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[bookmark: _Toc536530423]INTRODUCTION
[bookmark: _Toc536530424]Making a business decision requires critical analysis of two areas of interest, which include the external and internal environment. A model is used to determine how competitive Christopher’s business is and a SWOT analysis will particularly be used to vet for the best business idea in order to help him determine which option to take. This type of analysis is used to gauge whether Christopher has the ability to carve out a defensible business strategy that he can insulate himself fairly well from competitors.
There are different variables to be considered. Competitive rivalry is the first variable to look at.  Christopher should be concerned with the intensity of the competition. Typically, he should look at different things such as prices, capacity to handle or deliver orders, the size of the rivalry firms and so on. Another variable to consider is barriers he is likely to face if he chooses to have the shirts made in Southeast Asia. This involves what he has to overcome in the external environment. For example, different foreign exchange rates and tax rate policies that may affect his business. Exchange rate is the value of one nation’s currency in comparison to another. Assuming that the value of currencies in Southeast Asia goes high than the U.S dollar, then, this could meant that Christopher will be spending more money in making the shirts. On the other hand, tax rates may be different in the region in comparison to the U.S tax rates. This may affect the business especially, if he will be required to pay more than he expected. 
Outsourcing the design of the shirts whether it is in the U.S or internationally is a big decision. When making the decision, Christopher should consider pitfalls to avoid, for example, to ensure quality and consistence of making the shirts in Asia he need to consider craftsmen skill set in the industry. He need to make sure that if he choose to have the shirts made in Asia, he get what he is paying for. Also, it is important to note here that quality requires direct and constant oversight at the factory. When outsourcing overseas language and culture can be a major barrier to quality. One way to overcome this issue is having people who understands language and culture of the producing factory. This may be too expensive if the business does not have the capacity to hire new employees. 
[bookmark: _GoBack]To ensure that the business remains on a competitive edge, the business owner may be required to come up with a business strategy that could help him achieve the goal. There are two ways to do this, either by devising a marketing strategy or delving in a new market. One thing to note here is that the amount of risk taken by the business increases with entering or penetrating new markets. Therefore, to make the best decision, Christopher need to consider a lot of factors that are analyzed in the following sections. 


CONCERNS

	
	CONCERN
	TYPE
	SERIOUS
	URGENT 
	GROWTH

	1
	Quality is a big concern
	O
	H
	H
	H

	2
	Intensity of competition in the market
	P
	H
	H
	H

	3
	Making the shirts in Southeast Asian Factories could affect his business reputation
	PP
	H
	H
	H
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	TYPE
	
	Seriousness/Urgency/Growth

	P
	PROBLEM
	
	Low (L)
	

	D
	DECISION
	
	 Medium (M)
	

	O
	OPPORTUNITY
	
	High (H)
	

	PP
	POTENTIAL PROBLEM
	
	
	
	

	
	
	
	
	
	

	Key Concern
· Quality

Justification
Christopher is recognized for delivering high-quality shirts. This is an advantage with respect to other firms that make and sell similar shirts at a low prices. Moreover, many workers at Queens factory are highly skilled and Christopher has a good relationship with them. In addition, having worked with them for so long, the workers already know what his customers want and, therefore, guarantees high-quality shirts. Such a consideration with quality justifies Christopher’s pricing and choice of differentiated competitive strategy. 







	[bookmark: _Toc536530425]OBJECTIVE
	WEIGHT

	1. Quality assurance
	3

	2. Cost
	2.5

	3. Reliability
	2

	4. Working conditions 
	1.5

	5. Business Reputation
	1.3

	6. Travel Cost
	1

	Justification

The objectives should be put in a certain criteria that justifies their level of importance by assigning an index weight to each factor. 1 is used for the least important objective, which is travel cost and is compared to quality which is the most important objective. To show how many times quality is more important than travel cost, the weight for travel cost is tripled to give a weight of 3. This justifies the fact that quality assurance is the most significant factor that Christopher should consider when making decision on which factory to choose.  

Christopher is recognized for delivering high-quality shirts to his customers. This is an advantage with respect to other firms that are already in the market. Quality assurance justifies Christopher’s decision of continuing to do business with Queens Factory. 


 OBJECTIVES

[bookmark: _Toc536530426]


	ALTERNATIVE
	JUSTIFICATION

	1. Southeast Asia Manufacturer
	While Southeast manufacturer offers to make the shirts at a lower cost, the factor working conditions are not conducive for its employees. This justifies the fact that this might affect Christopher’s business reputation in a negative way. Another justification is that the factory is located in Southeast Asia, which may require him to incur an additional cost for traveling.  

	2. 
	

	3. 
	

	4. 
	

	5. 
	

	CONCLUSION

Considering the justification provided above, Christopher should not take the offer given by Southeast manufacturer. 



 ALTERNATIVES

[bookmark: _Toc536530427]


DECISION MATRIX

When making the decision about which factory should make the shirts, it might be tempting to opt for lowest cost factories such as that of Lirong Wu which is located in Southeast Asia. However, Christopher should remember that when making this decision there are other factors he need to consider such as quality, reliability, business reputation and so on. In this decision matrix, we are trying to decide which factory to choose for making the shirts. To use the matrix a list of criteria that include the factors of how to weigh his decision is created and it includes: the cost of making the shirts, quality, travel cost, and reliability of the factories. These factors are ranked in the matrix on their level of importance.  A way to score each alternative against the evaluation criteria is established. A scale between 1 and 5 where 5 is a good score and 1 being a very poor score is used. The alternative with the highest score is the winner and the decision in effect has been made. A rating scale which is based on a 5-point Likert Scale is also used to assign values to the alternatives. The objectives are ranked in order of importance. 

	
	
	ALTERNATIVE 1
	ALTERNATIVE 2

	
	
	Queens Factory
	Southeast Asia Manufacturer

	OBJECTIVE
	WEIGHT
	RATING
	SCORE
	RATING
	SCORE

	1. Quality
	3.5
	5
	5
	1
	5

	2. Cost
	3
	5
	5
	3
	4

	3. Reliability
	2.5
	5
	5
	2
	3

	4. Working Conditions 
	2
	5
	5
	1
	2

	5. Business Reputation
	1.5
	5
	5
	2
	2

	6. Travel Cost
	1
	5
	5
	3
	4

	Weighted Overall Score
	 
	 
	25
	
	20

	CONCLUSION

Alternative 1, which is Queens Factory gives the highest total score. This means that considering each factor in the list of criteria, Christopher has to continue doing business with Queens Factory. 





RISK ANALYSIS
	
	Probability (H, M, L)
	Seriousness (H, M, L)

	ALTERNATIVE 1:

	1. Christopher noted that Queens Factory has been struggling. This is risky for his business because Queens’ failure could also mean failure of his business
	H
	H

	2. High cost of making the shirts. This is a high risk because making the shirts at a cost of $52 is way too expensive. Assuming that Queens factory decides to increase the cost due to an increase in the cost of fabric materials, then, Christopher may not be able to compete with other stores that are selling similar shirts at a lower price.
	H
	H

	3. 
	
	

	ALTERNATIVE 2:

	1. Schedule Risk: In ability of the factory located at Southeast Asia to deliver the shirts within 3 weeks could adversely impact Christopher’s business. 
	L
	M

	2. Quality Risk: if Southern Asia factory does not make high-quality shirts, then, Christopher will risk losing his customers. 
	H
	H

	3. 
	
	

	CONCLUSION (Best Balanced Choice)

Considering that both alternatives have equal number of risks, alternative 2 seems to have a low likelihood of affecting Christopher’s business. It has a low and medium levels of probability and seriousness. Therefore, alternative 1 presents high risks for doing business.  






[bookmark: _Toc536530428]
STRATEGIC PLAN
Having identified all potential risks, Christopher needs to come up with a strategic plan for positioning his business at a profitable edge. To position it, he need to address all factors that deliver value and meet the objectives of his business. The strategy taken should serve various objectives by providing a position on the relevant strategic factors, which include price and quality of the shirts. 
In the unlikely occasion that a customer finds a company that offers high-quality shirts at a lower price, then, this means that Christopher’s business will be beaten on the spot. Therefore, he needs to come up with a strategy that will help his business create a position on quality, price, and customer services so he can be able to drive profitability. Marketing strategy will help achieve this goal. eHe  He should implement the 4Ps model to market and achieve the desired results. Price is one of the elements of the marketing mix that he should precisely think about. 
Queens Factory charges him $52 for each shirt it makes while Christopher has set his selling price at $100 per shirt. This selling price is too high compared with selling prices from other stores in the market. Assuming that other stores are able to compete on quality, then, Christopher’s customers are more likely to consider having their shirts made by alternative stores. With this realization, Christopher should make an amendment to ensure that a cost-based pricing is used. He should consider adding a markup let’s say 200% to the cost of producing one shirt so he can get a competitive selling price that he can compete on in the market. 
Although Christopher’s business is associated with high-quality, he should communicate this value by doing lots of marketing and promotions so he can attract even more customers. This way he will be able to make his business stay on top of its rivals hence beating up competition. On the other hand, the business should have the shirts made in proximate location to his business. This is the most convenient consideration for having the shirts delivered on time. 
Financial management is another aspect that will help Christopher stay in business. Last year, he did not make any profit. He sold 6,500 shirts at a cost of $48 i.e. ($100-$52) = $312,000, paid rent $100,000, salaries and wages $60,000 and $50,000 for other expenses. Financial management will help him manage revue generated and ensure that there is cash flow in the business. This way, he will be able to reduce extra expenses which reduces his profit margins. He also need to ensure that his employees offer excellent customer services so as to keep their loyalty. We all know that customers don’t like places where they are not treated well. So, for Christopher to keep the customers he already have and also attract new ones he need to ensure that his employees know how to handle them well. This is a major touch point as it can also be used to convert potential customers to loyal customers. 
[bookmark: _Toc536530429]EVALUATION PLAN
Evaluation is the judgement about how well a particular outcome turned out. To begin with, a formative evaluation should be done to determine whether or not strategies put in place are implemented. If not, the business owner should take immediate action. Also, if the strategies are implemented, then, an outcome evaluation should be done to see if the strategies help meet business goals e.g. drive revenue, assure quality to customers or even make profit for the business. 

[bookmark: _Toc536530430]CONCLUSION
[bookmark: _Toc536530431]After creating a decision matrix and doing a risk analysis, it is clear that the benefits for having the shirts made by Queens Factory outweighs those for the Manufacturer located in Southeast Asia. A strategic plan that focuses on quality and price will help the business stay in a competitive edge. Besides offering quality shirts, Christopher need to go an extra mile to marketing his business. This will not only help him increase his customer base, but will also increase profits.

APPENDIX A: PESTEL ANALYSIS
EXTERNAL ENVIRONMENT

	CHANGES
	STRATEGIC IMPORTANCE

	POLITICAL
	

	· Tax Rate
	This is dealing with the impact on business of decisions taken by government or politicians, for example, a high tax rate which is 30% has a direct impact on revenue and profit the business makes.

	· Competition Policies
	The government should design policies that regulates prices in the market. This will have a significant impact on prices hence guaranteeing fair competition. 

	· 
	

	ECONOMIC
	

	· Consumer Spending & Income Rate
	Christopher had been making shirts for wealthy customers who can afford to pay $100. By targeting this group, he ensures that his profits are higher and this has a direct impact on his revenues. 

	· Exchange Rates
	If Christopher chose to have the shirts made in Southeast Asia, then, exchange rates may have a direct impact on his selling price

	· 
	

	SOCIAL & CULTURAL
	

	· Changing Lifestyle
	Changing lifestyle would have a direct impact on the quantity of shirts Christopher’s store sells. If customers adopt new lifestyles, then, this could mean that the business will have fewer and fewer shirts made which could translate into declining profits. 

	· 
	

	· 
	

	TECHNOLOGICAL
	

	· E-commerce
	Technology has created a new arena for online shopping. If Christopher does not embrace this shift, then, his business may suffer a lot when all customers make the decision to do their shopping online. Similarly, this will have a direct impact on his business. Also, technology impacts the decisions between big data and dynamic pricing which has a significant impact on marketing decisions.  

	· 
	

	· 
	

	ENVIRONMENTAL
	

	· Ethical Sourcing
	Christopher was concerned that Southeast Asia factories provide poor working conditions and that if his customers realized that their shirts were made in these factories, they would stop buying from him. This could have a direct impact on his business revenues.

	· 
	

	· 
	

	LEGAL & REGULATORY
	

	· Minimum Wage
	A regulation on minimum wage may have a direct impact on costs of production and this may also impact revenues. 

	· Tax Rates 
	If Christopher chose to have the shirts made in Southeast Asia, then, he would expect to have tax regulations that are based on that continent. If they are higher, then, they can really affect his business revenues.

	· 
	

	ASSESSMENT OF MACRO ENVIRONMENT
There are many factors to consider when doing a PESTEL analysis for an external environment. Thinking about the political element, it is important to consider how the government intervenes the economy or regulates businesses. For example, Southeast Asia might have foreign trade policies, minimum wage policies, higher exchange rates that could influence the decision to have the shirts made in the continent. Considering such factors it could not be advisable for Christopher to opt for alternative 2 i.e. having the shirts made in Southeast Asia because in overall the external environment will have an impact on his business.  
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[bookmark: _Toc536530432]APPENDIX B: PORTER’S FIVE FORCES MODEL

INDUSTRY ENVIRONMENT

Competing sellers: new stores opened nearby and an online website selling similar shirts

Justification: New stores that are opened near Christopher’s store will definitely win some of his customers and this will have an effect on his customer base
Substitutes: 

Justification: 
Firms in other
industries
(substitutes)
  
Strength:











Competitive pressures coming from the market attempts of outsiders to win buyers over to their products




Rivalry among competing sellers

Strength:
_________
Competitive forces created by jockeying for better market position and competitive advantage
Suppliers
(key inputs)

Strength:
__ __


Competitive pressures growing out of ability to exercise bargaining power and leverage
Competitive pressures growing out of ability to exercise bargaining power and leverage
Buyers

Strength:
__ __








Suppliers: 

Justification: 
Buyers:

Justification: 
.


Competitive pressures coming from the threat of entry of new rivals






Potential
 new entrants

Strength:
___ ___






Potential new competitors: 

Justification: 










[bookmark: _Toc536530433][bookmark: _Toc402789716]APPENDIX C: SWOT ANALYSIS
INTERNAL ENVIRONMENT

	STRENGTHS
	WEAKNESSES
	OPPORTUNITIES
	THREATS

	
Ability to deliver high-quality shirts to his wealthy customers

Good relationship with customers and craftspeople working at Queens Factory
	 
 Burning Cash/Going at a Loss (last year the company did not make a profit). This is due to the high price of making the shirts. Each shirt is made at a cost of $52 while its selling price is $100. 

Negative Cash flows is a problem given that Christopher’s price is significantly high compared to that of other stores.   
 
	 
 To beat up competition, Christopher can still transition to selling the shirts online where he can target customers who do not have time to visit the store but instead prefer to do their shopping online. 

His business may have a large market share due to increased customer base. In a favourable scenario, this can be a great thing for increasing profits. 
 
 
 
	Increasing Competition 

Tax rate (30% tax rate is too high)

	CONCLUSION

It is very likely that Christopher’s business will experience challenges if he chooses to make the shirts in Southeast Asia, especially when he realizes the factory cannot produce high-quality shirts and inability to deliver orders in time. Other businesses may have an advantage of delivering high quality shirts on time and at a fair price.  Of course, there are numerous opportunities ahead of Christopher’s business in terms of economies of scale, which are increasing the quantity of shirts to meet demand and lowering the cost of making the shirts. To mitigate threats, Christopher might be required to start an online website so he can target online customers and increase his customer base. Competition from physical stores is a threat because they are taking away some of his customers hence putting his business at a risk of losing the market share.  



