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Introduction

 ‘Stable Diet – Growing Within an Expanding Niche’

Case Abstract
The case identifies and explores the strategic and tactical issues facing a small Irish company competing in a niche market that is rapidly expanding. As the company’s founder ponders the impact these changes will have on the business, the reader is given details of the firm’s history and its operations. Stable Diet's strengths and weaknesses as a small, but growing, company are discussed. While nimbleness and the personal involvement of management in all aspects of the operations are seen as favorable, the difficulty of establishing the business in the consumer market is clear. The case concludes with a series of questions that challenge the reader to advise Stable Diet on future steps that need to be taken.

‘Stable Diet – Growing within an expanding niche’

"From its origins as a small, relatively underdeveloped local niche, the organic food market has developed into a dynamic and innovative market. A development that began primarily between farmers and the local community has grown to capture consumer attention throughout Europe and the US, maturing from niche status to mainstream in just ten years" (Reuters, 2002)

The Long Weekend

As Katherine sat back from the article she had just read about the organic food industry, she pondered its contents. One particular quote, taken from a recent Reuters research report, stuck in her mind so much so that she began to speak it out loud:

"Wellbeing categories are enjoying fast growth across all product markets examined here ... The result is that the small founders of niche wellbeing categories are being overtaken in sales and market share terms by multinational giants" (Reuters, 2003)
This wasn’t exactly new information for Katherine, but put so clearly in black and white, it made her wonder. The report was over a year old, so it was reasonable to assume that what it foretold was happening at an even more accelerated pace now. She knew she was one of those ‘small founders’ and that the threats were real. But how to counteract them – that was the challenge. She looked at her watch – it was now 5.30pm on the Friday of a bank holiday weekend. “No point in putting this off any longer” she thought. As Katherine rang Vincent to arrange a management meeting for Tuesday morning to formalize a plan for the future, she knew this was going to be a ‘long weekend’ – but not in the traditional sense! She needed options – and she needed them for Tuesday.

Early Beginnings

Stable Diet Kitchen, like so many success stories, was born by chance and coincidence. The founder, Katherine Carroll, would probably still be a full-time farmer, but for sustaining a back-injury. Little did Katherine realize at the time that such an unfortunate event would allow her to pursue and develop her other great love - baking - into a business which today employs twenty staff and supplies products to retail outlets throughout Ireland, ranging from small specialist health food outlets to Superquinn, Musgraves (Super Valu and Centra) and, at a stage, Harvey Nicholls in the UK.

The business proper began in 1995. Up to this point, Katherine had been baking small batches of scones and cakes for friends simply as a hobby. When the owner of the shop that sold her the organic flour used in baking these items discovered what she was doing, he asked her to bake some to sell in his outlet. As Katherine herself remarked, "I just built from there". (Dooley, 2000)

All production takes place in a 1,800 square foot plant located near a beautiful 18th century thatched farmhouse in south County Wexford, in the 'sunny South East' of Ireland. Different products were added to the Stable Diet menu gradually over the years. Product development is conducted in a reasonably informal manner - the main 'tasters' are Vincent Power, Katherine's co-director, and the other staff. The key is the use of old style, traditional recipes that work with only natural ingredients to give the 'home made' taste that is of such importance to Stable Diet's customers. Many of the products made are also produced by much larger companies in much larger quantities. However, Stable Diet prides itself on its small batches and the fact that operations continue to be overseen by the writer of the recipe. This hands-on approach has meant that new products have been developed from the most unlikely, and fortuitous, of circumstances. For example, the companies lemon cake only arose because Katherine, while hurriedly preparing a meal for some friends, remembered that she had a lot of lemon juice left over from an earlier production run. She added some of this to a plain cake and the guests thoroughly enjoyed the result. This demonstrates the importance of being imaginative and forward thinking in the food industry, particularly when the sub-sector you are targeting ('natural' foods) is limited but becoming competitive.

Recognized Excellence

Stable Diet produce has received praise and accolades from many significant sources. In 1999, Stable Diet won 1 gold, 1 silver and 2 bronze medals at the "Great Taste Awards". These awards, sponsored by Fortnum and Mason, feature the best of Irish and UK produce, making them the equivalent of the 'food Oscars'. The year 2000 saw this feat repeated and, indeed, improved upon with a further silver medal being won, while 2003 saw Stable Diet win one gold, one silver and one bronze medal. For such a small, young business, to be recognized in such a competitive market is an outstanding achievement.  In 2001, Stable Diet also won a Food Writers Guild award, sponsored by Ballygowan. These awards help the company to spread awareness of its products to a wider market than advertising could hope to achieve. Both retailers and consumers recognize such accolades as indicators of quality food, allowing products to stand out from the competition.

The awards that Stable Diet has won are based on the opinions of illustrious experts. As in so many industries, the views of such people can have a huge bearing on the success of businesses. If one considers the impact that restaurant reviews can have on the trade of both new and old establishments, this becomes very apparent. These awards only serve to increase consumer confidence and faith in the Stable Diet menu of wares, while also encouraging new potential customers to try them for the first time.

This is of considerable importance for a company such as Stable Diet where the budget for advertising is necessarily tight and ‘value for money’ promotion prospects are the order of the day. However, to date, this has not been a major issue – according to Katherine, “We’ve never had money to spend on advertising and, in a sense, at this stage we pride ourselves on never having advertised, and yet we have managed to grow the business quite nicely”. Word of mouth is the mainstay for Stable Diet and so many similar businesses, and it works. This form of promotion compliments the awards, though it is interesting to note that, although the company are proud of their achievements, they do not ‘shout from the rooftops’ – “I like to do things quietly myself. I know my marketing consultant would say you need to make more noise, you need to show more of what you are at and where you are at”.

Stable Diet consider their fare to be of the ‘wholefood’ variety – “We try to use those ingredients as close as possible to the form in which they were harvested, so that you are getting the best of the nutrient value and also taste and quality at the same time”. The company do not use organic ingredients in their products because of the sheer cost of such materials – this was tried, but it was found that customers were not, at this stage, willing to pay the extra price needed to make this viable. However, the company is in an ideal position to make this switch when the market, inevitably, becomes worthy of exploration – this, it is predicted by experts, is not far away. The ‘organic’ badge is a useful selling point and this is a certified product category. The ‘wholefood’ category is, as of yet, not subject to certification and this is an area where brand building could be possible – if awareness of the virtues of being part of such a category can be brought to the attention of the discerning customer, a key differential from the ‘me too’ products can be created. The achievement of BRC (British Retail Consortium) accreditation in 2004 is an important step in the right direction for the company. However, to define and promote a particular category is a bigger exercise and will require a considerable amount of effort and outside support.

Penetrating the Market

For large, well-known retail outlets to carry the product, Stable Diet offerings must be in demand, as supermarkets will not devote shelf space to items they cannot turnover quickly. In fact, Superquinn actively promotes Stable Diet products in-store with strategically positioned advertising material to extol the virtues of Katherine and her local success story. To really make an impact on consumers, various aspects must be considered:

Setting the price and striking a balance

Because natural ingredients are more expensive than processed ingredients, this creates added difficulties for companies like Stable Diet. A good example of this can be seen with their snack food products, which include flapjacks and other cereal based bars. In terms of competing for the 'hearts and minds' of consumers, Stable Diet are facing a multitude of other products. On one hand, there are the chocolate-based products. While Stable Diet position their products as a healthy alternative, many consumers will still classify them in the same bracket as all other snacks. Price-wise, chocolate-based products are considerably less expensive (approximately 30-40%) than cereal-based alternatives. So, if the choice is based purely on economic grounds, Stable Diet is in a difficult position. For this reason, the company needs to educate the consumer that cereal-based products are healthier, made with all natural ingredients, and that this is worth paying a premium for. 

This is not an easy task for a small company, and so every available inexpensive tool possible must be used. For example, Stable Diet use simple, clear packaging on their cereal bars - this allows consumers to see the healthy simplicity of the product itself and reinforces, at some level, the trust in the relationship that exists between the company and its customers. The name of the company appears prominently on the packaging to portray the image of a healthy, nutritious and balanced diet. Wrappers also draw attention to the natural ingredients, obviously a key selling point. However, whether this is enough to make the customers fully aware of the reasons for the higher price is difficult to say.

The other main, and growing, competition for Stable Diets snack products are mass- produced cereal bars. Companies such as Kellogg’s have entered this market on a considerable scale in the last 5-6 years with products such as Fruit and Fibre bars and Special K bars. What attracted these companies to the market was not, it appears, the health food boom, but rather the recognition that with busy lifestyles, many consumers today are skipping breakfast. Obviously, for a company like Kellogg’s, this was a worrying development. By 'converting' breakfast into something portable that can be eaten on a bus or train, even while walking to work, a contracting market was reinvigorated. While predominantly a 'breakfast bar', these products have also taken a foothold in the snack market and, in positioning terms, are a closer substitute for Stable Diet. Defending market share against these products requires a different strategy as, price wise, they also position themselves in the 'premium' category, at a level just below Stable Diet. This is possible because they are mass-produced. Therefore, to validate the higher price, Stable Diet need to consider carefully a different, subtler set of tactics. However, Stable Diet do not fear these competitors to any unhealthy degree. Katherine feels that, with the multi-nationals, “their reputation is down the mass-market route. It is very difficult for a company like that to get back to the niche area”. Large businesses cannot easily replicate the close relationship that Stable Diet foster with their customers – such relationships are so important in a niche market: “because we are a small company and we are individuals, we keep close to it. I think that is crucial”.

The second aspect of pricing, though no less important, is where the price itself positions the product. While recognizing the impact of competition, Stable Diet also realizes that the price charged serves as an indicator of quality. Stable Diet operate on the basis of ‘cost plus’ pricing, whereby an idea that passes through the various internal production and taste tests is priced at the very end. This can at times mean that a good product is shelved because the price is too high and simply will not be acceptable to the market – this is an unfortunate consequence of remaining, at all times, committed to only natural and quality ingredients. The company has never had to drop its prices, but equally is reluctant to increase prices except when it is absolutely necessary due to cost increases. However, this does not always apply to the wholesalers and retailers who stock the products. The company has, over the years, found considerable variation in the prices being charged in different outlets and this has, occasionally, caused adverse reaction from customers – “you are confusing your customers when you start to do something like that”. 
This is criticism, misdirected as it may be, that the company has had to accept – “to expand sales, you have to widen the net as much as possible and have to relinquish some control … its an interesting challenge as to how you respond to this”. 

In snack food terms, the company’s offerings are positioned in the 'premium' category. This is, essentially, an unsaturated niche in an otherwise over-competitive market. By maintaining sufficient distance from the mass-produced chocolate and cereal bars of the major players, Stable Diet does not threaten to erode, in a considerable way, the pre-existing market where Mars, Nestle, Cadbury, Kellogg’s etc. compete via massive promotional spend and regular product retirements/introductions. Even if Stable Diet establishes itself as a major brand in this small segment, the niche is hardly of sufficient size or attraction, at present, for these multinationals to enter in a concerted manner. However, how long this market remains small is questionable. Spending per capita on organic foods in the UK was forecast to increase six-fold in the five year period from 2000 to 2005 (Reuters, 2002) and, while a 100% organic marketplace is highly unlikely, further growth is forecast – this is likely to be somewhat mirrored, to a degree at least, in Stable Diet’s particular market. Growing markets tend to attract competition and, on this basis, it becomes only a matter of time before the radars of the large players register the potential profits from entering the organic and natural markets. Existing players, to survive, will need to have commanded considerable customer loyalty, while also having the resources to compete at reduced prices if new entrants attempt to undercut. If the latter happens, because products are viewed as 'premium', price wars will adversely affect all players, as consumers no longer view the offerings with the prestige they once had. In effect, such tactics could lead to a contraction of the market and end up with the niche being reabsorbed into the general snack food sector. How a company like Stable Diet develops and maintains customer loyalty, while building resources to defend against cannibalistic undercutting, is a key challenge. 

Creating awareness and desire with limited resources

Getting a product into the public domain is not an easy task. In the early stages, Stable Diet adopted a tactic of making their products available in only a small number of outlets in each region and guaranteeing to individual retailers that their neighbor would not also be approached. In part, this was dictated to by the ability to supply, but also ensured that the products maintained their 'prestige' status by being confined to handpicked and suitable locations. 
However, this does not allow for significant expansion or revenue growth, both essential from the perspective of development of the business and attainment of profitability, and this has had to change over the years – now, Stable Diet actually gets requests from stockists about carrying the products. Getting placement in Superquinn, Musgraves and Harvey Nicholls was a wonderful coup for the company, but needs to be built upon. How to do this, without devaluing the brand, is a sensitive issue. Interestingly, though, the company remains cautious about dealing with larger multiples because of “having to tussle with them”. In the past, Stable Diet has tended to work mainly through the small/medium retailers, wholesalers and coffee shops/delis where the ‘personal touch’ counts. A possible relaunch into the UK is being considered through one of the specialty food outlet groups. This would involve one drop to a central distribution center, from where individual stores would be served. Such a proposition is attractive to the company as it simplifies distribution from their end, particularly with regard to products that can only be stored for short periods. Also, the orders would be, most likely, once a week and, therefore, of sufficient volume to make them economical – it was this very problem that caused a previous attempt to branch into the UK to be halted.

Creating brand awareness in such a competitive environment is fraught with difficulty, even more so for Stable Diet as they are a small business, with limited resources. In 2004, the Musgrave Group – through their Super Valu and Centra stores – agreed to stock the company’s products. This was a major coup as, not only does this increase product awareness, circulation and availability, but also helps to affirm the company’s approach and ethos. It is a great confidence builder for the company to see that their efforts to get major players on board are paying off. Beyond this, however, expensive ad campaigns are not an option, though these are commonly used by the competition. Instead, Stable Diet rely more on the outlets themselves promoting the products, combined with word of mouth. This has been effective to date, but as a means of advertising, is necessarily limited in breadth. Customers who do not shop in promoting outlets have few opportunities to be made aware of the available range. Similarly, word of mouth loses its effectiveness as time passes between hearing about the product and the customer’s next opportunity to purchase. The real impact of advertising through print and radio/TV is that these media leave long lasting impressions on the potential customers, be they visual through colors and catchphrases or audible in the form of jingles and word associations. A conversation with a colleague does not lodge itself in the sub-conscious nearly as effectively and, consequently, departs much quicker. 
This is particularly true of 'small-ticket' items, where a recommendation helps in the decision making process, but is only one of many factors. Thus, by not aggressively promoting their range, Stable Diet is at a disadvantage in capturing the 'hearts and minds' of prospective buyers. More subtle measures are used - for example, the company van carries the business name and website address - but this can only achieve so much. The company website lists the Stable Diet range of products and gives photographs of these. However, again this has limited impact – unlike media advertising, websites are not ‘intrusive’ in that the consumer must visit the website, as opposed to other forms of more expensive promotion which, effectively, visit the consumer. Customers regularly e-mail the company, through the site: “Often, you get requests for individuals for a bit more information about the product, where it can be found … occasionally, you get the odd complaint”. The company doesn’t actively market to these addresses, but do use them as a database for referrals “because, to do that, we would probably need to have someone dedicated to it full-time and we don’t have the resources for that”. Customers are seen as part of a community as this fits the company beliefs and ethos – “it suits the type of product we have in that it satisfies more than just your hunger, its nutritious, healthy and an Irish product”. If Stable Diet can convert some customers to ‘disciples’, this can significantly extend the businesses reach. In particular, by targeting certain key groups – gym instructors, health specialists, teachers – for whom the healthy nature of the product is an attraction, Stable Diet can potentially hit multiple customers who might not otherwise have been tempted to trial. For example, getting schools to carry Stable Diet snacks in vending machines as a chocolate alternative has major potential.

The possibility of selling online, through the site, has not been seriously considered as a runner at present because of the difficulty with dispatching the product and the importance of being satisfied that the product that leaves the premises, in top condition, arrives to the customer exactly the same way. Stable Diet operate a virtual ‘just in time’ production system, whereby product is never stacking up in the storeroom. Although the product comfortably holds for four months, Katherine aims that “the biscuit you will eat today was cooked last week … Part of the magic of the product is eating it fresh”. The company operates a simple distribution system as it has only one van and this can lead to inevitable delays, particularly in city traffic. However, by controlling some of the distribution, the company receives very useful feedback from the retailers themselves as to what products are working and why sales may be different this week or month. 
If Stable Diet relinquished this control completely, such information might not filter back – “Paul, our delivery person, is very vigilant and he comes back with his weekly reports from what he finds. It’s a method that suits us at the moment – it doesn’t sound terribly scientific, but it works”. However, to expand beyond local selling, the company does operate through a number of distributors and this is working well as relationships are fostered in much the same way as with the end customer. Selling to larger customers also helps to save some administrative time with fewer orders and invoices to be processed. Further expansion can only be achieved by pursuing more of these arrangements, but with this comes the danger of spreading relationships too thin, particularly with limited resources and staff who complete so many different functions.

Keeping it Personal

“Stable Diet Kitchen Ltd. not only recognizes the importance of product quality but also the need for quality of service and there is a strong emphasis on building relationships with their clients” (Company website: www.stablediet.com)

While size may be a disadvantage for companies such as Stable Diet from the perspective of advertising and promotion, it does have its virtues. The larger the company, the further it really is from the end customer. In essence, the consumer is no more than a statistic, a member of a pre-defined classification. The views of one or few are seldom heard - they are so far from the ‘people that matter’, that opinions become little more than whispers. Multinationals can conduct extensive market research and focus groups to find out what is right/wrong with their products, but getting this information to the people that matter is difficult and acting on it, even more so. A lot of this is down to the fact that decisions must be made through, and by, many disparate parties, from many different backgrounds. Input from so many functions – production, marketing, finance etc. – is sought to ensure all aspects are considered before resources are committed, and this takes time.

Stable Diet do not have the numbers to dwell over decisions, nor do they wish to. With a small management team, choices can be made quickly and actions expedited immediately. In the early stages of the business, Katherine availed of the assistance of a mentor for guidance and to provide focus. This proved to be a beneficial move. 
Each member of management possesses complementary and unique skill sets – Katherine in production and development, Vincent in finance and administration and, through the use of an external consultant, in marketing. This way, they possess the main abilities needed by any business, large or small. Each week begins with a management meeting, where any important matters are discussed. Product development is one of these, usually prompted by an idea from Katherine in the form of a trial run of a new recipe. This is passed around the staff and a few customers for feedback and, if this is positive, the production manager works on developing this further. Products may not make it to the market, or may need to be removed, for a variety of reasons – one of the most popular products the company had was its chocolate brownie. However, it simply proved too difficult to handle and had to be ceased. The company, ultimately, are realistic when it comes down to the business itself – the customer is the most important individual, but sometimes, hard choices have to be made: “You have to be realistic; you can’t just carry on regardless. We did that for long enough … there are people relying on you for jobs”. But, speed of decision does not mean that rushed or panicked choices are made. Katherine understands that a well thought out idea is essential – “you make up your mind about something under pressure and it never works … if it’s a problem, walk away from it and take some time”. On top of that, instinct is critical – an unexplained factor that sometimes means that a decision is made simply because it feels right – “If I’m unhappy about something, my reaction is to walk away from it. Not even to give a reason for it, just to walk away and take some time and, generally, then it will come together and the decision is good”. 

Katherine, as figurehead, maintains an essential accessibility to her loyal customers. In recent times, she has established a holistic therapy center on the premises, where visitors can avail of reflexology, yoga and meditation workshops, adopting a ‘healthy body, healthy mind’ approach. She has also developed tearooms and accommodation on site to give customers the full Stable Diet experience. And, in 2003, Katherine set up an animal sanctuary, where she looks after abandoned pets and nurses them to health. All of these actions help to create an emotional link between Katherine and her customers – by living the life she professes, she is demonstrating that if she didn’t own the company, she would buy the products. In effect, Stable Diet has built up a small industry around a core offering, all elements linked by the importance of ‘well-being’. The directors are satisfied with the way the business has grown – the early years were lean, but the company has now moved into profitability and demand is still strong. However, Katherine herself is reluctant to let the business grow too fast or too large. In part, this is due to the requirement for capital – always a problem for small enterprises – though now that the firm has a good trading record, the banks are more comfortable in funding projects proposed to them. At stages, outside investors have approached the current team but this does not interest Katherine as the ability to control the direction of the business could be sacrificed, and along with that, its ethos. The possibility of licensing production out to others has been mentioned and is a consideration for the future, but it would be important that this was with like-minded people – “I wouldn’t like to see it turn into something else – I would hate to see us ending up in a business park someplace”. 

However, Katherine feels that, at the core, her reasons for keeping the business small and manageable are “we just want to make a living. We need a quality of life – we have put a huge amount of effort in and neither of us are young at this stage. I feel that I want to bring it to a stage where it is safe and it’s there if someone wants to take it on further”. Both Katherine and Vincent have children and feel that they are creating a solid business with potential that is there for them to develop further, if they wish. Unusually, in today’s business world, the motivation for the Stable Diet team is not wealth, market share or prestige but much healthier than that – sustainability and a life outside the office!

But, is this ambition in anyway hazardous? The management team tends to think in cycles of six-month duration and do not look, strategically, beyond that. Their reasons for this are based on the fact that the speed at which change is happening in the industry is always faster than they can ever forecast – “something we thought was 2 years away ends up being a lot shorter because of the pace at which we are growing. Forecasting is hard because we are still very much in the ‘birthing’ phase of the business”. Stable Diet do not attempt to meet the capacity demands of the large outlets because, although they are in a position to marginally increase or lower production with ease, major changes would be needed. The company does not have any major spare capacity available to them because everything must be kept tight – this also means that, were a disaster to happen, there is no ‘slack’ to call on. Instead, they rely on the availability of a good support network to get them back in operation again – this has never proven to be a problem to date.
Stable Diets size and ability to remain nimble and close to its customer has many virtues, but could it prove to be a thorn in their side in the future?

If Stable Diet is to grow, or even just maintain its position in an increasingly competitive market, it is likely that it will need to expand and enhance its management team. All existing members possess skills that have served them exceptionally well, but have they the necessary expertise to launch an advertising campaign, to secure additional funding, to target and capture new retailers? And which of these critical actions should happen first? Defining the type of person, or persons, needed is difficult, as well as ensuring that they ‘fit’ the company ethos… or does the company ethos need to change? Is it a case of ‘think big, act small’ and how do they do that?  

Roll on Tuesday! 

As she switched off the light and closed the office door behind her, Katherine knew she had a lot to think about over the weekend. So many questions came to mind, but where to start. That was the key, she felt – if she could break everything down to a few core issues, then possible solutions should follow. But then which solution to choose – she had to remember they had limitations. It was fine to be imaginative, but critical to be realistic – something she always had been. The issues were real and the challenge was clear – and she was ready to face it.

Questions

1.  What are the Strengths and Weaknesses of the current position of the business? What Opportunities and Threats lie before them?

2.  Prepare a marketing strategy for the next 3 years (The strategy should include reference to the Target Customers, Range of Products, Pricing Policy, Promotional Strategy, and Channels of Distribution).

3. What would you consider to be the key skills required by the Stable Diet team to grow the business? Should these be developed internally or should new personnel be hired in, and how can your choice be achieved?

4. If you were to advise the company to make one (and only one) change, what would that be and why?
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Model Answer
‘Stable Diet – Growing Within an Expanding Niche’

By 

Denis Harrington and Chris O’Riordan

Note: Please do not contact the case authors. Any enquiries should be sent to the Competition Manager at mary.sherry@dit.ie
1. What are the Strengths and Weaknesses to the current position of the business? What Opportunities and Threats lie before them?
Some of Stable Diet’s key strengths include:

· They are a small business within a small, relatively protected (for now, at least) niche, where the competition is mostly benign. Therefore, the risk of disruptive entrants is not high. 

· The company ethos and approach suits the product – the ‘wholesome goodness’ is found, in equal measures, in the offering but also in the people. In essence, the management ‘walk the walk and talk the talk’.

· Flexibility is an important strength as it means that the company is able to adapt to situations quickly – decisions can be made with speed, when the need arises. At the same time, rash choices are not made – issues are properly discussed, in a structured manner.

· The customer is very close to the company, and to the key personnel, who are very accessible, and this is fostered. The management take pride in how they know and communicate with many of their customers.

· A ‘can do’ attitude prevails throughout the business – while the early years brought challenges and adversity, at no point did the principals shirk away from this and met these head on.

· The management recognise the importance of making a consistent and fresh product – JIT production is followed to ensure that what the customer gets is of high quality.

Identified weaknesses would include:

· The management team are, in some ways, reluctant to put themselves in the way of media exposure. This is largely down to their modest nature, but does mean that valuable promotion opportunities are missed.

· The ambitions of the principals are different to many other entrepreneurs and may, in effect, be holding the company back as they do not want to get too big too fast.

· With restricted funding, advertising is a perennial problem and does mean that many potential customers are not exposed to the product.

· While the company has a clear strategy, this is very short-term in nature because the management do not feel that they can plan beyond a narrow time frame.

· Outside investment, while a possible solution to some problems, is not viewed as an option by the company because of a reluctance to bring ‘outsiders’ on board for fear this might change the ethos and approach.

· While the principals would be happy for the business to stay in family hands, there is no firm succession plan in place to ensure this happens.

Perceived opportunities could consist of:

· The company revisiting the possibility of launching organic products, when the market is ready.

· The establishment of a ‘functional foods’ standard to accentuate the value of the brand and what it stands for. This would require more than just Stable Diet’s input.

· Online sales may, in time, become an avenue worth exploring, particularly as similar sized competitors have used this as a means of extending their reach.

· Gaining listings in more multiples and stores outside of Ireland. While much effort and bargaining is required, the growth benefits could be very significant.

· More aggressive marketing and promotion. This would, most likely, require some commitment of funds and more exposure for the principals, but value-for-money measures could be considered – for example, direct marketing to a database of customers through e-mail/newsletters.

· In time, the possibility of franchising could be considered as a means of expansion, particularly as brand recognition increases. The business model is based largely around the ethos and beliefs of the owners, and this is portable.

Lastly, some threats that should be considered would include:

· The benign nature of the competition will not last forever and, as the organic/wholefood market grows, other companies will enter. It is conceivable that, at some point, one or more of the mass producers may enter when the market reaches a certain size.

· Similarly, the threat always exists that one of the existing competitors may decide to up the stakes by advertising more aggressively. This could have wide implications.

· The absence of medium/long term planning could mean that key changes in the market or customer tastes are missed and this might have a major impact.

· Stable Diet are not in a position to seriously influence the pricing policy of retailers and this has given rise to anomalous prices, with customers blaming the company. This could adversely affect the businesses image, even though they are not to blame.

· As demand increases, Stable Diet need to keep up by matching this with capacity. With limited resources, this is always a challenge and, if the wrong choices are made, could lead to unfilled orders or excess capacity arising.

The areas of key focus, therefore, would be in planning, promotion and resourcing as these address most of the weaknesses/threats.

2.  Prepare a marketing strategy for the next 3 years (The strategy should include reference to the Target Customers, Range of Products, Pricing Policy, Promotional Strategy, and Channels of Distribution).

Stable Diet regard their customers as part of a ‘community’. People choose Stable Diet not because of flashy ads or because it is cheap, but rather because they like the taste and they want a product that is wholesome, natural and healthy. In effect, the customers who buy Stable Diet are self-selecting and fit certain profiles based around their interest in health and desire for quality. In this regard, Stable Diet are unlikely to be a mass-market supplier, though this in no way limits their available targets as the requirements of customers are changing away from processed foods.

As members of a community, such customers need to be embraced and kept close. To date, Stable Diet have not strategically addressed this. Customer feedback and enquiries are welcomed without being actively sought. Similarly, identified customers are not specifically marketed to, even though such people are already effective ‘disciples’. The company need to look at these areas as part of their planning – possibly, through creating and mining a database of customers by sending them details of new products, new recipes, events taking place at the therapy centre etc. Such regular, structured communication with customers maintains and, in essence, increases loyalty by highlighting to them that they are valued.

The website is a natural means by which closeness can be maintained as the site details are given on the products. Therefore, interested first-time customers can find out more easily. This will involve structuring the site carefully to give customers up-to-date information about ingredients and their health benefits (for example, oats are said to have a calming effect), as well as the option to join a mailing/newsletter list. The website can act as a relatively cheap means of communication that is not resource-hungry.

Even with expansion, it is hard to argue against the need to maintain closeness. There are benefits to the management team as well in fostering this as they are receiving, first hand and unfiltered, live feedback on which they can act. For larger businesses, where the customer is just a statistic, such valuable information is sometimes lost. What is probably required is a structured approach to dealing with the customers as senior managements time will be taken up more with planning and meeting new stores/distributors. This way the customers maintain their readily available access, without the wider aspects suffering as a consequence.

3. What would you consider to be the key skills required by the Stable Diet team to grow the business? Should these be developed internally or should new personnel be hired in, and how can your choice be achieved?

At present, Stable Diet have all of the key functions covered by internal staff sharing roles – Katherine acts as MD and takes responsibility for Production, while Vincent oversees Finance and Administration. Marketing and promotion is, ultimately, a job for all, assisted by a consultant. Everyone is skilled at their roles, through experience and some training, but with growth will come complexity and the company need to plan ahead to ensure that they will have the required skill sets to meet the challenges to come.

Marketing would appear to be the most immediate priority as, while the advice of the consultant has been always excellent and hugely beneficial, the lack of an in-house resource is a concern. Increased size will bring increased demands in this area and the existing staff are already very busy with their own duties. For example, if close contact is to be maintained with customers, distributors and retailers (including the clients owning multiple stores), this is a demanding responsibility and needs to be attended to daily. Having such a person in-house also gives the company greater options with regard to targeting new outlets as this can be approached in a strategic and planned manner. The acquisition of Musgraves as a client took considerable time and effort on the part of Katherine – this can, potentially, distract her from other matters. A marketing manager would also allow for greater networking, through attendance at trade fairs and festivals, if not in a selling capacity, at least as a means of increasing visibility. Clearly, such a resource will not come cheaply and it will be important for the existing management to map out targets and ambitions before making a decision to hire – a performance based remuneration package would appear to be essential.

Katherine, as the physical manifestation of what the business stands for, needs to be given the time and freedom to meet key people. This is not just in a promotion context, but also in terms of establishing a ‘functional foods’ standard and investigating the possibilities surrounding the organic route. In essence, she needs the entrepreneurial freedom to ‘float’ and network. This involves becoming less involved in the day-to-day activities of the business and, therefore, emphasises the importance of having the right team. She has started to do this in the area of production as the Production Manager is taking on more responsibility following a period of coaching by Katherine. The benefits of this are apparent to Katherine as she can see more of her time freeing up.

Vincent’s involvement in finance and administration is also likely to evolve over time, but the company has good backup in this area as they have hired staff in such roles with both knowledge and experience. There is no immediate need for an accountant/financial controller to report to Vincent, though this may change in the future if franchising or expansion beyond the existing site happens. The company are not interested in outside investment, so skills in the area of dealing with venture capitalists are not required. Overall, this is the area of the business that would appear to be best covered.

In terms of the sources of skills, it is likely that the marketing manager will need to be sourced externally as this is quite a specialised role. However, as with all businesses, it is vital for the company to continue to develop its existing staff in preparation for the future. Management have recognised this in the past and have attended formal training, finding this to be of benefit. Internal development is also important, particularly as there is no succession plan in place and numbers are limited. The key players will need to ensure that other staff members, who demonstrate interest and ability, are given the opportunity to take on other responsibilities, even if only in a temporary capacity. This ensures that the key elements required to keep the business running in a crisis period are not just in the hands of one or two people.

4. If you were to advise the company to make one (and only one) change, what would that be and why?

Some possible changes that could be proposed would be:

· Reconsider the option of getting outside investment – This would solve the issue of resources and allow management to put in place other changes, such as hiring a marketing manager, and establishing a promotions budget with considerable clout, and expanding operations to increase capacity to accommodate higher demand. However, outside investors – particularly venture capitalists – will want a considerable say in how the business is run and this could have an adverse impact on the ethos of the company. As this is a key element of its success to date, this is unlikely to interest the existing owners.

· Advertise aggressively – While this would be an option for large firms, because of their size and limited resources, this could prove to be a dangerous tactic. Any promotions must be value-for-money and, as a result, management are rightfully cautious in this regard.

· Approach more of the multiples – In the long term, this is likely to be a natural consequence of expansion, but the company are conscious that if they try to take on too much too soon and attempt to cater to the considerable demands of large customers, they may not be able and the business as a whole may suffer.

· Establish the standard – This is also a longer-term issue for the business and it is likely that they will need to be more established and better known before this project can be taken on. When this happens, it will be critical that Stable Diet has a considerable voice at the table and that they are not just dictated too – a solid presence in the market will give that voice.

· Go organic – Again, a possible change for the long term, but management do not feel that the market is ready for this yet. Customers will have to pay a higher price for such products and the sense from the market is that they are not at that stage yet. This will come, as greater awareness of the merits of organic happens, but will take time and the efforts of much larger umbrella groups.

· Develop and enhance the management team – As outlined in Q.3 above, this seems to be the natural choice as by hiring a marketing manager and freeing up Katherine’s time, Stable Diet are putting themselves in a position to make many of the other changes, as outlined here, when they are appropriate.

� Denis Harrington is Head of the Department of Graduate Business and Chris O’Riordan is a Lecturer in the Department of Accountancy and Economics, both at the Waterford Institute of Technology. The case is intended as a basis for discussion in the ‘Newstalk 106-108 fm Student Enterprise Competition’ rather than to illustrate either effective or ineffective handling of a management situation. This case was made possible by the kind co-operation of the staff and management of Stable Diet Limited. A special note of thanks must go to Katherine Carroll for her very generous assistance in bringing this case to fruition. 
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