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Praise for So You Wanna: Start a Food or Beverage Business

“Douglas knows what he’s talking about. He’s been through the ups and downs of the industry and seen all the major consumer shifts.”

—Matt Matros, Founder of Protein Bar, Limitless, and Shopflix Studios

“Douglas speaks the truth, like it or not. The consumer packaged goods industry is a seven-days-a-week business. It is where the tough get knocked down and the tougher never get up. Success in this game is part luck, part timing, and part ride or die. Douglas captures this like the pirates before him.”

—Thad Benshoof, CPG Investor and Cofounder of Homegrown Meats

“This is far from your typical business book and will undoubtedly keep readers engaged and inspired as they choose their own unique path to starting a business. Like life itself, nothing is linear, and Douglas does a fantastic job at giving readers a tangible road map of how to find success and persevere as an entrepreneur.”

—Sara Brooks, Founder of Covet PR

“Douglas Raggio has written a book that is uniquely packed with practical and no-nonsense advice for aspiring entrepreneurs. Interlacing his own experience as a VC and a start-up founder, Douglas presents case studies of how four real-life entrepreneurs tackled critical issues that all start-ups face. Uniquely written and organized to give the reader an interactive experience, So You Wanna is not only instructive but highly entertaining.”

—Chris L. Shimojima, Founder & President C5 Advisory

“A lot of folks wonder about starting a food or beverage company. While it can be incredibly rewarding, it can also be a treacherous, circuitous path fraught with peril. Douglas Raggio shares hard-won lessons and practical nuts-and-bolts advice that improve your odds and can help make your dream a reality.”

—Bob Burke, 25-year consultant, advisor, and board member at Natural Products Consulting, LLC,

“This is one of those books that is mandatory reading before starting a CPG company. It will save you hundreds of thousands of dollars in mistakes. It is real and researched through the eyes of people that have been there and done that.”

—Nick Saltarelli, Cofounder of Mid-Day Squares

“I can’t think of anyone better to lay out a path for food and beverage start-up success. Douglas’s experience as an entrepreneur and investor puts him in a unique position to support your growing, young company and the book’s unique layout makes it simple for you to get just what you need out of it. Absorb the lessons in this book, apply them, and watch your business succeed!”

—Robert U. Craven, Managing Partner of Findaway Adventures and former CEO of MegaFood and Garden of Life

“If you’ve ever thought about launching your own food or beverage business, this book’s for you. It offers readers an interactive journey through the unforgiving trenches of the start-up world. Raggio’s raw and witty prose makes each path feel all too real as you cling to this unexpected page turner. The twists and turns will leave you questioning your own motives and whether or not you’ve got the grit needed to succeed.”

—Brittany Callahan, food and beverage start-up curious

“I have talked to thousands of founders over the past two decades during their journey of starting a food or beverage company and continue to be humbled by the complexities that must be navigated unique to each brand. The more founders can learn early on, the more they can grow their brands by avoiding costly mistakes that consume capital. This book is a great source of practical information for early-stage founders.”

—Nick McCoy, Cofounder and Managing Director of Whipstitch Capital

“Read this book if you want an exhilarating, adrenaline rush, filled with decisions that only you can make. Adventures await!”

—Jessica Ann, author of Humanize your Brand
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This book is designed to provide accurate and authoritative information about entrepreneurship. Neither the author nor the publisher is engaged in rendering legal, accounting, or other professional services by publishing this book. If any such assistance is required, the services of a qualified financial professional should be sought. The author and publisher will not be responsible for any liability, loss, or risk incurred as a result of the use and application of any information contained in this book.
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Mom & Dad—I can hardly express the sheer gratitude I feel for your unwavering support as I found my way through every misdirection of logic and errant pursuit. I love you.

My brother David—I admire how you do it all and the man you have become with your family. I am honored you kept me around. I love you too.

Grandma—Getting to know you as an adult has been a highlight of my life. So fun, so wise … You’re a hoot to the highest degree (and still the reigning best gift giver in the family). I love you.
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INTRODUCTION

I’m jaded. In the many years I have been in this industry, I have met thousands of enterprising individuals with amazing food ideas for the consumer packaged goods (CPG) industry. I am always impressed with the scrappy, can-do attitudes they have, and I feel compelled to offer whatever wisdom I can to help them. Before I founded Pass the Honey, I’d probably vetted over 12,000 investment opportunities. Through that, I’ve seen a lot of business models and even more brand ideas. Because of this, I have a unique advantage in seeing what does and does not work for the most part. I can tell when a company has the potential for permanence and when it will flicker with the trends.

What I have written in this book are just my opinions, based on my experience. This is my attempt to shed some light on the not-so-rosy outcomes and decision-making that happens in this industry. Through my investment funds, both Gastronome Ventures and Bias & Blind Spots, I am regularly approached by people who ask my advice because they have a great product and think that is all it will take to hit the jackpot. Knowing of my experience in the food business, they hope I can steer them in the right direction. They mentally make the jump from concocting their new product idea in the kitchen to seeing it in grocery stores across the country. What they don’t see are the million little steps and missteps that happen in between.

There are many promising companies trying to squeeze into the almost magically rare path to success in this industry. This results in 98–99 percent of all new food businesses failing on some level, and many entirely giving up.

But while the numbers are definitely stacked against you as a start-up CPG business, there is always hope. Success doesn’t have to be based solely on monetary measures.

Your North Star

Years ago I worked in the ER, so I’m accustomed to indicators and contraindicators when administering drugs. Indicators guide a health-care provider toward making a specific decision, while contraindicators provide reasons not to make decisions. Knowing what those are is paramount to your success in treating patients.

Similarly, when you start a business, it is essential to watch for indicators and contraindicators. These can be considered guardrails to keep you on the path you pick. If you decide you want a small business, something that is more of a hobby, and suddenly you have Costco knocking on your door and wanting to carry your product, the misalignment of the request with your goal is a contraindicator. It should raise a red flag to help you slow down before you make any rush decisions.

How do you define your personal North Star? By North Star, I mean what kind of life do you want? How do you define success? By the time you are finished reading this book, I hope you can sit down with a clear head and outline what you consider to be your fullest life.

Do you want to make just enough money to put your kids through college or buy a nice home? Not every business needs to be bought by an international behemoth. Or do you envision being on the global stage and challenging major conglomerates? Or maybe you simply want a quick exit after “only” five to eight years of your time. These are vastly different types of companies, so having a vision of where you are going from the beginning is essential. As your business ebbs and flows through success and failure, you need that North Star to guide your choices.

Throughout the growth process, you will be presented with tempting decisions that have the potential to knock you off your center. Regardless of your goal, I encourage you to maintain perspective while constantly checking your thinking. This is a game of perspective filled with opportunities that seem realistic but may easily be red herrings that throw you off your course. The key is to keep your eye on your foundational goals. What, exactly, is it you want to achieve? DO NOT lose sight of that.

You may find that a small, manageable farmers’ market presence is enough for you to meet your goals. You may decide that having the capacity to produce your product for two or three local stores is as far as you want to go, and that makes you happy. Or you may even be one of those whose company is acquired one day by a global food conglomerate (only if that’s your North Star).

Proceed with Caution

This book is a meant to be a cautionary tale and a warning to all who think that because they have a fabulous cookie recipe or a new smoothie idea, they are going to make millions in a year or two. That fantasy is not only unrealistic, it is virtually impossible. Far too often we get caught up in the fever of a new idea and forget that we must stop and really look at what the future holds. Sometimes we don’t see that we are following the false positive of encouragement from friends and family, while in the end, the juice just isn’t worth the squeeze. Ultimately, the point of this book is to encourage you to stop and think before you do anything else.

Anyone who has been told that they really ought to take their home-baked dessert, homemade salad dressing, or whatever and go into business selling them to the general public will hopefully find this book to be an indispensable guide.

Sometimes it’s worth pausing for a moment, putting some critical thinking to work, and understanding what you, as a potential founder, want out of life and out of your business. What are your expectations? What assumptions are you working with? Contemplate what resources you have access to and which ones you don’t. What is unique to your brand? (Hint: it can’t be taste because that’s subjective, and it can’t be better ingredients because those are always evolving.) So what else? What else can you defend? What else can you build value around?

Now, take a moment to ask yourself why you’re moving forward with your idea. Not just because a friend told you it tasted good and not just because you think it’s a fun hobby. If you haven’t ever articulated the reason, this book is for you. Just because you have a good brownie doesn’t mean you have a good business.

You may have discovered that there are lots of general books about being an entrepreneur and what it takes to succeed in a difficult and challenging business environment. But the truth is, very few of those books are specific to packaged food and beverages.

Sometimes I wish I didn’t know as much as I do about the food business. Most of what you read in this book springs from my own experience. To learn more about how I arrived at the specific numbers you will see, I refer you to two excellent resources with powerful visuals: a 2018 CBInsights article titled “Venture Capital Funnel Shows Odds of Becoming a Unicorn Are About 1%” and a January 25, 2017, PitchBook article titled “3 charts that show the effect of venture fundraising on founder ownership” by Adley Bowden.

I used to believe that blind faith and grit meant things would work out. Sadly, they do not. That old adage rings true: “If I knew then what I know now, I wouldn’t have started.” And it’s expensive learning. Rather than keeping my expertise limited to coffee and lunch meetings, I’ll put it in writing.

I’ll be the first to say that there are far too many brands out there. Too many people get into this business when they shouldn’t. You see it for yourselves on the shelves. Do we really need a hundred different energy bars? Maybe. Most likely not.

What’s the big difference between them all? It’s not only taste. They’re roughly the same bar and the same flavors in the same sizes. How many different ways can we use peanut butter and chocolate? And then you start getting the exotics, the turmeric and the goji berries and the hemp seed. It’s just an endless iteration on a standard form. This is what’s referred to as a cluttered or crowded category.

I firmly believe our industry needs more category creators. You get Chobani bringing Greek yogurt into the yogurt aisle, and suddenly it’s a differentiator. It stands out. You get an energy bar that’s placed in the fridge instead of on the shelf or you’re putting refrigerators in the baby food aisle, and suddenly that’s a unique take on an established category.

But those types of decisions are the longer, harder paths. They’re also the decisions that create some longevity and some permanence. My focus as an investor, after a brief stint as a short-sighted VC (venture capitalist), is to create permanence in our food supply and establish brands with legacy.

Pick Your Own Path

Something I always enjoyed as a kid were the “choose your own adventure” type books. I liked going back and forth while I read, trying a new path to see how different choices would make the story end. As I contemplated writing this book, I couldn’t help feeling that this format was very applicable in a business-style book. In business, the subtle decisions made early on can lead to vast success or significant failure down the line.

In the following pages, I will introduce you to a cast of four characters who represent standard archetypes of people starting food and beverage companies. There are many differences in how these businesses get going. Sometimes you have a unique or better product that you developed on your own and now you want to sell it. Sometimes you have a really great idea and now you have to figure out how to make it.

Hopefully you’ll see a bit of yourself in one or more of these characters and be able to learn vicariously through their successes and missteps. At each juncture, you’ll be faced with a decision that will take contemplation and critical thinking. Put yourself in the shoes of the character and see if you can get them to their goal.

You will hit dead ends. I’ve also invited real brand-name founders to weigh in and offer their personal stories about how similar decisions were made in real life and the results of those choices. You’ll see how very rare it is to have a product become a household, global brand while retaining independence and freedom. (Hint: that rarely happens.)

There is no one set path to success. Period.

I do find it incredibly ironic that so many founders idolize the Chobanis and Patagonias of the world, yet so few actually follow those pathways because it takes a ton of time. And we’ve got this instant gratification society that just wants to create this now. We’ve got these synthetic, ether-driven brands that are launched off Instagram and a couple of followers, and there’s no merit to them. However easy it may be, it isn’t the best way to build permanence, because the next person can come and do the exact same thing. There’s a very low bar for entry. You may be surprised that by the end of this book, you won’t have any concrete “how to” steps or easy answers. What you will have is the slight advantage of knowing the types of decisions you’ll be making day in and day out.

After all, the definition of “success” is up to you. My goal is to help you go into your start-up with eyes wide open, knowing the stumbling blocks that will inevitably come your way. My decades of experience have proven that while every start-up is unique, there are predictable patterns that we can depend on. My hope is that after reading this book, you will be armed with knowledge and have a plan in place to tackle hiccups when they come. I want you to make the very best decisions for yourself and for your company as you do (or don’t) start a food business.

So, without further ado, good luck. And I’m rooting for you.




INSTRUCTIONS FOR READING THIS BOOK

STOP! READ THIS FIRST!

This book isn’t meant to be read front to back. In fact, if you try, it will quickly become nonsense.

In this book, just like in real life, you are responsible for the direction of your journey. The pages ahead offer many pathways. As you read, you will be stopped and asked to pick a direction, and then you’ll turn to a certain page to continue the journey based on that choice. Each choice may lead to success or failure.

Throughout the book, I have sprinkled quotes and case studies from real-life founders who have been there and done that and learned the hard way. Unlike real life, in this book there are redos. If you reach an ending that isn’t satisfying, you can (and should) go back to the previous decision and pick a different path.

I have designed this book in such a way that you will inevitably make mistakes and end up at dead ends that force you to revisit the decisions you previously made. As you pick alternative paths to explore, you’ll discover that, like life and business, there is no magic formula. The hope is that as you double back to the same path more than once, you will consider how similar this is to life.

Of course, I couldn’t possibly take you down every possible path in the CPG business. And I don’t want to. As you pick your own path, think about what might happen in your own unique circumstances. Perhaps a dead end for our character would actually be a turning point to success for you.

There are commonalities in the process for everyone in the food and beverage industry. Paths to marketing are very similar regardless of product category. I hope you pick up on nuances. This experience is simply meant to help you find your identity. To give you space to contemplate. To ask questions. And to peel back the layers.

Remember, there is no such thing as perfection in the world of business, and no single path to success. There is no template, and anyone who says there is should be handled with a healthy measure of skepticism.

You’re in the business of trade-offs and quick decisions with partial information. That is the reality. And, like real life, you have to use what you do know to make the best decision you can, understanding that it will likely change tomorrow. There are unintended consequences—some will be beneficial and some will not. There are tough calls and compromises.

And that, my friend, is what business is all about.

Have fun!




THE

Archetypes

In the CPG world, I have found most founders fall into one of four basic categories. I created these archetypes based on amalgamations of real founders I know.

These descriptions of each archetype should give you enough information to make a choice on where to start. You will learn more about each character after you turn to their story. Consider starting with the person who most closely resembles you and following their path first, and then coming back to the others. As you read, you’ll notice some repetition of paths between the characters as their decisions intertwine. This is on purpose and reflects how most CPG founders face similar experiences as they travel down this path.

Side note: I recognize that working with a partner or multiple partners is a common occurrence in food business. For the scope of this book, each of these characters is working as an individual founder. But if you are considering going into business with someone else, be it family, friend, or acquaintance, I strongly encourage you to read the “Real Founders: Partnerships” section at the back of the book.

Angela

Angela is a single mother of two teenage daughters. She works in corporate America as a project manager. By all measures, she is a great earner because she does everything by the book and is an amazingly driven individual. This approach has led to a decent savings above and beyond her retirement and investment accounts, somewhere between $30,000 and $40,000. Her greatest desire is to provide a comfortable life for herself and her daughters in the future.

When one of her daughters was young, Angela learned that she was severely allergic to many typical ingredients found in most pre-packaged baked goods. Rather than watching her go without the same treats her sister enjoyed, Angela set out to make something they could all enjoy together that would not trigger an allergic reaction. She sourced ingredients from three different stores in town and some online vendors to ensure they were the highest quality.

After much experimentation, she created a “free-from” muffin that tasted great while being free from allergens such as dairy, eggs, nuts, soy, and gluten. Through the years, she shared her “free-from” muffins at her office, her girls’ school events, and with friends and family. She has been constantly told that they are so good she should sell them. She even came up with a nickname for them, YesMuffins, because everyone she knew could say yes to eating them.

As time went on, her daughter took them to school and sporting events. She’d toss them in her lunch sack and sometimes swap them with her friends. Angela always opted in to every event that asked for food donations, because she knew her daughter wasn’t the only person with food allergies. Her driving force is giving every person the ability to experience joy in food without having to worry about a reaction.

Angela really enjoys making and sharing her YesMuffins. She shares her recipe online with other parents who have children with severe allergies. She discovered that her recipe appeals to people with more than just allergies—it also fits other dietary restrictions, including those in vegan and keto diets.

Locally, she is known for the YesMuffins. But Angela’s fatal flaw is that she’s easily influenced. She can’t help listening to what everyone says. When she shows up with a plate of muffins, people flock to her. When they find out they’re free-from, they all say the same thing: “It doesn’t even taste like that! You should make a business out of this. I’d totally buy these if you made them!”

At one point a few years ago, she really was tempted to go into business. She even started looking into special bags to put them in and thinking about competition. But she decided against it. She’s so busy with her job and raising her daughters that starting a business never felt like a good idea. She just doesn’t have much time to give.

Angela brings passion, personal connection, and overwhelmingly positive feedback. She also has enough business acumen and project management experience through her day job that she feels confident that she can handle starting a new venture. She knows she has a built-in client base with those who follow many different diets, including keto, vegan, and carnivore.

Angela doesn’t know much about the food space, but she is very confident in her own abilities to manage projects and get things done. She is dedicated and vigilant, so she has faith in herself that she can create a business. What she lacks in investment dollars, she is confident she can make up for in wisdom and enthusiasm.
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Nathaniel

By all accounts, Nathaniel is a handsome gent. He’s tall, lean, and fit. But he had a very different body type when he was younger. He used to be a food addict who “ate his feelings.” In his early twenties, he began having some health issues that traditionally would be attributed to somebody twice his age.

Under encouragement from his family, he went to a wellness camp where he detoxed and learned to take on a healthier diet and exercise. This experience transformed his life and broke his addiction to the unhealthy junk foods he had come to depend on. He went on to become a marketer by trade and gained incredible skills in social media engagement.

His personal journey of learning how to heal himself with food is an integral part of his identity. In fact, he has that deep connection to food that heals the body and mind and soul, so he has more of a philosopher’s take on it. His first product (of many, he hopes) is a healthy alternative to the sugary sodas he used to guzzle. And he wants to see his high-quality product
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