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ASSESSMENT 2
MARKETING FUNDAMENTALS
ANALYSIS AND EVALUATION



Executive Summary
External and internal business environment analysis is important to judge the present situation of a business organisation in terms of its capability, resources, and opportunities. During the covid-19 pandemic, most of the business organisations had to close their outlets, and hence a decrease in the overall revenue became the cause of a deficit economy in the country. This report emphasised the internal and external business environment analysis of Marks and Spencer to evaluate the impact of the Covid-19 pandemic on the company's operations. 
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[bookmark: _Toc88932271]TASK 1: Internal and external analysis of a company
[bookmark: _Toc88932272]“Introduction”
The Covid-19 pandemic had done serious damage to the business organisation and the labour market in the United Kingdom. Around 7.6 million jobs (24% of the total UK workforce) were at risk due to the lockdown scenario. Marks and Spencer also faced a huge revenue loss due to labour shortage, and supply chain disruptions. The report aims to assess the detailed impact of the coronavirus pandemic upon the business functionalities of M&S. In that regard, an internal and external business analysis of M&S is done by using appropriate models and frameworks. 
[bookmark: _Toc88932273]“Discussion”
[bookmark: _Toc88932274]“Definition of marketing”
As opined by Syafril et al. (2021) marketing is the action of promoting products and services of a business to reach wider audiences and drive sales rates. The purpose of marketing is to stimulate the demand for a particular product in the marketplace and escalate the sales rate of that good. Marketing pertains to each aspect of a business involving product development, methods of distribution, and advertising. The fundamental purpose of marketing is to generate more revenue for the business organisation and help in making a good reputation in the market. Capturing the public's attention, educating them, and converting potential buyers to loyal customers is the aim of marketing. Currently, most of the organisations in the UK use digital marketing methods through social media, email marketing, SEO, PPC, content marketing, video marketing (Zhu and Gao, 2019). Apart from that, television advertising, Billboards, print ads, broadcasting, and hand-outs are also used as traditional marketing tools. 
[bookmark: _Toc88932275]“Main stages in the marketing process”
The five main stages of the marketing process are setting a mission, situational analysis, developing a marketing mix strategy, and lastly the "implementation and control" [Refer to Appendix].  
· “Setting a mission or objective”
Every marketing campaign or strategy has a particular aim to accomplish. These objectives are set by focusing on the company’s corporate goals, vision, and long-term plans. For example, the marketing objective of M&S is to inform people of their sustainable diversified product range and make a good brand and reputation in the marketplace. On the other hand, Amazon has set marketing objectives to promote the affordability and high availability of its products. 
· “Situational analysis”
As illustrated by Straková et al. (2018) situational analysis involves deep market research to evaluate the trend and patterns in the present internal and external business environment. Situational analysis is important to identify the growth opportunities in front of a business organisation and find out its potential threats in the marketplace. The marketing unit of Marks and Spencer evaluates the competitive forces, the threat of substitutes, and the macro business climate with effective tools to make a strategic marketing plan for business growth. 
· “Formulating a marketing plan”
A marketing plan lays out all the making strategies, advertisement activities, and other plans that will be incorporated in the future to attain the set objectives (Han et al. 2019). Every big business firm has marketing units that are responsible for formulating such plans. To promote the sustainable products and services of M&S, the organization had formulated a plan to bring back its “Look behind the Label” campaign in the UK's marketplace (The Drum, 2021). 
· “Marketing mix strategy”
Marketing mix refers to a tactical and controllable tool that is used by business organisations to make the marketing strategies more viable as well as to get a positive response from the target consumers. Philip Kotler and Jerome McCarthy first proposed the concept of the marketing mix. As mentioned by Blut et al. (2018) the use of an accurate marketing mix helps retailers to understand what types of goods or services they should offer in the marketplace, assists them in setting accurate price rates and using proper advertising strategies to attract consumers. 
[bookmark: _Toc88932276]“Macro Environmental Analysis”
The major components of the macro-environment include different physical forces, socio-cultural forces, political forces, demographic forces, legal forces, and technological forces that influence the operations of business organisations. The analysis of the macro-environment includes the evaluation of the different components of the external environment and changes in the nation's inflation rate, GDP, social trends. The advantage of macro environment analysis is that it helps in future forecasting of the economic position of a company as well as assist in the decision making of budgeting and monetary investment. However, the disadvantage is that macro-environmental factors are very fragile, dynamic, and tough to collect data. According to the thoughts of Ulubeyli et al.(2019), business organizations use the PESTLE framework to evaluate the impact of the macro-environment on their business functionalities. Therefore, this tool is used to examine the positive and negative influence of the macro-environment on the growth objectives of Marks and Spencer. 
[bookmark: _Toc88932277]PESTEL Framework
Political Factor
Political factors include the laws and decisions taken by the Government which help in deciding the political stability within the country. Being one of the most powerful nations on the entire globe, the United Kingdom's major political decisions are taken by its parliament (democracy) and constitution (monarch). However, the political stability of the country has been reducing for the past 3 years. In the year 2019, the stability of the political environment in the UK was 0.54, which decreased to 0.47 in the next year (TheGlobalEconomy, 2021). The major issues and complexities in the political environment have been created by the Brexit decision. In the current globalised market, most business organisations have a very complicated supply chain system. The organisation that used to import materials from EU27 have faced a huge issue in supply chain management due to the Brexit decisions (Deloitte, 2021a). Marks and Spencer also faced similar kinds of problems with the onset of the Covid-19 pandemic and Brexit because of the low visibility of the suppliers in the marketplace. Along with that, the company has faced issues with labour market shortages that hampered the overall workflow and functionalities. Hence, the political factor is unfavourable to M&S as attaining the growth objectives by the organization is very tough in this chaotic environment. 
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Figure 1: UK’s Growing Political instability
(Source: the global economy, 2021)
Economic Factor
One of the richest and biggest economies of the world is present in the United Kingdom. As highlighted in the report of PWC, 2021, the United Kingdom may become the “fastest-growing G7 economy” (instructed in the future forecasting) by the end of 2050. An annual economic growth rate in the UK is estimated to be nearly 1.9% (PWC, 2021). According to the report of PWC, 2021, it is also indicated that long-term and stable economic growth of the UK can outpace some of the leading EU nations, for example, Italy, Germany, and France (PWC, 2021). However, in 2020, the coronavirus pandemic has led to a drastic decline in the GDP of the UK and gave birth to a deficit economy. The country, although revived very fast, and the monthly GDP in August escalated by 0.4% (ONS, 2021). The GDP forecasting by “Trading Economics global macro models” indicated that the UK's total GDP rate will become 2860.00 Billion US dollars by the end of 2021 (Tradingeconomics, 2021a). Although the overall economic factors are in the favour of the company, the however slight negative impact can be imposed by the growing inflation rate. The inflation rate of the country is growing which is indicating an inappropriate fiscal policy. A 3% escalation in the average inflation rate is seen in the United Kingdom which is a negative factor for the sales rate growth of M&S.
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Figure 2: UK’s GDP rate
(Source: Tradingeconomics, 2021a)
Social Factor
Due to the Covid-19 pandemic, many people have lost their jobs. However, due to the government's effective policies and schemes, the average unemployment rate of the country has reduced significantly over the past few years. In August 2021, the unemployment rate in the UK decreased by 4.5% (Tradingeconomics, 2021b).  During the coronavirus pandemic and lockdown scenario, most of the residents in the UK prefer to shop from online websites. Hence, most business organisations also invested more in their digital marketing and online sales. Therefore, the online shopping trend became very popular. As the data suggested the overall sales rate in different online platforms increased by 46.1% in the UK in 2020. Apart from that, it has also been found that one faith in clothing sales came from the online shopping of UK residents (Coppola, 2021a). Therefore, it can be stated that the socio-cultural factor is favourable to the company as M&S's will get the opportunity to witness an e-commerce sales boost. 
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Figure 3: An unemployment rate of youths in the UK
(Source: Powell, Francis-Devine and Clark, 2021)
Technological Factor
Since 2014, the UK's government has spent more than £2.3 billion on the incorporation of Artificial Intelligence in every private and public sector (GOV, 2021a).  The government of the country has also announced about launching a "10 years National-AI strategy" to make the nation the technological superpower in the entire globe (GOV, 2021a). Apart from that, the UK’s government has given a sharp focus on Research and Development and targeted to invest around 2.4% of the country’s GDP by 2027for that purpose (Rhodes, Hutton, and Ward, 2021). Therefore, it can be evaluated that, the technological factors are favourable for Marks and Spencer as the organization can maximise its working potential with the help of the latest technologies in operation. 
Legal Factor
All the business organisations in the UK need to follow the strict business laws and legal structure of the country. The "Employment Protection Act 1978", "Equal Pay Act 1970", "Sale and Supply of Goods Act" are some of the most important business laws in the country (ICLG, 2021). There is also an NMW (National Minimum Wage) policy that indicates that business organizations need to provide a minimum wage of £8.91 for workers aged 23 and more (GOV, 2021b). The VAT rate is 20% (GOV, 2021c). The vat rate is also appropriate for business expansion. Hence, the overall legal factors are favourable for the business of M&S. 
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Figure 4: “National Minimum Wage” in the UK
(Source: GOV, 2021b)
Environmental Factor
The names of a few environmental laws in the UK are “Control of Pollution Act 1974”, “Energy Act 2020”, “Climate Change Act 2008”, "Environmental Protection Act 1974" (Field, 2021). The government of the country is taking some major steps to use green energies to make the country a more eco-friendly nation. The environmental factors are also favourable to M&S's business as it supports the “Environmental, Social and Governance (ESG) strategy".
[bookmark: _Toc88932278]“Impact assessment of Covid-19 (macro-environment factor) on retail business of UK”
The retail industry in the United Kingdom is severely damaged by the coronavirus pandemic. Although the food and the daily essential market has been able to survive, the clothing business, furniture and other non-essential retail markets have been damaged due to the economic recession caused by the pandemic. The product mix has been changed and retailers thrived for new partnerships. Customers preferred more sustainable products through contactless transactions (Deloitte, 2021b). Due to labour shortages and supply chain disruption during the lockdown scenario, most business organisations have faced financial loss. The clothing revenue of M&S declined by 25.1% and in-store sales declined by 46.5% (Walker, 2021). In the UK, the overall retail sales value has decreased by 3 million British pounds in 2020 compared to the previous year (Statista, 2021).  However, the sales revenue of Tesco, one of the biggest rivals of M&S increased in 2020 and 2021 compared to the previous years (Blázquez, 2021a). At the onset of the Covid-19 pandemic, the e-commerce retail sales have increased dramatically and the sales rate has touched around 100 billion British pounds in 2020 (Coppola, 2021b). Therefore, online retailers have grabbed 
most of the profit from the marketplace. 51% sales growth has been reported by Amazon UK in 2020 (Ecommercedb, 2021).     
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Figure 5: “UK’s Retailer perceptions on the impact of Covid-19 pandemic on sales in the 2020”
(Source: Statista, 2020)
A downward trend in the overall revenue growth of Marks and Spencer is seen in the UK market. At the initial stage of the Covid pandemic, the revenue generated goes to -3%. In 2020, it went -1.9%, and in 2021 the revenue generation went to was -11.9%. 
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Figure 6: Downward revenue trend of M&S due to the global pandemic
(Source: Blázquez, 2021b)
[bookmark: _Toc88932279]“Porter’s Five Forces model”
As opined by Akter et al. (2020) the competitive advantage of a business organisation refers to those specific attributes that enable the companies to outperform all of their rival groups from the marketplace. Porter’s five forces analysis is a necessary tool to examine the impact of competitive forces upon the business functionalities of a firm. Coronavirus pandemic has negatively affected the sales rate and revenue generation of Marks and Spencer. The group sales of the company have reduced by 11.9% in 2021 (Blázquez, 2021b). To recover from the crisis, the company needs to assess the influence of other competitive forces upon its sales rate, and modify its service features as per the current requirements. In that case, Porter's five forces is a helpful tool. However, the disadvantage of the model is that it only focuses on the short-term variations of factors and shifts towards chronological thinking.
· “The threat of New Entry” (Very Low)
Since 1884, M&S has been operating a successful and ethical business in the UK's marketplace. The company has a very strong supplier base and distribution channel. Due to this reason, new entrants can not easily compete with the company. The UK's government is highly supportive and concerned about new start-ups. There are many governmental policies to help the growth of new ventures. For example, in the "future fund" policy, the government of the United Kingdom has announced £1bn monetary support to new start-ups (Steve O'Hear, 2020). Although M&S will not receive this type of assistance from the Government, it will still be in a more superior position than new entries due to its strong organisational infrastructure, highly skilled employees and good brand recognition in the marketplace. New entries, on the other hand, may face difficulties in business sales due to low recognition, and a weak supplier network. 
· “Bargaining power of suppliers” (Moderate to high)
The coronavirus pandemic, economic recession, and the Brexit decision all together have made a shortage in the supplier market. Hence, the demands of the supplier increased. In that case, suppliers may have the power to make fluctuations in the price of raw materials as per their benefit. Therefore, the risk of high bargaining power of the supplier appears. However, in the case of Marks and Spencer, this threat is moderate as the company has its own strong and loyal supplier base.
· “Competitive Rivalry” (Very high)
The retail market of the United Kingdom is very competitive. Competitive rivalry means the level of battling is present between the existing companies within the same sector. Being one of the most popular multinational companies in the UK, Marks and Spencer has many rivals as well. ASDA, Tesco, Aldi UK, Debenhams, Next, and Sainsbury's are the primary rivals of the company. Although M&S has seen a huge financial loss due to the pandemic, the scenario is different in the case of Sainsbury's and Tesco. Sainsbury's has made 1.9% growth in 2019, and a profit of more than “200 million” British pounds in 2020 (Sainsbury’s, 2021). All of these rivals have enough resources and capacity to outpace M&S from the market with strategic plans. Hence, this threat is very high for M&S.  
· “Power of the buyers (High)”
In the United Kingdom, there are around 306,985 “retail outlets'', and “208,795 retailers” (Retaileconomics, 2021). In the globalised market, any kind of product is easily available in front of customers. Residents of the UK have many options to choose their products from. Hence customers will hold the highest power to decide the company's business growth. Consumers may buy products from other companies apart from M&S if they get favourable deals and offers. Therefore, it can be evaluated that, this threat is high for M&S. 
· “The threat of Substitution (Moderate)”
There are many SME's in the UK that sell similar products like M&S at comparatively low prices. For many consumers' price rate decides their purchasing decisions. They may get infected by these low-cost substitute products and it will damage M&S’s business.  
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Figure 7: “Porter’s Five Forces Analysis”
(Source: Self-developed)
[bookmark: _Toc88932280]“SWOT Analysis”
According to the thoughts of Engidaw (2021), a business organization's internal environment influences its overall performance. The internal environment comprises human resource capabilities, value proposition, corporate image, equipment, and resource management procedures. In this report, a SWOT analysis is used for the identification of M&S's internal strengths, weaknesses, opportunities, and threats. 
Strength
Marks and Spencer has a very skilled human workforce, who are properly trained and dedicated to the company's success. A huge number of employees (78000) is the strength of the company (MarksandSpencer, 2021a). The company has hundred global websites and more than 1509 stores (MarksandSpencer, 2021b). The international reach and strong supply network is the strength of the company.  
· Weakness
According to the latest news Marks and Spencer is facing issues with product shipping in the United Kingdom (BBC News, 2021). The financial performance of M&S in the international market is also poor. Issues in exports due to labor shortages are also a weakness of the company. 
· Opportunity
M&S can revive from the sales loss in the post-pandemic market environment by focusing on digital marketing strategies. There is an opportunity to spend on IT infrastructure improvements and Artificial Intelligence. 
· Threat  
Huge competition in the retail market is a major threat for M&S. Rivals like Next, Debenhams, Aldi UK, ASDA, and Tesco can outpace M&S from the market. The company may face issues to bring changes in leadership style and organizational structure in the post-pandemic time due to lack of human resources.  
Advantages and disadvantages of SWOT Model (Reference)
Advantages:
· The advantage of using a SWOT tool is that it helps in understanding business in a better way and assists the firms in minimizing risks. 
· The model helps the organization to develop strategic thinking by emphasizing the strengths and building on the identified opportunities (CIPD, 2021)
Disadvantages:
· The disadvantage is that a lack of hierarchy in the model leads to inappropriate decision-making.  
· The model is highly subjective if the right information regarding the parameters are not available (CIPD, 2021)
[bookmark: _Toc88932281]“Segmentation, Targeting and Positioning”
Segmentation
· Demographics: The products of M&S are available for customers of all genders, races, ethnic backgrounds, and colors. Lower middle-class income groups to upper-middle-class groups can buy the products.
· Psychographic: Customers who love to use quality products in affordable ranges can buy M&S’s products. 
· Behavioral: Customers who are comfortable in offline and online shopping are preferred. 
· Geographic: M&S is present in both the UK's market and in the international market. Customers can buy products from the company’s website as well from different locations. 
Targeting 
The main target customer group of M&S is the males and females belonging from the middle-class income group, and love to shop quality products at affordable prices. The company uses differentiated targeting. 
Positioning
[image: ]
Figure 8: Positioning Map
(Source: Self-developed)
[bookmark: _Toc88932282]“7Ps of Marketing Mix”
Product: M&S sells clothing ranges for men and women, footwear, home decor items, gift items, and beauty products. The company invests a lot of money in R&D to maintain the good quality and reliability of the products. M&S also has products for kids and offers financial services to the customers. Marks and Spencer use different types of advertisement campaigns, and use digital marketing strategies for branding purposes. 
Range branding permits expansion of the brand into other nearby places with complementary products which further supports the utility of the primary product of the brand. Paying heed to this strategy, M&S took the move to start selling clothing lines from its competitors such as Hobbs, Joules, as well as White Stuff (Marketing Week, 2021). This “range branding” is expected to help the brand pull in more customers thereby “turbo-charging” their online sales volume. M&S introduced brand extension by adding external brands alongside the down-core M&S labels. This exciting “Product” mix is expected to offer the brand’s consumers such legacies which they already prefer and introduce them to the brands in the process. 
Price: M&S uses a seasonal pricing strategy, and gives discounts to attract new customers. Most of its products are affordable for middle-class income people. The company also obtains a "competitive pricing strategy”, and “dynamic pricing strategy” (MarksandSpencer, 2021a). 
Place: M&S is a multinational company and has around 1509 stores (MarksandSpencer, 2021b). All the products of the company are available in the physical stores. The customers can easily purchase products from the e-commerce website of M&S. The company also offers the option for international delivery on some specified products. 
Promotion: The company uses influential marketing techniques, SEO, and television commercials to advertise its product in the marketplace. The "Biggest ever quality campaign", " 'It's On' " campaign, "'Re-Marks-able Value' campaign" is the most famous campaigns of the company. 
People: The company has 78000 highly skilled employees (MarksandSpencer, 2021a). The staff is divided into different departments as per their excellence and skills. Customers get the necessary assistance from the sales staff and in-store staff while making any purchase from the company.  
Process:  The marketing team of M&S gathers insights regarding the current market trends, and the production team ensures the pear modifications of products as per customer requirements. When a consumer purchases a product from the M&S website, he/she can easily track the delivery process. 
Physical evidence: All the products of M&S have their official logo on them. Customers receive a valid receipt when purchasing any product from the company.  

Process 1: Incurring proper market segmentation to know whom to communicate
Ing et al. (2020) elucidated before marketing a product in the market it is necessary to understand that the entire customer base is not thriving for the products of Marks and Spencer. By tailoring the common characteristics-based customers, Marks and Spencer can understand the actual Demographic vision for the newly launched winter collection. Additionally, the personal attributes, ethnicity, gender, and occupational factors of a customer can justify the segment of the market. Secondly, Geographical notion is the purpose that can change the understanding ability and creative accumulation of the customers towards the products. People from cooler regions would surely prefer a Double-Breasted Relaxed coat as it will cover the chest area and can develop a warm-up feeling. Psychographic factors have been considered in the case of segmentation as different people have different personality traits and choices of lifestyle (Varley et al. 2018). People from strong cultural domains hardly appear in Stain V-necktie Sleeve Midi Wrap Dress. Lastly, the Behavioral context of the loyal customer can define the segmentation process. In this case, customers always focus on the beneficial part of the product. 
Process 2: Adopting essential communication techniques to reach the segmented market
This is the second step where Marks and Spencer need to examine the target market by founding the most attractive communication technique of the organization. In this process, Wuryandani et al. (2018) articulated that in case the Criteria Size of the customers is small then making it small as much as possible to grab the attention of the customers. The marketing team of Marks and Spencer needs to create Differentiation between the existing segments and follow up measurable possibilities in the organization. Financial proportionality is another factor in making purchasing decisions. As per the research from Prima (2021) the Animal Print Body dress has the lowest price near about £25. This Ghost London collection has created a revolutionary change in the Tea-dresses, wrap dresses, and Jumpsuits. Wang and Chang (2021) commented that Accessibility is the factor that needed to be considered in generating essential communication. Differentiation in the benefits portrays that different target customer segments must get different benefits from the market to be in the lineup process.  
Process 3: Communicating the offerings of the brand
Ing et al. (2020) commented that marketing mix and STP strategies both are connected factors, therefore, to analyze the position of the product it is necessary to study the location and locational needs of people. The Unique Selling point can change the positioning point of view and change the persistence of the product segment. By communicating the value proportion and explaining the market competition the appreciation from the customer base can be generated. The campaign towards greater extension can change the attribute’s position in the market. The winter and autumn collection of Marks and Spencer need to be placed through appropriate locational approaches (Marksandspencer, 2021a). The value proposition can change the effective requirement and selling proportions of the product by accumulating customers'
[bookmark: _Toc88932283]“Conclusion and Recommendations”
In conclusion, the overall business of Marks and Spencer got heavily decreased by the Covid-19 pandemic. To evaluate the impact of this global pandemic upon the company's external and internal business environment, the PESTLE framework, SWOT tool, Porter's five forces model has been used. In this section, some recommendations have been given to the company so that M&S could easily revive from the pandemic crisis. 
· M&S is recommended to invest more capital in Artificial Intelligence, cloud services, big data analysis, and machine learning programs. In this way, the cost of manual work will be reduced, as well as the overall potentiality of the organization will be maximized.  
· M&S is suggested to open more international branches and focus more on digital marketing techniques. As most people are currently present on social media sites, hence using this platform for advertising purposes will help the company attract more consumers easily. 
· In the future, the company may focus more on market penetration strategy and product development strategy. The use of AI and digital marketing will help in penetrating the UK market, whereas, developing more sustainable products will help in expanding the business.   
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Figure 1: Marketing Process Overview
(Source: Self-developed)
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