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Preface
Selling Local Foods in Missouri
Selling is as important to fruit and vegetable growers as a high yield. Producing fruits and vegetable
crops is often relatively easy, but finding a market or optimal combination of markets can be
challenging. Low transportation costs and the ability to produce vine-ripe, fresh fruits and vegetables
give Missouri growers a competitive advantage in marketing many types of vegetables. Seasonextending technology, such as high tunnels, can expand the growing and marketing windows of many
Missouri-grown fruits and vegetables. Missouri growers can grow varieties and types of fruits and
vegetables that cannot be found on the average supermarket shelf.
Many market outlets are available to Missouri growers. These include community farmers’ markets, “upick” (pick-your-own) sales, on-farm or roadside markets, wholesale produce auctions, restaurants,
institutional sales, marketing cooperatives, supermarket sales and community-supported agriculture or
subscription farming.
Selling Local Foods provides beginning growers, and existing growers that would like to diversify, with
general information and tools to make important production and business decisions. Selling Local Foods
will help you make informed decisions regarding new crops, diversifying your current operation, or
adding value added products, and help you determine the best venue for selling your local crop.

Selling Local Foods puts you in the fast lane for success as a commercial producer. So be sure to
take the first four modules, since these offer you a solid foundation for your dreams and plans
of becoming a commercial grower.
Here’s what they offer:
•

•

•

90 minutes will fly by in our Business Planning, Budgets and Liability module. Business
planning provides information and resources for anyone in or considering commercial
production. You’ll also get hands on experience writing your business mission
statement, business plan and goals.
Food Safely and Food Label Claims functions hand-in-hand with Produce Care and
Management. Food Safety is a fast-paced, 90-minute session that will cover best food
safety practices from your field to market. Produce Care spends a quick 30 minutes
providing details and resources to make sure your production efforts arrive at market in
top form to command the best price! You must get these two modules so you can
navigate regulations and deliver the freshest and safest products to your customers.
If you sell direct-to-consumer, through a distributor, have a farm stand, or sell through
any other venue, Customer Service and Merchandizing offers a wealth of customer
service and marketing tips and resources in this 45-minute module. Communication and
relationships are key – no matter where you sell.

Did you know: research has proven that selling through multiple venues is the No. 1 key to
profits for most successful local market growers? So we offer you nine, 30-minute modules,
each providing an overview of different sales venues. These modules will guide you through
the ins and outs of selling -- from Amish and Mennonite produce auctions to agritourism and
farm stands. Take advantage of as many modules as you can; they will help you make informed
decisions and choose sales venues to put money in your pocket, right from the start.
Our sales venue modules include:
•

Selling at Farmers’ Markets—Have you dreamed about one day selling at a farmers’
market? Come to this session to learn about the advantages, and yes, disadvantages of
selling at a farmers’ market. We’ll provide you with information you need to decide if
selling at a farmers’ market is right for you.

•

Community Supported Agriculture (CSA)—Why do a CSA? What are some of the
common misconceptions regarding CSAs? Did you know there are multiple CSA
business models, and advantages and disadvantages related to each? After you
complete this module you’ll know ways target, develop, grow and retain your CSA
customers.

•

Produce Auctions—How did produce auctions get started? How many auctions are in
Missouri? Who do I contact? What are their regulations? Facilities? Come learn about

the many facets of selling at a produce auction. Find out how an auction might be a
great venue for your products.
•

Selling to Institutions—What is an institution? There are more kinds that you might
think. In this mocule you’ll discover how to you can get your foot in the door and the
benefits of partnering with different types of institutions. You’ll discover how selling to
an institution can foster community relationships and open the door to a variety of
other marketing channels.

•

Selling to Restaurants—Our Selling to Restaurants module will describe all of the
benefits and unique opportunities associated with selling to restaurants. You’ll hear
directly from chefs what is important to them and how to get started. We’ll include
some key resources to make planning and communicating with chefs just that much
easier.

•

Selling to Grocery Stores—This session will provide you with some key tips for selling to
grocery stores. This module will dive into the specific topics you need to consider if you
sell to grocers including producer-retailer relationships, pricing, packaging, quality, and
quantity.

•

Selling Wholesale/Food Hubs—Learn about the different types of wholesalers and the
advantages of marketing through distributors. We’ll explain food hub classifications and
identify potential challenges you might face when selling to wholesalers so that you are
prepared. Wholesale appeals to many farmers because it allows you to focus on what
you’re good at - production.

•

Kitchens and Other Local Foods— Did you know that the percentage of meat in a
product determines which regulations you need to follow? This module will detail the
ins and outs of regulations for jams and jellies to pasta and eggs, meat and jerky. While
many farmers think of local foods as produce, you will find that there are other products
that you can sell locally.

•

Agritourism, Farm Stands and U-Pick—This session will explore the crossover between
agriculture and tourism industries. You will learn about key ways you can adapt your
farm and growing practices so that you can participate in the agritourism industry
through u-picks, farm stands, and events.

Don’t get surprised by the unexpected. Learn, plan and be proactive to ensure your success
whatever sales venues you choose.

The reason most businesses fail is due to lack of
planning. The development of a business plan should
be the first step for anyone considering business
startup or expansion. Even if this plan shows there is
no potential for this business, then you have saved
time, effort and money. A business plan makes you
think through the details and encourages the use of
outside resources to get the best results. This plan is an
important roadmap for the business owner, operator,
and employees. Nearly all lenders will require a
business plan if they are loaning money for the
business.

There are seven common parts to a business plan.
These include the Executive Summary, Business
Description, Strategic Plan, Production and Operations,
Marketing, Personnel, and Financials.
All sections are important, but if you were going to a
lender for financing, they will most likely review your
executive summary and financials first.
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Executive summary needs to be very clear and to the
point. In it, you need to highlight all of the key points of
your entire business plan. It should be well-written,
concise, and no more than one to two pages.

History
Whether you are a new business or a century farm, you
have a story to share. This story helps to build
credibility and trust – an important foundation for your
business.
Facilities
Facilities may be a large or small part of your operation,
depending on the type of business you have. Facilities
include land, buildings, corrals, bins, storage buildings,
public restrooms, and recreation areas
Location
Be realistic about your location in regards to
population, access from major roads, on-site
infrastructure such as parking for tourists or truck
access for loading. Typically, consumers will travel 20–
40 miles to experience agritourism. There is a growing
trend to travel further if the experience merits and if
the journey (infrastructure to get there) is good. Good
signage is important to improve convenience for
consumers.
Type and size of business
Are you a wholesaler, retailer, service provider, etc.?
Many local food sellers will be a combination. Size
definition may be in number of acres, volume of
product, dollars in sales. Be detailed and specific. Any
numbers here should match your financial section.

8

Types of Business Structures
1. Sole proprietorship
2. Partnership: General or Limited
3. Limited Liability company or Partnership (LLC
or LLP)
4. Corporation: C or S
The majority of businesses, especially farm-related
businesses, are still sole proprietorships which are
typically a husband and wife that operate under their
social security numbers for tax purposes.
The fastest growing business structure in the United
States is an LLC, which is limited liability company.

General partnerships are not usually recommended. In
a general partnership you are liable for your partner's
actions. In limited partnerships, your liability is limited
to your financial share of the business.
Limited liability companies and partnerships are a
popular form of business structure because they offer
protection similar to a corporation, without near as
much paperwork, and are easier to dissolve if
necessary.
LLCs are reasonably inexpensive to set up. There is a
$120 state fee (2016) to file for an LLC.

The real power of a limited liability company or limited
liability partnership is in the operation agreement. In
Missouri, you can have a one person LLC. If you have
more than one person, it's very important that you
write your business plan into your operating
agreement. You need to specify who is going to bring
money to the table, and how much. Who is going to be
responsible for each aspect of your operation including
personnel, facilities etc.? You need to spell everything
out in your operational agreement so that it's very clear
who's going to be responsible for what.
Sometimes partners disagree with each other or you
have disputes. If conflict of some type happens down
the road, then you can fall back on the details of your
agreement. Through good communication and a clear
9

operation agreement, many conflicts can be resolved.
Lastly, there are C corps and S corporations. They
require a great deal of paperwork but do offer very
good protection of business assets.

You need to consider your business structure. Explore
your options. Business structure is a form of risk
management. We're going to talk more about other
forms of risk management, but business structure is
one way to manage some of your legal and financial
risk.
Factors to consider in choosing a business structure
• Legal restrictions
• Liability
• Type of business
• Earnings distribution
• Capital needs
• Taxation
• Estate Planning
• Number of employees
• Tax advantages and disadvantages
• Length of business operation
• Succession

A strategic plan includes things such as your mission
statement, your goals and objectives, a SWOT analysis,
(strengths, weaknesses, opportunities, and threats),
and an exit plan.
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Business Exit Plan
Every business should begin with an exit plan. Part of a
good strategic plan is knowing when to get out of the
business. Leaving the business may be for several
reasons including death, investment sale of the
business, health considerations, or lack of profitability.
Your plan should include contingencies for all these
scenarios.

For example, if you want a family member to follow you
into business, then your succession plan should allow
for at least 5 years for that transition to take place
during which time that person gradually assumes
business responsibilities.
A successful succession plan involves identifying a
successor, and then gradually turning over the business
usually over a period of 5 to 10 years. In most
situations, transition begins with labor, the heavy
lifting. Then gradually management responsibilities are
transitioned to the successor. An exit strategy is an
important aspect of your business plan to consider.

A mission statement is a summary of the purpose and
values of your farm or business. Ideally, it will be just
one or two sentences.

A mission statement looks at the big picture of your
family farm or business, and it describes the direction
you want your farm, business-or family or personal
growth-to take. It is the key to your ability to make
change. It is short, clear and motivating.
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We use a goal writing technique called SMART goals:
strategic, measurable, attainable, realistic, and timely.
Develop both short and long term goals.
Short-term goals
Less than 1 year
Intermediate goals 1-5 years
Long-term goals
Over 5 years

Write goals down and post where they are visible to the
whole family.
Check off goals as you achieve them. Celebrate!
Estimate resources needed to accomplish goals.
Make goals challenging yet achievable.
Create goals with, not for, your family.
Set realistic deadlines.
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SWOT stands for strengths, weaknesses, opportunities,
and threats. The first two, strengths and weaknesses,
are internal to the business. The opportunities and
threats are external to the business.

Think about the strengths and weaknesses that you
have internally. Maybe you have excellent land for
growing your produce. Maybe one of your weaknesses,
though, is labor.

Opportunities and threats are external. Perhaps you
have the opportunity for another contract. Perhaps you
see new regulations as a threat.
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SWOT Analysis: Biggins Family Farm
This sample SWOT analysis lists the strengths, weaknesses, opportunities and
threats of the Biggins family farm.

Strengths

•

Diversified farming operation- grain and
livestock

•

•
•
•

Diverse investments, both farm and non-farm
Strong equity and financial position

•

•

Future generation interested and involved in
farm
Wife sees need to plan for future

•
•
•
•

Opportunities
•
•
•
•
•

Weaknesses
Not sure farm is large enough to
support two families
New generation, Jacob, returning has
limited experience beyond home
farm operation
Two generations farming together
No estate or succession plan in place
Cattle operation needs genetics
upgrade
Two heirs, Ryan and Anne, are no
longer tied to farm operation

SW
OT

Opportunity to improve livestock and add
value
Opportunity to intensive graze
Flexibility to develop estate and succession
plans
Farm's proximity to population and good
roads
Possible cash infusion from nonfarm heirs
under right business structure

Threats

•
•
•
•
•

Two off-farm heirs' potential impact on operation
Cost of possible nursing home or long term care

•

Jacob doesn't have the money to buy out siblings
Outside factors

•

Mom or Dad remarrying and lack of a current plan
Operation needs to expand to remain relevant
Jacob increasing farm's net worth and not being
compensated for it
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SWOT Analysis: Small Business
This sample SWOT analysis lists the strengths, weaknesses, opportunities and
threats of a small business.
•
•
•
•
•
•
•
•

Strengths
Well-trained owner-manager
Clean premises
Friendly customer service
Meets a wide variety of basic needs
Adequate shelf space for current product lines
Strong customer base
10% growth in sales each year for the past
three years
Key employee interested in buying business

Opportunities
•
•
•
•
•
•
•

Weaknesses
• Owner-manager is 60-years old
• Children do not participate in
business
• Square footage limits expansion
further growth
• Children not interested in taking
over
• Key employee needs
management training
• Owner-manager is the face of the
business
• Key employee lacks funds to buy
business

SW
OT

Located in affluent tourist destination

•

Aging vacationers stay longer
Growing population

•

Lack of competition
Online inventory ordering reduces delivery
wait time
Wide variety of new cultural businesses
opening in area
City has a strong “Buy Small, Buy Local”
program

•
•
•

Threats

Competition may move into area with population
growth
Economic conditions are affecting tourism in the
area
Lending environment is currently strict
Franchises rumored to be looking at the area
Sales tax rate higher than neighboring
communities

SWOT Analysis
A SWOT analysis is a tool for understanding your farm’s or business’s
strengths and weaknesses and for identifying opportunities and threats it
faces. Strengths and weaknesses are usually internal, and opportunities and
threats are usually external. What are your farm’s or business’s strengths,
weaknesses, opportunities and threats?
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Strengths

Opportunities

Weaknesses

SW
OT

Threats
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Production and operations is an important section of
your business plan. Look at your enterprise. Crops,
livestock-what is it you do? You might custom farm.
Are you in organic production, natural, conventional?

Example: A farmer had an organic farm, and one of the
things that he required on his lease agreement was
that tenants would follow organic practices.
Those types of things are really important and need to
be spelled out in this section of your business plan.

Risk management
This should include risks that can be understood and
mitigated through on-site management and insurance
coverage. On-site management may include such
practices as posting “no trespass” or “keep out” signs
in areas that are off-limits to the public; filling unused
wells on your property if customers are going to be on
that property; and removing temptation such as taking
the keys out of a 4-wheeler.

Strategies to reduce landowner liability:
In order to manage risk, one must understand the
status of the visitor. Visitor classifications include
trespasser, licensee, and invitee.

Risk management entails understanding the status of a
visitor. In addition, businesses should protect
themselves through insurance. The amount of
insurance will vary with the asset investment and the
level and type of business activities.
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Trespassers - You are liable for injuries resulting from
willful misconduct. For example: if you set traps to
catch trespassers and they get injured. Even though
they trespassed, you will be held liable. Trespassing
minors, are a big liability. The law says that minors
cannot make decisions for themselves, so you are
responsible for helping them make the right decisions.
That means, if you have a swimming pool on your
property, and you're having people coming out for
agritourism or U-pick, you probably want to put a lock
on that swimming pool gate. If you have tractors or 4wheelers, pull the keys.

Licensees are individuals you give permission to be on
your property, and do not charge a fee. For example,
friends, business associates and family members are
considered licensees. It is your duty to warn them of
any known dangers your property could pose.
Invitees–are individuals that pay a fee or provide a
service in exchange for the right to access your
property. For these visitors, you must inspect your
property for hidden dangers and make every effort to
inform invitees of them. Provide them with a map of
any hazards they may encounter.
Most businesses require a minimum of a county
business license from the county clerk. If you are
located inside the city limits, you will likely be
required to purchase a city license. Different types of
entities may require other licenses, likely through the
Missouri Department of Agriculture.

Business Licenses
Most counties and cities require a business license.
Some industries require permits or licenses. A good
place to start identifying these is the county clerk, city
clerk, and any associations that operate in the line of
work you are in. County Health Departments may also
have requirements. The Missouri Department of
Agriculture and the Secretary of State may also require
filings with them.
The kind of licensing and regulation varies greatly
between types of businesses.
26

If you are considering slaughtering and processing
meat or poultry for sale or distribution within the
state, contact the Missouri Department of
Agriculture, Animal Health Division.
(http://agriculture.mo.gov/animals/health/)

Processing of eggs in Missouri falls under the
jurisdiction of the Missouri Department of
Agriculture, Egg Licensing and Inspection Program.
http://agriculture.mo.gov/weights/device/egglic.php

If you are planning to slaughter and process meat or
poultry, or process eggs for sale or distribution outside
the state, you should contact the United States
Department of Agriculture (USDA)
http://www.usda.gov/wps/portal/usda/usdahome?co
ntentidonly=true&contentid=FSIS_Agency_Splash.xml
&x=12&y=3)
These are just some of the many examples of food
processing, there are hundreds of different processes
and products that would qualify a person or
organization as a food processor. Please contact the
Missouri Department of Health and Senior Services,
Regional Food Processor Inspector
(http://health.mo.gov/safety/foodsafety/pdf/Process
or_Brochure.pdf) for information specific to your
operation or the operation you are considering.
(Source: http://missouribusiness.net/article/doingbusiness-in-missouri-taxes/)

Farmers should conduct a market analysis to
determine if a potentially profitable market exists for
what they want to do. Producers should be able to
investigate and answer the following questions to help
them determine whether there is market potential for
the business:
•

Is there a need in the marketplace for a business of
this kind or room for another one?
27

•
•
•
•
•
•
•
•
•

Are there customers interested in paying for what
you are offering?
Can these customers be identified and reached
through promotional efforts?
How much product is a typical customer likely to
purchase a year?
Which types of promotional efforts are likely to be
needed and how much will they cost?
How much are customers willing to pay for your
product?
What other sources of local products currently
exist?
What are the characteristics, strengths and
weaknesses of competition (other businesses and
other sources of similar products)?
What other opportunities or threats, such as
regulations, exist in the marketplace that may
affect sales?
Is the producer likely to be able to produce at a
cost low enough and sell enough product at a price
high enough to generate a positive net
return/profit?

•
This link at Community Commons will help you
analyze your market.
http://www.communitycommons.org/groups/alterna
tive-crops-project-afri/
The 5 P’s of Marketing:
• Product
• Price
• Place
• Promotion
• People

Product-The item or service an organization is asking
the public to pay money for in order to receive the
product or service.
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Place-Where is the product sold at/located at and/or
where is the service delivered? If the product is a
service such as education and is sold on-site at a
company location, what is the place like? Does the
target audience feel comfortable there?
Price-How much does the product or service cost?
Price or cost is defined as the amount of money and
time needed in order to purchase/experience the
product/service. Price influences target audience.
Which segment of the population is interested in, and
perceives that they can afford the money and time
needed to invest in the product or service?

Promotion-What media and means are being used to
let a person know that the product or service exists
and may be something the person wants or believes
that they need? Promotional mediums include wordof-mouth and free and paid advertising including the
internet, outdoor, TV, radio, print, direct mail, event
sponsorship and more.
People-Who are the people who make up the
organization? How are your customers treated? How
do your customers feel after an interaction with your
organization or business employees?

Family and Hired Labor
Workers’ compensation
In every state, business and industry incur some
expense to provide their employees with workers’
compensation coverage. In Missouri, all businesses
with five or more employees (except agricultural or
domestic labor) must provide workers’ compensation
insurance to protect their workers in case of job29

related injury, illness or death. Companies can offer
this protection through a private insurance carrier or
they can become self-insurers. Premium rates vary,
depending on the risks associated with special
occupations. As in most states, the premium rates
apply to an employee’s total annual compensation.

More information on workers’ compensation can be
found in Doing Business in Missouri: Hiring Employees.
(https://missouribusiness.net/article/doing-businessin-missouri-hiring-employees/)

Employers have numerous payroll tax withholding and
payment obligations. Of the utmost importance is the
proper payment of what are commonly known as FICA
taxes. FICA taxes are somewhat unique in that there is
required withholding from an employee's wages as
well as an employer's portion of the taxes that must be
paid.
An employer's federal payroll tax responsibilities
include withholding from an employee's
compensation and paying an employer's
contribution for Social Security and Medicare taxes
under the Federal Insurance Contributions Act
(FICA).
The Federal Insurance Contributions Act provides a
federal system of old age, survivors, disability and
hospital insurance (Medicare). The old age, survivors
and disability portion is financed by the Social Security
Tax, while the hospital insurance portion is financed
by the Medicare tax.
The Federal Insurance Contributions Act (FICA) is the
federal law that requires you to withhold three
separate taxes from the wages
(http://www.bizfilings.com/toolkit/sbg/taxinfo/payroll-taxes/what-constitutes-taxablecompensation.aspx) you pay your employees.
(http://www.bizfilings.com/toolkit/sbg/taxinfo/payroll-taxes/employee-or-independentcontractor-payroll-tax.aspx)

FICA is comprised of:
a 6.2% Social Security tax; a 1.45% Medicare tax (the
“regular” Medicare tax); and beginning in 2013, a 0.9%
Medicare surtax when the employee earns over
$200,000. You must withhold these amounts from an
employee's wages.
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The law also requires you to pay the employer's
portion of two of these taxes:
a 6.2% Social Security tax; and a 1.45% Medicare tax
(the “regular” Medicare tax).

As you can see, the employer’s portion for the Social
security tax and the regular Medicare tax is the same
amount that you're required to withhold from your
employees' wages. (Different rules apply for
employees who receive
tips.)(http://www.bizfilings.com/toolkit/sbg/taxinfo/payroll-taxes/payroll-tax-obligations-for-tippedemployees.aspx) There is no employer portion for the
0.9% Medicare surtax on high-earning employees.

In other words, you withhold a 6.2% Social Security
tax from your employee’s wages and you pay an
additional 6.2% as your employer share of the tax (6.2
employee portion + 6.2 employer portion = 12.4%
total). Also, you withhold a 1.45% Medicare tax from
your employee’s wages and you pay an additional
1.45% as your employer share (1.45 employee portion
+ 1.45 employer portion = 2.9% total). The total of all
four portions is 15.3% (6.2% employee portion of
Social Security + 6.2% employer portion of Social
Security + 1.45% employee portion of Medicare +
1.45% employer portion of Medicare = 15.3%).

Unlike the other FICA taxes, the 0.9% Medicare surtax
is imposed on the employee portion only. There is no
employer match for the Medicare surtax (also called
the Additional Medicare Tax). You withhold this 0.9%
tax from employee wages and you do not pay an
employer’s portion. Also, unlike the other FICA taxes,
you withhold the 0.9% Medicare surtax only to the
extent that wages paid to an employee exceed
$200,000 in a calendar year. You begin withholding the
surtax in the pay period in which you pay wages in
excess of this $200,000 “floor” to an employee and you
continue to withhold it each pay period until the end of
the calendar year.
(Source: http://www.bizfilings.com/toolkit/sbg/taxinfo/payroll-taxes/employers-responsibility-ficapayroll-taxes.aspx
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Personnel management also requires determining if
your personnel are actually employees or if they're
contract hire. The IRS has a great guide sheet on this.
https://www.irs.gov/businesses/small-businessesself-employed/independent-contractor-self-employedor-employee
This guide runs through a series of questions. If you
control when that person goes to work, if you supply
things such as tools, that person is an employee. If
someone can come and do a job for you on their
schedule and they bring their own tools, then they
could be a contract hire, contract labor.

Why does that make a difference? Taxes. A lot of
people are not comfortable with taxes, however, they
are necessary if you have employees
The last section of a business plan we are going to
discuss are the financials.

Financial Statements
A balance sheet is a snapshot in time. It should be
completed at the same time every year. Your lender
will require this at a minimum, if you borrow money.
The balance sheet will divide assets and liabilities into
short, intermediate and long-term. Personal assets and
liabilities are kept in a separate place on the balance
sheet.
An income statement, also called a profit and loss,
shows the financial status of a business over a set
period of time. These are usually done quarterly or
annually.

A cash flow statement shows your monthly income and
expenses. This should be done for a two-year period by
month to show where your cash will be short and
where it will be more than sufficient. This can be used
to set up a line of credit or determine a loan repayment schedule.
Long range projections are usually 3-5 years and may
be by month or by year.
32

Capital for startup is usually required by lenders to
show commitment for the endeavor. Lenders prefer to
have 20% capital contribution by the business owner.
There are some beginning farmer programs and gap
financing programs available. However, these are loan
programs, not grants which are very rare.
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Cost of production.
If you don't know what your cost of production is, how are
you going to determine what price to set? How are you
going to determine how much you're going to pay your
employees?

Cost of production will vary between operations. It is
important to understand your cost of production because it
affects so many other business decisions such as pricing. Use
the specific crop budgets at this site:
http://crops.missouri.edu/horticulture/ to get an idea of the
range in production costs. This site has budgets for broccoli,
cucumbers, melon, tomatoes, and more. Begin or continue to
track your own information.
The silent and damaging costs that will put many less
knowledgeable producers out of business are the fixed costs
that are incurred whether production is occurring or not.
These costs are a function of time and include "The DIRTI 5,"
Depreciation, Interest, Repairs, Taxes and Insurance.

Depreciation is a decrease in the value of a piece of property
through wear or aging. It is an annual cost of production that
should be calculated and included in the selling price.
Mathematically it is:
Annual Depreciation Cost = Purchase price - Salvage Value
divided by length of life

Example: A $15,000 piece of equipment that will last three
years and be salvageable for $3,000 has an annual
depreciation cost of $4,000.

The annual depreciation cost should be calculated for every
permanent structure and piece of machinery and equipment
involved in production.

Interest is generally considered to be money paid for the use
of money. In the case of production, it must also be thought
of as money that you could be making with dollars you have
tied up in the business. The cost of tying up your resources
in production is the value of these resources in their best
alternative use. This is sometimes called alternate
investment opportunity. The money tied up could be making
39

interest if it were invested.

This lost investment opportunity is a cost of production and
is computed by the:
Average Alternate Investment Opportunity = Beginning
Inventory + Salvage Value divided by % Interest Achievable
The more obvious interest cost is that which your business
accrues from borrowed money. Alternate investment
opportunity and standard interest should be included in
your annual cost of production.

Repairs are a highly variable and unpredictable cost factor in
production. They will fluctuate with the type of ground,
intensity of machine use, preventative maintenance program
and other factors. Repair costs for general farm equipment
are usually around 4%of the purchase cost of the equipment.
All producers should be including cost of repairs to
equipment and permanent structures as a cost of normal
production.
If you are producing on land that you own you are
confronted annually with real estate taxes.

Insurance on permanent structures, machinery and
equipment is a fixed cost that is strictly a function of time.

These subtle economic factors can slowly put a producer out
of business. In cases where the DIRTI 5 are not being
included in the cost of production, some of the family living
pulled out of the business as profit is actually money that
should be paying these costs. A producer can only live on
"The DIRTI 5" so long, and these hidden costs eventually
catch up and put an enterprise out of business
Sales Tax License
Sales tax number
Any business making retail sales must obtain a Missouri
Retail Sales License from the Missouri Department of
Revenue. A bond, based on projected monthly gross sales,
must be posted at the time of application. Instructions and
an application form [MO Dept. Revenue Form 2643 (PDF)]
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are available from the Missouri Department of Revenue.

Those businesses buying wholesale or operating solely as a
wholesaler should complete a Form 149 Sales/Use Tax
Exemption Certificate (search at dor.mo.gov/forms) and
provide it to their supplier. Go to the Missouri Department of
Revenue site at: dors.mo.gov/tax/coreg/index.jsp or phone
(573) 751-5860 to get a sales tax number or sales tax
exemption.
Additional materials and tax forms are available from
dor.mo.gov.

For assistance with particular tax matters, please contact
your nearest Missouri Department of Revenue Taxpayer
Service Center dor.mo.gov/contact/assistance.php

Sales Tax License
Sales tax number
Any business making retail sales must obtain a Missouri
Retail Sales License from the Missouri Department of
Revenue. A bond, based on projected monthly gross sales,
must be posted at the time of application. Instructions and
an application form [MO Dept. Revenue Form 2643 (PDF)]
are available from the Missouri Department of Revenue.

Those businesses buying wholesale or operating solely as a
wholesaler should complete a Form 149 Sales/Use Tax
Exemption Certificate (search at dor.mo.gov/forms) and
provide it to their supplier. Go to the Missouri Department of
Revenue site at: dors.mo.gov/tax/coreg/index.jsp or phone
(573) 751-5860 to get a sales tax number or sales tax
exemption.
Additional materials and tax forms are available from
dor.mo.gov.

For assistance with particular tax matters, please contact
your nearest Missouri Department of Revenue Taxpayer
Service Center dor.mo.gov/contact/assistance.php.

Retail sales tax
Any person or company with a business location in Missouri
from which they sell or lease goods to a final consumer is
required to collect and remit Missouri sales tax. Also, any
company that leases motor vehicles (including boats, trailers
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and outboard motors) is required to collect and remit
Missouri sales tax. If the lease period is 60 days or less, the
sales tax is based on the address of the lessor. If the lease
period is more than 60 days, the sales tax is based on the
address of the lessee. It is the business’ responsibility to
ensure that sales tax is collected at the correct tax rate. You
must have a Missouri Retail Sales License prior to making
sales. If you conduct retail sales without a valid Missouri
Retail Sales License, you may be assessed a penalty of up to
$500 for the first day and $100 for each subsequent day, not
to exceed $10,000, in addition to any other penalties or
interest that may be imposed. For the first 20 days this
penalty does not apply to persons opening a business in the
state of Missouri for the first time.
A bond must accompany the application for the license. The
amount of the bond is based on your estimated monthly
gross sales. The amount of your bond is calculated as
follows:
Estimated monthly gross sales x your tax rate = monthly tax

Monthly tax (round to highest $10) x 3 = amount of bond
“Estimated monthly gross sales” is the amount of sales you
estimate your business will make in taxable sales in an
average month. If you are a small business, one of the things
you should consider in estimating your average monthly
gross is your operating expenses, such as rent, utilities, etc.
Your average monthly gross should be higher than your
estimated operating expenses. If you calculate the amount of
bond to be less than $500, you are only required to submit a
$25 bond. If you calculate your bond to be $500 or greater,
you should submit the amount of bond figured.

Example 1
Ms. Brown will be opening a craft store in Jefferson City,
which has a sales tax rate of 7% as of December 2013.
Because the business is new and has no history of sales, she
must estimate her average gross sales per month to compute
the bond. Ms. Brown estimated her average gross sales to be
$5,000 per month. This is how Ms. Brown computed her
bond:
$5,000 x 7% = $350
$350 x 3 = $1,050
Amount of bond = $1,050
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Example 2

Mr. Wilson is purchasing a bait shop in Columbia, which has
a sales tax rate of 6.975%. The previous owner of the bait
shop averaged $2,000 per month in sales. This is how Mr.
Wilson computed his bond:
$2,000 x 6.975% = $139.50 (round to next highest $10 =
$140)
$140 x 3 = $420
Amount of bond = $25 ($420 is less than $500, so a $25 bond
may be posted)

If you are unable to estimate your bond, contact the
Department of Revenue: dor.mo.gov/contact/business.php
The department reviews all bond amounts to ensure they
are sufficient and in accordance with Missouri statutes.
Previous ownership of business, types of product or services
sold, location of business, business hours and operating
expenses are taken into consideration when determining a
bond amount.
Bonds may be posted by:
Cash
Surety
Irrevocable letter of credit
Certificate of deposit

Complete information on types of bonds is included in the
Missouri Tax Registration Application (search at
dor.mo.gov/forms).

Sales/use tax
Use tax is similar to sales tax, but is imposed when tangible
personal property comes into the state and is stored, used or
consumed in Missouri. Communities have the option of
adopting a local use tax equal to the local sales tax for that
community.
Missouri has responded to the needs of industry by
providing major exemptions from sales/use taxes. For a list
of the current exemptions refer to the Missouri Department
of Revenue’s website: dor.mo.gov/business/sales/sales-useexemptions.php

Food sales
A 3% sales and use tax exemption exists for certain food
items. Examples of exempt foods include: general food items
i.e. fresh fruit and vegetables; meat, eggs, dairy products;
ice,water — including bottled water; cold drinks;
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candy, gum; coffee beans/ground coffee/instant coffee;
bread; spices, cooking spray, shortening; foods (not hot)
sold through vending machines. Certain vending machine
sales also qualify for the 3% exemption. Contact the
Missouri Department of Revenue for more information.
(Source: http://missouribusiness.net/article/doingbusiness-in-missouri-taxes/)
There is an exemption of $25K based on ANNUAL SALES
before a producer has to pay sales tax if they are selling
through a farmers’ market or an equitable definition of a
farmers’ market as you will see defined in another
section.
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Record keeping.
http://agebb.missouri.edu/mgt/mofar/farmrecordbook.xlsx
http://crops.missouri.edu/horticulture/VegetableBudgets.xls
x
http://agebb.missouri.edu/mgt/mofar/index.htm
This site has multiple excellent resources.
One thing to stress about record keeping, -it's not just all
about the financials. You need to be keeping production
records as well as financial. Track everything. What you
planted in field number 1 last year, (there's certain crops that
need to be rotated annually). Or a steer born on a certain
date, fed it out for 120 days, and was processed February
15th. You need to record that steer’s weight gain. You need to
develop good farm records; herd, crop and financial.
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Glossary of Terms
Acidified canned food

A food whose ingredients are primarily naturally not acidic (pH > 4.6) that
are acidified with vinegar or lemon juice before canning. This includes
pickled vegetables and other products. To sell these products at room
temperature, a process review and attendance at Better Process Control
School is required.

Better Process Control
School (BPCS)

Better Process Control School is required for selling some shelf stable canned
foods. The course either includes two days (only for acidified foods) or four
days (for selling low acid canned foods).

Clean

The removal of dirt and debris.

Commercial kitchen

Typically, this is a food processing facility that uses commercial-size
equipment for preparing food and is typically not a home kitchen used for
regular family use. Note that if a processor needs a food safety license to sell
a particular food, they need to obtain such license for themselves, even if
someone else using the same facility has a license, unless that person is
willing to take on the liability for another processor.

Co-packer

A contracted processing facility that manufactures and packages food
products for a client based on the client specifications.

Crisping

Refreshing harvested fresh produce in water or sprinkling leafy commodities
with water or ice to restore moisture content.

Farmers’ Market

RSMo. 144.527.2 defines a farmers’ market as “Individual farmers or a
cooperative or nonprofit enterprise or association that consistently occupies
a given site throughout the season, which operates principally as a common
marketplace for an individual farmer or a group of farmers to sell farm
products directly to consumers, and where the products sold are produced
by the participating farmers with the sole intent and purpose of generating a
portion of household income.”
Under this definition farmers’ markets include but may not be limited to:
•
•
•
•
•
•

One or more producers at any location
Roadside farm stands or farmers selling directly from their home
Community Supported Agriculture (CSA’s)
Agritourism operations
Any operation where farmers sell farm products from their farms
directly to consumers with a logical pattern
Both the act of organization or assembly and the individual
participants may be considered farmers’ markets.

It is important to recognize the separation between markets as a common
marketplace and markets as individuals and entities. The laws and
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regulations governing a farmers’ market as a common marketplace are
determined by the market’s organizational structure and the activities the
market (organizing body) performs under applicable state and local laws.
The laws governing vendors are determined by their legal incorporation and
the types of products and services they provide under applicable state and
local laws, whether they qualify as a farmers’ market themselves or not.
FDA

The United States Food and Drug Administration. Generally, responsible for
regulating all food products other than meat and poultry.

Food Hub

A centrally located facility with a business management structure facilitating
the aggregation, storage, processing, distribution, and/or marketing of
locally/regionally produced food products.

Food Safety
Modernization Act
(FSMA)

A law signed in January 2011. It includes final rules released in 2015 on
produce safety, as well as processed food safety. This is the first time that
there have been governmental regulatory requirements for selling fresh,
whole produce. More information is available from
http://missourifamilies.org/foodsafety/newsletters/ or
www.fda.gov/Food/GuidanceRegulation/FSMA/default.htm

fresh-cut

“…any fresh fruit, vegetable or combination that has been physically altered
from its original form, but remains in a fresh state.”

GAPs

Good Agriculture Practices. For the purposes of USDA’s GAPs program, GAPs
applies to produce growing, harvest, packing, and transportation. If a
product is GAP certified, the grower has passed an audit that they are using
good food safety produce growing practices. Not that GAPs is not a
regulatory requirement, but may be required by a buyer.

GFSI

The Global Food Safety Initiative. Some buyers may request that producers
pass one of the GFSI- recognized 3rd party audits for food safety. Some of the
auditing schemes recognized by GFSI include Primus and Safe Quality Food
(SQF).

GMPs

Good Manufacturing Practices- the basic sanitary and processing
requirements necessary to ensure the production of safe food.
Implementing these is essential to meeting FDA and USDA food safety
requirements.

Grocery Store

A market outlet for distribution of local food products for retail sale to
consumers.

Group GAPs

A USDA food safety certification program which officially began April 3,
2016. Under the program, growers of any size can be USDA-GAP certified as
a group.
Hazard Analysis and Critical Control Points. A HACCP plan and
implementation program is a regulatory requirement for meat and poultry

HACCP
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products, seafood, some juice, some vacuum- packed products, and by some
food buyers.
High acid canned food

The natural pH of the product is < 4.6. This includes most fruits and naturally
fermented foods. No process review is required but pH records must be
kept.

Hydro-Cooling

When warm produce is cooled directly by chilled water, the process is
known as hydro-cooling.

Incubator kitchen

A kitchen facility that can be utilized by start-up or other food businesses.
May also be considered a “community” or “shared-use” kitchen. Note that
generally, if a food product requires a food safety license to sell, the
processor would still need to obtain such license for themselves, even if
someone else using the facility has a license, unless that person is willing to
take on the liability for another processor.

Local

There is currently no uniform national definition for this term. However, if
the term is used, it must be truthful and not misleading. The 2008 Farm Act
defined this term as < 400 miles from the origin.

Low acid canned food

A food product that has a natural pH of greater than 4.6. This would include
canned vegetables and meats packed in water. To sell these products at
room temperature, a process review, attendance at Better Process Control
School, and commercial retort canning are required.

Natural

USDA defines “natural” related to how a meat product was processed,
stating that it is “minimally processed and contains no artificial ingredients.”
FDA does not currently have a definition for natural. However, FDA “has not
objected to the use of the term if the food does not contain added color,
artificial flavors, or synthetic substances.”

Organic

For any food product to be labeled as “certified organic” or “USDA Organic,”
they must be certified to meet all the requirements of the USDA National
Organic Program.

pH

A measure of the acidity of a food product, which has a major impact on the
microbial safety of the product, since some organisms do not grow well in
acidic conditions.

Potentially hazardous
food

Often commonly called “perishable” foods. A food that is natural or
synthetic and that requires temperature control because it is in a form
capable of supporting hazardous microorganisms.

Produce Auction

A market outlet for locally produced wholesale products. Fresh produce, as
well as a variety of other agricultural products, are offered for sale to the
highest bidder.
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Restaurant

A market outlet for locally produced food to be sold and prepared for
consumption by consumers.

Sanitize

Treating to reduce the amount of bacteria on a surface.

Trimming

Removing the parts of harvested fresh produce which are most likely to
deteriorate. It removes the dried plant fluid that seeps out after harvesting
which clog the plants pores, not allowing for proper hydration, and it
removes those parts that detract from taste and eye appeal.

USDA

The United States Department of Agriculture. Generally responsible for
regulating meat and poultry products and also perform other roles
supporting agriculture, such as conducting Good Agricultural Practices (GAP)
audits.

Water activity

Water activity is a measurement of the water available for the growth of
microorganisms in a food product. It is affected by moisture content, as well
as salt and sugar content of the product. It ranges from 0 to 1 (distilled water
is a w 1).
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