Case Study
Blue Farm Corn Chips
By Elena M. Byrne, PhD
July 2014

Blue Farm is a Wisconsin business that has
been making its organic blue corn tortilla chips
from its own organic blue corn for 23 years.
Fifth-generation farmer Randy Hughes started
the company to produce a value-added
product to diversify the farm income. Other
members of the staff include Judy and Willie
Hughes (Randy’s wife and son), office person
Cathy, and the farm hands involved in the
organic blue corn production.

LESSONS ALONG THE ROAD TO SUCCESS

STATS
Started: 1991
Sells in: WI, IA, IL, and MI
Distributor: UNFI, Woodman’s
Something Special from
Wisconsin member since: 2010
Website:
www.bluefarmchips.com

For the first five years the business didn’t make
money and the other rotational organic crops
grown on the Hughes farm were providing the
only income. But now Hughes reports that the
organic blue chips are financially stable, even
saying, “We’re having our best year for the 10th
year in a row!”
“Very little is done on the farm.”
Anyone who knows farm life will likely chuckle
at that quote from Randy Hughes, but what
he’s referring to is the decision to use “copackers” – contract processors – for the
handling of the blue corn for the chips. First the
corn goes to a certified organic cleaner, who
cleans, dries, and stores the corn. Next, the
cleaner delivers it, when needed, to the
processing facility that makes the chips. Finally,
finished chips are brought to Blue Farm for
storage and eventual distribution.
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Quote: “The one-and-a-half
ounce bags are my business
cards.” — Randy Hughes
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“We’ve used five different facilities over the years.”
Finding the right fit in a co-packer is a well-known sticking point for many small
businesses that would like to take that path. Using a co-packer can be an
important decision for efficiency, allowing a farmer to focus on producing the
crop and marketing the brand, and letting
someone with more experience handle the
food safety, equipment issues, and other
operational considerations such as staffing.
For Blue Farm’s first facility, scale was the key
issue. The minimum order that the processing
facility would accept was a truckload of
chips. At that minimum level, Blue Farm didn’t
have enough sales of blue corn chips to keep
an entire production line going for an
economical time period such as one shift. It
took only three hours for the facility to process
a truckload of chips, so they were not working
at an efficient level.
In addition, this facility had been making chips
for other companies but was not yet certified
organic. The first step was convincing them to
go through the certification process so that
the Blue Farm chips could call them “Certified Organic Blue Chips” on the front
of the package – the Principal Display Panel. [This was before the advent of the
USDA organic seal]
Getting up to standards for the Blue Farm chips to
be certified organic required the processing
facility to change to an organic oil for the chip
recipe. However, the organic oil didn’t hold up as
well as the conventional oil typically used by the
facility because it was not hydrogenated.
Between the inefficiencies for the facility and the
cost of organic certification, the price for the
chips kept going up.
After three years with this first facility, Blue Farm
decided to change processors. The second
operation was smaller and a little further away,
but still in Wisconsin. At the new facility they had a
great relationship with the processing team, who
made the chips by hand. Eventually however, it
became apparent that the quality of the chips
was not consistent. It became clear that when
processing in small batches, there is greater
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More about co-packers:
Referrals have always been
a good way to start a
conversation and it’s helpful
to remember that in the era
of internet searches, copackers receive a lot of
‘cold calls.’
For tips on working with copackers please see this OPI
Fact Sheet:
organicprocessinginstitute.org/
wp-content/uploads/OPI_CopackerFnl.pdf
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potential for variations in time, temperature, and as a result, taste. In addition,
sometimes during this batch processing, yellow corn would accidentally get
mixed in. One might not know this, but even in the chip world, blue and yellow
make green…and Blue Farm didn’t want green chips. After four years with
facility number two, they parted ways.
Blue Farm had learned an important lesson: “Size of the facility affects
consistency, and consistency affects customer loyalty.”
Moving to a third facility, Blue Farm found a good fit in terms of size. They
processed for three consecutive days each week, which was more efficient and
produced a more consistent quality. Turning out a consistently great-tasting chip,
and located closer to the co-packer, Blue Farm was happy with facility number
three, until that business suddenly filed for bankruptcy one day. Hughes reports
that after eight years of working together there had been no warning, and some
expensive packaging material was lost while the facility doors stayed locked for
months waiting for the contents to be auctioned.
While losing access to packaging material is difficult financially, Blue Farm used
this opportunity to make some changes in their label, and had new labels and a
new facility by the time the auction finally happened. Creative thinking also
helped Hughes reduce his packaging cost by sourcing his film separately from
the printing plates.
Blue Farm has been working with its
fifth facility for eight years now, and
things are going well.
For Hughes the process of finding these
various facilities was in most cases by
word of mouth. A few of the facilities
actually approached Blue Farm, and
with others, Blue Farm asked around.
“It was basically through industry
networking,” said Hughes. For
example, the supplier for their bags
also suggested a co-packer.
Customers didn’t care very much that Blue Farm’s seed was open-pollinated.
Hughes worked very hard to keep his organic, open-pollinated corn protected.
He worked with a corn breeder and developed the best blue color while taking
steps to make sure that they maintained a seed that was true. Buffer zones for
the organic, protected seed had to be factored into the production losses.
Ultimately, Hughes found that to achieve the goal of consistent quality in the
chips, hybrid blue corn was a better option. He has worked hard to stay
committed to his top priorities: organic production and consistent taste.
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Invest in packaging according to needs. There are many options in packaging
for chips. Bags are available both in different thicknesses and materials, both of
which affect cost and the ultimate shelf life of the product. For Blue Farm it is
important to use a transparent film for the bag so that the chip is visible and the
color is apparent. On the other hand, a foil bag would allow for a longer shelf life
since light can degrade the chips’ oils over time. Another thing that degrades
the oil is oxygen. Many packages are treated with a nitrogen flush that excludes
the oxygen; this procedure is not expensive but it is not worth doing unless you
have an opaque bag that is sufficiently thick with a very tight seal to maintain
that oxygen-free environment. With these provisions a much longer shelf life
would be possible and would allow the chips to be distributed much
further…even to Europe. But Hughes says, “They can make their own chips!” He’s
committed to serving the regional market.
Figuring out the right distribution channels was also something that took some
time. In the beginning they didn’t have their market figured out so when they
received that first truckload of their organic blue chips, they didn’t have enough
places to sell it. Reflecting back, Hughes estimates that about half of that first
order went bad. Hughes sees that as sort of a “Catch-22” scenario – that it’s hard
to sell the product before you have it, and once you have it, you need places to
deliver it right away.
The first five years of the business were important for building market, but during
that time the chip business was losing money. They tried a 3-ounce size for the
convenience store distributors, but discovered that an organic, blue corn chip is
not what the typical convenience store customer is after.
Hughes reports that Blue
Farm’s Organic Blue Tortilla
Chips are now in most of the
natural foods co-ops in Iowa,
Illinois, Michigan, and
Wisconsin. In addition, they
deliver chips to a regional
grocery chain (Woodman’s)
that distributes to its own stores.
UNFI (United Natural Foods,
Inc.) began distributing Blue
Farm’s chips when Blue Farm
made an arrangement to take
advantage of an empty UNFI
truck on a return trip to the
UNFI warehouse.
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Key components that make it all work:
•

On-farm storage warehouse that meets federal food safety standards and
is inspected by the USDA. They have a shed, forklift, and trucks for our own
use. “This wouldn’t work if we had to rent a warehouse or rent a truck,”
says Hughes.

•

Orders are placed with the processing facility based on sales. The copacker does not make more until called. Blue Farm receives the finished
product from the processor about two weeks after placing the order.

•

Blue Farm hired an attorney to set up the business and highly
recommends others do so.

Summary
The Blue Farm case study is a snapshot of a strong business powered by an
entrepreneurial farmer committed to growing a crop and turning it into a valueadded product. Through passion and perseverance, the blue corn chips have
become a familiar product that is a source of pride not just for the team but also
for the region. As Blue Farm Organic Tortilla Chips endure, they contribute to that
sense of responsible caring for the land and the sustainability of the farm-to-table
ideal.
Blue Farm’s dedication and commitment are directly related to the company
motto: “Our pride goes in every bag!”
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