Starting a .
New

Enterprise

How will you Add Value?
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We run our farms. Provide for our families and our animals. Now you are here thinking about what’s next?  Maybe some of you have a specific venture in mind.  Cheese, home-delivered milk, yogurt, and my personal favorite… ice cream.   Some of you are entrepreneurs too.  You are all here today thinking about getting into a “value-added” business.   Everyone has a lot on their plate as a dairy producer and now adding another piece can be overwhelming… but also exciting. Some people think of how much more per cwt you can make with a value-added venture. Some may think of leaving a legacy behind for the next generation.  My goal today is to share some information that will help you establish the foundation for your new business. 
Start your Value-Added Enterprise�The 3 main points for you to consider are:


Create your Foundation
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Clearly define the foundation of your business.  Start with Why.�
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Analysis- What will fit for you and how will you manage it. �


Establish your Team
It’s all about the people
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Your TEAM - Establish your team- It’s all about the people.


Build your foundation
What is your mission?
What is your purpose?
What drives you?
What is your Cause?
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Why do you get out of bed in the morning?
What is your purpose?
What is your passion?
Answer these questions and you will begin to define your “Why” 



YV To enhance and contlnue my Grandfathers
. legacy by running an innovative dairy farm that -
would prowde a place for future generatlons
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When I ran my family’s dairy my- To enhance and continue my Grandfather's legacy by running an innovative dairy farm that would provide a place for future generations.


Create an
¢ experience,
.= with great ice
. cream, that
takes you
back to a
simpler time
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When I started my ice cream business- Create an experience, with great ice cream, that takes you back to a simpler time
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Bridge the gap between farmer and consumer.
Honoring the history and legacy of William Rand
Kenan, Jr. Create a welcome, fun atmosphere where
anyone can come learn where their food comes from
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When I started the Randleigh Dairy Heritage Museum- Bridge the gap between farmer and consumer.  Honoring the history and legacy of William Rand Kenan, Jr. Create a welcome, fun atmosphere where anyone can come learn where their food comes from. 
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When starting the research for my ice cream business I learned that ice cream is one of the top comfort foods for both men and women.  We eat ice cream when we are happy and when we are sad, and let's be honest, men have times where they need a double scoop of chocolate peanut butter cup too.  Not only did I want to make good ice cream but also be able to connect with my customers. Create an experience.  Every time someone had my ice cream I wanted them to think back to a happier simpler time.  I wanted them to feel an emotion when they ate my ice cream.  This was the 1st step, way before I made the 1st batch of ice cream.  I knew we couldn’t just make a good product. We had to touch people emotionally, not just their taste buds. 
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Bridge the gap between farmer and consumer.
Honoring the history and legacy of William Rand
Kenan, Jr. Create a welcome, fun atmosphere where
anyone can come learn where their food comes from
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Beginning a year ago this week I took the role as the Dairy Education Coordinator at NC State and the Randleigh Dairy Heritage Museum.  Knowing that our society is generationally detached from agriculture I needed to create a program for the general public to come see exactly what we as dairy farmers do. Simply put I needed to help “Bridge the Gap between the farmer and the consumer”.  Paying homage to the Kenan family, Kenan Foundation, and the Randleigh Foundation for their gift was also very important.  The hard part for me was having to admit that I like Jerseys.  I grew up with Holsteins. William Rand Kenan, Jr. had a Jersey farm in Upstate NY and gifted the herd to NC State when he passed in 1965.  He ran an education and research farm and knew the importance of teaching the public about dairy farming. 


Howling Cow Dairy Education Center & Creamery
Opening Summer of 2019
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Later this year we will open the Howling Cow Creamery Cafe Education Center at the entrance to the dairy farm on Lake Wheeler Rd in Raleigh.  This will allow us, The Dairy Enterprise System, to sell Howling Cow ice cream to visitors from our local area and be able to give them easier access to the museum and dairy farm tours.  The Creamery (I’ll just call it that for now, we don’t have an official name yet) will feature a full ice cream scoop shop, cones, cups, sundaes, milkshakes, banana splits as well as baked goods and coffee.  Our customers will have the ability to purchase tubs of ice cream, single servings of our milk and merchandise to help support student clubs like the Dairy Science Club and the Animal Science Club.  We are also partnering with the Yates Mill park (which is located less than ½ mile from us) to sell some of their cornmeal. 


Every organization on the planet
knows WHAT they do. These are
products they sell or the services

HOW
Some organizations know HOW
they do it. These are the things

that make them special or set them

apart from their competition.
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Very few organizations know WHY
they do what they do. WHY is
not about making money. That's
a result. WHY is a purpose, cause
or belief. It's the very reason your
organization exists.

HOW
WHAT
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In Simon Sinek’s book “Start with Why” he outlines the “The Golden Circle”

Every organization knows what they do, and how they do it.  We know what we do as dairy farmers.  

We make milk = What
We take the best care of our animals = How
We are good stewards of the land = How 

The what and how are the easy parts. 
(Insert from 1st slide)

If we start with WHY the  WHAT and HOW fall into place.  �
Why do you farm?�
Why do you want to add value?�
Why is this the answer?  Are there other options you have?�
When we start with Why we can clearly answer the other questions.  Let’s look at some examples of other companies that have a great sense of “WHY”�
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Let's look at some companies that define their “WHY”
Ben & Jerry’s- Their book is called “Ben & Jerry’s: The Inside Scoop”  We all know they make great, all natural, ice cream with funky names and lots of great mix-in concoctions.  But we also know that they are 2 hippies that are really environmentally conscious and everything they do shows that.  They showed their employees that they were valued, not only by paying them fairly but by implementing a structured pay scale that was fair from the lowest paid employee to the owners. They built their factory in the middle of a hillside, to make sure they were not using prime farmland.  They wanted milk from farms with the best management practices in place.  Again people buy your “Why” when you have defined it properly. Ben & Jerry’s customers knew their purpose and cause.   

Apple- They are not the biggest computer maker, they don’t sell the most computers. They have a loyal following that is almost cult-like. Their products span many different areas, phones, watches, computers, tablets, iPod’s, TV, they even have a hand in how we pay for things, the iWallet. What do they do to define their brand to their customers?  They do not discount anything or offer big deals, and yet people buy their products.  I would be willing to bet there are people in this room that will only use Apple products.  People don’t buy “what”  people buy “Why”
One specific example of how Apple beats everyone in the market is the MP3 vs. iPod.  The MP3 player came out before the ipod 1997 vs. 2001 for the iPod.  This is the same technology!  Apple just did a better job than everyone else who tried to sell the technology. Diamond Multimedia (the manufacture of the MP3) said here is our 5 GB mp3….  Apple said “1,000 songs in your pocket” Both said the same thing but Apple told you WHY.  They also offered iTunes so you could buy music by the song, not the whole album, again same technology as the mp3.   iPods and MP3’s are a thing of the past now (as technology goes these days) 



(((Harley Davidson- People tattoo this logo on their body!  That is loyalty!)))

How does this apply to you as a Dairy Farmer trying to survive in this economy??
When you start with WHY you always have the foundation to fall back on.  At every fork in the road ask if this complies with your purpose, your cause??  Make sure the foundation of your business is solid and your customers know exactly why you’re doing what you’re doing.
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Analysis
When we talk about the Analysis piece of any business I ask what YOUR definition of success is.  Your definition may be very different from mine.  It is entirely up to you, do you want to keep things small where you can manage them or is the sky the limit?  Either way, you manage your business the way you want.  Even if you want to remain small this can offer some advantages.  Does anyone know what Harley Davidson does when they have a really nice, new hot motorcycle design?  They make less than what they are expected to sell.  This creates the demand.  There is a buzz and now people want the new bike.  You can create your own buzz and structure your pricing accordingly. Let’s say you have a new tasty artisan cheese.  Once you have established a market and demand, you can price your product.  This is easier said than done but do not let price be the driving factor when you sell your product.  Profit is not a dirty word.  We have been receiving garbage prices for our milk for so many years that we feel guilty if we markup a product and make some good money.  If people are paying for it it is not overpriced.  

Who are you selling to? Identify your target market. This is a key point in pricing.  Let's look at the ice cream business again.  You have Hagen-Daz and Ben & Jerry’s at the high end of the pricing spectrum.  Then you have Bryers and PET at the lower end.  They are selling to very different customers.  I started selling pints of my ice cream in the summer of 2004.  An old high school friends parents saw me at a baseball game and congratulated me on the new venture.  Then my friend's mother said, “but we just can’t afford to buy it.”  Mind you she said this to me as she smoked a cigarette which at the time in NY were about the same price as a pint of my ice cream!  She and her husband were on a fixed income and were clearly not my target market.  I took some ice cream to their house soon after.


W

Weaknesses

O

Opportunities

What does your
company need?

What do your
competitors do
better than you?

Limited
resources.

Lack of a good
plan.

Is there anything
like this on the
market?

No Competitors.

Growing need in
the market.

Will the media
embrace and help
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Strengths- Your story could set you apart.  Making sure you have key employees on board and properly informed. Your recipe/product could be one of your biggest. 
Weaknesses- Lack of assets but also lack of knowledge too. What competitors do… Who are your competitors it could be Coke & Pepsi?  Lack of a good plan A-B-C…. You may need to adjust your plan.  Story about Ben & Jerry’s paving the parking lot knowing they would tear it up in less than a year.
Opportunities- Chobani yogurt, Greek yogurt, was once only in speciality shops. This was the best yogurt anyone ever tasted and it was affordable by all.  

Strengths- At NC State I have a large well to tap.  Students, professors and access to industry professionals.  

Weaknesses- I cannot scale my business.  The Umstead Act prevents me from competing with private industry.  I only have what I can sell on campus.

Opportunities- Huge population very close by

Threat- The State controls us.  They could shut down the farm.

Do not fall for the “it will pay $30 cwt” if we make…. You will find out very quickly here at this seminar that philosophy is false.  Do not fall into the Field of Dreams mentality- “If you build it they will come”.  These are assumptions that are not based on all of the facts
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NC STATE
UNIVERSITY

Randleigh Dairy
Heritage Museum
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Agri-Tourism is a huge piece that everyone needs to consider today.  I will go further and call this Agri-Education Tourism.  This means more than just hosting tours on your farm.  When getting ready to open the Randleigh Dairy Heritage Museum there was more to consider than just a tour.  We need to analyze how to convey the message we want to send.  This is where I needed to make sure I knew the foundation of our business.
This is the Randleigh Museum’s Mission 
To bridge the gap between the Farmer and Consumer-

 As I said before, We all know that the general public is generationally detached from.  North Carolina has over 10 million people now with many gravitating towards the larger cities.  In the near future, larger numbers of government representatives will be in and near city centers.  This poses a great need for us as farmers to convey the message of what we are doing.   We need to make sure we are educating but also utilizing best management practices.  You need to know answers to questions before they are asked.  (Hoard’s Dairyman article) 

We need to connect with our consumers at a new level
Hoard’s Dairyman had an article in the October 25th, 2018 issue called “Consumers don’t always think like us” by Maggie Seiler.  This is dealing with the farm more than the value-added component of your business but will serve you well on both sides. She describes Understanding the audience and what the “public” wants to hear.  Regarding animals, the health of the animal, the “feelings” of the animal (pain) and is the animal living in what they consider a “natural” lifestyle. Cows on pasture.  You may ask how this relates to starting you new value-added business?  I can assure you that your customers will want to know these things and you will need to connect with them and know the answers before they ask the questions.


The 3 people in every business
The E-Myth Revisited by Michael

Gerber
The o
Entrepreneur The The Technician
Manager
The dreamer, The person that
the big picture Takes the puts the widgets
verson, ahead dreams and together
of eve’ryone creates the
system

else
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(How many hats can you fit on your head?)
Understanding all the hats you have to wear-  This is based on the book The E-Myth Revisited by Michael Gerber.  One of the single most important books for any business owner to read.
	You already have to wear most of these hat as a dairy producer, now you’re tossing a few more in the mix.

The entrepreneur- You are all here because you have entrepreneurial tendencies.  You have an idea, you have a dream, you want something bigger, the next adventure….!
Every business needs the entrepreneur- This is the person who is a year, 2 or 3 years ahead of everyone else.  They have the big picture in full view and the rest of us are still trying to see what will happen at the end of this week!  Without the entrepreneur your business becomes stale, just doing the same thing over and over, day in and day out.  I don’t like the term grow or die but that is the entrepreneur’s mantra. 

The Manager-  The manager takes all of the ideas and dreams the entrepreneur has and creates a system that people can understand and runs the business.  He and the entrepreneur have an adversarial relationship.  The manager has to create new systems and then convey them to the workers (we have a name for them too, they are the 3rd person we will talk about in a minute)   The manager is another necessary part of any business.  

The Technician- The Technician is the person who puts the widgets together.  He truly is the boots on the ground.  

You can see how you wear each of these hats, each day.  It can and does become overwhelming.  If you have a clear understanding of what portion of each day you have to wear each hat, your business, and your life will be much better.   Now you’re starting a new enterprise and running an existing business.  You need to have a clear understanding of how your time will be spent.
One of the biggest points in this book is the relationships between all 3 people.  If all 3 of these people are You and You alone that makes for some serious internal conflict.  
I have a tendency to be more of a technician but I also have Entrepreneurial abilities.  I work very hard on the management side of the business.  I can see how I want something to look and I can do the physical part of the job, but the hard part is creating the system.
When starting a new value-added business you need to create a system, a teachable system.


The The The
Entrepreneur || Manager | Technician

Ray Kroc The T
McDonald |© Teenagers
Brothers
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Let’s look at McDonald's for a minute.  Ray Kroc was a milkshake machine salesman.  When he sold the McDonald Brothers a machine he noticed 16-year-old kids making burgers and fries.  He looked into how they did it and he found out that they were very good managers.  The McDonald brothers created a system that taught teenagers how to properly cook and prepare good, fast food.  The McDonald brothers were not as gifted as entrepreneurs.  Ray Kroc was able to take the system that they developed and duplicate it into the most successful franchise in the world. Ray was the entrepreneur, the McDonald brothers were the managers and the teenagers were the technicians.  
Unless you plan on being very limited in what you produce you will need to view your business with these 3 people in mind.  It will start out with you as all 3.  Then you will need to figure how you will create “your” system.  Maybe you won’t have teenagers working for you, but hopefully, you will have the ability to create some jobs and grow your business.  
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Who will you need to help you?

The obvious people are family members, Key Employees, Bankers, Accountants, Lawyer, 


Sales & Marketing
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Sales and Marketing… Many of you may not think you’re a salesperson, but you HAVE to be.  We are all selling today, especially if we are business owners.  Today, more than ever before we need to connect with our consumers. I’ll go even further and say we need to develop relationships with our consumers.  Our consumers have a desire to know about their food and farming practices and they will get information from where ever they can and believe it- EVEN IF IT IS WRONG.  With a value-added business, you have the ability to connect and sell not only your value-added product but your story, your farm, your legacy, but help the whole agriculture industry.  Make sure you know of what your consumers are looking for.  They want to know things about how the cows are treated, how and why are the calves taken from their dams so soon, do they feel pain.  You may not have considered these as relevant, to you and I they are not, but to our consumers they are.  If your value-added business puts you in the public eye and connecting with customers, be prepared to send the right message. If you do this right it will resonate with your customers and you will have increased sales and success.  As dairy producers, we are all on the same team.  #1 Rule in sales “It’s NOT about you”  it’s about your customer.  Ask questions, shut up and listen.

Let's go back to Ben & Jerry’s and look at the way they marketed their ice cream.  Ben & Jerry knew they had a great product and a great message.  They knew their “why”. But the hardest thing to do is change someone's habits.  Changing someone’s buying habits, and convincing them to spend more is extremely hard. So their solution was to use Guerrilla Marketing.  This was cheap, it involved them walking into office buildings and giving away their ice cream.  They went into places that could afford a little higher end product.  They gave their ice cream away, but this also made people change their habits.  
If you want to get people to change their habits you need to give some of your product away and get it in their mouths.  This is marketing and selling.  In the beginning, this will dominate your time, effort and money.  One more thing to consider, this was an eye-opener for me when I started my ice cream pint business in 2004, you may be competing against Coke and Pepsi.  


Run at them, not away.

Make them a part of your team.

If you do what they say people
don’t get sick.

Regulators-
Local, State &
Federal

€



Presenter
Presentation Notes
One big component that many people don’t do soon enough is bringing in the regulators ASAP.  If you have an NCDA inspector in your area get them involved now.  Sit down and discuss your plans, ask questions and make sure they are on board.

In the late ’90s and early 2000s, a friend of mine was starting his yogurt business.  He was an old family friend.  He built a garage near his house and decided that if the yogurt business didn’t work his wife would have a nice place to park the car.  During the construction and beginning phases of the yogurt business, he had the State Ag & Markets inspector come to do an initial walkthrough  (Ag & Markets is the same as NCDA)  to make sure he would be in compliance with the PMO.  The inspector was extremely negative and basically said that my friend was wasting his time, something like this would never work, there will be too many flies because his barn was close by.   The inspectors’ problem was the proximity to the farm and the fact that there were very few “on-farm processors” and if my friend went into business this inspector would have more work to do.  The inspector thought that he had left my friend with the idea that he should quit and just have a nice garage.  Little did he realize that my friend was a member of a very prominent family in the county and he had friends all the way in Albany.  As a matter of fact, my friend knew the inspector's bosses boss. Before the inspector was out of the driveway my friend called Albany.  A few days later the same inspector showed back up and apologized for his actions and was extremely helpful thereafter.  

Two reasons I tell this story-
1- Run at the regulators, not away from them- you need them on your side and they need to know your “Why” they can make your life so much easier if you treat them like they are a part of your team and not the adversary.  Fact is if you comply with what they tell you, people won’t get sick.
2- It’s not what you know it's WHO you know.  Utilize as many people and organizations as possible. If you are worried about your recipe have them sign a non-disclosure but utilize these people.

When I started my ice cream scoop shop I had drawings printed out with electric, plumbing how I was going to process my ice cream.  All of the information was on the drawings.  I went to the local health dept. and reviewed the drawings with the inspector.  I invited the health dept inspector to come look at the space as we were doing the renovations.  We reviewed the drawings in the space during the construction renovations and he made some small requests to change, and we did.  Two days before we were going to open the inspector came back for the final inspection.  He looked at a drainage pipe and was concerned that it could leak and contaminate food.  I reminded him that the drawings showed all of the plumbing and equipment placement when he came during construction. He soon realized that there really was no danger of contamination and approved us.  Had I not gone through the process of getting involved with them from the start I probably would have had to spend more money and not opened on time.

My major point here is to ask for help and get your name and idea out there, people want to help and be a part of what you’re doing.  



Who Can you Collaborate with?

One hand washes the other...
It's not what you know...it's who...

Find someone to barter with. Is there

someone you Can share a resource
D

with?
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Who can you collaborate with? 
Is there someone else local that you can work with??  At the beginning of this presentation, I described working with Yates Mill Park selling their cornmeal.  I will help draw more attention to the Yates Mill Park and they will push people to the Creamery and museum.  Be creative and see who else you can establish a working relationship with.  Notice I didn’t say partnership, a partnership is the only ship that doesn’t float.  I was able to work a couple of suppliers to help cut back on my product cost before it was manufactured.  Work with your local chamber of commerce to find out retail outlets, if that is what you need.  

Here are a few organizations that will be excellent resources.

Farm Bureau
NC State
Extension
Chamber of Commerce
S.C.O.R.E- Non-profit that helps small businesses
NCANA- NC Agri-tourism networking Assn. Anna Baggett is here and will speak tomorrow. This is a very good organization to be a part of.
(Many more out there)


Consultants?

Cost Vs. Value
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CONSULTANTS- Consultants can be your best friend but they can also cost you a lot of money.  If you hire a consultant, make sure they have a good track record and talk to some of their references.   
I have hired consultants before, some good some not so good.  

Consultant Joke- 
A sheep farmer was tending to his flock.  Up comes a fancy BMW with a well-dressed man.  The man in the BMW gets out and asks the farmer “If I tell you exactly how many sheep you have will in your flock, will you give me one?”
The farmer nodded his head in agreement.
The fancy man took out his computer and calculated some figures and announced to the farmer
“You have 1432 sheep in this pasture!” he said, very impressed with himself. 
The farmer again nodded his head in agreement.
The well-dressed man went and selected the animal as his side of the agreement. Then the farmer said.
“If I tell you exactly what you do can I have my sheep back? 
The well-dressed man agreed.
The farmer said “You’re a consultant”
The man said, in a surprised voice “Yes, I am.  How did you guess that?”
The farmer said “Easy, you showed up without anyone asking you to, told me something I already knew and expected to get paid for it, now can you please give me my dog back?”

Joking aside, utilize consultants but be sure you get what you pay for.  If they give you advice and you don’t apply that to your business it’s on you, not the consultant.  If they give you advice and it is not practical or doesn’t net profits then it is time to part ways.  



Create your foundation and build a strong business posture.  Know why you are doing this and make sure your customers know why.  Display it in everything you do.

Put together a good plan and look at the obstacles Make sure you know who your market is.  You can’t be everything to everyone.  Remember to look at things through the eyes of of the Entrepreneur, Manager & Technician.  This may help you sleep better at night. 

Establish the right team.  Don’t be afraid to ask questions and especially to someone who isn’t afraid to speak their mind, CONSTRUCTIVELY.  Get the regulators involved.  Run at them, not away.

I wish you all the best of luck in your new ventures.  Please call me if you need some consulting! 
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