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Wid Fiyah
Background

Spencer Marshall has been producing hot and spicy barbecue sauce ever since his mother
taught him a ‘secret recipe’ 20 years ago. Initially, Spencer made the sauce for his friends and
family whenever there was a summer party, but around 15 years ago he started selling to anyone
who was interested. In those days, the scale of the operation was so small that Spencer simply
produced the sauce at home and sold it for cash, without any attention to food safety standards. It
was at about that time that he named his hot, spicy sauce Wid Fiyah.

Growth

During the late 1990s, sales of Wid Fiyah really took off. As Spencer adapted the recipe, he
found that people liked his sauce for its freshness, lack of preservatives, fiery flavour and it was
a remarkably tasty accompaniment to burgers, sausages, salads and more. Indeed, in his local
area of the East Midlands there was nothing quite like it on the market. In 2001 demand began to
exceed supply and Spencer realised that making the sauce was rapidly becoming his full time job
—and very lucrative it was too. As sales increased, Spencer realised he would have to enlarge and
formalise his business operation.

Taking on a friend, Mike Terry, as a business partner, the two of them set about ‘professionally’
producing and selling Wid Fiyah on a larger scale. They made the effort to advertise in local
newspapers and even set up a website. By 2005 the partnership was producing batches of
100 pots of sauce a time in Mike’s brother’s restaurant kitchen. They could just about turn out
two such batches a day. Spencer tended to do the ‘cooking’ and ‘bottling’, while Mike spent most of
his days on the road, delivering pots of Wid Fiyah to private customers, sandwich bars and burger
stalls — it was certainly no longer just a summer product. Each pot usually sold at about £1.50.
They found that sales of the sauce seemed to show a correlation with national economic growth
trends (see Appendix 1).

The year 2005 nearly broke them in terms of effort as annual sales were hitting 50000 pots — an
astonishing amount for such a small ‘cottage industry’. The partners clearly needed more help,
which did not take long to find. Spencer thought that they were doing the work of about five people,
so they agreed to take on three friends as part-time employees on hourly rates.

For the next two years demand levelled out and the business, now called Wid Fiyah after the
product, operated without any problems. Spencer and Mike’s attitude to staffing was very laid
back. The three employees could work, more or less, the hours they wished. The work was rotated
around so that no one got bored and the teamwork and working atmosphere made it a very
pleasant place to work. Indeed, labour turnover in 2006 and 2007 was zero and absenteeism
pretty much non-existent too. Only when Spencer got hold of some productivity data from much
larger firms in the processed food industry did he begin to think that they were underperforming.
The data he read indicated that Wid Fiyah's productivity was dismal and wastage rates astronomic.
Although everyone was happy and they had enough customers, Spencer was convinced that they
could do far more. The operation, now that they had staff, was scarcely profitable. Spencer had
a look at his rudimentary Gantt Chart (see Fig. 1) and wondered where they were going wrong.
From being a provider of ‘pocket money’ in Spencer’s life, it had become his full-time work, his
business, and he wanted big things.
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Gantt Chart for Wid Fiyah
Production of one 100 pot batch

Time (minutes)

Arrange ingredients

Preparation

Slow simmer tomato mix

Special slow simmer chillies

Maturing time for tomato mix

Maturing time for chillies

Blending and herbing

Spice ‘adjusting’

Potting

Labelling

Boxing
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Note: Assumes ingredients have been delivered daily to Wid Fiyah
Fig. 1
New Opportunities?

Recently, a number of small retail outlets have begun to show an interest in Wid Fiyah and a local
newspaper ran a story on the incredible success of this ‘little business’. Then, quite out of the blue,
two big offers materialised.

Option One

A local venture capitalist, Alison Court, realising the potential of Wid Fiyah, made a very tempting
offer. The partnership would have to convert to a private limited company and would be given
£250000, in exchange for a 40% share in the business, to invest in industrial premises and
production facilities. There would be scope to produce variants of Spencer’s basic product, maybe
with different strengths of chilli. Alison made reference to Porter's Generic Strategies in their
discussions. There was also some mention of increasing efficiency and of the utilisation of manning
and float time, but Spencer and Mike were not sure what all of that meant. Wid Fiyah Limited
would then have to be prepared to massively increase output — Alison mentioned one million pots
a year. Spencer and Mike, in turn, would have to put some more money into the business to cover
one-off costs, such as recruitment. Having contacts with one of the smaller national supermarket
chains, Alison made it clear that she could line up huge orders, although the supermarket chain
would want large and regular deliveries together with high quality at a low price. Breaking-even
should not be a problem. Apparently, Alison saw the potential in the sauce as a snack
accompaniment (see Appendix 2), for example, as something to go with dipping chips. Spencer
wondered which supermarket chain it was and what kind of market share it had (see Appendix 3).
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Option Two

The Managing Director of A Very English Mustard Ltd (AVEML), an old and rather failing mustard
producer, telephoned to say that it admired what Wid Fiyah had achieved and had an offer.
AVEML wanted to merge with Wid Fiyah which could move into AVEMLs huge premises, 60 miles
away. AVEML would benefit from the growing brand name of Wid Fiyah, while Wid Fiyah could
use its considerable semi-automated production facilities. Together, they would be one large
private limited company which would have access to a wider market with vast sales potential for
both Wid Fiyah’s product and, hopefully, mustard.

The Decision
Essentially, Spencer and Mike had three options which were to:
* stay as they are, producing in the restaurant kitchen, and grow organically (Option Three);
e give up a large stake in the business for a big factory (Option One);
e team up with a larger but uninspiring mustard producer (Option Two).
Whichever option was chosen, Spencer and Mike would have to consider staffing (recruitment?
redundancies?), training, motivation, changes in production scale and method, finance, sales and
marketing, ownership, transportation, suppliers and much more. It was frightening. Spencer was
keen for growth, but Options One and Two seemed a step too far, although Mike had read an
article in a trade magazine about the future of spicy foods (see Appendix 4). If they turned down
both offers they could grow steadily anyway — but they would still have to rent bigger premises

soon (see Appendix 5). Were they really ready for all this? Spencer and Mike agreed to come to a
decision by mid January 2008.
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Appendix 1
GDP Growth - real GDP quarterly growth
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Source: Office for National Statistics, www.statistics.gov.uk
Appendix 2
Snacking

As consumers live increasingly busy lives and eat out or on the run, many are using the home as
a sanctuary to escape the pressures of their hectic lives. Trends in Staying In, 2003, examines
consumers’ behaviour at home in the evening and the impact this has on food, drink and personal care
consumption, across the US and Europe. The frequency of in-home snacking is increasing, despite
a decline in the frequency of staying in, with opportunities to target snacking during a variety of in-
home activities. Food spend on at-home snacking will grow at 3.4% in the US and 2.8% in Europe
between 2002 and 2007 driven by snacking during passive activities, such as watching TV. The number
of at-home dinner occasions will decline faster than the number of staying-in occasions as mealtime
fragmentation continues apace.

Extract from Trends in Staying In, Datamonitor, June 2003
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Appendix 3
Tesco’s market share still rising

Tesco has put further distance between itself and its competitors over the past three months,
according to the industry’s leading sales survey.

Its share of UK supermarket sales rose to 30.6% in the 12 weeks to 29 January 2007, up from 30.5%
in the previous quarter, according to market research firm TNS. Tesco has had a successful year — its
market share up from 29% a year ago. The latest figures also revealed that Sainsbury’s is continuing to
make up ground on second-placed Asda.

Still dominant

Sainsbury’s market share rose from 16.2% to 16.3% over the period, while Asda’s inched down
from 16.7% to 16.6%. Sainsbury’s fortunes have improved significantly over the past year under the
leadership of Chief Executive, Justin King.

A year ago Sainsbury’s was lagging its rival — owned by the US

retailer Wal-Mart — by a full 1%. “Whilst Tesco remains dominant SUPERMARKET SHARE
there are signs that it is experiencing increased competition,” said Tesco: 30.6%

Edward Garner, a TNS spokesman. “It is still growing, but the year-on- Asda: 16.6%

year share increase is below the average we were seeing last year” Sainsbury’s: 16.3%
Morrison’s market share fell from 11.3% to 11.1% over the period, Morrison’s: 11.1%

having begun 2005 at 12.4%. The firm has endured a difficult time Somerfield: 5.4%

since its purchase of Safeway in 2004 and has been squeezed by its Waitrose: 3.7%

rivals. Iceland: 1.8%
Source: TNS

Adapted from BBC News at http:/news.bbc.co.uk, 8 February 2006

Appendix 4

Summer Sizzler for 2008 — Barbecues are in

Manufacturers of barbecue equipment are forecasting a bonanza summer. Already a heat wave is
predicted with an increase in sales of anything related to eating outside, be it food, drink or barbecue
utensils. This is good news for many food processing firms, such as Heinz, which manufacture sauces
and relish. Some of this is the result of outdoor parties around the time of football’s World Cup and
European Championships. During these events in 2006 and 2004, demand for spicy dips, nachos
and lager was unprecedented. Even good old English mustard is set to make a comeback. This
follows on from recent data published regarding the significant increase in the sales of Caribbean
food and the condiments which go with it — maybe a spin off from cricket’s World Cup in 2007 hosted
in the West Indies.

Source: Eat Outdoors
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Appendix 5

Industrial rents set to soar

It is a worrying time for firms which rent industrial premises. The UK has proved very popular recently
for foreign firms looking for a sound base in the European Union (EU). While some locations have
spare capacity, much of the Midlands — East and West — has only very poor and run down factory
space left on the market. The rest has been snapped up in a feeding frenzy by powerful corporations
seeking expansion. This has pushed up rents significantly and there looks like little respite.

Source: Industrial Monitor
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