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Figure 1: Canvas business model as themes for building-blocks of a local food distribution network.







INTRODUCTION
AND BACKGROUND

The Baltic Sea region (BSR) has increasing local food production and an increasing interest from customers for
their products. Local food can be defined as “Food and beverages with a local identity, distinctive origin or special
qualities related to production method, tradition or raw materials”. A local food network involves relationships
between food producers, distributors, possible retailers, and customers in a place, where they work together to in-
crease availability of local food and increase the value for the producer and ensure sustainability. Most countries
and regions in the Baltic Sea area have their own specialties in local food products, which help highlighting their
identity and uniqueness. Local food businesses offering small scale both traditional and innovative use of healthy,
premium quality and often handcrafted local food products, can develop attractiveness for their own region and
business through different customer groups, including locals and visitors. Additionally, it creates jobs and strengt-
hens the effort for keeping local farms alive, rural areas active and attractive, and helps preventing depopulation
in areas struggling to create jobs for their inhabitants.

Local food producers and farmers in BSR rural areas are mainly small family businesses, who prefer to organize
the sales through face-to-face contact and by phone. They’re often not able to sell their products to big wholesale
companies or supermarket chains because of limited production volumes and higher price comparing with large
producers. Therefore, their access to catering, food processing and retail sector is complicated. The market area of
local food producers is usually their own home region. In many regions they have established local food networks
to cooperate for marketing and information exchange. The analysis of current situation in BSR countries shows
that existing local food distribution models are mainly focused on Business to Consumers (B2C) relations and
there is lack of economically competitive Business to Business (B2B) model. Local food networks in BSR region
have highlighted the need for cost-efficient distribution solutions for delivering food products from farms to local
restaurants, tourism farms, culinary event’s organizers, retail chains, special shops etc. The objective of collabo-
ration project ,,Baltic Sea Food* is to design a sustainable and transferable business model for B2B distribution
applicable for local food nets established by local food producers and providers in BSR rural areas. The model
enables to establish smooth short supply chains in local and regional level offering opportunities for growth and
improved business performance to SME’s acting in local food sector in rural areas. The ten participating countries
are Lithuania, Latvia, Estonia, Finland, Sweden, Denmark, Norway, Germany, Russia and Poland.

The target group of this document is mainly established local food networks and distributors already selling their
products business-to-consumer (B2C). The goal is to create new sales channels for business-to-business (B2B)
through small-scale local-food networks, by cooperation and increasing value of their products in a shorter supply
chain. The target customer groups will be able to meet the demands and expectations from their customers of
local food, looking for special and premium products from local or specific regions.

For mapping the current situation in local food distribution, the survey of B2B distribution solutions and coope-
ration models in local food sector was conducted in 2018 involving 189 local food networks and distributors
from Baltic Sea region area. The survey report prepared by Lahti University of Applied Sciences has been used in
composing this document. Additionally, nine in-depth interviews were conducted by expert team with represen-
tatives of local food networks and distributors in BSR area.
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To solve:

1. Cost-efficient distribution solutions: delivering food products from farms to local restaurants/tourism
farms/shops/industries.

2. Design a sustainable and transferable business model for B2B distribution: applicable for local food nets
established by local food producers and providers in Baltic Sea Region, including rural areas. The model
enables establishing smooth short supply chains: in local and regional level offering opportunities for
growth and improved business performance to SME s acting in local food sector in rural areas

1.1 | MAIN TOPICS AND STRUCTURE

The business models in this document are created as building-blocks to develop value for owners (producers and
networks) by creating new sales channels. The awareness of steps to more efficient flow in logistics and adminis-
tration can reduce cost of operations. Both producers and customers are important collaborators for a successful
business, including more stable economy as result. The building-blocks can be used as base for a business plan
for new local food networks. Canvas is the chosen structure and framework for the chapters, as base for the mo-
dels and the handbook. By showing different opportunities based on general situations, including pros and cons,
the networks can choose solutions adjusted to their needs based on their planned level, matureness and comple-
xity. Some suggestions will be made, and every chapter has a summary.

A handbook is developed as a beginning step-by-step for start-ups of local food distribution networks, and as
inspiration to go through this document in detail. By building a business-plan one step of the time, the chosen
strategy and budgets need to match the goals in every phase. The main aim is to stay sustainable while developing
the business customized to own market and culture.

The models and suggestions need to be adjusted locally, for building a sustainable local business plan adapted
to the differences in culture, business level and maturity. The business models and suggestions here are, as men-
tioned, developed to meet the challenges of today’s market and highlight the opportunities to develop towards
an even more efficient and sustainable local food model in a future and local market by focusing on marketing,
logistics and distribution for rural areas. Tools such as SWOT, and Value chain, (based on underlying tools such
as Growthwheel and Vekstsporet) have been used to clarify today’s situation and forming the suggestions and
building blocks for a business plan.

1.1.1 | OVERVIEW OF MAIN TOPICS AS BUILDING BLOCKS:

To succeed as a local food network distributing products B2B, building a robust business needs planning and
organization as internal base. The base for all businesses and development is understanding and meeting the
customer needs, while securing own base of income and costs control. By analyzing local-food networks as
distribution businesses, strengths and weaknesses, and opportunities and threats can be identified and considered
before deciding the best way of organizing a company as a value chain. By working through this document, the
content can help a business to find solutions for robust and sustainable development.

Consequently, the main topics local-food distribution networks need to cover are:

1. Unifying strategy, organization and management: For a successful partnership in a local food network it is
necessary to have a common understanding of the purpose of the network, of the main challenges and opportuni-
ties it holds and how to solve and/or improve these, as well as how these activities and efforts should be organized
to create a sustainable business. Inherent in this is creating possibilities for growth and creating or increasing
attractiveness for both existing and potential B2B businesses.

2. Understanding the importance of visibility in marketing: The food networks have possibilities to increase
sale and reduce costs for the producers. Keeping the customer happy and loyal is the base of every successful
business. By increasing awareness of the importance of visibility through profiling and communication, it can
help increase value for both the customer and the business:
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Figure 2: SWOT analysis of a local-food distribution model

» Identity: To sell, products need to reach the customers, and prove attractive to them. They can be reach by
digital channels, and achieve attractiveness through storytelling, taste and look. Logo, labelling, packaging
and quality always need to meet or exceed expectations, and the sum of all product communication needs to
build a consistent identity.

»  Communication and preparing for digital solutions: If customers get extended positive information about a
product or product origin story, it can support the attractiveness of local food products at large. By providing
better overview of selection, season and availability, combined with easier access to a variety of products,
producers and networks can increase their sales. By preparing for digitalization, future solutions are clarified.

3. Logistics and distribution with short supply chains: Efficiency is necessary to meeting customer needs and
providing high quality service. The key to lowering costs is often improving efforts in resource intensive proces-
ses. There need to be a focus on effective flow and planning in handling the product from A to Z in a value chain,
focus on transport and distribution, including labelling, documentation and ensuring traceability and sustained
quality. Digital cooperative surfaces are worth considering for simplifications and flow. A focus on e- platform
use in B2B (web platform, timing, volume, quality) needs attention to develop.

4. Economy: There needs to be a clear understanding of the economy of the value chain, including income
streams, cost structure and liquidity, to form a successful and sustainable business. Different economic models
and budgeting tools adapted for local food networks can be used to plan, control and improve income and cost
control.
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1.1.2 | STRUCTURE AND CANVAS-TOOL AS FRAMEWORK

In this document chapter 1 highlights background, topics and framework. The Canvas tool is used as framework,
and the chosen topics are examples of relevant building-blocks for a start-up local food distribution network. As a
result of the chosen building-blocks, a strategy and a business plan, and/or an organization plan can be developed.
Chapters 2-5 focus on customer needs and how to reach out to them. Chapters 6-9 focus on how to organize acti-
vities and structure own operations to deliver services and products to customers, with economy and efficiency
as important parts in the way of planning.

Chapter 2, Customer Segments: Understanding who creates value for the network and who are the network’s
most important customers. Identifying target customer groups based on a basic understanding of customer needs
and market opportunities. Chapter 3, Value Propositions: Identifying what value the network may offer to a
customer, and through what kind of products and services this value is offered. Chapter 4, Channels: Exploring
how a network can reach its customer segments, and identifying the best possible communication and distribution
channels. Chapter 5, Customer Relationships: Examine what relationship the network have with each of its
customer segments, while also seeing what is costs the network to have and maintain these relationships through
customer interaction.

Chapter 6, Revenue Streams: Identifying where revenue comes from and which of the network’s market offers
generate the most revenue, and exploring how a network can earn revenue from all value propositions. Chapter
7, Key Resources: Investigating what key resources are most important to the network’s market offerings, and
which are crucial for customer relations and distribution channels, while also identifying what unique strategic
assets the business must have to compete in the market. Chapter 8, Key Activities: Further exploring which key
activities are important to the network’s market offerings and customer relations and distribution channels, and
what uniquely strategic things does the business do to deliver its propositions. Chapter 9, Key Partnerships:
Looking into the network’s possible suppliers and partners, and exploring which of the necessary activities are,
or can be, performed by business partners by asking what the company can outsource so it can focus on its Key
Activities. This chapter also looks at management and leadership within the network. Chapter 10, Cost Structu-
re: Understanding the network’s major cost drivers and how are they linked to revenue, with a focus on positive
liquidity and sustainable growth.

Chapter 11, Summary of the building-blocks, which together form a basis for possible distribution, organization
and strategy models for local food networks. Included in all chapters are summaries of pros and cons, as well as p
ractical suggestions based on extensive experience from existing local food networks.

Canvas is a one-page visual tool demonstrating how resources flow through an organization, by viewing nine
key elements of any business. The tool clarifies where revenue is coming from, where it is going, and how it is
creating the intended impact. It is a business tool used to visualize the different parts in a business, as the most
important building-blocks of starting or developing a business strategy. It includes customers, route to market,
value proposition and finance. Building blocks are useful, especially when starting up a new business, because
the road ahead and direction are usually unclear. By visualizing using different building-blocks, it is possible to
start forming a more defined plan based on a framework for operations. By choosing level and complexity for
own network, it develops to become a real business or progress towards a more sustainable local food business.
Every company will usually have different solutions to their own canvas, and its recommended to go through this
tool once a year and adjust the plans and activities. This Canvas-solution helps to get an overview of a local-food
distribution company’s different parts, including opportunities and challenges to meet the customers interests,
and how to strengthen own business. Some of the parts and suggestions might be used as building blocks for a
business plan, strategy and/or organization model.

Canvas Suggestions: It is a useful activity for all businesses to work through the canvas model yearly. The cur-
rent strategic landscape is revealed by working through the model and enables adjustment of the strategic plans
to the changing market or situations.
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CUSTOMER SEGMENTS
AND TARGET GROUP

A business serves one or several business segments. Successful businesses can best maintain their competitive
edge by constantly returning to a perspective where targeted customers are kept in focus. By understanding
the customers’ needs and meeting demands and interest, it creates value and interest for the customers to the
networks. Markets and the customer needs are changing and developing all the time, so a local-food distribution
network need to respond to marked opportunities continuously to stay relevant.

Summary: A business needs to adapt to its customers’ needs and demands to stay relevant. Dividing
customer into segments and target groups can help identify and address the needs of your most important
customers.

2.1 | Customer segments

Research show that most of the existing networks and distributors in the focus areas currently sell local-food
products to end consumers and private people, and only around 50% sell to retailers or other businesses. For a
new or expanding business, and going from B2C to B2B market, the starting point is always detecting interesting
segments and customers groups, and then creating a network and nourish the customer through service. Choosing
the right customer segment is important, because the challenges need to match the business ability to deliver to
expectations. Different B2B market segments as building-blocks to choose from, their advantages and disadvan-
tages, as well as suggestions for use, are further explored in Table 1.

Summary: Who creates value for the network?

By grouping customers into segments and choosing a main customer segment as focus from the start
(even though many businesses will touch into other segments) it will be easier to identify customer target
groups, their needs and opportunities, and be to the point in the key activities. The activities, distribution
channels or solutions, also becomes easier to adapt to the relevant customers, and the marketing strategy
will be clearer.

12 | Local food businesses and distribution models
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Customer segments, including pros, cons and suggestions.

Table 1
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2.2 | Target customer groups

The main goal of the business models for the Baltic Sea Region, is creating new sales channels through cooperati-
on, and increasing the value of products by shorter supply chains. Finding own target market is an important part
of how to organize a network and developing an effective marketing strategy. Customer group segmentation, as
presented above, is based on the customers’ characteristics and buying behavior. The purpose of this is to identify
important customers, and to make it easier for the business to adapt own resources to customer’s needs. Another
step is to create smaller customer target groups, based on their needs, to even better be able to adapt efficient
marketing strategies especially aimed at different target groups, as well as more effective communication and
efficient distribution systems. Selling all kinds of products to all kinds of customers may be difficult and unne-
cessary, but it can be hard to choose customer target groups, especially as a new business that just want to sell to
anybody. Marketing towards all customer groups is time consuming and expensive, and the right message, ads or
products are not necessarily right for every group.

It is advisable to target 1-2 customer groups and plan both short and long term, marketing especially toward these
groups to meet their interests and needs. For building a business plan: Choose the suitable main customer seg-
ment and then the chosen target customer group(s). Plan the operations from this. Each group has different needs
and interests, so a created network needs to be nourished. Also be open to a few other groups, especially in the
start-up, to gain income where you might find it in the critical phase of forming the business. When the business
is established and customer groups tested, it is easier to focus on one group.

Summary: Who are the company’s most important customers?

By dividing the customers into smaller groups, with more homogeneous needs, the business can gain
efficiency in marketing and matching product with market demands. The network may have to create and
present different products and services to each of the customer target groups, to keep them interested and
loyal over time.

Identify your most important customers with the best income revenue possibilities and limit the amount of
main target groups for efficient and relevant marketing, sales communication and distribution. Adapt your
business strategy and activities according to your customer target group(s).

Summary of chapter: The starting point for a successful B2B business should always be detecting inte-
resting customer segments and target groups, followed by creating a network and nourishing these custo-
mers through service. Customer group segmentation based on customers’ physical and social characteris-
tics and buying behavior, will help you identify customers values and needs, and enable you to match the
business ability to deliver to customer expectations. Further categorization into customer target groups,
based on type of business, aids in identifying important customers with the best possible revenue poten-
tials, as well as creating efficient marketing strategies, communication channels and distribution systems
adapted to customer needs. For building a business plan a company should choose the suitable main custo-
mer segment, and then target 1-2 customer groups, and apply adapted marketing strategies to ensure value,
interest and continuous relevance for the customers.

14 | Local food businesses and distribution models
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Target customer groups, including pros, cons and suggestions.

Table 2
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VALUE
PROPOSITIONS

For a local food network business to be viable, the most important is to gain and keep customers. Being relevant
means keeping the customer in long-term relationships. The important questions to ask are what is supposed to be
solved for the customers, and how to satisfy customer needs. A network cannot stay relevant without a clear focus
on what gives value to the chosen customer segment and target groups. It is important to remember that business
customers need to deliver to their own customer’s demands. The network needs to help them identify and further
communicate the relevant value of the products and services the network provides, for both the business and the
end consumer, and help business customers adapting to the end consumer’ expectations. Customers expect an
experience of value in both the delivered products and services, from their local food networks.
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Cost-efficient
distribution
sohitions, increased
sales volume.
suggesting attractive
products, loyal
customers.

Shorter supply
lines, in logistics,
distribution, less

personnel, stronger
economy

Quality. premmm
unique products.
new products.
traditional produce
(historic). extra
service. special
needs, fast response.
nutrition. identity

Highly expensive
products which are
not fresh and often

full of chemicals.

wants exclusivity,
difficult to

distinguish

Figure 4: Overview of value proposition.

pain and pain reliever for customer
Gain for customer & network: Value for customer by creating activities, which gain the owners results
Product & services: solution for customers

Suggestion: To increase the value of the products and services for the customers, without decreasing the result

for the owners, it may be handled in two ways by a business, usually combined:

* By enhancing the value of the product or service: By showing the differences from competing segments and
products, branding and storytelling is important

* By lowering the input from the network/business: By short supply chains and efficient communication

Summary: By identifying customers’ challenges and needs, it can clarify what it is that gives value for the
relevant customers. By finding solutions to the customers’ challenges it creates value for both customers,
and in turn the network owners and producers. The solution to the customers’ challenges, the value propo-
sitions, are the products and services offered by the network.

3.1 | Problem solving for customers

To identify what it is that gives value to a customer, it is necessary to identify the customer’s challenges and
needs. These can vary between customers and customer groups, and target areas. By finding effective solutions
to the customers’ problems a local food network can create value for this customer. The way a network should
create these solutions is to provide products and services that meet the customer needs and demands in an effici-
ent way, while differentiating themselves from the competition and lowering the input for the network to ensure
sustainable results for the owners. Value created for the customer can enhance the value for producer/owner, but
needs to be done correctly to avoid decreasing the result for the owners. Different target groups may have diffe-
rent challenges and needs, and therefore may need different solutions and value propositions. When looking into
customer groups and their goals, a network needs to find out what is valuable for their relevant target customers:
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3.2 | How to enhance value by satisfying customer needs

A business providing local food and distribution must give value to the customers, but also to the suppliers and
the business owners to ensure a viable and sustainable business. After choosing the customer groups and un-
derstanding the needs that must be solved for the customers, a sustainable business needs to identify how these
values can be created while at the same time sustaining results for the owners, or, preferably, also adding value
for the network owners and producers.

Many new networks of local producers tend to mainly focus on their products when considering value adding,
because as B2C this is usually the main asset. However, as a B2B network a lot of other elements are present,
including market and distribution services, product access and availability, customer communication, product
handling and logistics etc., which can be challenging and demands more planning and communication between
the parties. But there are also a lot more elements creating value for customers. Products, services, communicati-
on and digitalization all have a value, including what and how services as logistics, distribution, labeling, packing
and storytelling are delivered. All of these elements can create added value for the customers and the business
owners and producers if delivered correctly covering or exceeding a need or expectation.

The goal for most B2B local-food networks is improvement in marketing, sale and distributing specific food pro-
ducts focusing on quality. Increasing value for the customers usually therefore enhances value for the business
owners and producers. Strategic decisions give clear goals for how the business is going to grow. Considering
both good management and improvement of sales channels, market, products, partners, personnel, logistics and
distribution, finance and more is important to ensure value is added at all levels. This requires an analysis of needs
and challenges at different levels of the business, such as customers and market, service and production, manage-
ment and employees, and economy and financing. Identifying these challenges and keeping in mind that all need
to be met, will help ensure solutions and value propositions are found for all parts of the business value chain.
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Theme Covering needs by
1. Accessibility of
special products
for the customer
Customer
& market
2. Offer distri-
bution service
to the
customers
Products 3. Product list
and Services
4. Seasonal
calendar
5. Increase the
value of the
Management product for the
& service network
6. Lower input for
Management the owner
& organiza-
tion:

Value for customers

Selling & marketing products:

*  branding through storytelling
* close communication

*  new & unique products

Web & services:

»  visibility & marketing

* from order to payment

Ease logistics

Save time

Order & handling product

Able to influence planning

Online or by mail- updated to choo-
se from. Overview and easy to plan
and market

Able to plan menus, special
marketing focus or offers. Prepare
storytelling

Stable deliveries

Understand value and quality
More to offer

New products

Stable and loyal suppliers

Faster and safer handled deliveries
Flow in logistics

Timing as planned

Less personnel

Stronger economy

Table 4: Examples of important value proposition to the customer groups.

Value for network

Selling more
Start-up of planning new products or
Finding old recipes

Marketing smarter and genuine
Digitalization for less workforce and
fewer steps

Closer to the customers. Better plan-
ning and collaboration. Professionalize
labelling, storytelling and packaging.
Easy to market and make offers by
quantity or uniqueness of products.
Overview and easy to plan new/ future
products together with suppliers. Be
relevant at all time, unique offers and
enhance the value of seasons. Able to
prepare storytelling and marketing

Cost-efficient distribution solutions
Increase pricing

Increase sales volume

Suggesting attractive products
Loyal customers

Loyal producers/ suppliers

Shorter supply lines in logistics
Shorter supply lines distribution
Able to plan and offer good timing
Less personnel

Stronger economy

Summary: Through what kind of products and services is value offered at different levels?

Value does not always mean direct added monetary value or is only created through product improvement
but may be improvements in areas such as product access and quality, product handling and logistics, ef-
fective communication, customer service and relations, producer collaborations, or business management
and strategies. When the customer experience value, it usually increases value for the producer and ow-
ners, and strengthen the long-term relations.
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Summary of chapter: For a local food distribution business to be viable it needs to gain and keep custo-
mers by providing a product or service that adds and exceeds an expected value for them. Identifying
what gives a customer value means identifying their challenges and needs, and offering a product and/or
service that provides effective solutions to these issues. This needs to be done while also adding value to
the producers, partners and owners adn lowering the input of the network to ensure a sustainable result.

Both products and services are important to customers, and it is important to ensure value is added throug-
hout the value chain, including logistics, distribution, labeling, packing and storytelling, by correctly co-
vering or exceeding a need or expectation. This requires an analysis of needs and challenges at different
levels of the business, such as customers and market, service and production, management and employees,
and economy and financing. Identifying these challenges and keeping in mind that all need to be met, will
help ensure solutions and value propositions are found for all parts of the business value chain.
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CHANNELS TO
REACH THE
- CUSTOMERS FOR SALE

By exploring channels for communication, we investigate how to reach out to the customers. The value proposi-
tions are delivered to customers through communication and sales channels. Well-functioning channels enhance
the value of the value propositions for the target customers and are usually part of the reason why target custo-
mer buy products from a network. To meet the customer and producers/owners’ expectations, a sale needs to be
completed to give value. To get a sale, promotion and services of products are part of how to reach the customer.
Channels for marketing and sales opportunities are necessary to identify, as these are the most important elements
for creating value for the customer.

To see how the value propositions are reached through possible channels, they might be useful to investigate.
Channels may be categorized into:

a. Marketing and sale: Traditional channels: -Branding through storytelling
Digital channels: -Web and digitalization

Summary: How can a network reach its customer segments?

Customer needs to be reached through a communication channel. It is important to identify possible chan-
nels for communication for achieving sales, and to choose the correct one according to your customer
segments to ensure you reach your target customers efficiently.

4.1 | Communication channels

Effective communication channels to reach the market are a must, but it is demanding to develop or find the right
ones for a business. Channels need to fit the target groups, the market, the trends, the food producers, possible
employees and external partners. However, the most important is the customer/buyer. If there is no sale, there is
no basis for operations and business. Most people are used to traditional channels, but not all are fully into the di-
gital channels. There might be large differences in channel preferences between customer segments, also between
different cultures, age groups, areas, level of employment and education etc. Both traditional and digital channels
have challenges and opportunities connected to them. It is important to be aware of these, as well as customer
segment preferences when deciding which ones to use.

Summary: What are the best possible communication channels?

It is important to identify possible communication channels and knowing their strengths and weaknesses
when deciding when and how to use them. More important, however, is knowing which communication
channels works in different situations to successfully reach your customer, which may vary between custo-
mer segments. Different customers may have different preferences in channels and may prefer traditional
or digital communication.
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4.2 | Digital marketing channels

Digital marketing channels are increasingly important for reaching customers in an ever more globalized world
and may be especially useful in marketing. In contrast to traditional marketing channels, it is highly accessible
worldwide, and it opens up to much larger markets, and it is often much more adaptable and cost effective, and
maybe most importantly it is usually interactive. Mutual opportunities to exchange information between custo-
mers, producers and business are important. It needs to be convenient and fast for modern people, companies
and networks. Digital channels also open up to opportunities for using marketing materials such as videos and
photos in a cost-efficient way, by using smart phones and easy to use free editing tools. Possible digital marketing
channels include web pages, e-platforms, social media and more. Marketing and communication channels may
also include systems for traceability and order handling.

A web page is a professional platform for the business that is always available. It is a landing platform for all own
marketing, and information sharing. It can be used to build stories and offer in depth information controlled by
the business. E-platforms may include product overview and extended product information, web shop, ordering
and delivery handling and information, traceability, and communication tools. Chefs and customers should use an
e-platform for efficient communication and order handling, and this works well many places. An app connected
to e-platform may be a good solution. It can be difficult to get customers and partners to use digital channels,
but effort need to be put into learning new skills and “advising or demanding” customers to use tools such as
e-platform or app to achieve optimal sales efficiency. By teaching customers and suppliers how it works can solve
many challenges and improve sales and order handling considerably.

Planning is important when considering which media or channel to use in order to get the message to the right
persons or customers/buyers. A platform may be used for weekly upgraded product lists by the farmers/manu-
facturers to order to invoice to payment, also overview of content in storage is wanted which updates from iPad
when employees are packaging the gods. Excel as a communication tool doesn’t work well. It is good to make
plans and overviews but is not a functional or mutual communication tool, and digital alternatives should be
considered from the start.

Every local food business should ensure they communicate the same story across all communication and mar-
keting channels, in every media and canal to communicate to the B2B market, repeating the story and message
including small different changes so the message can be received as “brand new” or as a reminder. Avoid repea-
ting so often that it is received as “bad noise”.

24 | Local food businesses and distribution models



'suonsabbns pue suood ‘soid Buipn|oul ‘spuueyd Bunsye 9 ajger

‘o8ewn
aAnisod & peaxds 0} JOUI0 YoBd [JIM JOBI
-9JuI 0} sIdWo)snd 1ok 393 03 wope[d
® SB BIPIW [B100S 9S() "SunayIewl yjnout
Jo piom oamisod SFuiSemoous £qo1d
-1} ‘do} uo sAem[e dIe JOIAISS IOWOISND
pue Ajnenb jonpoid ok oins oyeN

‘3sa1o3ur dooy
0} Apremn3or 3sod pue ompayos e ue[q
“IOWOISNO Jo3Ie) INOA I0J on[eA ppe pue
puelq InoA pnqg [[IM jey} judjuod jsod
‘dnoa3 10818} pue [oUUBYD INOA 10} SUO}
ojeurdordde ue os) ‘dnoi3 3031e) Mok
(o2l 0] BIPAUW [BIJ0S JYSLI Y} 9S00V

‘Ajre[ngax ayepdn pue ooy -on|
-BA POppe BNXd QAIS pue sjonpoid 1ok
juosaid ‘A103s e [[0) 03 SuneyIeW INOA UI
J1 9s) 'sajepdn pue JuULIUOS JO [OIUOD UI
Keys 03 y1po 03 sonrumioddo um(Q -ugrs
-op aaisuodsar pue uoneziundo ourgud
[oIeds 3uipnjour ‘9)sqom A[puoLy-Iosn
pue -3upyoo] [euolssojoid e ysIiqeIsy

SuonsIssng

syurejduiod pue joeqpasy aAnedou
d[puBy NOA MOV [NJoIed 9q SAemIe
0s ‘9AT}E39U 9q UBD YINOW JO PIOA

uoneu
-IOJUI 00BI) 0} JNOLJIP 9q UBD

1s2193Ul

9S0[ 0} SIOWO0)SNO AU} PBI[ UL
Surystignd jo Aouonboyy moy .

Q0UBQIMISIP B OW099q

PUB 9A1)B39U 9q UEBD J1 JOAIOAT
oy} 0} JUBAQ[QI JOU S JUSJUOD JI o

uon
-BOIUNUIUIO) ABM-QUO A[[ensn
pueiq oA uo aanisod
JO peaISUI J091J0 9A1E3JU B
oAy UBO I paugIsop Af1ood J1 .
parepdn pue paurey
-UIew JOU JI PAJepino 1o ued .

uo)

ST

yeads 03 syonpoid ay) smoje
*039 suSreduwres

Se S[00) Isn ‘IeyS O} JueMm
91doad 1u9iu0o Aq BIpU [BI00S
y3noxy) Sunosrew ynow

JOo piom aanisod a3eInooud

9]qBARI[2Q I0W I1 Fury

-ew AQ SuI[[914103s y3noIy
pueiq oK suayi3uans

oJ1] AepAIOAd pUB UOTD
-npoid ‘sanIA1or 9y} ‘ssaulsng
© Jo aimjord  Jony,, & SMO[[e
d[qeareys pue

J[QIXAY ‘JULISUTI ‘QATIORIIUT

o3ueyo 03 Ased

S[00} UOI}BIIUNTIIUIOD

pUE UOIJRWLIOJUI JO AJQLIBA
B UIBJUOD UBD ‘WINIOJ peoIq
9[qesIeyS PUE J[qBYOILIS
paIopjo

Su19q ST UOTJBULIOJUI JBYM
Suronuod ‘A103s pue pueiq
InoA pring 03 doeds oyes
wn Ay} [[e ‘[[e O3 S[qe[reAe

oig

“WId) SIY) UI [nfasn SI j00qade Afjeroad
-S9 pue swId) SurodIew € Ol  yInouw
JO PIOA),, SPBW OS[B SARY BIPAW [BIO0S

“IOU}0 OB 0} Y[B) pue mouy sjuedro
-n1ed pue ‘9s0[o IO [[eWS ST JdJew BIJ
-0H 2y} A[rens) "9onpoid pue pooy [eo0]
Sunoyew Joy s[ouueyd juenodun jsour
9y} JO QUO SI J] “ISNI) UO J[INQ ‘UOHEP
-UaUIWI0931 FUOHS B ST JINOW JO PIOM,,

*019 15219}
-urd ‘urpayury ‘eyodeug ‘oqninox 1o}
-Im], ‘weige)su] 19ZuasSIN 00qade]
o1e suojje[d BIPOW [BI00S UMOUY [[OM

'soopia pue ojoyd 1x9)
y3noIy [9A9] [euosIod a10W B UO 9)BITU
-NWWOD 0} SPAJU PUB SUONOWD SIASN 3|

"uonjORIdNUI Y3NOIY)
woy) mouy 0} 303 pue s1oured 10 s1ow
-0Jsno 3818} Y} YowAI ‘A10)S B [[9} O}
uojje[d 9A1JOBISIUI UB SI BIPIW [BIO0S

-032 doys qam ‘oapia ‘ojoyd
9X9) Se yons ‘s[00) UONEIIUNUILIOD JO
Kjo11BA B UTRIUOD UED 3] “SUlleys uoneul
-IOJul pUB UOHEBOIUNWIOD ‘FunosIew
umo [re 10j wuoyjerd Suipue| B SI 1]

"QuI[uo
SSouUISNq © Se JI0MIQU POOJ-[90] Y} 10
uuope[d [euorssajord e st o3ed qom v

sonsLgIRIRy)/uondLnsd(q

ymow
Jo proy

svipau
w108

a8vd
-9

adAT,

Local food businesses and distribution models | 25



Example: Setting up a website

1. Planning: Website content need to meet customer needs and gives visibility to attract new customers.
a) buy a domain. b) Make sure SEO (Search engine optimization) and responsive design is integrated, plan-
ning ahead for future activities(strategic). c) Own opportunity to edit all, or parts of the content. d) Update,
develop and use it in your marketing, storytelling following the marketing strategy.

2. Use: As a tool in marketing, sales and distribution it is a place to give your customer value. EXx. recipes,
external links, advice etc., and an efficient and important sales platform for ordering or sale of products. The
page can develop to activities as a shop. Also useful as an interactive communication device and for planning

and trace distribution and deliveries, storage or every step from ordering to paying the invoice.
3. Be relevant- have control and checkup 3-4 times a year.

Digital channels

Webpage

Google Drive or equivalent
websites

Facebook

Messenger

Pinterest

Print

Use

For shared information and joint do-
cumentation, a useful but usually one-
way- communication. Good for delivery,
meetings and activities.

As above, possible to ways communication

Information and storytelling and fast, for
all markets and for private groups, are all
right for mutual communication. Hard to
trace information

For private groups or 1:1, are all right for
mutual communication

One-way communication by pictures, not
easily retrieval

Everything from business cards, own prints

Value for network

Horeca & culinary tourism
Well-chosen database can have a lot of
opportunities, if it is flexible and inte-
ractive. Stable channel and searchable.
Increasing awareness.

For Municipality: Need more direct
channels and maybe personal meetings
in general

Always available

Sharing information and stories, fast
and wide.
Tool for communication in groups

Sharing information, fast

Storytelling, one way

Highly useable for all

such as brochures, flyers etc.

Table 7: Examples of digital marketing channels, including use and value.

Suggestions for digital marketing channels:

1. Before entering it “all”, be very conscious to which social media the business want, can, need or should enter.
Research to find out where the wanted custom groups are. Examples of digital marketing: Website, social media
accounts for your business (Facebook, Instagram, Twitter, YouTube, Snapchat, LinkedIn, Pinterest +), ads, search
results, email, newsletter, blog, digital presentations, e-book etc.

2. Right interest and technical skills is needed to work continuous online. Example: Film and send: this is easy to
make by phone and there are great apps to form short and interesting activities and messages for social medias
(app: InShot)

3. Start closed groups: Valuable discussions takes place a group for your products, your customers.

Link to chosen regions or activities that enhances own products, business or network that gives value to the brand.

5. It can be a platform for everything from FAQ (frequently asked questions) to product development, recipes +

A

26 | Local food businesses and distribution models



Summary: What are the best possible marketing channels?

In rural areas, the digitalization can make the world and market closer and more available for both sup-
pliers and most of all, customers. Digitalization can make the business more efficient when promoting a
brand, business and products, but it is important to find the right channels for reaching the target group
and meeting their needs. Traditional channels are suggested to change towards digital solutions for tra-
ceability, communication and future short supply lines for handling everything from order to invoice. A
common story should be detectable across all channels to strengthen the brand and business/product story.
Custom-made and flexible use is advisable, often a combination of traditional and digital solutions. Digital
media enables more varied information and communication techniques, making sure you leave enough
information for the “stakeholders to devour”, but at the same time lets you deliver the same message with
enough variations to avoid it becoming ”bad noise”.

Summary of chapter: Which distribution channels work best?

To meet the customer and producers/owners’ expectations, a sale needs to be completed to give value. To
get a sale the business needs to reach the customer through communication and marketing, and it is there-
fore important to identify these, their strength and weaknesses, and adopt the most efficient ones for your
purpose or customer situation.

Channels for communication and marketing can be divided into traditional and digital channels, with most
people being familiar with the former; some may be new to many forms of the latter. Use and preference
may differ between customer segments, different cultures, age groups, areas, level of employment and
education etc. It is important to be aware of these and adapt accordingly, while ensuring efficiency and
development.

Digital marketing channels are increasingly important, it is highly accessible worldwide, opens up to larger
markets, is often more adaptable and cost effective, and is usually interactive with mutual opportunities to
exchange information between customers, producers and business. Digital marketing channels enables a

larger variation of instant communication techniques, including videos and photos, which enables a story
to be repeated without becoming repetitive and boring. Marketing and communication channels may also
include systems for traceability and order handling, increasing overall logistics efficiency and reliability,

adding further value to the customer.

However, the digital channels cannot replace fully the traditional channels like personal phone calls and
meetings, as this is important for maintaining and nurturing the customer relationships.
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- CUSTOMER RELATIONSHIP BY
- CREATING LINK IN THE MARKET

Each customer segment needs an established and maintained customer relationship. Building a long- time rela-
tionship based on trust is an important base to stay sustainable as a business. The most expensive loss for a bu-
siness is customers disappearing. It’s a lot easier to communicate and deliver to a known customer, where needs
and agreed handling is familiar. Communication, storytelling and branding is key to making links to a market.
How to plan this; a marketing strategy is a useful tool for planning to reach customers. The “journey” is when the
network is building trust and confidence by activities for keeping and growing the relationship. The relationship
(based on trust and loyalty) and communication between networks and customers, is critical for the networks. It is
demanding to tell about the unique features of the specialties, and difficult to capture adjustment and development
needs, so choosing the right channels and communication direct or by activities/services is crucial for success to
reach and expand own market. By starting over and over again without continuity is very expensive by marketing,
service offers, and staff hours spent.

Summary: Gaining new customers, and communicating your brand for the first time, takes time and
money. Keeping a customer and selling more to them is much more efficient. The key to keeping loyal
customers is building long-term relationships based on trust and confidence, and is crucial for a business’
sustainability and success.
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5.1 | Creating a link in the market

To be able to sell and distribute products, reaching customers in the Horeca- or tourist market, offering local-food,
is the goal. The competition is big and the market challenging. Based on a marketing plan in Chapter 5.3, the
chosen operative activities reaching out to established and new customers. To create awareness to all participants,
channels to reach out are needed. Because the local-food market still is small compared to the food industry,
the local food businesses are scattered with little joint power to be visible in the market. Visibility is important
to catching the interest by chosen market segment and customer groups, they can be reached by being offered
something unique or if feelings are touched. Touching a market, can be done in many ways. Storytelling through
logo, labelling and branding is important and this can be done through both manual and digital channels.

Summary: Storytelling is the most important link to the market and customers.

By using same professional branding, colors and photos where all products, wrapping or market tools are
out in the markets, the link to the market is clear and communicate by “one voice” as part of storytelling.
By putting a face on local farmer and supplier with photos and descriptions as persons, their products iden-
tity or operations in a store, store website, menus and in materials such as newsletters or brochures, - it is a
link to markets. Let own customers and end customers know how close the producers are to the store and
what makes their products or deliveries special.
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Table 8: Customer relationships, including pros, cons and suggestions.
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5.2 | Customer service for strengthen relations

Customer service is the process that makes sure that a customer is satisfied with all the aspect around the product
and services linked to the product. It is the act of providing service before, during and after the buying process
and as important link to the target customer group. The companies which understands and provide great customer
service is more likely to generate more income and revenue, because loyal customer shops products repeatedly
without owners need of putting effort or hours in a process. Great customers service paired with high product
quality, is elements that enhance the customers value of purchasing and choosing their collaborators, especially
in the premium market. Right customer service in B2B markets has become more important. By embracing the
technology that is available, the opportunities have increased for getting and keeping in touch with customers.
The brand gives expectations to get the same service quality, no matter where the customer meets or purchase the
networks product.

Service quality can be divided in different dimensions like physical dimension (equipment), politeness, compe-
tence, willing to assist the customer and empathy. Customer service depends on all the supply chains contribu-
tions and should be implemented throughout the whole value chain from the producer, the inbound logistics,
operations, outbound logistics, marketing and sales and service.

Loyalty programmes are useful tools for rewarding your long-term customers, so they feel that their loyalty is
recognized and valued. This kind of programmes can include discounts, special offers, small gifts etc.

Suggestions: 1o create more value on the products for the customers and in second hand for owners:

1. Basic knowledge: understand and know how partners organize themselves and the way they are thinking,
promoting, marketing, and handling the original product. Expertise and customers knowledge are valuable
in relationship with the customers so gets as much as possible information about their partners and their
partners customers.

2. Evaluation from the customers: This part of the communication giving useful response for developing own
business, products and services to the better. By listening to the customers feedback, the relationship is usu-
ally strengthened. The feeling of being asked for opinions might be feeling of being heard and respected as a
customer also creates links to a business.

3. Communicate the expectations to partners meeting end users, to give the right level of service for premium
products. A distribution company need to study, understand and provide service matching their products to
customers’needs and their opinions, to strengthen their reputation.

Summary: Customer service is the process that makes sure a customer is satisfied with all the aspe-
ct around the product and services linked to the product, before, during and after the buying process.
Understanding and providing great customer service is more likely to generate more income and revenue,
as it gives value to the customers, and creates loyalty. Loyal customers buy products repeatedly without
owners’ need of putting effort or hours into the selling process. Customer service is important and should
be implemented throughout the value chain. Technology can enable better and more efficient service, by
improving customer communications, logistics, traceability and reliability.

Summary of chapter: How can relationships be built with new and existing customers?

The most expensive loss for a business is the loss of a customer. It is therefore highly important to know
your target customer segments and to establish and maintain good relationships with them.

Value propositions as “Branding”, “Logo/Identity”, “Visualizing storytelling”, and “Communication
strategy to target customers” are ways of fostering relationships with customer segments.

All of these require an investment of time and effort, but the potential gains by having a loyal customer
base, an easy-to-use service, a recognizable brand, a clear story for your customers to know and share,
make it worth the investment.

How to create a relationship is the biggest hurdle. Knowledge of target customers and the channel on
which to reach them is paramount — otherwise you end up telling your great story to the wrong people.
Keeping a high level of customers service throughout the buying process is tough, but it is important to
take care of your customers both before, during, and after the buying process.

Technology can help by letting you more easily keep in touch with customers regarding feedback,
service, offers or similar.
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REVENUE
STREAMS

The revenue streams are result from value propositions successfully offered to customers. Sale and deliveries
provide income for a local-food and distribution network, and storytelling builds the long-time relationship by
trust and credibility. To achieve wanted revenue streams, it’s important to understand customers way of thinking
about pricing and investigate own costs to be as efficient as possible. Contracts lower the risk of losing or get
reduced revenue streams. By knowing and understanding established or new markets well and marketing it right,
a sale has a big chance of being a success. Selling and increase value is essential for the producers and result of all
marketing plans. Sale is the operative activities of branding and market strategy. A seller usually gets one chance
to sell and must use it well. If it takes too long between sales and re-order, the seller must start over again. Without
following up customers and suppliers, someone else might take your place in a market.

Summary: Revenue streams are the results from value propositions successfully offered to customers,
with sales as the operating activity following branding and marketing.

6.1 | Customers willingness to pay

By enhancing the value, the willingness to pay the cost of handcrafted products usually is increasing. Some custo-
mers aim to lower the price in every agreement, especially the retail/supermarket and bigger event bureaus are
professional and hard partners to come to terms with. Experiences made; Letting food networks into their market,
and after 12 months when owners start to depend on this customer, the prices are pressured down to almost no
profit. If the product is unique, add an extra value to end customer or meet the customer needs, the customer
usually doesn’t mention the price. Storytelling by branding, packaging and feel of quality, showing identity/
traditional to a special region or a feel of a premium product, is enhancing the value of a product/ service. What
customers pay will vary from product to product. Newcomers and small family businesses tend to forget costs
for own hours or storage and distribution, some feel bad if the prices are in the high end if the relation is strong
towards the customers. A lot of owners tend to look at the prices in the market and stay at the same level, without
looking into the real cost and value. Growing as a local-food network will increase income, however the cost will
usually increase as well. The biggest challenging by pricing low from the start; its hard or impossible to increase
the price later.

A sales budget is built up by a pricing model that simulates prices based on the cost of production and shows
profits if probable retail price is used. Each product can simulate a price on different batches of production, and
it is recommended that the business use as large batch as possible when calculating prices for each product for
best estimation of prices.
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Type

Customers
willingness
to pay

Accessibility
of products

Distribution
service

Logistics
for shorter
supply lines

Marketing

Description/Characteristics

Customers’ willingness to pay .
is the basis for basic income. It

is dependent on what value the
customer place in the product,
based on quality, uniqueness,

story and service. By enhancing
the value, the willingness .
to pay the cost of premium
products increases. What is the
product value for the customer

and how much can we charge
based on this?

Local food network can .
increase accessibility of

products for customers by
gathering products from several °
producers with one access

point. This can add revenue
through increased sales,

but also through producers’
members’ fee and sale royalties.

Distribution is mainly a cost .
that needs to be covered. by one

or more of the partners of the
network. It can be included in

the price per product or be an

extra cost per delivery, or it can

be a fee or part of royalty for

the producers.

If running your own

distribution service you can
achieve extra revenue by 0
offering services to others

outside the network

Included in product price

Pro

the right
customer will
pay premium
price for a
premium
product
Growing as

a network

will increase
income, as it
increases value
for a customer

Can increase
sales through
accessibility

an advantage
for all parts

well
functioning
distribution
services can
increase
product access
and customer
value, thereby
increase
revenue.

extra income by
cooperation

Value for producer

Covered by owners/network & owner
Search and test efficient Cost-efficient
solutions distribution

From network/partners:
Monthly cost for members or
partners in business?

Lower cost for owner

Cost network/partners

*  Charge fixed cost pr month
*  Charge marketing or image
* 5% charge pr product

Cost customers: in the price

solutions Shorter
supply lines, less
personnel

Increase interest and
sales volume
Loyal customers

Con

*  Challenging to
communicate
product value

*  minimum
price required
based on
product cost
may still
not match
customer
willingness to
pay, especially
compared to
conventional
competing
products

*  Need
sustainable and
fair agreements
for pricing

*  Testing prices
and royalties
might be
necessary

*  Hard to get
right price
and balanced
results for all
parts

e difficult to
decide who
should cover
cost

Balanced results for
all parts

Research and
testing for shorter
supply lines and
better flow

Agreeing on
solution

Get the right price

Suggestions

Give the customers
the unique product
they are willing to
pay for. In order

to keep the price
and get a profit,

use storytelling by
branding, packaging
and feel of quality,
show identity/
traditional to a special
region or feel of a
premium product.

Charge a variable
“royalty” per sale of
producers, charge

a members fee for
making their products
more accessible

to the customer.
Recommended
royalty 20-30%.

Decide who should
cover the cost of
distribution and
where this cost
should show. It

may be advisable to
”hide” this cost from
customer by including
it in the product price.

Communication and
collaboration to solve
challenges and agree
on solutions
Increased efficacy
gives stronger
economy

Find balanced
solution which suites
network, market and
partners

Table 9: Revenue streams, including pros, cons and suggestions.
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Adding value to a product is both difficult and simple. The local food, as specialty and premium products, add
value the customer is willing to pay for. If the values are related to distinctive or unique characteristics and quality
of raw material, processing method and prescription, especially if the craft is made in connection with produ-
ction, place of origin, traditions, etc. it increases the value. The challenge is to tell the story. In addition to raw
materials and basic production costs, other material investments, machinery, storage, etc.need to be in the price.
It is important to incorporate the cost of human resources, as this can be neglected by smaller and less experien-
ced producers who often do not use hired labor. A realistic account of hours used to produce a product should be
included in the cost calculations. To balance it; it is important to price products according to market demand and
supply. Matching the market and competing products in terms of type, quality and availability is important factors
to consider when deciding the price. Distribution costs also need to be considered, if this is not covered separately.

Type

Sales
budget

Adding
value to
product

Incorporate
the cost

of human
resources

Incorporate
the cost of
distribution

Description/Characteristics

Build up by a pricing model that
stimulates prices based on the
cost of production,

Shows profits if probable retail
price is used

Know costs: Fixed & variable

As customer is willing to pay for,
related to distinctive or unique
characteristics and quality of
raw material, processing method
and prescription, place of origin,
traditions

In addition to raw materials and
basic production costs, including
other material investment, it is
important to incorporate the cost
of human resources

Farmers and small producers
often forget - at least in the
start-up phase - to calculate
distribution costs

Pro

Overview and aim
Guiding the activity
level

Be proud and
know your value

Gives a more realistic
product costs, get
payment for the work
producer does

In case the
distribution cost is
incorporated from the
outset, the producer
doesn’t need to raise
the price later

Con

Some aim for
+55%, some for
+25%

The feel of having
to defend the
price = businesses
must defend
themselves

The more complex
activities/
deliverance the
more difficult is to
calculate the human
resources costs.

Some customers

are not willing to
pay “extra” for a
product

Suggestions

The recommended surcharge
in the model is variable for a
sustainable business.

Try and test

Tell the story
Exclusive look
Good labels
Product sheets

A realistic account of
hours used to produce
a product should be
included in the cost
calculations

The cost of distribution can

be calculated as a price per
package or as a % from the
selling price. It might be
incorporated in the selling price
and the producer can offer “free
delivery”.

Table 10: Pricing models and tactics, including pros, cons and suggestions

Summary: Awareness of cost versus customers feel of value, is one of the most important parts of getting
the right price and creating a revenue stream. By understanding how to enhance the value for the customer
by storytelling, including need to balance knowledge of the actual costs and baked this into a price to be
sustainable as business.

Budgets helps understand the facts and how to handle sale and pricing better. By more efficient steps in all
processes will get a better result for the business. Results demand increasing prices or cutting costs to be
more viable sometimes, but always give enough feel and understanding of the value to the customers, so
they are willing to pay the chosen price.A good pricing model and being true to this is important. Attach-
ment: Excel: Pricing model

6.2 | Contracts securing revenue streams
To secure revenue streams, it’s important to have agreements. Local culture differ of what works or not in the
area, however it is useful to be aware of risk and value of agreements. Trust is important but a signature is useful

to lower risk.
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Type Risk Description/Characteristic

High Agreements for price/volume/responsibility/return
Agreement date for payment
HoReCa- market Agreements for cancellation of order
(B2B) Own Strategy

Product sheets or information/Storytelling
Season calendar/product lists

Low-medium Agreements for price & food safety

Events and culinary Agreement date for payment & cancellation order

tourtsm Season calendar/product lists
Low Long time to market
S Agreements for food safety/price/volume/responsibility/return

Agreement date for payment & cancellation order.
Market- strategy, know customer groups.

Product sheets or information

Season calendar/product lists

farmers market

High Agreements for price/volume/responsibility/return
Agreement date for payment
Food chains & Agreefn.ents for shelf management and responsibilities
Own Strategy
Product sheets or information (storytelling)
Label/logo (storytelling)
Season calendar/product lists

Supermarkets

Low Long time to market
Web, web shop/ Agreements for price/volume/responsibility/return
social medias Agreement date for payment
Season calendar/product lists

Table 11: Example of useful agreements to customers and information for the customer group

Summary: Agreements helps controlling the risks to secure the revenue streams. Usually agreements
are prepared in the start of a business relationship, or when changes are made. The higher risk, the more
important are the signed agreements. They are useful when disagreements accrue, and make the rules for
solving problems.

6.3 | Additional income possibilities

Depending on market and target group for a start-up distribution network, there are different possibilities to
combine solutions until a clear business model is developed. A new network needs to use a strategy and follow
the plan. However, start-up is a critical time and a phase of uncertain progress, result and reaction from a mar-
ket. Different income possibilities might be useful to be taken into consideration and tested over time, for some
periods. Budgets and liquidation budgets will help controlling the financial situation every month. Opportunities
might increase by using own established infrastructure and facilities for selling local-food products for B2C
development entering new B2B markets. Opportunities are wide, but challenges and risks vary:

Summary: A business start-up may need to test several income possibilities over time before setting a
long-term strategy and building a sustainable business plan. Budgets and liquidation budgets will help
controlling the financial situation on a regular basis.
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6.3.1 | Successful sale

By knowing established or new markets and marketing it right, a sale has a big chance of being a success. Selling
and increase value is essential for the producers and the network, and the result of all marketing plans. It is the
operative activities of branding and market strategy. A seller usually gets one chance to sell and must use it well.
If it takes too long between sales and re-order, the seller must start over again. Without following up, someone
else has taken the market place, the item is out of stock or expired, discarded and forgotten and the seller must
start over again:

Suggestions for successful sales for securing and increasing revenue streams:

1.

Logo and story, packaging, size and price may be the most important factors that affect the market. This need
to be planned well in a market strategy (simple or advanced) and most important: performed the same, high
level, every time.

A thumb rule may be that the maximum should be 10-14 days from the sale to the first follow-up regardless
of the item type.

Use the manufacturer to have demo in-store, or in front of a market. This creates and strengthens the identity
and story of the product, at the same time as the manufacturer sees the customer behavior and response.
Important to distinguish between delivery to stores, restaurants/cafes or direct sales (markets, own outlets,
etc.). The product itself makes a difference, and marketing approach need to be different. Fresh foods need a
fast route to market, and frozen and dry goods have different frequency. Inserting the volume /number of units
into this, it will make the picture quite complicated. At the time of sale, it is important to know the market, i.e.
find out how much can be the right amount for selling. For example, there is no point in offering a 10 kg car-
ton of 30 units of lamb meat with short durability to a store that hardly has customers, it will be a big waste.
An efficient tool: Create your ideal customer in chosen segment and target group, both for customers to get
to know the similarities and the biggest differences (hotel, a restaurant, cantina, etc.) Result is knowing the
customer needs by knowing them better, and by knowing this, seller can meet their needs and future demands
better. Planning of marketing, stock and distribution gets clearer.

Summary: A criteria for a successful revenue stream is a successful sale. It is important to use a chance of
selling well, and to follow up your customers to ensure a continued revenue stream.

Summary of chapter: Income and revenue needs to be linked to costs to ensure a sustainable business.
Customers as bigger companies usually are slow paying the goods, and small scale-businesses might get
liquidity challenges and need to be payed fast. Risk need to be considered while looking into new markets
and partners. This might be challenge especially for the B2C entering the B2B markets, because there are
different rules and timing in both revenue streams and payment time. Testing different solutions is very
important when planning to reach into different markets, also considering different alternative income
possibilities. A startup need income, but this might be available in a different customer segment than the
network is aiming towards long-term. Sale opportunities are the activity of planning and marketing and
having the right products. Agreements is advisable to reduce risk, because highly professional businesses
might be hard to come to terms with after a demanding situation.
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KEY
RESOURCES

Key resources are the assets required to offer and deliver in the company’s market offerings, customer relations
and distribution channels as crucial to know and use to be an operative sustainable business. By delivering to new
or challenging market it is a process of awareness that should results in an overview of needed operative suppliers
and partners to be able to attract and deliver to target customer groups. The key resources don’t need to be in-ho-
use in own business. By making an overview of needs, own capabilities and consider established resources and
assets it is possible and develop a plan for procurement as the budget can allow over a set period of time.
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Description/Characteristics

Type

Communication/design company:
For logo, branding and possible
marketing strategy. Develop
marketing material

Market Consultants: Planning and

offerings
ffering as start-up

IT company: Handling digital
platform and nice homepage for
social medias

Memberships to reach out

Producers:

network and possible suppliers
Products and future possible
products

Overview of events and arenas to
meet customers and find possible
customers

Staff or Management: for direct
or indirect customer contact
Accounting: handling processes,
knowing rules and regulations

Customer
relations

External distribution partners
Own drivers and available trucks
Possible storage

Various pickup places

Producers deliver part of
products

Distribution
network

Competence
Network

Relations
Management

& staff

strategies, don’t need this inhouse

Pro

All necessary
knowledge
available

Right arenas to
meet customers
Handle complex
tasks fast as
specialists or
educate you

Knowledge
for options
depending on
growth and
volume

Experience
Know- how
Motivation
Development
and day-to day
activities

Con

Expensive
Timing
Long
processes

Might cost
money

Time
consuming

Cost
Location

Flexible staff
Responsible
and
structured
management

Suggestion

Find suitable partners

and build a long-time
relationship, don’t need to
use time to get to know each
other every time new tasks
are ordered

Use all “free” networks to
find, get and build necessary
resources

Physical resources suiting
size and complexity of
business.

Get to know your
distribution network to have
different options depending
on deliveries and needs in
growth and volume.

Ability to building relations
on behalf of your network

Finding the right person

to the right tasks is the
most important resource,
especially for vulnerable
small scale businesses.
Resistance to development

Table 13: Key resources, including pros, cons and suggestions.

Summary: Useful and important key resources in market offerings, customer relations and distribution
channels will vary from network to network depending on form, level and complexity of the business.
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7.1 | Management

The most important partner is own manager. Choosing the right management is usually crucial, because this is the
glue between target customer, owners, producers, partners and staff so relation skills are important. A manager
needs to be in control of the business and understand the main purpose(mission), the main direction(vision) and
know and communicate what this business way of thinking and acting is (values) and knowing the rest of the
framework and how to act in every situation and strengthen partnerships to get the activities solved at the right
time. Manager also need to be in control of the right assets to make the business deliveries and services a success.
See example below: A management platform is for management, all employees and partners for understanding
the framework and rules as base for behavior and decision-making. Every business does this as a framework for
everyone, for decision making and understanding the business aims, values and handling in the same way. By
setting the direction for everyone, giving a joint understanding of the basic conditions of the business at a certain
period the management and staff can secure the activities and behavior are in line with the owners’ goals. The
employees, owners and partners need to represent the local-food distribution network in compliance with the ma-
nagement platform. The management platform will differ from every business and doesn’t need to be complex.
Work one theme every three to six month for start-ups if necessary.

Summary: Choosing the right management is usually crucial, because this is the glue between target
customer, owners, producers, partners and staff. Relation skills are important when choosing management
personnel, as well as a good understanding and communication of a business’ mission, vision and values.
Apply a management platform for optimal management adapted to your business.
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7.2 | Risk in management

Being aware of the risks in small scale businesses, gives the opportunity to reducing these. Considering manage-
ment risks in perspective of own business situation, level and goals: Agreements in general are usually necessary
for risk management in every business. Depending on size, planned development and matureness, a selection of
agreements needs to be compiled. The most important management agreements are mentioned below. Mainly
agreements are owner, management and board responsibilities, and seem like overkill for small businesses. Any-
how, in some form they are usually needed at some point, because trust doesn’t always work by disagreements.

Suggestion:

1. Goal is to reduce risk; develop agreement before conflicts are an issue, in “peacetime”. It’s a lot harder to
agree on terms if a situation have occurred.

2. Start choosing the most important agreements and develop one at the time (one per month or per 3 months).

3. Most agreements and templates can be downloaded at the web, but some need to be adjusted to local culture
and each specific business.

Ownership-based agreements: Agreed at a yearly
owner meeting. For owners and potential owners,
these agreements entail the possibility of gain

in the form of dividends and / or share gains,

but also imply unforeseen expenses, losses and
getting in a deferred tax position

Management-based agreements (Decide in

management meetings / single managers):

For the manager, these contracts / agreements

imply a good turnover, earnings, liquidity and

solidity, as well as high customer and employee

satisfaction and value development of the

company, as well as subsequent good salary, many

benefits and high status. Also, the risk associated

with:

*  Reduced salary and any bonus and stock
options

*  Loss of position, salary, benefits and status

*  Economic and social insecurity

Board-based agreements (decided in board

meetings: 4-8 meetings a year): For boards, these

contracts / agreements imply the possibility of

sound management and development of values,

but also personal liability in relation to the loss of

others:

»  Compensation for termination and other
matters relating to employment

*  Loss of income and compensation in relation
to customers

*  Debt collection and judgment due to lack of
liquidity and payment

*  Loss of reputation, etc.

a Stock sales /share purchase agreement

b Shareholder agreement

¢ Board instructions and management
agreement

d Agreement associated with any advisors

e Ownership schemes (share price model,
option scheme etc.)

a Individual employment agreement with
employees

b Individual agreement with customers

¢ Individual agreement with suppliers

d Individual agreement with affiliated /
collaborative agreements

e Agreement with participants in
networks, et

a Job description and development plan
general manager

b Basic agreement with customers

¢ Basic agreement with suppliers and
partners

d Basic agreement / framework for
employment / personnel manual

Table 14: Examples of agreements, including ownership, management, organization and operational risks.

42 | Local food businesses and distribution models



Summary: The most important supplier and partners will vary, so building a wide network is important.
By doing this, the development opportunities increase. Partners are useful to help solving or handling key
activities. By out or insource key activities to trusted partners, the business risk and costs can be reduced.

Management is key to success, even in small businesses and even if manager is doing all day-to-day work
he needs to plan and develop the network, products, operations and result to be sustainable. The manage-
ment platform unifies all the partners.

Summary of chapter: Key resources are each important part for every type of business, both in-house or
external. To be able to meet customer needs and grow in a sustainable way, planning and budgeting based
on the assets and resources, is necessary. Especially small businesses are not able to have all competence
in-house and need to cover needs from specialists or other external resources. By knowing content and
available assets of organizations, networks and people connected to own business, management planning
abilities is easier. If management and staff follow the management platform as framework and rules for
the business, they all know how to prevent risks by agreements, meeting the customers and how to secure
sustainable operations. The management and staff know they have support and coverer needs to be able
reach the goals for the business and owners.
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KEY
ACTIVITIES

The most important key activities are market offers, customer relationships and distribution channels because
they all enhance the value propositions for the customers. Even key activities performed by business partners
works well for the customer. One of the biggest worries for both producers and local-food network, is the cost of
distribution. To become a successful local-food distribution network, handling of goods needs short supply lines
of delivery to be efficient. There are different ways of handling distribution depending on area or covered region.
If the network and producers are close to the market, one solution might fit better than a solution for distribution
in more rural areas. Each network needs to select, and test out which method will fit own strategy, market and
target groups. To be able to deliver the business propositions an operational plan needs to be made as a part of
the strategy. Being aware of the most important activities for the target customer group, helps the business to stay
interesting for the future as well. By understanding strategic assets, being aware of risks and own situation, de-
velopment of a strategic activity plan can help meeting own and customers’ needs for the future. Customers stay
loyal and happy and the network stays viable.

Summary: The most important key activities of a successful local food business are market offers, custo-
mer relationships and distribution channels, because they all enhance the value propositions for the custo-
mers.
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8.1 | Value chain

A value chain is a model for getting an overview and describe the full range of activities- including design, produ-
ction, marketing and distribution; businesses conduct to bring a product or service from conception to delivery as
earlier described. It can give a better understanding of key capabilities and identify areas for improvement in flow
and help organizations to decide whether to extend or outsource some activities. The value chain starts with the
raw materials/products and consists of everything added or handled before the product is sold to a target customer.
Also seeing possibilities to solve or improve the challenges around logistics and distribution, in combination with
the work process model.

Understanding business or networks’ own value-chain as a local-food distribution company, is part of the base
for success. Knowing the value chain and strategy for improvements, key activities can be planned to meet the
customer value propositions. An overview of the value chain helps understand each area which need to develop
to be more sustainable, and how this is linked together. Possibilities need to be formed into own strategy and
activities for change as mentioned in the strategy in chapter 11.

Primary activities include the following: Production including planning, training/knowledge, maintenance, agre-
ements, warranty and after-sale services (controlling orders, invoices and payment, - also following up customer
satisfaction). Sales and marketing involving advertising, promotions, sales-force, distribution channels, pricing
and managing the final product to ensure it is targeted to the appropriate consumer groups. Procurement is how
the raw materials for the product are obtained. The support activities also help the primary functions and compri-
se the following: Inbound logistics are the receiving, storing and distributing the products to storage/warehouse.
Logistics or Operations is the stage at which the products are prepared for distribution. Outbound logistics are the
distribution and handling of the final product to consumers/buyers.

Efficiency can improve if products flow faster and safer through the value chain. The diversity of food products
should be easier to find and delivered with higher quality and precision for the target customers. From a planning
and management perspective, food is challenging to handle (Shukla & Jharkharia, 2013, Entrup, 2005). The rea-
son relates to seasonal variations and long lead times for raw materials. In addition, demand varies according to
season and weekdays. Food is a biological material and sensitive to the physical environment, and both uneven
temperatures and odors help to reduce quality. In addition, limited durability that allows some of the traditional
logistics strategies to produce stock, pending the completion of products to customer orders available, build
inventories close to the market, cannot be used on local food (Vorst, 2000). As part of the industrialization of
the food chain, the logistics infrastructure has gradually become less accessible and applicable to specialty food
producers, shows studies from the UK. The existing systems have become proprietary and owned by food chains,
major industrial manufacturers or carriers. The solutions are expensive, little flexible or not available to small
scale manufacturers. Customer service refers to the activities and handling between maintaining the product’s
performance and level of operational activities also communicated in marketing. Feedback of the primary acti-
vities from customers is useful learning for development of operations, services and secure right activities and
level of service.

Support activities includes activities human resource management and activities involved in hiring and retaining
the right employees to help handle and market the product. Also a firm infrastructure refers to an organization’s
structure and its management, as strategy, planning, accounting, finance and quality-control mechanisms as men-
tion in the strategy part, chapter 11. Parts or all of these activities are often outsourced.

Local food businesses and distribution models | 45




Local Food Business Value Chain
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Figure 6: Value chain in a local food distribution network.

Summary: Working through own value-chain, the process or overview may help understand the flow and
dependencies in an B2B local food distribution network:

1. To increase efficiency: The process of coordinating non-product-related activities with the main pur-
pose of achieving the right service, in that matter of making the cost and customer service efficient.
Planning well (content and workflow), by using technology and training staff is key issues to impro-
vement.

2. Collaboration: The main activities in logistics are the transport, inventory and warehousing, but the
businesses are changing rapidly, and a manager should consider building a supply chain partnership.
The relationship between the manufacturer (local food producer), supplier, distributor and retailer
must move toward getting more value, value added. All the parts involved in the process from the raw
material to end user, must think about the logistic part as a diverse and dynamic function. This function
should be flexible and able to change and adapt according to the various needs and demands on the
market. From the physical product, distribution, business logistics, procurement and supply, product
flow, materials management, personnel management, building relationship and partnerships, to the
customer, all this is part of good and successful supply chain management.
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ever, it is representing transport and storage, including the entire material flow from raw product supplier to the
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Summary:

Both the physical displacement and all the processes involved around the product as well as the infor-
mation around the product, is included when thinking logistics and supply chain management. Logistics
challenges are one of the barriers to small scale local food companies/ networks growth and success.

Effective logistics management requires sufficient infrastructure to support sustainable deliveries of the
right product, in the right quantity, in the right condition, to the right place, at the right time and at the
right cost. The logistics infrastructures of food supply chains tend to be fragmented and less efficient in
rural areas, than the centralized distribution networks of conventional food systems, and are often not very
developed towards automatic or electronic solutions.

8.3 | Distributin activities
The most important activity to reach out to the customer is distribution: Distribution definition: The movement of
goods from point to point in a supply chain. Supply chains in every industry, face a variety of transportation-re-

lated challenges, including capacity shortages, empty backhauling and issues with security and contamination of
the food.

Distribution is one of the biggest challenges for most of the small scale local-food networks. There are big dif-
ferences when it comes to the landscape and the topography of each country. However, transport is needed to tie
networks of businesses together. The importance of the transport in the supply chain is becoming more important
than ever. Producers or networks in rural areas have distance demanding transport, which increase costs. Also,
additional challenges occur; product handling, including food security and quality control, labelling for tracea-
bility, and invoicing.

While regionally-produced food travels much shorter distances from farm directly to customer, than food that is
distributed via conventional supply chains, transportation is typically much less efficient for producers of speci-
alty crops and niche food products, managing their movement from farm to market is much more complex and
expensive than distributing conventional farm products. The smaller volumes and the necessity of keeping niche
products separate from bulk commodities, add to the cost of handling and shipping. Investigations shows that the
average load rate is less than 50% in commercial trucks.

Controlling the numerous fees charged by the provider is important so it doesn’t get too expensive. Also control-
ling length of delivery times, if products are routed through a distribution center. Using a third-party as a distri-
bution channel, might also reduce food traceability. To efficiently provide its customers with regionally-produced
food, producers and companies need to build their own brand. Also lack of coordination between transportation
providers and small producers can cause problems when products are not packed and ready for a scheduled pic-
kup, or when there is no one available at a farm, storage or hub to load products on the truck or for deliver to a
hub. Poor transportation coordination can also be problematic for producers who provide their own transporta-
tion. The largest, most famous and stable local food network in Norway, Rerosmat, tried early (like most other
local food networks) in-house distribution, but this was canceled shortly due to high car and driver costs. Some
of the interviewed businesses have inhouse distribution which gives them control, however after hiring drivers
from outside the network.
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Figure 7: Steps and flow in distribution

Although regional food is not transported over long distances, transportation can consume more fuel than con-
ventional food supply chains, as a result of inefficient collection and delivery processes. Small scale producers
have low “food miles” but is inefficient, because of half empty trucks. Having accurate products weights allows
trucks to be filled as fully as possible without exceeding weight limits. Food hubs/ networks should plan their
deliveries according to seasonal supply and focus on serving nearby customers when supply is low. Because they
are generally small-scale organizations, most participants do not use sophisticated software for transportation
routing. Instead, they tend to rely on expert knowledge and informal heuristics. Their system uses a leased truck
to make small deliveries directly to customers, and distributors are hired to handle large deliveries. If required the
use of refrigerated truck and labor to load and transport the meat, send to a central warehouse, where they can be
unloaded, repacked, and reloaded onto trucks and are then shipped to individual places. This network structure re-
duces the number of deliveries to the restaurants and stores, thereby decreasing overall operational costs. It helps
farmers reduce their transportation costs by providing them with a single delivery point. A different strategy—it
requires its customers to pick up products from conveniently-located distribution sites, which significantly redu-
ces the number of deliveries stops for the food hub delivery vehicles. Maybe more than one sites available.

Logistics and distribution options are closely linked to strategic relationships and show that more producers and
small business practice as ad hoc transport solutions. This means there is a need for increased consciousness and
clarifying the importance of an efficient logistics system if it is designed in line with other strategies and objecti-
ves. The pricing of distribution seems to be the biggest worry for all the businesses and producers.

1. Efficient route optimization and vehicle load rate maximization can help participants to reduce their fuel con-
sumption and benefit from economies of scale. Although route planning is easier with software (see e-plat-
form chapter), the associated costs can be prohibitive for small organizations, which have fewer trucks and
stops to consider this. Google maps might be an efficient tool for route optimization.

2. Use different types of distribution-channels (see chapter 4) or vehicles for different kinds of deliveries. On-Ti-
me and Frequent Deliveries tip: make efficient use of truck capacity by pairing deliveries to high-volume/
low-price (e.g stores) customers with low-volume/high-price customers (e.g., restaurants). Backhauling gi-
ves additional income from charging fees to producers.

3. Use of Google Maps or equivalent tools and regional knowledge to determine the most efficient routes. As a
recommended practice.

4. To ensure that customers receive the freshest food possible, it is strongly recommended that participants try to
deliver on time to meet buyers’needs. Institutional buyers often prefer multiple deliveries each week to avoid
stock-outs and to minimize the loss of perishable items. Different offer to a small number of larger customers
like daily or weekly deliveries of small volumes, which has attracted restaurants and has helped them diffe-

Local food businesses and distribution models | 49




rentiate themselves from other local food distributors in the area, plan and decide to increase the frequency
of deliveries from once to twice per month when necessary.

Suggestions of transport to consider and plan:

Third-Party Logistics: Recommended practices: Contracting with a reasonably priced provider can be a good
way to ensure on-time deliveries. They can distribute products very efficiently, allowing food hubs to focus on
their core competencies. This is highly recommended for food hubs/networks that are in the early stages of their
development. In most cases, these services may be less expensive than in-house distribution; therefore, food hubs
need accurately calculate and compare in-house distribution costs with third-party fees. Chose regional compa-
nies to help them manage their transportation for different small-scale farmers and other food networks and
assist with developing efficient pickup and delivery routes.

National parcel service and a national delivery service is sometimes useful, depending on product, size, weight
and time. Some contracts with less-than-a-truckload carriers for non-local sales and works with a regional
produce company to arrange both transport and/or backhauling and customer will receive them the next day.
This kind of provider can be a practical solution for a regional food organization that is in the early stages of its
development, before it develops logistics expertise and is able to invest in distribution infrastructure.

Early start-up can use the distribution services of a local food cooperative before gradually developing its own
transportation and distribution network.
However, the benefits of using a third-party provider do not always outweigh the costs.

Summary: All sale and activities need to generate revenue streams both products and services, even if they
are baked into the price of the product. Pricing the product for the producers and for the owners is always
a balance of selling in a market and giving profit to the producers and collaboration partners. The aim is to
reduce cost by shorter supply lines and get payment for marketing and distribution.

A lot of local food is in the high-end price level and need special markets and target customers to be able
to increase turnover. A lot of local-food network and startups find pricing hard to decide.
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Distribution activities, including pros, cons and suggestions.
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8.4 | The channel of customer value proposition by distribution

To enhance the value for the customer, different channels to deliver the goods to the customers need to be con-
sidered. On one hand, this is one of the most important service to solve in a local food network distributing the
goods all the way to the recipient, and on the other hand this is the most expensive and possible a time-consuming
activity as well.

Summary: Which distribution channels work best?
By knowing the importance and opportunities of distribution solutions in own region or area. Price is chal-
lenging for most network. Collaboration and flexibility are important to get the best solution, every time.

To enhance the value for the customer and also be sustainable as a business each network needs to choose
what distribution channels suits own business depending on level and volume, and how far it is to market.
Usually a combination of solutions in the beginning and when volume and finance s are more sustainable,
one solution is better.
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8.5 | Digitalization

The digitalization era is here and demands changes for all parts in a value chain. Digitalization is a management
task, but all the relations and partners involved in the activities need to develop and learn some of the digital
handling, voluntary or reluctant.

Summary: Most future local-food distribution business will have most or a few digital elements in their
key activities: marketing, information and sale, supplying, logistics, storage, distribution, collaboration
and maintain relationships with customers and administrative flow. To develop into this digital era, edu-
cation for partners, producers, staff and customers is necessary and useful, it might be a demand in a few
years, so all organizations need to be prepared for this. It will save the business a lot of time and give con-
trol of orders, deliveries and payment. It’s advisable to use well developed and general software solutions
which will be updated long-term to save costs and time.
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Table 19: Digitalization activities, including pros, cons and suggestions.
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8.5.1 | From order to payment, controlling flow by digital tools

A lot of networks still accept on orders via phone, which is challenging for traceability and overview of orders,
including lack of history per customer. If phone is the chosen tool for orders, every order need to be “punched”
into own system and confirmed via email, this is time consuming and expensive in use of time, easy to get errors
and considered unprofessional. Even though it’s convenient at the time for both parts, it doesn’t give any de-
velopment for the business towards professionalism. By today, by digitalizing “showroom of products”, product
lists and volume (season), communication, sale, order, handling order, invoicing, payment, economy and budgets
might save a lot of staff hours and administration time. Orders, invoices and payments will be traceable and easy
to find. As a new business digitalizing need to be in the long-time strategy, however building a flow and system
can be done step-by-step, and one part of the time.

Summary: By shorten the supply channels, marketing, distribution, logistics and handling of products

need to be as efficient as possible for a successful business. However short supply lines in administration,

will save a lot of staff hours and costs for a company. Everyone in the customer target group might not be

ready for digitalization, but customers, chefs and suppliers can develop or be trained to handle your system

in a joint effort.

»  Customers and suppliers need to learn to use order system and correct ordering, and staff need to
promote and teach the users as a service.

»  Liquidity challenges usually occurs if time between delivery of goods and payment is long. Simple
actions like reducing the time of invoice payment can improve and give more cash flow. Also follow up
payment in time is very important and easy when its digitalized.

Summary of chapter:

Delivering the value proposition to customers is possible when the assets or the right partnerships are or-

ganized. Performing key activities is the expected delivery to enhance the value for the customers.

* Key activities which are most important to market offerings: Digitalization and flow in administrative
activities. - Key activities which are most important to customer relation offerings: Marketing & sale,
Service and customer responsiveness, Communication, Collaboration in logistics and distribution.

* Key activities which are most important to distribution channels: understanding the value- chain, Lo-
gistics and flow in warehouse, Packaging and handling, Other distribution activities and understanding
distribution flow

Using appropriate distribution channels adjusted to own business level helps optimize a supply chain
transportation network towards result in reducing costs, improving service levels, and improving supply
and delivery reliability. By finding the best solution it strengthens the value for the customer and for the
business. By sharing information between distributors and customers will enable them to identify delivery
problems as they occur. This helps effective labor utilization, optimized facility location selection, ade-
quate infrastructure development, effective storage, picking, and packing policies, and collaboration and
resource sharing within and outside the supply chain for warehousing activities.

Service quality and customer responsiveness are also important considerations so being located near ma-
jor customer bases enables warehouses to provide just-in-time, smaller, and more frequent shipments to
customers, even though this is not easy in rural areas. Most important is being accessible by roads for the
suppliers, and easy access to roads towards the customers.
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Example of digitalization and flow from order to payment, including pros, cons and suggestions.

Table 20
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KEY
PARTNERSHIPS

The company’s supplier and partners are usually some of the success criteria for a start-up business. To start up,
run or develop an established small-scale local-food distribution organization, business competence is necessa-
ry. Collaboration by trusted partners is useful for all businesses but for start-ups and developing businesses, the
economy is usually unstable. By solid key partnerships the business can outsource activities or have resources
acquired from outside the business to perform the activities. By out or insource key activities to trusted partners,
the business risk can be reduced. Most networks have private partners, but some work with official partners as
governmental organizations or local communities. The official partners might contribute by compitense and
strong networks.

Summary of chapter: Possible partners include governmental organizations and local communities on
various levels, business development organizations, other food networks, financing institutions, interest
organizations etc. These are important to keep close through communication as important resources for the
local-food network to succeed. It is not possible to keep all competence, know-how and being updated on
relevant information for a small scale-business. A network and producers usually will need information,
help in activities or knowledge sometimes and key partnership can handle tasks or provide resources when
needed. Continuous relation building and networking is important to keep partner close.
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CHAPTER 9 KEY PARTNERSHIPS

Different levels and types. For Network Complex Useful and strong partner.
special competence and know-how Competence Slow process  Based on needs, choose
Governmental  for food safety, legal rules and Other Fast changes people or departments for
organizations  regulations, financing possibilities, resources relationships
administration, courses/ education Power
and network
Important partner and for some Provides Not flexible Great source of information
areas a driving force for start- knowledge, Slow and support. Strong partner
up of local food networks. Can network and processes and stable advisors, but
Local . . . . .
communities promote the local-food network in information Changing finances for paying the
various channels, invite to events personnel network for activities are
and happenings, educational Power of Low budgets  usually low or non excisting
arrangement for all ages and levels promotion
Contribute using time building the Useful Strong Make rules for the business
business, develop a strategy and competence opinions Time  and contracts for cooperation.
Owners advice if necessary. Usuglly they Motivation cgnsuming Usefu! f.or deyelopment. Can
have both interest and priority fora  for success disagreements  do activities in start
start-up business, might have useful  Priority
competence to share.
Financing possibilities Knowledge Complex Choose a good partner, build
Banks Advisors with useful insight and Network Time trust and relation for good
financial tools Free advice consuming advisors.
and courses demands
For special competence and Know-how Expensive Businesses and producers
Consultants know-how, business, strategic, Available Lacking will need info/knowledge or
and business communication, IT, accounting, Expert ownership and advice
development legal procedures and management responsibility
organizations  competence for network
Specialists in segments result
Vary in production size and Motivated Not Can do distribution
category, experienced and Knowledge developing Consider the right products
establishment in a region, Knowhow Network Not and develop new. Know
and network collaborate markets and have network.
Key producers  Help in development of product Communication in valid
range voice, active part in loyalty
Distribution and logistics resources building. Agreement on
Criteria and goal helps joint
direction for activities
Relationship to different deliverers Flexible Expensive Build a wide range of partners
Distribution Level based on volume and needs Volume Volume and for different solutions in
companies Responsible food handling  different periods (right
Stable criteria volume)
Provide know how and experience, = Knowledge Hidden Provide know how and
Other local- network, advisor and collaboration agenda experience, can collaborate in
food networks  on various levels Competition many activities, distribution,
products, staff
Help deciding a strategy (its Chosen Might cost Choose by needs: network
mandate) including the requirements resources, money or competence for a period.
Boards and and exp.ectations of the owner, ‘ changeable Buzzy N@:ce§sary and often a success
Advisory supporting the leader. Cpntrol risks  Broad cr1t§r1a’s also for small scale
board Mentors  @0d results and responsible for netwo.rk businesses; Does not need be
economy Experience advanced but manageable at

Wide range of competence, good as
mentor and advisor

the right level of own business
needs for a period.

Table 21: Key partnerships, official and private partners.
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COST
STRUCTURE

The chosen building blocks should all be adding value in own business. By choosing different blocks or solutions,
this will form business own cost structure. Customer segment's interest in the value propositions, result as re-
venue streams when they pay for the products and services. The most important costs for the network need to
be clear, and which key activities and key resources require most costs. By controlling the costs, a business is
controlling the result. The network can be sustainable by reducing or by being aware the biggest challenges and
costs in detail and pricing according to the customer value the customers are willing to pay for.

10.1 | Most expensive key activities

A sustainable business model needs to be financed on its own. Controlling cost of the value chain, in each step
and down to every detail, gives the result of sustainable operations combined with amount of sales. The biggest
challenge is knowing actual working hours in every process, which need to be precise, to get an honest calculation
of costs. Small businesses and family businesses tend to not calculate all working hours (performed by family
members, after hours and in-between). This might be necessary in startup-phase of a business, but not when it's
established in a market.

By knowing basic business knowledge and be in control of finances, expected results are basically known. Opera-
tional costs will vary depending on type and level of activities. The value-chain generates income or cost in every
step, or as functions working together. Operational costs need to be well known or predicted. As most businesses
are digitalization marketing, communication and internal processes, the maintenance and upgrading of the chan-
nels probably will be a continuous or step-by-step process for start-ups or small businesses. Maintenance cost
need to be calculated in to operation- and longtime budgets. Small family-businesses and start-ups tend to forget
staff cost “because we just do our job as usual”. The right salary needs to be calculated and also partitioned into
the price of the products and service costs, they need to be covered by fees. For the more developed businesses
choosing storage as part of the business, the cost of assets usually is covered, but the cost of having logistics and
storage of products is crucial to keep low because it’s not considered as working capital and binding the liquidity.

Summary: All costs need to be categorized reported to be able to prioritize at all stages. Costs are more
visible through the network where everything is reported but may be more hidden for individual producers
and thereby appear higher through the network. Being in control of the cost’s management can look for the
best possible cost solution. Most costs will be proportionally smaller with higher volume of sales.

Monthly budgets and liquidity budgets help controlling day-to day flow of finances, for being sure there
are money to pay obligations along the way and when revenue is due for income. Follow up a budget and
a liquidity budget, monthly. By getting control means information and knowing as much as possible about
the challenges a company/ business needs to handle to be sustainable.
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Table 22: Example of the most important operational costs
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10.2 | Controlling economy
There are some examples of definition of useful financial models for understanding the cost structure and
controlling the costs:

Type

Financing

Budgets:
capital,
operating
and
liquidity

Accounting

CHAPTER 10 COST STRUCTURE

Description/Characteristics

These building blocs includes
an electronic tool for composing
different budgets and calculations
in Excel. In this model the business
will have control over capital
needs, costs in each product faces
of production, total sales and the
business liquidity reserves at a
monthly basis. In general, are all
fields in blue in the model due to
input of variablexs that the business
must act to find or estimate. Then
the model will calculate the rest
automatically. (Attachment: Excel
models)

A business generally requires a
variety of budgets. They may be
separated into two categories: a
capital budget and an operating
budget. The operation budget is in
this business model divided into a
sales budget and cost budget. For
having control over cash flow, the
model also includes a liquidity
budget

The real purpose of accounting is
to help stakeholders make better
business decisions by providing
them with financial information.
It is important to establish
accounting principles that are
consistent and allows accurate
and efficient viewing of company
statements and reports over
time. To succeed in having good
accounting it is recommended to
either take a course in accounting
or hire a professional accountant in
the business to ensure the quality
of financial reporting. This point
cannot be overly emphasized.
Professional accounting in business
plays an important role that
contribute to the overall stability
and progress of the business.

Pro

highlights

important factors
such as costs and

income.
Includes all
”hidden” costs
helps find a
business model
to fit your
activity or to
decide which
activity fits your
network.

helps identify all
hidden costs and
incomes

gives realistic
expectations
improves
liquidity and
positive growth

crucial for cost
control and
liquidity
essential when
applying for
external funding
or loans
credibility

Con

takes an effort
to create

a proper
business model
easy to forget
in everyday
operations

not always
seen as
important

can be an
effort to use
easy to

forget and

not prioritize
among
everyday tasks
can

become too
complicated

an expense
can be
complicated

if necessary,
skills are not
present

easy to forget
the importance
may not be
reviewed or
used to its full
potential

Suggestion

Find relevant
finance models that
fit your activities
and purpose.

Use it actively to
identify benefits
and challenges, use
models to handle
these.

Create and use good
budgets from start
to keep control

over your expenses,
expected income
and liquidity.
Review and adjust
on a monthly basis
to keep on top of
liquidity and positive
development.

Accounting is
important because
it communicates

so much of the
information that
owners, managers,
and investors

need to evaluate a
company’s financial
performance.

Table 23: Cost structure, most important
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For keeping track of finances and controlling economy, there are some examples of definition of financial models:
Also see Excel models as attachment

Type

1. Sales budget

2.Cost budget

3.Liquidity
and cash flow
budget

4.Capital and
investment
budgeting

5. Operational
budget

6.Calculus distr
7.Calculus sale
8.Cost factors
price list

OTHER

Income
Statement

Balance sheet

Description

Plan of probable sales

A plan prepared for every major expense
category, such as administrative cost, financing
cost, production cost, distribution cost ++

Real situation. A measure of the extent to which
a person or organization has cash to meet
immediate and short-term obligations, or assets
that can be quickly converted to do this.

The difference in amount of cash available at
the beginning of a period (opening balance) and
the amount at the end of that period (closing
balance) The net amount of cash and cash-
equivalents being transferred into and out of
own business.

The process in which a business determines
and evaluates potential large expenses or is
investments

Budget: All activities month to month

Information for the models 1-5

Todays and expecting income. Reporting a
company’s financial performance over a specific
accounting period

Situation: A financial statement that reports a
company’s assets, liabilities and shareholders’
equity at a specific point in time. It is a financial
statement that provides a snapshot of what a
company owns and owes, as well as the amount
invested by shareholders.

Suggestions

Be realistic when planning this, its controlling
cost of marketing activities result and planned
income flow

Fixed and variable costs, useful to be specific and
a post for risk- or unknown costs

Even with a lot of value in a business as products
in a storage, it doesn’t help if its not liquid, so
planning for liquid is important. Lack of liquidity
is often a reason for bankruptcy. For bank when
needing money.

Month and year, showing changes between a
chosen period.

At the most fundamental level, a company’s
ability to create value for shareholders is
determined by its ability to generate positive cash
flows.

Also specifically, maximize long-term free cash
flow.

Useful when planning development and large or
long-time investments, if buying a truck or invest
in a storage

Controlling cost of activities and necessary to
follow from week to week or month to month,
because this will effect the result

Be as accurate as possible, the better calculations,
the more correct results for the budgets. After
experience, the numbers usually get more correct
or close to result. Budget need to be very close to
actual result.

Choose a week, month or 3 months use for a
season or a year to have an overview

Be aware this is a snapshot made for your
associates: make special for show a season for a
supplier or 1-3-5 years for a bank if you need loan
or an investor.

Fig 8: Definitions and overview of useful excel models: see Excel models as attachment

Summary: All elements or building blocks in a business result in a cost structure. When the building
blocks are chosen, a cost structure need to be developed to control the finances by revealing the most
important. Which key activities and key resources require the most costs will vary depending on chosen
building blocks (elements) the local-food distribution network finds as crucial to build a business.

An income statement is one of the three most important financial statements used for reporting a compa-
ny’s financial performance over a specific accounting period. The other two key statements are the balance
sheet and the statement of cash flows.
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STRATEGY
& ORGANIZATION

By finding interesting and suitable building blocks for structuring a local- food distribution network, these can be
used to building a strategy. The main building blocks will vary from business to business. By using the elements
chosen, the network can decide which organization is most suitable to be a sustainable business. The organization
will suit own market and serve the chosen customer segments and solve the needs for the most important custo-
mer groups. Communication, sales and distribution are channels value propositions are delivered through to the
customers. Establishing and maintaining relationship with each customer segments creates trust and collaborati-
on, and usually long-time business opportunities. If a value proposition is successfully offered to the customers,
the result is revenue streams. Being able to offer products and services delivered to solve customer needs, the
necessary assets are the key resources. Having key resources, the network can perform key activities. A start-
up business might want or need to get resources outside the network and might want to outsource some of the
activities to trusted key partnerships. To be in control, a cost structure reflecting activities, resources and revenue
streams is necessary. All elements in this document are linked together and a sustainable result is depending on
the different building blocks coming together as a whole strategy or business plan for a structured start-up.

11.1 | Strategy

Strategy is an overall plan and usually sets the goals for the next three years. Main goal is to be more or stay
sustainable as a business in a changing and developing market. The biggest challenge is to investigate an unknown
future and predict what is going to happen around the business and competition. Building framework and goals
based on knowledge and what we think is necessary measures to be a robust distribution and local-food business
prepare the organization to be viable for the future. Development of a strategy is a useful process to understand
own market in-depth, planning a way of solving target groups needs and develop own business opportunities
and still controlling the financials. However, the success will only come by following the plan through practical,
operational activities.

Strategy is a plan of the most important goals and activities and sets the direction for the next phase. Main goal
is to be more or stay sustainable as a business by adapting to a changing and developing market. The biggest
challenge is to investigate an unknown future and predict what is going to happen around the business and compe-
tition, and then figure where and how to go forward. Building framework and goals based on what we think is
necessary measures to be a robust distribution and local-food business. A strategy is usually prepared by a SWOT
analysis. For a start-up company the owners develop a strategic plan. Later, when developed as a business, mana-
gement and board (sometimes owners and staff) participant in this work.

11.1.1 | Competition

To strengthen a local food distribution network, the strategy also needs to be formed based on the competition
in the chosen customer segment. In order to determine how attractive a market is and what is the competitive
situation in a market, Porters 5 forces analyzing model might be useful. By working through a tool like this, the
result may be used as a competition strategy to achieve advantage, growth and higher profitability in the chosen
customer segment.
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( Bargaining Power of Suppliers - Low ) ( Threat of New Entrants - LOW )

Supplier switching costs relative to firm switching costs (The existence of barriers to entry (patents, rights, etc.) N\

Degree of differentiation of inputs
Presence of substitute inputs

Supplier concentration to fil, concentration ratio Swithing costs of sunk costs
Threat of forward integration by suppliers relative to the Capital requirements

threat of backward integration by firms

Cost of inputs relative to selling price of the product Absolute cost advantages

Limited numbers of suppliers
No power over retailers/farmers

Economies of product differences
Brand equity
Access to distribution - strategic locations

Learning curve advantages
Expected retallation by incumbents

( Bargaining power of Buyesr’s - High

KBuyer conentration to firm concentration ratio \
Bargaining leverage, particulary in industries with high
fixed costs
Buyer volume
Buyer switching costs relative to firm switching costs
Buyer information availability
Ability to backward integrate
Availability of existing substitute products
Buyer price sensitivity
Differential adventage (uniqueness) of industry
products

Government policies
KHigh costs of products /

Threat of Substitute Products - Low )

Five Forces
Buyer propensity to substitute

AnaIyS|s Relative price performance of substitutes
B2B Local food Buyer switching costs
Perceived level of product differentiation
Industrialized local food products
Premium industrial products, high quality copies

@etter educated and wealthy cusomers group /
(Threat of Established Rivals - High )
Number of competitors Economies of scale
Rate of industry growth Susainable competetive advantage
Intermittent industry overcapacity through improvisation
Diversity of competitors Independent supermarkets
Information complexity and asymmetry Local food markets
Fixed cost allocation per value added Restaurantss competition

Leverl of advertising expense

Fig 9: Example of analyzing threats in the market, for developing strategy towards competition.

By analyzing the market’s five competitive forces it gives an overview of challenges needing to be considered in
own strategy to beat the competition. If changing one of the five forces, it will determine need to choose a diffe-
rent strategic approach to chosen market and customer segment.

a) Threats of New Entrants: Low risk (here). It takes a long time to approach a market, and mainly produ-
cers are small scale and unique: collaboration is power. Regulations controls food processes in all countries
helps the right approach

b) Threats of Substitute Products: Low risk (here)usually products are unique, have high quality, by
handcrafted processes. Industry often compete by “fake” local food/premium products, but customers might
not understand this. Local food businesses, producers and local communities need to communicate the
differences

¢) Threats of Established Rivals: - Higher risk (here). Number of local food manufacturers are growing;
collaboration as a solution. Single producer might compete in price, but will not have power and finances to
cover bigger areas, marketing activities and reduce costs on logistics and distribution. Make an overview of
today’s competition and possible future competes in the segment to be prepared to handle this. To be visible:
Label, Storytelling, Product sheets, web & social medias. Keeping right price: Controlling costs, choose right
customer groups

d) Bargain Power of Buyers: High risk (here). By predicting volume and communicate: Quality and uniqu-
eness. Show the real value of the products for the customer. Marketing/Information: Updated product lists,
Season calendar, letters/blogs/social media. Choose the right customer groups and change if necessary. Qua-
lity service and creating feeling of exclusivity. Agreements, also longtime. Relationship and trust

¢) Bargain Power of Suppliers: Low risk (here). To approach a market, the right products to each customer
group need to be attractive. Right pricing tools, added value as problem solver, Service in all of the value
chain. Collaboration suppliers; joint activities, information and communication. Building trust.
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Summary: By understanding and knowing your local “outside world”, a good approach can be chosen to
reduce the risks for own business. By making qualified solutions for future directions and necessary chan-
ges towards different markets, segments or customer groups.

11.1.2 | Strategic plan

A strategy plan is an overall plan for development and reaching the goals for the next phase. Development of a
strategy is based on the building blocks in this document is a useful process for understanding own market in-
depth, planning a way of solving market challenges and target group’s needs, and develop own business oppor-
tunities and still controlling the financials.

Based on own products, services and related activities for the customer segments a network is offering, a plan
to approach the market in the best way need to be developed. By knowing the competition and challenges in the
customer segment it is easier to set goals. The goals are broken down into activities that are carried out during a
planned period to a planned extent. Once each activity has been completed, the strategy plan for the current year
has also been carried out.

The success might be easier by a structured approach and awareness by planning through practical, operational
activities and being prepared for the unexpected. The strategy plan is usually made by a three-year time horizon
and might be adjusted every year because of unpredicted challenges or opportunities. The most important acti-
vities are based on the strategy, usually planned for one year. All activities and hours spent, are tied to the year’s
budget to keep track of realistic amount of development work combined by day-to-day operations. It helps con-
trolling hourly work and variable costs and helps getting better results because of being prepared for future chal-
lenges and being ready to take opportunities. Also a long-term budget for the strategy phase is useful (3 years).

If there are staff, they are useful in a planning process (or part of it), because they have the operational knowledge
how day-to-day operation function. The most important partners are useful to interview, to develop better joint
solutions for both parts. For a small-scale business or a start-up, it is useful to invite everyone for this work, ho-
wever if it’s a larger organization only a few representatives work together for faster result and still representing
all parts of an organization. It’s expensive to do this work because of the hours put in, but the results should cover
this in the long term.

External framework: knowing the competition and understand the frame of the customer segment.
Economical goals: Linked to budget for next phase

Do a SWOT to consider internal strengths and weaknesses and external opportunities and threats1. (By analyzing
todays opportunity and consider possibilities for a strategy, a SWOT is a tool is useful. By define S (strengths) W
(weaknesses) O (opportunities) and T (threats). An overview of internal and external strengths and weaknesses
in own brand or business usually reveals decisions which need improvement. SWOT only in communication and
marketing)

Set strategic goals in the categories as economy, market, production and services and internal resources to handle
and control the activities. Develop activity goals for each strategic goal, tie to responsible person, timeframe for
delivery and budget to each activity to ensure implementation force. Responsible person might be external, staff
or others, but chairman of the board or manager need to be internal responsible depending on size of the business.
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2. Example: Strategic plan for xxx 2019-21

External framework:

* The local food market in our region will
probably grow

* Industry will increase competing “copy”
products

*  More distribution options

* Increasing awareness of local food, health,
quality, sustainable products need focus in
every region

Economic goals
Belep | mill. 017 wid 019 2020
Omseminglsamietog 220 240 350 330
Innen @y erany) 10 120 130 150 of
Resiftat samlet og L] u 30 £ ]

innen ereprans) 7 13 bL]

Today: Strenghts

Prafessional- good / skilled craftsmen
Gaod reputation - goad quality
Perceived as being flexible / cooperative
Has many reference products
Innowative and strategic ownership
Have 2 key employess

Sold finsncially (20% equity rato)

Weaker sides:
Recrustment hase praducers must be established
Proper specislization an dstribution {right

Strategic goals:

Fig

Economy / Fingnce function

- Planmng and budgeting

- Liqudation models In use monthly

- Digitization of the financlal adminsstrative
function

10: example of an overall strategy plan for the next period of 3 years

Activities and measures:

Action Strategies / approach:
Usze o combination of Internal and external suppart resaurces as board/sdvisory board
Educate employees/producers of economical thinking

Specific measures:

Get 2 persan wha can support with economic knowledge
Get key figures for production and types of sanvice
Pricing madeds

Customes | market

- Establish a market plan (including sakes)

- Increase sales and further growth in the local
reglon, new segments

- Identity focus for effectiveclear communication

- STORYTELLING a5 important tool in sake/pricing

- Mamntan the reputation we have recelved

Services and production:

- Efficient Distribution and logistics (Lean?)

- |fpossible, double the turnover on our service
yrs

- Maintain and further development in quality of
what is defvered |/ manufactured

- Work as a Team!

—»

person in the right place] has been weak
Common identity and cufture in org

Nat clear framewark of the business

Need saason- & productlist for the customers
Coordinate and use [T toals & train customers
Identity and labefing need professioal level

| ul A (4]
- Establish (advisorylboard that have rght skills
needed 10 implement this plan
- Create good redationshes to producess and key
contacts
- Develop a culture for ambitions for key
CONtACts and own business

Action Strategies | spproach:
Plan for development; handles 4 times a year, Training for expertise in sale & marketing

e Focus on wefficiant” and close customer ralationship, ordering handedad onfine?

Officcial joint forces to increass awareness of local food
Specific measures

Implement our own market plan & communicate this
Create aplan for "ethical" customer care

Actlon Str 3 [ aporoach

Focus: Plan and activites for shorter supply lines

Increased focus on sakes of service

Use Lean purposefully in redation tothe chant’s requirements and own benefit
Take the lead role and get contracts and Jong time planming in sales

ﬁ‘g'lhl Mmaasies
Educate everyone for resale / oint cross sales (service etc.)
Employ the erghte manager for (one with sake skills) in service

late

packate Lging
o

Conduct executive evaluations and reveal future skills needs Finding board candidates
according to revealed needs

Specific measures:

Establish or adjust board (advisory?)

Establish forums for producers and market to grow
Plan employee needs and skills well

This example of a strategy shows some goals and activities for a local-food distribution company. However, eve-
ry business needs to make their own either simpler or more complex strategy, depending on needs and level as a
startup. SWOT as a tool helps finding the external framework, strengths and weakness, threats and opportunities.

Based on this it’s useful to:

* connect strategic goals to finance models to follow the costs being in control of risks
* know competition and own abilities, products and services

* marketing and showing our ability to meet the customer needs

* development of employees/partners

Summary: By making a strategy (a long-term plan) linked to a budget, it gives an overview of the dire-
ction the business is heading and the main priorities as customers, marketing and, activities and develop-
ment/improvements. Strategy gives direction and power for the implementation of the right activities (see
Key activities) for added value creation. In addition, short term plans are developed approximate once a
year. Short term plans are usually activity-based plans for logistics, distribution or marketing all linked to
the finances where predicting financial spending and income: planning this is set in a budget and followed
up by a liquidity budget to assure the business have money to pay expenses at all time.

A business providing local food and distribution, gives value to the customers, supplier and the business
owners as mentioned above. After choosing the customer groups and understanding the needs to solve for
the customers, a sustainable business need goals, a strategic plan needs to be developed and ensure ability
to implement the plans to succeed. The plan of action designed to achieve a long-term or overall aim to
solve the customer needs by own abilities, can be a definition of a strategy.
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11.1.3 | Example of marketing strategy

Every business has a different strategy based on goals, market and expected results as mentioned. Also, level
and own ability, advancement and size of business, culture and more need to be considered. An overall strategy
might have special strategies for the most important activities as distribution or marketing. By having a market
strategy, the visibility through marketing channels and building relationships usually becomes to the point of con-
trol through budgets. This is an example of a way of thinking before making a market strategy for the next phase:

MARKET-
STRATEGY

GOAL by 1.1.-
2021

TARGET
GROUPS
Place:

base and
demography

T0DAY
SITUATION

MARKET
TARGET
Position based
on products

ACTIVITIES/
Promotion
and
relationship

Other
activities

BUDGET
Price

EXAMPLE
HORECA market

The market plan aims to increase value for
existing target groups and recruit 1 new target
groups as customers, one national customer
(Based on main strategy)

Competition

Communication

Branding

Plan for progress

Today/ existing customers

Local:11 Horeca, 2 Special shops 2 Schools,
New: mainly Horeca customers 14
Regional: 2. National: 1

International: xx?

Network members/producers 17
New products: 120
Result: E: 6°

Today situation from SWOT
Future needs

Use: Define when, where and how
Consider quality and visibility
Choose materials

Goal:

New customers New defined areas: xxx
Horeca 7

Schools 2

Special shops 5

New producers 7

New products 40

Networking through web-based activities
Presentations

Arrangement: tastings for word of mouth, and
promote storytelling by print

Branding through storytelling and new marketing
material, new logo?

Ads in newspapers, magazines, food related
magazines

1. High quality guidance for new customers 2.
Use of quality and standardized tools. 3. Courses
and Workshops, Social media 4. Access new
products 5. Connect to network / competence
environment

Based on activities next 18 months
2019: xx 2020: xxx

ACTIVITIES: TO-DO
Comments

Tools:

a. Make an overview of today’s situation by
SWOT on market and target

b. Know the competition: 5 forces, consider
situation in the world around us

c. Plan for each target, channels, services and
need of staff. Cost: time, budget,

d. New services: digitalization, new logo

Choose region and size of business, reached by
May 2021

Adjusted to size and products/ volume and
capability to distribute by quality service

More product or higher product volume

SWOT:
Describe why, budget and challenges

Film, photo and text for paper, the internet,
social media, printed materials and presentations
Brand is through the value chain, also by others
linked to the product

Know your products and defining new areas,
target groups, customers based on type of
products, volume or planned growth and how to
meet/reach them

In order to fulfill the strategy of positioning
throughout own region, planned activities are
the main aim of increasing the number of target
and new customers.

Short film, photos once a week. Service level
increased Explain activity: goal and value by
To-do-list

Mark every activity by:

- Numbers: how many times(goal)

- Hours dedicated to each activity

- Cost

- Who is responsible of each activity?
- Due date

Main activities for increased value creation
at new and existing target companies and
producers

Time plan for activities

Calculate budget per activity per year:
Need of staff? Investments? Materials?

Fig 11: Example Market strategy
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Summary: A marketing strategy is part of the overall strategy, and might be an communication strategy as
well. Review the awareness and answers in the planning process as an advantage in marketing and as new
possibilities to turn your weakness into new strengths. Be specific and be sure to have measurable goals
which need to be partitioned over the next phase or for one year if this is the suggestion for the network.
The marketing strategy completed is part completed main strategy, and an important part of development.

11.2 | Organization models

In the process going through building blocks in the Canvas model, usually thoughts are maturing of how own
organization model need to be formed as a frame to resolve the challenges for the customers. This is based on
awareness for needed form to suit own target market and customer’s needs, based on the key activities and resour-
ces the network is able to offer, including own assets and resources to be a sustainable business.

In most cases, the physical and “virtual” infrastructure is already in place, with an unmet demand for locally and
regionally grown products for a start-up business. Start-up capital is usually needed to renovate facilities for mar-
keting, aggregation, storage, packing, light processing, and distribution and working capital for business manage-
ment systems to coordinate supply chain logistics. Development training and technical assistance in digitalization
is usually needed to increase capacity to meet target customers/ buyer requirements (volume, quality, packaging,
labelling, food safety, etc.). Network is very important to “cut corners” and get into the market as soon as possi-
ble, however, in the right way to keep the reputation from the start without breaking the “local rules” or culture.

Choosing the right organization model depends on commitment, level of risk taking for owners, finances locality,
culture, market/customer and strategic plans. A development from B2C to B2B is also a natural way of develop-
ment for some owners. Usually collaboration is the key to succeed, and this can be organized in different models.
A local-food distribution network model might have many forms, and by going through a SWOT analysis, the
best solution for each owner might be clear:

SWOT
INDUPEN

OEMNT
DUSINESS

Fig 12: Different organization models based on the main local-food network model
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11.2.1 | Local food distributir network model

Variation of this model including a food hub, is the most used model for successful and sustainable local-food
businesses. In this model, the businesses focus is selling local-food, handling the logistics and distribution of
products. They do not produce the product, but are part of the supply chain, getting the product from producer to
the chosen market of target customers as B2B. By using SWOT: Looking into strengths, weaknesses and oppor-
tunities and threats for different models of organization a business, is useful for finding out what suits the goals
and the future market. A collaboration party might consider different models and try out a couple as a startup and
decide to change when the business is more established.

This model is often used by producers wanting to collaborate in marketing, sale and distribution, to enhance the
producer’s value. This is done by reducing or sharing the high cost and time spent on this kind of work (usually
33-349% of the working time per month). Producers are the key drivers or coordinators to get their product to the
market. They may play different roles but collaborate as a network as business for joint opportunities. Producer/
Distributor are delivering their own products and products of other producers may have their own trucks on the
road or coordinate with different types of carrier. Usually a business like this have a hub, including storage and
equipment for repacking. The network can easily add other products and grow when they are established in a
market. The network usually has ownership of the product at some stage, although this would depend on the busi-
ness arrangement with different producers. Agreements for handling, labelling, pricing, invoicing and ownership
stage is necessary.

| STRENGTHS |

product in the same season

e All in one place -location : mt g: p;‘::.u‘:t:r:':’:’:mr:gucts
= * Innovative and new products - a ity Pr
- : .  Higher price for local produced
& ¢ Time saving A
=  Highly professional help -
Z S : » Expensive personnel costs
 Specialized marketing B
Sxperae information
® The presence of the producer is
part of the storytelling
SWOT
Local food
network M Price war between the
producers
» Merges, join venture, strategic * Bigger well established
analysis dlstrlbut.wn companies
» Expertise on the fields like marketing * Competitors develop a better
g’ » Moving into new marked segments and more innovative service
& which can generate profit * Competitors have superior
=3l » Exchange information and learning access to channels of
- distribution

from other producers

« Creating a strong representative * Laws and regulation difficult to
— accomplish

OPPORTUNITIES THREATS

Overview: Fig 13: SWOT of Local-food distribution organization model
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This might be a good startup model or in combination with other partners or farmers providing products from
others, or a model for companies with one or few owners with a strong and professional management. Producers
may also assist in coordinating product delivery to specific drop off points or depots. The distributor then picks
up the product and delivers to the end market. They may take on additional roles, such as a broker that helps pro-
ducers find new markets. Usually they are owned by one owner or by a group of producers. If the network has a
hub, the business is in control of the whole value chain (see chapter 8) and this model gives opportunity to build
part by part of a value chain and develop slowly as a healthy business. It might be a challenging model for some
networks, because this is demanding choosing the right staff.

Example: 1f the network doesn’t have storage or defined location, the drivers must do the repack of the produce.
If they don’t have the proper knowledge and understanding of the handling demands while they do the repacking
of goods “on the road”, the quality of product or packaging or labelling might be lower standard then the owners
and customer expect. Owners loses control. Secondly, development is a problem if there is only a sales person,
and no defined manager and all decisions need to be done by a board or owners, which will take time.

Combining distributing with a food hub offer more than only distribution: A food hub is a business facility with
capabilities for aggregation, storage, packing, labelling, logistical coordination, distribution, and marketing ser-
vices for locally/regionally produced food products. At the same time, their focus is to maintain strong networks
or relationships with the producer &/or the broader community through additional services. These could include
one or more of the following: producer training, consumer education, regional labeling, wholesale or retail ven-
ding space, etc.

1. Aggregation/Distribution-Wholesale
*  Drop off point for multiple farmers and a pick-up point for distribution firms and customers that want to
buy source-verified local and regional food

2. Active Coordination
* Hub business management team that actively coordinates supply chain logistics, including seeking mar-
ket for producers and coordinating efforts with distributors, processors, and buyers.

3. Permanent Facilities
* Provide the space and equipment for food to be stored, lightly processed, packed, palletized and possibly
even sold under a Hub’s regional label
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11.2.2 | A non-governmental organization
“NGO -A non-governmental organization (NGO) is any non-profit, voluntary citizens’ group which is organized
on a local, national or international level. Task-oriented and driven by people with a common interest, NGOs
perform a variety of service and humanitarian functions, bring citizen concerns to Governments, advocate and
monitor policies and encourage political participations through provision of information. Some are organized
around specific issues, such as human rights, environment or health. They provide analysis and expertise, serve
as early warning mechanisms and help monitor and implement international agreements. Their relationship with
offices and agencies of the United Nations system differs depending on their goals, their venue and the mandate
of a particular institution”

INTERNAL

EXTERNAL

STRENGTHS

« Communities / local food producers with the
same goal and wish of succeeding, expanding

= Strong local food culture and traditions

= High level of knowledge about the local food
products

=« Having strong relationship with stakeholders and
producers

= Business-interest NGO’s can help producers add value to
their products

= Improve quality and help the producers find new export
markets

« NGO's can cooperate with government to mobilize public
opinion and share awareness around local food importance

= The voice of NGO's is strong and can bring on the table
dimensions that can help the business

= They can encourage participation of local producers in rural
areas by implementing training programs and learming the
small producers how to deveiop

« Raise awareness about health and food

OPPORTUNITIES

= Limited financial resources

= Limited implementation capacity

= Lack of management expertise

« Business interested NGO's might have limited
experience

= Lack of reflecting the needs of a small company

- Tlhey may not be sustainable on membership fees
alone

= Local food development programs might have a
weak impact

= Local food development programs might have the
wrong focus

« Lack of interest in partnership from the
govemmental authorities, governmental
restrictions and lack of political will

= Focus only on micro producers, overlooking small
and medium-sized enterprises

THREATS

Fig 14: SWOT of Non-governmental organization
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11.2.3 | COOP organizational model
The main goal of creating cooperation / cooperative associations, in most of the countries is to provide help and
support for people so that they achieve success in their business without governmental help. For many of the co-
untries in the BSF project, this kind of organization might be challenging. Cooperative with organized producers
can strengthen cooperative development activities making the businesses successful and eftective, like for exam-
ple COOP Norge with more than 1.3 million members. In this model all members have an ownership, and there
is a defined management and plans. All will be streamlined in the business. A challenge is many owners and how
to organize decisions, vote and profit sharing.

INTERNAL

STRENGTHS

= Economical and financial growth

= Easier to talk to

= More persomalized, professional and faster help

= Easier acoess to finance the business, easier
cortact with the banks

= Partnership

= New innovative, high quality and healthy products

= Humnan relationships

= Collective wisdom

» Lack of resources

» Lack of credibility

» Lack of commitment from the managers

= Lack of marketing expertise

= Damaging the reputation of the COOP
arganizational model

= Members might seek to benefit their own

» Strategic aliance, joint venture and mesge

» Taking a step towards a new marked that can improve
incomes

» Reaching new regional, national and international markets

* Developing new markets segments e online shop

» Professional customers service

EXTERNAL

intesests in the cooperative and do not cultivate
the ideals of unity and common good

= Low participation from the members in meetings

= Price war betwesn the members

= Low interest from the customers

= Lack of information and enough information to
the astomers

THREATS

Fig 15: SWOT of Coop as organization model
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11.2.4 | Independent business organizational model
Independent companies are companies which are not controlled by any others company. It also can be an inde-
pendent entity which operates independent of the mother company but generates income for the mother company.

STRENGTHS

« Faster decisions taking

s A « More difficult to build relationships with
= Recognized as a professional company

= Can build a strong team of professional peopl OOINONE
Bl e 2 e i e
o « Higher expenses
o own money)  Lack of finances to invest, grow, develop, expand
= » Good reputation among the local food producers « Costly to implement new strategies
— « Free to choose your strategy e Limited reach
* Freedom to choose marked
SWOT
INDEPEN
DENT
BUSINESS
« New competitors entering the same marked
« Partnerships or alliances with other businesses; growing « Competitors might have lower cost structure and/
the business by partnering on specific work or lower price structures

« Growth in undiscovered marked, geographical places or « Competitors might have more products and
3:' new locations services
ot « Growing interest in local food « Competitors might have unigue products
5 = Different season- more interest for the customers « Global, national, local economy impacting the local
- (diversity- customers don't get bored) food business
5 « Digitalization might make it easier to inform customers « High costs of labor

about local food
« Digitalization might help to buy the local food through
different channels

« High costs of local food products

THREATS

Fig 16: SWOT of Independent business organization model

OPPORTUNITI

Summary: Local food network distribution models including food hub, is the most complex business ar-
rangements. Due to the diversity of services offered, organizations can vary greatly from one to another.
This might be a good solution for professionals, with some business competence. Also, this might be a
model to “grow into”, after learning along the way as a startup. Collaboration is a key to success and small
scale/ low volume will be a part of something bigger and more professional to enhance the value of the
products and increase the access for the target customers.

NGO is a weaker type of organization when it comes to power and communication. A strong focus on the
products is good but might be at the expense of building a sustainable business which need other compe-
tences also and a stronger management and finances to develop.

Coop is also a good model, but looser in relations and usually based on commitment. Challenging to
make decisions, sharing funds and how to manage this type of organization. Also marketing and business
experience is not into use as much in this type of organization and the finance is often weak.

The last model as independent business is well structured and well liked as organization, but not as good
to focus at the customers, have higher expenses and often lack of finances.
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SUMMARY

Local food has a long history in every country and state in the Baltic Sea region. It’s a part of the local culture, a
bearer of identity by offering different tastes from every place on the map. Food developed by the industry have
taken a lot of the customers the last decades, but the interest of local food is generally growing. Both perspective
of tourists looking for the uniqueness in an area, and awareness from locals around health & taste are important
customer groups.

Building a successful local-food distribution network there are a lot to take into consideration: choosing the tar-
get group and investigate the needs for this group which creates value for them. To reach the target group focus
on the right channel in marketing and choosing the right distribution channels creates value for the customers,
owners and for the producers in the long run. By becoming better and catch the interest from new customer and
keeping the loyal customers by appearing interesting as storytellers and visible in a professional way, a small sca-
le local-food distribution network is more prepared for the future. For the B2B the local food marketing channels
are mainly farm shops, single retail outlets, with operations concentrated to their own municipality and their own
county.

Longtime relationships and loyal customers need to be built over time where communication and building trust
by sustainable deliveries are the base. By knowing where the value and income are in the activities, development
toward better flow and better value for all parts can be in focus. To be more viable and sustainable the logistics,
handling of goods in all the value chain including time and price of distribution rural areas, should be streamlined
as well as possible. Every business will fit their local culture but changes usually need to develop towards the
future markets and demands. The pride of quality and premium products needs to be reflected by the price (inclu-
ding distribution), and not compared so much towards the food industry. To differ from the industry, commu-
nication through storytelling is very important. For the B2B market, a longtime cooperation with the producers
is usually vital. Then it is possible to affect and communicate what is sought after in the market and the unique
products that pays the producer higher prices.

By getting help from the partners and key resources, a new or small-scale business doesn’t need to contribute all
activities and knowledge, which is hard if there is no or a few staff members. Partners are usually a great resource
base for development and collaboration. By building a strategy for prioritizing development, the framework for
the activities needed in the next period becomes clear, and by tie the activities and staff hours to budgets and liqu-
idation budgets, the control of the finances are much more likely to help being viable as a local-food distribution
network. By becoming more sustainable and robust as a business, it helps increase the value for the producers and
suppliers of local food and keep the target customers and owners happy.

Small scale business offering local food have a hard time being sustainable, and the most important way to su-
ccess is collaboration. If some or a lot of the activities are joint, the impact on the market is higher and own costs
lower, usually with a better result. Collaboration is usually challenging but can be solved by working step-by-step
and together with both producers, customers and other local food providers. Goodwill, agreement and strategy is
the tools for success. The Success factors to be more sustainable in a demanding local food market, especially in
rural areas, are priority of development by the managers/owners; Planning, using tools as e-platforms for stream-
lining logistics/ distribution and collaborate where it is possible.
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