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The Value Chain Analysis
and the Colorado Blueprint’s Six Core Objectives

Intended to assist in efforts to engage agriculture more deeply in the
state’s strategic planning and investments in economic development, i

the Value Chain analysis looked at Colorado agriculture and food
through the lens of the Blueprint's six core objectives. These
statewide objectives are to:

1. Build a business-friendly regulatory environment;
2. Recruit, grow, and retain companies;

3. Improve access to capital;

4. Create and market a stronger “Colorado” brand;
5. Educate and train the workforce of the future; and
6. Cultivate innovation and new technologies.
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What is a Value Chain?

The idea of a value chain refers to the
series of steps or links that turn raw

materials and other inputs into final

products or services delivered to end

users.

For practical purposes, we have identified the

core of the agriculture value chain to be that

set of enterprises counted as farm and ranch

operations in the 2007 USDA Census of

Agriculture.
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SOME OBSERVATIONS
(AND A FEW SURPRISES)
FROM THE VALUE CHAIN
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The Reality of Retall

Total retail sales
of $27.5 billion

\

Food away from home = $13.9 Alcoholic
| = $2. 9 illi

\f \

/\ Y } Pet foo_d =

: $180 million
Full service restaurants

The big six = $8 billion
L L . “Locally = $5 8 billion Garden cerjer,

grown” = landscaping =
$88 million $1.2 billion
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The Quiet Link in the Value Chain:
Wholesale

Over 1,000 companies and |
almost 20,000 jobs in Colorado.

phisn sl 3 - i
: Lol Highest average earnings among

the major segment of the value chain
= $58,000/year
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Strongest jobs growth in 2012
=5.7%
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Feeding the World

Combined sales of Colorado’s
agricultural commodities

and manufactured foods and beverages
are estimated at $13.3 billion.

Of that, an estimated

— $2.2 billion (17%) is exported from
the US,

— $6.3 billion (47%) is sold out of state,
— $4.8 billion (36%) is sold within CO.

L LB
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A State of Beef and Beer

Marketings of beef cattle = $3.1 billion
All animal slaughter and meat packing = $2.9 billion

Value of grains, hops, water for beer = $?? million
Beer brewing = $3.9 billion




Cattle and calves
— Hogs
e Sheep and lambs
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Colorado State University

Revenues from livestock in
Colorado

$2,500,000,000

$2,400,000,000
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$2,100,000,000

smosmge Marketings of beef cattle = $3.1 billion
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oot Marketings of hogs = $233 million

$1,500,000,000
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samom o Marketings of sheep and wool = $115 million
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Source: Graff et al, The Value Chain of Colorado Agriculture, CSU, 2013
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Dairy: Up and Coming

On farm milk production = $600 million |

Dairy products

$1,000,000,000

$800,000,000

Dairy manufacturing = $1.9 billion
ava (of which, cheese = $1.2 billion)

$200,000,000
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— The Livestock Feed (Im)balance
Feed purchases are way up.

e A decade ago, feed costs made up about 25% of
Colorado livestock producers’ total costs.

In 2011 they made up an estimated 37%.
The value of farm sales of feed crops is up 3X.

Colorado experiences an ongoing feed deficit
e worth $100 - $200 million per year.

00000080 1

Between demand for cattle feeding and for ethanol
WL LEEEEET NS production, an estimated 80 - 90 million bushels
. of grain corn is shipped into the state each year.
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Revenues from crop production
in Colorado

Hay and Alfalfa
Millet

Barley
Sorghum

On farm production = $2.9 billion
Organic = $19 million (in 2007)
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All other vegetables

Sugar crops — s
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Source: Graff et al, The Value Chain of Colorado Agriculture, CSU, 2013
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Alfalfa and Other Hay
Acreage by county, 2012
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Winter Wheat:
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Acreage by county, 2012
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Greenhouse and Nursery Crops:
Farming the urban landscape

Greenhouse/nurser y

$400,000,000
$300,000,000 /\/ N
$200,000,000

$100,000,000
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On farm production
= $250 million

Retail sales of nursery
and greenhouse products
and landscaping services

= $1.3 billion
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Input Costs of Farming

Petroleum fuel and oils
Fertilizers and lime
Electricity

Pesticides

Farm and ranch fuel expenses have

4400,000,000 doubled over the last decade, while
300,000,000 . fertilizer expenses have almost tripled.
$100000000 The prices of these two are highly
e — correlated, given the cost of fertilizer
manufacturing is heavily influenced by

the price of natural gas.

L L.
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Of the 31 million acres of land in ag production each yeatr,

22 million acres (69%) are owned by ag operators
= $35 billion

10 million acres, or 31%, are rented
= $93 million/year

=~ 12.2 million AF per year (88%) are owned by ag
~ $6 to $20 billion

=~ 1.6 million AF per year (12%) are rented
= $40 million/year
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THE COLORADO BLUEPRINT’S
SIX CORE OBJECTIVES
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Core Objective:

A business-friendly regulatory environment

Regulatory red tape 80% of total
iIssues: value of ag sales

¢ Favor operations at — 20% of total
Iarger scales $3m- value of ag sales

¢ Tend to discourage
smaller-scale
operations and new
agribusinesses

A

$2m-

Smaller-scale
operations and
agribusinesses:

¢ The largest
population of

Average value of sales

SIm-

Sales by the 1,503 that sell $500,000 or more
Sales by the 1,247 that sell $250,000 to $499,999

Sales by the 2,348 that sell $100,000

1 Sales by the 8,266 that sell
e nte rp rlses s .- SIOTOOO to0 $99,999 Sales by the 23,690 that sell less than $10,000
0_
¢ The seedbed of : . : : .
innovation and 0 10,000 20,000 30,000 40,000
expe“mentatlon Number of farms and ranches
L L. Distribution of total value of agricultural sales across Colorado farms and

ranches of different economic classes
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Core Objective:
Create and market a stronger “Colorado” brand

Colorado’s agriculture, food, and beverage
could play a pivotal role in establishing the
state’s image as a brand and a destination
for healthy living and active lifestyles:

¢ Water fresh from the Rocky Mountains

Whole grains from the golden plains

Grade A beef from the western range
Mountain-raised lamb

Fresh-caught trout

Seasonal produce of exceptional quality due to
unique conditions of altitude, temperature, sun, or
water, such as: Olathe sweet corn, Palisade
peaches, and Rocky Ford melons

¢ Craft beers and wines
¢ Natural foods

L LW
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Core Objective:
Recruit, create, and retain food and ag businesses

Key issues for creating and retaining
food and ag businesses:

¢ Availability of land and water

¢ Transportation infrastructure

¢ Quality of life = Quality of workforce
¢

A pioneering business culture where
“small is beautiful”

¢ Leveraging natural concentrations of
regional specialization:

¢ Northern Colorado / South Platte River
commodity crop and livestock

¢ San Luis Valley potato and grains cluster

¢ Western Slope / Tri-Valley fruit and
vegetables

¢ Northern Front Range natural, organic, and
local foods

L LW
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Core QObjective:
Foster innovation and new technology

Geography may hold a key to
innovation in food and agriculture in
Colorado, given close proximity and
high concentrations of:

¢ Agricultural production and
processing;

¢ Research institutions;

¢ Innovative food product

development and ag technology
companies;

¢ Top talent;
¢ Discerning consumers.

All of the elements needed for the
emergence of an innovation-led
industry cluster.
L .

op 25 assignees of Colorado patents in
aqgriculture and food related technoloqgies
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Core Objective:
Improve access to capital

Farm and ranch owners have plenty of access to
capital. Some, in fact, have ability to invest.

¢ Historically high commodity prices and returns on
capital

¢ Significantly underutilized debt repayment
capacity

¢ Typically invest in land and resource-based
businesses which are oversubscribed.

Innovative technology-based startups aiming to

serve ag and food value chain have trouble

raising capital:

¢ Venture capital investors are unfamiliar or
uncomfortable with agricultural and food markets.

¢ At the same time, ag investors are unfamiliar or
uncomfortable with high-risk venture investing,
deal structures, & intellectual property valuation.

| .




An innovation-led industry cluster? ColoradoState University

What Is an industry cluster?

“A geographically proximate group of interconnected :
companies and associated institutions in a particular fleld
linked by various commonalities and complementarities.”
Michael Porter
Harvard Business School

“Co-location of different stakeholders accelerates

knowledge-sharing and development of new products and

services in ways that you can't do if they’re scattered.”
Navi Radjou

University of Cambridge

Judge Business School
_ L .




Patents by Colorado inventors  coloradoState University

300

e==agricultural production
250 A
-==crop/vet/energy biotech / \/
200 -=food & beverage A i
manufacturing V
===\ater technologies
150 bioenergy / / \\

100

50

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999 ‘
2000
2002
2003
2004
2005
2006
2007
2008
2009

2010
2011
2012




5ty N e o o -
<
gﬁl @ 1‘%: . - - ‘E‘ S e SEPC AT >. b ‘7 Qa : z 4
o gl
'”z(‘ 9 counties in the Northern ‘ot Collin's

g Front Range: - Greeley
: o Longmonts

66% of Colorado population Bbulder ,

4

" ; [\.23}'

11% of Colorado area al S

Colerado
= 12% of Colorado farm land 40}

=3 :

30% of value of ag production 1 ‘

24] ‘ColoradoiSprings
[
51% of value of ag inputs .
b 2 ) |
81% of value of commaodity % Bbucoll RN
marketing/processing - '
0"\‘1
2
% beverage, biofuel technologies, by
@ ; inventor’s city of residence.




ENGAGEMENT

Colorado State University

Questions?

Kathay Rennels
Kathay.Rennels@ColoState.edu
970.491.7304

Dr. Gregory Graff
Gregory.Graff@ColoState.edu
970.491.4028

Geniphyr Ponce-Pore
Gen.Ponce-Pore@ColoState.edu
970.491.3741

For print copies and further information:

Jim Beers
Jim.Beers@colostate.edu
970.491.2332

R

Report available online at:
http://outreach.colostate.edu

This project was made possible
by the support of the Colorado
Department of Agriculture and
the Colorado State University

Office of Engagement.

COLARADO

OFFICE of

ENGAGEMENT

Colorado State University

DEPARTMENT OF

AGRICULTURE



http://outreach.colostate.edu/

