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Preface


Starting a specialty food business is not for everyone. Just because you like food, and even if you like to prepare meals for your family or do it regularly for a few friends, making food your business and having food provide you with income is a different kettle of fish.


First, you need to have that entrepreneurial gene or the unwavering desire to start and build a business. There are certainly myriad businesses to get into besides the food business. You can even get into the food business without dealing with food—as a food writer, a supplier of food-business-related items like packaging or marketing services, or building commercial kitchens.


But for real foodies, the actual food is the thing. And for the specialty food foodie, it goes even one step further—taking perhaps everyday food items and making them into something new and exciting, blending flavors or creating astounding presentations.


So, if you can stomach the stress of perishables, swallow the fickleness of the consumer of specialty food, and fortify yourself to keep up with the ever-changing trends in the specialty food category, perhaps the specialty food business is for you and you can create an incredibly rewarding and fun business. Reading this book will help you go into it with your eyes wide open.


The specialty food world is almost literally, as the cliché goes, your oyster. The term “specialty food” covers a wide range of products. The mentors profiled in this book are purveyors of all sorts of specialty foods from toffee and olive oil to sweet potato salsa and gourmet chocolate bars. Specialty food also includes beverages like carbonated drinks, cider, craft beer, and local wine. Then there is yogurt, ice cream, pizza, homemade pasta, organic baby food . . . the list is endless.


And it doesn’t stop there. Specialty food can fall not just under what you produce but how you produce it: gluten-free pasta, organic produce, sulfite-free wines. And it can also include how you package it: drinkable yogurt and wine in a box come to mind. It really is an industry that you can enter into under countless umbrellas.


Throughout this book you will see statistics that point to a growing industry. Consumers are becoming more discerning of the food they eat. And with that has come a desire for local and specialty food. As you enter the specialty food industry, you must, however, always keep in mind that a specialty food business is still a business. You may make specialty whoopie pies, which sounds like a heck of a lot of fun, but the bottom line is there is still a bottom line to think about. If you were always the one to make whoopie pies for your friends and family and decide to make a business out of making and selling whoopie pies, you will need to put a different cap on once you start thinking about your whoopie-pie making as a business. All the things that make a business work apply to something as seemingly “fun” as food.


That means you still need to create a solid business plan; you likely need to find funding; location—whether it’s a retail shop or a production facility—is critical; employees still are the highest cost of doing business. Add keeping track of inventory and cash-flow issues and trying to fit in all the social media marketing that seems to be a requirement in today’s business world, and you will quickly realize that “business” is still the operative word even when it comes to food.


All of the mentors interviewed for this book pointed consistently to planning as a key to success: Make a business plan, plan for a period of time without the business making income, and plan to start your business with more upfront investment than you think you will need. Maybe you even need to plan to plan. If you do more planning than you think is necessary you will go into your business with your eyes open.


As with any business, read everything you can get your hands on and talk with everyone that is even remotely involved with the food business before you spend a dime on your business idea. And, our mentors also consistently mentioned, think about the kind of lifestyle you want to have and make sure your business model fits that lifestyle—there is nothing that will get you more quickly out of the business than creating a business that does not fit your lifestyle and your personality.


Small-business survival statistics haven’t changed much. More entrepreneurs than ever opened small businesses in 2014—but, according to the Small Business Administration, about two-thirds of businesses with employees survive at least two years and about half survive at least five years (www.sba.gov/sites/default/files/Business-Survival.pdf). Despite all the odds against a small business lasting, after you read this book you are going to go into it so well prepared and have planned so thoroughly that your specialty food business is going to not only survive but it will also thrive and grow—you will be one of those still around in a decade!


So settle in with a good cup of organically grown herbal tea, some gluten-free crackers smothered in goat cheese, and a few handmade truffles and be prepared to get excited about starting your own specialty food business.









CHAPTER 1


Who Puts the “Specialty” in Specialty Food?


From cheeses, meats, and seafood to shortbreads, toffee, and maple syrup, the specialty food industry has such a wide range of entry points that if you have a food skill and feel passionately about letting others enjoy the fruits of your skill, you should certainly consider taking it to market. And not only is the range of food types broad but you can choose how to participate—as a producer of a specialty food, you can make your product and sell it in your own retail store or via mail order or be strictly a producer providing your product to retail stores or mail order catalogs to sell.


But first, let’s look at small business as a whole.




 






      fun fact
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This heading probably should be “Eew!” but the Specialty Food Association reports that the next wave in the edible insect market may be cooking oils made from insects. Who knew there even was an “edible insect market”?






 





The Current State of Small Business in America


According to the U.S. Census Bureau, small businesses (defined as those with 250 or fewer employees) employ 56.1 million of the nation’s private workforce. Firms with fewer than 100 employees make up the largest part of small-business employment.


That said, small business is far from immune to the ups and downs of business cycles. It has taken a while for the small-business sector to recover from the recession in the late 2000s. Just in 2015 did birthing of companies exceed exit rate, a trend not seen since 2007 according to business.com. “Small businesses are the forefront of our economy . . . every minute, a new business in the U.S. is started and according to some people, more than 50 percent of all workers will be self-employed by 2020.” (“The State of Small Business in 2015,” May 5, 2015, by Betsy Scuteri, www.business.com.)




 






  [image: ][image: ]  State of Small Business






Wasp Barcode is a barcode and system software technology company. Their “State of Small Business Report” (www.waspbarcode.com) found the following statistics:


             [image: ][image: ]  47 percent of small businesses were more confident in the economy in 2015 than a year before.






             [image: ][image: ]  Product companies were anticipating higher revenue growth than nonproduct companies.






             [image: ][image: ]  57 percent expected revenue growth in 2015.






             [image: ][image: ]  56 percent expected to invest less than 3 percent in marketing.






             [image: ][image: ]  38 percent were expecting to hire employees in 2015.






             [image: ][image: ]  38 percent planned to spend money on IT in 2015.






             [image: ][image: ]  35 percent view their company website as very or even extremely important.






             [image: ][image: ]  54 percent spent over $5,000 in on IT-related equipment and software in 2014.










 





The Small Business Administration (SBA)


With statistics like the ones from the U.S. Census Bureau showing that small business (defined as fewer than 250 employees) employ 56.1 million people, it’s no wonder the U.S. government has an administration devoted to small businesses. Anyone thinking about starting a business should have the SBA (www.sba.gov) bookmarked for quick access. There is a wealth of information on this site; you couldn’t do much better to start your small-business research here.




 






      tip
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“The global cheese market is expected to surpass the $120 billion mark by 2021, and grow at a combined annual rate of 4 to 4.5 percent over the next six years, according to a recent report by DecisionDatabases.com.” Reported in an article titled “Growing Cheese Industry Reveals Opportunities in New Markets” on the Specialty Food website (www.specialtyfood.com).






 





The SBA started in 1953. It is an independent agency of the federal government helping Americans start and grow small businesses through field offices throughout the U.S. and its territories. The SBA was designed by Congress to also ensure that small businesses get a “fair proportion” of government contracts and sales of surplus property. You can quickly see that using the SBA to its fullest is only to any small business’s advantage.


Through the years, the SBA has met current challenges in the small-business arena such as focusing on minority- and women-owned businesses with special programs and education to help these businesses thrive. They publish the Small Business Resource magazine and annual national resource guides. These resources contain educational information on things like how to apply for a government contract and keep you up-to-date on current legislation and advocacy on behalf of small businesses, as well as some small-business basics like advice on creating a business plan and how to obtain financing.


The SBA was created for you. You will do yourself a favor by referring to their site and contacting them whenever something comes up in the startup phase or as you establish your specialty food small business.




 






      stat fact
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With consumers continuing to be health-and wellness-conscious, the demand for specialty foods such as gluten-free baked goods and low-fat snacks continues to rise.


      —U.S. Small Business Administration www.sba.gov






 





Service Corps of Retired Executives (SCORE)


Imagine 13,000 volunteer mentors at the service of the small-business world. That’s what the nonprofit organization SCORE (www.score.org) is all about. There are almost 400 SCORE chapters throughout the U.S. in urban, suburban, and rural communities. Formed in 1964, more than ten million Americans have used SCORE’s mentoring services. These mentors can help you at any stage of your business, from planning to startup to growth.


Go to the SCORE website at www.score.org and click on the link to finding a chapter near you. A check of the zip code 03801 (Portsmouth, New Hampshire) produced one chapter right in Portsmouth and five other chapters within a 50-mile range of Portsmouth.


After locating a chapter near you, you submit a request for a mentor, get together with your mentor to get help on specific goals (or help creating specific goals!), and follow up with your mentor throughout the life of your business. SCORE offers online resources that you can sign up for to have emailed to you and they offer local and online workshops and webinars for further education as well as community events such as roundtable discussions and seminars. The website has everything you need to locate all of these services.




 






      warning
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Many small-business leaders point to healthcare costs along with EPA regulations and increased stringency in OSHA compliance as making it harder and harder to do business today. You shouldn’t let this deter you from starting your business, but you should be very aware of these costs as you get started.






 





The Specialty Food Industry as a Whole


The specialty food industry has far exceeded the realm of the niche market. While some items within the industry may be niche-driven, overall specialty food is itself a force to be reckoned with.


Throughout this book you will hear from those who have done it—a toffee maker who took over the family business; the person with a full-time job who took her hobby of making jams and jellies from local in-season produce and made a side business out of it then put it on hold and has plans to revitalize and expand the business; and the chocolatiers who have a commercial kitchen at their home and added an in-town retail store that they have decided to close.


There are several avenues you can take if you want to start a specialty food business. These include:


      [image: ][image: ]  A homebased business that is self-limiting from not only space but also state and federal food production and sales laws


      [image: ][image: ]  A homebased business that has more opportunity for growth because you have created a commercial kitchen space in your home


      [image: ][image: ]  Your own retail shop that includes a production area


      [image: ][image: ]  Production-only specialty food business that distributes to a network of retailers


      [image: ][image: ]  Production-only specialty food business that focuses on mail order


Of course, a combination of one or two of these is not only a possibility but quite likely. Which is to say that with the specialty food market, the sky’s the limit! You need to do some soul searching and figure out some logistics to decide which approach makes sense for you and the business you envision.




 






      warning






[image: ]












[image: ]








The food industry is heavily regulated in every state. Do not ignore these laws. In New Hampshire, one of the general laws about food stores (RSA 143-A:4) reads: “It shall be unlawful for any person, unless exempted under RSA 143-A:5, to operate a food service establishment or retail food store within the state without having obtained a food service license to be issued by the [DHHS] commissioner. For new establishments or establishments that change ownership, an application must be submitted along with the appropriate fee and an inspection must be conducted before a license will be issued.”






 





Homebased


The SBA offers the following five steps to help you decide if a homebased specialty food business is right for you:


       1.  Ensure that you and your home are properly equipped for the business of food production. What do you intend to produce? Do you have the equipment? Do you fall within the limits of local zoning laws?


       2.  Finance your homebased business. The SBA does not give out loans but they do have a guaranty program with banks and lenders that you should check out. Their Microloan program guarantees loans averaging $13,000 with the high side at $35,000.


       3.  Take the appropriate steps to license and register your homebased business. It is not worth it to try to skirt around the regulations. You do not want to risk your business.


       4.  Understand the regulations that govern food production. Again, you need to know what you are required to do and you need to do it. It is not worth risking all your hard work trying to skirt around regulations that just seem too difficult. Contact your county’s public health department and find out all you need to know.


       5.  Marketing your food product or service online. Don’t look at the internet as regulation-free. The food business has very specific regulations governing online ordering and marketing of food, known in general as “ecommerce,” much of which, the SBA says, is state-regulated. If you plan to sell across state lines it gets even more complicated. Find out what these regulations are before betting your whole business on online sales.




 






      aha!
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Who says your specialty foods business has to be food for humans? The pet food business is a booming one. Pet owners are spending billions each year on Fido and Fifi. Buying them special homemade treats is one aspect of that booming market. Perhaps you find pet specialty food a more appealing market or perhaps you can add it as a sideline to your specialty-food-for-people retail store.






 





The Retail Store


Starting and running a retail store is an animal all its own and one that, according to the SBA, more than a quarter million people in the U.S. earn a living doing. The SBA offers the following tips to get you off on the right foot:


      [image: ][image: ]  Determine which type of retail model is right for you. If you have decided on a physical store as opposed to online retailing, you might want to consider whether there is an existing store for sale that would meet your plans. If you are going to start from scratch, be sure to check all the regulations for retailing the specific type of specialty food you are planning to create.


      [image: ][image: ]  Find the right location. As we discuss in more detail in Chapter 7, you need your location to be where your target market goes. The SBA recommends making sure to “combine visibility, accessibility, affordability, and commercial lease terms that you can live with.”


      [image: ][image: ]  Finance your retail venture. In other words, make sure you have the proper financial backing to fund your startup until the business starts to earn income. This is one of the key reasons that small business startups do not make it. Chapter 6 walks you through financing.


      [image: ][image: ]  Determine your business structure. Do you want to head out alone or do you think a partnership of some kind might make it more likely for your business to succeed? While you can certainly hire employees to staff a retail store, a partner will ease that burden and fill in other skills that you lack or are not interested in. Choose a partner who complements your own skill set. Partnerships can go sour very easily, but if you do your upfront due diligence, it might end up being the best decision you make for the success of your business.


      [image: ][image: ]  Take care of the regulatory requirements involved in starting and operating a business. The food business has some unique and strict regulations that you will want to be sure to know and adhere to. If your retail store has a production area, you need to know the regulations for two very different aspects of your business.


Production and Distribution


You may decide that a retail store is just not right for you. You have decided that you will produce your specialty food but leave it to others more suited to retail to sell it for you. Your product still has to get to the retail stores, and the stores need to know about your product, so there is a still a lot to do besides produce your specialty food.


If the idea of marketing and the organizational details of marketing, selling, and shipping don’t appeal to you, you had better plan to find someone to whom that does appeal, because getting those three things right will make or break your business. You can produce all the great product in the world but if no one knows you have it, and no one sells it for you, your business is going nowhere.


Production


The actual siting of a production operation is covered in Chapter 7, but to make the initial decision to do the production and let others do the selling, you need to focus on getting that production facility just right. First, as already stated, make sure you check with state regulations about a production facility. One of the mentors in this book decided to create her own commercial kitchen at her house—she found the process went very smoothly from planning the kitchen to its passing state inspection because she did some upfront work of having the regulators in her state help her before anyone pounded a nail to create the kitchen. You should do the same with your production facility.


You can choose to buy an existing facility or build out your own. It can be on the outskirts of town in a strip mall (these facilities are usually designed to be very flexible in renovating interior space) or in a warehouse area in your town or even at your own home if you have the space. It is often best to locate near your target market. In order to determine where that might be, use Figure 1–1: Target Market Worksheet. But no matter where you choose to locate, the regulations for the inside of the production facility will be the same. Be sure to find out what they are.




 






      stat fact
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Small businesses created 108,000 jobs in March of 2015.


      —ADP Payroll Services






 









[image: FIGURE 1–1: Target Market Worksheet]












[image: FIGURE 1–1: Target Market Worksheet]








FIGURE 1–1: Target Market Worksheet








      warning
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NYC is the first U.S. city to “require chain restaurants to include a saltshaker symbol next to menu items that exceed the daily recommended limit of 2,300 milligrams of salt . . .”


      –Time (“New York City Menus Will Soon Have Salt Warnings,” Michal Addady, 9/9/15)






 





Marketing


Once you have your production facility planned and you know when you expect to start rolling out your first product, you will need to make sure to start marketing to the retailers that you hope will sell your product. Be prepared to provide samples to potential retailers. You can run a sample batch of your product (even if you have to rent a commercial kitchen for that). You can send samples to potential retailers or attend a trade conference where retailers check out wholesaler booths/products (check www.specialtyfood.com for one in your region).


However you decide to approach retailers, be sure to send the product in the actual packaging you plan to use so they can see the finished product and how it will look on their store shelves. If you are not 100 percent sure of the finished packaging, use potential retailers as an unofficial focus group and ask their opinions about different packaging possibilities.




 






      save
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According to Inbound Logistics, “Some packaging solutions that prevent product damage while cutting costs and boosting efficiencies can be counterintuitive.” They recommend that manufacturers consider the entire span of the supply chain. “Any wasted money is wasted over and over again,” says Dan Lafond of packaging manufacturer Rehrig in an Inbound Logistics article “Finding Cost Savings: It’s the Whole Package” by Suzanne Heyn (inboundlogistics.com). Reusable packaging materials, plastic trays, and pallets have become more common, the article says.






 





Distribution


You’ve landed several retailers around the region, or even the country (be sure you are legal, food-safety-wise, in every state you plan to do business!), to carry your product. Now you need to get it to them. This is where you need to decide on the best shipping method to ensure your product gets to the retailer intact, the way you intend it to look. One of the mentors in this book has decided not to invest in all the hot-weather packaging required to ensure safe delivery of their chocolate bars; therefore, they do not ship during the hottest season. They do not want their carefully created beautiful chocolate bars to arrive “as a puddle of chocolate.” You don’t want something like that to happen either.


Mail order specialty food retailer Omaha Steaks has created a shipping model for their frozen meats to ensure safe delivery. Their products ship via overnight mail and are flash frozen with dry ice inside a Styrofoam shipping cooler. Recipients are instructed on the outside packaging to unpack and put the contents in the freezer as soon as possible.


Not only do you need to decide on distribution range and packaging, but your facility needs to be able to accommodate the packing and shipping process. This is a whole different animal from creating the specialty food you plan to sell, so, once again, if this is not something that revs you up to get out of bed and get to work each morning, make sure you hire someone who has the skill to get an efficient distribution process underway and operating.




 






      tip
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One way to decide how you need to distribute your products is from the bottom line income your business needs to make to succeed. If you have the base in your region to meet that goal without casting your net wider—great. You can always expand later. Do keep in mind that many retailers do not appreciate it if you spread your product so widely in the region that sales outlets are cutting into each other’s sales totals.






 











  [image: ][image: ]  Retail Secrets You Should Know






Here are a few things, according to the Retail Doctor’s Blog (“41 Things No One Told You About Starting a Retail Business” at www.retaildoc.com) that might surprise you:


             [image: ][image: ]  As soon as you figure out what your customers want, they will want something totally different.






             [image: ][image: ]  People in your town will assume you are rich because you have your own business.






             [image: ][image: ]  You will work weekends and holidays; if you don’t like it, don’t go into retailing.






             [image: ][image: ]  Sometimes a Tuesday might be your best day; other times it will be a Saturday. In this business, there is often no consistency.






             [image: ][image: ]  The customer is always right.






             [image: ][image: ]  You will rarely have a for sure day off again.






             [image: ][image: ]  Just because someone asks for a discount doesn’t mean they won’t buy if you don’t give them one.






             [image: ][image: ]  Running a business is harder than you think it’ll be, but you won’t really have time to notice.






If you find these helpful and interesting, go to www.retaildoc.com to read the other 33.






 





Other Specialty Food Venues


Perhaps you have an idea for a specialty food that you feel could make a business but the thought of producing food and getting it to the consumer through the retail market or mail order doesn’t quite suit you. There are several other ways you could get into the specialty food business.


Strictly Special Order


You could make your specialty food—say it’s chocolates or lollipops or cake pops or goat cheese formed in the shape of a goat—and simply sell it via special orders. Corporate gifts to put in gift baskets, maybe those famous baskets of high-end items that the stars get in their hotels at the Academy Awards ceremony, wedding receptions, other big parties—the list of possibilities is endless. In this kind of business, you would have to have samples to offer, but your product is always presold. You would still need a production facility. You could lease a commercial kitchen, but then you would still have to put it all together somewhere—plate it, wrap it, box it, however you plan to present it to your client.


The other thing about this approach is that you will either need to spend as much time on sales as on making your food item or you will need to hire someone (or take on a partner) to do the sales part for you.




 






      warning
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Even though you are operating out of a food truck, there are still plenty of health and food safety regulations you must follow as well as general licensing fees and fees specific to your vending operation. Check local and state regulations for the laws specific to where you will be operating.






 





Food Truck


Food trucks continue to be hot in certain parts of the country. They tend to do well either on Main Street where there are a lot of people or in rural areas where lunch options are few and far between.


A food truck is a great place to sell certain specialty food concoctions—from special creations like veggie hot dogs with your special homemade sauerkraut or gourmet pretzels with a variety of dipping sauces or fruit dipped in different chocolate and sauces, crepes, meatballs, cupcakes—the possibilities are nearly limitless.


There are many advantages and unique features to food trucks. Here are a few, according to “Food Trucks 101: How to Start a Mobile Food Business” by Entrepreneur Press and Rich Mintzer (www.entrepreneur.com/article/220060):


      [image: ][image: ]  You can choose a variety of locations from street corners to train and bus stations to resorts and conference centers, corporate parking lots, even beachside (how fun is that?).


      [image: ][image: ]  78 percent of food trucks have four or fewer employees.


      [image: ][image: ]  The mobile unit can be moved if you find the area you set up in isn’t as busy as you thought it might be.


      [image: ][image: ]  The food trucks themselves have become capable of housing very sophisticated equipment.


There are, says the article from Entrepreneur Press, two different kinds of food trucks:


       1.  The MFPV, or “mobile food preparation vehicle,” where food is prepared as the customer waits


       2.  The ICV, or “industrial catering vehicle,” which sells only prepackaged food—sort of a vending machine with lots more choices


Of course, the ICV tends to be cheaper than the MFPV—which could run upwards of $100,000—because the unit where food is prepared needs lots more equipment. The food cart is the cheapest of all, likely costing under $3,000 for a used one.




 






      warning
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Food trucks have the unique issue of being out in the weather. You can create a food truck that keeps you comfortable in most conditions, but how likely are your customers to stand in line in a blizzard? You need to account for those days when you just can’t set up shop. This can be difficult for people who like regularity and need to count on that income every day.






 





Don’t get duped into thinking the food truck business is easy! It may be “easier” than opening a storefront or a distribution center, but it has its own quirks. As most of our mentors point out in Chapter 3, you need to figure out what kind of business suits your personality and lifestyle preference.


Some things to keep in mind are:


      [image: ][image: ]  Staffing the food truck itself is likely to only be a small portion of your day. Prep, office work like ordering supplies, and picking up supplies typically takes a couple hours of the day before and/or after the truck itself is in operation on-site.


      [image: ][image: ]  Cleanup is key. Your food truck needs to be as neat and clean as any other food operation.


      [image: ][image: ]  Getting to and from your destination can take time. Of course, ideal is if you can keep your truck on-site even if it means packing it up and moving it a few hundred yards. But you may then fall under some different regulations since you are technically not a mobile truck unit if you don’t move.


      [image: ][image: ]  Marketing doesn’t go away just because you are mobile. Unless, and even if, you are set up in a busy downtown area, people need to know about you. Social media can be great promotion for this kind of food business.




 






      tip
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Decide where and what time you want to set up shop and stick with it for a while. It takes time for people to get accustomed to your presence and tell their friends where they are getting their great lunch or midafternoon snack and coffee. You don’t want to keep them guessing about where you are going to be!






 





Entrepreneur and Mintzer’s article estimates that if you take an average of $60,000 for purchase of a food truck and add:


      [image: ][image: ]  $1,000 for startup ingredients;


      [image: ][image: ]  $2,000 for permits and licenses;


      [image: ][image: ]  $2,000 for the first month’s rental of a commercial kitchen;


      [image: ][image: ]  $300 for the first month of parking and truck maintenance;


      [image: ][image: ]  $2,000 for packaging;


      [image: ][image: ]  $1,000 for your home office for bookkeeping, etc.;


      [image: ][image: ]  and $500 for miscellaneous costs,


You can get into the food truck business for just under $75,000. And if in a few months it isn’t what you thought it would be, you can likely recoup a lot of your vehicle costs by selling it used to the next person who thinks he wants to give the food truck business a try!


Personal Chef


Being a personal chef for people on a specialty diet can be a very rewarding way to get into specialty food. Cancer patients, especially those on chemotherapy, can really benefit from a personal chef who knows how to make food that is especially appealing when chemotherapy drugs make food unappealing but when it is important to maintain nutrition for strength and the best health possible. James Haller, former chef in Portsmouth, New Hampshire, who ran the locally famous gourmet restaurant The Blue Strawberry and is credited with establishing the now vigorous Portsmouth restaurant scene, became engaged in food specifically for cancer patients, including writing the book What to Eat When You Don’t Feel Like Eating (Robert Pope Foundation, 1994).


Other types of specialty cooking for health reasons include:


      [image: ][image: ]  Low-sodium and other high-blood pressure-related nutrition


      [image: ][image: ]  Diabetes and low-sugar diets


      [image: ][image: ]  Heart disease and low-fat, low-cholesterol cooking


      [image: ][image: ]  Celiac disease and gluten-free cooking




 






      stat fact
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According to Statista (www.statista.com), specialty food store revenues in the United States in 2010 totaled almost $8 billion.






 





Besides being personal chef for those with chronic diseases, you can also get into specialty cooking as a personal chef for working couples with children who feel like they don’t have time to cook healthfully for the family. Or for those who are in positions to host frequent parties, events, and social functions who want someone they can count on to come into their home, take over the kitchen, and wow their guests with food within whatever budget they set for you.


There are some extra credentials you will need or want to successfully promote yourself in the specialty food personal chef business for those with chronic illnesses or health dietary concerns. This may be as little as having a go-to consultant in the medical field for that particular chronic health issue. Or you may want to get some training yourself in the specific field. The diabetes category, for instance, has a very formalized segment in the industry on diabetes education. Registered dietitians can specialize in any of these fields. And while you may not want to do the rigorous education for becoming an R.D., they often work independently and you can line them up as consultants. Contact the Academy of Nutrition and Dietetics (formerly the American Dietetic Association) at www.eatright.org to find registered dietitians near you.




 






      fun fact
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According to the Specialty Food Association, botanicals such as ginger in beverages is a growing trend, especially in European markets. In the first three quarters of 2015, 12.7 percent of carbonated soft drink launches in the U.K. contained ginger compared to 3.3 percent in 2010. Does what starts in Europe become a U.S. trend? Perhaps someone might try it and find out!






 





Retail Food Store Regulations


Once you start thinking about combining the food industry and retail, you have a lot to think about. Check with the state in which you plan to do business to get the most up-to-date information about the laws and regulations you need to abide by to prepare and sell food to the public. In New Hampshire, for instance, you would check with the Department of Health and Human Services. An online search of “selling food in New Hampshire” brings you to the DHHS site where there is information about licensing mobile food units, food sanitation, and more. Some regulations you may encounter include:


      [image: ][image: ]  To establish a food service business or food store in New Hampshire you must, among other things, submit a Food Establishment Floor Plan with a fee, which as of this writing is $75.


      [image: ][image: ]  Not only do you need to submit the floor plan, a water system plan, and a wastewater plan, but you also must include information that is required of all new retail establishments and businesses.


      [image: ][image: ]  If you plan to buy or sell a food service establishment or retail food store you must submit at least 30 days in advance a list of several items to the Food Protection Program including the establishment’s license, written request for the change, a letter from the most recent owner acknowledging the impending transfer, as well as a floor plan checklist, water systems compliance plan, and wastewater system compliance plan—and any fees of course!


      [image: ][image: ]  Look into the requirements from the Food Sanitation Inspection and Licensing Program, which will do routine inspections and investigate complaints. They also will help train food service workers, and they issue 90-day provisional licenses to new businesses and those that have changed ownership.


Every state has different laws that may be administered and regulated by different departments, or even more than one department. The onus is on you to do the proper research and contact departments and get the licensing you need to legally operate a retail food store in your state.


The bottom line is there are a lot of angles to think about when opening a specialty food business—and many of them are not specifically about food! But the specialty food industry is well entrenched in the U.S. retail consumers’ minds and can be well worth the effort to get your unique or same-old, same-old just more excellent than what is out there food business off the ground.




 






      warning
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If you are dealing with liquor on any level be sure to check with your state’s liquor commission to find out what rules you need to follow with regard to liquor sales or consumption.






 





Sites to Know


To work with food you will want to become as familiar as you can with food safety standards as mandated by the FDA. Bookmark these websites:


      [image: ][image: ]  www.foodsafety.gov. A dissemination site billed as “Your Gateway to Federal Food Safety Information.” Here you will find safety alerts such as salmonella outbreaks and the latest news regarding food safety and handling. This is primarily a consumer-oriented website, but it is well organized and comprehensive.


      [image: ][image: ]  www.fsis.usda.gov. This is the website for the Food Safety and Inspection Service and is another place to find the latest news regarding food safety, recalls, and other food-related public health concerns.


      [image: ][image: ]  www.fda.gov. Mentioned several times in this book, this is the site for the U.S. Food and Drug Administration. You can register here online as a food facility that manufactures, processes, packs, or holds food for either human or animal consumption. There is also information about labeling, packaging, additives, and other guidance.


      [image: ][image: ]  www.usda.gov. This site has a “food and nutrition” section that includes general information on things such as the food pyramid and child nutrition as well as information on food safety, recalls, security issues, and other food-related news.




 






      stat fact
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Seventy percent of consumers in the age group of 25 to 34 were likely to purchase specialty foods, according to Statista. Next were 18- to 24-year-olds at 69 percent, followed by 35- to 44-year-olds at 60 percent. The lowest rank was among those over 65, but even still that was a respectable 45 percent, which is a lot of consumers considering the over-65 crowd represents a large percentage of the baby boom generation.
















CHAPTER 2


You Like to Eat but Is this Business Right for You?


Deciding whether or not the food business is the right business for you is critical to your success once you do get into it. A lot of time and likely considerable expense goes into creating a thriving food business. There may be a little bit of luck too, but if anyone tells you a lot of it is luck, don’t listen. A lot of the success in specialty foods is from excellent, detailed planning and good old-fashioned hard work to make your plan a reality.




 






      fun fact
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Pop-up stores (retail shops that open in an empty space just for a season) are said to be perfect for millennials who “value new experiences over ownership or possession of products,” says Werner van Huffelen, owner of The Design Strategist in the Netherlands (“The Power of the Pop-up Business” by Alexandra Gibbs, www.cnbc.com, 8/21/15).






 





Test Yourself


One of the best ways to find out if a business fits your personality and lifestyle is to work in it for a while before plunging in and setting up your own shop. If you are in a full-time job, there are many possibilities for part-time work in the specialty food business. It can be educational just to take a part-time temporary position in a chocolate shop during the busy holidays or pull an evening shift two or three nights per week at a production facility. Maybe you are looking at craft beer, or cider, or wine as a potential business; even a couple of shifts a week as a bartender at a small brewery can get you in the atmosphere of the small brew business to get a sense of what to expect. Plus you can earn a little extra cash while you are at it to add to the business startup piggy bank!


When you work in a similar job or as you get started in planning your business, think about the following:


      [image: ][image: ]  Do the typical hours mesh with your preferred lifestyle? If you are interested in opening a craft beer brewery, do you need to be up late at night when being a night owl isn’t your usual style? Bakeries tend to get started early in the morning; is the phrase “early riser” one that has never been part of your vocabulary?


      [image: ][image: ]  If you have always been accustomed to taking off on a trip whenever the spirit moves you, opening a retail shop is probably not a good match for you. Perhaps a production setup in a category that has a couple of extremely busy seasons and then slower periods where you could shut down for a week at a time would work better for you.


      [image: ][image: ]  Someone with a gregarious personality might not want to open a one-person production business where you are by yourself all the time. And someone who is not fond of spontaneous interactions with strangers is not a good candidate to open and run a retail storefront.


This is not to suggest that every possible aspect of a food business can be self-selected around your personal idiosyncrasies. But don’t set yourself up to get into a business type that is just going to make you regret your decision, dread going to work, or not feel like putting a 110 percent effort into your new business. That is a recipe for failure before you even begin.


Of course, all of this is moot if you have a business that can afford to hire employees to do everything you don’t particularly enjoy doing. But that is atypical of a startup business of any kind, and certainly of one in the specialty food industry.




 






      warning
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Don’t get a job to test the waters within the same market you plan to set up in. Drive at least a couple towns away—you don’t want your potential competitors to think you were spying on them. Getting the inside story about a competitor is not your intention; your intention is to get the inside experience.






 





Small-Business Personality Traits


There are six traits that are conducive to small-business success according to an article by Ben Popper in Business Insider called “Six Personality Traits Every Small-Business Owner Should Have” (January 13, 2011). The article disseminates the results of a study by the Guardian Life Small Business Research Institute which found “that there were certain traits that stood out among the most successful ventures.” These six traits are:


       1.  Being collaborative. Know when and how to delegate and motivate others on staff.


       2.  Curiosity. Have an interest in scouring the world for ways to improve your business.


       3.  Focusing on the future. Business owners that plan cash flow and succession planning do better.


       4.  Self-fulfilled. Those who would rather be in control of their own destiny than feel secure in a corporate environment are more successful.


       5.  Tech-savvy. It’s here, it’s the world, use it to your advantage and make your business more efficient.


       6.  Action-oriented. Adversity actually makes strong business leaders work harder and motivates them.




 






      tip
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If your small business will have employees, now’s the time to start learning about leadership. “A good leader allows both employee responsibility and creativity to encourage growth and new ideas.” (“5 Leadership Lessons from Successful Small-Business Owners” by Royale Scuderi, Open Forum, www.americanexpress.com)






 





One group (RingCentral) reporting on this study in a blog post actually pulled “desire to delegate” from the “being collaborative” trait and thought it was important enough to be a trait of its own. It is probably unlikely that any one person is strong in all these traits. But think them through and think about your own approach to any one of them. Then figure out how you might strengthen the ones you are weaker in, even if the solution is something like delegating to someone else to be tech-savvy!




 






  [image: ][image: ]  Using Trends to Your Advantage






Some basic trends mentioned in the article “Finding the Right Small Business for You” from www.bizfilings.com that are worth keeping in mind as you make decisions about your business are:


             1.  Both husbands and wives are wage earners in today’s market. This means that tasks that were once commonly performed by a stay-at-home wife/mom (like meal preparation) are often now delegated. Is this a service you can provide?


             2.  Outsourcing is popular in today’s businesses. Employees have been laid off and outsourced replacements brought in. Is there something in this trend that you can capitalize on? Maybe not in the specialty food business, but being creative is the name of the game.


             3.  Is there a technological approach that you could make a business from? What if you spent an hour on your computer in the early evening and offered 10 people to email you what they have in their fridge and you suggest a meal to them? Even technology is creative!


Be sure to spend time interacting with the community. Join in on sidewalk sales and demo days. Attend chamber of commerce events and offer to bring samples of your product. Join the local Rotary Club and interact with business leaders who can bring business your way. These are some ways you can expand a retail operation into much more than the four walls of your shop.






 











      stat fact
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According to the Census Bureau, women own 36 percent of all U.S. businesses, and of those, 89 percent have no employees.






 





Other Things to Consider


The food business is a category like no other. While a specialty food business does not have the pressures of the restaurant industry, there are similar things to consider.


The Pressure of Perishables


Dealing with food often means dealing with perishable products—whether it is the product you make or the ingredients you need to make the product. Keeping track of your inventory and your product is a key chore for the food business owner. You need to be meticulous in your records and with your ordering process. It is somewhat simpler today to do “just in time” ordering, but that has to be balanced with making sure you have what you need to take on that sudden huge order that could give your business the best week ever—if only you had 200 pounds of flour on hand.


You can fill in with purchasing at one of the big box stores, but you may find it means less profit on your big order, and sometimes it might mean compromising the quality of your ingredients, which is probably not worth it. It helps to find a couple of foodie business friends and set up a network where you can help each other out in these kinds of circumstances.


The other aspect of perishables is that what you don’t sell in your retail store becomes day-old after a day. For some items the shelf life is a bit longer than a day. This is an issue for baked goods. Some of it you can deal with by packaging for longer life. Bakeries and other best-when-fresh food purveyors can set up with a nonprofit soup kitchen to deliver any unused food at the end of the day; the food is still good, it just might not present well for customers to purchase. There might be other nonprofits who might be able to use that day’s unsold goods at an evening meeting or event. And you might even be able to write off those donations.




 






      fun fact
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The five best states for women-owned businesses, according to Thumbtack, are:


             1.  New Hampshire


             2.  Texas


             3.  Kansas


             4.  Oklahoma


             5.  Colorado






 





Whatever you do, you need to figure out if you can handle the pressure that comes with perishables and if you have the organizational and planning to skills to order as closely as possible so that you can sell most of what you make.


Deadlines


The specialty food business you have in mind may be a chocolate shop—a small storefront with a production area in back. You get up in the morning and make whatever confection you fancy making that day. Your customers love coming in to see what you’ve come up with to join the solid-selling standbys. But if you also make your business work by taking orders for special occasions, be prepared to work under deadline pressures.




 






  [image: ][image: ]  Choose the Right Business for You






In the online article “Finding the Right Small Business for You,” Bizfilings’ Business Owner’s Toolkit (www.bizfilings.com) offers the following three common mistakes that people make in choosing a business (and reasons that often result in business failure):


             1.  Not doing the right amount of market research on demand for a product or service that is currently your hobby that you “think would make a good business”


             2.  Not planning enough


             3.  Not asking for help


Don’t succumb to these pitfalls. There is plenty of information out there on small-business startups in general, on specific types of businesses, and certainly on the specialty food industry. Read everything you can get your hands on, call people, network and actually contact the people that come as a result of your networking, and ask for help from those who have been there and from the professionals who are in the business of helping small businesses.






 





You are the owner and you can decide how you want to work—set up your business in a way that doesn’t make it unpleasant to go to work each day! This may mean doing something a little different from what you originally had in mind. With a small business, this is not just a job, it’s your life!


The Waiting Game


Retail is retail no matter what you are selling. Retail means having a shop in which you sit waiting for customers to come in and buy your stuff. You can always hire someone to staff your retail store, but that just means that you are paying someone else to sit in a shop and wait for customers to come in and buy your stuff. This is why several of the mentors interviewed for this book were not at all interested in opening a retail outlet for their product—Yummy Yammy owner Lisa Johnson did not even consider opening a retail store for her sweet potato salsa; Seattle toffee maker Susan Burns lets other retailers carry her product and the extent of her retail interaction is to do several demos in those stores; Winnipesaukee Chocolates owners Jonathan Walpole and his wife Sally opened a retail shop a few years into their chocolate-making business only to decide a few years into it that they no longer wanted to be tied down to the store and they didn’t want the expense of hiring someone to staff it for them.




 






  [image: ][image: ]  The Factory Model versus the Fruit Stand Model






George Horrigan, business planner and founder of Foundationhead Consulting Group and author of business books including Creating a Thriving Business (Morgan James, 2013), talks about the “factory model versus the fruit stand model” of growing a business. Almost all businesses start out in the “fruit stand model,” where the owner is highly involved and opens the doors in the morning, and if the owner is not there the business does not make money. And some businesses are naturally in the fruit stand mode longer than others. But for those business owners with the goal of expanding or eventually having their business work for them, Horrigan encourages establishing their businesses with the intention of quickly moving to the “factory model” where the owner is dealing with the bigger picture issues that lead to a thriving business and sets up processes where day-to-day business can be delegated to others. This is what Horrigan feels leads to a thriving business that is set up to grow from the beginning.






 





But for many people, retail is their dream. All this is fine if retail is what you want for your business—although it is probably rare for small retailers to get wealthy, many retail business owners make a sufficient living and love the retail shop atmosphere and interacting with customers.


Also, retail can (and probably should) be much more than sitting waiting for customers. You will want to use your retail shop as a home base for your business and spend time soliciting large-order customers. You can try out new packaging and new products on basically an impromptu focus group of the people who happen to wander in the door that week.




 






      aha!
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Each year, Thumbtack (an online service matchmaker) rates U.S. cities for their small-business friendliness. The five worst for 2015 were:


             1.  Hartford, CT


             2.  Albuquerque, NM


             3.  Buffalo, NY


             4.  New Haven, CT


             5.  Winston-Salem, NC






 












CHAPTER 3


Meet Your Mentors


There is no better way to learn the ins and outs of starting any small business than to talk with business owners who have done it—either successfully or not. In fact, sometimes those who have not been successful are the ones you can learn from the most!


The following specialty food businesses are still in operation. You will see that their owners are passionate about what they do. They will occasionally be mentioned in other parts of this book with tips in pertinent chapters specific to a topic. Therefore it seems appropriate that you meet them near the beginning of this book so when they are quoted later you’ll already be acquainted.


Confectionately Yours Toffee


Susan Desjardins Burns’ husband’s aunt developed a toffee recipe in the ’70s in the Seattle area and sold it wholesale as well as in her candy store. In her 80s, she was still making the toffee which had become popular. But while the toffee was up to its usual standard, the 80-year-old candy maker started to let business-related things like licenses lapse. Aunt Lila was ready to give up the business and offered to let Susan and her husband take the recipe and continue the family tradition.


When it became clear that Susan would be the toffee maker, she began to get her arms around the business. “There was a little guilt factor,” Susan admits with a smile. “You have to do this or my toffee recipe will die with me.” Susan, a nurse by training, was not a baker, not a chef. Aunt Lila taught her everything. “I changed only one thing about the recipe,” she says. “I use agave nectar instead of high fructose corn syrup.”


That was in 2005. Five years passed and the toffee was making a profit and she was able to save a little money. Up to that point, Susan had been renting space in a commercial kitchen, which meant it was a shared space. “I found that hard,” she says. So she used her five years of success and savings and built her own commercial kitchen in a garage at their home.


In Washington State, the Department of Agriculture regulates wholesalers. Susan contacted them to look at her space before she spent the $24,000 it took to build the commercial kitchen. The representatives gave her some advice on how to do it. The kitchen was designed to be sealed from the garage and with its own entrance.


She filed her paperwork and design to the state. “There were fees, but I didn’t feel they were excessive,” she says. Susan feels this upfront interaction with the regulators prior to building seemed to make the process work better. Some of the regulations are a little vague and she was able to get clarifications—for instance, whether a floor drain was needed, which would require some excavation. Her plan was approved in record time, she built her kitchen, and she is now very pleased with that decision. “I know what is going on in my kitchen,” Susan says.


Confectionately Yours has no other employees besides Susan. “It is too much expense and I feel you lose quality,” she says. Her college-aged daughter created the company website. The only printed materials she has are business cards. Her main marketing is doing demos at each one of her retail outlets four times per year. This helps her remain on their minds in a competitive market where stores are trying new stuff all the time.


“I wasn’t keen on it at first,” Susan admits about taking on Confectionately Yours, “but now I love it. I love being self-employed.”


Kitchen Debauchery Jams and Jellies


The first time Joni Van Gelder cooked, it was at 12 years old as an au pair for five children. The only thing she knew how to cook were grilled Velveeta cheese sandwiches. She expanded her repertoire to spaghetti and meatballs and kept expanding it as the kids grew older.


Years later, she married a man who was raised in Holland and Mexico. Her mother-in-law was well-traveled and had culinary expectations of her daughter-in-law, showing her how to prepare meals and fancy appetizers. “This got me interested in learning about cooking,” Joni says.


The company she now works for has annual themed parties, and the first time she contributed food, the company got wind of Joni’s cooking skills. They started hiring her to cook for the party. Then she started getting catering jobs.


“My shortcoming,” she says about taking this catering gig further, “was that I did not have the kitchen to do a catering business from my home. I couldn’t do it above board [with the food licenses necessary] so I didn’t do it.”


At some point Joni added jam and jelly making to her growing list of food talents. “I started going to local farm stands and picking massive amounts of fruit.” She started making her own jam and giving it away as gifts. People loved it and asked for more. At one point Joni wondered, “Why the heck am I giving it away?” An accounting friend offered to do a pro forma business P & L, and Kitchen Debauchery was born.


The Homestead Act had just been passed allowing an easier entry into homebased food businesses that dealt in foods that were not considered risks and had other criteria for keeping businesses small. Joni documented everything so if anyone had questions she had plenty of backup.


A Kitchen Debauchery newsletter went out regularly. She created a price list. And mostly the business was a success. But a full-time job, a couple of new grandchildren, and the inability to expand the business without considerable expense has left Kitchen Debauchery on the sidelines for the time being.


The exciting news for Joni is that she is in the midst of designing a new house to put on her New Hampshire lakeside lot. While Joni isn’t building a new house just to have an expanded kitchen, it is definitely a benefit that would allow her to take the business to the next level. This is what is taking up her free time at the moment.


Besides truly believing in yourself and your product, Joni advises not starting out too big and not overwhelming yourself from the start. “Think as small as you can, then cut that in half,” Joni advises about starting a small specialty food business. “It’s like adding salt to soup—you can always expand.”


Lincoln Olive Oil Shop


Lincoln Olive Oil Shop owner Rob Baker initially hooked up with some shop owners in Colorado for whom an olive oil shop was working well. They had shops in Fort Collins and Boulder. Using that model, Rob opened his shop in Lincoln, Nebraska, whose historic Haymarket district offered a similar venue to those in which the Colorado shops were doing so well. “We tweaked a few things for the local market,” Rob says, but otherwise the setup for his store is basically the same as the ones he learned from. Everything comes to them wholesale and they bottle in the store; 7 to 8 percent of their sales are from online orders and another 7 percent from offsite events.


The store itself is organized as a tasting bar—customers get a free guided tasting tour around the store, testing olive oils from traditional 18-year-aged to oils infused with things like garlic to dark chocolate and cranberry pear.


Rob advises specialty retail startups to never underestimate the importance of location. “On Saturdays, the largest farmers’ market in the Midwest wraps around the front and back door of the store,” he explains. “No matter what your business, location is critical.”


Rob tried a shop in Omaha in a mall location, but the sales were not good enough to pay for the costs associated with being in a mall. The Lincoln Haymarket location has worked perfectly.


In his kind of business, Rob also explains, you have to do more than just turn the “closed” sign to “open” each morning. At $20 per bottle, his olive oil is not an inexpensive purchase. It’s important to educate customers so that they are confident in buying your product and knowing how to use it. To that end, they have both public and private cooking classes at the store. They conduct off-site events as well to speak about their olive oils and the services the shop provides. And on top of all that, they have a nonprofit fundraising program. If that isn’t enough, to add to the shop’s appeal, Lincoln Olive Oil Shop also carries a wide variety of other gourmet items such as cheese, pasta, spices, and a wide variety of sauces focusing on Nebraska-made where possible.


A store like this is labor-intensive from a customer service standpoint, so staffing is key. “You need to provide customers with a total experience,” Rob explains. He has employees, especially over the busy holiday season and on the Saturday farmers’ market days.


Rob has a background in marketing and feels that marketing is not only something he is skilled at but is critical for the shop’s success. “For 12 years I opened new stores for Walmart,” he says. “When you open a Walmart store, people just come. That’s not true with a small specialty food business.” Surprisingly even to him, Rob has found newspapers to be the best advertising medium for Lincoln Olive Oil. He has joined a unique program with the Lincoln Journal Star where they offer a weekly deal to readers. For $25 consumers get a $50 gift certificate to the business featured that week. The consumer sends the money to the newspaper and the featured business gets dollar-for-dollar value in advertising in the paper. Lincoln Olive Oil honors the gift certificates and gets exposure to new customers and the potential of the customers redeeming the certificate buying more than the gift certificate’s value. And of course the net cost to him is much less than the retail value of the $50. It’s a win-win in Rob’s eyes.


They stopped radio advertising but continue advertising on TV only on the ABC affiliate during the daytime foodie show, The Chew. By focusing, Rob says, the results are tenfold over what he calls the “whack-a-mole approach.”


After all these marketing efforts and getting customers into your retail store and capturing them with your incredible product, enticing displays, and education, the final key is to get them coming back. To be successful, Rob warns, “You have to turn those people into repeat customers.”


Yummy Yammy Salsa


Yummy Yammy of Vermont was born of owner Lisa Johnson’s desire to get the nutritious so-called “super food” sweet potato into her two young daughters’ diets more frequently and easily. U.S.-grown sweet potato salsa (with no tomato!) was her solution, and, as they say, the rest is history.


Lisa, who ran natural food stores for many years prior to starting Yummy Yammy, based her business on the premise that “products labeled ‘food’ should have nothing but food in them” and that food that is good for you can also be delicious. Her salsa has no fillers, preservatives, or chemicals.


Lisa is convinced that once people try her salsa they will be repeat customers and they will tell all their friends. To that end, while the thought of having a retail store never crossed her mind, she is often out doing demos in the stores that carry Yummy Yammy. If you are going to go to all the effort to do demos, Lisa says that you should make a point of telling people to spread the word. She also created the Yum-bassador program which gives you free shipping on your first Yummy Yammy order on Amazon.com. From there she is convinced you will be Yummy Yammy’s best advocate and spread that all-important word-of-mouth advertising. Lisa also does other unique things like giving jars as prizes to trailrunners, a good target market for her healthy product.


Like many specialty food startups, Yummy Yammy started in Lisa’s kitchen. Now she has a co-packer who bottles and labels, and she goes to every production run.


“It has taken me five years to find my target market,” Lisa explains. When you figure out who your target market is, she says, “figure out where they are, where their conversations are taking place, and join those conversations.”


Like most of the startup food businesses we talked with for this book, Lisa makes one point loud and clear: It takes a lot more money than you think to get a business like this off the ground and to the point of feeling like it is a success.


“I thought five to ten thousand dollars,” she says, “and I’m going to get started, reinvest, and grow. I really believed that.” She learned that you either have to realize it takes a lot of money or a long time to get beyond the startup phase. “Either plan to set aside a lot of money or find an investor right away. And don’t forget, not only is it very expensive to get into the specialty food market, but you don’t get paid right away; you have to make your product in advance and store it with an average of 90 days for the money on your sales [from wholesaling] to come in. In the meantime, there are a ton of expenses—things like promotions, demonstrations, and giving discounts.” And if you’ve invented a new food, like Yummy Yammy, it especially takes time. “It takes a lot to be the first,” Lisa says.


Another piece of advice Lisa has is that “it’s a great time to experiment while you are small.”


Winnipesaukee Chocolates


Jonathan and Sally Walpole of Wolfeboro, New Hampshire, started their chocolate business ten years ago, but it all started way before that. Jonathan’s courtship of Sally included a special Valentine’s Day box of chocolates that he had learned to make himself. She married him, of course, and he has been making chocolate ever since.


They moved to the Walpole family homestead and built a commercial kitchen on the property. There they make the chocolate bars that grace many retail countertops around the region. The home production center works out great. “We can take breaks when we want,” Sally says, who also has a pottery studio at their home. “It really suits our lifestyle.” And the day of this interview, their business had just become completely solar-powered.


“The first year,” Sally says, “we researched the kind of bars we wanted to make.” They chose a thick bar because it allowed for layers of chocolate with inclusions of nuts and berries that actually could be tasted in their entirety with each bite. They blend the chocolate to complement the flavors of the bars. Each chocolate base is a little different. It makes it a little more complicated, but it is just the kind of detail that puts the “specialty” in specialty food!


Just a year after starting the business, the Walpoles opened a retail storefront in downtown Wolfeboro, a resort town that has a large summer tourist influx. They thought the tourist aspect would make the store worth it but found on a day-to-day basis, people wanted to buy the more inexpensive candy bar with a local label to give as vacation gifts. And, ironically, local folks tended to look at the chocolate bars as tourist purchases. They began to feel like the retail store just took up too much time and tied them down, making it more difficult to visit children and grandchildren. They thought the retail shop would give them visibility in Wolfeboro with the skyrocketing summer population. And even though the shop has been busy during July and August and around the Christmas holiday, that just wasn’t enough to make it worthwhile. Unwilling to spend their profits on employees, the Walpoles had recently decided to close the retail shop—again, a business decision based on lifestyle choices—letting other retailers sell the bars while they once again focused exclusively on production. Wholesale orders make up 80 percent of their business along with large orders for special events and mail order.


Besides the chocolate and inclusives themselves, another unique aspect of Winnipesaukee Chocolates is a beautifully designed wrapper—three of the bars show original paintings by a local artist of local lakes and mountain scenery. They wanted their business to help support the local culture all around them, so they also try to use locally sourced ingredients like honey, and for other things like the printing of the wrappers whenever possible. And if that isn’t enough, Jonathan and Sally are highly conservation-minded and chose to donate a portion of their profits to local conservation groups, helping to preserve the landscape that they both love and in which they grew up.


They have lots of advice for those thinking about starting a specialty food business. But their focus of advice is related to that important time before you even make or sell that first product.


“Sit down with a business consultant and do a five-year plan,” says Sally. “The first year—or even three to four years—you aren’t going to make any money at it, or if you do, it will go back into the business. How will you deal with that?


“Think carefully before you get started. Make sure you think about how you really want to live your life and make sure your business fits into that quality of life. You want to have a living but you also want to have a life!”


Judy a la Carte


Judy Gilliard sells her own signature blend of spices, but after a couple halting starts at selling it to a wider market, Judy now sells it through just one specialty store. She mostly enjoys making it to give as gifts to friends and family.


Judy’s life in food has included having both won and failed with restaurants and other food businesses. She has also been the guest chef on cruises, done product demos in specialty stores, and has written several books (The Flavor Secret: Using Herbs & Spices to Put Flavor Back into Low-Fat, Low-Calorie, Low-Cholesterol Cooking co-written with Joy Kirkpatrick, was the impetus for her spice blend) and has a longtime radio broadcasting career with a syndicated food program called Judy a la Carte. All of these experiences have given her lots of exposure to the specialty food market. Which leads Judy to reiterate the pre-startup advice that every other specialty foods producer has agreed on:


      [image: ][image: ]  Make a plan.


      [image: ][image: ]  Have funding for at least two years to support yourself while getting your business up and running.


      [image: ][image: ]  If you can’t do the latter, start very very small with a limited product line.


And last, Judy feels that you need to really have a passion for the business you are starting. It’s such hard work that at the end of the day, the business needs to be very meaningful to keep you motivated.


These entrepreneurs have basically been there, done that. You would do yourself a favor by listening to their advice and thinking about how their experiences starting their specialty food businesses relate to your startup plans. Here are a half dozen take-aways from these mentors that came through loud and clear:


      [image: ][image: ]  Plan ahead before you put a single food item for sale. And when you think you’ve planned enough, plan a little more.


      [image: ][image: ]  Set aside a cash supply to carry you through the startup phase.


      [image: ][image: ]  Assume that startup phase will be two or three times longer than you thought it might be.


      [image: ][image: ]  Start a business for which you have a passion. In this business, it is hard to keep motivated to build something if you are just doing it for money. The money is likely slow to come.


      [image: ][image: ]  Plan your business to suit the lifestyle you would like to lead. For example, if being stuck all day within four walls waiting around for customers to come in sounds like prison to you, don’t open your own retail outlet for your product. Make your product but leave the retail sales to someone else.


      [image: ][image: ]  Carry your personal beliefs into your business—chemical-free foods, non-GMO ingredients, healthy choices, high-quality ingredients—and hang your toque (check the glossary!) on those beliefs. The people who share your beliefs will buy your product, and those who don’t know about these things will be intrigued and impressed by your devotion.









CHAPTER 4


Pass the Salt and Pepper: Business Basics


This chapter covers much of what you will need to do before you open your doors—naming your business, determining its business structure, and finding a location. It also includes a discussion about acquiring the necessary licenses, permits, and business insurance, which are certainly not the fascinating and fun parts of your business but are critical to a solid business.


It’s All in a Name


There is no question that the right name can draw your target market to you. It can also single out your specialty food business from others and keep it sharp in clients’ memories. Before you decide on a name, you will need to firm up what kind of specialty food business you plan to have, the scope you want your business to have, and whether you want to convey a particular image. Will you have a highly specialized service (e.g., supplying gourmet whoopie pies to birthday parties or weddings) or a more general one (e.g., a retail outlet with catering services offering whatever specialty food strikes your fancy at the moment)? Will your range be local, national, or international? Do you want to produce only high-budget food items or do you want to cover most price ranges? Depending on your answers to these questions, a good name for your business could consist of any of the following:




 






      tip






[image: ]












[image: ]








From smartphone apps, to iPads, to Twitter marketing, to cell phone credit-card processing, be prepared to use technology in your business. Everyone else is using it—from your customers to your suppliers to your competition—and they expect you to, as well!






 





      [image: ][image: ]  Description of your service (e.g., Gourmet Party Food, Inc.)


          Advantages: Helps potential clients hone in on you.


          Disadvantages: Creativity sometimes suffers.






      [image: ][image: ]  The type of food you specialize in (e.g., Whoop It Up!)


          Advantages: Helps clients find you. You’ll get fewer calls for types of foods you don’t offer.


          Disadvantages: Your specialization might change. What if you decide to do other kinds of baked goods or even savory items and beyond?






      [image: ][image: ]  Your name (e.g., Ann Smith, Inc.)


          Advantages: People you meet while networking need remember only your name. If you use your full name, you may improve your personal credit rating as you build your business.


          Disadvantages: Customers won’t know what type of business this is. Worse, the IRS could confuse you and your company. And if your company goes under, your personal credit rating may suffer. Finally, if you choose to sell your business at some point, your name will become a liability. Prospective buyers prefer to buy a company that is not associated with a specific name. If Jane Doe were to buy this company and then change the name to Jane Doe, Inc., she would lose the name recognition that Ann Smith worked to build. Although you may not envision selling your company, life has a habit of throwing some unanticipated opportunities that you might decide to take advantage of and might mean having to sell your business.






      [image: ][image: ]  Qualities your business embodies (e.g., Just Desserts)


          Advantages: Helps establish the image you want to create.


          Disadvantages: This kind of name pigeonholes your business. That may be okay, just be aware that if you decide in the future to include savory pies, main meals, salads, or anything that isn’t desserts to your offerings you will have a hard time easily getting that across to potential customers.




 






      tip
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Make sure the name you select is not too restrictive. For instance, if you choose “Exclusively Cupcakes” you are limiting yourself to cupcakes—or to customers assuming all you do is cupcakes. Choose a name that encompasses a broader scope.






 











  [image: ][image: ]  The Name Game






After you’ve short-listed some ideas, ask yourself the following questions about each name:


             [image: ][image: ]  Is it easy to pronounce? People are reluctant to say a name when they’re unsure of its pronunciation. This reluctance could be fatal in an industry that relies heavily on word-of-mouth advertising.






             [image: ][image: ]  Is it short enough? Length affects ease of pronunciation. Plus, you and your employees will have to say this name all day on the phone and still have time to do other tasks. Thus Supercalifragilisticexpialidocious, Inc. is probably not the best choice, even if you specialize in children’s food items. (This name suffers from other problems, too, that probably don’t need spelling out.)






             [image: ][image: ]  Is it easy and logical to spell? If somebody hears your company name but can’t find it or call it up on the internet or spell it to a phone operator because of a unique spelling, you will lose potential clients. For this reason—and others—don’t opt for a silly spelling of a common word. For instance, don’t even think of a name like Kountry Kupcakes.






             [image: ][image: ]  Is it memorable? Despite all the above warnings, you probably want to avoid a name that sounds too ordinary. Names should be meaningful and substantive.






When you have selected a name, take the time to make sure it is not trademarked by another company. Even if you plan to keep your specialty food business small, it is a good idea to check for trademarks. You can do this for free at www.uspto.gov. Also, check popular search engines like Google and Yahoo! to see if the name you have chosen shows up on a search.






 





      [image: ][image: ]  Indications of the scope of your business (e.g., Cupertino Cupcakes)


          Advantages: Anyone looking under city listings will find you.


          Disadvantages: Your scope might change. What if you want to branch out to other cities?






      [image: ][image: ]  A combination of the above (e.g., Ann’s Desserts of Cupertino)


          Advantages and disadvantages: The whole is not necessarily the sum of the parts. Consider carefully the advantages and disadvantages of each part of a combination name to see which apply.




 






      aha!
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Stop periodically and write out two lists: a “Priorities in my business life” list and an “Actual time spent” list. Compare the lists. Are you spending the greater proportion of your working life on the activities to which you give a high rank? If not, maybe it’s time to reorganize.






 





The outline above is not an exhaustive one, but it contains some of the best ideas for creating a name that will make your business a standout in the specialty food world.


For one of this book’s mentors, Susan Desjardins Burns, the name for her toffee business, Confectionately Yours, came with the business which she took on from her husband’s octogenarian aunt who decided it was time to give it up herself but wanted the business to continue.


Businesses often like to select a name that will put them at the top of an alphabetical listing, but with the demise of the phone directory that is getting less and less important. AAA Gourmet Foods may position your listing in first place, but the name is not very informative. Don’t sacrifice content for this prime position that may or may not be advantageous any longer.


If you buy an existing business and want to change the name (or have to, according to the sales agreement), you can take an element from the business’s former name or even use the whole name.




 






  [image: ][image: ]  Registering Your Company Name






Most states mandate that you register your fictitious company name officially to ensure that it is unique. This is generally done through the county and is known as filing a DBA (“doing business as”) statement. If the name you chose is already being used, you will be asked to choose something else. For this reason, it’s a good idea to have a backup name or two. There is typically a nominal ($30 to $60) cost for this service.






 





A good name is well worth the effort you’ll put into finding it. With some thought, you can end up with a name as unique as your business. Use the worksheet in Figure 4–1 to help you craft your business name.






[image: FIGURE 4–1: Business Name Worksheet]








FIGURE 4–1: Business Name Worksheet


On a Mission


Your mission statement should be more than a sentence or two about what you do—it should serve as a framework and reminder of your specific goals and help keep you on track while making decisions down the road. Those decisions might seem confusing, but if you can look at your mission and put them in that context, then your mission statement will be doing the job it’s intended to do.


That’s why constructing your mission statement should come from your heart and soul. It should reflect why you wanted to start your business in the first place, the key thing you want to spend most of your time on. It should leave no doubt in anyone’s mind what kind of business you are.


Your mission statement should not just serve you and your business but should appeal to the range of customer types you intend to serve as well as any potential investors in startup or expansion funding. It should get across your enthusiasm and intent. See Figure 4–2 on page 43 for a worksheet to help you develop your mission statement.


Here are a couple mission statements from specialty food purveyors:


      [image: ][image: ]  DPI Specialty Foods (http://dpispecialtyfoods.com): “DPI’s mission is to provide all customers with an extensive variety of specialty foods from around the world, including Gourmet, Natural, Organic, Gluten-Free, Local and Ethnic foods.”


      [image: ][image: ]  Omaha Steaks (www.omahasteaks.com): “We deliver exceptional experiences that bring people together. Guaranteed.”


After you have written your mission statement, put it on probation. Ask customers if they feel it expresses what they were looking for when they found you and if what they got was what the mission statement says. When you are sure it’s right, put it on your website and in marketing materials. If you have a retail store, post it where customers will see it and post it where employees will constantly be able to read it and be reminded of why you are doing what you do.




 






      warning
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Having office space in your retail shop is very convenient and probably a good idea. However, do not get involved in office work while you are the only one in the shop. Your office work will suffer from the (hopefully) regular interruptions, and customers do not like to walk into an unattended space where they have to seek you out in the back room to help them. Most will walk out instead.






 





Choosing a Business Location


The type of specialty food business you plan to start as well as the size of your business are among the factors that will determine where you set up shop. Your location can be anywhere from your home, in a retail space, or in a commercial warehouse-type location.






[image: FIGURE 4–2: Mission Statement Worksheet]








FIGURE 4–2: Mission Statement Worksheet








  [image: ][image: ]  Office Location Pointers






The type of specialty food business you are starting will have a lot of bearing on your office location:


             [image: ][image: ]  If you are opening a retail shop, you will want to be sure your shop has some space for a small office. You can plan a half hour before and/or after opening to keep office work up-to-date.






             [image: ][image: ]  If your specialty food business is more of a wholesale operation, carving out an office in your wholesale space is a good idea. Then, assuming you have employees, you can be making client calls and lining up deliveries, but if questions arise you are there.






             [image: ][image: ]  Having a home office space is logical if you are not the one who is doing the day-to-day business of your business. That is, if others are doing the baking or cooking or bottling or staffing the retail storefront, then you can work remotely and it probably doesn’t matter. However, few startup businesses have the luxury of the owner being that hands-off.










 





If you’re starting small, a homebased specialty food business may be the ideal choice for you. This option keeps overhead low and saves travel time to and from the office. One potential problem is that friends and family might drop in at all hours because you’re “not really working.” Be firm. Set up business hours and stick to them.




 






      aha!
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[image: ]








Consider sharing space with a related business. For example, you could set up shop with a noncompeting type of gourmet food—and if you each do your own catering, you can still operate as distinct businesses. You might not only save money but also gain referrals. If you elect to share space, however, make sure you have a clear contract stating how space and responsibilities will be shared. Also, be sure to share space with a well-respected business—your reputation will be mixed with theirs, good or bad!






 





Business Types


Congratulations! You have named your business, have your DBA in hand, and you are considered the owner of a legitimate business. Now you will need to make the decision to operate as one of four business entities: a sole proprietorship, a partnership, a limited liability company (LLC), or a corporation.




 






  [image: ][image: ]  Separating Home and Business






If you opt for a homebased business, you need to allocate a space that is to be used solely for your business. It could be a small area, a desk tucked into the corner of the dining room, for instance, but it must be devoted to your specialty food business. It is also wise to have separate phone lines for your home and for your business. Chances are your main business phone will be a cell phone anyway. However, nothing will kill your credibility faster than using your home phone line with its answering machine featuring your three-year-old singing the theme song from Frozen. While cute, this is not professional.


Keeping home and business as separate as possible, especially when they are in the same building, will also help when tax time rolls around since your business phone expenses will be deductible.






 





Sole Proprietor


Sole proprietor is the easiest type of business to form. All you have to do is file a DBA, as already discussed, then open a business checking account in that name. You can use your personal credit card to pay for business expenditures, yet you still get tax benefits like business expense deductions.


While it is easy, there is a downside to the sole proprietorship. You are personally liable for any losses, bankruptcy claims, legal actions, and so on. That can wipe out both your personal and business assets if major problems arise.


General Partnership


Perhaps you are planning to work with someone else to form your business. Then you are forming a general partnership. While a little more complicated to form than sole proprietorships, they are easier than corporations. You don’t have to file any documents to make them legal but you do want a crystal clear partnership agreement stating what each partner is responsible for.




 






      warning
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Never put a client on hold to speak with another client. Let your voice mail pick up any incoming calls you can’t answer yourself.






 





Limited Liability Company


A third type of business entity is the limited liability company, or LLC, which has the tax structure of a partnership, yet protects the business owner from personal liability. This structure protects each partner’s personal interests.




 






      tip






[image: ]












[image: ]








To find out if you need additional licenses or permits, check these sources:


        [image: ][image: ]  Small Business Administration, www.sba.gov






        [image: ][image: ]  Small Business Development Center, www.sba.gov






        [image: ][image: ]  Service Corps of Retired Executives, www.score.org






And always talk with the municipality in which you do business.






 





Corporations


The last type of business arrangement is the corporation. It is established as a totally separate legal entity from the business owner. Establishing a corporation requires filing articles of incorporation, electing officers, and holding an annual meeting. Very small businesses do not usually choose this route initially because the costs are prohibitive and the company must pay corporate taxes. On the other hand, a corporation will find it easier to obtain financing, which would be useful if you decided to franchise your business or expand in a big way.


Although the process for creating a corporate structure is more complicated and expensive than other structures, it does offer protection to business owners and their assets. It alone is legally responsible for its actions and debts. As an employee of the corporation, your personal assets are protected in most situations, even though you may own all or most of the stock.


If deciding on a legal form for your business keeps you up at night, consider this: Your business structure is not carved in stone. It can be changed.




 






      tip






[image: ]
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Some cities provide packets with explanations and all the forms you’ll need for the various licenses and permits, so investigate this possibility at your town clerk’s office. Also, it’s a good idea to ask more than one city or county employee about the licenses you need, especially if you get information that is confusing or not what you expected.






 





Licenses and Permits


Most cities and counties require business operators to obtain various licenses and permits to comply with local regulations. For everyday operation of a food business, you may need the following:


      [image: ][image: ]  Business license: ensures proper zoning and parking


      [image: ][image: ]  Vendor’s permit (varies from state to state): allows you to buy and resell


      [image: ][image: ]  Health department permit: if you handle food


      [image: ][image: ]  Liquor, wine, and beer licenses: if you yourself serve alcohol


      [image: ][image: ]  Sign permit: covers size, location, and sometimes the type of sign you may use


      [image: ][image: ]  County permits: may be applicable if you are located outside city limits




 






      warning
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Be aware that distinctive trademarks are protected. For example, you may need permission to use any relevant brand names on literature you circulate about your business.






 





Check local regulations to see which of the above licenses and permits you’ll need or if there are others depending on what you plan to do in your business, like actually host rather than just cater events.


Choosing Insurance


Knowing what kind of insurance to carry and how much to obtain is an important aspect of good risk management. Don’t view insurance as an option. It is absolutely imperative for any business to have the appropriate insurance.


As the owner of a specialty food business, you are most likely to need the following types of insurance:




 






      warning
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If you operate your business from your home, you may need additional coverage. Your homeowner’s policy may be sufficient, but if you plan to store or use expensive machinery, such as a computer, or if customers or clients will visit your home for business purposes, you may want to purchase additional coverage. Set up an appointment with your agent to go over your overall insurance coverage.






 





      [image: ][image: ]  General liability insurance. This is the one type of insurance you must carry. General liability insurance protects a business against accidents and injuries that might occur at your office or retail site.


      [image: ][image: ]  Workers’ compensation insurance. If you have employees, you will also want this type of insurance. You are liable for injury to employees at work caused by problems with equipment or working conditions. In every state, an employer must insure against potential workers’ comp claims. However, employee coverage and the extent of the employer’s liability vary among states.


      [image: ][image: ]  Auto insurance. Cars and trucks are sources of liability. Even if your business does not own a vehicle, you can be liable for injuries and property damage caused by employees operating their own or someone else’s car while on company business.


      [image: ][image: ]  Food-specific insurance. Don’t leave out this important ingredient! Look for an insurance company that knows the specific needs of a food and/or beverage manufacturer or retailer.


      [image: ][image: ]  Bonding. This is pertinent particularly if part of your business includes catering. You may need bonding to protect you if one of your employees steals or damages something at an event site. Vendors should carry their own protection. Check your state’s legal requirements.


Forms


To do business (and protect your company as you do it), you’ll need a variety of documents. Invoices and purchase orders are standard fare for any business. However, if you plan to do special orders and events or catering, you will want specific kinds of forms.


Proposals


Proposals simply tell clients what you will do for them and at what cost. It is an important selling tool and might consist of any or all of the following elements:




 






      tip






[image: ]












[image: ]








We’ve all heard it: A picture is worth a thousand words. Photos in your proposal packet can make a powerful impact on prospective clients. Consider hiring a professional photographer to capture some stellar images for you; at the very least, invest in a high-quality digital camera. Even though phone cameras are now quite high quality, don’t rely on images from your camera to use to market your business in print advertising and brochures.






 





      [image: ][image: ]  History of your company. Provide one if relevant.


      [image: ][image: ]  Letters of reference. Kudos from clients for whom you done similar work.


      [image: ][image: ]  Write-ups. A complimentary newspaper or magazine article featuring your business is often a valuable tool for selling your services to others. You may also want to include photographs.


      [image: ][image: ]  Description of services. This tells exactly how you will achieve what your client is asking from your business.


      [image: ][image: ]  Listing of additional services. If you also will provide floral design, specialty dishware, or some other service, describe those services completely. Does the dishware belong to the client after? If it is supposed to come back to you, how will it get there?


      [image: ][image: ]  Cost estimate. This accompanies any proposal.


      [image: ][image: ]  Term of validity. Make sure you include in your proposal an expiration date for the estimate. You don’t want to be expected to follow through on that proposal five years from now for the listed price for five years ago!




 






      tip
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Quotes from satisfied customers, called “testimonials,” are great to include in marketing pieces, proposals, and ads. They are more convincing if they include a real name (or first name, last initial); just be sure to get the customer’s permission.






 





Customers must be able to visualize your offering and understand the quality of your work when they read your proposal. Consider including in your proposal some photos of your product that is similar to what the client wants.


Agreements


Lots of specialty food businesses include event catering in their list of offerings. A signed document detailing all aspects of the expectations of your participation is not only helpful but also imperative to the legal health of your business. Are you to provide dishware, utensils, napkins, chafing dishes? You likely want to be the one setting your food up to be sure it is being presented as you intended, so include that in the agreement.


Invoices


While a mainly retail business setup likely won’t hand out many invoices, you will want to have a standard invoice on hand even if you only do a handful of large orders a year. You can also use invoices to show donations that you can keep copies of for your tax records. It’s always good to have written money records. Create a custom invoice on your computer in a “basic forms” folder. There is no longer a need to have invoices printed out unless you want to buy a preprinted stack at the office supply store and have a custom stamp created that you can use to customize the form.




 






      warning
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If you are going to take the time to do a written agreement for services like catering (and you should!), be sure to cover the details. For example, you might want to include a check box that gives you permission to take photographs of the food you prepare for an event and use them in your marketing materials if you desire. Most people would be flattered, but it’s always best to ask.






 





Receipts


Again, you may not use a lot of receipts if you are a cash-based retail-focused business, but if you do those special event large orders or even smaller orders for individuals—like other business owners who are purchasing your product for business-related gifts—they will want a receipt to be able to use for tax purposes.




 






  [image: ][image: ]  Foundation Checklist






Complete these items as you get your business started:


             [image: ][image: ]  Develop and write a business plan






             [image: ][image: ]  Create a powerful mission statement






             [image: ][image: ]  Select a name for your company and apply for a DBA






             [image: ][image: ]  Choose the best business structure for your company






             [image: ][image: ]  Check local zoning laws to ensure that you are in compliance






             [image: ][image: ]  Apply for the licenses and permits you will need










 












CHAPTER 5


You’ve Been Chopped!: Market Research


Once you have determined to pursue your dream in the specialty food business, you will need to get a handle on where your business will fit in. First you will research the global picture of your specialty type and then you will want to drill down into your niche in the marketplace in your location. Whatever you do, research as much as you can so you don’t, as the popular foodie TV show forewarns, get chopped!


Industry Research


You know you want to take your whoopie pie recipe to the next level beyond your friends and family telling you they are the best or most creative whoopie pies they have ever seen. You could certainly just start making them and selling them, and perhaps you have. But if you want to make a living at your dream or want to create a whoopie pie empire that you might be able to sell down the road when you are ready to move on, you need to start your empire with a bit more planning.


What you have decided on for a business model will dictate what market you need to research. Figuring out the best place to site your retail shop will require very different research than if you plan to start a mail order business.


The Specialty Food Business


Your first market research will be about the specialty food business in general. This isn’t intended to tell you whether or not you want to enter the business—that ship has likely already sailed. But you do want to know about the industry you are getting into and you want to include some of that information in your business plan. If you use your business plan to get financing, which most small businesses do, you will want not only to inform them about the state of the industry, but to show your potential investors that you are informed.


The Specialty Food Association


First off, join. The Specialty Food Association offers a “membership candidate” category for a $100 application fee intended to “help new manufacturers gain the knowledge and experience they need to grow in the marketplace, and transition to full membership.” It includes mentoring, one free 30-minute consultation with SFA’s legal or trademark advisor, and other benefits intended to get you off the ground to a successful specialty food business.


But even if you don’t join, you can browse certain parts of their website and glean important information. Articles such as “The State of the Specialty Food Industry 2015” and “Small Food Companies Gain Ground on Big Brands” can give you valuable insight into the industry you are about to join.


State of the Industry


And what about the “The State of the Specialty Food Industry 2015”? The article says:


      [image: ][image: ]  Sales of specialty food in the U.S. topped $100 billion for the first time in 2014.


      [image: ][image: ]  That said, the market’s growth has slowed slightly.


      [image: ][image: ]  Specialty food stores captured a 10.6 percent share of the overall specialty food market.


      [image: ][image: ]  The top ten specialty food categories were: 1) cheese; 2) coffee; 3) frozen meats and seafood; 4) chips, pretzels, snacks; 5) bread/baked goods; 6) candy; 7) condiments; 8) frozen entrees; 9) yogurt; 10) nuts, seeds, dried fruits, and veggies, in that order.


      [image: ][image: ]  The three fastest growing categories were refrigerated pasta, eggs, and refrigerated pasta and pizza sauces.


The report also found the following emerging trends:


      [image: ][image: ]  Local, sustainable, whole grains, humane food production


      [image: ][image: ]  Smoked flavors, healthy food, pickled everything


      [image: ][image: ]  More gluten-free, use of beets, kale, seaweed, coconut, and other good-for-you ingredients


      [image: ][image: ]  Return to simple, clean, and old-fashioned, e.g., real grass butter, fermented foods, ancient grains


      [image: ][image: ]  Smaller stores, more specialty grass-fed products, home gardening, far greater delivery options


Packaging


The food itself isn’t the only part of the specialty food market you to which you will want to pay attention. Packaging is a huge part of the industry; sometimes packaging alone can help launch a food product to success. The packaging can be unique, like Phoenix Wrappers’ stretch wrapping intended to allow perishable food products to breathe. This unique system slices “stretch film during the wrapping process to create gaps in the wrap so that food can ‘breathe,’” eliminating the need for specialty film that has breathable holes in it and is expensive (www.FoodProductiondaily.com, “Kellogg’s Stretch Wrapper Provider Launches Breathable Wrap for Perishable Food,” by Jenny Eagle, 9/11/15).


“New packaging can redefine a category,” says Blake Mitchell in “The IKEA Effect: There Is a Total Respect for Design That Now Goes Well Beyond Furniture and Gadgets” (http://foodnavigator-usa.com). He points to IKEA, Target, and Apple as setting the bar for other industries to get on board with creative packaging and attention to package design. Pointing to nut butters that started making their product in squeeze packs that can be eaten on the go, the design actually created a new category of specialty food.


You don’t have to have a unique product to come up with unusual packaging. In fact, a common product in unique packaging would be more attention-getting—like “boxed wine” and now starting to make an appearance, “boxed water.” Whatever you do, however, don’t create unique packaging that doesn’t work well or you will get the opposite kind of attention to the kind you want.


Also keep in mind that unique packaging definitely needs to have the potential for bringing in higher sales since anything that is too original likely will require original production equipment. Also consider how it will play on the shelf—will those carrying your product need a special display rack? Will it topple over easily if placed on a normal shelf? Should it be hung?


The bottom line is, think about your product and its packaging. While you probably shouldn’t break the bank on packaging, could it be a value-added enhancement to call attention to what you know is a delicious and healthy food?


Packaging Market Research


Packaging is a fascinating study in itself. You have targeted your market as 30-somethings who care about what they put in their bodies. If they care about nutrition and GMO-free or organic foods, they also likely care about the environment. How do you think they would feel about loving your product only to have it come in the mail shrink-wrapped in a cardboard box inside a Styrofoam container and shrink-wrapped again? You would likely lose them as a customer after the first purchase and they would tell their friends not to purchase from you either.




 






      stat fact
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“Local” and “organic” are the trends today. Specialty Food Association report “The State of the Specialty Food Industry 2015” indicates that in three years those trends will be “local,” “sustainable,” and “non-GMO.”






 





Take the Clif Bar Company as an example. They promote a line of “all-natural and organic energy and nutrition food and drinks.” Their famous Clif Bar energy bars come wrapped in brown paper wrappers with a simple yet colorful rock-climbing illustration. Their website has an “impact” button that talks about their attempt to lower their ecological footprint and help build healthier, more sustainable communities. This packaging is definitely in keeping with their target market’s belief system.


And speaking of that rock-climbing image, it’s not just the packaging material but the design that matters.


Retail Market Research


Probably the best market research you can do for your retail specialty food business is boots-on-the-ground research in your own market area. If you haven’t yet decided where you plan to set up shop, you will want to do market research in several different areas to help make your decision. Assuming you don’t plan to locate your retail food store more than 10 or 20 miles from your home, this should be an easy enough task.


There are two approaches you will want to take:


       1.  Look at retail stores of all types in the areas you are considering locating your shop.


       2.  Analyze the specialty-food-specific shops in the region.




 






      fun fact
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“Specialty foods are defined as foods or beverages of the highest grade, style, and/or quality in their respective categories. Their specialty nature derives from a combination of some or all of the following qualities: uniqueness, origin, processing method, design, limited supply, unusual application or use, extraordinary packaging, or channel of distribution/sales.”


      —Specialty Food Association, “The State of the Specialty Food Industry” (www.specialtyfood.com)






 





Bring a notebook. Be sure to not only take notes but to jot down a general list of categories and questions so that you are comparing and considering each location under the same microscope.


The Research


In your research of the overall retail market in your targeted area (or areas, if you have not decided on a location), look at:


      [image: ][image: ]  What is the demographic of the population?


      [image: ][image: ]  Are shoppers in that area local or are they coming in from a distance?


      [image: ][image: ]  What types of retail shops are there? Thrift shops, dollar stores, pop-up seasonal stores, small take-out restaurants, and chain drugstores? Or high-end clothing shops, jewelry stores, sit-down dining, and specialty stores like photo shops and chocolatiers?


      [image: ][image: ]  What is the price-point range of the merchandise? Do the stores tend to have sidewalk sale racks or discounted sections up front in the store? Or are the display windows done in high-style displays changed on regular basis, with the marked-down clothing on a rack at the very back of the store?


      [image: ][image: ]  Do the shoppers come away with merchandise in custom rope-handled shopping bags or in used plastic bags from the grocery store?


      [image: ][image: ]  Are shoppers actually coming out of the stores having purchased merchandise?


      [image: ][image: ]  What kind of staffing do the shops have? Are they mostly one-person shops where the owner is also the cashier and sits behind the counter eating her bagged lunch? Or do the shops tend to have someone at the cash register, another person helping customers on the floor, and the owner out in the back ready to help with questions but in the meantime ordering and doing bookkeeping and other back-office tasks?




 






      aha!
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The seasonal storefront known as a “pop-up store” is becoming popular. Open storefronts that are between leases rent on a short-term basis around Halloween, Christmas, or Mother’s Day. If your product is one that would be popular during one of these time frames, a pop-up store might be a great way to make some extra money and expose your product to a wider audience.






 





Determining Store Size


One metric used in the retail industry is to determine your sales per square foot of floor space. Typically it is used after the fact to figure out how much your business is bringing in per square foot. So if you average $1,000 per day out of a 200-square-foot store, you are making $50 per square foot per day.


This kind of calculation can also help you determine how big of a space you need. If you want to sell $2,000 per day of product, you need to have a store big enough to hold the product. Many factors come into play here, of course. They include:


      [image: ][image: ]  The size of your product. If you have small jars of jam that stack neatly into square shelving units built into the walls, you can pack a lot of product into a smaller space than if you are selling puffy bags of specialty potato chips.


      [image: ][image: ]  The retail price of your product. If your jams are selling at $7.50 per jar, you will need to sell 267 jars a day for gross sales of $2,000. On the other hand, you would need to sell 404 bags of $4.95/bag potato chips to get to the $2,000. Your space would actually need to be larger to accommodate the potato chips!


      [image: ][image: ]  Other products. Perhaps your key product, the one that got you into the specialty foods business, isn’t the only thing you sell in the store. If you have gourmet nacho chips, maybe a local potter can sell nacho plates in your store. This would help dress up your store and if you sell them on consignment you don’t have to put out any money on inventory. But it would take up more space . . .


      [image: ][image: ]  Special display needs. Does your product have a unique size or shape that requires special display for potential customers to be able to see the product in its best light? If yours is a product that is a great gift item, customers will want to see exactly what the gift recipient will see when he or she opens the package. You may want space in your shop to display a sample of the packaged item.


      [image: ][image: ]  Nonsales floor space. What kind of space do you need that isn’t specifically selling space? Obviously your cash-out counter is one such area, although that can be offset with impulse items like a rack of wine bottle necklaces or oven mitts for those nachos. Do you need bathrooms accessible to customers? Space for staff breaks? An office area with space for a computer for bookkeeping and marketing? Space for packaging and mailing? Will you be doing production here as well? That will be a huge consideration.




 






      warning






[image: ]












[image: ]








Retail is not for everyone. “It didn’t even occur to me,” says Lisa Johnson of Yummy Yammy of running a retail store as part of her salsa business. The idea of sitting around waiting for people to come into her store and buy her product just didn’t seem like a good use of her time, nor did staffing a store seem like a good use of resources. It may be different for you, but you may want to try it out with a part-time job in an existing store before going into retail yourself.






 





All of these should be taken into account to determine the best space for your retail store. Figuring them out in advance as much as possible will help you quickly weed out, and not be tempted by, spaces that just don’t make the cut.




 






      stat fact
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Pop-up stores allow you to test your idea before you take it bigger, according to an article by Alexandra Powers called “The Power of the Pop-Up Business” (www.cnbc.com, 8/21/15). And according to the article, consumers love pop-up stores as well for the uniqueness of the experience. Lawyer Jessica Tucker launched a pop-up festival in the U.K. called Urban Food Fest—every Saturday 15 food trucks appear with a new themed selection of cocktails, food, and musicians.






 





Production Space


Whether you are going to set up as a retail space with a production area in the back or just a production space and use retailers, distributors, and/or mail order through which to sell your product, the production area of your specialty food business is perhaps the most critical. The main market research you need to do in this regard is whether the production of your product will have any impact on the market and how you are perceived.


Special Diets


A gluten-free product may, for instance, have production marketing implications especially if you sell other non-gluten-free products. Do you need to have each made in different areas? Can you clean instruments, utensils, bakeware, and production surfaces well enough to make the gluten-free products in the same area that products with gluten ingredients are made? And even if you can, will your market believe it is sufficient that you say you clean the surfaces well?


Your reliability in the market of gluten-free products or whatever your specialty—nut-free, organic foods—may be influenced by this decision. You don’t want to set up in too small a space only to find you didn’t address this properly. And check out what your competitors do; that will tell you a lot.




 






      warning
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Specialty food businesses say three of the biggest threats to their businesses are “deep discounting by competitors,” “high cost of distributor networks,” and “capital and cash-flow management.”


      —Specialty Food Association, “The State of the Specialty Food Industry 2015”






 





Retail/Production Combo


Are you able to locate in a building/area that allows you to have both a storefront as well as a production area? Some segments of the specialty market, like craft beer and small wineries, have made it a selling point to have their production not only visible but capable of providing an interesting and educational tour for customers. Taffy shops on the beach often have their taffy-making equipment in the window for passersby to watch the taffy being made and entice them to come in and make a purchase—and tell others about how cool the process is.


If production is the part of the process you are focused on and decide to leave the retailing to someone else, don’t be lured into a space with a storefront that doesn’t quite meet your production needs. Again, research how your competitors do it. Ask around if producers in other categories find the combo a worthwhile venture.


Mail Order


Often the production-focused facility also uses mail/online ordering as a prime selling vehicle—if this is what your market expects, you will want to include shipping preparation as part of your facility. You do not want to be packing things up to move them somewhere else to get them on their way to the purchaser.




 






      save
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One way to save but still do a professional focus group is to hire a marketing class at a local business school to conduct one for you. Check with a marketing professor about when focus groups come up in the class. The school might even have a room with a one-way mirror designed to do focus groups.






 





Focus Groups


Don’t try to figure out all this for yourself. If you can afford a company to put together a focus group for you, that is great. At the very least, conduct your own focus group with friends and friends of friends or even strangers that you solicit through, say, the local yoga center or the men’s basketball team and ask them to do an informal focus group for your product for pizza and some free product. Ask them the questions you have in mind and give them free rein to tell you what comes to their minds as they look at and taste your product. The most important thing is to listen to what they have to say. While the focus group consultants will know how to conduct focus groups with the most value, you can still gain a lot out of conducting one yourself.


What Makes You Stand Out?


The result of all your market research should ultimately help you answer the question: What makes your product/business stand out? What gives you a competitive edge over those you consider to be in your market?


You don’t have to go way out on a limb to stand out with some whacky logo or product. Whoopie pies with meat-flavored frosting or that are packaged with a singing elf will make you stand out, but not necessarily in a good way. And not necessarily in a way that will make the expense pay for itself.




 






      tip
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Watch what the big kids do and think about how it may impact your business. For example, Nestlé recently announced plans to remove artificial flavors and lower sodium levels in its frozen pizzas. According to the market research firm Mintel, “Any move that Nestlé makes across its huge pizza portfolio is likely to have residual effects for the whole category.” (“Nestlé slashes salt from frozen pizzas, but there’s no algae substitute . . . yet” by Alex Beckett, 9/4/15)






 





But you do need to have a product that is somehow different from all the rest. Yummy Yammy salsa stands out, for example, for its main ingredient being sweet potatoes. Newman’s Own products stand out because the company puts Paul Newman’s face on the labels and has done a great job making it well known that the company uses organic ingredients and donates its profits to charity. When Susan Desjardins Burns took over her husband’s 80-year-old aunt’s toffee recipe, she updated it making one significant change reflecting contemporary food choices: she substituted the high fructose corn syrup with agave nectar.


These are competitive edges that make the consumer purchase one product over another.









CHAPTER 6


The Necessary Ingredient: Financing


Your funding needs will of course depend on the type of food business you are planning to start. A small specialty jam business that you conduct from your home and sell only to friends by personal sales is going to take a lot less startup funding than a bakery that makes and sells specialty whoopie pies to the public and events like weddings and anniversaries or a retail gourmet food store in an upscale part of Main Street that will require rent, deposits, utilities, leasehold improvements, special display racking, and a couple of employees, etc.


First Things First


The first step is to estimate your business expenditures over the startup period (for some that may be longer than others, both because of the type of business and also personal circumstances) and over the first six months of operation. Once you have your costs put them into the “Startup Expenses Worksheet,” Figure 6–1. If you haven’t estimated those costs yet, now is a good time to do so.
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For good deals on office furniture check www.officefurniture2go.com. They offer competitive shipping and prices. There really is no need to buy new for your startup office.






 





The basic startup costs are for expenses you will incur whether you sell a single food item or not—these are “fixed costs” for the most part. Many specialty food businesses will need to add a line or more about the cost of ingredients. If you have a retail outlet, you will need to have food on the shelves for sale. If you do only event catering, you will at least need to include the costs of ingredients for creating food for tasting until you get a deposit for your first event. For example, if your specialty food business is gourmet cupcakes that are decorated to look like a bouquet of flowers, you will need to create some bouquets to wow customers and you will need to have fresh cupcakes at the ready for potential customers to sample. All of this costs money.


Don’t Forget Life


These startup costs need to include the money you require for the business as well as what you personally need for your own living expenses until your business makes a profit. If you are starting your business part time while you finish up a career in a different field, this will impact how much startup funding you will need.


Perhaps you are recently retired and have been planning and saving for your startup foodie business for a decade. This won’t lessen the amount you need for fixed costs for your business but it will greatly impact how much funding you need from outside sources to get started. If you saved enough to cover your own living expenses while you get your business up and running (good for you!), your startup funding needs will only be what is directly related to the business.






[image: FIGURE 6–1: Startup Expenses Worksheet]








FIGURE 6–1: Startup Expenses Worksheet


Finding Financing


Your best source of financing is you. Not only should you invest your own resources first, anyone you approach for funding will expect you to. Perhaps you are fortunate to be able to sell another business and use the proceeds toward your specialty food startup.


Here are potential sources to add to your startup pot:


      [image: ][image: ]  Friends and family. Use extreme care when exercising this option. You could very easily sour a lifelong friendship or make family gatherings very uncomfortable. Even if you are getting funding from a family member or friend, be sure to create a written contract even if you write it yourself, but it wouldn’t hurt to enlist an attorney. The contract should stipulate your obligations as well as the agreement of the transaction. Is this a loan? A gift? Is there a deadline by which the lender needs the money back? Will the lender receive interest? Percentage of profits? Spell out every deal and make sure you both understand and agree on the transaction completely.




 






      tip
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If you choose to finance your business using credit cards, call around for best rates. Often, if you call and speak with a representative from your credit card company, you can negotiate a better rate than the one advertised.






 





      [image: ][image: ]  Credit cards. This is a financing option that should also be used with caution. Interest on credit cards can become crippling and could easily steal your profits. Be especially careful with cards with low initial rates—know exactly when those rates go up and make note of when you need to pay the startup financing before the initial period ends and the higher rate kicks in. Likewise with 0 percent cards—often the interest, when it kicks in, is much higher than average, so if you aren’t certain you can pay that debt off before the interest starts, find another option. Sometimes the interest even kicks back to the original amount of the loan even if you have paid a portion of it.


      [image: ][image: ]  Equity. Home equity is certainly an option but again, one to be considered carefully. While it can wisely utilize your investment in your home, remember—you are utilizing your investment in your home. You still need to pay interest on the loan and you need to be sure to leave enough equity available to you for a large unexpected home repair. The last thing you need is to compromise what is often a homeowner’s most significant asset.


      [image: ][image: ]  Venture capital. Venture capitalists are private lenders. They tend to invest in high-risk businesses that have potential for huge returns if successful. Few specialty food startup businesses will be able to gain the attention of venture capitalists.




 






  [image: ][image: ]  Crowdfunding Sites to Check Out






             [image: ][image: ]  www.Kickstarter.com: creative projects






             [image: ][image: ]  www.Indiegogo.com: creative, personal, hobbyist






             [image: ][image: ]  www.Crowdfunder.com: investment raising






             [image: ][image: ]  www.RocketHub.com: creative with campaign guidance






             [image: ][image: ]  www.Appbackr.com: mobile apps










 





      [image: ][image: ]  Banks. Your good old basic bank will likely be the most fruitful place to go for business funding. For this typically conservative, more traditional source of funding, you will need a thoughtful and detailed business plan. Local banks will be more interested in financing local businesses. Don’t bring your pie-in-the-sky ideas; save those for down the road when your fundamental business is up and running and a proven good investment.


      [image: ][image: ]  Small Business Administration. Contact the SBA (www.sba.gov) for information about financing your startup business. They often work through local banks and can help you secure lending.


      [image: ][image: ]  Crowdfunding. Whether crowdfunding is a potential funding source for your business will depend on the type of specialty food business you are planning. Many crowdfunding sources do best with a product that you can promise to send people in exchange for their investment. See the sidebar above for a list of several crowdfunding sites and explore a few to figure out how others set up their pitch.


Being wise with your capital needs and heading into financing with a thorough business plan is the best advice for a new entrepreneur.


Get Your Credit in Shape


You will want to establish two different credit profiles: personal and business. Before you have business credit, you will have a personal credit profile. This should be as rosy as you can possibly make it. A key to having a good personal credit profile is to get rid of debt if you have it. Clark Howard, at his website subtitled “Money in Your Pocket,” offers five steps for getting out of debt:


       1.  Make a conscious decision to stop borrowing money.


       2.  Establish a starter Emergency Fund of $1,000. You need something for emergencies instead of using credit cards (see number 1).


       3.  Create a realistic budget and stick to it. Cut a few things like gym memberships you pay regularly but rarely utilize, cut dining out in half, make coffee at home instead of stopping at the café.


       4.  Organize your debt. Decide whether to pay off high-interest debt first (called “laddering”) or whether you want to tackle debt from the lowest amount owed on up which can give you a boost toward your goal as you see a debt paid off.


       5.  Throw any excess cash at your debt.


Come to think of it, these aren’t bad suggestions for business debt, too. If you want to read more about these five steps, go to the website at www.clarkhoward.com/paying-off-credit-card-debt.


Networking


Networking is more than a buzzword—it will help you with all aspects of your business, including funding. In addition to tapping your network as you formulate your business, work toward expanding your network. Attend chamber of commerce functions in your market area, go to conferences, seminars, and trade shows to expand your network, and most of all, reach out to your friends, former colleagues, and other acquaintances; let them know you are starting a business, and ask them to let their friends and acquaintances know.
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There are five things an entrepreneur should be prepared to show a loan officer:


       1.  A business plan showing how you will use the financing


       2.  Proof that you pay your obligations when due


       3.  Proof that you have enough equity to cover the obligation


       4.  That your team has enough experience to implement your plan


       5.  That your sales prospects are strong enough to repay the loan






 





Your Business Plan


We could have discussed business plans in Chapter 4, since business plans are part of the salt-and-pepper basics of any startup. But business plans usually come into practical use when you are trying to obtain financing, so we’ll talk about creating one here in the money chapter.


Your business plan should include a broad discussion of the specialty food industry, particularly as it pertains to your specific part of the industry—i.e., retail, service, events. Also include information about your business structure, your clients, the competition and how you will fit into it, your income, cash flow, and expenses, and other relevant financial information. This is the chief instrument you will use to communicate your ideas to others—not only bankers but other business people and potential partners. And the business plan will become the basis for any loan proposal.




 






      stat fact
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Fifty-two percent of all small businesses are homebased, according to SCORE’s Small Biz Stats & Trends (www.score.org/node/148155).






 





A relevant business plan will help you gauge your progress in starting and building your business. Use it as an operating tool to help you manage your business. The plan will help you cement the logistics and growth curve of your new business. And don’t be afraid to veer from your plan if it makes sense—you need to have a plan to begin with in order to veer from it.


The Components of a Successful Business Plan


Every thorough and useful business plan should contain the following seven components:


       1.  Executive summary. As the name suggests, this section summarizes your entire business plan. It includes details about the nature of your business, the type and scope of services that you will provide, the legal form of your business (covered in Chapter 4), and your vision and goals for the business.


       2.  Business description. In this section you’ll describe the gourmet and specialty food business as a whole and your chosen target market. Use specifics here, hard numbers, and facts. Along with those found throughout this book, you’ll find more business statistics at websites like www.census.gov, www.statista.com, and www.dol.gov (Department of Labor).


       3.  Market strategies. Here you will describe exactly how you will reach out to and market to prospective clients. Again, be as specific as possible. Will you advertise in the Yellow Pages? Join professional organizations for networking? Create a website? Use newsletters as a marketing device? Social media? Include as many of these details as possible. Also, take time in this section to write about the ways in which your company is unique and, therefore, better than your competitors.


       4.  Competitive analysis. In this section, focus on likely competitors in your field. Discuss how your business will differ from other specialty food businesses in your market area. Also, don’t forget to focus on other potential competitors, such as gourmet sections of high-end grocery stores or restaurants providing gourmet and specialty food catering services. Why are your services preferable to those of your competitors? It is essential that you clearly formulate the ways in which your company will differentiate itself from competitors. This will require a little boots-on-the-ground research.




 






      warning
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Don’t consider your business plan just a document necessary for obtaining financing that you rarely look at again. A business plan can be a strategic plan for your business that should be looked at and updated with some regularity.






 





       5.  Design and development plan. This is an opportunity to discuss how you will develop markets for your business and develop an ever-broadening client base. Set specific goals. Perhaps you plan to cater to 12 events during your first year of business and to grow that number to 50 events per year by your fifth year in the specialty food business. Or maybe you plan to eventually host classes at your retail site or rent your commercial kitchen space out to other specialty food businesses.


       6.  Operations and management plan. How will you run your business on a day-today basis? Will this be a part- or full-time career for you? Will you hire employees? Consider a typical day in your business and describe it here and how you will facilitate this operation.


       7.  Financial factors. This is the section in which to focus on your financial expectations. Even if you are opening the business as a very part-time occupation—for instance, only creating product during the summer fresh-fruit growing season—you will need to forecast your financial future. Consider where you would like to be, financially, with your business in one year and in five years, and include that information here.


Buying Equipment and Inventory


We’ll cover specific food-related equipment in other parts of this book, but there are some basic office equipment needs for any small business, whatever the industry. There are some must-haves and there are some it-would-be-nice-to-haves for your business to operate efficiently and effectively.




 






      warning
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Remember to add a percentage of your fixed costs to the fee you charge for your products or catering services! This is how you pay the bills.






 





Essential Equipment


Whatever the location of your food-making operation (see Chapter 7 for a full discussion on location), you need to carve out some office-type space. It doesn’t need to be a lot of space but it needs to be enough to enable you to be comfortable doing things like invoicing, ordering, and financial planning. If you don’t like doing those things to begin with, you definitely won’t want to do them in a place that is uncomfortable, cramped, or disorganized.


Basic office equipment includes:


      [image: ][image: ]  Desk. An office desk should be large enough for you to spread out and look at several things at once, whether it’s numerous spreadsheets or a laptop and spreadsheet, or catalogs and your laptop and the spreadsheet that tells you how much you budgeted to spend on whatever you are ordering.


      [image: ][image: ]  Phone. Cell phones have often replaced the need for a landline phone. However, some people still prefer to have a landline for their business contact line where messages can be left. Then your cellphone can be used for times when you are away from your office. If you do decide to have a landline installed in your office, be sure it has a built-in voicemail function (almost standard these days). You probably also want a cordless option, depending on the size of your office space.


      [image: ][image: ]  Other furniture. At least one file cabinet will help you keep organized. You can add cabinets as you need them, but at some point you will only want to keep files in your office that are active or relatively new; you can put the rest in storage boxes in a closet or other storage area. Although you likely won’t spend a lot of time at your desk in the food business, it is still a good idea to have a comfortable, ergonomic chair. If you may have a visitor in your office—a salesperson, potential client, or potential employee—make sure to have a couple of side chairs. A lot of great office furniture can be found at surplus sales.


      [image: ][image: ]  Computer. A decent computer that is either new or no more than a year old will allow you to save money doing some of your marketing and advertising materials yourself. A laptop or even a tablet may be sufficient. Once again, however, make sure you get a keyboard and any accessories that will help make it ergonomic and comfortable for you to use. See “The Best Computer” on page 72 for more specifics on computer purchasing.


      [image: ][image: ]  Internet access. Not only will you need internet service from your telecommunications provider and a modem to access the internet, a wireless router is highly recommended. They are inexpensive (in the range of $100), eliminate the need for a cord from your computer to the modem, and allow any type of computer to tap into the wireless service within its range. If your office is in a large retail space or your food prep area and the area is large, you may also want to consider a booster to allow you strong wireless access in the full area. Or simply budget for a tech-savvy consultant to do this all for you!


      [image: ][image: ]  Printer. If you plan to do some of your marketing and advertising materials yourself, a good printer is essential. The equipment itself is relatively inexpensive—these days you can buy a printer that produces high-quality printing as well as scans, copies, and faxes for under $150. However, the ink cartridges are where you will spend the money. Two rounds of black and color ink replacement cartridges, and you will have already spent the same as the cost of the printer itself. While you are at it, make sure to get a fast print speed of 15 to 20 black pages per minute.


      [image: ][image: ]  Camera. Phone cameras are such high quality these days that you may not find the need to have more than that. And that is especially true if you plan to hire a photographer to take shots of your finished work for marketing and advertising purposes. That said, a basic digital SLR with a couple of different lens sizes can be had for under $500 and seems to always be a worthwhile investment.


      [image: ][image: ]  Software. The basic Microsoft Office suite of Word, Excel, PowerPoint, and Access typically provides all you will ever need in the range of word processing, spreadsheet production, marketing and presentation software. The possibilities are endless for using these software tools these days, from a stripped-down version for your iPad like DocstoGo that costs around $15, to several hundred dollars for a full suite for your personal desktop or for multiple computers. Don’t forget to sign up for some kind of antivirus software; free malware is available, or for under $100 per year you can get a subscription to Norton AntiVirus or other protection, which is essential in today’s electronic world.
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Brand recognition is the name of the game in business. It is typically worth the cost to have a graphic design firm design a logo for you. They will make your logo memorable, professional, and unique. Clip art can look tacky and may show up in another food-related business’s materials. When you have your logo, be sure to use it in everything about your business, from business cards to website to food labels.






 





Use Figure 6–2 on page 71 as a shopping guide for equipping your office with supplies. You probably already have some of these and some you may not want to use—for example, fax machines are slowly fading out of use with scanners being part of even the simplest printers, but some businesses still use faxes so you may find it is a purchase you need to make.






[image: FIGURE 6–2: Office Supplies Checklist]








FIGURE 6–2: Office Supplies Checklist


After you’ve done your shopping (not buying, just shopping!), fill in the purchase price next to each item, add up your costs, and you’ll have a head start on estimating your startup costs. Of course, this is not a complete list of supplies that you may need, so tailor it to what you think you will use.




 






  [image: ][image: ]  The Best Computer






These days you are almost able to get away with having nothing more than a tablet computer to run a business. A tablet can perhaps handle enough basic software, email, and internet searches to allow you to operate your business efficiently and effectively. They are portable and inexpensive—spend a little more and you don’t even need wifi—satellite connection will allow you to use it almost anywhere, anytime.


A laptop is the next best thing. Laptops are powerful and can be quite small. They can use more complicated software. And they are no longer considerably more expensive than desktop computers to get similar storage and speed.


Desktop computers have come a long way as well. No longer the computer of choice, desktops have had to adapt to the portable world where users can get a lot out of their smartphones, which have become minitablets. Desktop computers, or at least their monitors, are going in the opposite direction—instead of more compact, monitors seem to be getting larger and larger. If you are going to have your computer tied to your desk, you might as well have something that is highly visible and can give you lots of space to create on. Computers like the HP Envy has a 23” touch screen that functions like a tablet and has the CPU housed within the monitor so it is sleek, without cords everywhere, but unlike most tablets, has USB ports for thumb drives and other accessories. It also has a movable arm attached to its screen which means you can move the monitor for the most comfortable position for you, including standing.


Computers like the Envy are great if your business requires you to do a lot of design work where you may be sitting at your desk a lot or if you plan to do a lot of your back-office tasks such as bookkeeping and supply ordering yourself.


Do your research online, then utilize the personnel of places like Best Buy, Staples, or local computer businesses to help you decide which choice is best for you. Your computer is not likely to be your largest expenditure, but it could be the item you purchase that you use the most every day.






 











  [image: ][image: ]  Purchasing an Existing Business






Perhaps you are thinking about starting your own specialty food business by purchasing one that already exists. Maybe you have patronized this business many times, have always been attracted to it, and feel like you could do it better, take it to the next level. This is the way many business owners get into business. But you likely need to be prepared to jump right in pretty quickly.


Here are a few things to think about when purchasing an existing business:


             [image: ][image: ]  You will definitely want to set aside funding for legal help for the due diligence that is important in researching an existing business.






             [image: ][image: ]  Make a marketing plan for the turnover of the business so that you can be sure to retain existing customers. Will customers jump ship because the existing owner is so popular and equated with the business? Or will prior customers come back because they have been dissatisfied but are willing to try out the business under new management?






             [image: ][image: ]  If the current owner is popular and an asset to the business, be sure to build in a transition period where the owner continues with the business for a certain amount of time.






Another way to purchase an existing business, or more precisely purchase into an existing business, is to buy a franchise. Look on “franchiseopportunities.com” under “Gourmet and Specialty Franchises” and other franchise sales websites to see if something fits what you are interested in. Pizza, frozen yogurt, and barbecue are a few commonly franchised specialty foods as well as a few better-known shops like Edible Arrangements and Cold Stone Creamery.


Step into the franchise world with your eyes wide open. While it can be a great way to enter the specialty foods market, it also can be expensive and restrictive. Plan to have a lawyer look over a franchise contract and tell you exactly what you are committing to.






 





Inventory


Inventory for a food business will also vary widely depending on the business you plan to start. Again, we will discuss food-specific inventory later in this book. But at this stage you will want to think through your nonperishables and hard goods required to start up and get your business established.


You will need bowls and dishes and measuring tools and storage containers, etc. But will you need displayware for your finished product—either those that are ready for sampling in your showroom or the food items you take to an event? If you are selling food items in a gift basket, you will need lots of inventory to create the final baskets—from the basket itself to the stuffer material, to rolls of cellophane for covering, to ribbon and even scissors to cut the ribbon.




 






      warning
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Don’t buy huge amounts of inventory of things like gift wrap or baskets unless, for example, you can get a ridiculously good deal on large quantities of a classic basket. Colors and designs go in and out of style. You don’t want to be stuck with years of inventory on something that you used only a portion of, only to have it get dusty and old-looking, not to mention taking up precious space.






 












CHAPTER 7


Home Is Where the Stove Is: Location


Whether your specialty food business operates out of your home only selling to your personal friends, has a retail shop as a minor component of the business, provides retail outlets with product, or is a direct-to-consumer national mail order operation will, of course, have a major impact on what type of location you need to set up shop in. This chapter will take each one into consideration.


Cottage Food Industry


Let’s start with the smallest of possible specialty food setups—food produced in the home, known as the “cottage food industry.” While this may be small in regard to the size of each individual business, it is by no means small in overall size within the food industry. The Harvard Food Law and Policy Clinic states that “the past few years have seen a marked increase in the amount of local and small-scale food production in the United States” (“Cottage Food Laws in the United States,” August 2013). Accompanying this increase “has come a push to allow individuals to produce and sell nonpotentially hazardous foods [baked goods, jams, jellies, e.g.] made in their home kitchens, outside of expensive permitting and licensing procedures. . . . therefore reducing the barriers to entry for small-scale producers while recognizing the low-risk nature of these products.”
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Office Supplies Checklist

Q Postage scale

Q Postage meter or stamps

QO Paper for fax and copy machine

Q Toner and ink cartridges for fax machine, copy machine, and computer printer
QO “Sticky” notes in an assortment of sizes

O Scratch and telephone message pads

0 Wastebaskets

0 Scissors, Exacto® knives, staplers

Q Three-ring binders and file folders

Q Pens, pencils, tape, paper cutter, etc.

U Envelopes and stationery with your logo/company name
U Return envelopes with your address preprinted

Q Wall safe for storing valuable papers, cash, and computer backup disks
Q Time clock and cards

Q Digital camera

0 Measuring wheel and 100-foot tape measure

Q Marking paint and long-handled paint gun

Q Business cards

0 Surge protectors for computers

4 Calculators

Q1 Calendars and/or planners

U CD and/or DVD disks and/or thumb drives

QO Desk organizers

Q Office furniture: desks, chairs, chair mats, file cabinets, conference table and
chairs, computer workstations, lamps, shelving

O Fire extinguishers and first aid kit
Q Coffee machine and microwave

Q Janitorial and bathroom supplies
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Target Market Worksheet

How well have you defined your target market? This list can help you get organized
and coordinate your efforts:

Identify three specialty areas you would like to target:

1.

What specific skills do you have in those areas?

Will you need additional training or education?

What additional equipment will you need?
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Business Name Worksheet
List three (or more) variations using your own name for your business:

1.

2.

3.

List three business name ideas associated with your specialty or niche as a purveyor
of specialty food:

1

2.

3;

List three business name ideas associated with your geographic area. You can use the
name of your town, county, or state. Or use something that your area is well known
for, such as a southwestern region or pristine beaches.

1.

2.

3.

Once you've narrowed it down to one or two choices, take the following steps:
» Write it down to see how it looks.
» Say it out loud to hear how it sounds.
» Check the first initials of each word to make sure the acronym isn’'t something
inappropriate.
» Run it by family and friends to see if they are as enthusiastic as you are.
» Look in the Yellow Pages and on the web to see if someone else is using it.

» Call the county clerk or secretary of state’s office to make arrangements for filing it.
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Identify your clients:

Who is your competition?

How will your business be different?

Is your geographic location favorable to your business?
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Mission Statement Worksheet

To develop an effective mission statement, answer these questions:

1. What products and/or services do we produce or offer?

2.In what geographic location do we operate?

3. Why does our company exist? Whom do we serve? What is our purpose?

4.What are our strengths, weaknesses, opportunities, and threats?

5. Considering the above, along with our expertise and resources, what business
should we be in?

6. What is important to us? What do we stand for?
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Startup Expenses Worksheet

Item

Estimated Cost

Mortgage/rent

Office equipment, furniture, supplies

Business licenses/permits

Phone (landline)

Phone (cell phone)

Owner/operator salary

Employee wages and benefits (first six months)

Startup advertising/marketing

Accounting/legal services

Insurance (annual cost)

Membership dues (annual)

Publications (annual subscriptions)

Online services (broadband)

Website design

Web hosting, domain name (annual cost)

Subtotal

Miscellaneous expenses (roughly 10% of total)

Total
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