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1. Executive summary

This report identifies the primary challenges Alternative Food Networks (AFNs) face in their daily operations
and highlights potential opportunities for improvement. AFNs in Slovenia operate through diverse business
models, ranging from direct producers to advanced networks with online sales platforms and dedicated
logistics. Each model deals with unique distribution and logistical complexities, shaped by the size of their
customer base, purchase frequency, buying habits and the variety of local products available. Seasonal
orders add another layer of complexity to warehouse management, equipment requirements, and fleet
logistics.

Despite the mentioned challenges, there are also notable opportunities for growth. By clearly defining target
groups and developing precise marketing strategies, AFNs can establish trust with regular customers, leading
to long-term cooperation and steady income. Collaboration among local producers, intermediaries, and
logistics providers can optimize transportation resources and improve operational efficiency. Embracing
digital tools for order processing, warehouse management, and supply chain visibility can spur growth and
market expansion. While AFNs in Slovenia are advancing towards sustainability and efficiency, there remains
significant potential for further development, particularly in adopting advanced logistics and technological
solutions.

About the Food4CE project:

Food4CE is a European project funded by the INTERREG Central Europe Programme, aimed at supporting
Alternative Food Networks (AFNs) in their efforts to create sustainable and resilient food supply systems.
Within Food4CE 5 local and 1 Transnational Innovation Hub (IH) will be established and will focus on
advancing AFNs logistics efficiency through the development of innovative tools and solutions.

Two innovative tools, the Knowledge Transfer Platform and the Matchmaking Platform will be developed
within the project. The former is intended for sharing logistics best practices and solutions, while the latter
is intended for creating new B2B logistics solutions and services. The aim is to facilitate knowledge transfer
and exchange between different regions and actors, and to create a unique mutual support network for
AFNs in Central Europe.

Food4CE will also provide jointly developed regional action plans for each participating region and
transnational (CE) policy guidelines for AFN support. The project aims to establish a sustainable and lasting
AFN support mechanism, which will continue working even after the project end.

By establishing local and transnational Innovation Hubs and developing innovative tools and solutions,
Food4CE project aims to facilitate knowledge exchange and cooperation between different actors and
regions, leading to a sustainable and lasting AFN support mechanism.
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2. Short Food Supply Chains (SFSC) characteristics and
needs in Slovenia

Short food supply chains (SFSC) in Slovenia are characterized by direct relationships between producers
and consumers, focusing on local and sustainable food production. This highlights the need for efficient
logistics solutions to support these relationships, manage small-scale production, and facilitate local
distribution networks. The primary goal of SFSC is to re-establish a closer connection between food
producers and consumers, enhancing transparency, food quality, and economic viability for local producers.

This research explores the logistics needs of SFSC in Slovenia, aiming to understand how efficient and
innovative logistics solutions can support direct relationships, handle small-scale production, and ensure
effective local distribution. The study emphasizes the importance of logistics in maintaining producer-
consumer connections, improving transparency, food quality, and the economic viability of local producers.

Key logistics requirements for SFSC in Slovenia include handling small-scale production and distribution,
facilitating direct producer-consumer relationships, ensuring efficient and sustainable transportation
methods, and supporting local distribution networks. Solutions might involve localized storage and
distribution centres, efficient routing and delivery systems, and collaboration among producers to optimize
transportation resources. Additionally, logistics systems should prioritize traceability and food safety to
meet consumer demands for transparency and quality assurance.

Efficient and sustainable logistics solutions for SFSC in Slovenia should therefore foster direct relationships,
handle small-scale operations, and promote sustainability while minimizing environmental impact. This
requires innovative approaches and collaborations among local producers, intermediaries, and logistics
providers, along with IT solutions to enhance logistics operations.

2.1. Research overview

In the research, 67 AFNs were identified throughout Slovenia. Most of the identified AFNs are located in
Podravska region, followed by Osrednjeslovenska and Pomurska region. In terms of complexity level 24%
were categorized as direct, 27% as intermediary, and 49% as advanced.

Geographical location Level of complexity

wé

Direct
@ Intermediaries
® Advanced

Most of the AFNs are classified as Small and Medium-sized Enterprises (SMEs), with the majority (71%) having
from 1 to 199 employees. Associations, representing 15% of the AFNs, typically have smaller teams of 1 to
19 employees, while cooperatives, constituting 14% of identified AFNs, employ between 1 and 149
individuals.
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To assess the logistics characteristics and needs of SFSC, a detailed examination of transport, distribution,
packaging, and quality control aspects was taken in consideration. These factors were crucial in
understanding the operational challenges and efficiencies within the SFSCs. The analysis included extensive
desktop research, complemented by surveys that provided deeper insights into each of these areas. This
comprehensive approach allowed a better understanding of the logistical frameworks underpinning these
chains and their specific requirements for optimal operation. The results will be presented in the
continuation.

The researched sample consisted of 16 advanced AFNs, who participated in the survey. Only AFNs with
advanced level of complexity have been chosen for the survey as it is most likely that their practices could
serve as potential cases of best practices. Note: advanced level of complexity means that AFNs have their
online platforms for selling their products and offer delivery with its own vehicles and/or through logistics
operators.

In Slovenia, SFSCs exhibit a diverse approach to order processing, integrating both conventional and digital
communication channels. Among the AFNs, the preferred method of taking orders is by telephone,
accounting for the 81% share, followed by e-mail with 75%, underscoring its importance for formal
communication and record-keeping. Online platforms and websites also play a significant role with 63%,
indicating a substantial inclination towards digital services.

81% 75% 63% 51% 44% 31%

B L E S

The integration of traditional and digital communication channels for order processing is closely tied to the
frequency of order receipts. The majority of these AFNs, 87%, receive orders on a daily basis, indicative
of a high and ongoing demand for their products or services. A smaller segment, 7%, receives orders a few
times a week, and another 7% several times a month, reflecting a more sporadic ordering pattern. This
variation might be catered to by the less utilized but still present channels like instant messaging and social
media, offering flexibility for less frequent interactions. Overall, these findings indicate a consistent and
regular demand pattern, with daily orders being the norm for most AFNs in Slovenia, supported by a balance
of electronic, telephonic, and digital communication methods.

Analysis of order frequencies of AFNs show an average of 107 orders per week however, the variability is
high, indicating an extensive range in quantity and volumes. A minimum of 2 orders and a maximum of
500 orders per week was reported, underscoring the diverse scale of operations within these networks.
This wide range of order volumes suggests that while most respondents typically handle a relatively low
number of orders, there exists a notable disparity. A small proportion of these respondents are likely
catering to a higher demand or operating on a larger scale compared to the majority. This data points to a
dynamic and heterogeneous landscape in Slovenian AFNs, where different companies experience
distinct demand patterns and adapt their order processing methods accordingly.
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Furthermore, an average product availability within AFNs shows that year-round availability is quite high
(67%), suggesting that a majority of AFNs offer a consistent supply of products throughout the year.
Seasonal availability, however, is noted by 43% of AFNs, with a higher variability, reflecting greater
diversity in how products are affected by seasonality. This could imply that a notable portion of AFNs adjusts
their offerings based on seasonal changes. Products available only on specific dates or periods represent
the lowest average share at 33%, indicating that only a selected few AFNs focus on products tied to specific
times or events. Given the majority of products being available year-round suggests that surveyed AFNs
primarily focus on products that are not time-sensitive, while others may be highly specialized, focusing on
products available only at certain times of the year or for specific occasions. This reflects the diverse
strategies of AFNs in catering to different market needs and consumer preferences.

67% 43% 33%

Year-round By season Specific dates

When analysing the warehousing strategies of businesses, it is crucial to understand the types of storage
solutions they employ. Shelf storage is the most prevalent option, chosen by 75% of AFNs, likely due to its
adaptability and efficiency in a variety of storage scenarios. Pallet storage, used by 50%, caters to the
necessity of storing bulkier or heavier items. In contrast, floor storage, preferred by only 19%, might be a
less popular option due to space constraints or the specific nature of the stored items. Less commonly used
are live storage racks and other unspecified methods, each at 13%, suggesting these are specialized
solutions for specific storage and picking needs. This array of storage options underscores the varied
approaches businesses take to optimize their warehousing and storage strategies.

| o |
(_©
-1 | oo o |
Shelf Pallet Floor Live
storage storage storage storage
75% 50% 19% racks

The range of warehouse or storage equipment solutions utilized by AFNs highlights the diversity in their
warehousing operations. Carts emerge as the most used equipment (56%), indicating a prevalence of manual
transportation of goods within warehouses. Additionally, forklifts are used by 44% of respondents, implying
that handling heavier items or pallets is a regular task in many warehouses. 44% of respondents report not
using any specific warehouse or storage equipment. This could point to either a dependence on manual
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handling methods, the nature of the goods being such that they do not require specialized equipment or
due to economic efficiency.

*
*

Insights into storage facilities of AFNs shows that cold storage emerges as the most prevalent option, with
52% of respondents indicating they have such facilities. This high usage suggests a considerable demand for
products that require refrigeration, likely due to the perishable nature of the goods handled or specific
market needs. In contrast, conventional storage without specialized temperature control is available in
37% of the surveyed AFNs. This indicates that a substantial portion of goods handled by these networks do
not necessitate refrigerated conditions. On the other hand, frozen storage is comparatively less common,
utilized by only 11% of respondents, indicating its role in catering to more niche storage requirements.

AVWHE 1
———— 00
37% 52% 11%

AFNs typically utilize either conventional or cold storage—or a combination of both—highlighting a tailored
approach to storage that aligns with the specific needs of their products and the demands of their market
segments. Overall, the data underscores a strong focus on temperature-controlled storage solutions
within these networks, particularly cold storage. This trend reflects the critical need for maintaining the
quality and integrity of perishable goods in the supply chain of AFNs.

In exploring the logistics and supply chain management of AFNs, a key component to examine is their
approach to transport processing. This aspect is crucial as it directly impacts the efficiency and
effectiveness of product distribution, influencing both operational success and customer satisfaction.
The data related to transport processing provides valuable insights into how these networks manage the
movement of goods from point of origin to the final consumer.

81% of surveyed AFNs incorporate transport processes as a part of their service offerings, underscoring
the significance of logistics and the movement of goods as integral components of their operations, such as
shipping, delivery, and distribution services. 19% do not provide transport processes, which might suggest
either a focus on various aspects of the supply chain or a reliance on outsourcing this segment of their
operations.

Based on the delivery management practices a considerable majority manage deliveries internally (58%),
utilizing their own resources, personnel, and infrastructure. This approach indicates a preference for
maintaining control over the delivery process, likely motivated by the benefits of direct oversight on quality
and customer service. On the other hand, 32% of AFNs employ external third-party providers for delivery,
showing that nearly half of the AFNs tap into specialized logistics services, possibly for reasons related to
cost-effectiveness or the need for scalability in their operations. Personal collection by customers is a less
common practice, reported by only 11% of AFNs, which could be attributed to the specific nature of the
goods or customer preferences.

Overall, the data suggests a trend towards self-management in delivery processes among AFNs, with a
substantial reliance on specialized third-party services also playing an important role.
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58% 32% 11%

In terms of the catchment area an analysis shows interesting trends in their customer reach. 23% of AFNs
cater customers within a 50 km radius, indicating a focus on local or nearby markets. However, 54% of the
respondents have a catchment area extending beyond 100 km, suggesting that a substantial segment also
operates on a larger regional scale. This distribution suggests a significant trend where a notable portion of
these businesses or respondents is not limited to local markets but extends their operations to cover
larger regional areas, possibly to reach a wider customer base or to meet diverse market demands.

‘ 23% ' 23% 54%

Up to 50 km Between 50 and 100 km  Above 100 km

Analysed data on the weekly number of deliveries by surveyed AFNs reveals key insights into their
operational scale. The average number of deliveries is approximately 107, with a high variability, extending
from a minimum of 1 - 50 to a maximum of 400 - 500 deliveries. The wide range of delivery frequencies
indicates a fragmented market with diverse logistical challenges and capacities. This heterogeneity suggests
the presence of both highly efficient, large-scale operators and smaller, perhaps more localized, delivery
services. Understanding these dynamics is crucial for addressing the logistical and operational needs across
the spectrum of delivery services, potentially informing targeted support and interventions to enhance
efficiency and coverage in the delivery sector.

The predominant mode of transportation for deliveries among AFNs are vans with 91% of respondents
(10 out of 11) utilizing them. Cars are also a popular choice, used by 75% of respondents (6 out of 8).
However, trucks and bikes are employed less frequently, with only 25% (2 out of 8) using trucks and 14%
(1 out of 7) opting for bikes. AFNs usually employ a combination of delivery methods, either being vans
and cars or vans and trucks, depending on the volume of sales and the product sensitivity.

LB &

Van Car Truck Bike
91% 75% 25% 14%

The dominance of vans and cars highlights a general preference for flexibility and adaptability to varied
delivery demands. The limited use of trucks and bikes underscores the specific operational contexts in which
these vehicles are most beneficial. This distribution of transportation preferences indicates the diverse
strategies AFNs adopt to meet their delivery commitments.

Additionally, the fact that 67% of respondents ensure cold chain continuity emphasizes the importance of
temperature control for certain products, while the remaining 33% not adhering to cold chain requirements
could indicate a focus on non-perishable goods. This scenario underscores the adaptability of AFNs to diverse
product ranges and customer expectations, presenting both challenges and opportunities in optimizing
delivery models to enhance efficiency and customer satisfaction.
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Examining the adoption rates of various IT tools and technologies within AFNs, it becomes evident that IT
solutions for ordering processes are the most frequently employed. 36% of AFNs report using these
solutions always, which suggests a significant reliance on IT for order management, a critical component of
supply chain management. In contrast, warehouse management IT tools are among the least utilized, with
the lowest average rating of 2, and the majority of respondents (54%) never using them. This finding may
indicate potential areas for improvement or a lack of awareness regarding the benefits of these IT tools in
warehouse management. IT tools for transportation management and demand planning and forecasting
receive similar average scores, indicating moderate usage.

*
*

While IT solutions for the ordering process are widely adopted within AFNs, there is a varied level of
engagement with other IT tools and technologies. Notably, warehouse management and reverse logistics
technologies appear to be underutilized, indicating potential opportunities for increased efficiency and
optimization in these areas. Additionally, the data implies that, although there is some interest in advanced
supply chain visibility and food passporting technologies, these areas have not yet reached prominent levels
of implementation.

Transparency and traceability. Transparency and traceability measures employed within
AFNs reveal a varied adoption of different practices among organizations. While QR codes
and GPS tracking are less frequently used, measures such as supplier documentation and
audits, collaboration with trusted partners, and open communication with customers are
more commonly implemented, as indicated by their high average scores, emphasizing their
critical role in ensuring transparency. Additionally, there is a significant effort towards
consumer education and third-party certifications, reflecting an awareness of the
importance of transparency and the value placed on consumer trust and product
authenticity. The variability in the adoption of these measures suggests that while some
organizations are leading in transparency practices, there is still room for wider adoption
and standardization across the industry.

Business strategies. AFNs primarily rely on local sourcing and direct procurement as their
key strategies to bridge the gap between production and consumption, signalling a strong
inclination towards localized supply chains. While measures such as farmer's markets, online
platforms, and educational events are also employed, they do so with less frequency and
consistency. The limited use of urban agriculture may be attributed to logistical challenges
or suitability issues within specific geographic or urban contexts. The sector as a whole may
benefit from a more consistent application of these measures, especially as consumer
demand for transparency and local produce grows. The disparity in the use of these strategies
also points to opportunities for innovation and development in areas like urban agriculture
and online platforms, which could further enhance the efficiency and reach of SFSCs.

Product quality. A significant emphasis on supplier quality, proper storage, and clear
E%@, expiration labelling can be highlighted as essential strategies for maintaining product
74.? quality and freshness. Additionally, just-in-time production and consistent employee
training, coupled with regular quality checks and traceability systems are widely adopted.
The incorporation of consumer feedback further underscores the importance placed on
customer satisfaction in quality assurance processes.
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Business cooperation. A slight majority has expressed their willingness to cooperate with
other stakeholders within SFSC. However, a substantial minority, constituting 44%, are not
interested in such collaborations. This indicates that while there is a positive inclination
towards collaboration, a significant portion of the surveyed AFNs remains hesitant or
unwilling to engage in cooperative ventures. These findings highlight the need for further
investigation into the barriers to collaboration and the potential incentives that could
effectively encourage a more collaborative approach within the food supply chain.

*
*

AFNs have identified transportation as the most challenging for their businesses, with 53% of the
respondents identifying it as an the most challenging. This indicates that more than half of the respondents’
face challenges with transportation. Warehouse management and reverse logistics processes are also
significant areas of concern, each indicated by 33% of respondents. Orders and packaging processes are
seen as less problematic in 27% of cases, while IT tools share a similar level of concern with warehouse and
reverse logistics, identified by 33% of respondents. The data reflects a common challenge in the operational
aspects of business logistics, particularly in transportation, suggesting that improvements in this area could
lead to significant benefits for the respondents. The relatively uniform distribution of concerns across other
areas suggests that there are multiple facets of business operations that could be streamlined or enhanced.

Transport Warehousing IT tools Reverse logistics Ordering Packaging
c— ()

=5 = =

B —J

o 53% ) 33% () 3% @ 33% ) 27% @ 27%

Overall, transportation and cold chain management have been identified as the most challenging aspects
of SFSC logistics chain. These areas are critical because they directly influence the quality and safety of
food products. The analysis suggests that improvements in these sectors are essential for the effective
functioning of AFNs. Additionally, the need for better technological integration and infrastructure
development is emphasized as crucial for enhancing logistical capabilities. This would not only help in
addressing current logistical shortcomings but also ensure the long-term sustainability and growth of AFNs
in Slovenia.

Alternative Food Networks (AFNs) in Slovenia are faced with numerous challenges, many of which are linked
to their business models. An important initial step is to determine whether AFNs are directly engaged in
producing and supplying food products to consumers, selling to intermediaries and distributing through
logistics operators, or if they are more advanced AFNs with their own online platforms for sales and
deliveries using their vehicles and/or logistics operators. Regardless, they all confront the complexities of
product distribution and logistics. The organization of these activities is influenced by the number of
customers and their purchase frequency, as well as the variety and quantity of local providers' offerings.

Customer buying habits vary and often change, which presents a significant challenge for AFNs.
Understanding the volume of orders and the product range, especially for products requiring refrigeration,
is crucial. Season-specific orders impact decisions on warehouse management, equipment, and fleet
management. Although many orders are placed via phone, email, and online shops, there is considerable
potential to better utilize various communication channels and IT solutions.

Many AFNs provide delivery within a 50 km radius, and some extend over 100 km into other regions,
introducing new challenges in distribution and transport organization. They must also navigate various
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legislative requirements to ensure compliance with food safety and quality standards, facing stiff
competition from larger, established food and logistics providers.

*
*

Opportunities for AFNs include making more defined decisions about target groups and developing more
precise marketing strategies. Establishing trust with regular, steady customers to understand their product
needs and quantities is vital, leading to long-term cooperation, such as multiannual food supply contracts
with public institutions. This secures a regular income for AFNs, aiding in the planning of procurement,
sales, storage, and logistics.

Significant opportunities also exist in collaboration. By creating cooperative networks among local
producers, intermediaries, and logistics service providers, AFNs can optimize transportation resources and
improve operational efficiency. Adopting digital tools and IT solutions for order processing, warehouse
management, and supply chain visibility can spur growth and market expansion. Moreover, focusing on
sustainability initiatives, like eco-friendly packaging and sustainable farming practices, meets the growing
consumer demand for sustainable products, opening new market opportunities.

These insights illustrate a dynamic environment where logistical challenges and competitive pressures
coexist with significant opportunities for collaborative growth, technological innovation, and a focus on
sustainability in the AFN sector in Slovenia.

From a policy perspective, the findings suggest a need for tailored support mechanisms that consider the
unique challenges and opportunities within the SFSC sector. Developing policies that foster growth,
innovation, and sustainability in these networks could significantly contribute to a more robust and resilient
food system in Slovenia.

Overall, the findings suggest that while SFSCs in Slovenia are progressing towards sustainability and
efficiency, there remains extensive opportunity for further development, particularly in adopting advanced
logistics and technological solutions to address the identified challenges and opportunities.
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