Training and consulting for rural food businesses in Lincolnshire    IOR2001RuralBusiness.doc


A MUTUAL CONSULTING DESIGN FOR SHARING UNDERSTANDING OF BUSINESS PROBLEMS

as successfully used in a European project in 2001 to help develop problem-solving skills and strengthen business links for Small and Medium Enterprises in the food sector in Lincolnshire

Theme for one of four linked modules: 

DECISION-MAKING
· Project supported by European Social Fund 2000-2001

· Training, consulting and research evaluation carried out by a team from the Faculty of Business and Management at the University of Lincoln, with external project advisers;

· The decision-making module complemented other modules by focusing on situational rather than systemic complexity

· This module conducted by John Friend on the basis of his experience in developing and applying the Strategic Choice Approach to planning under pressure

1
DECISION-MAKING MODULE - TIMETABLE

TRAINING DAY 1 – 5 FEBRUARY 2001

· Introduction to principles and methods

· Mutual consulting exercise

TRAINING DAY 2 – 15 FEBRUARY 2001

· Presentations of problem profiles

· Voting for a profile for further discussion

· Presentation of a case study – workshop on food distribution in St. Petersburg, Russia

· Live demonstration of use of STRAD software as a consulting tool for a selected problem profile

CONSULTING PHASE – APRIL 9 to JUNE 12 2001

4 x 2 half day visits to small Lincolnshire food businesses participating in the ESF project, to explore their current decision problems further, using STRAD software as a means of:

· Building a shared view of problem structure;

· Working towards more confident decisions;

· Recording progress step by step
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THE MUTUAL CONSULTING FRAMEWORK
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CONSULTANT’S CHECKLIST A TO D



CONSULTANT’S CHECKLIST E TO H



PROBLEM PROFILES GENERATED

IN MUTUAL CONSULTING EXERCISE

City food retailer
changes in display?


D

Cheese producer
extra delivery vehicle?

A

Mixed farm
new packaging supplier?

Retail bakery
making time to meet?

Cheese Shop
recruiting staff?

Hydroponic herb grower
switch to organic?

Working windmill *
raise flour prices?


B

Food wholesaler 
minimum order system?


extend product range?

Café restaurant
hitting VAT threshold?

C

Cake shop
developing a website?

Herb nursery
extend markets?

Chocolate maker
Web marketing?

* this problem attracted most votes as case for    STRAD demonstration

ABCD
these four businesses subsequently visited by JKF during the consulting phase
VISITS PAID DURING THE CONSULTING PHASE TO EXPLORE FURTHER USE OF THE STRATEGIC CHOICE APPROACH

A  
Cheese producer



9 April : 2 clients, 1 consultant
10 April: 2 clients, 1 consultant

looked first at issues of factory investment, marketing, pricing; then focused on design of a proposal to submit to a new government funding programme

B
Working windmill 



26 April : 1 client, 2 consultants
3 May: 1 client, 1 consultant

looked first at issues of packaging, diversification, wheat supply, meeting demand for white flour; then focused on white flour & links to pricing
C
Café and restaurant



4 June: 1 client, 2 consultants

11 June: 1 client, 1 consultant

looked first at various issues including staffing, energy saving, cash control, VAT; then focused more closely on cash control, accountancy, energy 
D
City food retailer



7 June: 1 client, 2 consultants

(12 June: 1 client, 1 consultant)

looked first at issues of display, staffing, till equipment; franchise agreement; agreed there were currently few strategic issues for further work

PROGRESS SUMMARIES FOR CLIENTS A,B,C
 A: cheese producer




COMPARING THE FOUR SETS OF VISITS

Differences in the Problems Faced:

A:
Business A was in a phase of expansion and faced various linked development choices

B: 
Business B also faced some linked development decisions, but from established premises

C: 
Business C was operating in a relatively steady state, with some financial management concerns on the current agenda

D: 
Business D was operating as a franchisee with current choices constrained mainly to managing day-to-day operations

Conclusion: 
STRAD approach most useful in circumstances where a business faces several linked development decisions 

Differences in the Settings of the Visits:

A:
two partners and one consultant both visits

B: 
one owner; two consultants on first visit

C: 
one owner: two consultants on first visit

D: 
one owner: two consultants on first visit

Some conclusions: 

More than one consultant can be valuable in building a shared view of problems, yet a single software-guided facilitator can build momentum in working towards recommendations for the client

There is extra value to be realised where there is more than one problem owner involved; with opportunities for differences in working assumptions to be explored



DIRECTIONS FOR FURTHER DEVELOPMENT suggested by experience in the decision-making module

APPLICATIONS IN THE FOOD INDUSTRY:

· wider range of business scales – especially medium

· more differentiated ownership/management structures

· issues raised by more co-ordinated supply chains

ACTION RESEARCH IN OTHER BUSINESS SECTORS:

· rural tourism?

· Small/medium engineering businesses? 

·  --------

HUMAN RESOURCE DEVELOPMENT:

· training in decision support methods & facilitation skills for business advisers (generalist or specialist?)

· in-house courses for larger enterprises

DEVELOPMENT OF SOFTWARE-BASED SYSTEMS:

· upgrading of STRAD to emergent standards

· linkage to other software e.g. cash flow management

·  ---------------

DISSEMINATION IN UK AND EUROPE:

· publications, conferences, exchanges


· Consulting Visits by John Friend to Brenda and David West of Farmtaste
Background to my Visits

Brenda and David West
 are a married couple who set up a business about two years ago by the name of FarmTaste, to produce and market a range of cheeses from ewe’s milk, reviving what they claim is a long-standing Lincolnshire craft.  They both previously worked in the RAF – in managerial jobs, I would guess.  David has been on several management courses and handles the business side, while Brenda has attended courses in cheese making.  It seems they have both had valuable technical support from the food sciences department in our university.  

They currently have a small-scale production capacity on a Lincolnshire industrial estate, but run the business from the roomy stable conversion (still under construction!) where they live in a nearby village, where I paid my visit. They are bent on expansion from a current turnover somewhere near the VAT threshhold to about £0.5M, and have had bank approval of a business plan based on this target.

At the mutual consulting session that I ran on February 15th, they offered a problem situation of purchasing a new vehicle, which turned out to be relatively isolated so not very complex.  Interestingly, they had chosen not to raise more difficult and sensitive problems to do with sales outlets, as two of their local distributors were also represented among the twelve Lincolnshire food industry businesses on our project. 

First Visit 9th April 2001

My first visit, at 2 pm on Friday April 9th, lasted just under 3 hours.  They had set up a flip chart stand in front of a roaring fire, so we started by posting some key decision areas on oval PostIt stickers before registering them on my laptop using STRAD2.  We created our initial STRAD file under the name farmtast.prj, with only three decision areas.  These were to do with design of packaging (options traditional or modern); label design (options of company or cheese name to the fore) and transition to wholesale (options of stay as we are, one wholesaler, many wholesalers).  

My records show that this initial file farmtast.prj was saved at 3.03 pm, with further stages of work saved as farmtas1.prj, farmtas2.prj, farmtas3.prj and farmtas4.prj at 3.24, 3.52, 4.02 and 4.17 pm.  Version 1 adds a further three decision areas to the first three in version 0, concerned with price strategy (raise or keep down); factory investment (June 2002 or June 2003); and marketing (health stores or other).  Version 2 adds three comparison areas - energy conservation, rate of return and sales volume, and assessments of the transition to wholesale decision area against these three were attempted at stage 3.  In version 4 one uncertainty area was then added: can any wholesaler give us the return we want?

The formulation of some of the decision areas and options generated quite lengthy discussion.  I was sitting between Brenda and David on a sofa, where they could see me entering the data, and they would occasionally refer to each other to confirm agreement.  

I suggested we close at about 4.30, when I offered to set up STRAD2 on their own computer, so that they could continue using it to work on their problem if they wished.  They picked up this offer, and seemed eager for me to return for a second half day session – which I took as an indicator that they felt the day had been worth while.

Second visit April 30 2001

When I rang David just before April 30 to confirm my return visit, he said I would be surprised at their progress.  When I got there, I found that they had not been extending the STRAD analysis as this had led me to expect.  Rather they had shifted their focus to a new opportunity to bid for a soft loan under the terms of a new DTI fund set up to help small businesses stricken by the foot and mouth outbreak.  The deadline for bids to the regional office was in September, giving the design of the bid some degree of urgency.

We agreed to start by set up a new project file on their own desktop PC, reflecting this new shift in the focus of the problem.  The initial STRAD file was set up as launch.prj.  The initial decision areas were entered as launch time (the realistic options being agreed after much discussion as dec 01; jun 02; and dec 02); building size (4000 or 6000 square feet); equipment (1 large vat or 4 small vats); and distribution (wholesale; supermarket (some reluctance about including this option); own region; or internet.  

In this session, we made much more progress than last time towards the management of uncertainty and the development of a progress package.  Starting this time at 2.30, the record shows that we saved the launch.prj file for the last time at 3.39, with three further versions launch2.prj, launch3.prj and launch4.prj saved at 4.33, 5.04 and 5.13.  The data was entered by Brenda at the keyboard while David stood nearby at a flipchart, building up a time schedule for the proposed launch as we went along.  I have a photo of the scene, which apparently reflects their personal preferred styles of working.  

The interaction between the development of the STRAD file and of the time schedule seemed to be a creative one.  The sense that they were rethinking the problem as they went along was reflected in the changing views they registered of the relative importance and urgency of the decision areas.  As I recall, the launch time decision was treated as the most important to start with, but ended up as the least important.   

The focus on decision areas shifted to include an export decision area (options of aiming to export from autumn 2001 or from spring 2002) alongside the decision areas about building type and distribution.  We assessed the options in these three decision areas according to comparison areas of grant eligibility and of ROCE (standing, I think, for Return on Capital Expenditure) and then combined these assessments to develop a shortlist.  

We also discussed exploratory options for dealing with two critical areas of uncertainty.  The first was to do with the grant/loan combinations that might be acceptable in terms of the new fund.  There were three sources that might be consulted on this, and it was agreed that phoning the RDA would be the best in terms of gain in confidence weighed against cost and delay.  The second uncertainty was a more technical one to do with whether a health by-product known as WheyPro could be economically produced on a small scale – the university food science department could be asked to advise on this.

We ended by developing a progress package based on a proposal to launch in June 2002, with other decision areas left open while the explorations indicated above were carried out to reduce the two uncertainties generated.

My impression was that this second session was well worth while for them both, though this would have to be checked by someone else following through.  It would also be interesting to know whether they have attempted to extend the STRAD file since, or built on the results of my intervention in any other way.

John Friend, 22 May 2001

Consulting Visits to Geoff X at the Five-Sailed Windmill

Background to the Visits

Geoff X runs the Five-Sailed Windmill as a sole trader.  This six storey windmill is a prominent landmark on the edge of this small and unspoilt market town of M in Lincolnshire.  The mill with the house and other buildings grouped around it are leased from Lincolnshire County Council.  Geoff mills flour in the traditional way and sells packets directly to visitors, as well as distributing some through other outlets.  Also part of the complex are a small café selling light meals which is run for him by a lady manager, and another small building displaying some antique furniture for sale.  Geoff took over the lease four or five years ago from someone who still runs a similar five-sailed windmill in Boston.  

Before I arrived, we had already done some STRAD work on the five-sailed windmill on one of my FAST project days at the university.  For, in the mutual consulting exercise in module 1, the FAST participants had voted for this case as the one they would most like to see developed further as a demonstration of the Strategic Choice Approach, on the basis of the brief “problem profile” that had been presented.  

So, in the course of an hour or so on 15th March, we had already used the STRAD software to develop an initial picture of some of Geoff’s concerns.  The key decisions considered were about prices (options of 0, 10%, 20%, 30% price increase); package size (1.5 kg, as now or 1 kg); promotion (promote 0.5 kg, new display area); and package design (as now, improved).  The criteria we then developed were revenue, workload and transparency.  For the sake of the exercise, we also recorded one uncertainty area about customer reaction to changes, and ended up considering exploratory actions for reducing this.

First visit 26 April 2001

On my first afternoon visit to the mill, I was accompanied by R, our external assessor, who had shown interest in Geoff’s business and also in STRAD.  Starting with the third and final version of the STRAD file that we had saved on campus, 5sail3.prj, we went on to develop two further versions, 5sail4.prj and 5sail5.prj, with additional decision areas and comparison areas.  After the visit, R also sent to Geoff a three-page text note presenting his views on ways forward as a result of our discussions.  

I was glad to have R chipping in alongside me in asking questions, as many of his questions were clearly based on a deeper knowledge of the food industry than I could claim.  One consequence was that the dialogue sometimes seemed to run ahead of my own progress in recording it on STRAD, and I found myself wondering at what point to interrupt to update the computer files.  I recognised the risk that this updating might fail to capture the full richness of the points that had just been made in discussion, and might therefore slow the rate of progress in the consulting process.  I mention this as an observation rather than as a point of criticism; for I suspect this dilemma is bound to arise when introducing any computer-supported consulting methods.  Overall, my impression was that the three of us succeeded in working together in a creative way.

The decision areas we added to those generated earlier in Lincoln were to do with packaging policy for trade customers (standard or options); with wheat purchasing (stick with existing supplier or shop around for better prices); product range (as now or diversify); and what to do about white flour.  White flour was obviously a major concern for Geoff, as picked up in R’s note.  For it is tricky and time-consuming to mill, yet Geoff recognised a steady demand from visitors to which he felt he needed to respond.  So we spent some time discussing options of buying some in or raising prices to limit the demand.  

We also added two new comparison areas to do with the image of the place and the image of the product.  These reflect Geoff’s dilemma of how far to market the tourist attraction of the mill and its surroundings, as against the product of the windmill’s operations.  Note that in STRAD I find it more helpful to formulate such value dilemmas as different criteria to be balanced than as matters for prior choice of objectives.  

As a focus for closer work using STRAD, we picked the original decision on prices, plus the new decision areas on product range and white flour (none, buy some in, make all, raise prices).  We simplified the problem by choosing a price rise of 10%, but did not have time to move further towards decisions – though R’s report indicates clearly the sense of progress we had been making towards advice to Geoff on the white flour problem.  We saved a final version of the STRAD file at 5.00 p.m., having arranged for me to pay a return visit in a week’s time on May 3rd.  R was keen to be involved again in this, but diary commitments made this difficult without a significantly longer gap. As on my visit to the couple producing ewe’s milk cheese, I offered to install STRAD on Geoff’s desktop computer so that he could continue working on the file if he wished.

Second visit 3 May 2001

Before my second visit a week later, Geoff had spent a couple of evenings doing some further work on STRAD.  This is recorded by me in the first new version of the file that we saved, 5sail6.prj, where the following note was recorded against the project description:

Geoff’s extra work between 26 April and 3 May on two evenings, working from the 5sail5.prj file.  Work involved filling in the option assessments more fully and (sentence not completed in my notes!).

This second session took place in the morning from 10.15 and 12.15, between other commitments on the part of Geoff and myself.  During the two hours, we recorded seven further versions of the file - 5sail7.prj to 5sail13.prj.  On files 8 and 10 I was able to record further file notes, recording progress as follows:

After about an hour of reassessment by Geoff and John, we had looked at some other decision areas (hours and menu).  We returned to the DAs about prices and white flour, having rethought the main options and having taken out of the focus the decision area about product range (file 5sail8.prj).
Further interruption at 11.45 on 2 May.  Geoff had to deal with a visitor, giving John a chance to record latest progress.  We have agreed that there seems to be no benefit to scheme 2 of the 5 compared to scheme 1 (i.e. with a 20% overall price rise, buying in white flour will be better than working as now).  So, having set aside schemes 4 and 5, we focused in on comparing scheme 1 with scheme 3 (lower price rise but premium on white flour) which now becomes scheme 2).  So far, we’ve only looked at profit (relabelled, previously revenue). (file 5sail10.prj – n.b. sentence not completed before his return!)

These note give some flavour of the conditions under which we were working.  The fact that there were only two of us present, rather than three as at the previous session and in both my ewe’s cheese visits, meant that I felt able to save files at more frequent intervals.  Sometimes too (especially when we were interrupted by a phone call or a visitor) I took the opportunity to make a note on the latest state of play.  Clearly, such notes are always valuable in keeping track of the course of the intervention.  They can at the same time slow down the rate of progress, so I found myself increasingly taking opportunities to make notes whenever we were interrupted.

This session enabled us to work more closely in the comparing and choosing modules of STRAD.  We carried out assessments of options in the two key decision areas of prices and white flour, using the four criteria (comparison areas) of profit, workload, customer reaction and product image; then we ranked the solutions (schemes) in terms of a combination of these criteria.  We identified three further uncertainty areas concerned (1) with whether Geoff could buy in white flour more cheaply; (2) with the effect of an overall price rise compared to workload; and (3) with how valuable was profit compared to workload.  This last was introduced as an example of the type of value uncertainty (UV) which in a larger company might be worth exploring through a Directors’ meeting or even a consultation of shareholders – though for Geoff as a sole trader it was a matter his value judgement alone!

We were able by the end of the session to move towards the final stage of building a progress package.  Indeed, we chose to adopt three different packages as strategic options, recorded in files 5sail11.prj, 5sail12.prj and 5sail13.prj,.  Each of these combined choice of a preferred action in one or more decision areas with choice of one or more exploratory actions to reduce uncertainties and thus pave the way for further decisions at some future time. 

So I left Geoff – just as his lunchtime visitors were arriving – with a set of alternative packages that he might wish to compare further.  Of the last two, one involved a 10% general price increase with a premium price increase on white flour, while the second involved a 20% general price increase with a buy in policy on white flour.  Both involved attempting to reduce the uncertainty about cheaper purchase of wheat by consulting his suppliers.

I was encouraged that Geoff had managed to make some further use of STRAD between visits, even though I had forgotten to bring him a user’s manual.  I have now sent him a copy of this in case he wishes to make any further use of the tool.  I think the second session homed in on some of the key issues raised by R at the first visit, but I would value a chance to discuss this further with him.

John Friend, Five-Sailed Windmill, 24.05.01 
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CHECKLIST:


A: your problem?


B: who’s involved?


C: related problems?


D: alternatives for A?


E: comparison?


F: uncertainties?


G: actions to reduce?


H: progress strategy?























G. POSSIBLE ACTIONS TO REDUCE UNCERTAINTY?


Please list what exploratory steps – whether fast and informal or more deliberate and formal – that you might consider as means of responding to the more serious areas of uncertainty you have indicated in F.  Your responses might include: 


Relevant investigations – for uncertainties of type UE; 


Consultations with other parties B – for uncertainties of type UV; 


Negotiations or joint planning – for uncertainties of type UR. 





H. STRATEGY FOR PROGRESS?


Having gone through this process, please outline your current thoughts on a strategy for making progress in relation to your decision problem A and any of the related problems you mentioned in C.  This might any of the following:


Any steps towards action that you propose now, in relation either to your decision problem A or to any of the related choices that you identified in C. 


Any of the steps to address serious areas of uncertainty that you considered in box G, which seem to you justified in terms of resources and time scales;


Any timing or procedural steps you might propose for working further on your decision problem A and any of your related problems C.





D. ALTERNATIVES?


What options do you see as available in dealing with the problem you have described in A? 


Please indicate at least two options and at most four.  Your options could include options for doing nothing, for acting on your own or with others, for taking actions with greater or lesser risk.


If you have listed more than two options, please select two of them that both seem to be practical yet that contrast with either other in their implications.  Then label one of these Option X and the other Option Y.
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A. YOUR DECISION PROBLEM?


Please outline a tricky area of choice relating to your business that is currently on the agenda of yourself and those with whom you work.  We are looking for a problem that you are willing to discuss with others on this course, and that fits as far as possible the following conditions:


Not too broad, may relate to one specific opportunity or threat you face now;


Hard to choose between different options;


There are some pressures to reach an early decision.





B. WHO’S INVOLVED?


Which other people in your business are involved in this decision problem, apart from yourself?  


Are there people in other organisations – commercial, public or voluntary – who could become directly involved in dealing with this decision problem? 


Are there any further organisations or interest groups that might possibly be involved or consulted at some stage?





C. ANY OTHER RELATED DECISION PROBLEMS?


What other decision problems ahead of you seem to be related in some way to the decision problem you have described in box A?  


Please mention up to three such problems.  These might differ from A in terms of:


the types of decision  (e.g. what, where, who, when, how?)


the level of urgency or importance of the decision to your business?


the level of management at which the main responsibility lies?





Each scribe puts together a problem profile to present


 on two flip charts under headings A to D then E to H
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before second training day





scribe


role





Rough notes under headings A to H
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rotation of roles every 30 minutes





problem owner role





consultant role





Agree one of these problems per group member for a closer look





In groups of three, share views on a few tough decision problems ahead of you at this time:


Not too broad;


Hard to choose preferred option;


Pressures for early decision;


Ready to discuss with others






























































E. COMPARISON OF OPTIONS X AND Y?


Advantages to X: 		|		Advantages to Y:


………………………………..		|		………………………………. 


………………………………..		|		………………………………. 


			Advantage could be either way:


				……………………………….





F. AREAS OF UNCERTAINTY?


Please list the most serious areas of uncertainty that make it hard for you to judge the balance of advantage between options X and Y.


Where possible, please mark whether each of these areas are more to do with:


Limited knowledge about some aspect of your organisation’s Environment (UE)


Doubts or disagreements about the Values that should guide your choice (UV)


Links with choices on other Related agendas (UR), including any mentioned in C


Please mark with one or more stars ** those areas of uncertainty in your list that you might try to reduce so as to make a more confident choice between X and Y.
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B: working windmill





C: café restaurant
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�  The names have been changed to retain client confidentiality
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