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                                      EXECUTIVE SUMMARY

This report is prepared by management of Retail Department of company INCITY and contains the analysis of operation issues within organizations and recommendations for actions which will lead to improvement in company’s activity efficiency.

The company works in the fashion business in mass-market segment.

The report analyses the company’s position from the point of view of external and internal environment, company’s strategy and objectives.

 The main activities that create customer value are demonstrated by adapted Transformation Process model.
With the help of the analysis conducted by NIELSEN Group the problems in the sphere of retail are focused on by implementation of House of Quality Matrix.

Therefore the goals and activities of retail merchandising are considered in more detailed way.

Weakest points of retail merchandising management in INCITY are demonstrated by implementation of Cause and Effect diagram.

On the basis of the conducted analysis the proposed solutions were made and recommendations for improvement were given.
 Recommendations:

· To create the resource base to implement the project successfully

· Purchase of functional and quality equipment

· Activities on optimization of staff

· The implementation of IT systems meeting the demands of retail

· Structuring and creating the database of document flow

· Optimization of trade stock ( warehouse management)

· Implementation of visual merchandising rules

Implementation plan is also suggested.

The analysis of the implementation risks leads to the necessity of considering an alternative solution of the main tasks.

Such a solution is a partial transition of the retail to discount centers. But this solution has essential implementation disadvantages.
It’s possible to conclude that the benefits of proposals and implementation of recommended plan can be:

Tangible

· Reduction in operational costs – 15%.

· Increase profits in average – 15%.

· Expansion of the client base – 12%.

Intangible

· To increase competitiveness in the market

· Support of brand image

· Brand image advertising

· Optimization of company structure

2
INTRODUCTION

1.1. Company’s overview.

The company INCITY was established in 2004 as a manufacturer and distributor of office clothes for young women.
Currently the company deals with the manufacture and distribution of youth women’s clothing.

It is cut out
The company has a wide retail and franchising chain in Moscow, Saint-Petersburg and Russian regions (more than 200 stores). 

The INCITY brand is represented in the market by the wide range of women’s clothing models and accessories.
1.2. External Environment.

According to the estimations of DISCOVERY Research Group  the size of the Russian clothing market reached 40 billion dollars in 2007. This market has been increasing in 15-25 percent annually.

This growth pace was expected to be preserved in 2008.

However, due to the beginning of economic crisis in the Russian economy during the last 4-5 months the clothing sales have dropped in 15-20 percent.

In 2009 according to the best scenario the size of the market will not change, according to the worth –it will drop in 15-20 percent.
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The company manufactures fashion clothing.

However, according to market researches, in the mass-market the consumer is the “late explorer” and is not ready to appreciate fast fashion.

Taking this fact into consideration the Incity responds to the fashion demand with only 20 percent of its collection. The main product is basic clothing.
1.3. Internal Environment.

Within the  difficult economic situation the main goal of the company is to survive and reinforce its position in the market.

The main activities that create customer value are demonstrated on the Figure 3:
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· The shops visual merchandising (33% of respondents)
· The inner structure of shops (23% and 22% of respondents)
The remedy a deficiency of these problems will allow approaching the company to solve the strategic objectives such as:
· To reduce operational costs.

· To increase or retain profits in average.

· To increase productivity.

· To expand the client base.
· Support of brand image

· Brand image advertising

· Optimization of company structure
2.2. Statement and analysis of problems.
Based on the marketing research by NEILSEN Group and Retail main issues identification the House of Quality Matrix was applied.
Level of Importance to Customer rating from 1 to 7, Importance weighting ranging from 1 to 7 also.
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RECOMMENDATIONS

3.1. Proposed solution

Equipment.

Taking into consideration the conducted analysis and the poll among companies working with TradeX it may be concluded that this program meets all the expectations and has optimum price.
The results of the market research conducted in the company showed that customers pay a lot of attention to the internal and external decoration of the shop
 For these purposes modern and functional equipment is needed.
· It is cut out
· Low prices become more attractive within the economic instability and reduction of revenue.

· Some customers prefer to spend little money, going to discounter several times a month than to spend a big sum of money once a month in the brand shop.

· Traditionally discounters in Russia are situated in residential districts where customers live and transport costs to go shopping are not required. 

The company will have the following benefits placing the products to discounters:

· Big areas of discounters let place more products and use every square meter to get a profit. 

· Using flexible discount system to operate costs. The development of such scheme must take into consideration psychological aspect of visiting the discounter and be supported by marketing actions.

· Rent (price per square meter) of the discounter is cheaper due to non-prestigious location and an opportunity to save on staff and equipment.

So the following suggestion may be an alternative to the solution of the main strategic goals of the retail work:

· To estimate the profitability of all the chain stores and close the less successful ones.

· To open brand-discount centers.
Such policy will lead to the significant reduction of the company’s costs.

The disadvantage of the suggested solution is the necessity of large money investments.

4.3. CONCLUSIONS

Analysis of the problems of merchandising operations shows the weakest points needing an improvement.

 The proposal solutions are made.
The benefits of proposals and implementation plan can be:

Tangible

· Reduction in operational costs – 15%.

· Increase profits in average – 15%.

· Expansion of the client base – 12%.

Intangible
· To increase competitiveness in the market
· Support of brand image

· Brand image advertising

· Optimization of company structure

Major factors and risks which can hamper the implementation of the solution were considered.
BIBLIOGRAPHY
· Hayes, Robert H. and Wheelwright, Steven C, 1984, Restoring our Competitive edge: Competing through Manufacturing, N.Y., Chichester, Wiley.  From: Doran, D. (2004) Operations Management, Kingston Business School textbook, Kingston University.
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	Performance Objectives
	Customers of INCITY
	Customers of brands - competitors
	   Average

	Quality of product
	It is cut out
	It is cut out
	It is cut out

	Quality of service ( retail )
	It is cut out
	It is cut out
	It is cut out

	Design of products
	It is cut out
	It is cut out
	It is cut out

	Frequency of collection changes
	      4.9
	      4.3
	      4.6

	Design of stores
	      3.5
	      3.2
	      3.3

	Price available
	       6.3
	      4.9
	      5.6


Research of NIELSEN Group for Company INCITY
Представление анализа результатов опроса покупателей бренда INCITY проведенного компанией NEILSEN для компании INCITY. 
Представление анализа экспертных оценок компании INCITY.
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