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Farm Business Planning:  
Starting a Farm Business Plan 

10 March 201 
Nelson BC 

Why do you want to farm? 

•  To earn an income? 
•  To do something you enjoy? 
•  Outdoor and physical work? 
•  Other goals you want to achieve? 

–  Environmental 
–  Social 
–  Creative 

What skills and resources do 
you bring? 

•  Land? 
•  Education? 
•  Production/Growing? 
•  Management? 
•  Marketing? 
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What traits do you possess?   

•  Passion 
•  Marketing 
•  Ingenuity, Creativity, Adaptability 
•  Perseverance 
•  Continuing Education and Networking 

What support and obligations 
do you have? 

•  Family involved in your business idea? 
•  Income requirements? 
•  Financial resources to invest? 
•  Time to commit? 
•  Risk tolerance? 
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Digging into the Worksheets 

•  There are no right and wrong answers 
•  Starting points for discussions 
•  Compare answers with family members 

and business partner 
•  What are underlying values? 

Why talk about values? 

•  Design a business to respect your 
values 

•  Identify potential points of conflict 
•  Understand what motivates you 
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Setting Goals 

•  The first step in business planning 
•  Not a “to-do list” 
•  Understanding what you need and 

want to achieve 

Goals 
•  Identify your goals: 

–  Financial (Annual income? Savings? Retirement?) 
–  Business (short-, medium- and long-term) 
–  Personal (short-, medium- and long-term) 

•  Your goals should underpin your production 
plan; 

•  Measure your progress against your own 
goals, not against other farms 

Access to land Marketing Skills 
Family 

Business Partner 

Lack of growing 
experience 

Can I access local 
resources? 

Write a 
business 

plan for my 
agriculture 

idea 

Set my goals 

Market research 

Identify gaps 

Production 
research 

Financial Strategy 
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Setting SMART Goals  

•  Specific 
•  Measurable 
•  Attainable 
•  Rewarding 
•  Time-related 

Design a Business Idea 

•  What goals do you want to be able to 
accomplish? 

•  What resources do you have available 
already? 

•  What demand exists in the 
marketplace? 

Resources 
Available 

Market 
Demand 

Personal 
Interest 

Idea 
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Consider all options 

•  Don’t decide to do what someone else 
is already doing 

•  What isn’t being done? 
•  What isn’t being done well? 
•  Why isn’t it being done? 

There is no right answer 

•  There isn’t one form of farm 
•  A farm changes over time 
•  The important consideration is: 

–  Does the farm business help you achieve 
your goals? 

Financial Goals 
Basic formula to remember: 

Profit = Income - Expenses 
 

PROFIT = INCOME - expenses 
 

profit = income - EXPENSES 
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Realistic Financial Goals 

•  Rule of 5: 
–  Operating profit should be one-fifth of 

gross sales 
–  Profit should be large enough to pay off 

capital expenses in five years 

Example 

•  To earn $50,000 profit, expect to 
produce and sell $250,000 in product 

•  Lenders may have higher profit 
expectations: 
–  30% margin: $250,000 should net 

$75,000 

Is that realistic for your 
needs? 

•  How much income do you need? 
•  How will that change over time? 
•  Setting personal financial goals will 

help determine business goals 
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Planning	
•  Planning	is	the	process	of: 

•  Se3ng	Goals 
•  Iden7fying	Strengths,	Weaknesses,	
Opportuni7es	and	Threats 

•  Establishing	concrete	steps	to	reach	your	goals 
•  You	need	adequate	informa7on	in	order	to	
make	realis7c	and	informed	plans	

What is a business plan? 
•  Description of your business venture and the  

market context you face; 
•  Framework for your budget, production and 

marketing plans; 
•  Explains your ideas and plans clearly and 

completely; 
•  Your roadmap to success, benchmark for 

measurement. 

Formal vs. Informal 

•  Formal: a written document outlining 
your business plan. Can be given to 
investors, lenders and employees. 

•  Informal: a working folder or binder with 
your notes, research information, goals, 
etc. 
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Why write a business plan? 
•  Only 1 in 4 farms has a business plan 
•  This 25% of farmers tends to be: 

–  Be more business-oriented; 
–  More open to opportunity; 
–  More confident about the future. 

•  Plus, they tend to have increasing sales, 5x 
greater return on investments. 

•  They view farming as an opportunity, look at 
diversification and new ways of doing things. 

Elements of a Business Plan 
•  Business description 
•  Goals of the enterprise 
•  Market Research, Marketing strategies 
•  Production plan 
•  Financial plan 
•  Exit/succession plan 

Here’s the deal: 
•  You don’t want to grow something that 

you don’t have a market for 
•  OR: Figure out how you’ll sell your 

product before you grow it 
•  OR: Sell your product before it’s grown 

(but new growers take caution on this 
one) 
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Market Research is not 
Marketing 

Market research helps you understand: 
•  What is happening in the market? 
•  What unmet needs exist in the market? 
•  What is the size of a potential market? 
•  How can you access that market? 
 

Production Research 

•  Research what you can grow 
•  Can you actually grow it? 
•  Do you need more experience? 
•  What infrastructure do you need? 
•  How much will it cost to produce? 

29 

If you have land: 
•  What is your growing capacity? 
•  Soil Capability 
•  Water 
•  Climate 
•  Topography 
•  Regulatory Limitations? 

30 
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Looking for land? 
•  Consider what you want to produce: 
•  What infrastructure exists and what 

investments are necessary? 
•  What could you produce on available 

land? Consider growing capacity. 
•  What market access does the location 

provide? 

31 

What is the ease of entry? 
•  Capital costs and skills necessary: 
•  What financial resources will you 

need? 
•  What is the likely Return on 

Investment? 
•  What level of skill is needed for a crop? 
•  Can you access a market? 

32 

The Market 

•  The context where you will operate (i.e. 
the world in which you live/work) 
–  Break it down into smaller segments to 

identify YOUR potential market 
–  You need to identify WHO your market is 

before you can start marketing 
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Marketing Channels 

•  Formal Marketing Schemes 
•  Supply Managed Commodities 
•  Central Selling Desks 

34 

Marketing Channels 

•  Contractual Arrangement 
•  Marketing Agencies 
•  Co-operatives 
•  Processors 

35 

BC Tree Fruit (Co-op) 

36 
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Direct Organic Plus (Packer) 
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Marketing Channels 

•  Auctions 
•  Livestock 
•  Flowers 
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United Flower Growers (Co-op) 

39 
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Marketing Channels 

•  Direct Marketing 
•  Direct to Retailers (Wholesale) 

•  Green Grocers 
•  Butchers 
•  Restaurants 

• Direct to Consumers (Retail) 
•  On-Farm 
•  Community Shared Agriculture (CSA) 
•  Farmers’ Markets 

40 

Kootenay Co-op 
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Farmers Market 

42 
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Where can you research your 
market? 

•  Call retail purchasers 
•  Call wholesale buyers 
•  Speak with farmers market managers 
•  Chamber of Commerce 

•  Local purchasing patterns 
•  Local demographics 

What does my market want/
need? 

•  Is there an obvious gap in the market that isn’t being 
served? 

•  Alternatively, do you have a product/service that 
people don’t yet realize how valuable it will be to 
them? 

•  This helps to answer: What will I market? What 
options to I have for product development? 

Example: Kiwis 

45 
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Example: Kiwis 

46 

Example: Kiwis 

47 

Identify your market niche 

•  Why will the market want mine? 
•  What do I have that no one else is 

offering? 
•  What skills do you have that are 

unique? 
•  What crops are best suited to your 

land? 
•  Where are your customers? 
•  How are they purchasing food now? 
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Example: Artichokes 
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Your competitive advantage? 

•  What is your advantage? 
–  Do you have insight that others lack? 
–  Do you have skills that others lack? 
–  Can you meet quality expectations that 

other have trouble meeting? 
–  Do you have techniques or technology 

that others lack? 

How secure is your competitive 
advantage? 

•  Price/substitutes? 
•  Technology 
•  Ease of entry 
•  Ease of exit 
•  How big is your target market? 
•  How much of that market can you capture? 
•  What price are they willing to pay? 
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Is the market opportunity a 
business opportunity? 

•  A number of pieces must fit together: 
•  Demand for the product 
•  Access to the market 
•  Price you are able to charge 
•  Does this result in adequate profit? 

•  Use the Rule of 5: Profit is at least 1/5 of 
Gross Revenue; operating profit can pay 
off Capital Costs in five years 

52 

Enterprise Budgets 

53 

How will the market know about 
my product? 

•  When you have everything else figured 
out: 

•  Marketing should be considered 
•  Don’t over-commit before you know 

what you can produce 
•  Don’t forget about your production 

planning! 
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Feeding into your financial plan: 

55 

Market 
Research 

Sales 
Projections 

Income 
Projections 

Production 
Research 

Costs to 
produce 

Expense 
Projections 

Can you produce what you 
think you can sell? 

Additional costs of 
marketing 

Resources 
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Final thoughts 

•  Farm businesses usually start small 
•  Business plan = Your roadmap 
•  Reduce stress, increase certainty 
•  Use downtime to plan for busy times 

Management	Process	
Organizing	
(Winter/	
Spring)	

Direc7ng	
(Spring	
through	
Fall)	

Controlling	
(Spring	
through	
Fall)	

Planning	
(Winter)	

Planning	

•  Planning	is	the	process	of: 
– Se3ng	Goals 
–  Iden7fying	Strengths,	Weaknesses,	Opportuni7es	
and	Threats 

– Establishing	concrete	steps	to	reach	your	goals 
•  You	need	adequate	informa7on	in	order	to	
make	realis7c	and	informed	plans	
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Organizing	

•  Organizing	is	pu3ng	in	place	systems	and	
processes	that	will	help	you	opera7onalize	
your	plans 
–  Job	descrip7ons 
– Communica7on	channels 
– Training 
– Farm	office	

Direc7ng	

•  Direc7ng	is	Ac7on-Oriented;	Making	the	plan	
happen 

•  The	day-to-day	func7ons	of	your	business 
•  You	have	limited	resources	at	any	given	7me 
•  You	direct	your	resources	in	order	to	
accomplish	tasks 
	

Controlling	

•  Tracking work and results (record keeping)	
•  Financial	record	keeping	is	a	process	of	
control 

•  You	require	informa7on	to	be	able	to	monitor	
and	direct	plans	as	they	are	implemented 

•  Management	needs	to	ensure	there	is	a	
control	system	that: 
– Records	Informa7on 
– Analyzes	informa7on 
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Extra Steps 

•  Evaluating 
•  Assessing 
•  www.pledgetoplan.ca 
 

Management	Process	
Organizing	
(Winter/	
Spring)	

Direc7ng	
(Spring	
through	
Fall)	

Controlling	
(Spring	
through	
Fall)	

Planning	
(Winter)	

You are a manager 

•  Even if you are the only worker in your 
business, you still need to be a manger 

•  You manage tasks, information, 
decisions 

•  Before you hire someone to work for 
you, see what tasks you can contract 
out 
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Work on your business 
•  When you have time to work on your 

business, you are able to think 
strategically. 

•  Consider the time you devote to record-
keeping 
–  Could you better use this time to earn more 

money in your business? 
–  Or have more free time for yourself? 
–  Or feel more confident in your daily decision-

making? 

Opportunity costs 
•  By hiring a bookkeeper you present yourself 

with an Opportunity Cost 
•  By spending some money (the cost) you free 

up time for other tasks (the opportunity) 
•  A bookkeeper can do your financial records 

faster than you 
•  You can manage your business better than 

anyone else, providing you with a better 
financial return 

Management and control 
•  Control is a primary function of management 
•  You require information to be able to monitor 

and direct plans as they are implemented 
•  Management needs to ensure there is a 

control system that: 
–  Records Information 
–  Analyzes information 

•  Set aside time weekly to organize and time to 
manage 


