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Growing Your Lavender Into A Business

Jon LaPorte

MSU Extension Farm Business Management Team

Business vs. Hobby

IRS Definition: A farm is a business if it…

For 
Profit 
$$$

Cultivates

Operates

Manages

Business vs. Hobby

Presumption of 
Profit:

If farm 
produces a 

profit

In 3 of last 5 
tax years

Farm is a 
business

(not a hobby)

What If There Are No Profits?

IRS will extend time 
period

Produce profit in 
2 out of 7 years

Must carry on 
activities 

to seek profit

Does A Farm Need To Become A Business?

Choice rests with 
farm owners

Does tracking expenses or 
“for profit” activities take away 

from farm enjoyment?

Is raising lavender more 
for recreation or added 

family income?

Hobby farms must still report 
any income to IRS 

(Even if only sold to neighbors)

How To Get Started

Develop a Business Plan

• Blueprint of how your business starts

• Guidebook of how business intends to grow
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How To Get Started

What are your 
passions 

about raising 
lavender?  

Do they 
translate into 
a business?

What goals 
do you want 
to achieve?

Passion & Goals Help Define Your Business

• Who are you?

• What do you do? 

• Where are you located?

• Who are the farm owners?

• What business structure is your farm?

Your 
Farm 

Business 

Marketing 
Plan

Management 
& 

Organization

OperationsFinancial Plan

Business 
Description

Your Business Strategy Starts With A Marketing Plan

Farm businesses must have products consumers are willing to buy

What are you 
marketing?

Who are your 
potential 

customers?

How are you 
marketing to 

them?

Where are 
you 

marketing?

Who is your 
competition?

4 Ps of MarketingMarkets and Market Strategies

Lavender?  
Value-Added Products? 
An Experience?

Answers & Strategies May Change As You Explore New Market Opportunities

How Have You Explored 
Market Opportunities Near You?

Business Planning Check with SWOT

SWOT Analysis (active)

• Identify internal and external factors that are helpful and harmful to achieving farm goals

• Don’t simply ask “what is?”

• Focus on “What do you do about it?”

Management and Organization

• Who is involved in business?

• How are tasks being divided?

• How are employees managed?

• What professional services are part of 
your management team? 

• (i.e., accountant, tax professional, loan 
officer, market broker, Extension agent)

Your 
Farm 

Business 

Marketing 
Plan

Management 
& 

Organization

OperationsFinancial Plan

Business 
Description
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Operations

• What do you produce?

• What methods are used to produce it?

• How are methods managed?

• What risks are you exposed to and 
how are they managed?

Your 
Farm 

Business 

Marketing 
Plan

Management 
& 

Organization

OperationsFinancial Plan

Business 
Description

What Will You Produce and What Is It Worth? - Handout

Handout courtesy of Kim Benz
Disclaimer: Yields shown are averages from internet postings and actual yields can vary considerably 
depending on cultivar, age of plant and soil conditions.

Business Planning Finishes With → Financial Planning

Does our lavender 
business make 

financial sense?

Financial 
Statements 
help answer 
that question

Balance Sheet:
•What do I own?
•What do I owe?

Difference is 
Value of Business

Income Statement:
Did business 
make or lose 

money last year?

Cash Flow Statement:
• Where cash came from?
• Where cash went?

Farms starting 
out may not have 

a lot to put on 
these statements

Example and handout courtesy of Kim Benz

Beware the “Business Plan Trap!”

A common misconception 
is business plans are 
created mainly to get 
financial assistance

Written for You!!

Benefits Lender, too!!!

Review & 
Update 

Regularly

Financial 
Plans

Operating 
Plans

Management 
& 

Organizational 
Structure

Available 
Market 

Opportunities

Main purpose 
is to help 

guide your 
farm
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Topics Covered

MarketingLand AccessFarm OrganizationAg Policy & Local Government

Recordkeeping & Financial StatementsLoans & CreditInsuranceCost of Production

…and more!!

Articles Bulletins Webinars Educational 
Videos16 in English, 

8 in Spanish
342 Registrants

www.canr.msu.edu/farm_management/Beginning-Farmer-DEMaND-Series/


