Building your Business Team

Dave McLeod
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To start I will aim this talk at the Herd Manager/Farm Manager becoming self-employed, then outline how they change can develop a business team and who may become members of that team. You cannot build a business team without you, the skipper of the side. The business team changes with progression from a lower order job, to share milker, to land owner. 

You are the most important member of the business team.  As you become self-employed, you have to take ownership of your business because it is your business. If you have to dump a load of milk, no longer will you receive the same pay every month. If you lose a staff member, no longer will you be able to do fewer milkings. If things go wrong you can be the only loser.  If things go drastically wrong, your Bank, accountant, farm consultants all get out unscathed, but you, the owner of the business doesn’t.

You should think of every member of your business team as an employee.  You pay them to do a job and, you have to know what they are doing and the consequences of that for you and your business.  Therefore you need to really know what the aims and goals of your own business are.  The best way to do this is to complete a full business plan.  That will get your long and short term goals sorted out. If a business plan is too daunting, even a note of your aims and goals is important so you have a clear picture in your head of where you want your business to go. 

First steps

If you are starting out as a farm manager this year looking towards self-employment next year (be it lower order or 50/50), you really should start to plan that move now. It is best to start 12 months out and gives you time to prepare for the move. This includes getting a CV together because, whether you like it or not, when self-employed you need to impress people such as the farm owner and the bank manager. CVs change a lot through your life, but are still important.

You also have to show a savings record. The Bank will not take you on if you have spent all your wages and have no saving record to show them. People starting out have not got financial accounts, so you have to think ahead and get a savings record. The biggest selling point for you is to do a good job where you are now and get support from your employers.  Although you are looking 12 months ahead don’t forget the job you are doing today. That actually can be your reference to move into another job.

Once your aims and goals are sorted out you now want to make them achievable. The first step is you’ve got to time bind them. Once they are time bound, you can then take them a step at a time. Keep in mind that you don’t want to plan too far ahead and you need to sort out your priorities. They could be financial, i.e. you want to make as much money as you can, or they could be lifestyle - or a quality of farm. It could be a number of things, so you need to put priorities on your goals so you know what type of job to apply for.

Do the figures. Check that you will be better off with the proposed move and that you are moving to a better situation.

The change from getting wages every fortnight to being self-employed, will create other employment and responsibility issues. You’ve got to do GST accounts at two or six monthly intervals and if you are late, you will be fined. There is also PAYE. Other employment issues involve cash flow budgeting to cover the time periods when you have wages to pay and you are not receiving any income. It may be September/October before you get your first decent cheque. You should arrange to have enough finances to cover this period. Tax budgeting is also important. As a self-employed person at the end of the year there is going to be tax to pay.  Therefore, before you get into self-employment, just check that it is where you really want to be. Sometimes the grass is not greener on the other side of the fence.

Once you have your aims and goals, you then need to know how to achieve them. How good are you? What are your strengths and weaknesses? If you have a business plan, these probably have come out. Be honest in setting your aims and goals, doing your business plan and writing down strengths and weaknesses. Make your partner do one as well and then do one together. Hopefully they will be complementary. If one person has a weakness, the other may have a strength that covers it. After completing this exercise you will have an indication of what you need to add in the way of other people to complete your business team, to fill the gaps.

Possible team members are:

· No. 1 is you. You have to be the captain of the side. You need to know what every other business team member does.

· No. 2 is your partner and, whether it be wife, husband, business partner or a parent, they need to understand your aims and goals. Similarly, you must understand theirs so you are all heading together in the same direction.

Other members of the team should have different strengths than you to balance the business. They can have an influence on keeping your feet on the ground and you pointed in the direction of your aims and goals and not getting off track.

· An important member of any business team and No. 3 on my list is having a mentor. Someone who has been there and done that, and prepared to give advice freely. It could be a local farmer, someone you trust, someone you respect. It could be your employer. They are generally people similar to you with the same outlook on life.  

· My fourth is employees. As with other members of a business team, they have a purpose. They are there to help you achieve your aim and your goals and therefore their selection is critical to balance your weaknesses. If you are good with cows but poor with cultivation and feeding out, getting someone with strengths in these areas could strengthen up your whole business. Once you have employees, your ability to delegate also becomes very critical. The bigger the operation the more influential and the more critical your staff management becomes. 

· The fifth is a farm consultant. You should meet and get to know farm consultants through discussion groups on your existing farms. Get to know one you feel most comfortable with. Evaluate and use them as much as possible prior to them working for you. In other words question them and listen to them. Make sure when you take them on they understand your aims and goals. If they have 50 clients and they don’t know exactly what you want out of your business, they will be giving you general advice instead of specific advice for your business. A farm consultant can provide you with husbandry advice, financial advice, contacts and employment solutions. Another bonus of farm consultants - quite a few are self-employed which means they will be in the area for a while.

These five members of the business team will make the majority of your decisions. They will help you to distinguish where you should be and how you use your strengths and weaknesses to achieve your aims and goals. Other people who may be involved are; 

· Banks. They provide financial advice for any buying requirements you need, any overdraft requirements and the correct account set up for your business. Generally, they all have a high standard of rural expertise and local knowledge. However, Bank Mangers can change as they have no ownership of that bank or branch so you cannot guarantee an individual will be there for the long haul. You must check the bank’s policy on your farming venture so you know that the next manager coming in will be as good as the previous. You must get an idea of what you want from financiers. In my case after being a banker for a few years, I would probably want the cheapest interest rates, but some of you may want good advice. This is where your Bank Manager’s role is important, i.e. when to fix, when to float. 

· The accountant provides advice on finances, tax , GST, payroll and will complete your accounts. He can help and recommend which legal structure is best suited for your company or partnership and are very good at helping you put an application for finance together. Generally accountants account for what has happened in the past. If you want advice from them you will need to supply good figures of where you are heading. Most accountants are partners in a firm so there is quite a bit of stability.

· Lawyers help set up your legal structures, along with the accountant. They can overview or set up contracts for employment, register a mortgage or a stock mortgage for a bank. Mostly they are partners in a firm so there is quite a bit of permanancy.

· Other sources of advice include employment agencies, contractors, dairy company reps, stock agents, metal braziers etc. They are also part of your management team albeit in a smaller way helping to achieve your aims and goals.

The composition of the business team needs to be updated the whole time. If you find that you are not achieving your aims and goals it could be because some member of your business team is not giving you what you want. You’ve got to know where you are heading and know what people you need around you to achieve this. Updating your business plan and thinking what you need in your next step forward is important. This will help show if your business team is complete or not. 

 You also need to look at yourself and your own performance. If you are not pulling your weight in an area it may be appropriate to delegate those responsibilities to a member of your team who knows what you require. If the balance is still not complete, then you might need to expand your business team by bringing someone else in or replacing an existing member.  When making changes there is quite a bit to consider. A change can cost you money, it can also save you money. Just be wary. If you end up changing team membership every year after four or five years you probably won’t be the target market for a bank or an accountant. In my opinion, reinforcing what you require from your existing team of people is a better option than frequent change in team membership.

Summary

· You own the company and it is your head is on the block. If the business doesn’t work how you want it, it is your fault. You cannot blame the banker for fixing the interest rate. You have to be aware of the consequences before you sign anything. You cannot blame the accountant for giving you a tax bill ,you should be aware of that yourself. You must be aware of your own business.

· Think about what you are doing - plan, plan, plan.

· A bird in the hand is worth two in the bush. You do not need an excessive number in a business team, you just need people to do the job properly for you.  If some of them have a very small part to play, they still have a part to play.

· The squeaky door gets the oil - good when I was a banker. If you do not tell people what you want, they do not know what to give you - communication.

· The grass is not always greener but it can be - think carefully before changing.  Sometimes reinforcing your own goals can be enough.

Workshop summary

Background

       In the past Dave McLeod had experience managing sheep and beef stations, a five year stint 

as a rural banker based in mid and south Canterbuy. Eighteen months ago he entered the dairy industry and got job managing a 480 cow farm in Geraldine. Since 1st June 2001, Dave has become self employed ‑ variable order sharemilking the same property, but milking 550 cows. Before taking the step of variable order sharemilking, Dave invested time putting together his business team. This workshop incorporates what he has learnt over the past 12 months.

Speaker's “Take home message”

Possible business team members include:

· You and your partner are the most important members. Take ownership of your

                   business and know where you want to go.

· Mentor ‑ may be farm owner/employer or an experienced trusted friend. “The best

                   advice comes free.”

· Employees ‑ selection is critical and delegation becomes more important.

· Consultant ‑ enforce on them your goals so they can advise what is best for you.

Discussion points

Choosing people for your business team

· Get to know as many as you can through discussion groups and other experienced people (mentors).

· Personality might be a factor in choosing the right team members.

· Look at the “long‑term package” i.e. may consider stability and local knowledge more important than absolute dollar value.

Maintaining team members

· Recognise what they want ‑ their needs.

· Keep giving them responsibilities (keep them involved).

· Reinforce where you are going. 

Choosing a mentor

· Usually unrecognised but highly valued.

· Someone you can trust ‑ has experience and knowledge.

· They reinforce what you are doing ‑ have your best interests at heart.

· They know where you have been, where you are going and hold you to it!

· You may no longer need a mentor, but how about becoming one? 

Measuring value of team

· Benchmarking.

· Do they achieve the goals you set them?

· What rapport do you have ‑ are they going to be around for awhile?

· Seek advice opinions from others (i.e. mentor, discussion group).

· How do they affect your stress levels? ‑ higher or lower?
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