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1. Project Overview
The project is intended to assist food entrepreneurs in developing and growing their companies. A
technical team has been assisting in the research and analysis of business models and a Task Force
comprised of Universities, Community Colleges, Michigan Works!, SBTDC, Chamber, Food Businesses
and Not for profits has met to provide the vision and assist in the project development.
Extensive research of national CSA, food hub, kitchen incubator, community kitchens and other food
related enterprises was used in developing the business model for this project. Additional research
includes a survey to identify potential tenants for a kitchen incubator. A site visit to the Starting Block in
Hart Michigan provided insight into potential partners, funding, start up issues and operational
parameters.
The Steering Committee evaluated over thirty kitchen incubator models. Two of these models are
shown in Table 1. The Taos model integrates skill training into the program and requires a substantial
subsidy for annual operations. The Hart model has fewer tenants but also has a minimal annual subsidy.

Taos Food Center , Taos New Mexico
Houses 6 larger businesses (4 job skill and training programs and 2 organizations)
and has a 5,000 sq. ft commercial kitchen.
Commercial kitchen has 55 local food processors with 150 employees (1-3
employees per tenant mostly friends of the tenant).
78% publicly funded in 2010
http://www.tcedc.org/TFC.html
Starting Block, Hart Michigan
Houses offices and MMTC training rooms and a 2,500 sq.ft. commercial kitchen
space
Commercial kitchen has 30 food processors using the facility approx. 40
hours/week
4% Publicly funded in 2009
Office space rental to non-food processing companies contributes to revenues
http://www.startingblock.biz
Table 1. Kitchen Incubator Models
The Kitchen Incubator allows entrepreneurs to make food products for sale and provides tenants with
business support. Support services from agencies would include business planning, food science, food
handling, packaging and food preparation. Table 1 shows the kinds of services provided at the incubator
and a model structure for helping tenant succeed. This model will be tailored to meet the specific needs
of tenants.
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KITCHEN INCUBATOR
Community food entrepreneurs have access to state of the art kitchen and office equipment and receive specialized training and
product development services:
Business planning
Product Development
Accounting & bookkeeping
assistance/training
Licensing & Certifications
Legal
Marketing & graphic design
Funding and incentives

Equipment purchasing
pH testing
Regulatory assistance (NMED and
FDA requirements)
Shelf life testing
Nutritional analysis
Distribution assistance

Offices
Computers
Phone
Fax

Level 1: Test Level 1 members focus on adjusting to production in a commercial kitchen space. Business planning support is offered though
workshops and one-on-one coaching. Culinary support and recipe development is offered through supervised production and individual assistance.
Graduation to the next level requires a minimum of 40 hours of supervised production time, successful in-market testing and obtaining the Food
Handler’s Certificate.
Level 2: Seed Level 2 members produce independently in a fully equipped commercial kitchen. Experience through production is supplemented
with training, field-trips, and workshops. Graduation to the next level requires reaching regular monthly production targets and sharing updated
business and marketing plans.
Level 3: Grow Level 3 members build on their success in Level 2 to grow their business further and establish a track record of sales. Mentoring by
experienced food entrepreneurs helps them advance to the next level. Sliding scale pricing allows members to scale-up their businesses while
maintaining an adequate cost structure: rates decrease as members use more hours in order to help them accrue capital and emulate business
development.
Level 4: Graduate With the support of staff and partners, Level 4 members develop an exit strategy to transition to their own production facility or
a co-packer arrangement.
Production incentives for level 3 and 4 tenants include:
Trained workers from our training/production facility with wages subsidized if extraordinary training is needed.
Level 4 tenants are also eligible for no interest loans through the Eastern Leaders Group manufacturing loan program and CEED micro
loans.
The Low Income Food Entrepreneur program provides financial coverage for start-up costs and substantially subsidized kitchen rates for
entrepreneurs who have been selling food informally (from home, on the streets, catering, etc.) and are ready to formalize and grow their
business. Participants receive financial support to cover the costs of business incorporation, insurance and licensing costs as well as, English as a
Second Language and Financial Literacy instruction.

Table 2: Kitchen Incubator Services Example
Next Steps
There are two key steps to establishing a Kitchen Incubator in Washtenaw County:
Identify the project champion(s) willing to further develop the plan and manage the facility; and
Identify sources of funding to address the ongoing cash subsidies needed to maintain ongoing
operations.
The key to achieving profitability of the operation is to increase the utilization of the kitchen by clients.
As it stands the Kitchen Incubator will require ongoing cash subsidies to maintain ongoing operations.
The key to achieving profitability of the operation is to increase the utilization of the kitchen by clients
and by helping tenants identify revenue opportunities beyond early stage entrepreneurs to increase the
utilization of the kitchen. The Bloomington Food Works is a model for further study which increases
revenue opportunities beyond early stage entrepreneurs. This is a key element to success in this
business and should be the focus of ongoing efforts to validate the ability to build a high level of demand
for the incubator.
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2. Business Plan
The Kitchen Incubator will setup a facility that allows entrepreneurs to make food products for sale and
provide them business support. Support services from co-located agencies would include business
planning, food science, food handling, packaging and food preparation. The primary revenue for the
incubator is rental fees for kitchen use and storage. Additional revenues from training are projected. As
with all the models researched, the incubator will require annual subsidies to operate.
Revenue
ID

Kitchen Incubator Business Plan Number Assumptions

R1

Kitchen rental will be an average of $17.00 per hour modeled after The Starting Block Fee
schedule. The average client will use 4-6 hours per week based on Seeds Of Change survey
responses. The number of tenants are estimated to average 13 in 2013 and 20 in 2014 counting
the number of high confidence responses in the survey. The revenue for 2013 is calculated by
13 tenants using 4 hours per week times 52 weeks at $17 per hour; $45,968. In 2014 with 20
tenants, the revenue is $70,720.

R2

Storage revenue is generated from freezer, refrigerator, and dry storage of clients’ products.
Using data from The Starting Block Form 990 they generate storage revenue equal to 30% of the
kitchen rental revenue. This ratio will be used to estimate storage revenue in 2014.

R3

Training on how to start a food business using the incubator will be provided as a means to
recruit tenants. A nominal fee of $5 will be charged for the training sessions to mitigate
cancellations and training materials expense. The goal is to reach 1,000 participants each year
to generate potential clients for the operation.

Expense
ID
E1

Kitchen Incubator Business Plan Number Assumptions
Staff of 2, one to manage operations and startup, the other to develop business opportunities.
These will be salaried positions at $60,000 per year including $9000 of fringe expenses.
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ID

Kitchen Incubator Business Plan Number Assumptions

E3

Marketing expense of $1000 per month is allocated to community outreach and developing a
tenant base. This was an area of expense recommended by The Starting Block as a means to
build a client base.

E4

Utilities for the entire facility are estimated to be similar to the $10,385 annual cost reported by
The Starting Block in their Form 990. Estimate to be $10,000 per year. The Kitchen Incubator
program will pay one third of the expense.

E5

Accounting and insurance estimated at $500 per month.

Start-up Expense
ID

Kitchen Incubator Business Plan Number Assumptions

S1

Estimate of work necessary to prepare engineering drawings for permits and approvals from
City, County and State regulators; $50,000.

S2

Estimate of equipment to be installed in facility. The Starting Block recommended tailoring
equipment based on the client needs however as a minimum steam kettles and convention
ovens should be required. The Starting Block initially installed $80,000 of used equipment.
Protecting for additional equipment, the estimate $100,000 is used.

S3

The cost to be build out the facility for commercial kitchen usage is estimated to be $100,000.
This number is consistent The Starting Block’s experience to budget an amount equal to the
equipment cost. This expense is offset by MEDC funding, R4.

S4

Estimate of costs necessary to file incorporation papers and create contracts. $10,0000
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Cash Requirements
ID

Meals Business Plan Number Assumptions

C1

This is the amount of cash needed by loans to keep the operation running and paying it’s
expenses. Interest has not been included in these calculations and will have to be
established by the operating entity.

C2

The cumulative cash for the operation must be above zero to keep the operation viable.

BUSINESS PLAN
2013
Training Participants
Tenants
ID

Revenue

R1
R2
R3

Kitchen Space Revenue
Storage Revenue
Training Revenue
Total Revenue

E1
E3
E4
E5
E5

Operating Expense
Staff
Building Lease
Marketing
Utilities
Accounting and Insurance
Total Operating Expense

S1
S2
S3
S4

Start Up Expense
Drawings & approvals
Construction Work
Equipment & Install
Legal

2014

2015

1000
13

1000
20

1000
20

$45,968
$5,000

$70,720
$21,216
$5,000

$70,720
$21,216
$5,000

$50,968

$96,936

$96,936

$120,000
$45,360
$12,000
$10,000
$6000

$120,000
$45,360
$12,000
$10,000
$6000

$120,000
$45,360
$12,000
$10,000
$6000

$193,360

$193,360

$193,360

$260,000

$0

$0

($402,392)

($96,424)

($96,424)

$201,184

$104,760

$50,000
$100,000
$100,000
$10,000

Total Start Up Expense
Total Profit / (Loss)
C1

Start Up Cash

$700,000

C2

Cumulative Cash

$297,608
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ATTACHMENT A: SAMPLE FACILITY LAYOUT (Source: Establishing a Shared Use
Kitchen Incubator, NxLevel, 2002)

8

ATTACHMENT B. SURVEY RESPONSES
As of June 6, 2012, 89 responses
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