discretionary spending to some extent, the destination farm also offers a relatively local,
relatively inexpensive daytrip. The key is letting people know where you are and what you have
to offer as a fun-filled getaway.

Market Development

Located in Bunn, North Carolina, Vollmer Farms is situated along Highway 98 between Rocky
Mount and Raleigh. Prior to the completion of the US 64 Bypass, Highway 98.was the main
thoroughfare used to bypass Raleigh. Though traffic has decreased, many area residents are
familiar with Highway 98 and the general location of the farm.

Generally speaking, Russ believes, “Location is important, but we’ve discovered you don’t have
to be close to a city. If you have a business that is attractive, people will find you.” While
Raleigh’s growth and subsequent sprawl is helping business, a one-hour drive is not considered
unreasonable by most of their customers. It simply takes time to build a name.

Though they are able to draw customers from a larger area now, their first customers were
primarily locals who were interested in fresh produce. Signage and an appealing roadside display
of fall products including colorful chrysanthemums and pumpkins of all sizes provided the curb
appeal that made folks want to stop. ’

They have utilized radio and newspaper advertisements in the past but have redirected their
advertising dollars to the development of a website, www.vollmerfarm.com. The radio and print
ads were expensive, and it was difficult to gauge their effectiveness. In an effort to extend
business beyond the local population, the Internet provides an outlet that has the potential to
attract folks from all over with disposable income. These people have been identified as web
surfers. The website offers more opportunity to immediately engage perspective customers with
photos and descriptions of on-farm activities. It also provides a more efficient means of
scheduling since the school tours can be booked on-line with a phone follow-up.

The Vollmers have developed a mailing list that now includes 5,000 to 7,000 names. For ycars
they sent a four-color, three-page newsletter in the spring and fall highlighting the upcoming farm
attractions, opening dates, strawberry stand locations, and even a bit of family news to add a
certain friendly touch. The printing and postage cost were getting out of hand considering the
size of the mailing list so they sent postcards for the first time in Fall 2006. Another measure that
allows contact with customers, but requires minimum cost, is the development of an e-mail list.
Mary sends e-mail notices when the farm opens for the different seasons and when various crops
are ready. E-mail is essentially free, but customers changing e-mail addresses causes some hassle
and lost communication. )

They have collected some market data over the years as they generated the mailing list. Not only
do they learn where visitors are coming from, they inquire as to how they heard about the farm.
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They utilize the satellite strawberry
stands in the spring to promote the fall
farm activities with a flyer advertising
the Bunn farm location and its
destination features.

Capitalization

The Vollmers had a business plan
including 'planned growth of the venture
when they went to the bank for a loan.
They used land as collateral against a
five-year capital loan primarily that
they used to purchase the hayride
wagons, the concession stand, and the

playground equipment.
The Vollmers were comfortable going to their local bank where the lending officer knew them
and their financial situation. At the time Vollmer Farm was developing the agritourism business,
they had no alternative funding sources. Though he hasn’t personally looked into it, Russ
believes there may be more opportunity now for grants or non-traditional loans.

Education and experience were not specific factors of interest to the financiers. Russ says, “Their
main concern was our ability to pay back the loan.” He explains, “Farmer’s often take out
operating loans that are paid back within a year, so the business plan was particularly helpful in
educating the bank about this new venture and the type of return we would expect over time.”

Since the agritourism concept is still new as a business venture, bankers need to be educated.
Though the Vollmer’s were dealing with lifelong associates, Russ advises, “Farmer’s should be
prepared to be turned down.” As the industry grows, allied industries such as lenders, insurers,
and regulatory agencies will more fully understand the concept and how their institutions must
adapt to some unique qualities of agritourism.

While the Vollmer’s would like to add a new concession facility, they do not want to over-extend
their loan and will look to grow the business in other ways to cover the cost of future expansion.

Betty was the first bookkeeper preferring to manage the receipts and disbursements by-hand in
ledgers. They have since hired a seasonal bookkeeper who uses Quickbooks on the computer,
Russ say, “You should do whatever it is that you do well, and if bookkeeping isn’t one of those
things, invest in someone else to do it,”

"
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Regulations

One of the first regulations to consider in exploring the idea of developing a destination farm is
local zoning. If the location needs to be rezoned for a retail market, the approval of rezoning
should be one of the first steps prior to making further investment.

Russ notes that only in the last five years have farmers involved in agritourism become a subject
of interest to state regulatory agencies. Their initial experience with the Department of Labor
was not a pleasant one. An inspector visited the farm, unannounced, to inspect the playground
and underground slide. In hindsight, Russ advises people to look into the regulations prior to
building or setting up an activity. They did not and as a result had to redesign or remove some
activities to come into compliance with the Department of Labor regulations.

Almost all the activities on Vollmer Farm were inspired by activities they saw on other farms
including the 40-foot underground slide. The underground slide was constructed from two,
twenty-foot lengths of large pipe, buried just beneath the slope of a naturally occurring hill on the
farm. Kids and adults can slide down the tube sitting on a burlap sack. The Department of Labor
deemed the underground slide an “amusement
ride,” which must adhere to stricter regulations.
Given the popularity of the slide, the Vollmers were
not willing to close the slide without appealing the
regulations. They hired a licensed engineer to
verify the safety of the slide and agreed to station
an adult (over age 18) at the top of the slide.

Liability is a growing issue for agritourism and
finding affordable liability insurance is a challenge.
Complying with governmental regulations is one
way to demonstrate your attention to safety to
insurers who are not familiar with the concept of inviting thousands of children and adults to a
working farm. The Vollmer family decided to Hmit their personal liability by changing the farms
business structure to a Limited Liability Corporation (LLC).

By offering concessions, the Health Department was also interested in inspecting the food
preparation and service area. As the Vollmers work on plans for a new concession stand, the
regulations of the Health Department will be considered before hand.

Though they had no individuals to consult when they started the business, the Agritourism Office
at the NCDA&CS is now an umbrella agency that can assist farmers and work with other
regulatory agencies to meet the special needs of agritourism operations. All the regulations are
available online through the various departments, so it is the farmer’s responsibility to be aware
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of the regulations. Russ Wéms, “If you choose not to follow the guidelines, you should be
prepared to spend the money to make changes later when an inspector expects you to be
compliant.”

Future Plans

The Vollmer family is continually looking for ways to be different and add new features even
though they are an established business. They feel the need to offer their refurning customers a
fresh look or a new opportunity. Russ believes that the agritourism market will eventually move
toward saturation and differentiating factors will set one farm apart from another.

The latest addition to their agritourism business is offering the farm as a site for company picnics

or corporate events. They will keep looking for growth opportunities that will allow them to
share their farm and the farm-life experience with a burgeoning urban and suburban population.
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The name Waterpenny Farm was inspired by small beetle
larvae, known as water pennies, which were found in the
stream on the farm. Eric Plaskin and Rachel Bynum

were thrilled to find water pennies. Water pennies are
sensitive to water pollution and only found in high-
quality freshwater streams. The name of the farm and
the environmental purity it represents accurately
portrays Eric and Rachel’s commitment to organic
farming as a part of their broader belief in environmental
activism.

WRAPPAHANNOOK COUNTY §f
Wy, VIRGINIA

Located 70 miles outside Washington, DC, in Sperryville, Virginia, Waterpenny Farm provides
fresh produce to the local, rural population as well as the metropolitan DC area. They grow 10
acres of vegetables and flowers on a 30-acre farm. The farm includes a 1,800 square-foot
greenhouse and an unheated hoophouse which are used to grow field transplants and potted
plants that are sold at the farmer’s markets. ‘

Tomatoes and summer squash are their biggest crops, but they also grow lettuce, broceoli, beans,
melons, potatoes, eggplant, peppers, cucumbers, garlic, onions, and herbs. They spend a
significant amount of time selecting specific varieties, favoring home-garden, open-pollinated
varieties for the best flavor. They grow nearly 200 different vegetable varieties and 50 different
flowers and herbs.

There are five employees on Waterpenny Farm who assist the production, harvest, and
distribution. All their produce is sold through direct market channels including three farmer’s
markets, a Community Supported Agriculture (CSA) program, and some on-farm sales.

Eric and Rachel are glad to share their experiences establishing a farm and how the farm is
intimately tied to their commitment to a lifestyle where they can spend their days doing work
they enjoy, producing tangible results, and making a difference in America’s food production—
both in how it’s produced and consumed and in how people think about where their food comes
from and what it means to be a consumer.
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The Idea

Eric and Rachel’s venture into an agrarian lifestyle began in college where they met. Rachel was
pursuing a degree in environmental sciences and Eric was studying Eastern religions. They were
both involved in various student-run environmental organizations and helped start a one-acre
organic vegetable garden on the campus of Carleton College in Minnesota.

Not only did they enjoy the work involved in producing food crops, they saw their organic
methods, in a larger environmental
context, as a solution to many of the
problems with conventional food
production. After graduating, they found
work on Wheatland Vegetable Farm in
Purcellville, Virginia. Under the
guidance of Chip and Susan Planck at
Wheatland, Eric and Rachel gained a
deeper understanding of daily production
farm work: In addition, they were -
excited about being part of the farm’s
greater business model. After four years
under the Plancks’ tutelage, Eric and
Rachel decided they wanted to start their
own farm and support themselves by
harvesting and selling the fruits of their
labor.

Plancks’ familiarity with the DC market reassured Eric and Rachel that the metropolitan area
would have sufficient demand for organic produce to support another farm; however finding
affordable land in proximity to that market proved to be a challenge. Through the Plancks they
met Cliff Miller, who would eventually become their landlord. Eric and Rachel entered into a
40-year lease on 30 acres of his 800-acre property. Through this slightly unconventional
compromise, they were able to.start farming on their own in late 1999.

The Plancks were Eric and Rachel’s primary resource in terms of growing practices, marketing
methods, and labor sources. While they have developed some differences over the past few
years, they still largely emulate Wheatland, albeit on a smaller scale. They also visit other
farmers and attended sustainable farming conferences in the winter to leam more about how
others are farming,

Market Development

Waterpenny Farm markets their produce through three farmers’ markets and CSA memberships.
The Takoma Park Farmers’ Market in Maryland is a good market with limited space.
Considering that the market has steadily been the source of 40 percent of their income, Eric and
~ Rachel feel fortunate to have secured a spot there. They also attend markets in Charlottesville
and Warrenton, Virginia. The market season lasts from mid-April through November.
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To start marketing the availability of
CSA shares, Eric listed the farmon a
website as a CSA supplier. By
S ﬂ;mm,;m#'ﬂw AT e | COINCIdence, the USDA held a
meeting about CSA for their
employees that same year. Rachel attended the meeting with brochures and lettuce seedlings.
With two groups of 15 interested in joining the CSA and an additional 20-share commitments to
the Capital Area Food Bank to supply fresh produce to low-income families, Waterpenny’s CSA
program got off to a great start. '
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Considering the few number of farms in the DC area relative to the area population, they have
found that they rarely have to look for customers—their customers generally find them. The
Washington Post has done several small articles about CSAs that sometimes includes a listing of
local farms. Interest will peak after mention in a widely read publication.

All new inquiries are sent a brochure, which includes a registration form that can be retumed if
they are interested in participating. The CSA sign-up opens on March 1 and usually fills within
six-weeks. About 75 percent of the CSA participants return year after year, so available shares
are limited and easy to fill, and some potential participants are tumed away. The CSA customers
also.receive a biweekly newsletter with
recipes, farm notes, shareholder
contributions, and pictures from the farm.
Eric and Rachel also host two shareholder
events at the farm each year.

More than 100 boxes are delivered to two
sites on Wednesdays and 60 boxes are
picked up at the farm on Thursdays. The
CSA runs for 21 weeks from early June to
late October. They charge a $50 delivery
fee that covers the cost of the van and
Rachel’s time spent delivering.

Until recently, they were able to unload

boxes at the loading dock of an office building in Arlington where 10 shareholders worked. It
was convenient to 70 additional shareholders who lived or worked in that area. Since the
business relocated, they are trying to settle on a new spot that is 1. sheltered or air-conditioned,
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2. has good parking, 3. is open late into the evening for after-work pick-up, and 4. has space for Ty
80 boxes of produce. Suggested locations have included an individual’s home, a church, or &{”
another business. '

Capitalization

Given their farm experience and research into the start-up costs, Eric and Rachel estimated they
would need $45,000 for supplies, equipment, and labor to get started. They exceeded their first
year cost estimate by $15,000. They used their savings of $45,000 and borrowed $5,000 from
three different family members rather than approaching a bank for a loan.

They were skeptical of a bank’s willingness to lend them money for starting a farm, especially
given their exhausted savings, but they knew that their family believed in their dream and their
ability to build a successful business. The family members wanted to help Eric and Rachel
realize their dreams and lent them the money with few questions and no interest. Within three
years, the loans were fully repaid.

One of the benefits of the CSA is collecting payment for the season’s produce before the season
begins. This method provides operating capital early in the season, supplemented by their
savings as necessary. They have found that it is usvally around July 1 when they breakeven.

Regulations

Eric and Rachel have encountered few ( e
regulations. They recall meeting early on T ' SO {
with the Virginia Department of
Environmental Quality and a Soil and
Water Conservation technician to discuss
their irtigation plans. They learned about
general business regulations such as
employment taxes and sales tax from
Susan Planck. Additionally, while most -
farmers” markets have a list of regulations,
they are generally straightforward and
easy to comply with. The only time they
have employed legal council was for
assistance with the long-term lease.

Future Pla_ns

Fric and Rachel’s goal is to be big enough to support their family without off-farm income, but
no bigger than is necessary to meet their needs. As they continue to gain experience and fine-
tune their production and market potential, they are becoming more efficient—producing more
food on the same land in less time and selling more at higher prices.

Quality of life, rather than profit potential drives their business philoséphy. By achieving their
target income (the median income for married couples, currently $65,000), they can focus on (
further enhancing efficiencies. They hope to maintain their income level, while working fewer .
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hours, making more per hour and ultimately having more time to invest in family life and other
personal interests.

Education is another key element in their business philosophy. Rachel is an environmental
educator by training, and they enjoy teaching their community and budding farmers (through an
internship program) about organic production. They are committed to encouraging folks to eat
local food, support local farms, grow their own food, or even become farmers. In all that they

teach, they strive to impart a tespect for the environment and the sustainable practices that guide
their farm-life.
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At the age of 55, most folks are starting to slow down and
consider how they will pass their days in retirement. Not
so for Doreathy Booth. At 55, she seized the opportunity
to make a long held dream come true. She moved from
California to North Carolina (where land was more
affordable) and in short time, she had found a farm in
Granville County that suited her liking. Though she
continues to develop the farm aspect of Angels Nest Farm.
and Bakery, primarily with fruit crops, her business.
venture of interest to this case study is the bakery.

Her signature product is the empanada, a baked good similar to a turnover. Empanadas are
commonly found in Argentina and Brazil and can be stuffed with a sweet or savory filling. She
makes 15 different kinds of empanadas including savory choices such as artichoke and spinach,
5-cheese pizza, and sweet potato and black bean. A sampling of the sweet ernpanadas include
Bavarian cream, peach pecan, and chocolate.

She offers personal size pies that are suitable for one or two people. Customers have seven pies
to choose from including fruit, nut, and cream concoctions. Another sweet treat might be the
Norwegian breakfast scones or cookies. Doreathy doesn’t just bake bread; she offers breakfast
breads, everyday specialty breads, and cream cheese braids.

All her products are fresh baked for the Saturday Farmers® Market. She starts at 2:00 a.m. Friday
morning baking cookies and starting the empanadas. She goes to bed at 8:00 p.m. and rises again
at 2:00 Saturday morning to bake the empanadas, scones, and pies. She leaves for the market,
which is located 50 miles away, by 6:00 a.m. to be set-up by 7:30.

The Idea

Doreathy was born and raised on a dairy farm in Minnesota. She and her mother would go door-
to-door selling eggs and chickens. She fondly recalls earning $0.10 per dozen eggs and
purchasing a winter coat with her accumulated egg money. Her mother and grandmother taught
her how to bake cakes and Norwegian cookies. They used real butter and cream cheese—
ingredients she remains committed to even today.
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The biggest factor that initially drove the business idea was a need for income that would allow
her to continue working on the farm. She remodeled the detached 2-car garage into a commercial
kitchen with two ovens, five freezers, a sheeter, a proofer and a mixer suitable for baking large
guantities. In addition to the financial burden of such an investment, she faced other social
obstacles in starting a small business—she was a woman who was not afraid to speak her mind;
she was a foreigner in the area; and she was older than the average entrepreneur.

1n addition to professional equipment, Doreathy invested in additional education. She attended
two one-week sessions at the King Arthur Baking Education Center in Norwich, Vermont. By
educating herself, Doreathy feels that she can better educate her customers. It’s allowed her to
become more familiar with less popular, perhaps under-appreciated, baked goods that she can
introduce at the market to further set her apart from the competition.

Doreathy recalls spending several years, off and on, considering the business idea. Carl
Cantaluppi, Granville County Extension Agent, is one individual she credits with helping her
develop the business idea. She also did research on the Internet and read a book on small
businesses given to her by a friend who works for the U.S. Justice Department. Despite her
research, she reflects that it was an inward desire and commitment that moved the business idea
from concept to reality. She believed that she had a product that was different and better than
what was available on the market and people would be willing to pay a premium price for what
she had to offer.

Market Development

She first set out to sell her baked goods at the local farmer’s market in Oxford. Insuch a small
community, she was an outsider with unfamiliar treats. Locals did not appreciate the value of
from-scratch baked goods made with premium ingredients—at least they weren’t willing to pay
for it. Her baked goods were different from the traditional Southern fare, and the rural
community simply didn’t embrace what she had to offer. Iromically, Doreathy considers her
departure from “the norm” a key to her success in the more culturally diverse Durham market.

A friend suggested that she might have more luck with her gourmet breads and sweets at the
Duke Hospital Farmers’ Market. In addition to drawing
customers with a more diverse palate, the Market didn’t
have a baker so there was more potential for success.
She has been participating in the Duke Hospital Farmers’
Market for four year, and she has also participated in the
Durham Farmers’ Market for the past two years. Next
year, however, she plans to only sell at the Durham
Farmers’ Market. '

The Durham Farmers’ Market typically runs from April 1
to the Saturday before Thanksgiving. Unlike farmers
who have little to offer through the winter, Doreathy saw
no reason to stop baking (and selling) through the winter. The Market declined sponsorship of an
“off-season” Market, but Doreathy was confident that it could work . . . and be profitable. She

. secured a location at a school near the Market and coordinated other vendors who had goods to
sell. They decided to scale back some with the market open for 4 weekends in December, and
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only the first and third weekends of January, February, and March. Following last years
successful “off-season,” the Durham Farmers’ Market agreed to sponsor the limited winter
schedule this coming year. In addition to the Durham Farmers’ Market, Doreathy’s baked goods
are also available at The Broad Street Café and A Southern Season located in Chapel Hill. Both
businesses had heard about the quality of her baked goods, tried them, and then approached
Doreathy specifically to resell her products to their customers.

Doreathy sends a weekly e-mail to 150 customers alerting them to what she plans on making each
week. Customers can then place pre-orders through her website (www.bakeryl.com) designed by
friend and personal IT advisor, Steven Natelborg. While the website is designed for to allow for
shipping, accepting credit card, and other electronic payments (e.g., PayPal), Doreathy does not
yet want these features enabled. As a result, orders can now only be picked up at the Market.

She firmly believes that personal contact is the most important aspect of marketing. She makes
an effort to learn her customers’ names and greet them with enthusiasm each week. “I treat them
all like it’s their first time,” she says. She enjoys educating her customers as well, and they
appreciate the level of knowledge she has to offer. Doreathy realizes that baking today is an art
often relegated to bread machines and cake mixes. In the future she hopes to invite loyal
customers to the farm for a hands-on lesson or at least an opportunity to observe the process of
baking . . . from scratch.

When she wants to try a new recipe, she will introduce it at two markets. Ifit sells out, she’ll
make more. Ifit doesn’t sell, she understands that folks aren’t interested and there’s no need to
make it unless she personally
enjoys eating it. Doreathy has
been known to employ the
marketing strategy of creating
demand through only offering a
limited supply. For example, as
Halloween approached, she
made pumpkin empanadas, but
she only made 12. She sold out
quickly, and folks who missed
getting one were encouraged to
be there earlier next week, or
place a pre-order.

Doreathy also recognizes the
importance of booth
presentation. She visits stand-
alone retail establishments for
her inspiration. She reasons, “If folks are familiar and comfortable buying baked goods out of a
display case, why should I have to convince them to buy off a table.” She invested in multi-shelf
display cases that sit on tables that adjust to various heights. She has found that displaying her
products at eye level has made a tremendous difference. She makes sure her booth is neat and
clean with plenty of quality, colored signs. She decorates for the holidays and completely
changes the booth around at least three times a year. This retail trick often leads to customers
finding, and often buying, something they never noticed before.
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Capitalization

Outfitting the kitchen was a major investment, but worthwhile for efficiency and consistent
quality. For example, the labor-saving sheeter produces 300 crusts in two hours. The proofer
ensures that temperature and moisture levels are maintained as called for by the various recipes.
Doreathy used her personal credit cards to purchase the equipment. She never considered going
to a bank, believing that age and gender would be prohibitive factors for obtaining a traditional
loan.

A friend assisted her in writing a business plan. However, she likes to remember that it’s a
flexible plan. She says, “If you don’t have a lot of guts, you shouldn’t sell at the Farmers’
Market.” Just like farming, bad weather affects profit potential—people don’t come out when it’s
rainy or cold. One unplanned turn of events generated a positive financial situation. When she
purchascd the farm 15 years ago, she bought 26 acres. In 2005, she sold nine acres of the
property and was able to pay off the farm.

Carl Cantaluppi and Theresa Nartea, marketing specialist at N.C. A&T, belped Doreathy find
grant funding. Carl had secured a grant to test 26 varieties of table grapes. Doreathy was
interested in the project but didn’t have the money for fence posts and trellising. Theresa was
able to assist her with the grant to fund the trellises, and Doreathy planted the 662 vines.

Though Doreathy began keeping her records on the computer, she failed to make a back-up and
lost her records when the computer crashed. Though she now knows how to back-up files, she
prefers to keeps records on paper.

Regulations

Doreathy anticipated the need to comply with food preparation regulations including regular
inspéctions. The North Carolina Department of Agriculture and Consumer Services inspects the
kitchen. They prefer a facility separate from the home’s kitchen, so the remodeled garage suits
well. In addition, her water is tested amlually by the Health Department.

Her baked goods are wrapped in food grade ceilophane and an ingredient label is adhered to each
product. She posts a sign at her booth stating that nuts are used in the kitchen, to inform
customers with nut allergies. Though most of her products do not contain nuts, the risk of residue
or cross contamination is possible. Though she has attempted to cover any liability for allergy
issues, there are other risks associated with selling food products. As a result, for financial
protection, she carries 2 $1 million insurance policy on her products. The annual premium of
$371 may seem like a lot, but she looks at it as if that $371 were divided among every loaf,
cookie, and empanada she sells.

Her advice to those intimidated by regulations is to get informed. All the regulations are posted

online and she’s found that her Cooperative Extension Agents are great resources for areas that
need clarification.
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Future Plans

Doreathy is now 70 years old and she figures that she only has 15 years left to work. In those 15.
years, she has lots of plans. Her latest product innovation is the “Cup O Cookies™.” She fills a
16-ounce clear cup with her gourmet cookies and puts a 1id on the cup. She envisions her product
and its ingenious packaging available in coffee shops where patrons could buy a Cup O
Cookies™ to go with their cup o’ coffee. She currently sells the Cup O Cookies™ at the
Farmers’ Market.

With help from the Extension office, she is applying for another grant. She hopes to purchase a
dehydrator (which costs about $12,000) to dry the table grapes and make raisins. Given that she
has 26 different grape varieties, she sces the potential for a new product—Rainbow Raisins. The
concept will be marketed toward kids as a fun, healthy snack. The grapes are different sizes
colors and, obviously, have different tastes, so one might expect the raisins to be equally diverse.
She’s so confident in the product’s success that she’s already created a logo.

She also sees an opportunity to give back to the community by sharing the dehydrator with area
farmers who always have excess produce that goes to waste. The farmers could dehydrate
tomatoes, peppers, berries, apples, etc.

Even if the dehydrator never becomes a reality, she has plans to expand the table grape business
by offering grape pies, jams, and jellies.

Doreathy recognizes the website holds a lot of potential for lannching her bakery beyond the
Farmers’ Market. She’s currently weighing the advantages and disadvantages (primarily in terms
of labor and logistics) of staying small versus going “world wide.” Whichever she decides, it
seems a sure bet that her business will keep growing.
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Executive summary

Pam and John Griffin wanted to generate additional revenue on their family farm, Hector’s Creek
Farm, to allow Pam to stay at home with their daughter Campbell. The elimination of the tobacco
program prompted the Griffin’s to explore ways to expand their farming operation to generate
additional revenue and decided on agritourism. In addition, the Griffin’s realized that no other
corn maze was in their part of southern Wake County. After all their research, they thought a
maze in the area could be profitable.

The Griffins developed a number of strategic alliances that strengthened their business. In
addition to the North Careolina Cooperative Extension, Precision Mazes, and a professional
business consultant, the Griffing developed relationships with CAT Tractor Company, MBV
Motorsports, NASCAR, and Cape Fear Farm Credit.

The Griffins realized that they needed to explore how government regulation would impact their
business, from stdrt-up to operation. The Griffins understand that identifying and adhering to
pertinent regulations eliminates misunderstandings and business interruptions due to unexpected
regulatory requirements. After exploring these regulations, they determined that they were in
compliance and ready for business.

The Griffins were starting a business where they had little experience. They had experience
running a poultry farm but neither had any experience in the entertainment industry. They
realized that they needed help and sought professional assistance. The first problems they
encountered was their lack of experience in growing corn. Seeking out professionals allowed the
Griffins to start their business and reduce their risk of failing.

Griffins developed a product to meet the specific needs of a newly targeted market: elementary

school children. Griffins understand that to be eligible to participate in elementary school tours,
they must develop a curriculum to meet specific state educational objectives. The market area, a
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50-mile radius around Hector’s Creek Farm, has an estimated population of 2.18 million people.
The population is anticipated to grow 9% from 2005 to 2010. Their market area has an estimated
496,926 children under 18 years of age.

The Griffins could charge separate prices for each of the individual attractions or charge a general
admission price for all guests. They calculated these prices by considering all possible costs
attributed to the attractions and the entire farm tourism operations. Each attraction is charged a
share of the total general expenses. They derive the share of each attraction by first combining
the costs of all attractions and determining the percent share of each attraction’s costs to the
combined attraction costs. Based on the total cost, start-up and general costs, they are able to
determine the break-even number of visitors and prices. If Hector’s Creek Farm attracted 500
visitors, Griffins would have to charge each visitor $70.05 for the operation to break-even. If
Hector’s Creek Farm’s attracts 5,000 visitors, the charge would be $7.00 to break-even.

Farm and enterprise history

In 1882, William Griffin purchased 46 acres of land in northwest Harnett County, North Carolina,
which is still farmed today, five generations later. The farm originally produced tobacco, com,
and a few hogs. In 1998, the farm was purchased by John and Pam Griffin who named the farm
Hector’s Creek Farm after the nearby township and proceeded to add two poultry houses. In
addition, they farm 25 acres of wheat, oats, and tobacco. Since its inception, the farm has tripled
in size and now totals 150 acres.

In 1992, Pam and John were contemplating two very important decisions. The first was to adopt a
daughter, Campbell Griffin, named after the college where they met. The second was to be able
to raise Campbell on the farm. Once the tobacco program ended, they decided they needed to
expand their operation to survive. Pam came across an agritourism operation and began to
investigate the possibility of starting a similar operation. '

Business idea development

Taking the plunge

The owners of Hector’s Creek Farm realized
no corn maze was in their part of southern
Wake County. After all their research, they
thought a maze in the area could be
profitable. However, they learned that a
farmer in Fuquay was also interested in
building a com maze. They also found out
that someone already in the agritourism
business thought Fuquay would be a good
place for a corn maze. The Griffins knew
that if they were going to be successful, they
had to be the first to get the business in their
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area, After three years of planning and research, the Hector’s Creek Farm corn maze was opened
in 2005. Importantly, prior to opening their doors, the Griffins had a plan.

Strategic alliances

Griffins have developed a number of strategic alliances that have strengthened the business. In
addition to North Carolina Cooperative Extension, Precision Mazes, and a professional business
consultant, the Griffins developed relationships with CAT Tractor Company, MBV Motorsports,
NASCAR, and Cape Fear Farm Credit.

CAT provided the Griffins with a range of equipment needed to prepare, maintain and run their
operation. CAT provided lights so that the maze could be open at night. They provided tractors
that were used for the hay rides. The only caveat was that the Griffins park the tractors near the
entrance to their farm when they were not being used.

Pam developed a relationship with MBV Motorsports and obtained permission to use the Number
10 Vavoline car in the maze as well as their NASCAR logo.

NASCAR did not provide any monetary support but allowed Hector’s Creek Farm to use the
NASCAR logo and images.

Cape Fear Farm Credit was very interested in the Hector’s Creek Farm business plan and was
supportive from the inception. The Griffins had developed a business relationship with Cape
Fear Farm Credit from previous farm business activity.

Situational analysis

The situational analysis can be thought of as a comprehensive investigation into the business
environmnent in which a company will be operating. The situational analysis can be separated
into two different elements.

Industry Overview—This element primarily focuses on industry trends and should provide a
general review of the industry. Stagnant or declining commodity prices have forced many
farmers to look for alternative means of generating on-farm revenue to maintain their farming
lifestyle. This need combined with people taking more and shorter trips, traveling more
frequently by car, looking for new, diverse, and relaxing experiences, traveling as a family, and
looking to “get back to their roots™ has led to growth in the agritourism industry.

A significant factor is families looking for ways to spend quality time together and share an
experience as a family. Other forms of entertainment may not provide an positive environment
for family interaction. If a family goes to the movies, they sit in the dark, watching a movie, and
do not have any interaction or communication. Silence is not the case when a family spends time
together at an agritourism operation. In addition, most people are now three-generations removed
from the farm and are looking for ways to regain that experience. They remember going to their
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grandparent’s or uncle’s farm and good times they had. They would like to impart this experience
to their children.

P

These factors have increased the popularity of agritoursim over the past decade and resulted in an
average 3% growth rate. This growth is significant as the total tourism industry has grown only
2% during the same time period.

Griffins took three years to investigate this market. They attended national association meetings
to collect information. They decided that agritourism is a growth market, especially given the
continual inflow of people from other areas. This increased population base will provide
continued opportunity for the Griffins.

Regulatory and social implications—This element of the situational analysis focuses on
government regulations and social trends that would directly or indirectly impact consumer
demand for or consumer perception of the product. Regulations and social trends might have
positive or negative product ramifications. For example, the new organic regulations stipulate
that before a product can be labeled organic, it has to be certified. The social impact on product
consumption could be the current public anti-tobacco sentiment.

Griffins did not experience any regulatory impositions. Harnett County still perceived agritourism
as a farm activity. They did contact the Health Department and followed their rules on food
preparation. The farm did not require any other permitting.

They did however, reach out to their neighbors to create good will. They try to include their \{
neighbors in the activities, giving them free passes to the maze and even employ their services.
Griffins bought insurance from one neighbor and have hired their son to do small grading work as
well as other jobs.

Regulatory process

The old adage “Poor planning on your part does not necessarily constitute an emergency on my
part”is a reality in business. Failure to investigate local and state regulations is not an excuse
and may delay or halt the opening of an agritourism operation. Failure to investigate the
implications of incorporating an agritourism operation into the family farm may alter its land use
classification from agricultural to commercial, leading to devastating tax implications. The
Griffins spent nearly three years investigating and planning their agritourism operation. Asa
result, their operation got off the ground without a hitch. The Griffins joined North American
Farmers’ Direct Marketing Association (NAFDMA) and started visiting agritourism operations in
their area to obtain a better understanding of the industry and to see what others were doing.

The Griffins realized that they needed to explore how government regulation would impact their
business, from start-up to operation. The Griffins understood that identifying and adhering to
pertinent regulations would eliminate misunderstandings and business interruptions due to
unexpected regulatory requirements. The Griffins were familiar with the Planning Department -
and Revenue Qffice from their previous farming operations. They relied on the Hamett County éx,
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Cooperative Extension to help guide them in the right direction. Extension provided them with a
brochure listing the various departments and contact information they needed to contact,

Regulations

1. They checked on local zoning regulations to determine if their agritourism operation was in
compliance.

2. They contacted the local health department to determine the regulations that would impact

their business since they planned to sell food products.

They contacted the local health department to investigate restroom facility requirements.

4. They contacted their insurance carrier to see if their planned operation was included in their
current policy, and if not, what type of insurance would they need to purchase to ensure they
were covered.

[¥S]

Finances

1. They conducted an in-depth cost analysis and tried to assign a cost to each aspect of their
operation. This enabled them to estimate their start-up and operating expenses. This is key in
determining the amount of money they would need to start and operate the business. Failure
to borrow too little can result in financial constraints and additional resources can often prove
difficult to obtain.

2. They contacted Cape Fear Farm Credit to explore potential financing.

3. They contacted their local tax commissioner to determine if tax implications would arise as
they were including a commercial (agritourism) operation on their farm.

As it turns out, they did not have any zoning or special tax issues: the addition of an agritourism
operation is considered an agricultural enterprise. They did have to contact the local health
department and adhere to regulations pertaining to serving food.

Griffins were forfunate in that they did not face significant regulatory concerns. However, their
situation is most likely an exception rather than a rule. A number of issues need to be
investigated to avoid problems in the future. Potential agritourism operators need to investigate
the following issues to determine if they will impact the agritourism operation.

Business issues

L1 Business Licenses
[l Business Organization or Structure

Taxes

[d Sales and Use Tax Number
U Federal Employer Identification Number
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North Carolina State Tax Information
Federal Self-Employment Tax

OO

Regulations and permits

Certificate of Occupancy
Zoning

Health Department Inspection
Fire Department Inspection
Environmental permits

ooaonoo

Insurance
O Insurance
Labor issues
Labor laws

Workers Compensation
Immigration Worker Policy

ooo

Health and safety

1 OSHA
0 Workers Compensation

Management and labor

The Griffins were starting a business where they had little experience. They did have experience
running a poultry farm, but neither had any experience in the entertainment industry. They
realized that they needed help and sought professional assistance. The first problems they
encountered was their lack of experience in growing corn. They have grown other row crops but
not comn. To make matters worse, growing corn for a maze is different from growing corn for
food. They relied on the North Carolina Cooperative Extension agents and state specialists for
~information on how to successfully grow com for the maze. They also provided a corn budget to
facilitate financial planning for the maze.

The second issue Griffins faced was developing the maze. It was one thing to plant and grow the
corn, it is something else to layout the design and cut the actual maze. The Griffins relied on
Precision Mazes, a contact made at an earlier conference. They struck up a conversation and the
relationship was formed.

The third issue was a lack of experience in running an agritourism business. The Griffins sought
a professional business consult to help them develop a detailed financial analysis and marketing

plan.
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Labor is a concern for agritourism operations. They need for a number of polite, courteous, and
safety conscious people for a short time while they’re opened. You need to address this major
obstacle facing prior to starting a business. Unemployment levels are very low, and many people
are not interested in very seasonal work. Two good sources of seasonal agritourism labor are area
high school students and retired farmers. These groups may be interested in working a few hours
a week for a short period of time. The key is to identify these people well in advance of the
opening.

Depending on the activities being offered at the operation, it may take up to 20 people to
effectively service the patrons. Even if labor can be identified, finding people with the skills your
are seeking may be difficult. As a result, generally some training is involved to ensure that the
people you hire are able to correctly perform their jobs. Not every high school student or retired
person can operate a tractor, make cotton candy, or paint faces. Training people so they can
perform a task can be time consuming and should not be over looked.

Finding and retaining people who are presentable and have the social skills to interact with
visitors is also key. Customer service is critical to developing a successful agritourism operation.
A majority of agritourism visitors are children or families with children. Hiring people that are
comfortable with and respectful while interacting with visitors is essential. If a customer has a
bad experience with an employee with a bad attitude or is disrespectful, the customer will most
likely not return and will definitely pass this information on to many more people.

Labor management may be the hardest part of an agritourism operation. The operator has to
contend with new issues. These may include but are not limited to

Developing an organizational structure,
Developing a training program,

Scheduting employees.

Developing an effective communication system,
Developing a compensation plan,

Participating in workiman’s compensation,
Conflict resolution, and

Liability.

ikl

Market development/analysis
Market analysis

Market analysis is a critical component of evaluating the feasibility of an operation. Researching
the market before starting a new business or expanding into a new market is important. A market
analysis will provide information on a variety of aspects impacting a market. The following
outlines the components of a comprehensive market analysis in relation to Hector’s Creek Farm.
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Target market

Defining a target market involves generating a detailed description or creating a stereotype of the
people most likely to utilize a product or service. The target market can then be further broken
down into segments. Griffins are targeting its corn maze to families. This target market can be
further segmented into smaller groups. The first segment is the family with children: mom, dad,
and children. This group also includes grandparents and grandchildren, as well. The other focus
was school and day-care groups. Griffins did not get all the school groups that they wanted—an
area where they need to improve. This market needs additional targeting to increase the customer
base. Specific youth groups include neighborhood children, year-round schools, and YMCA
programs. Once the target and market segments have been clearly defined, to design and market
a product to this population is possible.

Griffins have developed a product to meet the specific needs of a newly targeted market:
elementary school children. They understand that to be eligible to participate in elementary
school tours, they must develop a curriculum to meet specific state educational objectives. In
North Carolina, school field trips have to have an approved curriculum addressing specific
educational goals. By clearly defining this market and understanding its requirements, Griffins
were able to create a product to meet the specific needs of the elementary school field trip
market. Further segmentation of the elementary school markets revealed that younger children
(kindergarten through third grade) are subject to one set of curriculum requirements while older
children (fourth and fifth grade) are subject to a different set of curriculum requirements. As a
result of clearly defining and understanding this target market, Griffins were able to effectively
market Hector’s Creek Farm. The concept of target market refers to identifying a sub-segment of
the total population that is most likely to use a particular product or service.

The more detailed information on the target market, the easier it is to design and implement an
effective marketing strategy. As you obtain target market information and develop a target market
profile, where to focus marketing efforts becomes apparent. By targeting those consumers that
are most likely to purchase a particular product, maximizing marketing resources is easier.

Market area

- The market area can be thought of as the geographic area where the business intends to operate,
that is, a city block, between two rivers, or the globe. Defining the market area is important
because it defines the geographic area where potential consumers live and/or work. The people
in the market area are considered potential customers. If the population in the market area is not
sufficient, you will have expanded the area or risk insufficient sales revenue. Defining the market
area is important in determining the most effective marketing channels for reaching potential
customers. For example, if the marketing area is Harnett County, it does not make sense to
advertise in a publication that focuses on the residents of Onslow County. ’

Hector’s Creek Farm determined (after opening) that the Holly S'prings/Cary area would be one
of their largest pools for visitors. The area has many transplants looking for outside family fun
the fall. They are generally from areas that have a longer history of this type of farm activity.
Hector’s Creek Farm is located in Fuquay-Varina, North Carolina, a location that places the farm
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Table 1. Population estimates for 50 mile radius
around Hector’s Creek Farm

Population Number
Population (1/1/2005) 2,174,904
Population (1/1/2010) 2,371,121
% growth (2010/2005) 9.0
Households

Households (1/1/2005) 860,849
Households (1/1/2010) 962,816
% growth(2010/2005) il.8
Age (years)

Median Age 33.1
O0to5 170,164
6to 11 169,332
12t0 17 157,430
18 to 24 223,291
25t034 334,090
35to 44 329,905
45 to 54 254,506
55 to 64 152,266
65 to 74 105,202
75 to 34 64,147
85 and older 19,479

in the middle of the Raleigh, Cary,
Fayetteville, and Clayton city areas.
T he market area, assuming a 50-
mile radius around Hector’s Creek
Farm, has a significant population
estimated to be 2.18 million people
(Table 1). The population is
anticipated to grow 9% from 2005
to 2010. Significantly, the market
area has an estimated 496,926
people under 18 years of age .

This estimate of the market area
does not take into account tourists
and people who are traveling
through the area—numbers difficult
to obtain. The Hector’s Creek Farm
market area has a significant
population base from which to draw
customers.

Source: Basidemopgraphics

Product/service analysis

The product/service analysis should focus on the agritourism operation and its products,
resources, strategies, and experiences. According to Pam Griffin, the activities offered at

Hector’s Creek Farm are in line with the groups that attended but
they need more activities. Griffins have a rule of thumb that for
every hour a visitor drives to get to the business, two hours of
activities are needed. The experience must be worth the
customers’ travel time, As a result, Griffins are adding pedal carts,
scarecrow making, and corn a box for this season. They are also
planning on updating their pumpkin “chunkin’.”

It is important to identify a product’s strengths and weaknesses as
well as how these relate to the competition. Griffins investigated
the competing agritourism operations in the area. The three direct
competitors are established, successful operations that have grown
their businesses to include a large variety of products and
activities. One common characteristic shared by the competition
is that they provide their visitors with a high quality experience.

Griffins realized that the competing operations provided a quality experience; and to compete,
they would have to provide a quality experience. Griffins decided to focus on a few activities and
do them well rather than attempting a large number of activities and doing them poorly. Asthe

business grows, Griffins will add new activities accordingly.




Hector’s Creek Farm’s focus is on its corn maze. Griffins chose a race car design because of
North Carolina’s long tradition of NASCAR. Pam indicated that “racing has deep North Carolina
roots and in addition, Scott Riggs is from the Triangle area.” In 2005, they featured a 9-acre corn
maze cut in the shape of the #10 Vavoline race car. In addition to the maze, they offer a hay ride
with the admission price. In addition to the maze and hayride, Griffins have created a number of
activities to enhance the overall experience. They are targeting children as a key market, which is
reflected in the following activities:

1. Pumpkin shooter - For $1.00, visitors can shoot 3
mini-pumpkins at a target.

2. Flower patch -A wild flower patch provides visitors
an opportunity to pick their own flowers. Visitors
can pick all they wanted for $5.00 which includes a
32 ounce Hector’s Creek Farm cup.

3. Hay mountain - Rolled hay is stacked to provide a
“hay mountain” for kids to climb and play on.

4, Culvert/pipe roll - Kids are able to get inside these
¥ pipes and roll down a hill

5. Inner tubes - Kids are able to jump on the tubes and roll down the hill.

6. Hay tractor - Kids are able to play on the tractor made of round hay bales.

Griffins have also created a number of one-time special events revolving around sponsors:

October I Farm Bureau Day -

October 3 Layefette Elementary School Relay for Life Walk
October 22 Cape Fear Farm Credit Day

October 22 Pig Picking; $6.00/plate™ starting at lunchtime
QOctober 29 Midway Baptist Church Kids Fest

ANl o

Hector’s Creek Farm is able to differentiate its agritourism operation by subtly incorporating
religion into the experience. The operators are devout Christians and want to provide a safe,
fami_ly"ékpcrience to their visitors. They also would like to expose their visitors to their religion
in a subtle way. ' '

" The line in the movie, Field of Dreams (“build it and they will come™), does not necessarily
apply in the real world. Determining a product’s strengths and weaknesses and comparing them
to consumer’s preferences is essential. Griffins found that when developing an activity, it must
be entertaining as well as convenient for customers to participate. Hector’s Creek Farm included
a flower-cutting garden as one of the activities. However, the flower-cutting activity was not
conveniently located, forcing customers to leave the main activity area, resulting in low customer
participation. Griffins realized that they needed to make all of their activities conveniently
accessible so customers will be more likely to participate. They will include the flower garden in
the same area as the other activities.
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Pricing

Griffins used information they obtained from visiting similar operations to determine their
product pricing. They are charging less than the three other corn mazes in the area in part
because they feel they do not have as many activities to provide as the other operations. As they
grow the business, Griffins will continue to add new activities, allowing them to raise their prices
if they desire. Hector’s Creek Farm has nine revenue generating centers on the farm:

Pumpkin “chunkin’ “ (3 for $1.00)

Bottled water at the concession stand ($1.00 per bottle)
Hotdogs ($1.00 each)

Roasted com ($1.00 each)

Pumpkins (priced by size, average $8.00 per pumpkin)
Com maze and hayride ( adults $8.00)

Cut flowers $5 for a 32 ounce cup of cut flowers

Shirts -$15.00 each

Caps - $7.00 each

el e A il s e

Marketing

Marketing and promoting the operation is one of the
most difficult, time-consuming, and expensive
components of developing a successful agritourism
operation. However, if it is not done effectively, the
success of the operation is doubtful. Griffins realized the
importance of marketing and launched a multi-faceted
marketing campaign. They utilized radio advertising,
newspaper advertising, website, billboards, and banners.
Griffins realized that if people were unaware of their
maze, they would have no customers. :

Radio advertising—Griffin’s advertised on a local radio
station that reached their target market. They advertised
the corn maze for three months. The radio station was
based in Fayetieville, but its broadcasts reached into southern Wake County. They were able to
advertise for three months on this station whereas for the same money they would have only been
able to advertise for one week on Raleigh station.

Newspaper advertising—Qriffins purchased newspaper advertising in local newspapers. They
also sought publicity and were blessed with numerous articles in area newspapers, even being
written up in The Wall Street Journal and Time Magazine. The articles in the local newspapers
were very effective and will be pursued.

Television publicity—Hector’s Creek Farm was aired on three differcut television stations in the
area. In addition, Griffins story was aired on the Speed Channel in an episode of “NASCAR
Nation.” Television publicity opportunities will be pursued again.
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