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Stay small
but still

rake in the

dough

Business Challell_gé _ : -

Can small companies compete
with big players without
succumbing to expansion?
Jonathan Moules reports

t i3 hard to maintain a

small walstline if you

work in & bakery, It is

also hard to run a
amall business in & bokery
market dominated by large
players.

These are the challenges
faced by Lize Madsen,
founder of Honevrose Bak-
ery, which makes organic
cakes, muffins and cookies
by hand in a converted fac-
tory beside London's
Hegent's Canal.

Mudsen was born In Den-
mark but trained under the
legendary pastry chef Gas-
ton Lendtre in Paris before
moving to the UK with her
British hushand and setting
up-on her own.

She remains a passionate
believer in the concept that
small is beautiful - insist-
ing that the guality of pro
duction with a workforce of
just 42 people is far superior
to that of manufacturers 10
times her size.

"Crur unique selling point
is that we are not over man-
aged,” she says,

“It means we &re quick

. because we have a lot of

people in the business who
know how to do different
rales. We can also be flexi-
ble to provide what the cus-
tomer needs.”

Madsen is quite happy to
have large corporate cus
tomers, though - not least
becauge it validates the
strength of her business
to others.

However, while she is full
of praise for the big compa-
nies that she does supply -
such as Harrods, Waltrose

and Sainshury's - she knows
that  other large retailers
will think nothing of squeez-
ing companies such as hers.

She recalls a meeting
with one buver at a large
national chain, whose open-
ing gambit was to ask for a
40 per cent discount on
Honeyrose's prices

“I think the real reason
they were talking to us wns
that they were trving to get
their current supplier to
reduce its prices,” Madsen
gavs, In the ‘end, she
walked away,

oii have got to know
when it is just not good
business. Turnover isn't
everything, It has got to
deliver profit and not drain
management resources.”

It can certainly take time
to win round large custom-
ers if you are small

Honeyrose spant a year
lobbying the buyers st one
chain before eventually get-
ting a break when an exist-
ing supplier's service levels
had started to slip. Even
then, it was a case of win-
ning the company over, one

range at a time.

“Thev initially tested just
one of our organic snacks,
then they gave us another
line and another line, until
we had completely replaced
the old 30 pound gorilla of a
business they had been
using,” Madsen recalls.

Jason Cromack. chief
executive of digital market-
ing business the Lateral
Group, admits that he is
still waiting for his “Dun-
nhumby moment” — refer-
ring to the hushand-and-

Turnover 1sn't
everything. It has
got to deliver profit
and not drain
management
resources’
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wife data-mining company
that gained fame as a small
business when Tesco took it
on board, The supermarket
group later sald that work
done by the company on s
Clubcard scheme  trans-
formed 18 performance.

Lateral remains small,
but Cromack and his eol-
leagues have accepted the
need to gain 5 certain scale,
and have conducted a series
of acquisitions since 2004,

They targeted buginesses
that were in administration,
but capable of being turned
round, and used asset financ-
ing and involee discounting
to fund the purchnses.

Cromack reports that each
of these acquisitions is now
standing on its own feet,
and has become a leader in
its field — be it database
management or printing.

As a result, Lateral's
turnover is now up to about
£50m - but Is still tiny com-
pared with the global adver-
tising businesses that it
competes. pgainst, such as
WPP and Omnicom.

One wav Lateral has
attempted to allay large cli-
ent's féars is to focus on
compliance, getting its busi-
ness  accredited with a
sories of 180 standards and
hiring a compliance officer,
who comes in on deal nego-
tintions.

The 150 standards don't
just demonstrate that the
business is a sdfe pair of
hands;, but have helped the
company shave hundreds of
thousands of pounds off its
running costs by tightening
its own working practices,

pecording to Cromack.

“If vou =ay it is-too costly
[to organise compliance], |
think you have to look at
the price of not dotng it," he
ZaYS

Validatlon was an issue
for Memex, a Glasgow-
based security technology
business, when it was start-
Ing out 0 years age as a
1-man operation.

8o the solution the com-
pany came up with was to
prove lts credentials with
smaller clisnts first - such
as the Fife Constabulary in

N\

Scotland - before seeking to
work with much larger law
enforcement groups — such
as the Metropolitan Police
in London, which it later
did successfully

Those smaller deals not
only provided reference
points for future, larger cli-
ents, but enabled Memex to
develop its technology by
working closely with the
end users.

David Carrick - the
Memex chief executive who
acquired the business
through a management

buy-out in 2001 - also
expanded Into the US, win-
ning contracts with the
Pennsylvania State Police
and the Los Angeles Police
Department. This allowed
the company to develop fur-
ther expertise which it was
able to sell back to large
clients In the UK

But he belleves that it is
pgetting harder for small
businesses to win contracts
from large customers in the
UK. Partly for this resson,
he hns since decided to
become part of a large com-

Lise Madsen (right), chief
executlve and founder of
Honeyrose Eakery, with an
employee at her London
hlkll'y Shair Cmy

pany, accepting an offer to
be bought by SAS, the US-

based business analytics
software ‘group, which
employs 11,000  people
worldwide

“Large organisations tend
to talk a good game about
wanting to use imnovative
small comparmdes, but then
all the trends are lowards
£50m tenders, where small
companies can't compete,”
he explains.

Small might be beautiful,
it it 8 not an easy size to
maintain.

ﬂ

Ask the experts

Big ways to get ahead for the small and nimble

"The one thing thal a small
business can do better than
a big business |5 putting the
owner in front of the i
customer.

“What you should not do
Is try to compete on price
with a large company that
can afford to undercut you.
Nobody can afford
unsustainable pricing tor
long. It is batter to hang in
thers [at'a sustalnable price]
because nobody has a
bottomiess pit of reserves,

“Sometimes, it is good far
a smallsr company to go to:
& bigger company and show
what they have got and
whare they can add value.
There ara inharent risks o
that kind of partnership but,
when thare s a high barmier
to entry to & particular

| Ift place. Deflivering what the

customer. there is no

problem with doing it as a
sub-contractor. If you cannol |
beat them, |oin them,” |

customer reguires In the way
they want It will win clients
when competing against riglid
sales machines”

of frozen children’s meals
“If you ame a small
Innovative company, it s
best to say so from

the outset rathar than

| honest about their position

What hey are all after now
Is what they call ‘challenger
brands, which can shake it
up & bit"

|Www.honeyrosebakéry.com

cakes@ honeyrosebakery.com|

mall service

| “When we launched ViaPost

into the postal market, we
needed (o be laken seriously
where-all the compatitors
were huge players, As 3
disruptive technology. we
needed to get credibility and
find an advocate where we
were able to engage on a
e level,

“To gain credibfiity, we got
close to Microsafl. being
launched as ona of the first
five companies on itz UK
Accelarator Programme. A
photo of me with Steve
Ballmer helped. We made

| sure we had » couple of
| credible names on the board.

David Bland, our chalrman,
Wwas & previous chair of
Postwatch. south aast”
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