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The Time Is Right to Grow the Urban Food Industry Cluster

By Adina Astor, Next Street; Karen Karp, Karp Resources; Teresa Lynch, Initiative for a Competitive Inner City; and Jim
Miara

Food is a hot topic. From Michelle Obama promoting healthy foods to combat obesity to New York City mayor Michael
Bloomberg setting standards for higher nutrition in the urban marketplace, awareness among American consumers of
the type, condition and preparation of their food has never been greater. This flood tide for food is a fortuitous moment
for cities, opening opportunities to create new businesses, increase employment and strengthen revenue streams.

For the past two years, the Initiative for a Competitive Inner City (ICIC), a Boston-based non-profit urban economic
development organization – in partnership with small-business advisor Next Street and food expert Karp Resources –
has conducted in-depth analyses of the urban food cluster. We find that cities, most of which historically have featured
strong food clusters, are well-positioned to take advantage of changing demands for locally grown, fresh, healthy foods.
These demands are coming from consumers as well as some elected officials, leaders in philanthropy, directors of
institutions and business leaders.

In terms of the food system, clear vision and thoughtful, locally tailored plans can yield significant economic
development dividends.

The potential in cities

The competitive advantages of urban areas in the food industry cluster are readily apparent. Cities are home to
universities and hospitals, as well sports stadiums and cultural venues, which comprise a large and expanding market
for food products. Today, as celebrity chefs and urban gardeners boost the culture of fresh foods, institutional
procurement officials also have become more aware of the relationship between freshness and flavor (and traceability),
and are feeling escalating pressure to buy locally. These institutions are actively seeking business relationships with
local growers, wholesalers and food processors.

Another urban advantage is the density and diversity of the urban population. The demand for foods from homelands
around world presents opportunities to develop niche markets catering to ethnic food preferences. Hispanics, a
significant and growing segment of many urban populations, have a saying that Latinos share the same language but
each country has its own bean. Wholesalers are importing products that cater to this demand and selling them to
grocery stores and restaurants specializing in ethnic dishes.

While news features focus on the periphery of the urban food cluster – the rise in community gardens and rooftop
farms, food trucks and incubators focusing on new-world versions of classic ethnic foods – there is good reason for this
focus. In response to demand for a more local, responsive food system, regional food production has strengthened
across the country. From increased agricultural production to emerging distribution networks and strong new local food
products and brands, food-related businesses are creating tight regional networks of transactions and relationships.

Beyond “urban ag,” however, there is great opportunity for urban job and business growth in the gritty center of the food
cluster, such as in the processing, warehousing, logistics and transportation sectors. Even the most distressed
American cities contain assets that give them competitive advantages in importing, storing, processing, wholesaling and
delivering food in their market area. Among the advantages are a central location; a transportation infrastructure that
often includes access to ground, air and water terminals; vacant buildings that can be adapted for basic manufacturing;
a large workforce looking for opportunities and an abundance of able entrepreneurs.
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More than 90 percent of urban food industry
companies employ fewer than 50 workers.
They create a large number of jobs with a
wide range of skills requirements, perfect for
a national economy in which lower-skilled
workers are struggling to find job
opportunities. Nationwide, there are more
than 800,000 food-related establishments
employing 17 million workers, 60 percent of
whom have a high school degree or less.

Most important, the food cluster can thrive in virtually any city in the country.

Fundamentals in place: Workers and infrastructure

Nationally, millions of workers are required for the food
manufacturing and distribution chains that feed into grocery
stores and restaurants. Millions more are required for
institutional food service jobs. Despite these numbers, the food
cluster is often overlooked by urban economic development
planners.

This is unfortunate: cities’ central locations, access to
transportation nodes and dense populations are obvious
assets for the food cluster. Less obvious but equally valuable
assets for food cluster development are the elements usually
dismissed as blight: vacant lots, idle industrial plants and
unused industrial spaces of a wide variety of configurations.
Firms in many segments on the food industry are flexible enough to adapt their operations to available space, making
the cluster a great tool for infill development in places with excess buildings and land (“land rich” cities) as well as in
high-cost “land constrained” cities with growing populations and consumers who demand varied, high-quality food
options.

The urban food cluster has nurtured a long line of savvy entrepreneurs. Entry into many parts of the food cluster is
accessible to a broad range of entrepreneurs because of relatively low capital barriers, relatively inexpensive real estate
in some urban areas, and the presence of a large workforce. In cities where real estate costs are high, entrepreneurs
have responded with innovative models to efficiently use building space. One such innovation is the practice of shared
kitchen space. Companies rent time in well-equipped kitchens that operate 24 hours a day, every day. These models
create opportunities for entrepreneurship for those with high aspirations but limited capital.

Food clusters can grow nearly anywhere

The ICIC/Next Street/Karp Resources team studied the food clusters in two contrasting cities, Detroit and Boston. In
Boston, where land availability is low but incomes are high, research found that innovations are occurring in distribution
methods for retail and service sectors, especially in institutional feeding such as colleges and universities.

Detroit residents have lower incomes, but the city has vastly more unused space and buildings. Not surprisingly, growth
in the Detroit food cluster is stronger in the manufacturing, processing and distribution stages. Vacant or under-utilized
older spaces are being adapted for small processing and manufacturing plants, incubator space and other uses.
Development in these areas has not only created jobs for urban residents but has also stimulated infill development,
gradually but noticeably improving the appearance of some neighborhoods.

While the benefits to cities of growing the food cluster are numerous and attainable, challenges remain. Food
production requires affordable spaces for both start-ups and expansions, but in some cities, like Boston, inexpensive
space is limited and zoning trends of the last 50 years have in some cases all but obliterated manufacturing and
distribution space. The economics of small-volume distribution can be daunting. Cost of operation can vary significantly
for city to city. Higher wages and taxes, utility rates and input costs in a particular city could lower the competitiveness of
the sector.

In addition, traditional lenders are not eager to finance small-scale start-up companies, so alternative sources of capital
are needed. Food is highly regulated at all levels of government, and entrepreneurs must learn how to incorporate
compliance with regulatory requirements in their operating procedures. Another significant challenge is introducing new
producers and products into well-established supply chains.

The opportunity outweighs the risk

The economic development benefits of stimulating the urban food cluster are obtainable with strong leadership and a
clear understanding of the cluster. Millions of jobs, many within the reach of most urban residents, exist in food
processing, manufacturing and distribution chains and the food service divisions of the many huge urban institutions.
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The market for fresh, healthy, locally sourced foods is expanding, and the trend of large institutions to support local
companies is growing.

For the urban food cluster to reach its full potential, leadership is required from many sources, but it is the type of
leadership that, while bold, flows naturally from a thorough understanding of the cluster and the benefits to be derived.
Mayors and city agencies should look closely at existing land, procurement and tax policies and remove unnecessary
obstacles to business formation and operation. Ombudsmen for food industry issues should be installed in city halls.
Institutions such as universities, hospitals and foundations should reinforce their existing efforts to buy locally and
mentor local entrepreneurs. And finally, economic development practitioners should launch a broad-based campaign to
educate investors of all types about the resources available and the profit potential within the food cluster. The times call
for economic action, and the urban food cluster is a high-yield target.
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