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Agenda 

• What are the market channel opportunities and how do these buyers 

purchase food? 

– Restaurants & foodservice 

– Grocery stores & retailers 

– Broader Public Sector (BPS) 

– Food hubs 

– Food distributors 

• What do the buyers expect from their food suppliers? 
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WHAT ARE THE MARKET 

CHANNEL OPPORTUNITIES? 
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“I would be happy to speak with you 

about marketing to restaurants.   

It is not all pretty.” 
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Restaurants and Foodservice 

• A wide range of customers, including restaurants, catering companies 

and the hospitality industry. 

• Large chain restaurants and hotels typically have national deals with 

large foodservice distributors – a tough channel to access.   

• Stand-alone restaurants, catering companies and independent hotels 

may have great flexibility to work directly with producers. 

• Important to identify who the decision-maker is for food purchases.  

Then you must tackle three problems together: 

1. The right products 

2. The right amounts 

3. The right time, on time, all the time 
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Restaurants and Foodservice 

Year: 2010 Average Canadian 

Foodservice Operation 

Revenue 100.0% 

Cost of Goods Sold  
(Food and Beverage Purchases) (36.0%) 

Gross Margin 64.0% 

Expenses: 

       Salaries and Wages (33.9%) 

       All Other Expenses (25.6%) 

      Total Expenses (59.5%) 

Pre-tax Profit 4.5% 

Source: Canadian Restaurant and Foodservices 

Association 2012 Operations Report 
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Grocery Stores & Retailers 

• Food purchasing practices vary substantially across types of grocery 

retailers: 

 

 

 

 

 

 

 

 

 

• Other retail opportunities include: 

– Kitchen/gift stores selling specialty food products 

– Health food stores expanding into fresh or packaged food products 
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Grocery Stores & Retailers 

• Food purchasing: 

– Large chain stores purchase through their banner’s distribution 

system and have limited flexibility to work with suppliers at the 

individual store level. 

– Shelf listing fees are a reality, particularly with large chain stores.   

– Smaller chains and independent stores tend to work with a 

distributor, but may supplement with product from local suppliers. 

– Some retailers purchase from the Ontario Food Terminal. 

• Priorities: 

– Pricing that aligns with their margin requirements 

– Sufficient volume to keep shelves full 

– Product that maintains its quality from the shelf to the customer’s 

kitchen 

– Standardization of product and packaging 
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Grocery Stores & Retailers 
Sample Independent, Full-Serve Grocer 

Revenue 100.0% 

Cost of Goods Sold (COGS) (75.0%) 

Gross Margin 25.0% 

Operating Expenses (23.0%) 

Pre-tax Profit 2.0% 

Local Fresh Produce 

Revenue 100% 

COGS (60%) 

Waste (8%) 

Gross Margin ~32% 

Local Fresh Produce 
High Probability of Damage 

Revenue 100% 

COGS (50%) 

Waste (18%) 

Gross Margin ~32% 

Local Processed Product 

Revenue 100% 

COGS (70%) 

Waste Minor 

Gross Margin ~30% 9 



Broader Public Sector (BPS) 

• A wide range of potential food buyers, including: 

– Municipalities 

– Health care facilities 

– Schools 

– Campuses 

– Correctional facilities 

• In Ontario, the public sector spends roughly $750 million on food annually. 
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“What we found was this cycle of farmers 

and producers saying you don’t buy our 

product and us saying you don’t bid on 

our business.” 
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• Accountable to the BPS Directive that outlines five key principles for 

procurement; 

– Accountability 

– Transparency 

– Value for money 

– Quality service delivery   

– Process standardization 

 

• What is “fair” in procurement? 

– Fair is following process.  

 

Broader Public Sector (BPS) 

Source: MEALsource 
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• Invitational Competitive Procurement 

– Any form of requesting a minimum of three qualified suppliers to 

submit a written proposal in response to the requirements outlined 

by the organization. 

– Known as “3 Quotes.” 

– Most often used for fresh produce. 

• Open Competitive Procurement 

– Set of procedures for developing a procurement contract through a 

bidding or proposal process. 

– Open to any and all vendors wishing to participate. 

– Known as “Request for Proposal (RFP).” 

– Majority of goods purchased this way. 

 

 

BPS: Types of Procurement Process 

Source: MEALsource 
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• Getting informed about requests for proposal: 

– Contact the BPS organizations you would like to sell product to 

and find out when and where they post their RFP documents 

 

 

 

• Common criteria for evaluating proposals: 

– Completeness of proposal 

– Specifications/nutritional acceptance 

– Local products (tie breaker only) 

– Purchase price 

 

 

BPS: Procurement Process 

Source: MEALsource 
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BPS Evaluation Process is Evolving… 

Source: Ontario Farmer, August 4, 2015 
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• About 4,500 breakfast, lunch and snack programs across Ontario, 

serving 77 million meals annually. 

• Structure: 

– Fourteen regions across Ontario, each with a lead agency and a 

Food and Logistics Coordinator. 

– Programs (food buying, transportation, preparing, serving) are run 

entirely by volunteers. 

– Contacting your local lead agency and/or Food and Logistics 

Coordinator is a good way to start a relationship. 

• Funding: 

– Ministry of Child and Youth Services provides up to 15% of 

program costs, but remainder must be fundraised. 

– Meals are provided universally to all students at no cost. 

 

 

BPS: Student Nutrition Programs 
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• Food buying: 

– Many programs purchase food solely at grocery stores. 

– Programs underway to develop procurement strategies, work 

directly with farmers or food hubs, etc. 

• Purchasing priorities: 

– Food products must fit with program needs, nutrition requirements, 

and require minimal preparation. 

• Common products include: fresh produce, dairy products, 

bread, crackers, eggs. 

– Local is encouraged, although difficult with seasonality of school 

year and transportation challenges. 

– Food safety is of the utmost priority. 

• Need to complete an on-farm food safety practices checklist to 

become an approved vendor. 

 

BPS: Student Nutrition Programs 
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Food Hubs 

• Food hubs come in a variety of forms, but 

offer some or all of the following services: 

– Aggregation 

– Storage 

– Processing 

– Distribution 

– Marketing 

• Focus on source-identified food products 

primarily from local or regional producers. 

• Improve market access and ability to satisfy 

wholesale, retail, and institutional demand. 
 

Sources: Food Hubs: A Producers Guide, National Center 

for Appropriate Technology (NCAT) 
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Food Hubs 
• Food hubs may obtain revenue from a number of sources: 

– Net product sales 

– Delivery/brokering fees 

– Grants & contributions 

– Membership fees 

– Other enterprise income 

• In a benchmarking study of U.S. food hubs: 

– 28% charge a membership fee to vendors (producers) 

– 15% charge a fee to their customers 

• Considerations when choosing a food hub partner: 

– Purpose/mission 

– Legal structure 

– Types of markets/customers 

– Products and branding 

– Pricing 

– Infrastructure 

 

Sources: Food Hubs: A Producers Guide, National 

Center for Appropriate Technology (NCAT) 

Counting Values: Food Hub Financial Benchmarking 

Study, NGFN Food Hub Collaboration 
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Food Distributors 

• A food distributor or wholesaler buys your product and resells it to 

other firms (food service, retail, institutions, etc.).  

• Distributors vary greatly in size and the customers that they serve. 

• Distributors provide varying levels of sales and marketing services: 

– Product pick-up and delivery 

– Preparing a marketing plan 

– Selling to retail or foodservice outlets 

– Promoting your product to consumers 

– Managing product categories and inventory 

– Invoicing 

– Suggest minor tweaks to improve your product 
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Food Distributors 

 

 

 

 

 

 

 

 

Your Business 
COGS: $2.50 

Retail/Food 

Service/Institutions 
 

Retail/food 

service/institutions pay 

wholesale price: $5.56 

Distributor 
$5.56 x (1-30%) = $3.89 

 

Distributor pays distributor 

price: $3.89 

Broker 
$5.56 – ($5.56*10%) = $5.00 

 

Broker pays wholesale price 

less commission: $5.00 

Distributor 

Expectation:  
17-35% Margin on 

Wholesale Price 

Broker 

Expectation:  
3-15% Commission on 

Net Invoice Price 
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Food Distributors 

• To find the right partner: 

– Define your target market 

– Develop a strategic marketing plan 

– Develop a promotion and distribution plan (what service you 

need to provide and how much you are willing to spend 

– Shop around for a broker/distributor that meets your needs 
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WHAT DO THE BUYERS 

EXPECT? 
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Communication and Relationships 
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Supply 

“If you want retail/wholesale business, but 

are not willing to scale up, it’s an exercise 

in frustration for everyone.” 

25 



Product Quality & Specifications 

• A wholesale customer is not the “eater” of your product, so it’s vital that 

your product maintains its quality until it gets to the end consumer’s 

plate. 

• Product specification needs will vary greatly across customers. 

• Examples: 

– Health care institutions and school programs may have 

specifications related to their food preparation facilities and the 

vulnerable populations that they serve. 

– Some chefs may be happy to take last minute “seconds,” 

especially if they make sauces and condiments in-house.  
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Food Safety 

• There are an estimated 4 million (1 in 8) Canadians affected by a food-
borne illness each year 

– 11,600 hospitalizations 

– 238 deaths  
– Source: Health Canada, 2015-08-28 

 

• Customers are looking for: 

– Confidence in the safety of the products you produce 

– Assurance that measures are in place to reduce food safety risks 

– Implementation of safe food practices 

 

• You’re responsibility to be aware of food safety regulations. 

– Regulations that impact your business depend on the type of product 
you produce and what jurisdictions you sell to. 

– Regulations at all levels of government: municipal, provincial 
(OMFRA), federal (CFIA) 
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Food Safety 

• Food safety come in a number of forms, either full programs or practices:  

– Globally recognized programs (GFSI) 

– National commodity organizations 

– Buyer requirements (3rd party standards and/or audits) 

– Good Agricultural Practices (GAPs) 

 

• Traceability is the ability to follow product through the use, history, 

application or location of an item or activity by means of recorded 

information. 

 

• Three pillars of traceability: 

– Premise identification 

– Product/animal identification 

– Product/animal movement 
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Packaging and Labelling 
• Packaging considerations: 

– Protect the product’s integrity 

– Ease of handling for staff, transport, 

storage 

– Industry standards or norms 

– Consumer expectations 

– Regulatory requirements 

• Labelling considerations: 

– Opportunities to display your brand 

– Opportunities for customer education 

– Durability 

– Traceability 

– Consumer expectations (e.g. UPC 

codes) 

– Regulatory requirements 
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Delivery 

• Wholesale customers expect 

delivery to their door. 

• Door-to-door involves 

significant expense in staff 

time, fuel, vehicle expenses, 

etc. 

• Other delivery considerations: 

– Delivery times and 

procedures that fit with 

customer’s operations. 

– Strong relationships to fall 

back on when delivery 

issues arise. 

 

Farm 

Food Business 

Restaurant 

Retailer 

Broader Public Sector 
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Farm 

Food Business 

Distributor 

Food Hub 

Delivery Service 

Restaurant 

Retailer 

Broader Public Sector 

Delivery 

• Wholesale customers expect 

delivery to their door. 

• Door-to-door involves 

significant expense in staff 

time, fuel, vehicle expenses, 

etc. 

• Other delivery considerations: 

– Delivery times and 

procedures that fit with 

customer’s operations. 

– Strong relationships to fall 

back on when delivery 

issues arise. 
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Invoicing and Credit 

• Wholesale customers do not pay cash on delivery.  Credit is a base 

expectation. 

• Invoices should include the following: 

– Invoice number 

– Your business name and full contact information 

– Customer information 

– Date 

– Brief product description, weight/quantity, unit price, total price 

– Payment terms (as agreed upon with customer) 

• Invoices should be provided at delivery.  Monthly statements may be 

provided as well. 

• When should I expect to be paid? 

– It depends! 
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Insurance 

• Some wholesale customers will have specific requirements: 

– Request proof of insurance 

– Specify the level of insurance required 

 

• Other customers may not require it. 

 

• HOWEVER, liability insurance is simply a cost of doing business if you 

are selling food. 
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Wholesale Pricing 

Farmers’ Market Price > Wholesale Price 

 

• Sustainable sales relationships require a price that is financially workable 

for both sides. 

– What are your costs to produce your product and get it to customers? 

– What are your customer’s target margins?   

– What is the end consumer willing to pay? 

 

• Other pricing considerations: 

– Do some market research 

– Seasonal variability of pricing 

– Food waste quickly drives up costs 
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“If they have an exceptional product it’s 

worth the effort to help [farmers] learn 

and scale up.” 

The Good News… 

35 



QUESTIONS? 

36 



RESOURCE APPENDICES 
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A: Restaurants & Food Service Resources 

• Canadian Food Service Industry Guides: 

– http://www.saskvaluechain.ca/foodserviceguides.htm  

 

• Ontario Culinary Tourism Alliance (OCTA): 

– https://ontarioculinary.com/  

– OCTA’s FeastON Program: https://feaston.ontarioculinary.com/  

 

• Sell Local Food Directly to Foodservice and Hospitality (Alberta): 

– http://www1.agric.gov.ab.ca/$Department/deptdocs.nsf/all/agdex14381  
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B: Grocery Stores & Retail Resources 

• Canadian Grocery Retail Guides: 

– http://www.saskvaluechain.ca/retailguides.htm  

 

• OMAFRA - What do Ontario’s grocery retailers want from Ontario’s 

suppliers? 

– http://www.omafra.gov.on.ca/english/new/groc-retail-sup.htm  
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C: Broader Public Sector (BPS) Resources 

• Connecting the Links: Foodservice in the Broader Public Sector: 

– https://ontariofresh.ca/sites/default/files/files/resources/Combined%20

Supply%20Chain%20and%20BPS%20overview-FINAL.pdf  

• Selling Local Food Directly to Institutions and Schools (Alberta): 

– http://www1.agric.gov.ab.ca/$Department/deptdocs.nsf/all/agdex14457  

• Ontario Student Nutrition Program Network:  

– http://osnpn.ca/ 

• My Sustainable Canada:  

– http://www.mysustainablecanada.org/ 

– Assessing and Identifying Opportunities to Buy More Local Apples in 

the Broader Public Sector: 

http://www.mysustainablecanada.org/publications/guidance-

documents/207-assessing-and-identifying-opportunities-to-buy-more-

local-apples-in-the-broader-public-sector.html 
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D: Food Hub Resources 

• USDA’s Running a Food Hub: Lessons Learned from the Field: 

– http://www.rd.usda.gov/files/SR_77_Running_A_Food_Hub_Vol_1.

pdf  

 

• Food Hubs: A Producer Guide 

– http://www.acrcd.org/Portals/0/food_hubs.pdf  
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E: Food Distributor Resources 

• OMAFRA - Food Broker-Distributor Information Sheet: 

– http://www.omafra.gov.on.ca/english/new/food-broker-dist.htm  

 

• Canadian Grocery Retail Guide – Section 1: 

– http://www.saskvaluechain.ca/GR1/GRGuide041313Section1.pdf 

– Includes: The role of distributors and brokers, pros and cons of 

each, key differences 
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F: General Wholesale Resources 

• Ontariofresh.ca: Online network of food buyers and sellers 
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Ontariofresh.ca

