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The purpose of this report is to review Lyreco UK business operations to help identify reasons why they are losing customers to the competition. Lyreco is a leading office supplies company, specialising in office stationeries, office furniture and everything required for smooth functioning of an office space. Lyreco is a family owned business that prides itself on an ambitious service proposition that is centred on growth profit, service delivery excellence and customer retention. The company is currently operational in 42 countries and has presence in 4 continents. (Anon., 2019)
Founded in 1926 in the north of France, Lyreco expanded into Europe and Asia by the end of 2005, with a worldwide turnover of two billion Euros in 2018. The company has 9000 employees worldwide with over 28% of its workforce located in the UK. Lyreco was voted the best office stationery supplier in the UK 2012-2014, as it offers a truly single source solution for office supplies.
The company growth process is based on a combination of factors which include acquisition of existing businesses and organic growth measured through new customers and retention of existing customers.
Following a successful growth model based around the aforementioned module, in 2010 the owners and management of Lyreco set a 10year growth plan for its UK subsidiary, which will see the company reach a business turnover of £200M by 2020, with an operational profit base of 40%, an increase of £50M to it operational budget. This business objective formed the basis for its business operations. There was a massive drive for business growth through new customer generation, service delivery excellence to aid retention of existing customers base, and growth in sales force to maintain and manage relationships with its customer base.
So how does Lyreco UK business affect you? If you have ever worked in an office or been a student in an institution in the UK, you would have used or come across a product supplied by Lyreco UK. Its wide product range allows for the business to cater for virtually all market sectors that has a need for administration. With a full range of environmentally friendly products, Lyreco operations aims to create and have a positive impact on society and environment. This has only strengthened their place as the leaders and innovator of a truly single source supply solution, attracting skill labour force from across all works of life to grow its business operations in the UK.
 A review of the business operational performance in 2015 highlighted that Lyreco UK was on course to miss the 2020 budget plan. The business review showed a sharp decline in profits, increase in operational costs, and decline in service delivery levels. This prompted several measures to be implemented to help put the business back on course to the target.
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In trying to define and understand the scope and impact of the issues Lyreco UK may be facing, which are contributing to the decline in its operational growth budget, it is important to describe how Lyreco operates its business in the UK, consider its strength and weaknesses looking at the micro aspects of its business operation and analyse areas that may be affecting its business module. 
According to Andrew Maund, to fully identify a problem and come up with a rational solution, decision makers within an organisation must first recognise that a problem exist, as individuals sometimes ignore or disregard information to an extent they force themselves to believe  they don’t have problems (A. Maund, 2018)
 Lyreco UK operates a staggered hierarchal structure; its business is built based on a close monitored relationship with its customers. This includes suppliers, buyers, staff and end users. Lyreco operates a best practice module based on getting things right first time. This is aimed at reducing operational cost and wastage, whilst driving sales revenue.  Relationships between Lyreco and its customers are managed by its large sales force, consisting of individuals with different levels of education and qualifications, coming from varied cultural and ethnic backgrounds, allowing them to tap in and maximise the benefits of cross-cultural sales opportunities there are in the sale supplies industry. 
The company operates a policy that supports an effective recruitment and deployment of sales individuals within defined geographical territories, tasked with building new customer base, maintaining and developing lasting relationships, driving sales revenue through effective account management. This module has proved very successful for the company over the years but also has its challenges. 
The sales force account for 60% of the UK staff base and it’s the second largest operational cost the company has. The sales division is split into three key divisions, field sales, key account, and corporate sales. Each division is further broken down into teams with a direct line manager, with clearly defined sales objectives tied into the company’s overall operational sales budget. Each sales division is supported by a team of dedicated customers service representatives fully trained to handle enquiries. 
The company’s sales budget is also split between the divisions and teams, sales targets set are based on geographical business density as well as business consumption statistic. Allowing for sales agents to be targeted and rewarded fairly based on their territory performance. 
However, the company has a set growth module which is constant across all three divisions, each sales staff must achieve a minimum of ten new spending accounts each month with a 40% gross profit on the sales, as well as make contact with every customer in their base at least once in every twenty-five day cycle. These sales growth targets, although achievable has been found to be very challenging in certain areas of the business, leading to low staff moral and increased staff turnover. 
Lyreco also operates a fully automated distribution warehouse centrally located at their head office in Telford, with 12 regional distribution centres strategically located around the country to support its sales and distribution operations. The company also has a fleet of over 1500 owned delivery vans and drivers similarly targeted and rewarded based on the number of completed deliveries within their patch. The distribution division contributes immensely to the company achieving its service delivery targets which currently stands at 99.3% across all sections of the business. The service delivery targets ties into the organisations sales proposition to its customers, which mean that they must meet these service delivery levels at all time regardless of the situation, putting immense pressure on the drivers.
These operational figures are collected and reviewed daily through its SAP systems, allowing the managers to micromanage areas of potential problems once identified. The systems allow for procurement integration with its suppliers making stock replenishment efficient and effective.


[bookmark: _Toc17372544]Defining Lyreco Problems: 

[bookmark: _Toc17372545]SWOT ANALYSIS

In trying to define the causes of the decline in Lyreco UK operational profits, it’s important to identify its key strengths and weaknesses to help gain better understanding of potential problem areas. SWOT analysis is an effective tool to use in analysing and identifying potential problem areas for an organisation. This tool help identify and address effectiveness as well as the efficiency of an organisation against their set objectives (Asghar Sabbaghi, 2004).  SWOT stands for strengths, weaknesses, opportunities and threats.  Strengths and weakness, primarily focuses on the internal functions or aspects of the organisation, defining areas were the organisation performance are strong. These are considered organisational assets or expertise, and weaknesses defines internal deficits. Opportunities and threats focus on the external aspect of the organisation’s operations such as trends or ideas that favour or limit the organisations business objectives.
LYRECO UK SWOT ANALYSIS MATRIX
	
	




STRENGTHS
	Family owned, secured financial future, established business module, market leader, buying power, better pricing, industry knowledge, Skilled staff force, sales forces, Recognised training programmes, technology, business agility, 
Staff career development
Goal Alignment with staff





	

	INTERNAL







	






WEAKNESSES
	

High operational cost, large sales force, low staff motivation, problems/ delays with order deliveries, minimal contact with customer, limited stock lines, poor product quality,
High number of returns,
Role clarity, Supportive Management, Work demand
Weak marketing strategy
	

















	
	

OPPORTUNITES
	
Increase in Immigration
Automated ordering system
Increase on new companies
New Markets opportunities Social media marketing
New technology advancements
New environmentally friendly product lines
Increased buying power

	

	
	
	
	

	
EXTERNAL

	

THREATS
	
Increase in online companies 
Increase in number of established competitors  
Mergers within industry
Changes to Political landscape) eg. Brexit
Changes to legislation relating use of plastic
High staff turnover

	



The above chart identifies key internal strengths for Lyreco and areas in which they can improve in other to reverse the decline in their operational sales budget. Being a family owned business Lyreco has a secured financial future and does not have the burden of borrowing from financial institutions at expensive rates to expand its operations. This allows the company to reinvest parts of its profit into the business in areas such as training and development for its sales force in other to keep staff moral and motivation up.
The company already operates a fully owned automated ordering system, this gives them a competitive advantage over the competitors, as they can offer faster turn around times to their customer orders without the additional cost of outsourcing. These systems also allow the business to integrate easily to changes to technology advancements and able to generate reports to help identify problem areas on time. 
Furthermore, the advancement in technology can help reduce some of the high operational costs associated with running the sales force and further training on use of the modern technology to keep track of customers behaviours and buying patterns, will help reduces the additional pressures experienced by its sale force in identifying these trends thereby potentially increasing moral, reducing high staff turnover and adding further value to the company’s profits margin.
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The SWOT analysis suggests that Lyreco is a well-established and functioning organisation. However, some of the operational processes can be potential causes of the issues being experienced by the company.  In other that we may fully identify the causes it is important to identify the root causes of why Lyreco UK has fallen short of the projected target. 
Judy Murray in her article “Get to the Root Cause” states that to successfully accomplish a business goal, organisations requires a systematic approach where it is possible to thoroughly examine all sets of business inputs such as materials, people, equipment processes, and environment, in other to effectively align these to the business goals. These systems approach allows organisation easy identification and analysis of the business processes, to gain logical understanding of causes and effects of the business function (Murray, 2017).
Lyreco UK is projecting to miss its growth sales target by 23%. This represent a figure of £11.5M less of the projected £50M it had hoped to achieve by 2020. Several reasons can be considered as causes of the decline in sales revenue. In applying Judy Murray’s theory to fully understand the root cause of the problem, I will seek to perform a system analysis using the Fish bone diagram.
Fish Bone diagram is a structured brainstorming technique that helps organisations or teams to visually explore possible causes related to an event or situation (Murray, 2017). One of the key benefits of this tool is that it deals only with facts and its considered non-judgemental. Fish bone diagram as a problem-solving tool that creates a visual display of all organisations sets of business inputs, allowing for these and the teams collective knowledge to be critically reviewed and analysed. 

The process of brain storming, compiling and grouping findings, encourages team members to view identified problems from different perspectives, helping to identify potential root causes that may have been missed or already identified. This tool also creates a sense of ownership to all team members as issues identified are shared and solutions are agreed easily leading to successfully eradicating the problem.











[bookmark: _Toc17372547]Lyreco UK Problem Analysis:  Fish Bone Analysis

Fig 1
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The fish bone diagram highlights some important issues which might be directly affecting the company’s business objective. The issues highlighted can be grouped into internal and external factors, this will support easy analysis of business activities to help identify the root cause of the decline in the company’s sales budget. 

Fig 2:
Internal and External Problem Matrix table
	Internal Factors
	External Factors

	High Workload
	Changes in consumer behaviours

	Workload pressures
	Increase in internet companies

	High number of leavers
	Increase in competition /new competition

	High number of failed deliveries
	Increased use of technology online stores

	High targets
	Customer migrations 

	Motivation
	Product quality / price increases

	Communication
	Changes in legislations



The internal factors relate to business processes that affect the immediate business environment, these are usually factors which the company can influence and can be directly linked to how well the management processes are aligned to the business objectives. The external factors relate to those aspects of the business processes that the organisation have no influence on but are required to react appropriately in other to remain relevant in the market sector.
The company’s business objectives are linked to its management objectives and therefore should help address some of the internal issues highlighted, such as motivation and communication which impact the organisations performance.
Motivation is the creation of stimuli, incentive and working environment that enables people to perform to the best of their ability, giving people what they want most from work and in return expect a desired level of productivity output (Mullins, 2010). Communication is where information is sent and received via a medium, while effective communication is based on sending information or message, using carefully chosen words and sets of non-verbal cues to strengthen the message. This includes the use of active listening, empathy, uncritical or non-judgemental opinions when communicating. (Cornelia, 2016).
According to Laurie J Mullins “management by objectives is  system that attempts to relate organisational goals to individual performance and development through involvement of all levels of management” (Mullins, 2010). 
The principle of this system relies on implementing processes such as setting objectives and targets, participation by individuals and managers at all levels, agreeing individual and group objectives and performance measuring criteria. This will also include a continuous review process, covering activities such as organisational goals, organisational structure, participation of subordinates, agreeing performance improvement plans, establishing effective monitoring and review systems of organisational goals against set objectives. 
The external factors relate to business processes or events that affect the organisations wider business environment. These factors as identified affect business decisions and strategies and can impact on organisational productivity output. Organisation have little influence on these factors but must be able to react to them in other to continue to operate in their chosen business environment.
Changes in consumer behaviours within Lyreco’s business environment could have an impact in the company’s sales turnover. An example to this is more people are choosing to use emails as formals forms of communicating. The need to print letters has considerably reduced the need to buy copier paper or printing ink. This can significantly affect the organisations profitability both from the consumer sector and supplier sectors as they may fail to meet the purchase targets set by the suppliers which will lead to increase in cost of purchase.
The use of the internet as a business tools has made it easier for new stationary companies to spring up, cutting into Lyreco’s customer base. These new companies operate from relatively low budget site without the huge cost attached to running a big operation like Lyreco. This allows them to offer more competitive prices in the market sector.
Changes to the political environment could also affect the organisations turnover. Political decisions such as BREXIT has led to an increase in business migrations and uncertainty in the market. Many organisations have reduced numbers of staff they have in the UK and have began relocating their business operation in preparation for BREXIT. 
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Having evaluated potential reasons for the decline in sales growth forecast for the company, we have identified that external factors affecting Lyreco’s external business environment are having a negative impact to its internal environment.
Whilst the organisation maintains its ambitious growth module and objectives, political decisions such as Brexit has meant that it is losing some of its customer base. Also, the increase in Online competition put pressure on its sales force as they offer credible alternative to their customer base. This means that Lyreco sales force will work a lot harder to keep their customer base putting extra pressure to their work, this has a knock-on effect on the managers who are also under pressure to deliver these targets. This has meant that individual and team sales targets are missed, leading to loss of earnings for the sales force, and low motivation at work, this then leads to the salespeople leaving the company and leaving a deficit in cost of recruiting and training. 

In other for Lyreco to begin to address the identified problems, it must look to react to its external business environment. The organisation must adapt to what its market sector and competition are doing, even if this means slightly changing its business operational strategies.  Lyreco must increase its online presence, making it easier to reach its customer base, without depending solely on relationships built by its sales force. Lyreco should look to consolidate its operations reducing the number field-based staff and whilst increasing its online sales presence and distribution network.
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The PMI strategy is a strategy tool used to brainstorm ideas in other to reach an informed decision. It looks at specific areas of recommended solutions applying scores to these recommendations in areas of most relevance, allowing organisations to reach a decision that will most likely suit their needs.
According to Andrew Maund, most problems are multidimensional, but decision makes must determine what factor should be considered in other to resolve the problem they are facing. This allows for the decision makers to fully identify all criteria’s that may influence the decision making process and once this step is concluded, will allow for development of accurate implementation and follow up plan (A. Maund, 2018). 
Increasing Lyreco’s online presence is one recommended strategy that can improve their customer base and reach, whilst reducing the added pressure and workload on its sales force. This will impact positively on the company’s sales turnover as they will reduce the residual costs of maintaining a large sales force and reinvest in widening their distribution network in other to accommodate the increase in sales as a result of increased online presence.



Fig3: 
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	What’s Good
	
	What’s Bad
	
	What’s Interesting
	

	Reduced processing Cost saving 
	7
	Reduced customer loyalty 
	7
	Increase customer base
	9

	Easy reach to customer 
	5
	Reduce customer contact 
	4
	Easier account management
	6

	Reduce travel for sales staff
	5
	Risk of inaccurate account information
	3
	Increase staff Motivation
	7

	Increase customer base 
	10
	increase in cost
	3
	Increase in revenue
	9

	Reduce size of sales force
	8
	Loss of customer relationships
	2
	Reduced operational cost
	6

	offer competitive pricing
	9
	Reduced profit margin
	2
	Retention of customer base
	9

	Reduce order processing errors
	8
	Reduce customer product knowledge 
	3
	Increase order returns 
	3

	
	52
	
	24
	
	49



The above table suggests that if Lyreco increases it online activity driving more sales through its online platforms, it stands to benefit in areas that will positively impact on the whole business operations. Issues of workload pressures leading to low staff moral and increased leavers, will be addressed whilst at the same time maintaining or increasing their customer base. The company will become more competitive with its pricing as processing costs will be reduced as processes become more automated.  
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Investing in more modern and up to date technology will help Lyreco business agility in reacting to its external business environment. Identified internal processes can become more automated reducing the added work pressure on their staff members. Lyreco can reduce its sales force and look to streamline its business operations in order to get back on track to reaching it sales operational target.
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