

% of respondents

% of total surveyed farm
sales from this channel

Wholesale to supermarkets
Wholesale to other farm markets
Wholesale to foodservice outlets
Wholesale to other wholesale outlets®

Direct retail to consumers®

36 8.3
48 13.7
22 4.1
29 291
100 44.8

a Other wholesale outlets include wholesalers, brokers, processors, auction, etc.

> “Direct marketing (or retail) sales” refers to farms selling their products and services directly to individual consumers using
various retail outlets. The products sold could include food and nonfood items and encompass products grown or pro-
cessed on the farm as well as products purchased for resale.

Farms with higher gross sales depend less
on retail for income (Table I1I-4). Figure III-5 shows
that large farms also tend to utilize more marketing
channels. However, the average number of market-
ing channels used by farms with total gross sales be-
tween $100,000 to 999,999 are not statistically differ-
ent. As farm size increases, although most farms
still wholesaled to other farm markets, sales to su-
permarkets and other wholesale outlets became
more important to farm income. Small to medium
size farms - farms with total gross sales of less than
$500,000 - tend to focus on a combination of two to
three outlets to wholesale their products. Large
farm operations - farms with total gross sales of
more than $500,000 - tend to concentrate a majority
of their wholesale efforts on one type of wholesale
outlet (often on other wholesale outlets) and supple-
ment it by additional wholesale outlets (supermar-
kets and other farm markets). Detailed information
comparing marketing outlets used by different size

The average number of months of retailing
was 6.4 months in 2000. Operations with urban re-
tail locations had a statistically longer direct market-
ing season (an average of 7.2 months) than opera-
tions with only rural retail locations (an average of 6
months). As seen in Figure I1I-6, operations with
higher retail sales generally had a longer direct mar-
keting season. This observation also applied to re-
spondents within the urban and rural groups.

Figure III-7 shows that May through Octo-
ber is the most important sales season for farmer-to-
consumer direct marketing activities. More than 80
percent of the total retail sales from the surveyed
vegetable farms was generated during these six
months. Fall sales were very important for New
York direct marketers. October sales accounted for
17 percent of retail sales generated by surveyed
farms in 2000, followed by May (16 percent). While
the seasonal pattern is similar for operations with
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Figure III-5. Average Number of Marketing Channels Used
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Figure III-7. Sales Generated in Each Month as Percentage of Total
Surveyed Retail Sales: Urban vs. Rural Retail Locations
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urban and rural retail locations, respondents with
urban retail locations had earlier and stronger spring
sales than respondents with only rural retail loca-
tions.

Businesses generally had 15 to 20 percent of
their retail sales generated in each month between
May and October. The average monthly retail sales
for all respondents was the highest in May ($38,055),
followed by October ($26,785). However, medium
and large direct marketing farms (groups with
$25,000 or more retail sales) had their highest aver-
age monthly sales value in October. Moreover, more
farms in this survey retailed in October than in May,
regardless of size and location. Table V-4 in Appen-
dix A shows the percentage of farms retailing in
each month by retail sales and locations.

December is a month with high sales poten-
tial. Although only 6 percent of the total surveyed
retail sales was generated in December, the 41 per-
cent of businesses who retailed in December in 2000
generated an average of 14 percent of their retail
sales in this month. While Table V-4 in Appendix A

shows farms with urban retail locations are more
likely to retail in December, December presents a
marketing opportunity for farms with only rural re-
tail locations as well. Fifty-four percent of respon-
dents with urban retail locations operated in Decem-
ber and generated 4 percent of this group’s total re-
tail sales in this month. By contrast, 35 percent of
farms with only rural retail locations operated in De-
cember, and their December sales accounted for 6
percent of total retail sales of this group.

Direct marketers tend to expand their season
to November and December, not January and Febru-
ary. Few respondents operated their retail outlets in
January (14 percent) and February (15 percent). For
those who operated in these two months, they only
generated an average of 4 and 5 percent of their re-
tail sales in each of these two months. Smaller direct
marketing farms (under $50,000 retail sales) with
only rural retail locations are more likely than their
urban counterparts to operate in January and Febru-
ary. However, the situation is reversed for larger
direct marketing farms ($100,000 or more retail
sales) in this survey.

W.L. Uva
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Direct Marketing Methods

New York direct marketing farms usually
used multiple methods to retail their products. Di-
rect marketing methods identified in this study in-
clude roadside markets, farmers” markets, pick-
your-own (PYO), community supported agriculture
(CSA), catalog sales, internet sales, and others - di-
rect order, custom sales, fairs, and shows, etc.
Among these, the surveyed farms used an average
of 1.7 methods to retail their products. The number
of methods utilized by different size direct market-
ing operations was not statistically different.

The three most commonly used methods
were roadside markets, farmers’ markets and PYO.
Roadside markets were used by 77 percent of the
respondents and generated 77 percent of the total
surveyed retail sales. However, 40 percent of the re-
spondents retailed at farmers” markets but generated
only 8 percent of the total surveyed retail sales, and
38 percent retailed through PYO but generated only
9 percent of the total surveyed retail sales (Figure III-
8). Table III-5 shows that roadside markets, PYO
and farmers’ markets had the highest average an-
nual sales of $123,787, $27,717 and $25,528, respec-
tively. Larger retail operations had higher average
sales for all marketing methods except for CSA.

Table V-5 in Appendix A presents direct
marketing methods used by different size retail
farms. Medium and large direct marketing veg-

etable farms (more than $50,000 retail sales) depend
mostly on roadside markets for retail revenue. For
smaller retail farms (less than $50,000 retail sales),
farmers’ markets are more important for retail in-
come . By contrast, none of the respondents with
more than $500,000 in retail sales operated in farm-
ers’ markets. As seen in Table III-6, respondents
who retailed in farmers’ markets sell at farmers’
markets an average of 2.3 times a week and gener-
ated an average of $390 per farmers’ market visit.
Larger businesses ($100,000-249,999 and $250,000-
499,999 retail sales) generated more than double the
sales per farmers’ market visit compared with
smaller businesses. This could be because larger
businesses sold more days at farmers” markets per
week and had a more diversified product mix to ex-
pand sales and season. PYO is important to the re-
tail revenue for small and medium farms (less than
$100,000 retail sales); however, larger size retail
farms ($100,000 and over retail sales) also often use
PYO in conjunction with their roadside market op-
erations. CSA was utilized more by smaller retail
operations.

Direct Marketing Product Enterprises

The direct marketing product enterprises
included in this survey are fresh vegetables, fresh
fruits, pumpkins, Christmas trees, processed prod-
ucts, gift and garden accessories, baked goods, ice
cream, meat products, milk and cheese products,
and other products (i.e. maple
syrup, mushrooms, entertain-

Respondents and Percentage

Figure III-8. Direct Marketing Methods Used by

ment activities, furniture, wool,
etc.). In addition to analyzing
the tangible product lines, we
also investigate the intangible

‘ B % of surveyed retail sales

B % of respondents ‘

and service aspects of direct

Percent (%)

Direct Marketing Methods

marketing enterprises - enter-
tainment activities, organic
product offerings, and restau-
rant/café/deli.

e Product Mix

Fresh vegetables, orna-
mental plants and fresh fruits
were the top three items retailed
by the surveyed farms. About
30 percent of total surveyed re-
tail revenue was from sale of
fresh vegetable products by 96
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Table III-5. Average Annual Direct Marketing (Retail) Sales for Different Direct
Marketing Methods, by Retail Sales?

Direct marketing methods

Respondents by Roadside Farmers’ Catalog Internet R
retail sales markets markets PYO sales sales CSA Others
$
Less than $10,000 3,456 3,222 3,382 750 475 600 1,300
$10,000-24.999 11,856 12,050 13,500 1,000 500 9,800 N/A
$25,000-49,999 21,483 20,980 11,067 N/A 200 1,000 N/A
$50,000-99,999 47,719 18,500 23,375 N/A N/A N/A 3,000
$100,000-249,999 125,625 74,333 25,250 33,500 2,333 2,000 10,000
$250,000 and over 672,909 80,000 81,436 12,000 3,000 N/A N/A
Total 123,787 25,528 27,717 16,150 1,456 3,350 2,456

a“Direct marketing (or retail) sales” refers to farms selling their products and services directly to individual consumers using various
retail outlets. The products sold could include food and nonfood items and encompass products grown or processed on the farm as

well as products purchased for resale.
b Qthers include direct order and custom sales.

percent of the respondents. Fifty-one percent of the

respondents marketed ornamental plants directly to
consumers and accounted for 25 percent of total sur-
veyed retail sales, and 65 percent of the respondents

marketed fresh fruits, accounting for 17 percent of

the total surveyed retail sales (Table III-7). Based on

the product lines identified in Table III-6, the sur-
veyed farms had an average of 4.8 product lines.

Although not statistically different, respon-

dents with urban retail locations had a slightly
higher number of product lines (5.4) than respon-
dents with only rural retail locations (4.6). Figure

III-9 demonstrates that larger operations had a

broader product mix, and increasing product lines is

crucial as farms expand their direct marketing op-
erations in rural locations. Larger direct marketing

Retail Sales

Table III-6. Frequency of Selling at Farmers’ Markets and Sales, by

Avg. sales Avg. selling Avg. months of selling
Respondents by retail sales per day? days per week at farmers’ markets
$ # of days months
Under $10,000 (N=29) 110 1.7 5.3
$10,000-24,999 (N=24) 381 1.8 5.0
$25,000-49,999 (N=16) 370 27 5.1
$50,000-99,999 (N=17) 259 3.2 5.8
$100,000-249,999 (N=24) 878 2.8 6.9
$250,000 and over (N=12) 1,111 3.0 6.0
Total (N=122) 390 2.3 5.6

chased for resale.

2 Includes sales from marketing products and services directly to individual consumers. The products sold could in-
clude food and nonfood items and encompass products grown or processed on the farm as well as products pur-
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Table III-7. Percentage of Sales and Businesses by Product Line
Product % of Respondents % of Total Surveyed Retail Sales
Fresh vegetables 96 29.7

Ornamentals 51 24.6

Fresh fruits 65 16.6

Pumpkins 59 6.7

Christmas trees 29 4.7

Processed products 44 4.3

Gifts and accessories 18 3.8

Entertainment activities 38 3.4

Baked goods 31 2.8

Other products?® 11 1.2

Ice cream 5 0.9

Meat products 21 0.4

Milk and cheese products 11 0.3

aOthers include maple syrup, mushrooms, entertainment activities, furniture, and wool.

Figure III-9. Average Number of Product Lines by Retail Sales:

Urban vs. Rural Retail Locations
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Table III-8. Items Purchased for Resale by Product: Urban vs. Rural Retail

Locations
Respondents by retail locations

Urban Rural All respondents

Avg. % of Avg. % of Avg. % of

Propensity of sales generated Propensity of sales generated Propensity of  sales generated

respondents to from items resondents to from items respondents to from items

purchase this purchased purchase this purchased purchase this purchased

product for resale® for resale® product for resale® for resale® product for resale? for resale®

% % %

Fresh vegetables 45 14 36 16 39 16
Ornamentals 60 26 60 25 60 25
Fresh fruits 61 41 52 26 53 31
Pumpkins 39 17 37 19 37 18
Christmas trees 92 85 62 49 74 63
Processed products 88 83 72 53 75 62
Gifts and accessories 100 100 93 66 95 77
Baked goods 35 59 62 44 55 50
Ice cream 100 100 80 61 83 68
Otherc 75 63 50 30 55 44
Meat products 86 72 41 35 58 46
Milk and cheese 100 100 90 70 92 77

weighted based on size of businesses.

2 The propensity of respondents to purchase this product for resale for each product line was calculated by respondents purchased
items of a product line for resale as a percentage of respondents direct marketing that product line to consumers.

® Averages were calculated by averaging the percentage of sales generated from items purchased for resale for each farm and not

¢ Other includes maple syrup, mushrooms, entertainment activities, furniture, and wool.

farms with only rural retail locations ($50,000 or
more retail sales) had higher average numbers of
product lines than their counterparts with urban re-
tail locations. Table V-6 in Appendix A shows the
percentage of farms involved in each product line
and the average sales from each product line for dif-
ferent sizes of direct marketing operations.

e Items Purchased for Resale

The surveyed farms retailed more items
than those they produced. They purchased items for
resale to expand the product line, increase variety,
and supplement the volume of products for retail.
Table I1I-8 illustrates that the surveyed farms were
least likely to purchase fresh vegetables and pump-
kins for resale. Among farms that retailed fresh veg-
etables (60 percent of surveyed respondents), 39 per-

cent also purchased fresh vegetables for resale, and
they purchased an average of 16 percent of their
fresh vegetables for resale. Only 35 percent of farms
that retailed pumpkins purchased pumpkins to re-
sell, and an average of 18 percent of their pumpkin
sales were from items bought for resale. On the
other hand, more than 50 percent of farms that re-
tailed all other product lines identified in this study
purchased some items in those product lines to re-
sell. Over 90 percent of farms that retailed milk and
cheese products and gift and accessory items pur-
chased more than three-quarters of their products
(77 percent) to resell.

For all product lines except baked goods,
respondents with urban retail locations are more
likely to purchase items for resale than farms with
only rural retail locations. Larger farms are more
likely to purchase more items for resale. Appendix

W.L. Uva
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A Table V-5 summarizes the pattern of purchasing
items for resale by product line for different size di-
rect marketing operations.

e Entertainment Activities

More than one-third (38 percent) of the re-
spondents offered on-farm entertainment activities,
such as farm tours, hay rides, petting zoos, seasonal
festivals, events, and parties, and generated 3.4 per-
cent of total surveyed direct marketing sales. None-
theless, half of the farms offering entertainment ac-
tivities offered them for free. Farms with urban and
rural retail locations had similar marketing patterns
(Figure III-10). The surveyed farms had average
sales of $11,236 from entertainment activities in
2000. Although not statistically different, farms with
urban retail locations had higher average sales from
entertainment activities ($15,389) than farms with
only rural retail locations ($9,494). The surveyed
farms offered an average of three months of enter-
tainment activities in 2000, most commonly in Sep-
tember and October.

Table V-8 in Appendix A summarizes the
on-farm entertainment activities offered by different
size direct marketing vegetable farms. Larger farms
were more likely to offer entertainment activities
and charge for them. Seventy-five percent of farms

with $250,000 or more retail sales offered entertain-
ment activities. Although one-quarter of these farms
did not charge for patronage of these activities, their
average revenue from entertainment activities ex-
ceeded $31,000 ($31,652) in 2000. By contrast, almost
of half (46 percent) of farms with annual retail sales
between $10,000-24,999 offered entertainment activi-
ties, but only 27 percent of them charged for their
offerings and had an average revenue from enter-
tainment activities of $155 in 2000, the lowest among
all direct marketing groups. The surveyed farms
generally offered entertainment activities in two to
three months, except for farms with $250,000 or
more retail sales which offered an average of 4.2
months of entertainment activities.

¢ Organic Product Offerings

Twenty-two percent of the surveyed direct
marketing vegetable farms offered organic products
to their retail customers with an average of four
years’ organic product direct marketing experience
(Table I1I-9). Smaller retail operations were more
likely to be involved in retailing organic products
and had longer experience with organic product
marketing. None of the surveyed respondents in the
largest retail operation category (more than $250,000
retail sales) was involved in marketing organic prod-
ucts. Retail location did not affect the marketing
pattern.

Retail Locations

Figure III-10. Incidence of On-Farm Entertain-
ment Activities and Charges: Urban vs. Rural

e Restaurant/Café/Deli

Only 9 percent of the sur-
veyed farms operated a restau-
rant, café or deli in 2000. They
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months for farms with only ru-

J ral retail locations. Large retail
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Table III-9. Organic Product Marketing by Retail Sales

Respondents by retail sales

% of respondents

Average years involved in
retailing organic products

Under $10,000 (N=29)
$10,000-24,999 (N=24)
$25,000-49,999 (N=16)
$50,000-99,999 (N=17)
$100,000-249,999 (N=24)
$250,000 and over (N=12)
Total (N=122)

%
43
26
19
12
22

0
22

years
4.2
6.5
4.5
3.5
1.5
0.0
4.0

operations are more likely to operate a restaurant,
café or deli and had higher average sales (Figure 11I-
11).

Future Plans

The surveyed New York direct marketing
vegetable farms were asked to identify changes they
foresee for different direct marketing components in
their operation in the next five years. Figure III-12
shows that most of the respondents were planning to
expand one or more direct marketing components.

The components identified by most respondents for
future expansion are holiday crops (pumpkins and
Christmas trees) and fresh farm markets (40 per-
cent), followed by entertainment activities (30 per-
cent), ornamental plants (29 percent), and processed
products (28 percent). Some potential growth trends
to watch for include CSA, internet sales, ice cream
stands and catalog sales. Although only relatively
few respondents foresaw changes in these direct
marketing components in the near future, the major-
ity of them were planning for expansion.

Table V-9 in Appendix A shows future plans

Figure III-11. Average Revenue from Restaurant,
Cafe, and Deli Operations, by Retail Sales

26,500 26,250
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500 400
pE— |
Less than $10,000- $25,000-
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Respondents by retail sales
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Figure III-12. Future Plans for Different Direct Marketing Enterprises
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ent size surveyed farms. Farms with less than
$10,000 retail sales were most likely to focus on ex-
panding in fresh farm markets, farmers” markets and
entertainment activities. Farms with $10,000-24,999
and $25,000-49,999 retail sales were most likely to
continue to expand their fresh farm markets and en-
tertainment activities, as well as holiday crop sales.
For farms with $50,000-99,999 and $100,000-249,999
retail sales, although many were still planning to ex-
pand their farm fresh market sales, an increased per-
centage of them expected no changes or even a re-
duction in this component. The planned directions
for expansion for farms in these two categories were
evenly spread over many areas based on individual
marketing strategies. The largest farms category
($250,000 or more retail sales) are most likely to ex-
pand into holiday crops, ornamental plants and en-
tertainment activities.

The respondents were asked to identify mar-
keting tools they used to promote retail sales and
rate the effectiveness of these marketing tools ona 1
to 5 scale, where 1 is not effective and 5 is very effec-
tive (Figures I1I-13 and 14). The marketing tools
rated included newspaper advertising, TV advertis-
ing, radio advertising, road signs (include bill-
boards), direct mailing, sales promotion (coupons,
special discounts, etc.), internet marketing, in-store
promotion (free samples, point-of-purchase displays,
brochures, etc.), community relationships (sponsor-
ing community events), participating in locally-
grown promotion programs, participating in tourism
programs, and word-of-mouth. The most commonly
used marketing tools are “word-of-mouth” by 84
percent of the respondents, followed by “newspa-
pers” (73 percent), “road signs” (57 percent), and
“community relations” (55 percent). Respondents
with urban retail locations were more likely to use

18
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Figure III-13. Respondents’ Utilization of Different

Marketing Tools, by Retail Location
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regional promotion, yellow pages, sales promotion,
and internet to market their businesses and products
than respondents with only rural retail locations. On
the other hand, respondents with only rural retail
locations were more likely to use newspapers, tour-
ism, and radio promotion than their urban counter-
parts. However, tourism promotion and sales pro-
motion are the only two marketing techniques uti-
lized significantly differently by the two groups.
Additional marketing tools identified under “other”
included attending trade shows and hosting tours.

The overall rating was the highest for word-
of-mouth (4.5) which was also used by most farms
(84 percent). The second highest rated marketing
tool was TV advertising (4.2); however, it was only
used by 7 percent of the respondents. The marketing
tools receiving third and fourth highest ratings were
direct mailing (4.1) and community relations (4.0),
used by 30 percent and 55 percent of respondents,
respectively. Although newspaper advertising was
the second most frequently used marketing tool, it
only received an average 3.2 effectiveness rating.
Respondents with urban retail locations gave higher
ratings to TV advertising, direct mailing, sales pro-
motion, and community relationships than respon-
dents with only rural retail locations. By contrast,
respondents with only
rural retail locations

keting tools rated by different size retail businesses.
Word-of-mouth is rated as very effective by all farm
categories except the largest retail farms ($250,000 or
more). Most commonly used marketing tools are
word-of-mouth, road signs and newspapers.
Smaller farms (less than $10,000, $10,000-24,999 and
$25,000-49,999) also stressed community relations.
Larger farms ($10,000-249,999 and more than
$250,000) utilized more marketing tools. In-store
promotion was used by more than half of the farms
in these two categories, and farms with more than
$250,000 annual retail sales also frequently used
sales promotion, tourism promotion and TV adver-
tising.

The surveyed farms spent an average of 3.1
percent of retail sales on promoting their retail op-
erations and products (Figure III-15). Respondents
with only rural retail locations generally spent a
higher percentage of their retail sales on marketing
compared with respondents with urban retail loca-
tions, except businesses with $10,000-24,999 and
$25,000-49,999 retail sales. Overall, respondents
with only rural retail locations spent an average of
3.4 percent of their retail sales on marketing and re-
spondents with urban retail locations spent an aver-
age of 2.4 percent of retail sales on marketing.

gave higher ratings to
yellow pages, newspa-
per advertising, radio
advertising, internet, in-

of Retail Sales

Figure III-15. Annual Marketing Budget as Percentage

store promotion, and ‘

OUrban (N=38)

Rural (N=84) M All respondents (N=122) ‘

tourism promotion. 7
Only ratings for news-
paper advertising, radio 6

6.0
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tistically different. Al-
though businesses with
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businesses with only

Marketing budget as % of total retail sales
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internet promotion to be
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2, and V-3 in Appendix
A present the effective-
ness of different mar-

*, ** Respondents with urban retail locations and respondents with only rural retail locations
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Business Management Strategies Used to
Improve Profitability

Respondents were also asked to identify
business management strategies they used to im-
prove the profitability of their retail operations and
rate how effective those tools were on a 1 to 5 scale,
where 1 is not effective and 5 is very effective. Busi-
ness management strategies identified in the survey
include developing a business plan, developing a
marketing plan, expanding product lines (value-
added, organic, new products and varieties, etc.),
adding services, competitive pricing, branding, uti-
lizing loyal buyers’ programs, providing customer
education, maintaining a mailing list, promoting
agri-tourism, collaborating with other marketers,
promoting ‘buy local’, keeping financial records for
decision-making, and providing training for employ-
ees. As seen in Figure 11I-16, keeping financial
records for decision-making was utilized by most
respondents (60 percent), followed by expanding
product lines (59 percent), competitive pricing (48

percent), and promoting buy local (44 percent). Re-
spondents with urban retail locations were more
likely to use many of the business management strat-
egies than respondents with only rural retail loca-
tions, especially keeping financial records and col-
laborating with other marketers. On the other hand,
respondents with only rural retail locations were
more likely to develop business and marketing plans
than their urban counterparts.

Figure III-17 shows that branding was rated
as most effective overall (4.5); however, it was used
by only 8 percent of the respondents. Keeping finan-
cial records to support decisions had the second
highest rating of 4.2 and used by most respondents
(60 percent), followed by continuous employee edu-
cation (4.1) and maintaining a mailing list (4.1) by 24
percent and 34 percent of the respondents, respec-
tively. Although competitive pricing was used by 48
percent of the respondents, the effectiveness rating
came in second to last (3.4), only higher than loyal
buyers” programs. While respondents with urban
and rural locations generally had similar ratings for

Figure III-16. Respondents’ Utilization of Different Business
Management Tools, by Retail Sales
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by Retail Location

Figure III-17. Effectiveness Rating of Different Business Management Tools,
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**Respondents with urban retail locations and respondents with only rural retail locations are significantly different at
P<0.05.

business management tools identified in this survey,
farms with urban retail locations rated competitive
pricing as significantly more effective than did farms
with only rural retail locations, and they rated devel-
oping marketing plans, developing business plans
and expanding product lines as slightly more effec-
tive than did farms with only rural retail locations.
Other business management tools identified by re-
spondents include minimizing costs, becoming more
efficient, diversifying investment, and hard work
and long hours.

Figures V-5, V-6, and V-7 in Appendix A
present the effectiveness of different business man-
agement strategies rated by different size retail
farms. Continuous education was rated as more ef-

fective (4.5 or greater) by small and medium size
farms (less than $10,000, $25,000-49,999, and

$50,000-99,999) except farms with $10,000-24,999 an-
nual retail sales. Collaborating with others is rated
as more effective (4.5 or greater) by medium and
larger farms ($25,000-49,999, $50,000-99,999, and
$250,000 or more) except farms with $100,000-
249,999 annual retail sales. Adding services was
rated the highest by most of the largest direct mar-
keters ($250,000 or more).

Different size farms had different resources
and management skills. They also focused on differ-
ent management strategies. The most commonly
used strategy by farms with less than $10,000 annual
retail sales to improve profitability was expanding
product lines, identified by 50 percent of the farms
and rated only 3.2; no other strategies were rated
higher than 50 percent by the farms in this category.
The most commonly used strategies by farms with
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$10,000 - 24,999 annual retail sales were keeping fi-
nancial records (65 percent) and expanding product
lines (61 percent), rated 4.3 and 4.4, respectively.
The other strategies identified by more than half of
the farms in this size category were developing a
marketing plan (52 percent, rated 3.9) and develop-
ing a business plan (52 percent, rated 3.8). The only
business management strategy used by more than 50
percent of the farms with $25,000 - 49,999 annual
retail sales was promoting buy local (53 percent) and
rated only 3.4.

As farms grew larger, the need for keeping
financial records was recognized by more farm op-
erators. Seventy-one percent of farms with $50,000-
99,999 annual retail sales and 83 percent of farms
with $100,000-249,999 annual retail sales found that
keeping financial records helped them improve prof-
itability. The effectiveness was rated 4.3 and 4.4, re-
spectively. Expanding product lines was the second
most commonly used strategies by farms in these
two categories (65 percent and 74 percent), and it
was rated only 3.5 by farms with $50,000-99,999 an-
nual retail sales and 4.3 by farms with $100,000-
249,999 annual retail sales. The most commonly
used strategies by large farms ($250,000 or more an-
nual retail sales) were adding services (73 percent)
and developing a business plan (73 percent), and the
effectiveness on improving profitability was 5.0 and
3.5, respectively. Additional strategies used by more
than half of the farms in this category included 73
percent for maintaining a mailing list and 55 percent
for collaborating with others, promoting agri-tour-
ism, branding, and expanding product lines.

Direct Marketers’ Views on Barriers,
Opportunities and Training Needs

In their own words, respondents identified
the top three barriers or problems facing their direct
marketing operations and the top three opportuni-
ties for the future success of their direct marketing
operations. Table I1I-10 shows that competition in a
saturated market and labor related challenges are
the top barriers to success in many direct marketing
operators’ minds. Concerns include competition
from supermarkets, discount stores, import goods,
and other farm markets, and labor related challenges
including lack of labor pool and hard-to-find sea-
sonal help, difficulty in finding good labor and keep-
ing qualified labor, and high costs of labor. Other
top barriers were location, limited resources (capital,
land and products), changing market and consumer

demand (one-stop shopping and year-round sup-
ply), and regulations and community development
pressure. Limited resources and marketing skills
were bigger concerns for farms with only rural retail
locations, and farms with urban locations worried
more about changing market demands. While direct
marketing vegetable farms in most size categories
identified competition in the market as the number
one barrier, the farms with the smallest retail opera-
tions (under $10,000 annual retail sales) saw limited
resources as their top barrier; moreover, the largest
retail operations ($250,000 or more retail sales) per-
ceived high operating costs as their topmost barrier
to success (Appendix A Table V-10).

While the top opportunity identified by the
respondents was definitely diversification and ex-
pansion, farms have many different visions on how
they want to expand and diversify their retail busi-
nesses. Their plans included expanding product
lines, developing entertainment activities and agri-
tourism, diversifying marketing outlets and methods
(additional direct marketing methods and wholesale
outlets), extending season, and increasing farm size
and operating hours. Respondents also were striv-
ing for farm fresh to provide high quality and fresh
products as well as good service to help future suc-
cess. More marketing is another important opportu-
nity identified by respondents. Other opportunities
include good retail locations , market and consumer
trends on eating more fresh fruits and vegetables
and desire to buy from local farmers. Direct market-
ers with urban retail locations see more emphasis on
marketing as a greater opportunity than direct mar-
keters with only rural retail locations. On the other
hand, direct marketers with only rural retail loca-
tions see providing freshness and quality products,
having a good retail location, maintaining a farm im-
age, consumer trends on eating more fruits and veg-
etables and buying from local farmers as greater op-
portunities than their urban counterparts. Respon-
dents in different retail size categories all felt that
expanding and diversifying is the top opportunity
for their direct marketing operation (Appendix A
Table V-11).

Respondents also identified the top three
training or publications topics they would like to see
available to them or their employees to help their
direct marketing operation success. The results were
summarized in Table III-12. Marketing strategy re-
lated topics were identified by most respondents as
including effective promotion strategies, sales strate-
gies, store design and layout, differentiation strate-
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gies, development of new products and markets,
customer relations and services, and internet mar-
keting. Production and post-harvesting topics came
in second, including small scale harvesting and culti-
vating techniques, product variety and seed selec-
tion, and techniques to improve shelf-life. Customer
education is also on the top of direct marketers’
minds. Topics requested in this category include in-
formation on how to use seasonal vegetables, how to
take care of products at home, sustainable agricul-
ture and buying local. Information on the economics
environment and market trends, employee training
and motivation, obtaining grants and funding sup-
port, and government standards and regulations are
other important education topics. Besides marketing

related training, respondents with urban retail loca-
tions focused on information for customer educa-
tion, and respondents with only rural retail locations
looked for production techniques related training.
Respondents of different size operations generally
requested marketing related topics as their top train-
ing and education needs. Nonetheless, respondents
with $25,000-49,999 annual retail sales ranked infor-
mation on customer education higher than market-
ing related topics. Moreover, few of the respondents
in the largest direct marketing group ($250,000 or
more) identified any training or education needs,
and the ones who did identified employee training
and market analysis as the most important (Appen-
dix A V-12).
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IV. CONCLUSION

The results of this survey provide a profile
of direct marketing vegetable farms in New York
and their direct marketing activities and strategies.
The findings show that direct marketing is an effec-
tive value-added strategy for vegetable farms in
New York, and an important source of income for
these farms. Moreover, it demonstrates that the
scope of direct retail sales conducted by New York
vegetable farms is much greater than just food prod-
ucts sold for human consumption and crops pro-
duced on the farm as defined in the Census of Agri-
culture.

According to the 1997 Census of Agricul-
ture, 879 of 1,585 vegetable farms in New York gen-
erated total sales of $13.2 million from selling agri-
culture products directly to individuals for human
consumption in 1997, which is an average of $15,017
per farm. However, when using the broader defini-
tion of direct farm-to-consumer marketing sales as
defined in this study, the average “direct marketing
sales” of survey respondents in this study reached
$123,000, and 50 percent of respondents had direct
marketing sales more than $30,000 in 2000. There-
fore, the total economic impact of direct marketing
activities performed by New York vegetable farms is
much greater than demonstrated by the Census of
Agriculture data. This also implies that diversifying
to nonfood products and services and purchasing
products to resell could potentially increase direct

marketing vegetable farms’ income significantly.
Hence, farmer-to-consumer direct marketing activi-
ties are becoming ever more diversified and sophis-
ticated. Moreover, this study indicated that direct
marketing vegetable farms in New York are also ex-
panding to other marketing channels. As a result, it
is important for direct marketers to enhance their
marketing knowledge and skills as well as business
management competency and access to quality
wholesale products to satisfy different sectors of cus-
tomers and improve profitability.

While this study showed that New York’s
direct marketing vegetable farms face diverse chal-
lenges in the market, they also enjoy many opportu-
nities. Many of the direct marketing farms are con-
sidering expansion and are optimistic about the mar-
ket. However, collecting information and identify-
ing opportunities alone will neither improve markets
nor answer all questions for direct marketers. More
attention to marketing and business management
will be necessary to ensure future profitability and
success. Results from this survey also showed that
vegetable farms with direct marketing are a very di-
versified group, and the needs for each group to ex-
pand, improve and succeed are different. Addi-
tional marketing and business management research
or educational programs need to be developed and
tailored to the specific needs of each group.
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V. APPENDIX A

Table V-1. Areas of Crop Produced, by Total Farm Receipts
Respondents by

total farm receipts Vegetables Fruits Ornamentals
Under $10,000 100 2.7 48 23 22 938
$10,000-49,999 100 13.3 29 35 39 17,500
$50,000-99,999 100 20.2 30 17.2 40 29,479
$100,000-249,999 100 27.2 61 37.3 65 30,962
$250,000-499,999 100 84.1 57 77.8 43 18,520
$500,000-749,999 100 116.0 71 6.6 43 30,733
$750,000-999,999 100 101.7 50 235 50 29,000
Over $1,000,000 100 131.0 64 29.9 65 54,765
All farms 100 37.9 46 22.7 45 32,837

Table V-2. Crops Produced by New York Direct Marketing Vegetable
Farms, by Total Farm Receipts

Respondents Vegetables,
by total farm Vegetables Vegetables Vegetables fruits &
receipts only & fruits & ornamentals ornamentals Total

Under $10,000 39 39 13 9 100
$10,000-49,999 45 16 26 13 100
$50,000-99,999 50 10 20 20 100
$100,000-249,999 13 22 26 39 100
$250,000-499,999 14 43 29 14 100
$500,000-749,999 0 57 29 14 100
$750,000-999,999 0 25 25 50 100
Over $1,000,000 9 27 27 36 100

All farms 28 26 26 20 100
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Figure V-1. Effectiveness of Different Marketing Tools*, by Retail Sales

Less than $10,000

$10,000 - 24,999

*On a scale of 1 to 5, where 1 is not effective and 5 is very effective. Percentage of respondents in parentheses ( ).
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Figure V-2. Effectiveness of Different Marketing Tools*, by Retail Sales

$25,000 - 49,999

41 41 40 a0

$50,000 - 99,999

*On a scale of 1 to 5, where 1 is not effective and 5 is very effective. Percentage of respondents in parentheses ( ).
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Figure V-3. Effectiveness of Different Marketing Tools*, by Retail Sales

$100,000 - 249,999

$250,000 and more

*On a scale of 1 to 5, where 1 is not effective and 5 is very effective. Percentage of respondents in parentheses ( ).
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APPENDIX B -- SURVEY INSTRUMENT

New York Vegetable Grower
Direct Marketing Survey

January 2001

This project is sponsored by
Horticultural Business Management and Marketing Program
Department of Applied Economics and Management
Cornell University

New York State Vegetable Growers Association

New York State Farmers Direct Marketing Association

W.L. Uva
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This survey is part of a study to assess the economic importance and complexity of direct
marketing activities performed by New York vegetable growers and their importance to New
York’s economy.

nfidentiality i n
Please include all the direct retailing to consumer activities on your farm in 2000.

Please provide your best estimates if book figures are not available.
Please return the questionnaire in the ready-to-mail envelope.

. What crops did you produce on your farm in 2000?

v ALL that apply Production total
__ Vegetables acres

_ Fruits and berries acres

__ Nursery and greenhouse crops ft? or acres

____ Others: please specify

2. Do you retail directly to consumers (including roadside markets, pick-your-own
operations, farmers’ markets, etc.)?

Please check one: Yes No

* IF NO, please stop here and return the survey.
* IF YES, please continue.

Thank you.

I.  The county where your farm is located:

1. The county(ies) where you retail to consumers (if different from above):

3. Total years your farm has been involved in direct retailing to consumers: years

4. Please check one of the following that best indicates your farm’s total annual gross
sales in 2000 (include all sales - wholesale, retail sales and purchased for resale).

__ Under $10,000 __ $500,000-$749,999
__ $10,000-$49,999 _ $750,000 - $999,999
__ $50,000-$99,999 _ $1,000,000-$2,499,999
_ $100,000-$249,999 _ $2,500,000-$4,999,999
$250,000 - $499,999 __ Over $5,000,000
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5. Please indicate ALL of the marketing methods that describe your operations in 2000:

f total farm
Wholesale:
Supermarkets & grocery stores %
Other retail farm markets %
Food service (restaurants, etc.) %
Other outlets (shipper/packer, broker, processor, etc.) %
Di ail nsumers: %
100%

Please consider the following questions based on your retail operation only.

6. How would you describe your retail location(s)? (Check ALL that apply)

Urban (a central city area with populations of at least 50,000 or more and
a density of at least ,000 people per square mile)

Suburb: miles to the closest central city area (population of 50,000 +)

Rural: miles to the closest population center (population of 5,000 +)

Near or at a tourist region

Off a major ULS. interstate or state highway: miles off the highway
7.  What is the size of your total retail area? f? or acres
What were your total retail sales in 2000? $

8. Please describe the seasonality of your retail operation:

Monthly retail sales as % of total retail sales (Total = 100%)

% Jan. % May _ % Sept.
% Feb. % June % Oct.
% March — % July % Now.
% April _ % August % Dec.

W.L. Uva
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Please indicate ALL the products you retailed direct to consumers in 2000:

petting zoo, festivals, parties, etc.
___ Pick-your-own fields
____ Restaurant/café/deli
___ Catalog sales
____Internet sales
__ Community supported agriculture (CSA)

___ Farmers’ market stands ( times/wk.)

HH N N H N N N

___ Others- please specify:

\ ALL that apply Annual % Purchased
gross sales for resale

__ Fresh vegetables (including potatoes) $ = %
_ Fresh fruits, berries & melons $ = %
__ Nursery and greenhouse crops (bedding and

potted plants, flowers, trees, etc.) $ = %
___ Pumpkins $ = %
__ Christmas trees $ = %
__ Meat, poultry and eggs $ = %
__ Dairy products (milk, cheese, etc.) $ = %
___ Valued-added/processed food products

(Cider, juice, wine, preserves, honey, maple

products, snack food, etc.) $ = %
__ Baked goods $ = %
_ lce cream $ = %
___ Gift and other gardening accessories $ = %
___ Others: please specify $ = %

. Please check and describe all direct marketing methods used in your operation in

2000:
\ ALL that apply Annual gross sales
__ Retail farm store, roadside stand $
___ Entertainment activities: farm tours, hay rides, $
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. Please check which direct marketing aspects are included in your retail business and

indicate their importance to your operation. (| =not important; 5=very important.)

\ ALL that apply Circle One

Not important

___ Fresh farm product market: | 2
vegetables, fruits, meat, dairy, etc.

Processed & value-added food market

I
___ Organic products |
___Garden center: bedding & garden plants |
___ Pumpkin and christmas tree sales |
__ Bakery |
__lce cream stand |
___ Gardening accessory and gift shop |

I

__ Entertainment activities: farm tours,
hay rides, petting zoo, festivals, parties, etc.

[\ 2N NS I \O I \O I O I O I O I 9]

___ Pick-your-own fields
___Restaurant/café/deli

__ Catalog sales

___Internet sales

__ Community supported agriculture (CSA)
___ Farmers’ market stands

| NS I NS I NO I N6 I \O B N9 )

. Please indicate the months each department is in operation.

\ ALL that apply
___ Fresh farm product market: vegetables, fruits,
meat, dairy, etc.

___ Processed & value-added food market

___Garden center: bedding & garden plants

___ Pumpkin and christmas tree sales

___ Bakery

__lce cream stand

___ Gardening accessory and gift shop

___ Entertainment activities: farm tours, hay rides,
petting zoo, festivals, parties, etc.

___ Pick-your-own fields

____ Restaurant/café/deli

__ Catalog sales

____Internet sales

__ Community supported agriculture (CSA)

____ Farmers’ market stands

Very important
3 4 5

W) W W W W) W W W
I e e e e e
Ul Ul Ul yl oyl oyl oyl oyl

W W W W W W
L A e
Ul ul Ul y1 y1 Ul

Months in operation
(month) - (month)
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13. How many years has the farm been involved in each direct marketing aspect, and
what changes do you foresee for each department in the next five years?

V ALL that apply nges in
Yrs.in  Start No
operation _-up Expand  change Reduce Eliminate

___ Fresh farm product market: _yrs | 2 3 4 5
veg., fruits, meat, dairy, etc.

____ Processed & value-added _yrs | 2 3 4 5
food market

___ Organic product _yrs | 2 3 4 5

___Garden center: bedding & _yrs | 2 4 5
garden plants

___ Pumpkin & christmas treesales ____ yrs | 2 3 4 5

__ Bakery _yrs | 2 3 4 5

___lce cream stand _yrs | 2 3 4 5

__ Gardening access. & giftshop ____yrs | 2 3 4 5

___ Entertainment activities: farm _____ yrs | 2 3 4 5

tours, hay rides, petting zoo,
festivals, parties, etc.

___ Pick-your-own fields _yrs | 2 3 4 5
____ Restaurant/café/deli _yrs | 2 3 4 5
__ Catalog sales _yrs | 2 3 4 5
___Internet sales _yrs | 2 3 4 5
__ Community supported ag (CSA) ____yrs | 2 3 4 5
____Farmers’ market stands _yrs | 2 3 4 5
___ Others- please specify: _yrs | 2 3 4 5

14. Please indicate which marketing tools you used to promote your direct marketing

operation and rate their effectiveness. (Scale: | = not effective; 5 = very effective.)
V ALL that apply Not Very
effective effective

__ Yellow pages of phone directory l 2 3 4 5
__ Newspaper advertising l 2 3 4 5
___ TV advertising [ pJ 3 4 5
___Radio advertising l 2 3 4 5
___Road signs, billboards advertising l p) 3 4 5
___ Direct mailing | 2 3 4 5
___Sales promo. (coupons, discounts, etc.) | 2 3 4 5
___Internet (Web-site, e-mail) l 2 3 4 5
___In-store promotion (free samples, l 2 3 4 5

product display & signs, info. brochures)
___ Community relations [ 2 3 4 5
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14. Marketing tools (cont.)

V ALL that apply Not Very
effective effective
___ Participate in regional/state-grown | 2 3 4 5
promotional programs
___ Participate in tourism promotional program,
i.e. brochures | 2 3 4 5
___ Word of mouth
___ Other: please specify | p) 3 4 5
15. What percentage of sales was your promotional budget?
% of total retail sales
16. Please indicate the tools you've used to improve the profitability of your retail
operation and rate how effective they were. (Scale: | = not effective; 5 = very effective.)
V ALL that apply Not Very
effective effective
___ Developed a business plan l P 3 5
__ Developed a marketing plan l 2 3 4 5
___ Expanded product lines (value-added, organic, I 2 3 4 5
added new products or varieties, etc.)
___Added services (delivery, guarantee, extnd. hrs., etc.) | 2 3 4 5
___ Competitive pricing I 2 3 4 5
___Branding | 2 3 4 5
__ Utilized frequent buyer’s program l 2 3 4 5
___ Provided customer edu. (newsletter, handouts, etc.) | Pl 3 4 5
___Maintained a mailing list | 2 3 4 5
___Promoted agri-tourism | 2 3 4 5
__ Collaborated w/other farms & marketers l 2 3 4 5
(buying, advertising, etc.)
___ Promoted “buy locally grown” l 2 3 4 5
___Kept financial records and made management | 2 3 4 5
decisions based on them
___Provided continuous training for mngrs./staff | 2 4
___ Other: please specify I 2 4
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1 7. What are the top three barriers/problems facing your retail operation?

Most important barrier/problem:

Second:

Third:

18. What are the top three opportunities for the future success of your retail operation?

Most important opportunity:

Second:

Third:

19. What are the top three training or publication topics you would like to see available to
you and your employees to help you market successfully.

Most important topic:

Second:

Third:

20. Other comments:

Thank you very much for your assistance. Please return this survey, in the envelope
provided, to :

Dr. Wen-fei Uva
Department of Applied Economics and Management
456 Warren Hall
Cornell University
Ithaca, New York 14853-7801
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