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shows are a great place to meet with potential suppliers,

customers and competitors. There are many food industry
trade associations in North America, including Grocery
Manufacturers of America, National Association of
Specialty Food Trade and the Chocolate Manufacturers
Association.

* Industry & Consumer Magazines: These publications
are a good way to stay up-to-date with general industry
trends. It is important to stay apprised on these trends
from day one and throughout the growth of the business.
In addition, editors and writers of these publications can
be a good source of industry expertise. A few examples
are Specialty Food Magazine, Gourmet Retailer, Food and
Wine Magazine, Gourmet and Bon Appétit. Also, all these
publications have online newsletters and blogs you can
follow daily.

e Other Resources: There are many websites and blogs
online that contain information about flavor trends, ingredient
ideas, menu formats and much more. For example:
www.foodnavigator-usa.com, www.menuinsights.com,

www.foodproductdesign.com, www.foodprocessing.com

and www.foodproductiondaily.com.

Secondary research can offer valuable information

about the consumer and industry in general, but it

does not provide insights about the performance of an
entrepreneur’s specific product in the marketplace, nor
what consumers and customers like and dislike about it.
Therefore, in order to deliver a successful product to the
marketplace, every product should go through some sort
of primary research. Usually the entrepreneur does not
have financial resources to engage in large-scale surveys,
large focus groups, consumer segmentation studies,
market analysis and so on. However, there are many
inexpensive ways to conduct primary research:
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* Small Scale Surveys: An entrepreneur can gather
consumer insights using surveys distributed by email or
phone, or web surveys. An email or phone list can be
purchased or collected, and the survey can be developed
by the entrepreneur himself. (For example, www.
surveymonkey.com)

¢ Taste Tests: The best way to understand what
consumers really think about the product is to conduct
taste tests. The taste test can be conducted in many
places, such as taste kitchens with focus group facilities or
testing stations in grocery stores, malls or farmer markets.
It is important to try to collect personal information of the
tasters so that the same group can be used in a repeat
tasting. While it can be difficult to accomplish these

types of tests in public places, it is possible with the right
incentives.

* Open Forums: An entrepreneur can use open forums
and blogs to collect consumer opinions about the product.
This method is very useful when the product is already on
the shelves.

¢ In-store and virtual observations: Another great way
to collect consumer information is to shop along with
consumers at a retail store to observe their interaction with
the desired product category and shopping environment.
The entrepreneur can get insight into how a consumer sees
her product on the shelf versus the competition in terms of
packaging and shelf space, buying patterns and consumer
behavior, comparable product offerings, etc. Additionally,
there are virtual ways to market test a product. Companies
such as In-Context Solutions and Y perform have created
software and internet platforms for this service.
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www.foodproductdesign.com
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For most of the companies, the biggest pitfall in market
research is the inability to implement what they learn.
Gathering relevant information is only the beginning of the
process. The real challenge lies in deriving insights from
the collected data which will help to develop the product
and build the brand most effectively. These insights should
be translated into an actionable product strategy.

Sources/References
" Affordable Market Research”, NASFT

http://www.uark.edu/ua/foodpro/Food_Processing_Guide/
index.html

National Resources

The Food Institute is a portal for research and articles
about the national food industry. On their site, you can find
the Institute’s own resources, other website’s resources,
online seminars, tradeshow calendars and trending

analysis.

The Institute of Food Technologists is a nonprofit scientific
society with 22,000 members working in food science,
food technology and related professions in industry,
academia and government. As the authoritative voice of
food science and technology, IFT contributes to public
policy and opinion at national, state and local levels.

IFT publishes various resources for the food industry,

including Food Technology and the Journal of Food
Science. IFT also conducts the world’s largest annual
convention on food grown, processed, manufactured,
distributed and eaten worldwide: the IFT Annual Meeting

& Food Expo™.
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The National Association for the Specialty Food Trade
(NASFT) is an international organization composed

of domestic and foreign manufacturers, importers,
distributors, brokers, retailers, restaurateurs, caterers and
others in the specialty foods business. The organization has
more than 2,700 current member companies throughout
the U.S. and overseas, and is a great resource for trends,
seminars and news.

Activities and programs offered by NASFT include the
Fancy Food Show, premier international food trade
events in the US that connect 45,000 motivated buyers
with 250,000 specialty food products. They also publish
the Specialty Food Magazine that delivers actionable

information retailers, distributors and other quality-driven
professionals can use to improve their businesses.

The National Restaurant Association is the leading business

association for the restaurant industry. The Association
engages in advocacy and policy recommendations for
restaurants while providing tools, research, seminars and
networking opportunities for members. Even for those not
in the restaurant business, researching the NRA is useful if
their potential clients are restaurants.

Slow Money is a non-profit organization that facilitates
the flow of investment capital to small food enterprises.
Its mission is to promote new principles of fiduciary
responsibility that support sustainable agriculture and
the emergence of a restorative economy. The Slow
Money Institute brings together, at the regional level, key
stakeholders to explore investment needs and strategies
for building local food systems.
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The best source of information

about co-packers, their
capabilities and processes is
often other entrepreneurs who
can be encountered at state
association meetings, food

shows and trade shows.
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Finally, there are a number of shared-use kitchens available
in the city of Chicago. These kitchens are fully equipped,
licensed facilities, which can be rented by the hour:

¢ Kitchen Chicago: http://www.kitchenchicago.com/

* Splice Kitchen: http://www.splicekitchen.com/

* Logan Square Kitchen: http://www.logansquarekitchen.com/

* Now We're Cookin': http://www.nwcookin.com

Food Safety

The National Center for Food Safety and Technology at the
lllinois Institute of Technology conducts research around

food safety as well as teaching classes on the subject for
lllinois Institute of Technology students. To learn about the
classes at the center, as well as the research, visit http://
www.ncfstgradprogram.iit.edu/academic_intro.htm. Again,
FDA is a great resource for safety processes, requirements
and other information.

Food Safety Inspections and Education

The Chicago Department of Public Health’s Food
Protection Division strives to educate food businesses on
food safety and administer food establishment inspections.

For more information on what they do and essential
information to be considered, click here.

For information on the inspection process, click here.

For food safety information related to retail food
establishments, click here.
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Below is a select list of lllinois-based natural and organic ingredients suppliers.

INETE Location Category Website
Certified organic oats, oat groats, corn,
. . soy beans, soybean meal, flax, wheat, )
All Star Trading Park Ridge, IL wheat byproducts, canola meal, and Safe www.allstartrading.com
LawnFeed Ingredient and Grain Merchants
Buy Wellness Chicago, IL Organic vegetable oils, food grains, www.buywellness.com

chocolate, tea and sugar.

Clarkson Grain Co.,
Inc.

Cerro Gordo,
[L

Organic ingredients made from corn and
soybeans as well as feeds, whole grains and
oilseeds to processors and feeders

www.clarksongrain.com

Fonterra USA

Rosemont, IL

Organic dairy ingredients

www.fonterra.com

Fox Valley Organics

Aurora, IL

Certified organic herbs and seeds

www.foxvalleyorganics.com

GEO-FRESH Bloomington, | Organic herb, organic spices, organic herbal www.aeo-fresh.com
ORGANIC IL extract & organic essential oils 9 :
Green Mountain Organic-certified and natural flavors and .

Oswego, IL www.greenmountainflavors.com

Flavors, Inc.

extracts

Harvest Food Group,
Inc

Warrenville, IL

Certified organic IQF fruits, vegetables,
prepared meals and other raw materials

www.harvestfoodgroup.com

Mori Milk and Ice

Franklin Park,

Cream Co. Inc L Organic milk www.morimilk.com
N [N I L i - i i i

excel atura Springfield, IL Organlc.soy .based mgredl.ents”and"organlc www.nexcelfoods.com
Ingredients edible oils without the typical “soy” taste
Nie!sen—Massey Waukegan, IL Organic vanilla extracts, vanilla powders and www.NielsenMassev.com
Vanillas, Inc. vanilla beans from various sources

Soy Flour, roasted soynuts, soy meal,

US Soy, LLC Mattoon, IL y u ynu y WWW.USSOY.com

identity-preserved soybeans

Source: Organic Trade Association
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that target these early adopters. For example, consider

Zabar's supermarket chain in New York City. The people
who write articles for the important trade publications in
the specialty food industry are always looking to see what’s
new at Zabar’s.

Another example of a large retailer looking for new,
specialty foods is Whole Foods. Despite the fact that it is a
large retailer, they have one of the largest assortments of
local produce and specialty foods. Whole Foods makes its
buying decisions regionally, and each region has different
review procedures. In order to start communication

with a Whole Foods buyer, the entrepreneur should
indentify an appropriate category manager in his region.
Before contacting the retailer, the entrepreneur should

be prepared to share product information, samples,
promotion plans with budgets and operations capabilities.
But most importantly, the entrepreneur should be ready
to convince the buyer why the product deserves space

on the already crowded Whole Foods' shelves. Lastly,
Whole Foods created a Whole Foods Market's Local
Producer Loan Program, which has a pool of $10 million in
low interest loans for small, local producers to help grow

their businesses. Available loans range from $1,000 to
$100,000.

Many retailers like to purchase from a primary distributor who
can supply the majority of their products for a department.
However, at the beginning it will be very challenging

to convince a distributor to buy a new product if the
entrepreneur does not have an agreement with the retailer
to put the product on the shelf. Thus, it is usually easier for
the entrepreneur to approach a retailer directly, and if he
succeeds in closing the deal with the retailer, then she can
involve the distributor if necessary. Some retailers, especially
the ones who frequently deal with local produce, purchase
directly from manufacturers for direct store delivery (DSD).

In addition, like everywhere in life, timing is important.
Some retailers, mostly larger ones, look at new products
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during specific times of the year. It is crucial to build a
strong long-term relationship with the retailer, as they are
the entrepreneur’s face to the consumer and they have
significant influence on the product’s success.

Food Brokers

Another resource that an entrepreneur can tap is the

food broker. Food brokers act as sales agents hired by
manufacturers to represent their products and make

sales to retailers, foodservice companies and distributors.
They can help to find distributors, and they broker deals
between manufacturers and distributors as well as between
distributors and retailers. Unlike distributors, brokers do
not take title or physical possession of products, nor do
they transport products to the buyer. Brokers generally
work on a commission basis of five to eight percent of the
total invoice amount on each order they receive and sell.

A broker's greatest value is in his or her experience,
expertise and longstanding relationships with customers.
Brokers can provide more services than just sales calls. For
example, they can help develop promotional activities,
such as in-store demonstrations and new product
introductions. Overall, brokers are experts at selling; they
use their relationships with customers to efficiently arrange
the sale of a manufacturer’s food products to the retailer.

The main disadvantage of using a broker might be that
the entrepreneur is not his or her only client and products
might not receive adequate attention. Usually, the small
companies represent only 5% of the brokers’ revenue. In
addition, the broker might not accurately represent the
entrepreneur’s primary goals. For example, the broker
might promote a product solely on the basis of price and
ignore the focus on product quality.

Usually brokers are very effective in helping an
entrepreneur to grow the business after the product has
been initially introduced to a market.
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Farmers’' Markets

Farmer's markets are a great place to start selling food
products. Farmers’ markets can range from small markets
held once a week with a few vendors to large weekend
events with hundreds of vendors and crowds numbering in
the thousands. Because farmers’ markets are increasingly
popular for consumers and communities, they are
becoming important economic outlets for many farmers
and food entrepreneurs.

Typically, a market stand is relatively inexpensive. In
addition, an entrepreneur has a great opportunity to
interact directly with the consumer, educate the consumer
about the product, and collect the consumer feedback that
can be invaluable for further product improvements.

Lately, the popularity of the farmers’ markets has grown
significantly. They have been promoted within local
communities and they draw not just local citizens, but

also restaurants and co-ops. As markets become more
important—both for farmers and consumers—the
operational issues can become complicated. Because
processed foods are being sold, rather than just fruits

and vegetables, health departments have become more
involved in ensuring food safety. An entrepreneur should
reach out to their local department of health to understand
the rules before purchasing permits to sell at these markets.

Mail-Order Retailers

Another good way to start selling a new product is
through mail order retailers. The biggest advantage of
this channel is that the retailer usually does not purchase
the product but passes the order to the entrepreneur
who manufactures and delivers the product directly to
the consumer (either via home delivery or mail). Thus

the retailer does not bear much risk in case the product
does not sell, and the entrepreneur can manufacture the
order when received and not worry about inventory shelf-
life. Usually mail catalogs have 5% response rate, but
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more importantly, they drive consumers to the company’s
website (where extensive telemarketing support is required
to ensure success).

Online Retailers/Company Websites

The Internet has become an integral part of our lives.
More consumers are shopping online as marketers have
developed more user-friendly and secure on-line shopping
venues.

During the current recession, companies are moving to
the Internet at an accelerating rate, driven in part by the
high fixed costs of offline distribution channels. As a result,
e-commerce sales have steadily outperformed offline sales
for several years now, and this pace should accelerate.

Online retailers are a great channel to introduce a new
product, especially if the product is a specialty product
(like allergy-friendly or special-diet products). Today, if
someone has a specialized or niche interest, the first thing
they do is search the web, and a number of clever Internet
entrepreneurs are creating information clearinghouse
websites for people with common interests.

On-line retailers are less likely to order large quantities and
are more likely to negotiate generous prices and return
conditions than the big nationwide chains. Some will even
drop ship the products. They'll list them online and will order
from the manufacturer only when they receive an order

from a customer, so the manufacturer can maintain control
of the inventory. There are several very successful online
food retailers such as Amazon, PeaPod and FreshDirect (an
Internet-based grocery delivery service in New York).

When choosing an online retailer, it is crucial to verify
that the retailer has the experience to handle (i.e. store
and deliver) the product category of the entrepreneur’s
product. According to Rick Braddock, Chairman and
CEO of FreshDirect, online consumers have higher
quality expectations from food products ordered through
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