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General Overview: Definiton of OFSS

The consumer agrees.

to buy regulary
to buy the produce the farmer offers

IN addition sometimes:

*to pay a store-level price
*t0 pay in advance
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General Overview: Definiton of OFSS
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General Overview: TEI-KEI, CSA and Box-Schemes

Box-Schemes

(Europe)

Farm oriented Customer oriented

ﬁ

Focus on Relationship Focus on Product/Service
Community building Organic Produce Marketing
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General overview: Example Picture
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General Overview: ThelLife Cycle Concept
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General Overview: Market Life Cycle
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Box-Schemes. Examples-The United Kingdom

Large mixed V egetable Box
of an 600-Order Farm

-Klein Management Consulting- 6th IFOAM -ASIA Conference Korea 08-Sep-2004
www.kmc-consult.com © Copyright by KMC



Box-Schemes. Examples - The Netherlands

Middle mixed V egetable Box
of an 500-Order Farm
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Box-Schemes. Examples - Germany

Mixed Fruit& Vegetable Box

from an 1600 order Farm
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Box-Schemes. Examples - Germany

Fruit Box
by a 1800
order OFSS
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Box-Schemes: 5 Stages of Development

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
One Type Multiple Adapted Individualized | Internet shop &
Box-System| Box-System Box-System Box-System Box-System
Ordersweekly 50-550 120-400 200-400 350-2000 350-2000
Operated by farmers farmers mainly farmers |retailers, but farm| retailers, but farm
based based
Portfolio One standard| Three standard |Threeto six boxes| 10to 15 boxes | Combination of
box of boxes of (i.e. Extrabox, | (i.e. Cheese-Box, [ Box-scheme and
vegetablesin| vegetables, fruit | Local Food box, | Bread Box), in | free choice home
two sizes. | and amixed box | mother-baby box) [three sizes. Pricing| delivery service.
Fixed price | in two sizes each. of 2-3 sizes through the Tendency to self-
of Box [Fixed priceof Box| (S,M,L) each. |[individua produce| designed boxes or
“Likes and of the Box. regular side orders
Didlikes’ possible. by customers.
Fixed price of Box
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Box-Schemes. The Box-Scheme Development M odel

Sales
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Practical Implications: Market Structure

Ger many

Denmark

The Netherlands

The United Kingdom

Number of
companies

300

15

95

300

Industry Structure by customers (Com

anies with their weekly orders/customers)

200 comp. x 250 orders

10 comp. x 200 orders

30 comp. x 250 orders

273 comp. X 180 orders

90 comp. x 600 orders

4 comp. X 600 orders

23 comp. x 600 orders

25 comp. X 500 orders

10 comp. x 2000 orders

1 comp. x 16000 orders

2 comp. X 9000 orders

2 comp. X 10000 order

orders weekly 124.000 20.400 41.000 81.500
per country
Source: HALDY (2004) All figures are estimations.
Bag-Schemes!
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Practical Implications; Market Shares

The The
Germany Denmark Netherlands United
Kingdom
OFSS Market 16% 78% 42% 24%
Market Share
(Sales) of TOP | 10 Companies 1 Company 2 Companies 2 Companies
companies
Trend + ++ - - +++
Organic Market
Market Shares 8%-13% 2%0-3% 3,5%-4,5% 2,5%-3%
(Sales) of OFSS
Sales
Trend 0 + 0 +
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Practical Implications. Important |ssues

Develop customer orientation instead of

farm/production based thinking!

“ The biggest threat to the growth of box schemes is from schemes
that do not offer a good service and lead to disillusioned customers,
thus sourcing the potential market for boxes in general”

(PRETTY, Soil Association 2001)
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Practical Implications. Important |ssues

| mprove accor ding to customer expectation

* To become a high volume distribution channel for organic products,
the CSA movement must take consumer preferences serioudly.

[...] many urban consumers perceive CA offerings

as too seasonal and too erratic. [...] Many conclude that if they have

to go the natural food store anyway, the extra trip to the pick-up point
IS not a good use of thelr time.”

(REYNOLDS 2000)
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Practical Implications. Important |ssues

Strivefor fair and appropriate pricing at shop-level

* The biggest contributing factor for CSA burnout and failure
IS setting the share / [ Box] pricetoo low.”

LASS et al (1995)
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Practical Implications. Important |ssues

Invest In I T early - and in the PC-linked scale at theright time

* [ PC-linked scales] brings the producer an estimated 30% advantage
In sales, due to reduced calibration losses, and an estimated 10%
reduction in wastage costs of fresh produce when packing, as no
harvested or bought-in produce will remain as an excess. *

(HALDY 2004)
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Practical Implications: Average Size

The The
Germany Denmark Netherlands United
Kingdom

Organic Food 3,72bn 0,5bn 0,47bn 1,92bn
Market in US$
OFFS Market (US9$) 444m 13m 20m 50m
Average annual
Sales per Box- 1.480.000 867.000 364.000 167.000
Scheme (US$)
Average weekly 1360
Orders per Box- 413
Scheme
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Practical Implications: Market Share

Germany Denmark The United
Netherlands Kingdom
Number OFSS Companies 300 15 55 300
Ordersper week in k orders 124 20 41 82
Turnover in m US$ 444 13 20 50
National Turnover in bn US$ 3,72 0,50 0,47 1,92
Market Share 8%-13% 2%-3% 3,5%-4,5% 2,5%-3%
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General overview: Summary

1. Organic markets are no mass-markets, but micro-markets

2. Organic markets get started through pioneering farmers and concerned
charismatic personalities
3. Organic markets become demand driven through consumer concern

4. Farmers need to establish arelationship of mutual trust with their end
consumers especially in the early stages of emerging markets.

5. TEI-KEI, Community Supported Agriculture and Box-Schemes are
unigue and innovative distribution channels

6. Box-Schemes have a higher market share and contributes more to the
farm income than the other systems.
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