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1. [bookmark: _Toc216716511]Introduction
Small and medium-sized enterprises (SMEs) operate in increasingly competitive and dynamic business environments, making effective problem solving and decision making essential for survival and growth. This report focuses on Green Haven Florists, a small independent and eco-friendly flower shop based in Norwich, United Kingdom. Founded in 2016 by Liam and Priya Patel, the business has built a strong reputation for bespoke floral arrangements and sustainable practices. However, over the past 12 months, the business has experienced a significant decline in performance.
The main issue facing Green Haven Florists is a 30% reduction in in-store sales, which has negatively affected overall profitability. This report aims to analyse the nature and causes of this problem, evaluate two alternative solutions, and justify the most appropriate option. In addition, a basic risk analysis will be conducted, followed by an action plan to implement the chosen solution. Finally, the report will discuss how the effectiveness of the implemented solution can be measured using suitable performance indicators.
2. [bookmark: _Toc216716512]Business Problem Analysis
2.1. [bookmark: _Toc216716513]Nature and Scope of the Problem

Green Haven Florists has experienced a 30% decline in physical store sales over the last year. The problem primarily affects the business owners, Liam and Priya Patel, as well as employees whose job security may be threatened if financial performance continues to deteriorate. The issue is located at the Norwich high street store, which has seen reduced footfall due to changes in consumer shopping behaviour and the closure of nearby businesses.
The timing of the problem coincides with a period of rising inflation and increasing competition from online flower delivery services. Many consumers now prefer the convenience, speed, and competitive pricing offered by large online retailers. Although Green Haven Florists has seen a slight increase in online orders, these sales have not been sufficient to offset the decline in walk-in customers. The financial impact of the problem is significant, as higher operating costs and lower revenue have reduced overall profitability.

2.2. [bookmark: _Toc216716514]Contributing Factors

Several internal and external factors have contributed to the decline in sales. From an external perspective, economic conditions such as inflation have reduced disposable income, causing consumers to be more price-sensitive (CIPD, 2024). Social factors have also played a role, as customers increasingly favour online shopping channels that offer convenience and home delivery (Kotler et al., 2023). Technological changes further intensify the problem, as Green Haven’s outdated website limits its ability to compete effectively in the digital marketplace.
Internally, the business faces limitations in digital marketing knowledge and online engagement. The owners rely heavily on word-of-mouth promotion and occasional social media activity, which restricts brand visibility. Additionally, the business’s commitment to sustainability results in higher material costs, particularly for eco-friendly packaging and locally sourced flowers. These combined factors have created a complex problem that requires a strategic and well-evaluated solution.

3. [bookmark: _Toc216716515]Alternative Solutions
3.1. [bookmark: _Toc216716516]Digital Transformation Strategy

The first potential solution is to implement a digital transformation strategy. This would involve redesigning the company website to make it more user-friendly, introducing online ordering and subscription services, and strengthening social media marketing efforts. By improving its digital presence, Green Haven Florists could reach a wider customer base and respond to changing consumer behaviour.
One major advantage of this solution is increased accessibility. Customers would be able to browse products, place orders, and arrange deliveries online, which aligns with current retail trends. In addition, digital marketing could improve brand awareness and customer engagement. However, this solution also has drawbacks, including the initial financial investment required and the need for training or external support to manage digital platforms effectively.
3.2. [bookmark: _Toc216716517]Cost Leadership through Local Partnerships

The second solution involves focusing on cost leadership by reducing operational expenses. This could be achieved by sourcing more flowers from local growers, reducing reliance on expensive imports, and offering simpler, competitively priced floral bundles. Forming partnerships with local suppliers could also strengthen the company’s sustainability image.
This approach may help reduce costs and appeal to price-sensitive customers. However, it has limitations. A reduced product range could limit customer choice, and this solution does not fully address the growing importance of online shopping. As a result, while cost leadership may offer short-term relief, it may not provide a long-term competitive advantage.
4. [bookmark: _Toc216716518]Evaluation of Alternative Solutions

To evaluate the two alternatives, the Plus-Minus-Implications (PMI) technique is applied. The digital transformation strategy offers significant long-term benefits, including increased market reach and improved competitiveness. Its main disadvantages are the upfront costs and potential skills gap. In contrast, the cost leadership approach offers immediate cost savings but may restrict growth and differentiation.
Overall, the PMI analysis suggests that digital transformation has stronger positive implications for long-term sustainability, whereas cost leadership is more limited in scope and impact (Mind Tools, 2023).

5. [bookmark: _Toc216716519]Selected Solution and Justification

Based on the evaluation, the digital transformation strategy is the most appropriate solution. This option directly addresses the root causes of declining sales, particularly changes in consumer behaviour and technological expectations. By enhancing its online presence, Green Haven Florists can compete more effectively with online retailers while maintaining its unique eco-friendly identity.
Porter (2008) argues that competitive advantage is achieved through differentiation and strategic positioning. Digital transformation enables Green Haven Florists to differentiate itself through personalised online services and sustainable branding. Although the solution requires investment, the long-term benefits outweigh the risks when compared to the cost leadership alternative.
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