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How does food reach consumers?
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More on Direct Marketing Channels

* Typically 2 parties involved: Producer and Consumer
* On-Farm Stores
* U-Pick

Farmers’ Markets

CSAs

Online Sales

* Direct marketing strategies used for local foods, especially for
smaller producers

* Producers can share their story, communicate values with
consumers




Figure 5
Local food farms and sales by farm size and market channel use
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Mote: The share of farms by farm size and marketing channel use are based on 2012 Census benchmark counts; the
shares of total value of local food sales by farm size and marketing channel use are synthetic estimates.

DTC = direct-to-consumer; GCFI = Gross cash farm income.

Source: USDA, ERS/NASS, ARMS data, 2008-2011; USDA, NASS, 2012 Census of Agriculture.

Source: Trends in U.S. Local and Regional Food Systems Report to Congress by Low et al. (2015)




We are also seeing more retailers
cutting out intermediaries.
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Intermediated marketing channels can make it
more difficult to communicate one’s story, values.

* To signal such values, producers may add labels (or labeling
claims) to their food products
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Why labels exist...

* For consumers, labels:

* Provide information about product attributes they might not be
able to easily see or verify — credence attributes

* Can also signal a type of public surveillance system, such that
people can feel confident in the food system

e Can signal public values (“vote with your dollars”)

* To help producers/manufacturers/retailers market their
product and increase consumers’ value of that product

* Product differentiation tool




What are some of the
complications with food labels?

* Do consumers know what they all mean?

* Do some of the labels overlap?

* How do you know which labels to trust?

* How many do you really need on a product?




For example...
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What does the research say about
food labels?

* Research often shows consumers are willing to pay more for
products with a specific attribute (for example, organic, cage-
free, etc.)

* However, as researchers, we often try to isolate the effect of
one label and hold everything else constant

* In my own labeling research, | have worked to consider the
larger context in which decisions are made




Project 1.
Putting the Organic Label in Context

* Collaborative work with Dr. Brittany Duff (Advertising, UIUC),
Zongyuan Wang (Advertising, UIUC), and Dr. Tiffany Barnett
White (Business, UIUC)

* Published in Food Quality and Preference (2016)




What do you think when you see the
organic label on a product?
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Summary of Results and Implications

Context Matters!!!
* QOrganic virtue foods (strawberries) purchased on basis of taste
* Organic vice foods (cookies) purchased on basis of nutrition

* Retailers like Walmart may only be suited for promoting organic
virtue products

* Retailers like Target may be able to successfully promote both
organic virtue and vice products

Producers should understand that the organic label will not be
interpreted uniformly across products or across retail settings.

* Brand Reputation vs. Sales Volume?

What does this mean for regulators?




A Final Interesting Result

* How “organic” are organic strawberries and organic cookies?
(% Organic Content)

84.5%
Organic Content Organic Content




Project 2:
Which Livestock Production Methods
Matter Most to Consumers?

* Collaborative work with Dr. Kate Brooks and Dr. Taro Mieno
(Ag Economics — University of Nebraska)

* Published in Agriculture and Human Values, 2017




Primary Objective

* Determine which production method label claims
are most and least important to consumers
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Selection of Production Method Claims
and Livestock Products

* Focus on specific on-farm practices:

Product is certified organic.

Animals were humanely raised.

Animals were grass-fed (or raised on a vegetarian diet).
Animals were not administered growth hormones.

Animals were not administered antibiotics.

Animals were raised in a free-range (or cage-free) environment.

N o Uk W e

Genetically modified organisms were not used in the
production of this product (Non-GMO).

* Considered these claims on four product types:
* Beef meat products, Milk, Chicken meat products, Eggs




Sample Best-Worst Question

Which of the following production methods is MOST important and LEAST important when
you are purchasing milk?

Please check only one production method as the most important and one as the least important.

MOST IMPORTANT LEAST IMPORTANT
Cows are grass-fed.
Cows are humanely raised.

Cows are not administered
antibiotics.

Cows are not administered
growth hormones.




Results - Preference Shares
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Conclusions/Implications

Use of growth hormones most important across all categories;
however, USDA already prohibits this in poultry

* Lack of consumer knowledge?

Most shocking: Lack of importance for Organic
* One of the most comprehensive claims
» Suggests growing skepticism of this label?

* Or less knowledge related to organic livestock products
requirements?

For producers, the top three preferred claims were very clear;
BUT there are many factors at play in food purchase decisions




Final Thoughts on Food Labels

* Labels can be a good product differentiating tool....
* |IF consumers understand what they mean
* |F consumers notice them
* BUT they are competing with many other labels
* BUT consumers also care about price, taste, etc.




Thank you!
Any questions?
brennae@illinois.edu
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