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EXECUTIVE  SUMMARY

Debenhams Plc., well-loved multichannel department store with British heritage of over 240 years that sells huge range of products and services from beauty product and fashion designers’ items to furniture, has come a long way with its success and reputation in quality of products, service and consistency. Its main customer segment is upper-middle class and middle-middle class. Recently, it is facing slump in profit and sharp fall in share price. Some of the main reasons are trailing economic recession, government austerity measures, Brexit uncertainty, online-competitors and not-optimum management. Many British people want to see the brand come back healthy again. 
This report is about how to find options of  directions towards solving Debenhams’ current problems. We proceeded in classical rational problem solving approach supplemented with creative approach. First, data about the company and its external business environment were collected. Then those  were systematically fed into  Classical analytical problem solving tools PESTEL  analysis (Political, Economical, Sociological, Technological, Environmental, Legal external business environmental factors that are favourable or unfavourable), Stakeholder analysis (Assessing  influencing power and interest of people or organisations who can affect or be affected by the project of the business towards  winning their support )  and SWOT analysis ( Internal Strenghs, Weaknesses and external Opportunities, Threats.). Some associated thinking tool such as Brainstorming (Looking into all possibilities without preliminary judgement, build on and then assess) was applied.
By matching strengths with opportunities some direction of actions to improve the business were found and by matching strengths with threats some directions - to eliminate the threats. Few ways to reduce the weaknesses appeared as well. Some of the solutions found are to sell burdensome stores to raise cash to invest on organic growth such as finding improved and new quality products,  to extend the  focus on untapped segments of customers such as rich class, to focus on improved online marketing and selling.
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INTRODUCTION

Debenhams started its journey in 1778 as a draper shop and with its consistent reputation in quality of products, services and fashion designer items it grew bigger and bigger. Now it owns 165 stores in the U.K., 17 in Ireland and Denmark and 70 franchised in other countries. It sells large array of products and services such as beauty products, fashion designer items, home items, clothing, shoes, electrical goods, toys & gifts etc. It is trades on-street and online.   Its main customers are of upper-middle class (35%) and lower-middle class (31%) (statista.com, 2015). This household brand with British heritage is loved and respected by the British and others.
Now it is grappling with complex problems that negatively contributed to its profits and share price. This report is about how to visualise the current internal and external situation related to the business, find the causes of the problems and the directions of actions to solve those problems  and  bring the business back to its healthy state.














	


FINDINGS

THE  PROBLEMS: 
About 90% share price down in a year to 3.8p and £300m debt. It is thinking of closing 50 of its stores (Butler, 2018). With £2.9 bn sales profit dropped by 65%  to £33m (Debenhams Plc., 2018).  
THE CAUSES (MAIN): 
Debenhams is now under threat from online rivals Amazon, Asos, beauty specialists Cult Beauty, Freelunique etc. (Butler, 2018). Lack of proper investment on development and upgrading made the premises and products good and functional but not fashionable enough.  Many premises are on long and expensive lease. Promotional Blue cross sale made regular customers holding on and wait for promotions again Chapman (2018). The existing designers are not showing enough effectiveness and Brexit is making Debenhams shoppers more cautious (Wood, 2018). Trailing recession, austerity, Brixit uncertainty are the economic and political truth. Middle class as main segment  is shrinking and their income is not growing fast enough ( O’Connor, 2017).
THE GOAL: 
Specific, Measurable, Action-based, Resourced, Time-bound goal setting can be used Chartered Management Institute( 2013):  Debenhams’ cutting ineffective running cost by 20% ( relative to the business volume), sales increment by 20% in optimally reduced number of UK stores ( reduced by 50), pay off debt of £300 m and make it healthy-profitable again in 3 years time.
FINDING OPTIONS OF SOLUTIONS: 
Thinking technique:
 Brainstorming is a technique of from-within and lateral thinking individually or in a group to find root causes of problems, solution to problems or to generate creative ideas which includes collection of relevant data ( including opinions and ideas) without preliminary judgement, then think, build on and assess( mindtools.com, 2018). 
Rational Analytical Tools: 
Most common rational analytical tools in finding options of solution and their  sequence  are as follows: PESTEL analysis,  Stakeholder analysis and  SWOT analysis (Boddy and Paton, 2011).
PESTEL analysis
PESTEL  analysis is a technique to identify opportunities, risks and threats in the external business environment  and find their relationship with the performance and growth  of the  organization where P is for political, E – economic, S – sociological  , T– technological, E – Environmental   and  L – legal  issues according to Mullins (2016).
For  this assignment we would consider only 3 aspects i. e. Political, Economic and Sociological for  Debenhams PESTEL analysis.
Political: 
Positive factors 
· Brexit can facilitate investment in Out-EU countries. More UK citizens jobs for overall more spending power of  British consumers in Debenhams.
· Good political and business relationship with many rich countries.
· Free market economy.
Negative factors
· Uncertainty of Brexit terms is causing uncertainty in economic and business environment (Outsourcing products and labour from EU may become more costly). Consumers are cautious about future.
· On-street trading tax is higher than online trading. 
· Rising minimum wages, and mandatory business responsibility for employee pension.
Economic :
Positive factors: 
· Pound is lower (oecd.org, 2018). Foreign customers can buy more. 
· Inflation is 2.2% (Office for National Statistics, 2019). So, running cost low and easier for customer to buy. 
· Short term Interest rate- 0.8%, long term interest rate- 1.5% (oecd.org, 2018). Easy to borrow. 
· Unemployment rate 4.3% of labour force (oecd.org, 2018) but many of the employed are not in  full time employment. So, fair availability of employees.
Negative factors: 
· Pound is lower and raw material’s cost in supply chain countries are rising. So, outsourcing more expensive.
· Unemployment is rising in middle class - less spending power. 
· Rent, business rate, transport cost, utility bills are  rising.
Sociological : 
Positive factors :
· 94% household are using internet, 88% people are having mobile broadband and they are rising (oecd.org, 2018).
· Spending on eating out  and leisure are increasing (Debenhams Plc.,2018)
· Percentage of  over 65s are growing and population percentage of ethnic minorities is increasing too (kingsfund.org, 2019). 
· More health conscious people are taking exercise seriously.
· Rich class and poor class are growing in numbers.  
Negative factors : 
Middle class is shrinking and their wage growth has been poor because of recession,  austerity and automation ( O’Connor, 2017)..
 
Stakeholder analysis: 
It is an analytical process of identifying the stakeholders ( people or organisations that has  direct or indirect interests in the success or failure of the project and can influence and be influenced) , assessing their interest in and influencing power on the project with the aim to gain their positive support ( money etc.)   or minimse their negative influence (CMI, 2018). 
Steps of  SA (Manchester Metropolitan University, No date)  :
Identify stakeholders and their likely interests in the project’s success or faiture:
Collecting these information about stakeholders can be done by presenting the information about the project ( objectives, strategies, expectations etc.) and directly interviewing the stakeholders and from people knowledgeable about the stakeholders and the project in hand ( worldbank.org, No date).  
Prioritise identified stakeholders: 
Classify the stakeholders according to their level of influencing power ( P) (position, authority, money etc.) over and financial, emotional and political interests ( I ) in the success or failure of the project measuring the relevant weight (1-10). We would colour-code supporters in green, adversaries in red and neutrals in purple.
Intermal Stakeholders ( Direct part of and employed by the organisation):
Owner / Board of directors (S1) : Supply of money, decision making power, interest in making profit. P 10 – I 10.
Managers (S2) : Problem solving, decision making and maintaining productivity on the floor. High interest in reputation, promotion.. Risk in opposing certain strategies. P8 – I 8 .
Associate Employees (S3) : P4 – I8  .
External Stakeholders ( Not direct part of, not employed by the organisation) :
Shareholders (Contractual) (S4): They can invest more money or withdraw shares depending on the projects feasibility, performance and results. P10 – I10  .
Suppliers (Contractual) (S5): For supplying exclusive products and its consistency they are important. They can stop supplying and giving credits. Their interest is in selling more to Debenhams. P6 – I10.
Creditors (Contractual) (S6): Financing power. Their interest is in making interest money. But environment is risky. P9 – I6 .
Customers (S7): Vital for the project’s success. Their feedback, money spent. P10 – I8.
Government authorities (S8): Power to apply laws to allow or block the project. Interested in citizens’ employment, getting tax etc. P10 – I8  .
Competitor like Amazon, M&S, Cult Beauty, Tesco, Argos etc.(S9): P3 – I7
Trade Unions (S10): P3 – I2.
Media (S11): Publicity, advertisement etc. P8 – I3
Community (S12): P2 – I4  .
Create a Stakeholder map and put these findings in the Stakeholder Map:
 For that we would use Mendelow’s matrix (Mendelow, 1981, cited in Thomson, 1918).
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Figure 1 : Mendelow’s Matrix





Interpretation of Mendelow’s  Matrix:
High-power, high-interested stakeholders (Manage Closely): make the best efforts to fully engage them for their support ( financial, intellectual, political, legislative etc.) and satisfy them.
High- power, less-interested stakeholders (Keep Satisfied): put enough effort to keep them satisfied (inform about the progress). 
Low- power, highl-interested stakeholders (Keep Informed): adequately inform them about the progress and allow and consider their opinions. 
Low power, less interested stakeholders (Monitor): use least effort and keep facilities for them to access general information about the project.
Develop strategy and communicate with the stakeholders: 
Effective communication suitable for different stakeholders, timing and technical and logical presentation of the project’s information( objective, viability, progress etc.)  are important to gain their support or minimise their negative influence. Trust is vital for effectiveness of communication( Alexander, 2015). 
SWOT  analysis : 
 It is a  tool for examining the general current situation of an organization, operation or a person while finding the right direction of action for the future by looking into the entity’s Strengths, Weaknesses, Opportunities and Threats (Hall, Jones and Raffo, 2005). 
Strengths are internal factors that they are good at, makes them profit, generates reputation, ensures stability, can help use the opportunities and confront threats.
Weaknesses are internal factors that  they do badly, earns bad reputation, causes losses, complains and hardship.
Opportunities are the external factors that the business can profitably take on in future by using strengths or/and reducing the weaknesses. 
Threats are external factors that could damage profitability, stability, reputation in future. 
SWOT analysis 4-quadrant visualisation is as below:
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Debenhams SWOT analysis:
Strengths : 
· According to Debenhams statement it has healthy balance sheet and cash reserve Crux (2018). 
· Still high brand recall and brand equity. Many Fashion and Drapers awards ( Debenhams, 2018). 
· Huge product range like clothing, beauty product, fashion and designer brands, gifts & toys, home itemsm, electrical  etc.
· Efficient workforce, Excellent service.
· Multi-channel information and distribution system.
· Success record in other countries.
· Track record of efficient streamlining of supply-chain.
Weaknesses:
· The existing designers are not showing enough effectiveness and Brexit is making Debenhams shoppers more cautious Wood (2018).
·  Weak floor feedback (customer-employee) system.
· Lack of proper investment on R&D and upgrading on premises and products making them  good and functional but not fashionable enough Chapman (2018).
· Too many premises are on long and expensive lease making it burdensome Chapman (2018).
Oppotunities: 
Political (PESTEL) : 
· Brexit can more facilitate investment in foreign countries. . It will ensure more UK citizens jobs for overall spending power of  British consumers in Debenhams. 
· Good political and business relationship with many countries.
· Global free market economy.
Economic ( PESTEL) : 
· Pound is lower.
· Inflation is low.
· Interest rate is low.
· Employee availability is reasonable.
Sociological (PESTEL) : 
· Internet surfing on computer and mobile phone is increasing ( esp. GenerationY).
· Population of over 65s is growing(kingsfund.org, 2019).
· Population of migrants are growing(kingsfund.org, 2019).
· Rich and poor class are growing.
· More people are taking exercise to tackle anxiety, stress. 
· Spending on eating out  and leisure are increasing.
From STAKEHOLDER analysis:
· Existing shareholders.
· Government (Local, central)
From other sources:
· Law of Zero-hour contract
· Faster payment technology like IDebit (without debit card and secured globally) (growthbusiness.co.uk (2018).    
Threats : 
Political (PESTEL) : 
· Brexit uncertainty- outsourcing of products and skilled labour would be more costly.. Inflation may rise
· On-street trading tax is higher than online trading. 
· Higher minimum wages and mandatory business responsibility of businesses for employee pension.
Economic (PESTEL) : 
· Pound is lower - outsourcing more costly. 
· Unemployment is rising in middle class - less spending power.
· Rent, rate, utility bill, transport cost are rising.
Sociological (PESTEL) : 
· Upper-middle class and middle class  is shrinking and wage-growth slow.
From STAKEHOLDER analysis:
· Competitor like Amazon, M&S, Asos, Cult Beauty, Asda etc.
From other sources:
· New laws about environment protection ( Paris agreement)
Strengths are to be increased, applied to grab opportunities, defend against or eliminate threats or to avoid them. Weaknesses are to be reduced, eliminated or to be turned into strengths to increase your ability  to grab opportunities or reduce/eliminate vulnerability.
By  matching among factors  in categories of strengths, weaknesses, opportunities and threats we  will find the following options of direction for Debenhams:
1  To Sell non prospective stores and  reduce unnecessary admin staff and effectively communicate the Debenhams’ revival project to the shareholders to raise cash to offset debts.
2 . Invest in R&D for organic growth ( invest, improve and perform on premises’, products’ quality and diversity, service, technique and technology of processes)  targeted to offsetting  present competiveness and future proofing). 
3 . With its classy reputation it can easily catch the growing rich class by selling exclusive and rare products. Can target growing over-65s’ and ethnic minority customers. Keep advanced range of sports items.
 4 . With its cash power, low- interest borrowing opportunity, successful experience in  foreign countries and freedom from EU restrictions after Brexit it can expand in Russia, China, India, Brazil etc. 
5. In this British economic climate with rapidly encroaching online competitors (Amazon)  bargain with government authorities for reduction of  rent, business rate and tax showing the benefits of citizens’ jobs and tax payment.
6 . Advanced online marketing with higher pixelage pictures and comprehensive information of products. Using social media for communication and marketing.
7 . With a weak pound advertise  targeting the tourists.
8.  Facilitate more opinions, feed-backing from customers for more engagement and ideas.
9 . Introduce IDebit (without a debit card, secure and worldwide) payment facility for faster transaction. 
10 . Advantage can be taken on Zero-hour contract if necessary.
11. For cheaper outsourcing look towards Myanmar and Africa.



CONCLUSION / RECOMMENDATION

In dining add an extra premium dining facility for individual pride.
A “ Debenham-Family“ website can be opened for exclusive Debenhams customers online socialising for creating a token of Debenhams-family pride.
As lower middle class and below are growing,  a well developed value department can be introduced especially available for online shopping.
Stay in touch with your customers online and other channels.
Printed catalogue suitable for baby boomers and generations X, Y.
Offset online or any competition by selling real quality products made in countries of origin and not in china or India.“A short-cut is often a losing cut.”
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