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First Things First!




Center for Profitable Agriculture

Mission

To increase the value and profitability
of Tennessee’s food and fiber economy
through new, expanded and improved
processing and marketing of agricultural
commodities and farm resources

ADDED



o

What We Do! R s
e UT Extension Department
— Partnership with Farm Bureau and Dept. of *!
Ag. o
e Focused on “Value-Added” o=zl

— Created in 1998
— 6 Full-time Positions (+/-) =R

e One-on-0One (V-A) Enterprise
Analysis

— Team effort (production, marketing, financial)
— Studies, Analyses, Project Reports, Evaluations

e Qutreach Teaching (V-A)

e Development of educational
materials




Adding Value
o
Farm Commodities
and Resources
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What i1s Adding Value?

e Doing something to makes a

product worth more to VALUE
consumers.

e Doing something that
Increases the farm portion
received from a
commodity/product.

e Fry it, pie it or put it in cider.

e Processing, Packaging and
Marketing




Farm Value of Food Dollar
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Examples

e Apples . . . . ... Apple Jelly,
Cider, Pies
e Sweet potatoes . . . Pies, Muffins,
Chips
e Cattle/Hogs. . . . On-farm butcher
shop
e Soybeans/Corn . . . Biodiesel,
Ethanol
e Farm Waste . . . . Packaged

Fertilizer



West Tennessee Peach Orchard Has
P-Y-O and Markets Breads, Relishes,
Cookies, Jams & Jellies




East Tennessee Dairy Opens
Cheese Plant and Offers

Specialty Farmstead Varieties e
CHEESE PRESS



Tennessee Apple Orchard
Markets Direct and
Features Apple Butter




Other Project Examples

Dotta Sue Cookies Merritt Pop



More than half of our projects
have been food related.




Types of Food Projects

Beef = 8%

Specialty Crops = 15% Chicken/Ostrich/Pork = 12%

Fish/Shrimp = 8% Dairy/Cheese = 8%

Lamb = 8% Vegetables = 38%

Cookies = 3%

N
. Food = 55% h




Primary Role of CPA




Many guestions are similar.

Many answers
are similar!




Some of the similarities:

e We've got a good recipe, can
we make money selling it?

e Everybody loves it, how can
we get legal?

e How do | get a bar code?

e \We’ve been selling some and
now we want to go to
grocers, do we need to get a
permit or something?



There’'s more to Hickory-Nut Pie
than hickory nuts!

e Eggs

e Corn Syrup & Sugar
e Flour, Vanilla, Salt
e Hickory Nuts

e Labor

e Kitchen

e Oven

Utensils and supplies
Electricity
Permit/Inspection
Pie pan/Cover

Label

Advertising &
Promotion




Adding Value Through
Commercial Food Processing
(PB 1710)

e Overview of commercial kitchen
considerations

e Requirements

e Construction

e Quality Control

e Marketing

e Costs

e Other Considerations
e Feasibility




Why Consider a V-A Food
Business?

e Net farm income is low.
e Consumer expenditures are high.
e Farm portion of

consumer spending
IS shrinking.




Why Is planning important?

New skills are needed.
No guarantee of success.

More of a “small business”
environment than “agriculture.”

More than a good idea is needed.
Failure rate is high (70 to 80%o)

Rarely does v-a save a struggling
farm.

A unique combination of resources
IS needed.




How Many Go Forward?

Figure 1

“How Many Go Forward?”

Business Planning & Equity Drive




Requirements/Regulations:
Just an Overview!

Facility? (Health Dept, Dept of Ag, USDA, FDA)
Business License

Zoning
Permits

Good Manufacturing Practices
Food Regulations
Weights & Measures

Labeling
Allergens

Nutrition Facts

Serving Size 1 jar (1400)

Amount Per Sendng
Calories 110 Calories from Fat O

Total Fat 0g
Saturated Fat iy |
Chloasterol Orrig
Socium 0rmig
Total Carbohy drate 27rng
Diatary Fibear 4q
Sugars 0g
Protein 0g
|
% Daily Value
Protein 0% - Witamin A 6%
WVitamin < 45% Calcium 2%
Iran 2%




Construction

GMPs
— Floors and walls
— Space between equipment and walls
— Installation must accommodate cleaning
— Hand-washing sink
— Self-closing doors
Floor Plans
Regulations
Volume
Product-line Diversification
Time & Motion Efficiency
Storage
Equipment
Costs
Space? (Large = 1496 sqg. ft., small = 548 sq. ft)

"SMALL" KITCHEN PLAN
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A HAND SINK | TABLE TOP SLICER

B 3-COMPARTMENT SINK J TABLE TOP DICER

C WATER HEATER K TABLE TOP MIXER

D PREPARATION TABLE L TABLE TOP SHEETER
E 20-GAL. STEAM KETTLE M WALK-IN COOLER

F STOVETOP N WALK-IN FREEZER

G CONVECTION OVEN FD FLOOR DRAIN

H TABLE TOP MEAT GRINDER

548 SQUARE FEET



Quality Control

“instill product quality and promote food
safety”

Cleaning

Sanitizing

Personal Hygiene
Sanitary Design

Pest Control

Wastewater

Handling raw ingredients
End-product analysis
Quality assurance analysis




Marketing

Often a complex
topic to tackle.

Many overlapping
ISsues.

Focused on selling
(more) products. ._ JEiel g i
The sale of products = A EE T

generates revenue. |,

L
' ,"ﬁfﬂlﬂllﬁi"fl'f



Marketing continued . . .

First - - Evaluate and understand the industry/environment.

e Competition

e Segmentation

e Target Market?

e Niche Market?

e Wholesale/Retall
e Broker/Distributor
e Product Position

e Packaging & Labeling
e Advertising

e Promotion

e Product image




Marketing continued . . .

e Marketing budget
e Price analysis

e Estimating sales:

> CO m m O n Se n Se eveloping and Evaluating New Market Dpp_l:}.l_'tl.Jﬂilir'_"S
Approach '

— Survey Customers

— Average Number of
Businesses

e PB # 1699 “Marketing
for the Value-Added
Agriculture Enterprise”




Costs

e Start-up Costs

e Operating Costs

e \Variable Costs



Kitchen Equipment:

HANA-WASHING SINK 1.0 s st e s s i s s
Stainless-steel Preparation TAbIE ... s simiss s s s o s s s s s s s
20-Gallon SEEAM KEEIE. ... e e e e e e e e e e e e e e s e s b

Range Top ...
Convection Clvm

Start-Up Costs

Stamless-stael 5|I:er]D|cer Table

o TS T i o] e e e e e e e

Walk-in Freezer ... .
Wire Shelves for Dry Sturage
Cold-storage Shelves ...

Thermometers, Kmves, Utenmls 5ca|es, Pans, anls and Cliher Small Eqmpm:m . .|

CLEANING SUPPUES ... 1010010000 0 s 815 1 5 i
CTIOETIES LLOCKET 1..ve e vee e vessves e s e 58 s e e 5 58 18 5 5 58 0 50 5818 o B e 5 e e

Office Expenses:

DK oo et ettt h e ek ekt e A e ek ek e s et it e ba e ek e be e ettt
CRATTS i e e e e s e e

Adding Machine ...

Filing Cabinets ..o

BT .ot ot et et ettt e cebeees oot s Sieh e Sbs b it eeh ek eee e i Sh i Shk ek EeEA CeE et Sheh St Shi shit eek ke s ek et e chi e

Fax Machine ..o e ceerervneenn
Supply Cabinet ..........ccccconvnnn

Other Start-up Expenses:
Licenses & Permits

SUPPHES .o ssns s s s
UIHHEEIES oo oo oo s e et s et s e ot e i st e siee st ss s eee 2000
Marketing ........c.cc




Operating Costs

OPERATING EXPENSES
An evaluation of a commercial kitchen’s operating costs should be done on an annual basis,
where the overall costs to operate the business are considered.

Annual Payment on Start-up costs (5 years) ... i i s s s s s s sesssss e 930,800
Utilities

E3EI5 oo iies iesiescressrs sessses she obs ssss ses sbs sbss sbs S0t bhbs buS40E S0k S0t HES ShES S0k bat babs sbs sek sase ke sbn sssn see sbs srus sn ass snse sus sns sess sns sens S0

TVBBET Lo oot it ettt she sin siie e e ohss bes et s s0s sas sibs sh 60 £hes et S0t S0b sk sb ssbn sbn sbs sbes bus ons bnsk ans ses sesn snn sen sene sne see s S 000

TElEPROME ... i st s e i i e res s s s s s s s s sins sns sas shs s s s sbs sas sans son sns sass s s D)
HIred Labor oo ot it it e s cae ses sees es sas sess ses sbe sbss sbs ses snes sas sss sess sns sossnss ss ses sans sns ses sess sos sss sesesee e LU0
Cleaning SUPPHIES ... i s i s s s saes s sns sres ses sns sbes ses sns stss sos sns suss sss sns sess sis sss sens sss sve sene OO0
ITUSUITATICR ¢« v tee s e ees s e rove e cassbss b sas sss srs sos bass bes sas sbes sbe bhe sase ae sas ssnsssn sns ssss srs ses sers sen ses saes ses sus srne sse ses sese SN0
Repﬂlrs ke aebe sabe ks sk ssis sek sse sesk sea ses bees Ko bee ke Shs abs sebe shs sk sssn sns ass sesk sre ses seee ses see sres sns sre sese ses ses s SO
AATIEOTTMI DI .o cive it iiis o e cees e ses shes cee sbs shs sas sas sbs s0s o200 S0rs S0s Sas bss S0t bbbt HhS £8S S5be SE8 S08 S0bs 208 S0k bars bes bes bss bes st s .5,.51]1]



Variable Costs

Summary of Variable Costs
Per 8-Ounce Jar

Strawberries $0.50
Sugar 0.12
Jar Lid 0.08
Glass Jar 0.35
Packaging Accessories 0.16
Label 0.04
Labor 0.71

Total variable cost per jar $1.96




Other Considerations

e |nsurance
e Packaging
e Bar Code

e |[nternet Presence & E-
commerce




Feasibility

e Break-even calculation

Break-even Calculation
Operating cost = $98,300
Variable cost per jar = $1.96

Estimated average sales price per jar = $3.20
$98,300 7/ ($3.20 - $1.96)
$98,300 7/ ($1.24) = 79,274 jars




Other Resources:

1%! mm-
-
Evaluating the

Potential of Success for
Ualue-Added Products
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Spring Hill, TN 37174

(931)486-2777

cpa@utk.edu
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