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The Vermont Sustainable Jobs Fund (VSJF) was asked by Pat O’Neill, Program Director of the
Composting Association of Vermont (CAV), to apply VSJF's market development model to the
development of Vermont’s compost market. VSJF's market development model is a road map
for strategic planning, workplan development, and project evaluation. VSJF uses this model
to allocate grant funding and technical assistance to a variety of market sectors, but other
types of organizations can use it to explore possibilities for different market sectors using their
specific toolkits. A meeting with VSJF staff, members of the CAV board, and knowledgeable
participants took place in September 2009 and a first draft of market development needs for
compost in Vermont was created. This report provides an overview of VSJF’s market develop-
ment model and summarizes the market development needs identified for compost at the
September meeting.

VSJF’s Market Development Model

VSJF's model is premised on developing the “architecture of a market”' that supports sustain-
ably produced goods and services. That is, rather than an “invisible hand” guiding markets,
VSJF believes that consumers, governments, businesses, nonprofits, farmers and others con-
tinuously make and shape markets. Vermont is a small player on the world’s stage, and larger
forces can undermine our ecology, economy, and communities. However, VSJF’s ‘theory of
change’is that thoughtful, strategic action enables Vermont to shape its destiny in sustainable
ways.

VSJF's market development model starts by asking:

» What practices are undermining the sustainability of a particular market sector? How
do these problems impact Vermont? We develop a problem statement that accounts for the
social, environmental, and economic consequences of a particular activity.

CAV supplied VSJF with a problem statement that indicated that a basic understanding of
compost is lacking in Vermont and the state is a laggard compared to many states that are
encouraging waste diversion to composting.

CAV Problem Statement:

“In many states composting and the use of compost are now promoted as a way
to recover valuable nutrients and recycle them - with measurable environmental,

1 Neil Fligstein. 2002. The Architecture of Markets: An Economic Sociology of Twenty-First-Century Capitalist Societies.
Princeton University Press.



economic, and sustainability benefits. This change has largely occurred as a result of
environmental concerns, farm economics, and a general shift in thinking - includ-
ing widespread agreement to reduce the amount of material that goes to landfills.
In addition, there is broad agreement that the only way to achieve/ exceed a 50%
diversion rate is by significantly increasing the amount of organic materials that are
diverted from landfills.

In some respects Vermont is 10 or more years behind leading states in developing
incentives, regulations and infrastructure that encourage diversion to composting.
This shortfall impedes the planning of alternatives to landfilling Vermont’s organic
residuals and; adversely impacts how communities can manage their organic residu-
als as a resource.

As composting emerges as a valued community service, it is critical that infrastruc-
ture is in place, technical assistance is available, and best practices are established
and applied. Vermonters have a lot to learn before the State’s communities and
agriculture can fully benefit from composting and the use of compost. A rudimen-
tary understanding of our carbon-based world, and a basic understanding of why
and how composting ‘works’ must become as common to policymakers, community
leaders, business owners, and advocates as the ins and outs of zoning and select-
board orders. Without this understanding, substantive change in how we manage
compostable materials is unlikely anytime soon.

There is a significant role for — and interest from — Vermonters at the local grassroots
to direct the reuse of their organic residuals to meet local needs. Through policy and
education communities can consider a more whole “ecological reckoning” (G. Bow-
man, Rodale Institute) of the benefits — be it water quality and conservation; food se-
curity; carbon sequestration; redistributing nutrients; or generating kilowatts or BTUs.”

To address these problems VSJF then asks:

» What are the emerging trends or opportunities for addressing these problems?
Where is a particular market in its development trajectory? The opportunities explored
by VSJF need to help Vermont meet the needs of the present without compromising the abil-
ity of future generations to meet their own needs. The opportunity CAV is exploring-high
quality compost-helps meet this criteria by, among other things:

+ managing organic residuals as a resource within a hierarchy of use
- redistributing nutrients

« improving public health and safety

- improving and protecting soil health and water quality

- improving plant health and vigor

« maintaining beneficial levels of soil nutrients.?

2 Composting Association of Vermont. 2008. Advancing Composting Through Stakeholder Involvement
Site Permitting Review and Recommendations.



But where is Vermont’s compost market in its development trajectory? VSJF adopted the
business assistance continuum (Figure 1) developed by the Vermont Small Business Develop-
ment Center as a simple way to visualize the market development stage of an emerging trend

or opportunity. Markets, just like businesses, require different types of technical assistance at
different stages of development. For example, with VSJF’s biomass-to-biofuels projects we
were essentially starting from scratch, while our sustainable forestry work has attempted to
revitalize an industry that has been around for generations. Biomass-to-biofuels grants and
technical assistance have therefore been weighted toward research and equipment / infra-
structure aimed at proof of concept, while sustainable forestry grants and technical assistance
have emphasized sales / distribution / marketing and education / outreach.

Figure 1: Market Development Continuum

Pre-venture —» Early —> Growth —> Maturity — Revitalization

Compost?

On this continuum, the pre-venture stage refers to a non-existent or nascent product or ser-
vice. Opportunities are identified, but the supply chain is unclear and ‘proof of concept’is not
established.

The early stage is characterized by the emergence of early adopters or innovators, pilot or
demonstration projects, market feasibility studies, and efforts to organize and promote the
visibility of the market.

The growth phase reflects an expansion in the number of businesses and organizations selling
products or providing services (e.g., an increase in the number of organic farmers). The supply
chain is clearer, competition is evident as more entrepreneurs emerge, and efforts at optimiza-
tion are made.



During the mature stage of market development, “incumbent firms” throughout the supply
chain are established, and rules and norms governing activities are in effect.

Finally, the revitalization phase comes into play when external and/or internal unsustainable
activities force mature market sectors and incumbent firms to a tipping point. A downward
trend may ensue, or innovative “challenger firms” may introduce new ideas, products, and
services to revive the sector.

Based on our meeting with CAV board members, CAV’s previously completed SWOT analysis,
and information contained in the Legal Compost report, it would appear that the market for
compost in Vermont is somewhere between the early stage and growth stage: a number of
businesses have emerged but the sector still struggles to promote its visibility and impor-
tance, the norms and rules governing activities are not quite in effect, and critical informa-
tion about the size and scope of the market are still missing. For example, the Legal Compost
report notes that “streamlined, goal and science-based regulatory process, committed leader-
ship, and‘carbon literacy’ education” are all missing.

Finally, given the current development stage of a particular market, VSJF begins to ‘visualize
the opportunity’ by scanning the market’s supply chain—from feedstock to end product—for a
set of market development needs. We ask:

» What does the market’s supply chain look like? What are some of the supply- and
demand-side issues impacting a particular market sector? What market development
needs are in place? What’s missing?

We ‘map out’ what we think the supply chain of a market sector looks like and identify and
analyze aspects of the supply chain—from feedstock production, feedstock logistics, produc-
tion or conversion of that feedstock, to distribution of that product, and end uses of that
product-against a set of market development needs. We have identified 9 essential market
development needs or questions:

What are the research needs?

What are the technology and infrastructure needs?

What are the financing needs?

What are the technical assistance needs?

What are the network development needs? Does a viable trade association (or business
network) exist?

What are the education and outreach needs?

Are there additional workforce development needs that will further advance the sector?
What are the sales, distribution, and marketing needs?

What regulatory and public policy issues need to be addressed in order to advance the
sector?

VVVVY VVVYYVYY

When cross-tabulated, the 5 elements of the supply chain and 9 market development needs
yield a 45-cell matrix (Figure 2).



Figure 2: Compost Market Development Matrix
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For example, what are the education needs for compost production
in Vermont? Who can provide proper training?

Each cell in the matrix poses a question (or multiple questions) and raises the possibility of
strategic interventions, including new projects, partnerships, education campaigns, or new
public policy. VSJF asked the participants at the September meeting to answer the following
questions:

RESEARCH

1. What are the feedstock production research questions?
2. What are the feedstock logistics research questions?

3. What are the compost production research questions?
4. What are the compost distribution research questions?
5. What are the compost end user research questions?



TECHNOLOGY / INFRASTRUCTURE

6. What are the technology / infrastructure needs for feedstock production?
7. What are the technology / infrastructure needs for feedstock logistics?

8. What are the technology / infrastructure needs for compost production?
9. What are the technology / infrastructure needs for compost distribution?
10. What are the technology / infrastructure needs for compost end users?

FINANCING

11. What are the financing needs for feedstock production?
12. What are the financing needs for feedstock logistics?
13. What are the financing needs for compost production?
14. What are the financing needs for compost distribution?
15. What are the financing needs for compost end users?

TECHNICAL ASSISTANCE

16. What are the technical assistance needs for feedstock production?
17. What are the technical assistance needs for feedstock logistics?
18. What are the technical assistance needs for compost production?
19. What are the technical assistance needs for compost distribution?
20. What are the technical assistance needs for compost end users?

NETWORK DEVELOPMENT

21. What are the network development needs for feedstock production?
22. What are the network development needs for feedstock logistics?
23. What are the network development needs for compost production?
24. What are the network development needs for compost distribution?
25. What are the network development needs for compost end users?

EDUCATION and OUTREACH

26. What are the education and outreach needs for feedstock production?
27. What are the education and outreach needs for feedstock logistics?
28. What are the education and outreach needs for compost production?
29. What are the education and outreach needs for compost distribution?
30. What are the education and outreach needs for compost end users?

WORKFORCE DEVELOPMENT

31. What are the workforce development needs for feedstock production?
32. What are the workforce development needs for feedstock logistics?
33. What are the workforce development needs for compost production?
34. What are the workforce development needs for compost distribution?
35. What are the workforce development needs for compost end users?

SALES and DISTRIBUTION

36. What are the sales and distribution needs for feedstock production?
37. What are the sales and distribution needs for feedstock logistics?
38. What are the sales and distribution needs for compost production?
39. What are the sales and distribution needs for compost distribution?



40. What are the sales and distribution needs for compost end users?

REGULATORY / PUBLIC POLICY

41. What are the regulatory / public policy needs for feedstock production?
42. What are the regulatory / public policy needs for feedstock logistics?
43. What are the regulatory / public policy needs for compost production?
44. What are the regulatory / public policy needs for compost distribution?
45. What are the regulatory / public policy needs for compost end users?

CROSS-CUTTING ISSUES
What are the cross-cutting issues that apply across the compost supply chain?

Composting Association of Vermont Market Development Assessment

Table 1 provides the ‘raw material’ for the development of the compost market in Vermont
identified at the September meeting. As a practical matter, CAV will not be able to tackle all of
these issues at once. As a set of next steps, VSJF recommends:

P creating an over-arching strategic plan that prioritizes and fleshes out the most
pressing market development needs. For example, if developing a sector-wide
marketing plan is viewed as a high priority, CAV should develop a workplan with:

« tasks,

roles & responsibilities,

timelines (could be multiple years), and

associated budgets for meeting that need.

As market development needs get met (e.g., as the cells in the matrix get filled in), CAV can
begin to put in place:

» monitoring and evaluation systems to chart progress and gauge effectiveness.

Based on our experience, filling in the cells of the matrix represents an efficient and powerful
use of limited time and resources to accelerate the development of a market sector.
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