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In this session…

• What is value-added?
• Opportunities
• Challenges
• Factors of Success
• 5 Major Steps to Creating 

Value-Added Products
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What is value-added?
• Allow producers to earn a 

greater portion of consumer 
expenditures by processing, 
packaging or marketing 
crops, livestock or farm 
resources.

Why?
• Opportunities to increase 

financial returns
– Remove middlemen from 

supply chain
– Take advantage of demand 

for fresh/local products and 
experiences

– Use product that would go to 
waste

– Market small quantities

https://data.ers.usda.gov/reports.aspx?ID=17885



https://data.ers.usda.gov/reports.aspx?ID=17885

Grinder’s Switch Winery



Hatcher Family Dairy

Donnell Farm Meats



Opportunities 
2017 Census of Agriculture Data - KY

• Number of farms reporting production 
and sales of value-added agricultural 
products

889

• Sales of value-added agricultural 
products$11.610 million

• Average per farm sales of processed or 
value-added products sold$13,060

https://www.nass.usda.gov/Publications/AgCensus/2017/Full_Report/Volume_1,_Chapter_1_State_Level
/Kentucky/st21_1_0002_0002.pdf

Opportunities 
2017 Census of Agriculture Data - TN

• Number of farms reporting production 
and sales of value-added agricultural 
products

757

• Sales of value-added agricultural 
products$16.027 million

• Average per farm sales of processed or 
value-added products sold$21,168

https://www.nass.usda.gov/Publications/AgCensus/2017/Full_Report/Volume_1,_Chapter_1
_State_Level/Tennessee/st47_1_0002_0002.pdf

Opportunities
Locally sourced food… 
1. Provides social benefits to 

consumers
2. Is good for local economies
3. Is healthier and safer
4. Is more resilient to supply 

chain disruptions
5. Is better for the 

environment

https://www.forbes.com/sites/daphneewingchow/2020/07/30/covid-19-
has-given-consumers-five-new-reasons-to-eat-local/#4cad1a73ccc4



Challenges 
Farm Production
• Input Selection 

and Purchase
• Soil Fertility
• Planting
• Cultivating
• Disease Control
• Weed/Insect/ 

Wildlife Control
• Fertilization
• Irrigation

• Harvesting

• Field Sanitation
• Labor
• Records Keeping
• Farm Inspection/ 

Certification
• Marketing

Value-added Enterprises
• All Production Issues
• Processing 
• Packaging
• Storage
• Regulations
• Marketing
• Distribution
• Customer Service
• Additional labor

New Food Product Stats

• Number of new food products 
launched each year15,000

• The success rate for new food 
and beverage products10%

Product is only one piece of the puzzle.
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Why Businesses Fail (The 3 Ms)

Money
Capital & 
Cash Flow

Management
Skills & 

Experience

Marketing
Knowing & 
Accessing 
Customer



Factors of 
SUCCESS

Management 
Skills
Labor
Costs

Organizational
Strong

Financial
Position

Long-term
Commitment

Marketing
Savvy –

Connect with 
Customers

Regulatory 
Acumen

People
& Customer 
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Produce 
Quality 

Products 
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How achieve profitability?

Manage 
Costs

Manage 
Production 
Quality & 
Efficiency 

Manage 
Production 

Price for 
Profit

Build 
Repeat 

Customers

Build 

Achieve 
Sales 

VolumeVolume

Manage
Risk

5 Major Steps to
Creating Products

1. Assess your resources, 
mission and goals.



Do you have what it takes?

• Self-starter
• Responsible
• Leader
• Hard worker
• Effective communicator
• Adapt well to change
• Accepts risk
• Decision-maker
• Family support
• Healthy

• Ambitious
• Competitive
• Lifetime learner
• Goal-oriented
• Creative
• Patient 
• Proactive

Personal 
Assessment

Factors of 
SUCCESS

https://www.linkedin.com/pulse/why-only-few-super-successful-people-naveen-
raju/

Answer These Questions
• What will you specifically accomplish?Specific
• How will you know when you have 

reached this goal?Measurable
• Is this goal attainable with available 

resources? Attainable
• Does this goal positively impact your 

mission and align with your values?Relevant

• When will you achieve this goal?Time-Based



2. Research the market.
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• What and how much is 
needed or desired?

• What is valued?

• What competition 
exists?

Is there a 
need/want your 
business can 
fulfill?

Take a Market Driven Approach

Whole Foods Top 10 Food Trends
1. Well-Being is Served
2. Epic Breakfast Every Day
3. Basics on Fire
4. Coffee Beyond the Mug
5. Baby Food, All Grown Up

6. Upcycled Foods
7. Oil Change
8. Boozed Up Booch
9. The Mighty Chickpea
10. Fruit and Veggie Jerky

https://www.wholefoodsmarket.com/trends/top-food-trends-2021



A portion of the population with a

1. Need/want that your business
can fulfill

2.  Willingness to purchase

3.   Ability to purchase

Your first and best customer

Identify 
Target 

Audience

Take a Market Driven Approach

• Is there adequate market 
size and potential share?

• Able to produce at a cost 
low enough and sell at a 
price high enough to 
generate a profit?

Does a 
profitable 
market exist?

Additional Resource
• Food Product Cost and 

Pricing Tools Webinar 
Recording
– Instructor: Hal Pepper
– tiny.utk.edu/FoodCost

3. Investigate the regulations.
• Product manufacturing/marketing

– Food manufacturing, pet foods and pet treats, soaps 
and cosmetics, agricultural inputs, etc.

• Business license and taxes
• Sales taxes
• Employment regulations
• County planning and zoning



Regulations - Examples

• https://www.kyagr.com/marketing/documents/FM_Commercial_Food_Manufacturing_in_Kentucky.pdf
• https://fcs-hes.ca.uky.edu/homebased_processing_microprocessing

Regulations - Examples

cpa.tennessee.edu

4. Develop a business plan.
• Farm businesses that 

developed a business plan 
were 2x more profitable!

• Producers who communicate 
were 21% more profitable!

Dr. David Kohl
Business Planning Lite 

Business planning helps determine:

• Where you are
• Where you want to go
• How you plan to get there
• What resources are 

needed
• Is it possible
• Expected results



The business planning process helps:
• Identify values important to you and your team
• Organize and prioritize
• Identify management tasks and people responsible, 

gaps, challenges and opportunities
• Communicate your vision, objectives, resources and 

financial considerations
• Develop a proactive mentality
• Defines when goals are reached

Business Planning Resources
• Building a Sustainable Business

https://www.sare.org/Learning-
Center/Books/Building-a-Sustainable-
Business

• AgPlan: On-Line Plan Writing 
https://agplan.umn.edu/

• Small Business Development 
Centers

5. Assess and manage risk.

This Photo by Unknown Author is licensed under CC BY

Types of Risk
•Laws/regulations
•Injury to customer or employeeLegal
•Death, divorce, disability, disagreement
•Employee turnoverHuman Resources
•Weather, natural disaster, road construction, otherBusiness Interruption
•Weather, disease, pests, errorsProduction
•Cash flow, cost or availability of credit
•Damage or loss of personal propertyFinancial
•Ability to attract customers
•CompetitionMarketing
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Risk Management Methods
• Obtain food 

safety training
• Follow GMPs
• Develop recall 

plan 

• Purchase 
insurance

• Choose not to 
produce or 
market a certain 
way

• Save an 
emergency fund

In Review
• Value-added is 

in...but it’s not easy.
• Assess your 

resources and the 
market potential.

• Develop a plan.
• Use available 

resources. This Photo by Unknown Author is licensed under CC BY-NC-
ND
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