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[bookmark: _Toc7360558]Abstract

Euro girl was formed in North Cyprus during the late nineteen eighties when production of garments was being outsourced abroad due to opening markets, promotion of free trade, cheaper labour costs and ease of shipping. Euro girl had secured contracts for work with ease due to having acquired vast experience, a good reputation and a strong network in the industry. Manufacturing garments abroad was relatively new and came with risks attached as manufacturers did not know if they could trust factories to produce good quality work and deliver on time, having worked with the director of Euro girl in the UK for many years’ manufacturers knew they had a reliable partner in Euro girl. 
The abundance of work and the economic incentives provided by the government of North Cyprus resulted in Euro girl rapidly expanding and becoming an economic success that not only benefited the business but also the local economy. It was at the height of Euro girl’s success that Turkey started to emerge as an attractive proposition to foreign investment due to a young dynamic workforce that worked very hard for very little, excellent geographical location and government incentives to foreign investors made Turkey the place to produce garment for the European market. It was at this time that the manufacturer and the director of Euro girl decided on relocating the factory to Turkey.
The Director of Euro girl solely covered the cost of relocation by selling assets, real estate and borrowing from banks. This meant that the manufacturer could benefit from any potential gains without sharing any risks or being financially tied to the business. Despite al the warnings against the move the director failed to pay attention and proceeded as he knew best by relocating to Turkey. Wide spread institutional corruption, Fiercer competition from established companies, failing to use problem solving and decision-making tools and techniques while deciding whether to relocate coupled with the harsh political and economical conditions faced in Turkey resulted in the demise of the company and financial ruin of the director.







[bookmark: _Toc7360559]Introduction

The aim of this report is to highlight how theories and techniques such as SWOT analysis, PESTLE analysis, Forcefield analysis can be used to determine and compare the forces for and against a proposed change. How five performance objectives can be used as a business performance measurement tool, Porters 5 forces will be of particular relevance to the company as it highlights the risks and threats that the business faced, was effected by and should have considered, root cause analysis are all theories and tools that could have been utilised for the benefit of the business. 
This report will solely focus on a company named Euro girl that was established in 1990 and operated in Northern Cyprus and then expanded and relocated to Adana in Turkey. The business was a garment production factory that worked on a cut make and trim (CMT) basis which meant the garments were fully produced from start to finish on site. The company expanded rapidly over a period of ten years before certain decisions and steps that were taken coupled with external factors caused the business to go bankrupt. 
The decisions and factors both internal and external that contributed to the successes and failures of the business will be discussed and analysed with the above theories and techniques used to evaluate how mistakes and errors that led to the failure of the business could have been rectified or avoided altogether. I believe the company that has been chosen in this report will provide a good model for highlighting how some of these techniques and theories could be beneficially used as there were a wide variety of managerial, political, and economic factors that contributed to the downfall and ultimate demise of the business. Euro girl was owned by my father, I was present and involved in the business during the events listed in this report, all reference to events were witnessed first-hand by the author.
[bookmark: _Toc7360560]Discussion

This report will be discussing a company named Euro girl which was established in 1989 in Northern Cyprus and produced ladies’ garments for the European market. Rolls of cloth and trimmings were shipped from destination markets for production then shipped back via air freight once finished. In the late 1980’s early 1990’s the government of North Cyprus introduced tax breaks, Zero percent loans for businesses and free shipping for exports via the state-owned airline for companies investing in North Cyprus.
The timing was perfect as the rag trade in the UK was suffering at the time due to government policy, rising wages and running costs coupled with foreign markets emerging as a cheaper alternative. Trade tariffs on imports were falling with governments placing emphasis on free trade, wages abroad were also cheaper, output higher and emerging countries were giving huge incentives to foreign investors. The fall of communism in eastern Europe also played a part in opening cheap markets that were relatively close geographically and were previously out of bounds. Euro girl was a huge success and business was booming to the extent that the factory had to grow in size three times in a 5-year period.
[bookmark: _Hlk4447513]After several years of successful collaboration, the manufacturer wanted to move production to Turkey as he believed there was more potential and higher profit margins as labour costs were much cheaper. The Government of North Cyprus had also ended the free shipping incentive that was previously in place meaning shipping costs would also be reduced. Despite all warnings and advice not to make such a risky move the director of Euro girl was interested and believed there was a strong possibility that the business would grow even further and have a brighter future by relocating to Turkey. The manufacturer was trying to convince him that the potential in Turkey was far greater and that the long-term success of the business would be more secure. Although an emerging market with a rapidly growing economy, institutional corruption and vast amounts of bureaucracy remained the norm in Turkey
The decision to relocate to Turkey was made and the city of Adana was chosen as the location for the new factory. The cost of production had fallen and potential output had increased. Despite the initial success in regard to production and output some serious problems had started to arise. One day an official from Turkish customs called the factory to inform the director that the rolls of cloth were selected for inspection and a date for the inspection could not be given as there was a backlog. The director explained that the cloth belonged to his customer and that he was only responsible for cut, make and trim, the finished garments would be shipped back on completion. The customs officer stated that there was nothing he could do upon which the director of Euro girl explained that the styles were seasonal therefore if the season ended before they were produced and shipped the order would be worthless causing over a hundred thousand pounds of loss for his customer. Again, the customs officer stated that regulations had to be followed. 
The next day another phone call was received by an anonymous person that claimed he could release the cloth for a fee that amounted to thousands of dollars. The director understood what was going on and explained again that he was not the manufacturer and would only receive payment upon producing and shipping the garments. It was clear that customs had seen the size of the order and decided that the company was more than capable of paying a bribe to have the cloth released. After managing to negotiate the amount of the bribe down it was paid, the only choice was to face ruin or pay up. It had become apparent that things were very different in Turkey than they had been in North Cyprus and that big potential came with even bigger risks. Corruption was everywhere, if a policeman stopped you while driving it was for a bribe, if documents needed signing at customs you paid a bribe or else the customs official would claim that he forgotten his glasses at home and could not read the document he needed to sign.
The manufacturer had started claiming that cost of production was to high and that they needed to lower costs. The target rate he offered was so low that it would mean the factory would make a loss. The director informed him it was impossible to produce at these prices to which his nephew stated that he had a factory that was offering to produce at those prices. The director of Euro girl again explained that if indeed there was a factory that produced at the offered price, they would not last long. Despite saving his nephew from bankruptcy and fully supporting him for many years the director’s nephew moved all orders to another factory that could produce at a cheaper cost.
[bookmark: _Toc7360561]Problem Identification

Having initially taken advantage of the favourable conditions and opportunities of setting up a garment production factory in North Cyprus in the late 1980’s early 1990’s coupled with the directors’ experience, contacts in the UK and local knowledge, a series of unnecessary and extremely costly errors were committed.
Stopping production for multiple large reliable manufacturers and solely focusing on working with one manufacturer.
Covering the entire cost of the move despite the manufacturer pushing for relocation which meant the manufacturer had no vested interest in the factory.
Relocating the factory to a new country that was unstable and was well known to be economically and politically volatile.
Focusing solely on the potential benefits and disregarding the high level risks the move posed.
Failing to take advantage of working with a huge multinational company when the opportunity arose and choosing to remain committed to and reliant on one manufacturer.
[bookmark: _Toc7360562]Problem Solving Tools and Techniques

The problems identified and highlighted could have been avoided or resolved by using the following problem solving and decision-making tools. 





[bookmark: _Toc7360563]PESTLE Analysis

[image: Image result for pestle analysis]
Figure 1. (By Tyler @ Templates, 2018)

It is strongly recommended that a PESTLE analysis should have been performed before deciding on relocating the factory to Turkey. PESTLE analysis is a tool that is used in business to gauge an environment before launching a new project or product. It considers a wide range of factors and is a very important tool to use when formulating a strategy or making important decisions, especially when moving into a foreign market and is far more comprehensive than a SWOT analysis when analysing external environmental factors. Pestle is made up of the first letter of the following words, Political, economic, social, technology legal and environmental (Aithal, 2016).
The following external risks and factors may have been identified had a PESTLE analysis been performed before deciding to relocate to Turkey.
Political 
Politically unstable, vastly differing political views between sections of the population, political tensions between different groups that have led to tensions and violence, Separatist groups that make operating a business in certain regions high risk, high level of institutional corruption and constantly changing government legislation.
Economical
Unstable economy that has traditionally been boom or bust, Highly fluctuating currency, high inflation, high rate of economic growth. Bureaucracy can make operating a business difficult.
Social
Very young population, high population growth rate, social tensions between different political, religious and ethnic groups.
Technological
Low percentage of businesses with high technology and equipment, mostly low to mid technology business, reliant on hard working low paid labour.
Legal
High level of corruption, laws can be interpreted and applied differently according to the individual or entity, high level of political interference and political pressure on the justice system, has a strong modern constitution based on justice and law however is not always implemented due to political interference. Laws and legislation can change drastically and frequently.
Environment
Although weather conditions can vary from extreme heat to extreme cold in certain areas on the whole weather conditions do not affect work output. Very low level of enforcement regarding pollution and disposal of polluted materials, certain regions off limits due to political factors and terrorist groups, Very good international transport links, Geographically a bridge between Asia and Europe, also very easy access to middle east and North African markets

Disadvantages of PESTLE analysis
As with all tools and techniques PESTLE also has some disadvantages such as it only covers the six factors and does not analyse internal factors, the factors analysed can rapidly change, it is not always easy to find accurate data on the topics analysed and the data that is used can sometimes lack depth (Aithal, 2016).







[bookmark: _Toc7360564]SWOT analysis

[image: SWOT Analysis]
Figure 2. (Financial Management, 2018)


SWOT analysis is one of the most commonly used tools for creating strategies and consists of strengths, weaknesses, opportunities and threats. Opportunities and threats are mainly determined by external factors and the environment in which the entity operates while strengths and weaknesses are internal factors, both are equally important. Swot is used to analyse internal and external factors that concern the future aspects of the business and are referred to as strategic factors to formulate strategies and assist in the decision-making process. SWOT is predominantly used in the primary stages of analysis and strategy formation and is considered as a very beneficial and useful tool that managers can easily benefit from especially when used alongside other problem-solving decision-making techniques (Oreski, 2012). 
Performing a SWOT analysis regarding the relocation of Euro girl may have highlighted the following factors
Strengths: Producing for long term existing customers. Very good reputation within the industry, vast experience in the sector.
Weaknesses: Newly established in a politically, socially and economically turbulent environment. Large financial investment covered by loans taken out using assets as security, existing capital not enough to cover such a big move and expansion.
Opportunities: Easier access to international markets, Lower labour costs, higher production capability and opportunity to expand.
Threats: Larger more established competition, unfamiliar with the laws and legislation, politically unstable environment, well known widespread institutional corruption, constantly changing legislation.
Disadvantages of SWOT may be that it does not weigh or measure the significance of factors. Other disadvantages may be that the person imputing the data can have an influence on the outcome resulting in a subjective analysis that may not have longevity and can quickly become irrelevant (Oreski, 2012).

[bookmark: _Toc7360565]Force field analysis

[image: https://www.mindtools.com/media/Diagrams/Forces_for_change_v2.png]
Figure 3. (Mind Tools, 2019)


Kurt Lewin a social psychologist developed the forcefield analysis in 1951. It is a tool that is now commonly used in business to weigh the forces for and against implementing change. The analysis consists of 5 steps which in order are, describe the change, identify forces for change, identify forces against change, score each factor for or against by numerically rating the significance of each factor and finally analyse the results before applying. It is then recommended that measures be taken to maximise the forces for change and weaken the factors against before implementing change (Ramalingam, 2006).
This would have been an extremely beneficial tool while considering relocation as the director only focused on and considered the positives. Listing the negatives to compare and contrast with the positive may have highlighted the forces against change which could have prevented the resulting bankruptcy of the business and financial ruin of the director.

[bookmark: _Toc7360566]Brainstorming

Managers in the company could have been gathered for a brainstorming session with everyone having a say and the freedom granted to share any ideas and opinions on the move. Despite the fact that brainstorming is not a decision-making process it could have served to draw attention to the factors that the director clearly failed to consider. These ideas should have been noted down and seriously considered no matter how good or bad they were perceived to be. Brainstorming can be used at any stage of problem solving and involves people coming together and sharing ideas freely and without judgement or criticism. The discussions can be noted down and reviewed by anyone at any time. 
There can however be risks with brainstorming sessions that should try to be avoided such as becoming stuck on an idea or following the first person’s idea, this is called group thinking. Another problem could be people feeling uncomfortable about contradicting ideas of others and certain people at the meeting being unable to share ideas or have a chance to talk (Morgan, 2017).
The director was solely concentrating on the benefits of the move and convinced himself that it was the best way forward for his business. A brainstorming session where he was objectively listening to other people’s ideas and opinions could have resulted in the director broadening his perspective thus enabling him to consider the potential negatives and risks of relocation. 



[bookmark: _Toc7360567]Porters 5 forces

Porters five forces and Taylors theory of scientific management are also very useful tools that businesses can implement, Euro girl usefully used these tools to good effect and knowingly or unknowingly implemented the methods successfully.

The formation of the company in North Cyprus met the requirements of Porters 5 forces which considers the following five forces. 
1, Competitive rivalry 
2, Supplier power 
3, Buyer power 
4, Threat of substitution
5, Threat of new entry. 
[image: Porter's Five Forces Diagram]
Figure 4. (Mind tools, 2018)

[bookmark: _Hlk5038472]At the time of the company’s formation there were some competitors however most of their machinery was quite outdated compared to Euro girl which meant that competitors took longer to produce garments with lower quality output therefore competitive rivalry was not an issue. Euro girl could produce more efficiently, to a higher quality and deliver orders at a higher speed. Supplier power had a minimal impact as manufacturers would ship all materials from destination for production at Euro girl, Suppliers drastically raising their prices may have affected the manufacturers which in turn may have indirectly had an impact on orders however it would not directly impact Euro girl and was unlikely to happen as Europe had a healthy, stable economy and strong currency coupled with high competition in the sector meant that supplier prices were very unlikely to increase. Buyer power is always a factor however it would be something that the manufacturers and outlets needed to consider as Euro girl received income from production and had numerous manufacturers that it could produce for. Threat of substitution was minimal as North Cyprus was an unrecognised country therefore not easily accessible or attractive to foreign investors. The local competition was also unlikely to spend vast amounts of money investing on new machinery and infrastructure considering the risk of not getting a return on their investment. Threat of new entry was also unlikely as North Cyprus was an unrecognised country under economic embargo therefore was not an attractive proposition for foreign investors unless they knew the country well and were willing to ship via Turkey to break the embargo (Porter, 1979).

[bookmark: _Toc7360568]Frederick Taylor’s Scientific Management

Frederick Taylor observed great inefficiency in steel workers and noticed that they produced work well below their capabilities, he attributed this to soldiering. He believed the three things that caused soldiering were
1, workers believed if they worked too efficiently less of them would be needed and the risk of losing their jobs would increase 
2, low incentive wage structures where wages were not linked to output therefore if they did increase their output it would become the expected norm thereafter 
3, he believed that employees worked to standard methods rather than trying to optimise their methods through scientific research. 
Taylor introduced 4 principles of scientific management,
1, Replace standard methods with methods based on scientific studies.
2, Scientifically choose and train employees rather than remaining passive and allowing workers to train themselves.
3, employers should cooperate with employees to ensure the scientific methods are implemented.
4, try to divide the work as equally as possible between managers and employees to enable managers to implement the scientific methods and employees to perform the tasks (NetMBA, 2010). 
Euro girl implemented these by using division of labour, Assigning and training staff in chosen skills, employing line managers that worked with the staff and ensured employees implemented the required methods while managers worked side to side with the employees. 
Disadvantages of Scientific management
There may be certain disadvantages to using scientific management, while productivity may improve drastically and had a huge impact on the industry drawbacks include monotony of work, lack of skill diversity, significance of work are things that are lacking in scientific management (NetMBA, 2010).

[bookmark: _Toc7360569]5 performance objectives of operation

All corporations must have performance strategies that can be measured. The five performance objectives of quality, speed, dependability, flexibility and cost can be combined to benefit a business and play a central part in an organisations strategy and aid in identifying and resolving underperforming areas of the business. These five main factors affect the success of every business and play an important role in its failure or success.  Although Euro girl was very successful at achieving the 5 performance objectives of operations it is still worth mentioning as it is very useful tool to help managers identify, eliminate or improve problems. 
Speed is the time it takes to produce, develop or deliver products to customers and suppliers. 
Quality, Although the main thing that usually comes to mind is the quality of materials or build there are other factors to consider such as durability, ease of use, performs as intended and customer perception all contribute to a products quality.
Cost can be influenced by many factors, such as the volume of production, quality of materials used, how many variations there are of the product can all have an effect on cost. The lower the cost of production means more competitive prices for customers and higher potential profits for the business.
Flexibility involves being able to adapt production accordingly to meet consumer demands, to change, modify and adapt products that are produced. 
Dependability is being able to deliver on time at agreed costs and quality (Tutor2u, 2019).
[bookmark: _Toc7360570]Conclusion

In business the difference between success and failure can come down to one single correct or incorrect decision therefore it is very important to use all decision-making and problem-solving tools at your disposal. Having knowledge of and implementing the correct tools can increase your chances of success and minimise the likelihood of failure. Having strong connections and extensive knowledge of North Cyprus provided the opportunity to set up in a country where Euro girl could produce at competitive prices, tap into an abundance of skilled labour, have a superior business to his competitors and take advantage of very generous government incentives. Adding the director’s years of experience in the rag trade enabled the company to achieve great success. 
I believe that the directors lack of knowledge in regard to decision making and problem-solving tools and theories were a major weakness, when certain decisions needed to be made it was a one-man decision. This was a big problem as decisions taken by one person alone can be very subjective, past experience, beliefs, emotions and opinions play an important role in the decision-making process (Dietrich, 2010). Therefore it is vital to seek the opinions of others, to evaluate and compare ideas before coming to a conclusion. Using the problem solving and decision-making tools listed in this report would have highlighted risks of relocating the company to Turkey and could have avoided the catastrophic mistakes that were made.
Problem solving and decision-making tools may not always work or solve the problem, weaknesses and disadvantages can be found in any tool or technique however the chances of avoiding costly problems or solving problems that have already occurred are vastly improved provided the correct tools and techniques are used. It is recommended that problem-solving tools and techniques should be used and correctly combined to increases the chances of a successful and desired outcome.
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