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DEL NORTE MEAT PROCESSING AND RETAIL FACILITY
FEASIBILITY ASSESSME NT

EXECUTIVE SUMMARY

A feasibility study provides an objective thipdrtyanalysis of the viability of the business idea
and focuses on answering the essential questi@hh oul d we pproposed prajectwi t h
i d e &he activities of this study are directed toward answeringthisportant question.

In this Feasibility Study you will find a response to the 7 areas posed for evaluation in the
Request for Proposal issued by the Del Norte ResdDomservation District on April 26, 2010.
We address those topics and provide a thoroughsresdlarched analysis and synthesis that
substantially goes beyond the original Scope of Wasksuch, it includes a comprehensive set
of guidelines and backgrad materials as a reference to help guide the implementation efforts.

1. Determine if a meat slaughtering, processing, packaging and market retail facility is feasible
in Del Norte County, California.

Animal slaughtermeatprocessing and packaging could successful in Del

Norte County. It is anarginallyviable, high riskbusiness opportunithat will
requireextensivecommunity commitment, fundingndadditionaldetailed

planning (i.e., development of a detailed business plan and commitments from
areaproducers, consumendistributorsand investors)Three significant
challenges are faced: county animal inventories, financing and product
distribution.

This is a business system that goes beyond slaughter and processing. Transactions
flow from the fieldto the consumer, and all aspects must be in balance to
succeedThere is also gauntletsome say a maze, of regulatory matters to be
addressed: federal, state and local.

The retail sales component, while interesting and worth further evaluation over
time, has a very low potential for initial success, especially in the first few years
of meat planbperation Likely it would serve as a distraction and a losing
proposition. Yet this could be an add business as experience is gained
operating the slaught and meat products production business components.
There is a lot to learn and absorb here.

Many of the elements of a business planiaciided with this study sesultsbut
substantiallymore needs to be donedsetto the level of detallequired tostep
into the chosen alternative.

Quite literally there are hundreds upon hundreds of variables to consider. This

study provides 4 alternatives for consideratieefollowing matrix). Each has
its own merits, ranging from higher risk to lower risk.
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Financial pro formas were generated for only one set of variables for each
alternative Small changes in inputzan resultn quite a variation in resultén
integrated Excel workbook tool is included to provide opportunity to run
additional variables to nael differing scenarios.

Alternatives 1-3: These are &derally certified approacdty SDA Food Safety
and Inspection ServiéeFSIS)andhave a much higher risk of succeddut with
hard work, collaboration and community support it could be vidlhles setof
alternatives would provide a large array of sales/distribution alternafilissis
an instance whereard is good

Alternatives 4: Custom slaughter and processing is highly feasible and a
relatively low risk, but it is not federally certifieBalesof product are restricted
to producer to consumer.

Alternatives 3 and 4 require a facility to hang and process the meat.

Economic i mpact comes in part from constrd
of the equipment will be sourced outside the couagueral jobs will directly

emerge to work in the processing. Dollars currently leaving the county for

processing will remain in the county.

Estimates irthe followingtable are derived from a variety edurces reporting on

actual processing facilitiegro formas driving these financial results are in the
Appendix.
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Higher RISK Lower
Alternative 1: | Alternative 2: Alternative 3: Alternative 4:
Large Plant*** | Smadl Plant*** MSU,3 4 6 || Custom Slaughter
5,250 sq. ft 2,600 sq. ft. ~300 sq. ft. Cut & Wrap
Pre-chill Cooler size* ' itione
10 Beef 7 Beef 20 beef Requires addition
facility
Holding Cooler Size* ' iti ' itionz
g 20 Beef 13 Beef Requwes_ _addltlon Requwes_ _addltlonc
facility facility
Slaughter days per
300 300 150+ 150+
year
Slaughter capacity 20 beef/day =| 7 beef/day = 10 beef/day = 2 beef/day =
6,000/year 2,100/year 1,500/year 300/year
Additional Facility for
MSU or Custom Included Included $150,000 $150,000
(coolers, freezers, cut (1,500 sq. ft.) (1,500 sq. ft.)
and wrap
Number of Employees 61 10 34 34 2
Trailer (animal
hauling) $60,000 $60,000 N/A N/A
Truck (used for trailer
or MSU) $18,000 $18,000 $18,000 N/A
Pick-up (3/4 ton, used
with hoist and cover N/A N/A N/A $15,000
Processing Facility $525,000 $260,000 MSU @ N/A
Investments 2,100,006* 1,040,008* $170,000*
Total ProceSSing $603.000 $338.000
Facilities Cost 5 178.000 1 118.000 $488,000 $130,000
Land acreage***** 2 acres 2 acres 1 acre 1 acre
Land cost (assumes
$40,000/acre) $80,000 $80,000 $40,000 $40,000
Total Overall $683,000 $418,000
Estimated Investment 2,258,000 1,198,000 $343,000 $170,000
Payback Period (using
assumptions in pro ~2Ysyears ~2/1/4 years 2 Yayeas ~3 years
formas)
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Notes:

* Cooler space for one beef will provide space for 1.5 to 2 hogs, sheep or goats.

** Fixed facility price per sq. ft. =$100-400, depending on materials us&dthout land
acquisition costs. Based on estimated costs used in studikly, lowa State University
and the Mendocino County/Ukiah feasibility study

kk For both designs, the Iefftand side of the plant could be extended to make more room
that could be utilized faanything that would be needed, except slaugBteh designs
include a retail sales space.

ko 2 slaughter days per week in field, 2 processing days, requires return from field to unload
and restock MSU

ek Adequate water supply and septic must be included. Includes space for retail and
equipment parking, turaround for truck/trailer/MSU, space for animal offloading and
holding, etc.

Water Use and Output 150-200 gallons per beef equivalent, average. One beef
equivalent =2 hogs 2sheep ogoats

1 acre = 43,560 sq. ft.

2. Provide marketing recommendatioms & successful venture, includingsearching the
feasibility of grass fed beef produced locally marketed withhaa t ur al beef | abel
options could include joining an existing natiowatjanization with a natural beef label,
joining an existing renal organizationwith a natural beef ladeor creating a new natural
beef label. Specific feasibilityeeds to be determined for the various levels of production
including:

a) Management requirements of beef t stureneet fAn
feed mix, vaccines, antibiotic use and restrictions, age, weight, sex, cattle breeds, timing
for sale, minimum number of cattle, etc.

The USDA definition of natural beef describes n@aducts that have been

minimally processed and contains no aigtds, artificial flavors, colorsr

preservatives. This definition does not mention production techniques for natural
meat, whichcan be confusing or even misleading to consumers. Unofficially,

natural meat has been defined by ranchers and marketerestsdk raised

without the use of antibiotics, growtlormones, and implan{si . e . -, Anever
evero)

The USDA label for grasted meat says the following: grass, green, or range

pasture or forage shall be 80% or more of the primary energy source throughout

theani mal 6s | ife cycle. This means that on &
animals ugo 20% from other sources, or wait till the finishing stage and feed

animals entirelyn other sources, as long as no more than 20% of the @&imal

feed during its ente lifetime comes from these alternate sources. In 2006, the

USDA-AMS solicitedcomments on a revised standard which defines grass

(forage) fed as: Grass (annaald perennial), forbs (legumes, brassicas), browse,
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forage, or stockpiled forages, and pbatvest crop residue without separated
grain shall be at least 99% of theergy source for the lifetime of the ruminant
specie, with the exception of milonsumer prior to weaning.

Organic meat is subject to an even more restricted regimen, including) use
certified organic cleaning materials at the processing location. This is even more
of niche market than natural or grass fed meat products.

Animal age is not as often referred to as is weigbéf 12001400 Ibs. Age is a
determining factor for offalidposal. Cattle over 30 months must have brains and
spinal cords disposed of separately, most often in a landfill.

Steers are the most common beef meat animal. Little mention is made of breed
although there are champions for eacdd everyreed

Y earround availability of animals is desiréighly. This provides for a steady

stream of animals to be processed, keeps employees engaged and provides for a
much higher reliability for obtaining an FSiigspector Irregular production

schedules can be quitegblematic for scheduling an FSIS inspeaod retaining
employees

Small scale facilities generally require on order of 1,000 to 1,600 beef (or beef
equivalents) per year to achieve sustainabifigderal beef inventories for Del
Norte County indicatapproximately 1,000 cattle are targeted for beef production
in a year.

b) Transport requirements

The surveyesultsindicated a low interest in the meat processing entity providing
transportation.

Response | Percent
Yes 35.7
No 64.3

Many of the producensave some form of transport available to them. At the Fortuna

Auction yard there were examples of folks bringing their animals to the yard in their own
equi pment , by using someone el sefome or in p
producers ship theanimals long distances for processing.

As such, alternatives 1 and 2 do not include a transport function as part of the business

modeling. Alternative 3 (MSU) does on the premises slaughter and then transports the
carcasses to another location for finedgaration.
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For the Custom operation (alternative 4),
location and then transporting the carcasses by the custom slaughterer to another location
for hanging and then preparation.

c) Processing requirements

The4 alternatives position differing levels of product capacity, ranging from 20 beef (or
beef equivalents) per day to 2 per every other day.

d) Marketing requirements

A number of marketing issues, challenges and opportunitied tdbe addressed
Resourcesare available to help out.

Consumer Educati@n Additional and continued consumer education will be
vitally important in securing a premium for products in this growing niche
market. Clarification of ternds natural versus graged versus organi and a

bette understanding of the unique and exceptional healthy benefitsrefraum
grassfed beef product are the two areas in which consumers most need further
edification.

Consolidation of Producers and Processbiigajor chaind Wal-Mart and

Safeway forinstaré®d ar e of f er i ng rmpmduets aforgsidethe al 0 me a't
more traditional avenude Natural Food Stores. Continued refinement of animal

and meat quality could hefustain prices so the Del Nogeduct can continue

to differentiate itself fromlesscongsnt and f |l avor f ul Anatural o

Inherent Product Attributes Raise Concerns with Some Bayeldat ur al 0
meats have distinct characteristics that may be an issue for meat market managers
andbuyer® more so than for consumers. Again education will bg ireportant

to dispel theseoncerns.

Product Packaging Sal es of M@Anatural 0o meats can suff
or environmentally insensitiyeackaging. Given that premiums will be charged

for this product, attractive package thatkeshe productdok fresh and safe will

be very important. Further, packaging should be kepttahanum and be made

from environmentally fit materials to align with the other inherent values

motivating the consumer to buy this product.

Branding® Branding is all about peeption.Brandingis all about creating

singular distinction, strategic awareness and differentiation in the mind of the
target market not just awareness. When you have been successful, you will start
building equity for your brandA brand is nearly wohless unless it enjoys some
equity in the marketplace. Without brand equity, you simply have a commodity
product.
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Some potentially viable approaches include:

Del NorteCountyBrandCertificationLabelingPrograms
Niche Marketing/Branding

Develop a Brancertification/Labeling Program
Natural and GrasBed Beef Branding Programs

Promotior® An effective promotion strategy will reach target customers
through several types aiedia. These may include the following:

Print Media: Residential mailers and braoks

Electronic Media: Websites and Internet advertising
Published Media: Newspapers, magazines, and coupons
Broadcast Media: Television and radio

e) Administrative requirements

Federally inspected meat production presents near daunting regulatory regtsreme

Even a custom slaughter, cut and wrap operation requires great attention to detail in
recordkeeping. Keeping track of all of these regulatory requirements, permits, inspections
and related matters requires great attention to detail and will takee@pctido so.

Failure here is not an option and can result in loss of certifications, and consequentially
the business.

Additionally, there are the myriad other details that have to be managed: scheduling,
training, sales (probably more to distributors poitentially tomorelocal entities).

The financial pro formas build in time to attend to these details. In the first year of
operation this is partly why only a hdlfne operation is positioned. There iseed to
learn as you go so as to remain compyliaith regulatory matters and to operate the
business.

f) Capital investment requirements
(Seeprevious alternatives matrix)

. Locate available sites, complete preliminary design and develop cost estimates for the
construction of a processing and retail ifag. This task will include a discussion of

alternative facility designs, such as mobile slaughtering vs. fixed site, as well as a thorough
explanation of all health and safety requirements.

This study does not select a particular site but presetes@to aid in the selection

(seefiGe ner al Pl ant Design Consi deforati ons for
detailed check list)A number of critical decisions need to occur to further guide the

site selection (e.g., which of the alternatives is to beymd?). A specific location

based on all of the criteria would be included in a detailed business plan. Each of the
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alternatives has its own set of requirements. What we can do at this time is bracket
land costs and provide other guiding advice.

Searchng the Multiple Listing Service (MLS) for Del Norte County for properties up
to $1,000,000 zoned agricultural or commercial/industrial revealed surprisingly few
offerings. At least an acre is recommended with 2 acres preferred to give more than
adequate sre for trucks and parking. Perhaps there is someone out there already
holding suitable land willing to consider development on their holdings.

With all that needs to be done to determine which of the alternatives to pursue, it
could be at least a yearfbee an appropriate site can be identified. None of the MLS
entries looked to be suitable to house dooated retail site.

Evaluate organizational possibilities for the facility, including, but not limited to, traditional
cooperative, new generation querative, cooperative legal considerations, C Corporation, S
Corporation, and a limited liability company.

A new generation cooperative appears to have the best chance of success.

Cooperatives are a good way to spread risk and to raise capital frommato@pe

ownersThe ANew Generation Cooperativeo (NGC) i
traditional cooperatives, btlhte NGC focuses on marketing niche strategies rather

than the traditional cooperative roles, sastproduction and storageroducers

would coninue to ownraiseand transporanimals.

Slaughter and processing could be a separate traditional coopedatiater
additional consideration it could also be owwedthed under the NGC concept

Evaluate and explain Business Plan Financials, inicigdut not limited to, staftip costs,
operating costs, revenue projections, first year financial statemenfj\angear financial
forecast. Determine how many jobs will be supported by a processing and retail facility
enterprise.

Please refer to therevious alternatives matrix as well as the discussion in the body
and pro formas in the appendices. One quickly comes to an understanding of the
overall complexity and risk levels associated with any one of the offered alternatives.
Even a small change any one of the financial inputs or regulatory steps can result in
variances in the outcomes.

Provide project alternatives, including but not limited to, sale of prepared meats,
incorporating other local agricultural products, incorporating the weeklynfar r niaket, and
including products from Oregon.

Pl ausi bl e Markets for ANatural 06 Meat s
locabALocal 6 is a term that varies in de
the defining radius. Thi s sounds mor e
include areasuch as the Humboldt County, San Francisco Bay area Sacramento,

fini
nr eg
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Yreka, Rogue Valley, Roseburg and perhaps even up to Eugene, OR. The Del
Norte economic profile suggests strongly that the product distribution must go
well beyond the county to be successful.

Del Norte County provides too small a market to allow for much expansion of local
Anat ur adlesAlso beaause income levels in theuoty are below the state

average, a premium Anatural 06 meat product wi
willing or able to pay the additional price. With producers already selling into much
of what market doesexiéti . e. , direct sales from producer

market) there is little room for growth within the Del Norte County market.

Regionad NorthernCalifornia including the greater Bay Area is proving to be the

mostpromising market territoryand by the USDAl e f i ni t i oThedensandii| oc al 0.
the consumer values and the ability to supp@reanium product produced in this

area. Access to the marketalso an advantage. Afidications are that this territory

should be the focus for Del Norte fAnatural o

Nationald Access to this broader market may only be viable via Internet and mail
ordersales.Target marketing campaigns will enafileding Internet buyers to be

willing to pay apremium for a quality organic meat product and the added
convenience of shopping online.

Internationab The opportunity exists for potential sales to Asia, but would likely
requirea d d i t i eargd In gfbdtheyprbduct enhancements to distinguish the
product within doreign market and to warrant pricing that would cover the additional
costs of marketing anghipping overseas.

SalesOppottunities and Qtlets

A number of sales opportunities and outletsvaéaele. In the early statip years one
of the least viable is a local retail outleiving nothing to do with the quality of the
product but rather do to the economic realities of the codimy recommendation
here is for adding this business comporaEnbperating experience is gained.

Other potential sales outlets include:

e Direct Sales to Consumers

e Farmersé6 Markets
e Community Supported Agriculture
e Farm to School

e Food ceoperatives

¢ Retalil: Grocery Stores and Natural Food Stores
e Supermarkets

e Restaurants

¢ Institutional Food Service

e Prisons

[ J

Internet and MailOrder Sales
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e Specialty Stores
e Retail Sales Outlet
e Virtual #&led  Websités M

7. Research and recommend sources for project implementation funding.

Since most meat processors are too small to atteattire capitalprivate financing
andbanksmay be thdest optiongrants and grant/loan packages also may be an
option). No pot of gold is waitingThe likelihood is high that wprobably have to
work with a local bank to financanynew plantA bestcase scenario would be to
have local interests fund the investment.

Given the projectapital and staitip coss, it is highly likely that multiple sources of capital
will be needed to fund thetility and marketing activitiesSome potential sources are

Private Funding Sources
Banks

Venture Capital
Rancher Investment
Preferred Stock
Loansand Grants

Recommendations

As you read through the contents of this study, you will quickly see the complexity of the
challengsto be addressed. t ndtsmpossibléut will require detailed attention to myriad

details to achieve succedg®hatis faceal is the building of dusinessystem that reaches from

field to plate with all of the steps that must be successfully integrated along the way. Failure in
any one ofhe steps will result in disappointment.

The custom slaughter with cut and wrap (alternative 4) would be the quickest to get up and
running, would meet an immediate need and provide a basis for expansion into a full FSIS
certified operationThis alternatt e 6 s payback and profitability
modeling done in this study by pursuing less expensive options (e.g., reducing the size of the
facility or use of freezer boxes purchased at an appliance store.).

Here is an outline of proposed p$efor moving ahead'ime from decision to go forward to
being ready to start building varies by the alternative chosen, but a year should be enough time to
get all this done.
|. Establish project ownership.
Form a small team of interested parties with éradip from a partnership of the

Resource Conservation District and the Agency Economic Development
Association.This project has economic development potential for Del Norte.
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Set up governance procedures for the prq@cject management, deciston
making, change management, designate responsibilities, etc.)

Il. Select the alternative to be pursued.

The team will review all the materigisepared to daténcluding using the
financial modeling tool, to make a decision as to which of the alternatiles w
make the best business seridee Consultant is more than willing to help develop
and nurture this approach.

At the outset limit operations to slaughter and cut& wrap. Add other products
over time (i.e., sausage, jerky, etc.). Defer the retail stdes gutlet until the
fundamentals of the meat processing operation areestblished.

Produce a refinegroject timeline.
Notify appropriate authorities of intent to proceed (federal, state and local).
lll. Identify specific funding sources

Acquire asstance tareate a comprehensive business jpterethat includes
commitments from producers, distributors and other suppliers/veridued.
number of identified meat animals in the county available in apsadmeans
that there is sufficiergaupplyto build a business, but just barely. There is some
potential to draw animals from north Humboldt and southern Curry couflies.
alternative selected needs to be reviewed carefully with an eye to meat animal
populations.

Acquire assistance to create dpuastion plans for the desired alternative. The
plans in this document are a good place to Stmt.federal and state authorities
to review planwvery early on

Acquire assistance to prepare the &P and SSOP.he plan must be prepared by a
graduate oin FSIS recognized program.

IV. Solidify a marketing strategy

Draw upon the numerousstributionopportunities for getting the product dat
consumers

Focus on developing a solid distribution netw@kles will drive everything.
Without sales and the @ans to distribute prodydchemeat processingperation
will fail.

Consider addition of a retail sales outlet after a period of operating the processing
plant and getting distribution channels in place.
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V. Develop a relationship with federal, state archl@uthorities.
Absolutely critical for success is an-gning good relationship with regulators.
VI. Acquire themeatprocessing facility
Build from scratch and/or buy the necessary equipment.
Gain approval from all levels of inspections.
VII. Operatetie meat processing plant

Carefully monitor every detail to ensure rapid growth in learning how to operate
the meat slaughter and processing business.

In summary, Del Norte can do thigluch diligent, hard work is ahead.
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DEL NORTE MEAT PROCESSING AND RETAIL FACILITY
FEASIBILITY ASSESSME NT

FEASIBILITY STUDY PURPOSE ANDINTRODUCTION TO THE CHALLENGE

Request for Proposal Scope of Work

In this Feasibility Studyou will find a respons® the 7 areas posed for evaluation in the

Request for Proposal issulkd the Del Norte Resource Conservation District on April 26, 2010.
We address those topics and provide a thoroughsresdarched analysis and synthesis that
substantially goes beyond the original Scope of Wasksuch, it includes a comprehensive set

of guidelines and background materials as a reference to help guide the implementation efforts

The topic isquitecomplex. The Consultant recognizes the scarcity of funds for this exploring the
matter at hand, especially when other feasibility studi¢isi®imagnitude have ranged well into

the mid$200K range. Schis feasibility studydeliberatelybuilds off of the work of others,

which we attempt to fully attributédaroughout this document, as this process has been repeated
many times in the USAt alsoincludes original discovergnd workparticular to Del Norte

Theinitial 7 area®f investigationinclude:

1. Determine if a meat slaughtering, processing, packaging and market retail facility is feasible
in Del Norte County, California.

2. Provide markéng recommendations for a successful venture, includiagarching the

feasibility of grass fed beef produced locally marketed withraa t ur al beef | abel

options could include joining an existing natiowmafjanization with a natural beef label,
joining an existing regional organizatiomth a natural beef lader creating a new natural
beef label. Specific feasibilityeeds to be determined for the various levels of production
including:

a) Management requirement s tahdartiseirelfiding pasturee e t
feed mix, vaccines, antibiotic use and restrictions, age, weight, sex, cattle breeds, timing
for sale, minimum number of cattle, etc.

b) Transport requirements

c) Processing requirements

d) Marketing requirements

e) Administrative requiren@s

f) Capital investment requirements

3. Locate available sites, complete preliminary design and develop cost estimates for the
construction of a processing and retail facility. This task will include a discussion of
alternative facility designs, such as metslaughtering vs. fixed site, as well as a thorough
explanation of all health and safety requirements.
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4. Evaluate organizational possibilities for the facility, including, but not limited to, traditional
cooperative, new generation cooperative, coopeedtgal considerations, C Corporation, S
Corporation, and a limited liability company.

5. Evaluate and explain Business Plan Financials, including but not limited to,ustatsts,
operating costs, revenue projections, first year financial statemenfivangear financial
forecast. Determine how many jobs will be supported by a processing and retail facility
enterprise.

6. Provide project alternatives, including but not limited to, sale of prepared meats,
incorporating other local agricultural product:jic or por at i ng tnladketawwe k|1 y f
including products from Oregon.

7. Research and recommend sources for project implementation funding.

Feasibility Study Purpose

Feasibility studies can be useful for many situations, but they are typoaltiicted for new
businesses, major expansions and entry into new enterpresesbility studies can either be
conducted before or while writing a business plabusiness plan answers the questioi o w
will we devel op tAlfeasibilitystugdy@rewdds ab abjedtive ehiguat? o
analysis of the viability of the business idea and focuses on answering the essential question,
AShoul d we pprroocpecesde dwi pt Tine actkitests of thid stuay?ace directed

toward answering thiall-important question.

As such, the purpose of this study is to evaluate the feasibility of establishing an entity to

slaughter, process and market locally grown meat products in Del Norte county. This study
examines five areas of feasibiltyeconomics, m&ets, technical matters, financial viability and
management. Additionally, a goal of this study is to gage the interest level of produdets in

Norte County in forming a business entity to slaughter, process and market their livestock. This
scope of wak addresses ALL meat processing opportunities (i.e., cattle, lamb, goat, chicken,
turkey, rabbit, emu, etc.) but with an emphas
assess other meat potentials).

Locally raised meat products are shippatiaf Del Norte County for slaughter and processing.

This meat may or may not come back to the area for resale. There is a growing trend to grow and
sell county products locally. This trend could provide area producers the opportunity to sell their
producs to regional markets, restaurants and other area resellers, while creating jobs, adding
value to their product and reducing distribution costs. It also is an opportunity to supply the meat
needs of the locavorenovement.

! fLocal food(alsoregional foodor food patriotisn) or thelocal food movemeris a "collaborative effdrto build

more locally based, settliant food economiesone in which sustainable food production, processing, distribution,

and consumption is integrated to enhance the economic, environmental and social health of a particular place" and is
consideredo be a part of the broader sustainability movement. It is part of the concept of local purchasing and local
economies, a preference to buy locally produced goods and services. Those who prefer to eat locally
grown/produced food sometimes call themseleeavoresor localvores Bttp://en.wikipedia.org/wiki/Local food
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The study includes an evaluatioheconomic and market opportunities; what types of jobs will

be created, how many will be needed and the indirect jobs resulting from reselling locally grown
meatsCritical to the success of a small scale meat processing facility in Del Norte County is
an understanding of the supply, demand, distribution channelsgaildogistics of
marketinglivestock and poultry. Ultimately, this should lead to a more direct marketdhain

fewer intermediarigs from farmer to consumer in Del Norte County and, henceenocal
dollarscirculating in local communities.

Methodology

Use of Existing materials

We are fortunate in that 1) this has been done before and 2) there are very recent, credible, in
depth studies (including studies done in northern California). Abenmf studies and high

gual ity resources already exist, a number of
studies and white papers. These existing-petpared and researched resources can serve as a
starting point for this feasibility styd. As such, we madimenetveery ef for

wheel 0 wh er eResearchmesadirees soeshaosvie in the footnotes can be found at
http://www.jirwinconsultingcom/delnortesmallscalemeatprocessing.tims a long list!

Demand for Slaughter and Processing Sen&asey
We conducted Bemand for Slaughter and Processing Sengasey(nonrandom) in
October and November, 2010. Six different ways to respeare provided, including:

1) A Word document to print scan and/or send by email or regular mail

2) A Word form to fill in, save and email or print and send by regular mail

3) A PDF to print, fill out, scan and/or send by email or regular mail

4) A fillable PDF formto type in entries, save, print, scan and/or send in by
email or regular mail

5) An online Survey Monkey survey form

6) Paper surveys sent to over 80 addresses obtained from the Del Norte Resource
Conservation District, referrals and the Livestock Subsidy Ratb

The producer survey assessed the following:

Location
Livestock production
Time in the livestock industry
Potential and interest to raise livestock for slaughter and processing
Harvest capacity(all species)
o0 How many animals do you harvest per year?
0 How many animals do you harvest in eaem@nth period?
o How many animals could you harvest in the future with better access to a reliable
USDA- inspected facility?
Current slaughter location(s)
Miles traveled (one way)
Estimated cost per animal for slaugh(@l species)
If a new slaughter facility were to be established, what qualities would it need for you to
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choose to bring your animals there

Current meat processing location

Miles traveled (one way)

Estimated cost per animal fprocessindall species)

If a new processing facility were to be established, what qualities would it need for you

bring your animals there?

Where do you currently sell your finished meat?

What characteristics do you use to market your product?

Interest in selling whole animabr cut/wrapped

If the slaughter/processing facility were to manage the transportation of live animals from

farmto facility, would you find this helpful?

Interest in investing in a slaughter facility

e If a cooperative or other form of business entitjoohl producers was established to
slaughter/process and/or market livestock products, what functions would you want this
entity to do for your farm/ranch?

e Othercomments?
Contact information

SurveyPublicity

A well-advertised public meeting was heldatanounce the survey and to address any questions
that may have come up. Two tweolumn notices were published twice in October, 2010 in The
Del Norte Triplicate and the Curry Coastal Pilot.

We also had an above the fold front page article publishe@ ifirtplicate. In each of these, full
consultant contact information was provided.

Faceto-face meetings

A well-publicized meeting open to the public and for the purposes of kicking off the survey was

held in October, 2010 at the Del Norte Resources Comsat i on Di stri ct dés head
River. Attendance consisted mainly of DN RCD BOD and a few other interested parties.

Small scale meat processing seminar

Attended a dayong small scale meat processing seminar in Carson City, NV in September,
2010. It was sponsored by the University of Nevada and USDA. The focus was on mobile
slaughter units (MSU) and USDA Food Safety and Inspection Services (FSIS) regulations.
Restaurateurs and other purchasers of meat were presenters as well.

Field investigatio

A number of drives through the counties of Del Norte and Curry, from Klamath to Langlois,
were used to visually inspect herds. These inspections confirmed, as best as possible, the
inventory of meat animals in the two counties.

Far mer 6 s Ma,Dkl&arte, Jasaphin€ and Jagkson counties were also visited over the
course of the summer until fall, when the ceased operations.

2 Triplicate and Curry Coastal Pilot
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How to Usethe Study and Supporting Materials
For many the Executive Summary will be sufficient. For those who wish 1y diglinto the
matter, wedve supplied a wealth of informatio

Theentirestudy and all supporting resourdeppendices, white papers, etrg included on a
CD in the back othe printeddocument. You will also fid thekey research materiatsaterials
posted online abttp://www.jirwinconsulting.com/delnortesmallscalemeatprocessing.htm

Introduction to the Challenge

Across the ountry we see a dramatic decline in the numbenméll slaughter ancheat
processing facilitied This trend includes Del Norte County where there it)8dDepartmenbf
Agriculture USDA) certified slaughterhouse and processing facility.

Across the contry, demand is increasing for meat from cattle, sheep and other animals raised on
the pastures of local and regional farms and ranéhdssatisfying this burgeoning demand is no
easy task. Decades of agribusiness and ecortoenids tilted toward centiriaing animal

agriculture in industrial factory settings have holloweed the infrastructure needed to produce

and market meat close to population centers. The oy, demise of local small slaughter and
processing operations is now preventing farnaaranchers from fully satisfying rising

consumer demand for meat from sustainably rdisedtock.

250
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Figure 18 U.S. Slaughter Facilitie$ Figure 28 Red Meat Slaughterhouses by Employegs

Thisdeclire is part of a general trend in U.S. agricultiv&h slaughter and processing
operationsmore are either going out blisiness or reverting to being custom exempt
operations that are essentially restricted to proceasingals from the small niche fasnand
not putting theaneat into commercial markets. The result is that these high quality meat

3 According to a 2009 report by the consumer rights advocacy group Food & Water Watch, the afistdie and
federally inspected facilities nationwide shrank 20% from 2002 through Re@&ons for the decline vary.
Consolidation is a major factor. As of 2005, nearly 85% of U.S. beef was being processed by the four top
companied Cargill, Tyson, Swit and National Beef Packin§Slaughterhouse options shrink for small farroers
USA Today,http://www.usatoday.com/money/industries/food/2@B27-slaughtehouses27_ST_N.htnMay
2010

* USDA, Livestock Slaughter

®U.S. Census Bureau
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products are not available in most local grocoyes or restaurants. Likewise, the large, out
of-state industrial slaughterhousesexpanding. Federal policappears to have exacerbated
this expansion at the expense of local, small scale federally inspected processing.

The consolidation of U.S. agriculture, which has accelerated in recent decades, is a chain in

which food passes through a number of stepthemath from farmers to consumers;luding

livestock slaughter and meat processing. The trend toward centralized, inchestieafiood

production and processing is characterized to a great degree by firms working in clusters to
control the food systefnr om fit he gene to the supermar ket st
horizontal and vertical integration, as well as global expansion. Both types of integration have

played key roles in reducing the number of small slaughter operations.

Because verydw companies now buy livestock, many farmers and ranchers are forced to sell at
whatever low prices the agribusiness giants offeday, control of the beef market has extended

far beyond 40 percent. By 2005, Tyson, Cargill, Swift & Co. and National Bseing were

slaughtering 83.5 percent of cattl€he control of the market by four firms allows them te ex
ercise a nAndisproportionate influence on not |
quality and location of producticdf

The unpreedented level of markebnsolidation effectively eliminates free market competition

from the way that independent farmers and ranchers sell their animals. One mechanism used by
meatpackers to depress pripasd to ranchers is to buy cattle far in advaoicthe time they are

ready for slaughter. Livestogkices are reduced when packers own the livestock they slaughter

and do not need to use auctions or other open
s u p pad livestsck owned outright by packersamntrolled through contracts with farmers and
rancherd has meant lower pricessealler share of the retail dollar and shrinking livestock

markets for farmers and ranchers.

Meat from federallyinspected meat plants can be smtdoss state lines. In doast,

products from statenspeced plants have been restricted to being sold only witeistateA
rebirth of small slaughterhouses would breathe new life into small communities everywhere,
give farmers and ranchers more options for processing trstaisably raised livestock and
satisfy growing consumer demand for healthy meat products.

For just about any aspeaitfood and farming in the United Statepadtern has emerged: a
movement toward very small, specialty farms that grow for a relatsredll niche market and
with a simultaneaos potential increase for the economy of an.area

We already hear that a large number of northern California meat products travel out of state

to be processed. As s uc h Deniinglddovithtthese gronmi g h ¢
in other areas of the countiyo attempt to segregate and label Del Norte product is in effect.

What comes back to Del Norte consumers is from anywhere in the adunhbgs been said

*AConcentrati omar &flendriphsdn,dMuand Wi. Hefférnamyww.nfu.org/issues/economic
policy/, April 2007
‘lbidAiConcentrati Mar&fetAgricul tur al
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that a single pound of commercially available hargbumay contain the meat from as
many as 1,200 animal®mni v or e 6,9olad). | e mma

Evidence appears to support a hypothesis that Del Norte County jobs also are shipped out of
state along with the highuality animals.

The combination of a meat slaughng, processing, packaging and market réailities may be
feasible in Del Norte Countiobile slaughter facilities take thisodel one step further and

bring a kill floor in the form of a trailer to the farm for handling the slaugiresite. The

success of a few of these projects nationally has resulted iHestaténitiatives across the

country to explore the feasibility of such facilities, determine the level of producer interest, and
provide ameans for licensing their operation.

Del NorteCounty is at a point where an understanding of how introducing a federally certified
slaughterhouse (fixed or portable) could breathe new life into local economies, give farmers
and ranckrs more options for processing their sustainably raised livesholc&adisfy

growing consumer demand for locally grown healthy meat products.

This study seeks to understand the myriad factors of establishing a solvent and sustainable
federally certified slaughterhouse (fixed or portable) in Del Norte County and theatgis
regionallyd direct and indire@ of supply, demand, distribution channels and legal logisfics
marketing livestock and poultnplso considered is a nefiederally certified custom slaughter
and processing approach.

This is a very complex topic i many facets to comprehend before making an investment
decision. As such, the reader will find this study cewelot of territory, placing in one
document a full range of resources to assist in deemiaking.

Despite the odds stacked agathsim,some small slaughterhouses and processors are finding
ways to survive.

STAKEHOLDERS

Definition
Persongroup or organization that hadirector indirectstakein an organization because it can
affector be affected by therganization'sictions objectives andpolicies®

Key stakeholders in Busines®rganizationncludecreditors customersdirectors employees
governmen{and itsagencie} owners(shareholdens suppliers unions and thecommunity
from which the businesdrawsits resourcesAlthough stakeholding is usually selfegitimizing
(those whgudgethemselves to be stakeholders dedactoso), all stakeblders are not equal
and different stakeholders aatitledto differentconsiderations

8 http://www.businessdictionary.com/definition/stakeholder.html
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Del Norte County and Regional Stakeholders
For purposes of this feasibility study we include the following as stakeholders:

e Producersd Ranchers, farmers;H¥ and anyone growing animals for meat.
Distributors 8 Wholesalers, brokers and anyone involved with the lagistnd
distribution of meat products.

e Consumer® Retail purchasers of meat products (direct from the producer or over a
counter), farmer s mar ket s

¢ Interested Partiesd Healthy food advocates, food and nutrition advocates and anyone
that has an interest, ditear indirect, in the productigmprocessing, distribution,
preparation and consumptionragat.

CURRENT MEAT PROCESSING AND SALES STATUS

National Animal Inventories and Processing Capabilities

January 1 U.S. Beef Cow Inventory
Milion 1930-2010
5(') 2010 Inventory 31,375,900 |
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Figure 30 Beef Cows: Inventory on January 1 by

2008 U.S. Beef Cow Operations & Inventory
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Figure 56 Beef Cows: Operations and Inventory by  Figure 65 Cattle: Commercial Slaughter Number of
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Figure 40 All Cattle & Beef Cows: Number of
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® http://www.nass.usda.gov/Charts_and_Maps/Cattle/bcow.asp

10 hitp://www.nass.usda.gov/Charts_and_Maps/Cattle/acbc_ops.asp

™ http://www.nass.usda.gov/Charts_and_Maps/Cattle/bcow_ops.asp
12 http://www.nass.usda.gov/Charts_and_Maps/Livestock_Slaughtealdsh asp

RevisedMarch 7, 2011 Del Norte Meat Processing and Retail Fagikeasibility Study Page34


http://www.nass.usda.gov/Charts_and_Maps/Cattle/bcow.asp
http://www.nass.usda.gov/Charts_and_Maps/Cattle/acbc_ops.asp
http://www.nass.usda.gov/Charts_and_Maps/Cattle/bcow_ops.asp
http://www.nass.usda.gov/Charts_and_Maps/Livestock_Slaughter/caheadx1.asp

US. Menthly Comm ercial Slaughter
Average Live Weight
Cattle

Faunds

11

1

1380

12560

N

1

dan kb Mar B My lun Ju Mg Sep Ot Mv D

=003 il
USDANASS

10-22-2010

Pounds

4]
B0
L]
L]
i
L]
m

U.S. Monthly Federally Inspected
Average Dressed Weight
Cattle

M

b M Apr My dun Jul Aug

dan ¥p Ot My D

4008 =010
USDANASS

10-23-2010
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13 http://www.nass.usda.gov/Charts

and_Maps/Livestock_Slaughter/calvwgx5.asp

1 http://www.nass.usda.gov/Charts

and_Maps/Livestock_Slaughter/cadrwgx7.asp

15 http://www.nass.usda.gov/Charts

and_Maps/Livestock_Slaughter/stdrwgx9.asp

18 http://www.nass.usda.gov/Charts

17 http://www.nass.usda.gov/Charts

and_Maps/Livestock Slaughter/hrdrwg10.asp
and_Maps/Livestock Slaughter/rdmtprod.asp
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National Meat Processing_ocations™®

FSIS is making available six mafrgext pages)two for cattle (all adult market classes of cattle

and heavy calves); two for swine (all market classes); and two for young chickens. Map A for
each species shows the déas of small producers for every county in the United States: the
darker the shade of blue, the greater the number of producers in that county. The producers
enumerated are small, with an approximate annual income of $250,000 or less. Overlaid in Map
A are the locations of smallaughter establishments for the species in queStion.

Map B for each species again shows the locations of small slaughter establishments, but shades
only the counties where both (1) the number of small producers is equalreatarghan the
approximate median for that species, per county, and (2) there is no slaughter establishment.
Thus, the crearaolored areas on Map B for each species indicate counties that either have a
number of producers lower than the national medidrave a slaughter establishment for the
species in question. In short, Map B shows counties with relatively large concentrations of small
producers of a species, but no slaughter establishment.

In all of the maps, the following types of slaughter faetitarenot shown:

o facilities that conduct only custom slaughter operations;

o facilities that slaughter only species not subject to mandatory inspection under the
Federal Meat Inspection Act or the Poultry Products Inspection Act (PPIA); and

o facilities that slaughter poultry only under one of the exemptions in the PPIA.

Hogs and Pigs
(Map A) %

Small Slaughter Small Farms

blishments 0-3

=g T {2l
& \‘q
- |
kY Small Slaughter  small Farms
: i 0-3
%‘ @ 4=g W193-A00

&
W © Federal - 556 musq-113 EM401 - 950

A 0 Wm22-43
® O State - 656 014192 EEOS4 - 2,404 .'-s. ‘ ® Federal - 535 a;:?| 44 - 89
. ) o State - 679 MNi2-21 mW90-188

Map 16 U.S. Small gl;;:ghter Establishments: Map 26 U.S. Small Slaughter Establishments: Hogs

and Pigs

18 Slaughter Establishment AvailabilityUpdated Maps,

http://www.fsis.usda.gov/PDF/Slaughter_Estaladdl 080910.pdAugust 9, 2010

“The establishments shown are all either fAsmall o or
ASmal |l 6 sl aughter establishments have between 10 and
fewerthan 10 employees or less than $2.5 million in annual sales. For some establishments without specific size
data, we have assumed they are small or very small. ibid, Slaughter Establishment Avdilbipiigted Maps
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Counties with no small cattle slaughter facility
and 143 or more small cattle farms (Map B)

Cattle
Small Farms Small Slaughter
143-235 Eqablishments =
Small Slaughter  Small Farms B 236 - 356 %o P
7 0-3 o33 B 359-s2s @ Federal- 356 NOTE: Alaska and Hawai aa o shown &
- pES o feder-94 U7 pmyes W sora O Saeoos e
) o State-27  mmi3-21 mmi21-134 B 780-1268 . . = )
Map 38 U.S. Small Slaughter Establishments: Map 43 U.S. Counties with No Small Slaughter
Chickens Facility: Cattle
Counties with no small slaughter facility Counties with no small chicken slaughter facility
and 11 or more small hog and pig farms (Map B) : - and 4 or more small chicken farms (Map B) Pl

’ V ® ud‘ ‘ 4 \ 3 I
; v‘ g ® o ' ‘, bLh
of 3
[\ Lot o (gt : 9,
- r
Hogs and Pigs Chickens
Small Farms Small Farms

Small Slaughter Small Slaughter

— ;: : zz Establishments — '; g ?6 Establishments
I 39-58 @ Federal - 535 and no aughter facilities, . 7 - 30 ®, federal=33> .NO‘IE: Hawaii County, Hawaii and Anchorage
oo O Swe 67 st e 123 ERCEEEE e o T ot s i
. 09 - 188 farms and no small hog slaughter facility. 2134
Map 58 U.S. Counties with No Small Slaughter Map 68 U.S. Counties with No Small Slaughter
Facility: Hogs and Pigs Facility: Chicken

Regional Animal Inventories
Del Norte County Crop Report

Sheep,
Year Cattle | Calves| Lambs
2008| 11,450/ 3,510 290

2009 8,750/ 2,720 310
Figure 128 Del Norte County Crop Report®

There appears to be a notable decline in Cattle and Calves production from 2008 to 2009.
Sheep and Lambs increased in the same period.

20 Del Norte County Crop ReporKenneh R. Smith, Agricultural Commissioner, August 2010
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The following tables showin%animal inventories are sourced frord8i2A National

Agricultural Statistics Serge.

numbers.

Note the discrepancy between the federal and county inventory

A drive through Del Norte County in the fall to visually count cattle suggest the real number of
cattle is somewhere between the reported inventories. Further muddying therywembbers
are responses from producers on a couple of occasions. When asked how many cattle they held,
the number varied each time they were asked.

So we dondét really know exactly howMMowenemy
for purposs of this study, we will use the federal numbers in calculagoss t hey see
enougho for this | evel of assessment
Federal Animal Inventories
Del Norte County, California
Yeal| Cattle All |[Beef Cow|Milk Cows
2003 7,000 heal1,500 hea
2004 6,000headl,000 hea
2003 10,000 hea
2004 10,000 hea
2004 11,000 heg1,000 hea(3,000 hea
200¢ 12,000 heg1,000 hea
2007 14,000 heg1,000 hea
200¢ 14,000 heg1,000 hea(3,900 heal
2009 14,000 hea
201( 17,000 heg1,000 hea
Table 16 Del Norte County, California, Cattle and Calves
No Del Norte County data for chickens, goats, hogs & pigs or sheep
know this not to be true based on student sales at the fair.
Humboldt County, California
Year| Cattle All BeefCows | Milk Cows
2001 71,000 heg 21,000 heg 16,800 heag
2002 70,000 heg 22,000 heg 16,700 heg
2003 63,000 heg 22,000 heg 17,000 heg
2004 60,000 heg 22,000 heg 16,000 heg
2005 62,000 heg 20,000 heg 16,100 heg
2006 55,000 heg 20,000 heg 16,200 hed
2007 54,000 heg 20,000 heg 14,200 heag
2008 57,000 heg 17,000 heg 14,400 heag
2009 54,000 hea 14,900 heg
2010 52,000 heg 16,000 heg 15,100 heg
Table 26 Humboldt County, California, Cattle and Calves
No Humimldt County data for chickens, goats, hogs & pigs or sheep.
2 hitp://www.nass.usda.gov/QuickStats/PullData_US_CNTY.jsp
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Siskiyou County, California

Year Cattle All Beef Cows | Milk Cows
2001 67,000 heg 34,000 hea 1,700 hea
2002 63,000 heg 31,000 hea 1,900 hea
2003 65,000 heg 35,000 hea 1,500 hea|
2004 62,000 heal] 34,000 hea 1,500 hea|
2005 64,000 heg 33,000 hea 1,600 hea|
2006 60,000 heg 33,000 hea 1,500 hea|
2007 58,000 heg 34,000 hea 1,400 hea|
2008 56,000 heg 30,000 hea 900 hea
2009 53,000 heg 32,000 hea 700 hea
2010 53,000 heg 30000 hea| 600 hea

Table 36 Siskiyou County, California, Cattle and Calves

No Siskiyou County data for chickens, goats, hogs & pigs or sheep.

Curry County, Oregon

Yeal| Cattle All |Beef Cow: Yeat|All Sheep and Lamb
200( 9,800 hea 200( 16,000 heg
2007 10,000 hes 2001 20,000 hea
2002 10,000 heg| 4,500 hea 2002 21,000 hea
2004 6,000 heal 3,100 hea 2003 17,500 heg
2004 7,300 heal 3,600 hea| 2004 13,000 heg
200% 7,600 hea| 4,600 hea 200" 14,500 heq
200€¢| 7,500 heal 4,700 hea| 2006 12,000 hed|
2007 6,000 heal 4,000 hea 2007 12,000 heg
200§ 8,000 heal 5,000 hea 2008 16,400 heg
2009 7,300 heal 4,900 hea 200¢ 16,000 heg
201( 9,000 heal 5,300 hea| 201( 20,000 hea

Table 48 Curry County, Oregon, Cattle and Calves
No data listed for chickens, goats or hogs & pigs.

Table 58 Curry County, Oregon, Sheep
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Coos County, Oregon

Yeal

Cattle All

Beef Cows

Milk Cows

200(

20,000 hea

12,000 hesa

5,000 hea

2001

19,000heac

10,000 hea

2,800 hea

200z

19,000 hea

10,500 hea

2,900 hea

2002

19,000 hea

8,000 hea

2,600 heal

2004

19,600 hea

10,000 hea

2,400 hea

2008

20,200 hea

9,000 hea

2,900 heal

200¢

20,000 hea

9,000 hea

3,200 hea

2007

18,000 hea

8,500 lead

3,500 hea

200¢

20,000 hea

10,000 hea

2,900 hea

200¢

20,000 hea

9,000 hea

201C

17,700 hea

9,000 he

3,000 hea

Table 66 Coos County, Oregon, Cattle and Calves
No data listed for chickens, goats or for hogs & pigs

Douglas County, Oregon

Yea

Cattle All

Beef Cows

200(

54,300 hea

26,000 hes

2001

54,000 hea

20,000 hes

2002

53,000 hea

18,000 hed

2003

51,500 hea

20,600 hea

2004

49,000 hes

18,000 hed

2004

50,000 heza

20,600 hea

2006

48,000 hes

20,000 hea

2007

41,000 hes

17,400 hea

2008

49,000 hes

21,000 hed

2009

47,000 hea

20,600 hea

201(

50,500 hea

21,000 hed

Table 98 Douglas County, Oregon,

Table 80 Douglas County, Oregon,
Cattle and Calves
No data for chickens or goats.

Yea|All Sheep and Lamb
200( 12,000 hedq
2001 17,000 heg
2002 16,500 heg
2003 13,000 heq
2004 10,000 heq
2005 10,000 heq
2006 10,400 heg
2007 7,000 hea
200§ 9,500 hea
2009 9,700 hea
201( 10,000 heq

Table 76 Coos Gunty, Oregon, Sheep

Yea

Hogs All

2001

1,000 hea

200z

900 hea

2007

1,200 heal

2004

1,200 hea

200%

1,100 hea

200¢

500 hea

Hogs and Pigs

Student Animals Sold and Processed Thraba@010 Faf?

Rabbuts. 4, 5%

Goats, 2, 2%

Turkeys. 2

Yeall All Sheep and Lamb)
200( 28,500 heg
2001 29,000 heg
200z 30,000 feac
2005 34,500 hesd
2004 34,400 hea
200¢ 34,200 heg
200¢ 30,000 heg
2007 30,000 heg
200¢ 26,600 heg
200¢ 27,500 heg
201( 27,000 hesd
Table 100 Douglas County,
Oregon, Sheep

Figure 130 Student Animals Sold/Processed at 2010 Fair

22 Janet Jones, Del Norte County Fairgrounds, November 2010
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They are hoping for more cattle next year but that remains to beGeemfluencing factor

may be anew requirement for insurance for each animal thdtowihe in at around $40 eath.

It remains to be seen what impact this may have (it pushes up the entry costs could result in a
price per pound that exceeds market ratasiny event the animals are processed by Redwood
Meats.

Stationary Meat ProcessingCapabilities in or Near Del Norte County
Currently, there is no FSIS certified meat processing capability in Del Norte County.
Producers use one of the following stationary facilities:

B & D Meats * Bartels Packing *

5357 North Umpqua Hwy. 88091 Central Rd
Roseburg, OR 97470 Eugene, OR 97402

(541) 6736323 (541) 9323839
Cartwrightos ** Mohawk Valley Meats *
825 Union Avenue 91167 Marcola RD

Grants Pass, Oregon Springfield, OR 97478
(541) 4790321 (541) 744411

Redwood Meat$ Tayl ords Sausage **
2440 MyrtleAvenue P.O. Box 188

Eureka Eureka, CA955013499 525 Watkins Street

(707) 4423797 Cave Junction, OR 97523

(541) 5924189

* = FSIS Certified*
** = M eat products manufacturing

Figure 146 Redwood Meats

Note that the Redwood Meats facility is surrounded by some land but predominantly in a
mixed residential/commercial area.

% Helen Fergaon, November 2010
24 hitp://www.extension.org/mediawiki/files/9/99/0Oregon_USDA_slaughter_plants.pdf
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Custom Mobile Slaughter in or Near Del Norte
The likelihood is veriow that any of these would travel to Del Norte. However, these are
roughly speaki ng Rdnaofthekeeare federally ledstited.h o od . ©

4 STAR MEAT COMPANY INC
90362 Prairie Road

Eugene, OR 97402
(541)6891350

ALPINE MEAT CO INC
1313 SwSpruce Street
Grants Pass, OR 97528
(541)4766838

Figure 168 Alpine Custom Butchering

BERT'S CUSTOM BUTCHERING
Eagle Point, OR 97524
(541) 5316592

BUSSMANN MOBILE SLAUGHTER
Bandon, OR 97411
(541) 5672011

BUTCHER SHOP

1532 South Shasta Avenue
Eagle Point, OR 97524
(541) 8303369

Figure 188 The Butcher Shop

CHUCKY'S IN HOLLEY-WOODS
25057 Springer Road
Sweet Home, OR 97386
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(541) 367-8867

CUSTOM MEAT CO
2355 West 7th Place
Eugene, OR 97402

(541)3454213

DON'S MOBILE SLAUGHTERING
Roseburg, OR 97470
(541 672-1004

MEAT CUTTING ROOM
Coquille, OR 97423

OAKLAND LOCKERS
133 E 4th Ave
Oakland, OR 97462
(541)4592722

SHOE'S MOBIL SLAUGHTER &
PROCESSING LLC
Eugene, OR 97405

Regional Rendering Facilities
Each year in the US, 286 rendering plants quietly dispose of more than 12.5 million tons of dead
animals, fat and meat wasfgs.

Rendering establishments andlection centers are exempt from inspection by the United States
Department of Agriculture (USDA) but require inspection in Califoffiia.

Per an Oregon Publish Broadcasting news article, Oregon no longer has any rendering plants and
about 100 cows per weeke going to landfill$’ However, according to a search of the Oregon
Animal Health and Identification Licenses data base, there are three licensed facilities in

Oregon®®

®AA Look Inside a Rendering Plant,o Gar Smith,
http://www.felineinstincts.com/successStories/closerlookatarenderingplant.html

2 hitp://www.cdfa.ca.gov/ahfss/pdfs/legislation/Rendering_Notice.pdf

’Rendering Crisis Hit sKriandqgdervendi,iOvegosianpc k | ndustry, o
http://news.op.org/article/3323enderingcrisis-hits-oregonlivestockindustry, October 21, 2008, Portland, OR

28 http://oda.state.or.us/dbs/licenses/hitlist.lassop&bw&mail _state=or&p=bw&lic _type=48&

op=gte&lic_expire date=11/15/20168p=eq&Lic status 1=A&p=bw& -division=ahid&sortfield=mail name&
sortorder=ascending&naxrecords=58&skiprecords=0
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Denley Inc Omega Farms Rest Assured Pet

21190 SW OregoSBtreet Noti, OR 97461 Crematorium, LLC
SherwoodOR 9714067932 (541)9351588 Springfield, OR97477
(503)6256616 Horse burial (541) 7460244
Denleyinc.com Private and communal
Portland-Vancouver, ORNVA cremation for pets up to 300
Metro Area Ibs.

Northern California also has a very limited number of rendering plants.

North State Rendering of Chico, Californic Sacramento Rendering Company

15 Shippee Road 11350 Kiefer Boulevard
Oroville, CA 959659297 Mather, CA. 95830
(530) 3436076 1-800-339-6493

North State has a Del Norte presence in Crescent City and provides offal pick up in the area @
$75/1,000 Ibs., hides at $P® each. For animals over 30 months brainssgiral cords must
not be included and will need to go to a landfill.

Current Processors, Distribution Channels and Transportation

Producers

Currentlyconventional, graséed and organic beef are all under productmnganic representing

the least numbeof cattle, the remainder as grdsd, natural and conventional be€here

approximately are 1,000 cattle targeted for beef in Del Norte with what lookg&repsa

dozen largescale producensith up to 70 agricultural entrepreneurs in the coumby,all of

which are involved in meat productiodanyof t he count yés producers &
their friends, family or themselves.

Processors
Redwood Meats, located in Eureka, CA, is a USDA certified meat processor. They currently
process apximately 26- head of beef per week.

All other processing in the area is not federally certified. There is no custom slaughter operation
in Del Norte. Custom sl aughter on the owner 6s
the county.

Distributors/brokers

Currently, meats processed under federal certification are handled by entities substantially
removed from the region. Del Norte meat is often combined with meat from other areas. As
such, Del Norte meat is distributed through any number of ewtliglhout reference to its origin.

Retailers
None of the county retailers sell Del Norte meats. Without federal certification, this would be
illegal.

% North State Rendering of Chico, Rick Moore, 707.465.6634, March 4, 2011
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Retail meat sales do occur directly between the producers and customers. The total volume of
these saleis unknown. Anecdotal information suggests this could be a sustainable business in
Del Norte.

Transportation
For processing at a Redwood Meats or for sales through the Fortuna Auction Yard, producers

largely provide their own transport. For those prodsitieat sell their meat a more distant
locations, they provide their own transport or use the services of a commercial transport
business.

MARKET ASSESSMENT

County Economic Profile®

Del Norte County residents have personal overall income of $750,128evitapita personal
income of $25,98CEarnings by place of work aet $456,85%r 61% of all income in the
county.Retirement income accounts for a total of $187,708 or 25% of all income in the county.

The number of proprietors 58020r 10% of the ppulation. The total umber of farm
proprietordgs 70, 3% of proprietors and .2% of the population.

Type of workers*

Private wage or salar$4%
Government35%

Selfemployed, not incorporated0%
Unpaid family work:1%

Races in Del Norte County alifornia:

White NontHispanic(70.1%)
Hispanic(13.9%)

American Indiarn(9.1%)
Black (4.3%)

Two or more race@.1%)
Other racg3.9%)

Other Asian(1.5%)

(Total can be greater than 100% because Hispanics could be counted in other races)

Median reglent age: 36.4 years
California median age: 33.3 years
Males: 15,186 (55.2%)

Females: 12,321 (44.8%)

30 CA30 Regional economic profiles, Del Norte, CA, Regional Economic Information SystempRirEéaonomic
Analysis http://www.bea.gov/regional/reis/action.cfipril 2010
31 City Data,http://www.city-data.com/countpel_Norte CountyCA.html
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The20062016fastest growing occupation idel Norte, Humboldt, Lake, and Mendocino
Countiesis Correctional Officers and JailetSHere are the tof0 fastest growing occupations:

0.

1. Correctional Officers and Jailers

2. Elementary School Teachers, Except Special Education
3. Probation Officers and Correctional Treatment Specialists
4. Retail Salespersons

5.
6
7
8
9
1

Forest and Conservation Workers

. Middle School Teacher Except Special and Vocational Education
. Bus Drivers, School
. Farm, Ranch, and Other Agricultural Managers

Police and Sheriff's Patrol Officers
Home Health Aides

The top 5(astest growingyccupations listed do not include meat cutters or butchers.

The 20062016 occupations with the most jopemings® makeno reference to meat cutters or
butchers. Here are the top 10:

0.

1. Cashiers

2. Retail Salespersons

3. Waiters and Waitresses

4. Personal and Home Care Aides
5.
6
7
8
9
1

Farmworkers and Laborers, Crop, Nursery, ange@Ghouse

. Combined Food Preparation and Serving Workers, Including Fast Food
. Counter Attendants, Cafeteria, Food Concession, and Coffee Shop
. Elementary School Teachers, Except Special Education

Office Clerks, General
Teacher Assistants

Unemployment&mains high:

Del NorteUnemployment Rate| 13.8%
CA 12.7%
U.S. 9.8%
Table 116 Unemployment Rate: January 2011

Niche Meat Market Demand Study
A very recennorthern CalifornigMendocino Countyhiche meat market demand study
provides us with pertinent data withrectapplicability to the Del Norte feasibility stud.

3220062016 Fastest Growing OccupatiorBel Norte, Humboldt, Lake, and Mendocino Counties
http://www.calmis.ca.gov/file/occproj/norcoastoccfastest.xl

%320062016 Occupations with the Most Job OpeninBel Norte, Humboldt, Lake, and Mendocino Counties
http://www.calmis.ca.gov/file/occproj/norcoastoccmost.xls
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e Demand for niche meats is growing rapidly in the U.S. In 2006, sales of rextdratganic
beef in grocery stores increased over the previous year by 28distbanvalue and 24.5%
in pound value. Thretourths oftherespondentexpected their niche meat volumes to
increase over the next year and also dremext three years.

e Consumer demand for niche meats is often motivated by beliefs that natural and organic
meats are fresher, habetter nutritional value and tasteng-term health benefits than
conventional meats and that the animals are healthidvedtet treated than conventional

livestock.

e The most popular red meats are beef, pork and lamb. The masapojeche categories are
naturallyraised (no hormones or antibiotics administedadngt he ani mal 6s | i f e
referred to as-fedjanédlocalr / ever 0), grass

e Price premiums for niche meats (over conventional) depend on thecheattribue,
brand and shifts in conventional pricing. Premiums e8@% werecommon, though
certified organic meats were typically much higher.
e Across all three market sectors, fresh meats are preferred over frozen. Purchases of
whole carcasses are usually limitechogs and lambs; beef carcasses were typically
considered too large to handldhuse. Restaurantsstitutional Food Service
Providers [FSP9 and distributors are more willing to work wiseasonally available
meats than are retailers.
e More than hdl(59%) of the restaurant/IFSP respondents said thatdngicuts were the
most popular, while the rest use more burger and lower end cliisafeed dishes. Nearly
half of the retailers sell mostly middle meats. Mdistributors found a market for
evelything and grind any extra end meat.
e Respondents were asked to rate the importance of various attributes, orranggatefrom
1 to 5, with 5 meaning fAv averpgeiraing @O)tfalonwed 0 T a:
by Ano hor mon®3/ aimtiobssiozset/esshba pcetidt (4. 0) , A hea
and fihuma n e l3Despiteithdaetdhat théyaare frequently mentioned, the least
important attributes were gragsd (2.7) and certified organic (2.6); grafesl is not
satisfactoryto the typical U.Sconsumer palate in terms of taste and texture, and organic is
not differentenoughr om ot her niche meats to justify i
farmedpeasdnal connection with prod3dbrer o ha
e Less than half of respondents are interested in three youngefaptdssef products
vitello, vitellone, and manzb which are listed in order of declining popularity; restaurants
were the most interested.
e The most common challenge withrphasing local meats was voludhé@avingenough and
having it regularly available. Theext most common challengewaggual i t y, 0 i ncl u
taste, texture, size of cuts, fat content and variability anmafigidual cuts.

¥AMeat yl nQaupsaci ty and Feasibility Study ofMHardestyeS.North Co
Harper, Y. Kusunose, M. Doran, S. Larson, T. Becchettingtam, L. Gwin, and E. Wright)niversity of

California Cooperative Extension Mendocino Coutitpjversity of California Davis Department of Agricultural

and Resource Economics, Mendocino Economic Development and Financing Corporation, Award No. 07 79 05983,

U. S. Department of Commerce Economic Development Administtation

http://cemendocino.ucdavis.edu/files/44389.p2009

®Although commonly used, there is no coffimomalu,ndearsd andi
Afcertified humane. 0
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e The majority of respondents identify their niche meat suppliers in some way to their
customers.

e Based on the average volusngf niche beef bought and sold by distributors in this study, we
estimate that ten such distributors would account for more than 14 million pounds of niche
beefper year.

e A broad range of niche meat offerimgs, i ncl
locally produced attributes, and with pork and lamb in the species ndiesiible. There is
also considerable demand among retailers for koshgpracdssed niche meats.

Current and Potential Markets
MeatProductSales
Today there are only two ldghate ways to sell your cut and wrapped livestock:

1. Direct sales to consumers by produde@®wners of animals may have them slaughtered, cut,
wrapped and then returned to them. The producer (i.e., animal owner or family member) then
sells the product dirdy to a consumer. No federal certification is necessary for this
approach. Itis illegal to sell the finished product through any retail or wholesale outlet.

2. Sales to processors that then turn around and sell to their distributors. Only federalgdcertifi
product can be sold through these outlets.

Del Norte branded meat products
Today there is no identifiable Del Norte County branded meat prothistcould be a good
opportunity to ensure a unique product in the market.

CompetitionCurrentMeat Purchsing Outlets

Competitionfor meatsalesn Del Norte would principally be from existing suppliers, mostly
supermarkets. An understanding of local economics and demographic will help identify
strategies for retail sales.

The more significant meat sales letg consist of:

¢ Direct sales from producers (ranchers e Retail outlets (e.g., Safeway, Rays)
to customerps e Internet sales
e Farmersodé mar ket s ¢ Humboldt County natural food market
Eureka and Arcata

There is also competition for processingamalgru ct i on s er vStatiom@ayMeatst ed u |
Processing Capabilities in or Near Del Norte Coantya nd fiCust om Molearl e S| a
Del Norted . Bussmands (near Bandon) is underway wi
certified processor. hButcher Shop in Eagle Point, OR is purchasing an MSU with the intent

to travel to the coast. With this MSU they could accommodate FSIS certified production or

custom.

Consumer preferences and factors influencing the purchase of meat
The most recent natnal data suggest that while local food consumers are demographically
diverse, they are very similar in their motivationslfaying local. The majority of respondents
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to a national study cited freshng€82 percent), support for the local economy (75 @et)c and
knowing the source of the product (58 percent) as reasons for buying local food at direct markets
or in conventional grocery storgs.

Two national studies found that consumers with varying educational and income levels were
equally likely to puchase local food, while other studies have found local food patrons to be

more educated and earning ab@awerage income. Consumers who enjoy cooking, growing a

food garden, frequenting health food stores and purchasing organic food were more likely to buy
local food. On the other hand, environmental and heeltdted attitudes and behaviors, while

well received among local foasbnsumers, were not important factors affecting actual food
purchases. Thoseho frequented direct markets purchased local fémdtheir quality and

freshness. Not surprisingly, those who placed a greater emphasis on supporting local businesses
and producers, or who preferred to purchase fresh rather than processed produce, were more
likely to shop at direct marke?s.

The Economi Research Service (ERS) of the USDA provides research data from its Sfudies.

U.S. per caplta disappearance of fresh, chllled, frozen,
and processed beef, pork, and chicken, selected years

Year Beef Pork Chicken
Pounds, retail
weight equivalent
1960 66.4 56.3 28.0
1965 747 515 334
1970 84.4 55.4 40.1
1975 88.5 429 38.7
1980 76.4 56.8 47.4
1985 79.0 515 52.5
1990 67.5 49.4 60.6
1995 66.1 515 68.9
1996 66.4 481 69.7
1997 67.0 47.6 71.4
1998 65.5 51.3 71.9
1999 67.3 52.5 76.4
2000 67.5 50.8 774
2001 66.0 50.0 77.0
2002 67.5 51.3 81.0
2003 64.9 51.7 82.0
2004 66.1 51.3 84.3

Note: If retail weight equivalent is converted to boneless weight, beef consumption would be
63.5 pounds per capita in 2004, pork consumption 48.2 pounds, and chicken consumption
about 59 pounds. For all meats, retail products are being sold with less bone and closer trim.

Table 120 U.S. Per Capita Disappearance of Beef, Pork and Chicken

®lbid,AiLocal Food Syl sntpeansst:s,Coamcde pitsss,ue s 0

*lbid,AiLocal Food Systems: Concept s, |l mpacts, and | ssueso
BHFactors Affecting,U.0%.t | Bo&f Re&pmngummMNoi.of LDPM13502,
http://www.ers.usda.gov/Blications/LDP/Oct05/LDPM135020ctober 2005
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Figure 196 U.S. Per Capita Disappearance of Beef, Pork @nChicken

¢ Although the trend has been for consumers to eat more of their meals away from
home, this study shows that most of the beef eaten by consumers was purchased
at retail stores and consumed at home. Ground beef is the noticeable exception.

¢ Blacks lad the highest beef consumption per capita (77 pounds) of all races,
followed by Hispanics (68 pounds), Whites (65 pounds), and Other races
(including Asians) (62 pounds). As the Hispanic population continues to grow at a
faster rate than the rates of ate¢hnic groups, total beef consumption by
Hispanics is expected to exceed that of-Riaspanic Blacks.

¢ A relatively higher share of ground beef per capita was eaten away from home by
Blacks than by other racial/ethnic groups.

e Consumers in the Midwest adéleast 7 pounds more beef per capita than did
beef consumers in other regions, while consumers in rural areas ate at least 9
pounds more beef per capita than did consumers in urban or suburban areas.

e Low-income consumers ate more beef, mainly grounddregprocessed beef,
than did middleor highrincome consumers. As eating out rises with income,
highrincome consumers have eaten relatively more beef away from home than
have middle or low-income consumers.

e On average, annual consumption of beef by mabs38 pounds more than for
females. Per capita beef consumption was highest for males a§ésagd
females ages 129. However, after age 39 for males and 19 for females, per
capita beef consumption began to decline.

e Trends in beef consumption will sbnue to change relative to prices of other
meats, health concerns, and changes in the composition of products offered,
among the many factors that affect consumption and production.

¢ Per capita beef consumption is expected to fall over the next two dexstiee
populagié)n agedMore than one study shows that per capita beef consumption is
falling.

Analysis shows that projected income growth overshadows projected shifts in demographic
characteristics, such as age, race, and region, as an influermda@xpenditures. Consumers

35 An Anal ysis on Agricultural Mar ket Behavioro, A Diss

Graduate Studies of Texas A&M University in partial fulfillment of the requirements for the dedbeetof of
Philosophy Approved by: Chair of Committee, David A. Bessler, Committee Members, David J. Leatham, Gabriel
Power, Samiran Sinha , Head of Department, John P. Nichols, August 2010
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will spend extra discretionary income on quality and convenience, rather than quantity. Income
growth is also likely to result in some shifts in per capita quantities consumed. Higher incomes,
all other variables held constaatg likely to boost the consumption of fruits and vegetables
(except potatoes), cheese and yogurt, and fish, while lowering the consumption of pork, beef,
other meat, and eggs.

The Agricultural MarketindResource Center sites low profitability in thengentional beef

industry coupled with changestnons umer t astes and preferences
in the niche natural and orgame=at markets. Further they state increased demand for natural

and organic foods, produicinovation, competitin, recent changes in USDA to more robust,

guality certification programsnd the beef hormone dispute as positive drivers of change for the

natural and organic begfdustries. Add to this the more recent, growing concern that our foods

be produced closéo home, as advocated by writers such as Michael Polldrhire Omni vor e 0 s
Dilemma and theprevailing market trends shap@ quite favorably foDel Nortegrassfed

natural and organibeef.

The meat market manager/buyer can be resistant to takingem m@at product for fear it will
further complicate his life, requiring too much customer education. Providing gooebpaiale
(POS) materials that provide ssirvice information for the consumer is a wonderful means of
addressing this concern and ragars said might help persuade them to take on a viable new
product.

Meat managers would prefer a more local product becaus#-cauntry products areariable,
can too often have ashortsheli f e, and their customersdé disf a\
growingd the milesto market issue once again.

On average, prices for grafesl, natural ground beef ranged from 28 percent to 46 peabent
prices for conventional beef. In Whole Food stores it was as much as 54 percent higher.

To warranta premiumpie per pound, Anatural 0 beef must b
consistently, and also must have a good shelf life.

Consumers still do not entirely unfdbeest and th
Education for both the buyer and consimegarding these benefits, througtstare

demonstrations and POS materials, again, would be very useful to developing a customer base

for a new product.

The majority) 60 percerd had purchased gra$sd, natural beef before; and those who haijl
did not in large part only because either it was not available or they were not aware of the
product. Price, taste or quality was not the reason.

The vast majority of respondents rated gifesk natural beef as superior to or at least etpual
conventional bef in all attributes associated with taste, including color, tenderness, flavor and
juiciness. The most important characteristic for these consumers was flavor with 86.7 percent

“0%America's Changing Appetite: Food Consumption and Spending2@Z-oodReview, Vol. 25, Issue 1
http://www.ers.usda.gov/publications/FoodReview/May2002/frvol25ila.pdf
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preferringgras$ ed, natur al beef os f | avasgoodhasd anot her
conventional beéf a combined favorable rating of 92.3 percent!

When askdabout how important or not the health benefits of gfed$eef is to them, these
consumers resoundingly rated the increased health benefits of naturafedrbestt o0 be fAvery
i mportanto to them.

When askdhow important or not the environmentally sound and humane production methods
inherent to a grasied, natural beef product were to these consumers, they once againthacross
board of issues, rated theseissues be fAvery i mportanto to them.

When askdhow important that such a beef productielaocal 6 product, 83 |
as Ai mpor tiamptoor ttaon tAov.er y

When asked if fAlocal o inCaluidedr pir@aduicnh st lwe it
perceyt st ated fYes.DelNortepralucéroad ieisdicates thdt a product

~

fromourar ea woul d be perceived®*as Al ocal o by a

Impacts ofFood Miles(Life Cycle Assessmen}s

Life cycle assessment (LCA) is a tool that can lelue evaluate the environmental load of a
product, process, or activity throughout its life cycle. Agricultural production is the hotspot in the
life cycle of food products and LCA can assist to identify more sustainable offtions.

Life cycle assessment
framework
s0al an
Goaland | o
scope -—
defimition v Product
‘ 4
I [
o nlerpretation
Inventory + Interpretation || |

Direct applications

Life cycle assessmerg a powerful framework

for economic, social, and environmental cos ‘IT
.. . G ers and political

pricing of consumer goods and serviéés. ' g

Empact —
assessment

Figure 208 Life Cycle Assessment Framework

Virtually all natural resources consumed and pollution generated frolifetiegcle of goods and
services can ultimately be traced to individuals and households through final d&espite

41ThissegmentreliescﬁnF easibility ofryw INmtdumbolMetatCoduwmtuywad,
http://co.humboldt.ca.us/planning/econdev/documents/natmeatreport ,G-epdfary 28, 2007
5A review of Iife cycfleod spresdsumetngso,( LCA) on some

http://www.sciencedirect.com/science? ob=ArticleURL& udi=B6A8&TGRRK

1& user=10& coverDate=01%2F31%2F2009& rdoc=1& fmt=high& orig=search& originds&asort=d& do
canchor=&view=c& searchStrld=1645923802& rerunOrigin=google& acct=C000050221& version=1& urlVersi

on=0& userid=10&md5=a46595c5f619dff821e10aea90485ca5&searchtypéeaen2008

3% Co n s-oriemted Life Cycle Assessment of Food, GoodsandSeesve 6, Jones, Kammen and M
University of Californi® Berkeley,http://escholarship.org/uc/item/55b3rlgjmarch 2008

“ALife Cycle Assessment of Farming Systemso,
http://www.eoearth.org/article/Life_cycle assessment of farming_systems
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this reality, it is surprising that few environmental policies and market mechanisms are directed
towards consumer behavior, particulasigice individuals are often willing to pay for
environmental impacts related to their consumption.

Part of the problem has been that environmental information on the life cycle of consumer goods,
food, and services is not readily available to consumegspile increasing demand for such
information, only a small fraction of consumer products have been evaluated on a life cycle
basis. The sheer number of products and services in the global economy presents time and
resource challenges to providing usefavieonmental information to consumers and producers.

A more comprehensive system of environment accounting across the full spectrum of consumer
products would help to foster a more sustainable economy by

1) helping consumers to understand the environménfzdcts related to their
choices,

2) enabling the creation of a pricing system that sends more appropriate signals to
consumers,

3) providing an incentive to companies to differentiate their products by measuring
and reducing environmental impacts from tiseipply chains, and

4) generating financial resources to mitigate environmental damage (e.g., via carbon
credits) or to pay for environmental cleap and healtirelated costs.

By linking information and price incentives across systems of supply and denmaot
efficient and sustainable resource system may begin to emerge that explicitly recognizes the
connections between production, consumer behavior and environmental change.

A sample of greenhouse gas (GHG) emissions from the life cycle of a rangelsfaiod
consumer goods sold in the UiSshown in the following grapand pie chart.
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Forperspcti ve, food accounts for 13% of every
includes industrial and other emissions outside the home. By comparison, driving a car that gets
25 miles per gallon of gasoline for 12,000 miles per year (the U.S.geygyeoduces about 4.4

tonsof CO,. Switching to a totally local diet is equivalent to driving about 1000 miles less per
year.

One way to reduce the environmental and economic impacts of meat production is to raise,
process and acquire meat products lgcal

A relatively small dietary shift can accomplish about the same greenhouse gas reduction as
eating locally. Replacing red meat and dairy with chicken, fish or eggs for one day per week
reduces emissions equal to 760 miles per year of driving. Andnémgtto vegetables one day
per week cuts the equivalent of driving 1160 miles per year.

Several other recent studies have analyzed particular foods and poked holes in the food mile
concept. For example, it can be more energy efficient for a British haldsehbuy tomatoes or
lettuce from Spain than from heated greenhouses in thé'U K.

The concept, or more precisely, computation of food migesften debated. It depends on the
group issuing the data. Locavores often quote 1,500 miles as the distashteaiels. However,
this was a gross averaging of miles using an average distance from Chicago to consumers.
Detractors point out that this is a gross miscalculation.

Whatever the food miles may be, they are reduced significantly when product is raised,
processed and acquired locally.

Grassfed/organic/freerange vs. Confined Feed Animal Operations (CAFO)

CAFOs, or Concentrated Animal Feeding Operations, are in essence a 'concentrated' way of
keeping and feeding animals, thereby producing cheap meatsdims of animals are crammed
into nearly impossible spaces leading to brutal conditions and detrimental effects. Concentrated
animal feeding operations (CAFOs) are what can happen when efficiency and cost are the only
considerations in food production.a@nming multitudes of animals into close quarters, they
create vast amounts of waste, an oppressive stench, plumes of air pollution, inhumane
conditions, and additional health hazards.

CAFOs are the modern and industrialized way to feed livestock. Theyspaead throughout

the world, affecting lives and cultures everywhere. CAFOs have become the industrial norm in
meat production; yet have increasingly negative ramifications on human and animal health, and
the environment?®

CAFOs are economically advagieous and revolutionary in thought, but carry with them
detrimental health effects. Scientists have connected the effects of CAFOs to problems such as
respiratory health issues, air toxicity levels, water quality, influenza pandemics and antibiotic

“lbid, A For c| i iMeatenatters moneghanim e s o
BH Me at Over Mo r hdtg:/snow.familyanatters.ti/leviell 4fperspectives/meatovermorals, i20@9
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resisance. The presence of a CAFO has been proven to "increase the healthcare costs of nearby
residents”.

In a CAFO sanitary levels are low. Due to such confined spaces and exceedingly high numbers
of animals, fecal waste is uncontrollable and disease ispidad. As a preventative to diseases
the animals are pumped with antibiotics, creating direct health problems for them. People in turn
consume meat that is guaranteed to be full of preservatives and antibiotics, and sometimes
proves to be meat of sick amals. Antibiotic resistance is yet another growing problem as a

result of CAFOs; antibioticesistant bacteria is becoming more prevalent among farm animals.
Not only are people consuming meat that is full of antibiotics and pesticides, but the food the
anmals are fed are also full of chemical fertilizers and pesticides. This food, that is typically
American grown corn and grain, leads directly to its own set of problems. When consuming
commercially produced meat, each step of chemicals is consumed: aharaiased to

genetically modify the grain from seeds, more chemicals are put into the earth to grow the
genetically modified grain, and still more chemicals are pumped into the animals so that they are
able digest the GMO grain. These steps lead tondetial health problems for the animals. One
becomes part of this full chemical cycle when choosing to eat CAFO produced meat.

CAFOshouse swine, poultry, cattle and other animals in inhumane ways, leading to the
destruction of human health, and the eswiment, all in turn affecting the world. Humans are in
essence consuming this disaster one bite at a time. "Conventional meat takes energy, grain and
drugs to produce". Sustainable meat ("Grass Fed" meat) takes longer and costs more money, but
leaves the @rth with continuing recourses and does not pollute the environment and human

bodies with unnecessary toxins and chemicals. These "Factory Farms" lead to one appealing fact:
cheap meat. CAFOs prove to be ostensibly economically beneficial; this, alorthevith

government subsidies that are given out to farmers who produce cheap meat, creates motivation.
Yet, in 2009 cheap is a term that needs to be reevaluated. How much is America willing to pay
for cheap?

"Grassfed" has now become a food buzz word. Acites contrast gra$sd beefto beef

produced by Concentrated Animal Feeding Operations (CAFOs) and claim thafegrasef is
greener, more humane, and more healthful. But just how green, how humane, and how healthful
is it? We need to evaluate grdssl beef from a variety of angles and by comparing it to several
different kinds of meat production, beginning with the much maligned CAFO (feedlot) mode of
production.

CAFO beef are fed mostly corn and soy during the last 6 months of their livesfegrass

consume only grass and hay. Production of corn and soy for beef cattle (instead of for humans) is
a very inefficient use of resources. Gréad is in some ways less resouamstly. CAFO cattle

are confined in feedlots and given antibiotics and hormarassfed are freeange and are

given antibiotics and hormones.

CAFO feedlots collect vast amounts of manure in a small area, causing air pollution when the
wind blows and water pollution when it rains. Grées cattle are natural manure spreaderd, an
if not overgrazed, distribute fdizer throughout the pasture.

® ' pid, fAMeat Over Moral sbo
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CAFO beef has high levels of cholesterol and saturated fat but low levels of omega fats and
vitamin E. Grasded has less cholesterol, less saturated fat, more omega fats, and moresyvitamin
Grassfed also contains conjugated linoleic acid (CLA), which may be arcantinogen.

Grassfed methods of beef production are better for the environment, better for teparadt
better f orshealheBetteothas GAR® beéf productithrat is.grassfed beef is, in
itself, a wise food choice.

Is Grassfed Beef Humane? The full concept of humane treatment of livestock covers a wide
variety of issues such as confinement, stress levels, diet, druparmaithg Handling questions
include prodding, castration, and identification (branding and tagging). Transfer (as in trucking
cattle to the slaughtdrouse) and method of slaughter are perennial issues. Surely, we would
hope the beef we buy comes from cattle that are treated well thrdubbgaroduction process,

not just in regard to confinement and feed issues.

Grassfed beef production is clearly more humane than CAFO production, especially because the
animals are not confined in a feedlot. Cattle are ruminants; confinement in a drdwdsot
wi t h 10 0 & ef otleer anithalstl@s@h@ir natural behaviors.

Is Grassfed Beef a Healthful Food Choice? Advocates of gfaddeef point out that it has
many nutrients: iron, calcium, protein, and a range of vitamins. It alsoiemi@ega fats and
conjugated linoleic acid (CLAYGrassfed issomewhat lower in cholesterol and saturated fat
than CAFO beef.

By comparison to CAFO, gra$ed sounds like a health food, but one would think a health food
would be organic; as we saw, g&ded is not necessarily organic. Grdsd does contain

cholesterol and saturated animal fat, which most people try to avoid. Perhaps these flaws offset
the advantages offered by the iron, vitamins, omegas, etc.

In fact, the advantages, the "good cotgénf grassed can be found in other products, even in
non-meat products. There is abundant iron in beans and lentils; for iron and many other nutrients,
try quinoa. Nuts, dark leafy greens and whole grains are rich in vitamin E (a vitamin supplied by
grassfed beef).

Essential fatty acids are available in flax, avocados and many oils such as olive, safflower, and
sunflower. Of course, we do not need to consume all of these foods at one sitting or even in one
day; our bodies use the nutrients as neestedng some of them for future use.

Research on CLA (conjugated linoleic acid) is still sparse, but in any case there daeowl|
cancesfighting vegetables readily available, notably the Brassicaceae family of plants which
includes broccoli, cabbagand cauliflower. Modern researchers affirm that a-walanced
vegetarian diet provides adequate nutrition, including all of the "health food" nutrients ef grass
fed we enumerated abov.

*0 AGrassfed Beef: Is It Gree, Humane, and Healthf@%ene C. Sager Professor of Environmental Ethics,
Palomar Collegehttp://www.awarenessmag.com/marapr09/ma09 _grass_fed_ bee20th
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There are many successful natural and natural geddseef prducers in the US. The
following is a partial listing.

Natural Beef
Pr o d u dType of Beef Sold Web Site
Name
Coleman [They produce natural beef, bison, chicken, pork, lamwww.colemannatural.com
and sausage. The cattle are never fed or administer¢
antibiotics and are alway$0% vegetarian fed. They ¢
not use animal bproducts or animal fats and their
animals are raised with no added hormones.
L a u r a {Their cattle are raised on family farms sgleh www.laurasleanbeef.com
Lean Beef |natural grains and grasses without animapbyducts
and antibiotics or growth hormones.
Harris Their natural beef is minimally processed and conwww.harrisranchbeef.com
Ranch no artificial ingrediert.
Niman Produces natural beef, pork and lamb without grewtiwww.nimanranch.com
Ranch promoting antibiotics or hormones and they never fe
their cattle meat
Oregon Rai ses their cattl e t hwww.oregoncountrybeef.com
Country hormones, antibiotics or any animakjpducts.
Natural
Beef
Thousand |Cattle argaised locally on small family farms in  www.thousandhillscattleco.con
Hills Cattle [Minnesota and Northeast lowa then processedtate
Company [of-the-art USDDA inspected facility in Cannéialls, MN
Western  [Cattle are raised by family ranchers on pasture  www.westerngrasslands.com
Grasslands throughtheir entire lives. Animals are not fed animé
Beef by- products or artificial fees. Cattle grow without
synthetic chemicals, or artificial growth enhancing
hormones or sutherapeutic antibiotics.

Table 133 Natural and Natural Grass-fed Beef Producers®

51 Source: Acevedd,awrence and Smith, 2006.
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Plausible Market for fANatural o Meats

Local

Del Norte County provides too small a market to allow facmexpansion of locéin at ur al 0
meatsales Also, because income levels in the County are below theastattage, a premium
Anatural 0 meat product will find fewer shoppe
price. With producers already kegj into much of what market does exjse., direct sales from
producers t o c¢ons um¢thersis litlerdomffoagronts withie thenibelr k et s )
Norte County market.

Though Al ocal 06 has a geogr aphi cintoroimterrostolat i o n,
the distance between production and consumtithrere isno generally accepted defiion of

Al oc al>®Defintliand related to geographic distarmween production and sales vary by

regions, companies, consumers, and local foodkets According to the definition adopted by

the U.S. Congress in the 2008 Food, ConservationEardyy Act (2008 Farm Act), the total

distance that a product can be transported and stliben s i der ed a Al ocally or
produced agricultural food r o dis less than 400 mildsom its origin, or within the State in
whichitisproducedrood from 400 mi |l elscaklaway just doesnot

Local food marke® a small but growing share of total U.S. agricultural s3les:

e Directto-consumer marketingmounted to $1.2 billion in current dollar sales in
2007, according to the 2007 Census of Agriculture, compared with $551 million
in 1997.
e Directto-consumer sales accounted for 0.4 percent of total agricultural sales in
2007, up from 0.3 percent in 1997nonedible products are excluded from total
agricultural sales, dire¢b-consumer sales accounted for 0.8 percent of
agricultural sales in 2007.
e The number of farmersdé markets rose to 5,2
1,755in 1994, accordingtd SDAGs Agricul tur al Mar keting S
e In 2005, there were 1,144 communr#iypported agriculture organizations (CSAS)
in operation, up from 400 in 2001 and 2 in 1986, according to a study by the
nonprofit, nongovernmental organization National Center fogurApriate
Technology. In early 2010, estimates exceeded 1,400, but the number could be
much larger.
e The number of farm to school programs, which use local farms as food suppliers
for schoolmeals programs, increased to 2,095 in 2009, up from 400 in 2002 a
in the 199697 school year, according to the National Farm to School Network.
Data from the 2005 School Nutrition and Dietary Assessment Survey, sponsored
by USDAG6s Food and Nutrition Service, show
participated irfFarm to School programs, and 16 percent reported having
guidelines for purchasing locally grown produce.

2lbidiFeasi bility of a Natural Meat Industry In Humbol dt
SHLocal Food Systems: Concepts, |l mpacts, and | ssuesbo,
Agriculture, Economic Research Servibép://www.ers.usda.gov/Publications/ERR97/ERR97.ptiy 2010

**lbid,iLoc al Food Systems: Concept s, |l mpacts, and | ssuesbo
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e Production of locally marketed food is more likely to occur on small farms
located in onear metropolitan counties. Barriers to local foodrket enty and
expansion include: capacity constraints for small farms and lack of distribution
systems for moving local food into mainstream markets; limited research,
education, and training for marketing local food; and uncertainties related to
regulations thamay affect local food production, such as food safety
requirements.

e Consumers who value higfuality foods produced with low environmental
impact are willing to pay more for locally produced food.

e Federal, State, and local government programs increasingport local food
systems.

e As of early 2010, there were few studies on the impact of local food markets on
economic development, health, or environmental quality.

o Empirical research has found that expanding local food systems in a
community can increasamployment and income in that community.

o Empirical evidence is insufficient to determine whether local food
availability improves diet quality or food security.

o Life-cycle assessmetscomplete analyses of energy use at all stages of
the food system includg consumption and dispo8asuggest that
localization can but does not necessarily reduce energy use or greenhouse
gas emissions.

Regional

Northern California including the greater Bay Area is proving to be the pnastising market

territory. The demandhe consumer values and the ability to supppreanium product

produced in this area. Access to the market is also an advantageli@dtions are that this
territory should be the focus for Del Norte i

National

Access to thibroader market may only be viable via Internet and orditrsalesTarget
marketing campaigns will enabii@ding Internet buyers to bailling to pay apremium for a
guality organic meat product and the added convenience of shopping online.

Internatianal

The opportunity exists for potential sales to Asia, but would likedyirea d di t i en al nd
agingo and/or other product enhdoreigrenmketand t o
to warrant pricing that would cover the additional costs oketarg andshipping overseas.

r
d

Direct Sales to Consumérs

Nationwide ecent growth in direetto-consumer marketing farms and sales has come from larger
operations, and fruit, vegetable and beef farms. For example, operations with $50,000 or more in
annualsales increased diretti-consumer sales by 64 percent, or $274 million, from 2002 to

2007, which exceeded all other size categories. The number of beef farms involvedtodirect

*Slbid,iLoc al Food Systems: Concept s, |l mpacts, and | ssuesbo
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consumer marketing grew by 33 percent (or 8,851 farms) from 2002 to 206Wefd by farms
marketing vegetables and melons, which grew by 24 percent (or 3,474 farms).

Value of direct sales to consumers by county, 2007

Direct sales by commodity, 2002 and 2007

Vegetable Fruit and Boef Other animal Other crops
and melon tree nut products and plants

Number of farms

2002 14,487 14,381 27,133 41,016 21,190
2007 17,961 17,161 35,984 43,274 22,437
Percent change 24 19 33 6 6
Value (million dollars)
2002 198.2 196.5 77.0 179.7 160.9
2007 3353 3439 1414 236.0 154.7
Percent change 69 75 84 31 -4 —
Table 140 Direct Sales by Commaodity Map 78 Value of Direct Sales to

Consumers by County, 2007

This is the easi¢entry point for the smaller produceramllective.This market channdhas
been or currently is in use laynumber (unknown)f our local producers\ direct sale by
producerqi.e., animal ownerdp consumers doewt require FSIS certification.

Famer s Rarkets

The number of farmer sé mar k e-pescenginceasgeftom 5, 27 4
1998. They are concentrated in densely populated areas of the Nolkhdastst, and West

Coast. According to the USDRE6Nagtriiocnuallt uFaarl meMasrd
Survey, the most popul ar pr avdsureshfrutsande gory s ol

vegetabl es, which was sol d bmanages &R200%, foldvged per c e
by herbs and flowers, and honey, nuts, as$@rves.

U.S. farmers' market growth, 1994-2009 ES N et loostions Ly, county, 2009
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Figure23d U. S. Far merso6 Mar k Map8 Far mer 6s Mar ket Lot
2009 2009

Farmer's markets are an excellent method of introducing new food products to communities. Of
the consumer survey respondents, about 1% said that they purchase their meats at farmers
markets. This indicates that farmers' markets could be a potential distribution chanaeg, but
likely to be of secondary importance. One organization, Certified FariMarkets, offers

listings of markets in different statdstf://www.farmersmarkets.ngt/The USDA also has a
farmer's market location web sitetdtp://www.ams.usda.gov/farmersmarkets/map.fthe

®lbidiLocalSyBdedns: Concepts, | mpacts, and | ssueso
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public's growing concern with healthy eating and knowing where and how food is produced has
fueled the growth of farmer's markets across the country.

This is a timeconsuming option, but can be a gir@ay tointroduce a new product and its
producer(s) to a new market. Meeting customers in person can be invaluable to building the trust
and credibility many c¢onspememm@modat e seeking fr

Once a customer base is built, it ma&ygossible to take orders ahead of time and deliver orders
at the market, which can limit the amount of time spent at there. Sending regular customers an
order sheet or routing them to a product website forsszifice ordering can further facilitate
taking orders in advance of market day.

The shortcomings with farmersd mar ketheydoar e t h
they may require strict attention to health and cleanliness regulations. Cooking anchheaisg

available for sampling ay be one of the restrictions, thus limiting the ability to introduce

consumers to a product. Checking the rules and regulations of each market will be important.

Community Supported Agricultutée

In 1986, there were 2 CSA operations in
the United State®y 2005, there were
1,144 CSAs compared to 761 in 2001, an
increase of 50 percent. In 2010, the Robyn
Van En Center, provider off a national
resource center about CSAs based at 4 e
Wilson College in Chambersburg, PA, TEL NS ~0
estimates that there are over 1,400 CSAs N T T e
in operation, but a 2009 survey found 700 =l | e
CSAs in 9 States, which suggests the I . 2
number could be much greater. An online AV
registry estimates that the number of L :
CSAs exceed 2,500 (Local Harvest, 2010) Map 99 Com"ﬂlégg’é;fg%ggd Aareulture
and are concentrated in the Northeast,

areas surrounding ti@reat Lakes, and

coastal regions of the West.

Community Supported Agriculture locations, 2009

Farm to Schogf

Farm to school programs represent an important component of the institutional market for locally
grown produce. fiese are collaborative programs that connect schools to local farmers. For most
of these programs, school food authorities buy fresh produce directly from local farmers for
some or all of their produce needs. So far meat is not as much on the raddrus ared

vegetables.

*"lbid,iLoc a | Food Systems: Concept s, |l mpacts, and | ssuesbo
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Growth In farm to school programs
Farm to school programs have grown rapidly Jimveretereaams
over the last decade. The National Farm to il
School Network, a collaboration of groups 2000
supporting farm to school programs, estimat
that there were 2,051 farm to school prograr 507
in the Unitel States in 2009; twice as many e | 1,000
in 200506. As ofAugust 2009, they estimate:
that 41 States had some kind of farm to schc s 400
program, and 8,943 schools in 2,065 district: : " .
participated. O ewwr T o1 T 2004 | aos06 | 2000

Year
Figure 248 Growth in Farm to School Programs

Schools tend to use distributors and buy in considerable bulk to reduce costs. There possibly is
an opportunity here to move to more local foods. This is becoming a very popular approach and
is encouraged by the USDA and other forwiahing policyentities. Some ideas for developing

a local farmto-school program includ@&*

¢ Research and develop models for marketing and delivery mechanisms for family
farmers to sell to school districts in northern California that meet the needs of
both the school digct and the farmer.

e Develop a viable business plan to assist school districts in the transition o farm
to-school meal programs.

e Provide farmto-school technical assistance to farmers, school food service staff,
educators, community organizers, andeosharound California.

e Develop farm to school related state, local, and district food policies in
collaboration with other groups in California.

e Further develop model pilot programs in school districts, with a system that
supports the marketing, procurent and serving of locally grown fruits,
vegetables, meats, nuts, and legumes in school meals.

Food ceoperatives

A food cooperative or food cop is a grocery store organized as aperative. Food co
operatives are usualbonsumers' coperativesand are owned by their members. Food co
operatives follow th& Co-operative Principléd and typically offematural foodsSince
decisions about how to run the-operative are not made by outside shareholderspecatives
often exhibit a higher degree sdcial responsibilitghan their corporate brethréh.

%9 http://www.farmtoschool.org/atehome.php?id=4

®0 |nternational Cooperative Alliance (ICA)Cooperative Principles 1) Open, voluntary membership, 2)

Democratic governance, 3) Limited return on equity, 4) Surplus belongs to members, 5) Education of members and
public in cooperative ninciples, 6) Cooperation between cooperativegahcern for community,
http://en.wikipedia.org/wiki/Rochdale_Principles

®! Food cooperativehttp://en.wikipedia.org/wiki/Food_cooperative
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Co-operatives are an established community wdalifding strategy that can be found in many
economic sectors, including banking (credit unions), agriculture, electricity generation and
transmissiontelecommunications, housing, and child care. In every casgye@matives operate

on the basis of the core democratic psopsncipl e
alone have more than $150 billion in sales each year. Areas of recent grclwdle natural food

groceries, purchasing amperatives, and worker aaperatives.

What is a ceop? A ceoperative can be any business that is governed on the principle of one
member, one vote. In other words, unlike a stock corporation, everyone amaggsal

investment in purchasing shares and therefore has an equal say. Although antecedents exist,
including a mutual fire insurance company established by Benjamin Franklin in 1752 that
continues to operate in Philadelphia to this day, the first manteoperative was a retail eap
founded by 28 people in Rochdale, England in 1844. Originally selling butter, sugar, flour,
oatmeal, and tallow candles, business expanded rapidly in scope and scale @pthe co
succeded in elevating food standafdsejecting theacommon tactics such as watering down
milk. By 1880, Rochdale had over 10,000 members and more than 500,000 people had joined
food coops in Britain; by 1900, British food emp membership totaled 1.7 million.

In 2005, the National Goperative Bumess Association surveyed nine leadingogosectors

and found that the eops surveyed had a total of 154.7 million members. Conservatively,
discounted for people who are members of more than eop,dbis means that over 120

million Americans are menaps of at least one eap or credit union. And even these numbers

fail to encompass the scope of cooperatives, large and small, that are found throughout America
in a number of different sectors including agriculture, electricity, telecommunication$, healt

care, housing, retail and child care, to name but aAelitional statistics regarding the

cooperative sector are in thexttable.

RevisedMarch 7, 2011

Co-operative Sector: Additional Statistics*

Total number of U.S. coperatives, NCBA $ector study 21,840
Total ccop sector revenues, NCBAs@&ctor study $273 billion
Electricity ccop members 39 million
Telecommunications (telephone)}op members 1.9 million
Credit union members 87 million
Credit union assets $700 billion
Percent of total agriculture produationarketed by coperatives 30%
Estimated number of purchasing-aperatives, 1996 50
Current estimated number of purchasinepperatives 300
Worker coop revenues $450 million
Retail food ceoperative sales $840 million
Retail food ceop members 500,000
Number of members of REI eap 2.8 million
Number of housing cop members 3 million
* Figures from 2005, unless otherwise noted

Table 150 Co-operative Sector Statistics
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There(*3 2falre generallyvo types of food cmperatived co-operative grocery stores and buying
clubs.

Co-operative Grocery Stores

Food ceoperatives, often simply called-aps, are voluntary organizations owned and
controlled by members to provide low cost, healthy food primarily to members of-tig co
though some also sell to the public.

Food ceops are operated for members by members at-gorusit or cost basis. Individuals who
belong to the cop have a say in decision making over issues surrounding the organization.
Most food from ceops is oganic,though some is "naturd"produced with a minimum of
processing with little or no additives or preservatives.

Food Buying Clubs

Food buying clubs are simply a group of people who come together to buy food in bulk, thus
getting discounts for members of ttiab. They are usually an informal organization of friends,
members of church groups, neighborhood groups, etc, who share the chores of collecting money
from the member families, placing the order with the distributor, helping unload the truck when

it arnves at the dropff site, and dividing up the individual orders. Food is generally purchased
through a natural foods regional distributor or a foo@pavarehouse. Regional distributors

provide food for both buying clubs and-op stores.

Retail: Grocey Stores and Natural Food Stores

Retailer food store buyers demand a consistent quality product,-eoyear source and prices

that are competitive with other sources. Producers deciding to target retail food stores need also
to consider the quantity ofieat required and the cost of the marketing services that will need to
be provided, such as prepackaging and delivery.

Small independent retailers or chains are the best entry into this market. These &indssof

seek quality items that will set thempaat from the big chains. Next likely retailer would be

natural foods stores and chains. Locally grown and slaughtered meat will have a longer shelf life
in the retailerbés case, which is a great sell

Retailers my accept whole carcasses or demand precut, prepackaged meat, depending on
whether or not they have a fidervice meat department equipped to break whole carcasses or
not. Be prepared to sell product in either form, so as to not limit what retailerarchage it.

Since retail food stores do not usually sign contracts with suppliers, a stadaetiation of
orders can leave producers without a market.

Another problem is that the price you need to make a profit may be, when coupled with retalil
markupstoo high for most consumers. Every penny of processing cost adds about 2t@ cents
the retail price. Adequate volume can help producenrsatiize economy of scale, but may not
be something they have entire control over.

52 http://www.sustainabletable.org/shop/aps/
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Supermarkets
A sale to supermashs is resulting in fewer dollars to producésect selling of certified
product by the producer to the supermarkets is a rare event any more.

The increased power of Americads | argest reta
forces pushingncreased consolidation in the packing industry and decreased farmeacket
revenues since 1986.

Much attention has been paid to the rapid consolidation in the meatpacking industry dast the
three decades. Indeed the numbers are staggeringdforgat the foufirm concentration ratio
(CR-4)6 which measures the percentage of the market share of the top foudr fiipied from

19% in 1977, to 59% in 2002.

For companies slaughtering hogs, the-€Rearly doubled from 34% in 1980, to 65% by 2007.
For cattle slaughter, the GRmore than doubled from 36% in 1980, to 80% by 2307.

Packer Share 8% Packer Share 9%

Retailer Share 33%

Farmer &Rancher | Retailer Share 49%
Share 42%

Farmer & Rancher Share 59%

Figure 258 Distribution of the Consumer Beef Dollar  Figure 268 Distribution of the Consumer Beef Dollar
in 199¢° in 2009

“AENndi njarwads Rur a |httpS/vwweufowy. drggdbonirhedt@fm?document|D=12@P10

642008 Annual ReparPackers and Stockyards Program; USDA Grain InspectioreRaaid Stockyards
Administration;http://archive.gipsa.usda.gov/pubs/2009 psp_annual_reppkaach 2009

8 Concentration of Agricultural Market$viary Hendrickson and William Heffernabepartment of Rural

Sociology; University of Missouri; prepared with financiaisance from National Farmers Union;
http://mww.gogle.com/url?sa=t&source=web&cd=1&sqi=2&ved=0CBcQFjAA&url=http%3A%2F%2Fwww
.foodcircles.missouri.edu%2F07contable.pdf&ei=rXlcTbXwG460sAPN9e T3BQ&uUsg=AFQjCNG5ParUWtXD
a7K3u34JA8K4SdcgApril 2007

6 USDA Economic Research Service

67 USDA Economic Researchr@iee
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Packer Share 10% Packer Share 14%

Retailer Share 45%

Farmer & Rancher
Farmer & Rancher Share 25% Retailer Share 61%

Share 45%

Figure 278 Distribution of the Consumer Pork Figure 285 Distribution of the Consumer Pork
Dollar in 1990°® Dollar in 2009%°

There isno denying this dramatic growth in livestock market consobdasince market
deregulatobegan i n earnest in the 1980s. Thereds a
and deserveimcreased scrutiny

A superficial examination of thissue might conclude that mpatkers seeking the economies

of scal® and &sociated increased efficienaes the only impetus for the consolidation trend.
Indeed, in some instances, packers have sought and realized these gains. However, it has not
only been the farmer that has borne the costs of this growth drive by the padkisigy.

In fact, the concentration ratio for the top five food retailers-BFRoubled from 24% id997,

to 48% by 2006. Walmart has clearly been a major driver of that concentration. The company is
by far and away the largest global retailer. It astne largest retail grocer in the UnitSthtes

with revenues of $150 billion annually, dwarfing its nearest competitors.

Because of its sheer size, Walmart also has tremendous impact on the markets for all agricultural
products. Wal misnethalologynfdr $uccess areeclear:ruse its strengtbizsd

in the market to drive down its costs by driving down the amount of money it pays its suppliers.
Such largeretailers will drive the leverage scale, reduce inefficiencies, push dowraoalsts

i mprove top line results at the consumer and

Pressure on food suppliers from their retail customers can drive mergers between competing
suppliers as a means to form stronger companies to withstand these pricing pressures. This
industry consolidation has the effect of reducing customer choice, by reducing the number of
competing makers of products that a customer can chooseThengrowing buyer power of
retailers, particularly Walmart, is one of the major factors dritimgjtrerd of consolidation, a

fact that food industry leaders acknowledge.

The unprecedented rise of Walmartoés r@tail gr
power, has changed the rules of the game and shifted the balance of power to the point where
this one company is taking an unfair share of the pie at the expense of other stakeholders.

% USDA Economic Research Service
% USDA Economic Research Service
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All of which suggests that for a small scale operation pursuit of niche markets is a more
profitable approach to sales. This could mean finding small independéetsiamcated in areas
where sales of high quality branded products would be more favorably perceived.

Restaurants
This is an opportunity that requires a mor@@pth evaluation (e.g., as part of a detailed
business plan).

A recent study found that nemtivo-thirds of surveyed gourmet foodserviegtablishments in
Nevada had never purchased local products. We believe that this geneldslyrue for

California and Oregon food establishments. The chefs of these establisdidentkcate,

however, thathey would be willing to either begin making local purchases or inctbase
purchases they currently make if producers are able to meet certain requirements. Although the
gourmet restaurant market may not provide a single solution, marketing to cheéstandants

may help to increase and/or expand sales.

Chefs have a need for all types of beef, lamb, and pork, including natural and organic. Some
of the specific cut types included leg of lamb, tenderloin, pork roasts, pork waebigin,
rib eye, leef tenders, and NY strips, while Kobe beef, veal and buffalo are included

The following is a |isting of important and
decisions.

e Taste, Quality & Freshnes#&ll of the chefs in the study said that tastel a
quality areextremely important factors to consider when purchasing products for
use in their restaurants. Regardless of the nutritional or business goals of the chef,
his/her main goal is to provide higjuality, goodtasting dishes.

e Price: Price refes to the amount the chef will pay to obtain the product. The
majority of chefssaid price is not an important factor they consider when
purchasing a product; if the chef wantgraduct badly enough, price will not be
an issue.

e Unique Items & Signature Dies:The majority of chefs said that the presence
of aunique orspecial quality is extremely important to them. Producers who feel
they have a unique or speqgmbduct should make sure that potential customers
are aware of these qualities.

e Consistencdy Syply & Quality: The opinion of this attribute was well
defined: the vagsnhajority of respondents ranked a guaranteed consistent supply
as extremely important. Thigsult is not entirely surprising, as chefs may not

9 A market form in which only one buyer faces many sellers. It is an examipigeffect competitionsimilar to a
monopoly in which only one seller faces many buyers. As the ontghaser of a good or service, the
"monopsonist” may dictate terms to its suppliers in the same mannemtloaib@olistcontrols the market for its
buyers http://en.wikipedia.org/wiki/Monopsony

L Of, relating to, or being a market in which there is a single buyer of a particular good or service. Businesses
selling in a market characterized by monopsony are likely to suffer klevage profitability because of the lack
of alternative outlets for theproductshttp://financialdictionary.thefreedictionary.com/Monopsony+power
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wish to complement a previously conteedsupply or find a new supplier mid
season. The opinion of guaranteed consistent qualitydeascal, with nearly all
of the chefs saying that consistent quality was extremely important.

e Deliveryd YearRound, Timing & MethodYearround availability difers
from consistencyn that yeairound availability implies that a producer will be
able to offer products all yeawhile consistent supply implies the producer will
supply products on a regular schedule. The chefs had mixed feelings abeut year
round avdability, but the majority felt that this was a ldsgportant attribute.
The majority of chefs felt that delivery timing is a very important supplier
attribute. This shows how important the timing of delivery is to chefs and how
important it is forsupplers to consider delivery timing when approaching chefs
and/or restaurants. Delivenyethod is also extremely important.

Like internet sales, this local channel will be best used as a supplemental channel for Del Norte
producers, since the volume will bmall. Looking past our immediate area more opportunity

does exist, but since restaurants do not use a large quantity of meat, access to a large number of
restaurants is necessary to drive any real volume. Producers who effectively sell to restaurants
usudly develop a route and deliver directly to each establishment once or twice a week.

The shortcomings of restaurant sales are restaurants almost alwhygirgenly primal and

subprimal cuts, leaving the producer with the less favorable cuts to nedsksthere. Also care

and time may be required poepare the meat according to the specifications of various chefs
adding more overhead to the product which can

Institutional Food Service

Institutions such as hospitasd nursing homes, schools and university foodservice, and even
prisors, offer more options and volume than restaurants can. Many institutions havterwong
contracts with food suppliers. These contracts can offer consistent pricing, fewer people to deal
with, regular standing orders, and good volume.

Important to know though is that most food service purchases are frozen, precut and often pre
cooked. Fresh ground beef or frozen, precut meats are the best bet with these buyers.

Downside to these venuesthat they usually have more bureaucracy and thus are more difficult
to initially access. Also you must be ready to offer consistent supplies of quality prodaicis.
California institutions use singlgource procurements to supply all institutionaldsee

Prisons

Prisons typically buy through wholesale distributors. California prisons generally use a single
procurement type purchase agreement. As such direct sales fgperatives, while possible,

are not generally utilized.

In addition inCalifornia, the Prison Industry Authority (PIA) is a sslipporting state agency

created in 1982 to operate California prison industries much like private industry. The PIA works
in conjunction with the California Department of Corrections and Rehabilitation Ry DC
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provide work opportunities for approximately 5,500 adult inmates. This inmate work program
includes agriculture, services, and manufactuffng.

The PIA is in charge of the following agricultural industries:

¢ Growing almonds and packaging one ounaekages for CDCR sack lunches;
¢ Raising chickens for shell and frozen eggs only;
¢ Raising cows for milk production for the state's feeding programs.

PIA also has other neagriculture food industries that involve value added services and
manufacturing to mamize resources and nutrition goals while controlling costs. These include:

¢ A beef processing plant for state consumption. Beef is purchased and made into
products like hamburger, franks, sausages, stew meat, and Salisbury steak;
Coffee roasting, grindig and packaging for state consumption;

¢ Making sliced loaf bread for approximately 10 institutions;
Packaging individual portions for items like peanut butter and jelly, bread slices,
and cookies; and

e Making and packaging 100 percent fruit juice in 4 ourar¢ons.

Internet and MaiOrder Sales

Internet and catalog outlets may represent a useful supplement to other outlets. One of the
barriers to this kind of Aremote markeas i ngo i
double the end price to tlkensumer. Secondly, many consumers are disinclined to purchase
perishable foods via these methods.

Another use of the Internet can be a bushtedsisiness approach by tailoring a website, or at
least a portion of it, to meat market buyers and resttsirAs well as taking online orders, a
website can act as a business card and bulletin board with product updates, informational
materials and pricésts available for download.

Specialty Stores

In a relatively recent largscale randomized surve®% ofthe consumer survey respondents
purchased their meat specialty meat and natural food stores. Establishing contracts or
distributing to these types of retail outletsild providesubstantiademand for the business to

sell all of its meat products. Tlspecialty/natural food market is expanding rapidly as is

evidenced by the growth of Whole Foasi1d Tr ader Jhledofosingitabldisttshe US.
potential natural food retailers to contatiditionally, Costco Warehouses are listed, as they

sell mary natural products and 11% of the consumer survey respondents purchase their meat
products at warehouse stoseghas Costco.

“AGood nutriti on BarbacaWakedneMAgRDoLihtipd/wwndrrections.com/articles/15628
goodnutrition-from-the-groundup, April, 2007
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Natural Food Retailers

Whole Foods Estimated 155 stores located worlwww.wholefoods.com
wide. Largest retailer of Natural
and Organic Foods.

Wild Oats Nationwide stores selling natural www.wildoats.com
and organic foods.

Trader J(A Adifferent o www.traderjoes.com
stores in more than 20 Stated an
still expanding!

Costco World wide warehouse locations. www.costco.com

Warehouses Sells food and household items

Retail Sales Outlet

Table 160 Natural Food Retailers

Over the counter sales of meat and related products is on the rise and tied to level of income in
the population. The meats sold in these outlets must be FSIS certified.

Some locations do sell a combination of productaddition to the meat products. Some
examples include cheeses, sauces, breads, other dairy products, spices, herbs, oils and all manner
of items related to food and food preparation. Regional locations for these approaches include:

The Butcher Shop, EagPoint, OR

Tayl orés, Cave Juncti on,
Cartwrightoéds, Grants Pass, OR
Wild berries, Arcata, CA (Grocery store)

Eureka Natural Foods, Eureka, CA (Grocery store)
North Coast Cap, Eureka, CA (Grocery store)

OR

Typically, the locations with the best successlanglived entities with considerable experience
in offering and array of products. A number even offer prepared food for sale.

Virtual dled Websité s M

The internet now providesnewopportunity for sales promotion as well as direct sales to

consumers. A number of examples exisere are just a few

Fredrick County Vi rt LocalDirt
www.discoverfrederickmd.com/farmersmark www.localdirt.com

New Hampshire

www.nhfarms.com
Rut herford

Vi r t ua Lake County Grown

www.localfoodmarketplace.com/lakecounty/

County FaOnly At

www.farmersfreshmarket.org/rutherford/ www.onlyatfar

Far mer sé6 Mar

mersmarkets.com

Marketing fruits,veget b | es and f |l ower s

markets and piclour-own has been a profitable marketing strategy for a long time. Birect

directly to

consum

marketing meat, while not new, is certainly less common, probably because of the unique
challengs associated with. it
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Chief among those challenges is surely the fact that most consumers today are not accustomed to
buying meat anywhere other than a supermarket. Even butcher shops are few and far between
nowadays. Though they make a special triptof ar mst and or f ar mer sdé mar
and baked goods, shoppers are still likely to stop at the grocery store for other staples like meat,

milk, orange juice, cereal, paper goods and health and beauty aids.

Just like small fruitand veggiegmoe r s who dondét produce the vol u
distributors, small grasted livestock farms must rely on alternative marketing models.

When to Consider Websité*

When is Web site development something to consider using in your marketing straAafies?
yourself some questions similar to those you must ask to develop your overall marketing
strategy.

¢ What percentage of my customers and potkatistomers use computers, the
internet andnternet selling/buying mechanisms¢gmmerce)?

e Do I/we wish touse the Web as an avenue of sales, information or both in
reaching customers?

e Where are my customers located? What geographic areas do | want to add to my
customer circles?

e What is the competition doing? Willveelbsite alter perceptions about your
companycompared to perceptions about other companies doing similar things?

If you wish to conduct sales activity through yowebste, there are other things to consider as

well. You will have to have an operational means by which to receive payment (crddit car
purchase order, Paypal account, etc.), since no cash or checks can change hands. People use E
commerce to speed up the process of making purchases. Are you able to deliver? Is staff
available to process orders in a timely way? Are you up to speeduwreragnts for shipping in
response to Webased purchases?

If your customer base is localyaelsite may be of less value to you but still necessary for
customers to find your phone number, etc. If you are looking at increasing national or
international ales, it is a strategy that is necessary.

In some cases, your product sales increases will depend on a learning curve among potential
buyers. For example, perhaps your food product is one that is becoming known for health value
or for its value in an eatg trend of another type. Website may be a way to increase knowledge
(again consider the geographic factors) among the public. Web browsing has become a favored,
fun activity for many, especially the young (who are the lottgen customers). You can put
information about benefits, ways of using a product, trend growth, etc., omgbate that will

“AThe Unique Chal | en g eosDianefBachdker Petifarmikta thekleutnal of iE Me a t
Agriculture, http://www.farmingmagazine.com/artieB807.aspxAugust 2009

" AMarketing on the Internet MadyHolz-Clause, CeDirector, Ag Marketing Resource CenteAssociate Vice
President for ISU Extension and Outreach, lowa State University
http://www.extension.iastate.edu/agdm/wholefarm/htm845htm| May 20D
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in a broad way emphasize why buying your product is a good thing to do. Throughout much of
agricultural production, increasing public awareness and knowlsdgpnsidered critical to
future business.

Where awelsite is linked is as important as using lively graphics on it. If you decide to proceed

with developing a site, consider how a customer will come across the site if the exact site address
isnotknom. These fAhyperlinkso are critical for ex
much to existing customers. You will have already let them know exactly where to go to find

you on the Web.

Advantages and Disadvantages
As highlighted in various studieagdvantageand disadvantages afternet use by companies
are:

Advantages Disadvantages

Allows small companies to compete with oth| Need to manage upgrades.
companies both locally and nationally.
Creates the possibility and opportunity for | Need to assure Web site security.
more divers types of individuals to start a
business.

Offers a convenient way of doing business | Avoid being a victim of fraudulent
transactions, with no restrictions on hours of| activities online.

operation.
Offers an inexpensiveay for small firms to | Cost required to maintain a site.
compete with larger companies by their
products available worldwide.

Provides higher revenues for small compani¢ Difficulty finding qualified consultants.
using the Internet.

Difficulty finding and retaining qualified
employees.

No market for old computers.

Table 170 Advantagesand Disadvantages of Internet Use by @mpanies

Marketing Considerations
Producers considering marketing over the Internet should consider stmedalowing:

e Businesses successful on the Internet are often those that are unique, commonly
used andaffordable.
¢ When marketing meat products on the Internet you must slaughter and process
from a federally inspected plant, unless you only sell entdiin your state.
e Unique businesses succeedlime only if people can find them
e Promote your Web site by submitting it to several search engines repetitively and
linking with other high traffic related Web sites.
e Link (with permission) to many appliceEbWeb sites, but be cautious about
having too manyinks that quickly redirect consumers away from your site.
e Donodot | ink to your competitors, but check

RevisedMarch 7, 2011 Del Norte Meat Processing and Retail Fagikeasibility Study Page72



e Promote your Web site offne by sending out cards and putting youetwW
address on every promotion piece.
¢ Find areliable service.

Going OnLine
If you are ready to go eline you will need:

High-speed internet

Consider a toll free numbeéra riskfree way for potential customers to inquire.
e A userfriendly email program(such as Microsoft Outlook) to manage client

contact.

Designing your Web Site

Hiring a professionalvebsite designer is often a good idea. Before doing this, check references
and online work samples. Dd@-yourself design programs can be limiting and roate

welbsites that look like many others. If you choose to hire a designer, here is what he/she will
need to create an effectinvebsite.

e Photographs representing your products and/or services.

e Any printed material such as business cards, brochuresataldgs are helpful
for formatting and content

e A storyboard that gives an idea of how many pages are needed and what each
page should be about, as well as what you like and dislike.

Meat Producer Survey Responses

Locations
Zip % of Nearest Crossoad:

County Code | Response | ¢ Davis Creek and 101 e 101 & Fred Haight Dr.
Curry (35%) 97444 5| e« Crescent City, CA e Lake Earl Drive and

97450 30| e Westbrook Lane and 101 Lakeview Drive
Subtotal: 35| e 101 and Pistol River Loop * 101 and Oceanview
Del Norte (65%) 95348 5| e Langlois Mt. Road and 101 ¢ Arrow Mills

95531 30| e US199 e Curchtree

05536 5| e Floras Creek & 101 e Hwy?211

95567 25| e 101 & Wilson Lane e 199 & Elk Valley
Subtotal: 65| ¢ 101 e Lower L&ke
Total: 100

Figure 299 Survey Response Zip Codes
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Livestock production

Response | Percent
Yes 13%
No 7%

Table 183 Currently RaiseLivestock and
Arrange for Slaughter/Processing

A}
- o

Figure 308 Currently RaiseLivestock and Arrange for
Slaughter/Processing

Time in the livestck industry

Percenf®
1-5 years 6% -
6-10 years 0% il
11-20 years 28%
21 years or more| 67%

Figure 316 Time in the Livestock Industry

Figure 328 How Long Have You been in the Livestock
Industry

S May not total to 100% due to rounding.
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Potential and interest to raise livestock for slaughter and processing

Yes

No

Figure 338 Potential and Interest to Raise Livestock for Slaughter and Processing

Harvest Capacity (all species)

A.

Current Quarteyl Harvest

B

C.

Anticipated Annual

Current Annual Jan | Apr- | Juk | Oct Harvest withconvenier

Harvest (#) Mar | June| Sept| Dec facility (#)
Beef Cattle 85( 50 165 306 225 1,267
Dairy Culls 880 220 215 215 23(Q 88(
Veal 0 0 0 0 0 0
Goat 70 0 23 23 24 27(
Pigs 12¢ 30 30 30 30 12Q
Turkey 0 0 0 0 0 0
Chicken 3,200 800 800 8004 80C 3,20(
Lamb 77 6 33 19 20 275
Geese / Duck 0 0 0 0 0 0
Other- Rabbit 25( 0 0 0 0 25(

Table 199 Harvest Capacity (all species)

If a viable market exists for your products, what would encourage or inhibit you from
expanding production beyond your current operating capacity? (apart from access to
slaughter and processing services?)70% responded to the question)

¢ | would change my plan and not sell feeders but finished animals. Possibly |
would need more land.

Not sure.
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You either make good money or you don't: make money = expand, don't make
money = don't expand.

Time management, pasture management.

Nothing.

Would not expand.

Locatian, cost, scheduling

Legally being able to sell more animals would encourage us.

lack of acreage

will increase production if favorable conditions exist

Current slaughter location(s)

Bussman's (4)
Redwood Meats (5)
Alpine Meats
Selfprocess (2)
Humboldt Atction
Stary Ranch

Miles traveled (one way)

Average = 100 miles (one way)

Estimated cost per animal for slaughtt §pecies)

Note: Surveyostresults will be substantiated by contacting the slaughter facilities reported in
the survey, including a aple from out of the regioMhe actual costs reported by the slaughter
facilities will be used in the business model spreadsheet.

Species Range of Cost{Median Average

Beef Cattle $75-1,20( $15C $38¢
Dairy Culls 75-15( 9(Q 105
Veal N/R N/R N/R
Goat 100 10¢ 100
Pigs 60 60 60
Turkey N/R N/R N/R
Chicken N/R N/R N/R
Lamb 50-15( 105 102.5
Geese / Duck N/R N/R N/R
Other N/R N/R N/R

Figure 349 Estimated Cost Per Animal for Saughter (all species)
N/R = no response
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If a new slaighter facility were to be established, what qualities would it need for ychomse
to bring your animals thePe

Federal meat inspector to allow for resale.

Have in USDA organic certified.

Organic certified. Game animals: deer, elk, etc.

Price.

Compettive processing cost. Ample cooler space to allow for aging@eks).

Ample freezer space to hold product till market available.

e Closer to our farm. Customers being happy with the way the animal is cut &
wrapped. Prices.

e We need what we had| believeBigler did well-- with a waiting list. Yes,
closer to home and trucked off for slaughter. Had to have 2 in the past 2 years
done at the ranch. Waiting for one to go now. Not everyone likes to see their
animals strung up in your yard! Pozzie's ran a dmeginess, too, before Bigler.
They were a going concern when | arrived in 1949.

e Close location, cleanliness, reasonable pricing (Redwood Meats not reasonable),
good management (scheduling, communication, service), good cutting options,
good returns of paelged meat vs. carcass weight.

e Located closer to farm.

Clean& neat, work with us for a marketable product at the retail level, freeze

storage capacity.

Purchase price for cattle

Location, cost, scheduling

Being inspected for legal sale.

Low cost.

Current neat processing locations

Busman's (3)
Redwood Meats (4)
Cartwright's Meats
Self-processed (2)

Miles traveled (one way)

e Average = 73 miles (one way)

Estimated cost per animal fprocessindall species)

Note: Surveyostresults will be substantiatdaly contacting th@rocessindgacilities reported in
the survey, including a couple from out of the regidme actual costs reported by the processing
facilities will be used in the business model spreadsheet.

RevisedMarch 7, 2011 Del Norte Meat Processing and Retail Fagikeasibility Study Page77



Species Cost Median Average

Beef Cattle* 4558 .50 .51
Dairy Culls* .90-1.25 1.0§ 1.0§
Veal N/R N/R N/R
Goat N/R N/R N/R
Pigs N/R N/R N/R
Turkey N/R N/R N/R
Chicken N/R N/R N/R
Lamb** 50.0070.0(¢ 65.0( 65.0(
Geese / Duck N/R N/R N/R
Other N/R N/R N/R

Table 200 Estimated Cost Per Aimal for Processing(all species)
N/R = no response
* = reported on per pound basis
** = reported on a per animal basis

If a new processing facility were to be established, what gualities would it need for you bring

your animals the?

A federal meat inspector to allow for resale of product.

The processing facility taht we use is very busy and we must schedule months in
advance.

USDA organic certified facility.

Price.

Economical processing. Ability to age beef 3 weeks+. Freezee spdnold
product for extended time.

Closer to our farm. Customers being happy with the way the animal is cut &
wrapped. Prices.

Cryovac facilities; note: processing costs $.90/Ib to $1.25/Ib for cryovac
Closer to farm, timing of #'s that they can handl@week? 20/week?

Location, cost, scheduling

Low cost.

Where do you currently sell your finished meat?

We sell feeder calfs [sic] and lambs.

N/A

Sell to private party and they have it processed.

Our primary sales are to large paoleizg [sp?] compani#gA and CA 300 beef
1000 lambs our local sales are direct to consumer.

Individuals.

Fortuna auction.

Some to private individuals, most go to feed lot.

Only sell lambs on the hoof to Rick McKenzie.

retail, farmers market, on farm store
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Don't sell

Don't sdf

We don't sell it. People buy it live & pay processing. Could sell meats at farmers
markets, local store.

Don't sell-- personal use only.

What characteristics do you use to market your product?

Grass fed.

N/A

Free range beef.

Natural grass fed.

Grassfed, no hormones and other chemicals.

Angus, grass fedd, no chemical fertilizers.

Grass fed with ground corn & alfalfa hay 6 weeks before Kkill.
Grass fed, pastwigased, no hormones, no steroids, no antibiotics.
grass fed, organic

Grass fed

All natural (ro antibiotics-- just vaccine and worming).

Grass fed, free range.

Interest in selling whole animals or cut/wrapped

Table 219 Interest in Selling Whole Animals or

120%

100 %

Percent

Response
Specific cuts 15.4
Whole animals | 100.0

Cut/Wrap ped 0%

0%
Specific cuts Whole animals

Figure 350 Interest in Selling Whole Animals or
Cut/Wrapped
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If the slaughter/processing facility were to manage the transportation of live animals from farm
to facility, would you find this helpful?

Response | Percent
Yes 35.7

No 64.3

Table 220 Transportation of Live Animals from
Farm to Facilityd Helpful?

- Yes
- o

Figure 360 Transportation of Live Animals from Farm
to Facility -- Helpful?

Interest in investing in a slaughter facility

Generally speaking, the current economiodibons are not favorable for encouraging

investment by area ranchers/farmers. Yet survey responses (39%) indicate interest in investing in
a facility in Del Norte County.

Response | Percent
Yes 38.5

No 61.5
Table 230 Interest in Investing in a Slaughter
Facility

- Yes
- No

Figure 378 Interest in Investing in a Slaughter Facility
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If a cooperative or other form of business entity of local producers was established to
slaughter/process and/or market livestock products, what functions wauldant this entity to
do for your farm/ranch?

100 %

Response

Percent
Slaughtering 92.3% “T T
Aging 92.3%
Packaging/wrapping| 92.3% R — —
Marketing 84.6%

Table 240 Business Entity: What Functions
Would You Want this Entity to Do

Slaughiering Aging Packaging/wrapping Marketing

Figure 383 Business Entity: What Functions Would
You Want this Entity to Do
Othercomments?

e s this a ceop?
| think it would be used and helpful if built.

¢ We would love to market all our production as a specialty product rather than
generic. 300 beef 100r#s 100200 goats if we could focus on production rather
than marketing and distribution.

e Cut and wrapped to the meat's quality. Bandon does a great job on hamburger
tubes.

e This all remains to be seen.
Marketing cooperative.

e Best of luck on your project. @really need a federal inspected facility to be able
to sell to consumers.

e |raise a couple of lambs/goats fro brush and grass control but would be interested
in expanding if there was a market.

¢ We do have a large stock trailer. Would be willing to help.

Marketing Issues, Challenges and Opportunities

Consumer Education

Additional and continued consumer education will be vitally important in securing a premium
for products in this growing niche market. Clarification of tednmatural versus grased
versusorgani® and a better understanding of the unique and exceptional healthy benefits of a
premium gras$ed beef product are the two areas in which consumers most need further
edification.Point of SalesRO materials and store demonstrations will be kegrt ongoing
educational effort.
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Consolidation of Producers and Processors

Major chain® Wal-Mart and Safeway forinstandea r € of f er i ng rmmduets Ainat ur
alongside the more traditional aveduNatural Food Stores. This is driving dpmand and

causing major suppliers and processors to consolidate to meet the demandstuigegdayers
entering the fAnatural 0 meats mar k digherldaedoe . I n
a shortage of product, but over the long run this may bring doarket pricesContinued

refinement of animal and meat quality could h&lystain prices so the Del Nogeduct can
continue to differentiate itself from |l ess co

Marketing based on our regionally superior giasss is a recommended strategy. Building
a superior provenance or appellation sensibility with the consumer tam still merit a
premium price even in a soft market.

Careful and frequent attention to market pricing must be in place along withl prsmluction
program. If prices drop, producers may wish to pull cattle out ddéhé&lorte program early
in their development and divert them to a convention production sirélaeneby saving otheir
over production costs and not losmgney to productin of a higher end product thaay
not, due to market fluctuation, at that time find a market outlet.

Inherent Product Attributes Raise Concerns with Some Buyers

ANatural 0O meats have distinct charactandi sti cs
buyer® more so than for consumers. Again education will be very important to dispel these
concerns. Most common concerns are:

e Grassfed beef has the reputation of being less tender than convengjaaigad,
fed beef. This is largely due to the lowetusated fat content, and/or is
sometimes due to the increased time needed to fatten a cow for f@%Ket.
instructions explaining how to cook grefesl beef slower at lower
temperatures can ensure for a tender outcome.

e Because grasied, natural beef camalie a distinct flavor from conventional beef,
many meatnarket buyers have voiced concern that the consumer will not like the
flavor. A 2002 Kansas Staténiversity study of 1,000 consumers concluded
that consumerpreferthe flavor of gras$ed, natural bef.Educating the meat
managers and buyers to these results and fuagidgonducting Hstore
surveys within their own stores can offset this bias.

e Steaks and ground beef can easily secure a premium chargé 80percent
aboveconventional beef, budther cuts will have more difficulty charging a
premium.Alternative outlets for these cuts may be the solution, such as a
processed meabmpanywho may be happy to purchase round, chuck, brisket or
rump for processing into detieats or sausage.

e Grassfed beef tends to produce cuts with slightly yellow colored fat. This has
been an issu@ith meat managers and buyers, but less so with consumers. Again
education has played a rolegaining acceptance for this anomaly. For instance,
studies show that yeNv fat has higher nutrient content and is more flavorful.
With this understanding it can become a positive attribute for the consumer.
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Product Packaging

Sales of fAnatural 0o meats can suffer due to po
packaging. Gien that premiums will be charged for this product, attractive package#hats

the product look fresh and safe will be very important. Further, packaging should be kept to a
minimum and be made from environmentally fit materials to align with the wtherent values

motivating the consumer to buy this product.

Branding®

The word "brand”, when used as a noun, can refer to a company name, a product name, or a
unique identifier such as a logo or tradem&@tanding is a way to differentiate a prodaad
provide higher value through guarantees and simplicity in purchasing.

In a time before fences were used in ranching to keep one's cattle separate from other people's
cattle, ranch owners branded, or marked, their cattle so they could later identihetieis
their own.

The concept of branding also developed through the practices of craftsmen who wanted to place
a mark or identifier on their work without detracting from the beauty of the piece. These
craftsmen used their initials, a symbol, or anotirdque mark to identify their work and they

usually put these marks in a low visibility place on the product.

Not too | ong afterwards, high quality cattle
particular symbols and marks. Consumers woutdally seek out certain marks because they

had associated those marks in their minds with tastier beef, higher quality pottery or furniture,
sophisticated artwork, and overall better products. If the producer differentiated their product as
superior in tle mind of the consumer, then that producer's mark or brand came to represent
superiority.

Today's modern concept of branding grew out of the consumer packaged goods industry and the
process of branding has come to include much, much more than justgeeatity to identify a
product or company.

Branding today is used to create emotional attachment to products and companies. Branding
efforts create a feeling of involvement, a sense of higher quality, and an aura of intangible
qualities that surround theand name, mark, or symbol.

Brand awareness is vitally important for all brands but high brand awareness without an
understanding of what sets you apart from the competition does you virtually no good. Many
marketers experience confusion on this point.

If a brand is successful in making a connection with people and communicating its distinct
advantage, people will want to tell others about it and wdmhouth advertising will develop
naturallyd not to mention writers in the press will want to write attbe brand. Once that type

“This section rel i 8sidngAStoogBrardBrands ahddBramdihg Basicave Dolak
http://www.davedolak.com/articles/dolak4rnt
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of differentiation is established in the market's mind, advertising can help maintain and shape the
brand.

What you need to do in branding is to communicate what the brand distinctively stands for using
as few words or images @ossible.

So remember, branding is all about creating singular distinction, strategic awareness, and
differentiation in the mind of the target madatot just awareness. When you have been
successful, you will start building equity for your brand.

Brand Equityis the sum total of all the different values people attach to the brand, or the holistic
value of the brand to its owner as a corporate asset.

Brand equity can include: the monetary value or the amount of additional income expected from
a brandd product over and above what might be expected from an identical, but unbranded
product; the intangible value associated with the product that cannot be accounted for by price or
features; and the perceived quality attributed to the product independisnplofsical features.

A brand is nearly worthless unless it enjoys some equity in the marketplace. Without brand
equity, you simply have a commodity product.

If a brand is not effectively managed then a perception can be created in the mind ofrketir ma
that you do not necessarily desire. Branding is all about perception.

Here are just a few benefgmjoyedwhen you create a strong brand:

e A strong brand influences the buying decision and shapes the ownership
experience.

e Branding creates trust dran emotional attachment to your product or company.
This attachment then causes your market to make decisions based, at least in part,
upon emotiod not necessarily just for logical or intellectual reasons.

e A strong brand can command a premium priceraagimize the number of units
that can be sold at that premium.

e Branding helps make purchasing decisions easier. In this way, branding delivers a
very important benefit. In a commodity market where features and benefits are
virtually indistinguishable, atsong brand will help your customers trust you and
create a set of expectations about your products without even knowing the
specifics of product features.

e Branding will help you "fence off" your customers from the competition and
protect your market shamwhile building mind share. Once you have mind share,
you customers will automatically think of you first when they think of your
product category.

e A strong brand can make actual product features virtually insignificant. A solid
branding strategy commuadtes a strong, consistent message about the value of
your company. A strong brand helps you sell value and the intangibles that
surround your products.
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A strong brand signals that you want to build customer loyalty, not just sell
product. A strong brandg campaign will also signal that you are serious about
marketing and that you intend to be around for a while. A brand impresses your
firm's identity upon potential customers, not necessarily to capture an immediate
sale but rather to build a lasting inegsion of you and your products.

Branding builds name recognition for your company or product.

A brand will help you articulate your company's values and explain why you are
competing in your market.

People do not purchase based upon features andtbePebple do not make rational decisions.
They attach to a brand the same way they attach to each other: first emotionally and then
logically. Similarly, purchase decisions are made the samé \iest instinctively and
impulsively and then those decisgare rationalized.

1.

w N

ok

The most effective branding activities you can undertake are those that ensure
client satisfaction and loyalty and promote positive word of mouth and success
stories.

Brand from the Top. Branding works best when top management drives

Research and Measure Everything. Branding must begin, continue and end with
research. Brand research involves developing a clear baseline, taking into account
as many factors as possible, and then continuing the research and tracking on an
ongoing bais.

Keep One Step Ahead.

Rally the Troops. The best branding comes from the top, but is infused throughout
the company. Branding today is not just about advertising, external marketing,
great service and thought leadership. Internal marketing makessibfe to keep

the promises you make. Because every employee represents the brand, your brand
is only as strong as its weakest advocate.

Work the Web. Wi  thout doubt the Web is
tool. But working the Web to build braralyalty is critical as well for at leasivo

reasons

e Your website, i ncr easidtgelfiptentry s your
point for clients, prospects and everyone else. Building a first class site to
show off the breadth and depth of your experiear successes, and to
offer useful interactivity and service delivery, is no longer just an option.

e Second, the sheer breadth of Interib@sed marketing vehicles, from e
mail and web sites, to chat rooms and portals, to trading exchanges and
personal seices, makes it vital to get more active online. Even if you are
not using all these vehicles, your competitors probably are.
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Del NorteCountyBrand CertificationLabelingPrograms

Del Norte County could benefit from exploring the possible alignmentthvith Ame r i c a d s
Wi | d Ri v €Pmwandzanmpaigns While this has been more of tourism oriented
approach, opportunity to expand the use to include meat products may be feasible.

Here are the 5 dimensions of brand definition that are essential stepkling a successful
brand’®

1. Develop a vision for your brand: The vision for a brand consists of a broad
statement of what the brand aspires to be. The vision should taketaiong
perspective, in recognition of the fact that building a powerful bdmes not
happen in weeks or months. A solid brand vision definebubimessn terms the
customer cannderstand and relate to. It must be original, motivational and
inspiring.

2. Position your brand in order to differentiate yourself from competitors: Brands are
multidimensional in that they usually carry with them a number of images and
associations in thminds of the company and customers. However, all successful
brands have a particular focus that differentiates it from those of competitors. A
properlypositioned brand must transcend demographics and clearly identify
likely prospects.

3. Create a personajifor your brand: Ultimately, your brand must be something
with which people can identify. It has to have its own personality, its own
character. Your brand will likely evolve over time, but its essential character
should endure.

4. Articulate the benefits yo brand delivers to customers: In time your brand must
come to represent a set of functional benefits in the minds of your prospects and
customers. Thus, during brand definition your team must clearly articulate the set
of benefitsd the valued that it represents to customers. It is important to note
that strong brands also carry with them a set of emotional associations. The
emotional benefits of a brand are often supported by the functional benefits, and
they form the basis of the brand's positioning.

5. Define the values your brand represents: Finally, your brand must represent a
particular set of values. This is because your target customer base is composed of
human beings, and humans are vah@ivated. If you successfully articulate the
values your bnad represents, you have a better chance of getting customers to
associate the values of your brand with their own values. Value definition can
create longerm bonds between your brand and your target customers.

Use of the brand needs to be carefully ouligd and monitored. As such a set of guidelines for
use of the brand needs to be carefully crafted and agreed to.

" http://www.wildriverscoast.com/

8 http://www.wildriverscoast.com/WebTools.htm

" http://www.articlesbase.com/marketiagticles/the5-dimensionsof-branddefinitiorrin-strategiebrandplanning
445052.html
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Niche Marketing/Branding
In a study regarding consumer acceptance of natural beef, the aotbditwo primary
conditions for effective mraeting of this niche product.

1) emphasize the lean or healthy aspects of the product on the label.
2) use a locally produced label, such as a local family, region, or staterahttie
location.

Labeling or branding products differentiates them or segesthem from other similar

products. According to the USDA, value is added pocaluct when its market segment is
expanded and the producer is allowed a gresdiare of revenue from the marketing, processing,
or physical segregation of tipeoduct.

Del Norte Countyivestock producers may increase their share of product revenues through a
business entity that is focused on processing and marketing branded natutddlassl meat
products. Many consumers are willing to pagre for a product witla brand name they can
identify because they associditatname with quality or trusOnestudy found thaproducts

with brand identification were priced as much as 40% over the prgmidr norbranded
products. The creation of a locally produced tiand offerproducers the ability to charge
higher prices while maintaining higher quality omen-branded, nostertified products.

One method of branding includes origin labeling. Origin labels may be as brtedcagintry or
state of origin, or@specific as the county or city of origiiccording to a studyjesignation of
origin labelingguarantees that the quality of the labeled product is due exclusively to the
attributesof producing the product in a particular geographic region. Anothey stas
motivated by the trend that "consumetstudes toward quality and desire for cultural
identification have generatedjeowing demand for agricultural products that carry a strong
identification witha particular geographic region."

Origin labeing, however, is consideredceedence attributea product characteristic that is

neither observed n@xperiencedby the consumer, and hence, must be communicated by a
trusted source througbroper product labeling. Certification and the correspondingjilzg is

one wayof validating origin labeling. Certification provides an alternative that aliogisidual
producers to qualify for inclusion under an established umbrella prqgnadiparty) and label

that identifies a product from others on the netirRhecertification process depends on
establishing a set of standards, which define tienproduct is different. Producers who meet
those standards qualify foertification.Producer brands (firgiarty), in contrast, usually are
privately ownedand nmanaged, meaning the owners of a brand determine the set of standard and
types of products that qualify to carry the specific brand label.

Develop a Brand Certification/Labeling Program

Consideration for certification program in support of regionally grpvaduct could be
advantageous to developing aneerdorcing a branded product from the region. At the outset
this would be a voluntary program with agreaedjuidelines for use of the brand. One thought
would be to adopt the existing Wild Rivers brandimglay for other marketing aspects of the
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region. Complicating factors may be encountered in the-gtéde inspection requirements (see
State of California Requirements in this document).

For a producer adgriculture or food products to be considei@da Wild Rivers grown
certification, heor she must either reside or own property or a business nedgen. For a raw
agricultural product, such as meat, to be certified/dd Rivers grown it must begrown
(raised) inthe Wild Rivers regionProcased agricultural products must have at least 60%
their composition grown ithe region The use of th&Vild Rivers grownogo is restrictedo
members in good standing. Certificatiould bea costfree process andith membership
reconsidered on amaual basis.

Natural and Grasg-ed Beef Branding Programs

Recent studies have found consumers willing to pay premiums for natural anied taessf

products which found that 38% of thensumer respondents were willing to pay a 10%
premium for naturalteak and 14% were willing to pay a 20% premium. Another study found

that consumers spend, on average, 48% more per pound for the leanest ground beef products at
supermarkets. In the consumer survey conducted for this study, it was found thetbhscahes

are willing to pay 730% premiums for grased meat products.

What does natural beef mean? The USDA definition of natural beef describgs odeats
that have been minimally processed and contains no additives, artificial flavors,otolors
preservates. This definition does not mention production techniques for natural meat, which
can be confusing or even misleading to consumers. Unofficially, natural meat has been
defined by ranchers and marketers as livestock raised without the use of antipiotitk,
hormones, and implanfsi . e.-evBneyer

The USDA label for grasted meat says the
following: grass, green, or range pasture, or forz
shall be 80% or more of the primary energy sou
throughouthea ni mal 6s | i fe ¢
on adaily basis producers can feed animalgaip
20% from other sources, or wait till the finishing

e

S TN RS TTY 5
FARM PRODUCTS

stage and feed animals entirely other sources, & ~ ALL NATURAL
; ! GRASS FED BEEF
long as no more than 20% of the animal's feed 0.07g of Omega 3 / serving

during its entirdifetime comes from these Erass ot Boot
alternate souree In 2006, the USDAMS Lo e
solicitedcomments on a revised standard which " j
defines grass (forage) fed as: Grass (anaod!
perennial), forbs (legumes, brassicas), browse,
forage, or stockpiled forages, and pbatvest crog
residue without separated grairalitbe at least
99% of theenergy source for the lifetime of the
ruminant specie, with the exception of milk
consumer prior to weaning.

Figure 393 Labeling Exampleg®

80 5ource: CSU, Chico Gras®d Information Web Site
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Promotion
An effective promotion strategy will reach targastomers through several typeswddia.
These may include the following:

Print Media: Residential mailers and brochures
Electronic Media: Websites and Internet advertising
Published Media: Newspapers, magazines, and coupons
Broadcast Media: Television dmadio

Traditional media avenues include newspapers, radio advertising, yellow pages and advertising
with local and state agencies. Although these media avenues can be successful, it is imperative
that the media chosen is appropriate for the target m&&eexample, if the target market is
working women, aged 285, it would be best to conduct radio advertising during commute

times, or use newspaper advertising on the weekends, as this market is likely to read the
newspaper only on Sunday. The sectbthe newspaper the advertising falls under is also
important. Informational brochures and taste samples may be great promotional tools as well,
especially for fresh products.

Electronic Media

A Welbsite can be a powerful marketing tool and is recommeadélde basis of a promotion
plan. The website design is important in building brand awareness and connecting pooducts
consumers. There are companies who build websites and include hosting and other support
services.

Also rapidly emerging is the usé social media applications (Web 2.0) such as Facebook, Ning,
Twitter, blogs, email campaigns,-eewsletters and too many other to list here.

Marketing and Promotion Resources

e The Agricultural MarketingCentef* provides innovative strategies for both
direct and traditional marketing channels. This website outlines an approach to
niche marketingnd lists numerous books, periodicals and organizations that aid
in developing an effectivenarketing plan.

e Hoovers, a Dun and Bradstreet company, has a lisratse for the agriculture
industry andncludes a list of companies that specialize in wholesale food
distribution. This websiteffersinformation critical to an effective marketing
strategy”

Agriculture World offers online advertising for the agricuitindustry®

e The United States Department of Agriculture (USDA) offers important
agriculture informatiori?

e USDA Rural Development web site offers business and cooperative program
information®

81 http://www.agmrc.org/business_development/operating_a_business/marketing/branded products.cfm
82 hitp://lwww.hoovers.com/free/

83 hitp://ww.agricultureworld.net/

84 http://www.usda.gov/wps/portal/usdahome

8 http://www.rurdev.usda.gov/rbs/coops/vadg.htm
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The ,sb\sgriculture Council of America organizadNational Agiculture Day each
year.

Information on marketing natural and grded meats can be found on the
CaliforniaState University, ChicGrass Fed BeéNeb site®’

TheAgricultural Marketing Resource Centéhas resources for marketing all
types of agricultual products.

PROCESSING FACILITIES AND BUSINESSASSESSMENT

Steps Needed to Build a Meat Plant

Aside from the problem areas of business planning and feasibility, financing and financial
assistance, plant design, plant construction, labor and, for netoplagroperators, rules and
regulations, many ownaperators and potential owreperators struggle to figure out what
steps are necessary to build a facility. Owogerators need to complete aflithe taskutlined
belowbefore they can move to placdnstruction and operation.

1.

Background Researcld Before going into any business, or expanding an
existing onejt is good to ask a lot of questions about the industry. Talk with other
meat plant ownerstade groups, regulatory agencies, farmers and mest

many questions and insightsll emerge.

Business Planning and Feasibilit§ This step involves understanding from
where your supplies (animalsnmeat ingredients, packaging, equipment) will
be coming, who will be buying your produetsd what youcompetition is like.

To complete this step, you will also need to knibvr ownership model for the
plant,what your facility will look like and whatonstruction costs will be.

Plant Desigrd This is an integral part of both your business plan and your
financing. You willneed to involve contractors to estimate your construction
costs.

Financingd Once your business plan is together, you can start looking for
financing.

Permitting and Inspectiond Before you can build anything, you will need
permits: businesgermits, building permits and wastewater permits. Since either
the state or the federgbvernment inspects all meatocessing facilitied even
custom plants (those that process animals for their owners and do not sell meat to
the public) must be inspectedriodicallyd it is generally a good idea to have an
inspector look over your plant design before you build.

SOPs, SSOPs and HACC® Before you can begin operation, you will need to
have a written plafor each of these. The plans must be examined by your
inspection agency and are subjeatetgular review.

Labord Meatprocessing is hard work. Finding able and willing employees
challenges plants throughout tinelustry, and finding laborers and the time it
takes to train them will be an important parttoé business plan.

8 http://www.agday.org/index.php

87 http:/Amww.csuchico.edu/agr/grassfedbeef/niati@/index.html

8 hitp://www.agmrc.org/agmrc/default.html
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