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The purpose of this report is to apply problem solving tools and techniques to identify and propose solution in a retail fashion store which is facing sales decreasing.  To improve sales, several stages will be followed. At first the problem will be defined, and its scope and impact will be explained. Then the problem will be analysed identifying possible causes of sales decreasing. After identifying possible causes, several alternative solutions will be proposed and by using decision making techniques the most appropriate one will be identified. In the last part of this report, a plan to implement the best solution will be presented, followed by monitoring for successful implementation. 
[bookmark: _Toc7860189]Defining the problem, its scope and impact
According to Mayer and Wittrock (2006) problem solving is a cognitive process with the purpose of achieving a goal and where problem solver has no obvious solution method. They continue saying that problems can be well defined or ill defined and that many real problems are ill defined. Couger (1995) says that first step-in problem-solving process is the identification of a specific problem. Moreover, he suggests that people are spending insufficient time in defining problems and their scope. People often provide solutions before taking time to find out what the real problem is. When a problem has not been correctly identified, the decision-making process will fail, and inappropriate solution will be implemented. 
In the analysed fashion store, which sales clothes and accessories for women it has been noticed that sales started to drop off. This store is located in a commercial centre from a medium town in Romania. The commercial centre was opened one year ago, and the sale volume was encouraging, in the first five months targets were reached with approximately more than 30 percent. The store is selling woman’s clothing and accessories for women aged between 25 and 50 years. Prices are affordable, not to cheap and not too expensive and clothes are following latest fashion trends. The typic customer is the woman who works in an office, independent and elegant. Customers were buying on average 1.8 items per transaction and an average value per transaction of 150 lei (Romanian currency) approximately £30. 
It has been noticed that sales are decreasing, and customers buy less items than before. This problem started to occur approximately six months ago. In the first six months targets were reach every month and sales assistants were very pleased by their achievements. Then customers become more selective and they started to buy less items and sometimes they left the store without any transaction. At this moment, sales team is struggling to reach targets and they sale less items per transaction (1.2 items) and average value per transaction of £20. The targets established by the headquarter is 1.5 items per transaction and an average value per transaction of £25. Due to sales dropping, team members are feeling disappointed that they could not reach targets and they earn less than before because they do not receive sales bonuses anymore. Sales assistants are struggling to increase sales, but they find it difficult to reach targets that they think that are too high. The headquarter asked the store manager to come up with several solution to increase sale and a plan to implement solutions. Moreover, the headquarter will assist the store with all their needs because both the headquarter and the store are interested in resolving the problem. If the sales will continue to drop, the headquarter can decide to close the store and it will have a negative impact on both the organisation and team members who will lose their jobs. 
[bookmark: _Toc7860190]Identify the causes of the problem
To solve a problem effectively, the organisation needs to know as much as possible about the problem. Kepner and Tregoe (2013) identified a decision-making process with five steps with the scope of identifying the right cause of a problem: define the problem, present the problem, find potential causes, check the most likely cause and verify the true cause. The purpose of this model is to identify the correct cause and to offer help in generating specific solutions for the identified problem.
In order to increase sales in the store it is needed to find the cause that determined the drop of sales in the first place. There are several reasons for a drop-in sale and if they are identified the store can prevent potential losses. To identify the possible causes it is important to ask questions in order to gather all the information needed.
· Is the management not efficient? Bad people management can lead in sales decreasing and can make the sale assistant to lose confidence in their skills and efforts. Moreover, no reward system can also lead to team dissatisfaction and to less sales volume. When analysing the drop-in sales, it has been noticed that results are not analysed by management and that they do not monitor if they achieve targets every week. Moreover, some of team members are not familiar with their targets and how much they need to sale to achieve their targets.
· Are the sales forecasting realistic? When sales forecasting is not realistic can result in a drop of sales. Mainly, forecasting is guessing projection, but it requires a good understanding of buyer’s behaviour and a good sales strategy to be effective.  If sales from previous months are compared with sales from last months, it can be observed that the store is selling less than before. Sales targets are established based on previous months.
· Is there less traffic compared to previous months? It is important to check if the traffic stayed same as in first months or it is a decline in the number of the potential customers that enter the store. The store is using a device which count visitors when enter the store. When the data is being analysed, it has been noticed that the number of visitors is approximately the same, consequently the drop-in sales is not caused by less traffic. Moreover, when analysing data, it has been observed that the number of visitors is high during weekends and after 4pm. This information is important when organising shifts and how many sales representatives are allocated for this day. If there are not enough sales representatives in store during days with high traffic, this can result in a less sales volume. Other factors that can affect the number of visitors is weather, school and different public holiday, that can result in less or more time spending at shopping.  
· What is the conversion rate? It is important to know if visitors who enter the store are buying items or they are leaving the store without making a transaction. When compared the number of visitors with the number of transactions per day it has been observed that the store has less transaction than before. Approximately 90 percent of visitors are leaving the store without buying items and this is one of the causes of less sales. 
· What is the average transaction value? When starting to compare months it has been observed that customers were buying in first six months on average 1.8 items per transaction. The numbers of items per transaction started to be less and at this moment customers are buying 1.2 items per order. Therefore, less revenue is produced through each order. Moreover, the value per transaction has also dropped down at £20 compared with £30 from first six months. The mix of items that were purchasing was changed and customers are buying fewer items at each transaction with smaller prices.
· How skilled are the sale representatives? Having good sales assistants can result in sales increasing. When organisations are failing to hire good sales representatives, they should invest more time and money in training. Organisations must hire right candidates for the job with specific skills in sales with the purpose to reach targets. When analysing sales representatives, it has been observed that they do not have experience is sales and because their lack of experience and selling skills they fail in reaching targets.
· Is there enough training for sale representatives? Another cause in sales decreasing is the lack of training for sales representatives. Sales representatives need to have knowledge about products that they are selling so that they can understand customers concerns and needs. Sales representatives need to know more about fashion trends and materials to be able to give good advice to customers. Team members need to be trained on how to create a proper outfit to customers and what items can be assorted. 
To establish the real cause of a problem tools like 5 Whys , root cause analysis, brainstorm and fishbone diagram can help to identify what is the real cause (Mind Tools Website, 2017). Ishikawa (1968) developed the fishbone diagram a tool which shows the cause of a specific problem or event. To perform a fishbone diagram to the store where the problem has been identified, the problem will be written in a box and a line will be drowned to write the identified causes of the problem. Next, the factors that could influence the problem have been identified: sale representative, bad management, store, items and visual merchandising and external factors. For each of the factors identified above, some possible causes of the problem have been discovered.
Store, items and visual merchandising 
Sale representatives


                    Not familiar with targets     Colour, size and variety not enough 
    Lack of knowledge about trends         Not attractive display of items
    Low average transaction value          Promotions are not visible
              Lack of selling skills   New collection not in front of storeSales are dropping off

       Lack of result evaluation                      Customers loyalty                        Competitors  
          Team motivation and engagement             Unable to keep customers                    Prices go up and  
                 Inappropriate reward system         Insufficient sale reps during busy hours     salaries stay the same
External factors
Sales/Marketing process
Bad management



Figure 1 – Fishbone diagram
Another important tool to use to identify the real cause of a problem is the 5 Whys. Marquis (2009) says that this tool can be used by analysing the problem and trying to find out why the problem happened and what caused it. He thinks that by doing so symptoms can be separated from the cause of the problem. To find the right cause for sale decreasing team members applied 5 Why tool. The question “Why are sales decreasing?” was asked and team members responded that customers are buying less than few months ago. When asking “why customers are buying less than before?” team members thought that this is caused by the fact that customers become more rational in their buyer behavior than before when the store was new opened in the commercial center.  In the first six months, customers were buying items without too much effort from sales representatives. After few months, customers started to be more rational and to ask questions about trends, materials, textures, several technical questions that sales representatives could not answer properly due to lack of knowledge and lack of training when hired. By using the 5 whys tool, it has been identified that the real problem is not the low sale volume but the lack of training and lack of knowledge of products and trends for sale representative. Another answer received by the team members is about the visual merchandising used in store, which makes difficult for customers to find items or to create an outfit with the purpose to sell more items instead of one. 

[bookmark: _Toc7860191]Gathering Information
The third step in the problem-solving process is to gather relevant information and facts.  This step is very important to understand the problem and to make further clarification. It is important to gather many information, but most important is the quality and not the quantity of those. Beinstock (1984) noticed that too many information can become confusing rather than helping to clarify the situation.  

Stakeholders

According to Allen and Kilvington (2010), stakeholders are people, groups or organisation that are affected by a specific problem or a solution. Stakeholders play a major role in understanding a problem because they may represent a threat or a barrier or they can be involved in the decisional process. Reed et. al. (2009) explain that stakeholder analysis is a process that identifies which aspects are affected by an action or a decision, and which groups or individuals are affected by those action and then rank those groups and individuals according to their importance to the decision-making process. The table below presents the main stakeholder, their importance, how they react to the problem identified and what do they want.

	
Stakeholder 
	Size and importance
	Reaction to the problem
	What do they want

	Headquarter 
	Powerful 
	Asks for solutions
	Targets to be reached

	Fashion and retail industry
	Powerful  
	Fashion trends are generated by the industry
	Revenues 

	Store and Area management 
	Important 
	Asks for improving and come up with plans 
Develop an implementation plan to solve the problem
	Results, team performance

	Sale representatives
	Medium 
	They want to reach targets, but they lack training
	Revenues and bonuses

	Customers 
	Medium 
	If they are not satisfied of items they can buy from other stores or lead to negative word-of-mouth
	Good quality, trend items, reasonable prices

	Suppliers 
	Medium 
	If items are not sold, they will deliver less items
	

	Competitors 
	Medium 
	They can attract potential customers
	Sales 




Facts and data
By using 5 whys analysis it has been identified the fact that the real problem is not the low sale volume, but the lack of skills and training for sales representatives. In fact, the low sale volume is the effect caused by the real problem. To find more information about how to solve the problem it is needed to observe events, talk with customers and sale representatives. 
When customers have been asked why they choose not to buy items from store they gave several answers like: they did not find their size, they did not know how to mix the items that they liked with other items that they have in their wardrobe or they can not find the item they are searching for. When customers have been asked why they buy only one item they answered that they do not know how to match the item with something else from the store. All this information show that the sale representatives do not offer enough support and advice to the customers and as a result sale are dropping off. 
During last months the average number of items per transaction has dropped off from 1.8 to 1.2 showing that customers are leaving the store buy buying less items that in the first six months of the year. Moreover, the average value per transaction has dropped off from £30 to 20£, customers prefer choosing items less expensive. By increasing the average number of items and the average value per transaction with each customer, the sales will increase.
[bookmark: _Toc7860192]Generating solutions
After the problem has been analysed, it will begin the process to develop possible solutions. This process is both creative and practical. According to Morgan (2017) in this step there is a need to balance between rational and intuitive. He explains that those who use more their left side of brain comes up with more standard solutions while those who use more their right side will produce more creative solutions. At this stage the management need to focus on creating alternatives (Schnelle, 1967). Alternatives should be creative and no considerations about their feasibility should be taken.  
To come with the best solution the management is using brainstorming technique to come up with several alternatives. Osborn (1963) developed the original technique, where a group of people meet and try to generate new and spontaneous ideas to a specific problem. Brainstorming is a technique which encourage people to come up with as many ideas as they can, some of these ideas can become later creative solutions for a specific problem (www.mindtools.com, Accessed 30 April 2019). During brainstorming, the management team come up with several solution for improving sales representative’s performance:
· Hire new sale representatives with experience
· Contract a specialised organisation in teaching sales techniques to team members
· Train store managers about selling techniques, ways to improve sales, how to set, evaluate and monitor targets and they will train sale representatives; 
· Sending from headquarter weekly newsletter about fashion trends with the purpose to improve sales representative knowledge;
· Sending from headquarter weekly plans about visual merchandising and rules that must be implemented in store with the purpose to make items more visible and attractive.
· Realise an appropriate reward system, including bonuses for achieving targets like: sales, average value per transaction, average number of items per transaction, conversion rate. The reward system has the purpose to motivate sales representatives.


[bookmark: _Toc7860193]Evaluate solutions and identify the most appropriate option
The next step is to evaluate the alternatives based on advantages and disadvantages of each option. For simple problems the solution will be obvious, however for a more complex problem the solution may be a combination between several alternatives (Huitt, 1992). It is important to evaluate according to several factors like: resources (time, money, people), rules procedures and policies. The management team will prioritise the solutions by eliminating last options and choosing the best one or a combination of solutions. In this situation, it was used a combination between cost-benefit analysis (CBA) and pros and cons analysis.  This tool is used to compare the cost of a solution with its advantages (www.betterevaluation.org, Accessed 22 April 2019). Pros and cons analysis is a qualitative tool which compares advantages and disadvantages for each option. The option preferred is the one with multiple pros and with the fewest cons (Baker et.al., 2001). 
In the table below all alternatives had been analysed by the management team according to cost, how long does it take to be implemented, advantages and disadvantages. Based on evaluation of each factors taken in consideration, each alternative had been ranked from 1 (the most appropriate) to 6 (the most inappropriate). The management team have decided to use a combination of alternatives to improve sale representative’s performance. The solutions ranked as first, second and third are chosen for implementation. 






	Alternative 
	Cost 
	Time 
	Advantages 
	Disadvantages 
	Rank

	1. Hire new reps
	High 
	Takes long time
	Experienced
Selling skills
Better customer service
	Lack of knowledge about the product
Lack of knowledge about the process
	6

	2. Train sale representatives by a specialized organization 
	High  
	Takes long time
	Learning sales methodology
Sales team cohesion
Improve communication skills
	High cost
Takes time

	5

	3. Train store managers
	Medium 
	Medium time
	Team building
Team coaching
Adapt learned information to team members
	
	1

	4. Sending in store newsletter about fashion trends
	Low 
	Fast 
	Team members will have access to fashion trends, colors, how to create outfits
	Need to be discussed in meetings and explained by store manager
	3

	5. Sending in store visual merchandising plans
	Low 
	Fast 
	By implementing information in store, products will be more visible and attractive
	Team members will have less time allocated to customers 
	2

	6. New reward system
	High 
	Fast 
	High motivated team members to reach targets
	Lack of knowledge about selling techniques will make team members to fail
	4



[bookmark: _Toc7860194]Developing the plan to implement the solution
Now that the management team has decided which course of action, they will take to improve sale representative’s performance, and consequently increase sales, an action plan will be created.  Developing an action plan describes how an organisation will reach targets by detailed actions (www.ctb.ku.edu, Accessed 1 May 2019).  In addition, Sniehotta et.al. (2005) emphasise that by realising an action plan, essential detail will not be overlooking. The action plan will include concrete actions to solve the problem, what resources will be needed, who is responsible for the action and timeline for implementation. 
	Action 
	Responsible 
	Resources 
	Time 

	Training for store managers
· Meetings where store managers benefit from training about fashion, trends, colours, selling techniques, merchandising rules and tricks
	Area manager
Visual merchandiser 
Trainer in selling techniques
	Resources for organising meetings, for travel and accommodation
Resources for trainer
	Every six months






	· After meetings the store manager has the responsibility to inform team members about meeting content, and to train sales representatives

	Store manager
	None
	After each meeting

	· Beside training selling techniques, the store manager is responsible to:
· set daily goals for sales, average value per order, and average items per order
· weekly and monthly targets for same indicators
· monitor, evaluate and to discuss about progress with team members in meetings.

	Store manager
	None 
	

Daily

Weekly
Monthly 


Every day

	Sending in store newsletter about latest fashion trends will include:
· main trends with characteristics and pictures to describe
· store items specific to a trend
· which colours are specific to each trend
· notions about length, sizes, materials and textures
	Headquarter
Product designer
	Resources for elaborating the plan
Resource for printing

	Weekly 

	Sending in store visual merchandising plans including:
· pictures with windows display including which articles will be presented, decorations and posters to be displayed
· where new collection to be displayed, on which part of the store
· where sales articles to be displayed
· how items are grouped on display (items will be grouped to create suitable outfits for customers)
· which articles will be presented at the entrance
	Headquarter 

Visual merchandiser manager

Window dresser
	Resources for creating plans

Resources for decorations and promotions materials
	Weekly






[bookmark: _Toc7860195]Communicate the plan to the stakeholders
When an action plan is developed by understanding what stakeholders want and need, it will be more successful. To accomplish this, it is important to communicate and consult all stakeholders. After the action plan was developed it is important to inform all parties from the organisation. A stakeholder communication plan lists major stakeholders who must receive information, what information will they receive, how this information will be communicated to them, the frequency and who is responsible to send the information (www.smartsheet.com, Accessed: 02 May 2019). The table below presents the stakeholder communication plan, including major stakeholders, information to be communicate, by which medium, frequency and the person responsible with communication.

	Who 
	What 
	How 
	When 
	Responsible 

	Store manager
	Training, role and responsibilities, newsletter about fashion trends, visual merchandising techniques
	Meetings
Training Newsletter   Reports Presentations
	Every six months for meetings and trainings
Weekly for fashion newsletter and visual merchandising information
	Headquarter
Area manager
Product designer
Visual merchandiser


	Sales representatives
	Daily, weekly and monthly targets
Newsletter about fashion trends
Visual merchandising information
	Meetings 
Daily reports
Newsletter 
	Daily and ever week
	Store manager

	Area manager
	Roles, responsibilities, progress reports, evaluation
	Based reports, meetings, e-mail
	As required
	Headquarter 
Store manager





[bookmark: _Toc7860196]Monitoring and evaluating the solution’s implementation
While the action plan is being implemented it is necessary to monitor its progress and after the plan has been implemented it is important to evaluate how successful the solution was. According to UNDP (2009) monitoring is the process in which stakeholders are informed if results are meeting goals and objectives. Contrary, evaluation happens after the action plan has been implemented and show if the problem has been solved. An effective monitoring takes in consideration if more time, tasks or resources are required.  Sometimes, this step is omitted and therefore the implementation may fail. To improve sale representative’s performance several actions have been taken. The responsible person must check to see if each action has been implemented in store. For example, the area manager will check if the store manager has trained sale representatives about selling techniques, fashion trends and if visual merchandising rules are implemented in store. Store manager will continuously monitor team if they use selling techniques when relating with customers. In addition, results will be monitored to see if sales are increasing.
After the solution has been implemented it is necessary to evaluate how successful it was. By evaluating, ways of improvement can be found. When evaluating a solution, several questions must be asked like: what the situation before the solution implementation was, if any progress was made and which are the objectives that must be reached (www.sielearning.tafensw.edu.au, Accessed 02 May 2019). To effectively evaluate how successful the solution was, the store manager will monitor if there are any improvements in sales representative’s performance by checking if sales are increasing, what is the average value per order, what is the average items per order and what is the conversion rate. The objectives established are an increase of ten percent in total sales, an average value per transaction of 30 pounds and 1.5 items per transaction.  If those indicators will increase, compared with the current situation, it will mean that the solution was effective. If the increase will be insignificant, then if necessary, further action can be taken.
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