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Introduction

The purpose of this report is to evaluate the impact of the strategic challenges by digital age and to propose how M&S Plc. might successufully rise to such challenges whilst at the same time creating and enhancing its customer value proposition.

[bookmark: _Toc503526804]EXTERNAL ANALISYS

This report refers to UK Marks & Spencer, food and clothing stores. The focus of this report is on current strategy of company and how efficient it is at the moment.
Will be identified the company’s current situation and the applied strategy. The company's resources and capabilities will also be reviewed. 
To find out the external factors that influence the company, PESTEL and SWOT analysis will be used. In addition, CUSTOMER ANALYSIS will provide a clear picture of consumer habits and tastes.

[bookmark: _Toc503526805]CURRENT SITUATION OF MARKS & SPENCER

The company has 942 stores in United Kingdom and over 360 stores in more than 42 countries. Its product range can be grouped into two groups: general merchandise (clothing & home) and food. It is largest clothing retailer in UK with leaders in womenswear, lingerie, and menswear. It is leading provider of quality food products in UK. The company is selling products through stores, online, and telephone. Stock of the company is listed on the London Stock Exchange and is a part of the FTSE 100 Index (Assignment writers, 2013)
In 2007 Marks & Spencer launched Plan A with an estimated implementation cost of £40 million a year. Top ten shareholders were consulted but they did not agree with the plan. They could not see how this plan will generate an immediate financial return. The purpose of this plan was to create a long-term sustainable business value.  This plan contained 100 commitments addressing five major issues: waste, climate change, resources, fair partnership and health. 
In March 2010 Marks and Spencer expanded plan A and introduced 80 more commitments and added them up with the existing ones.
[bookmark: _Hlk503493496]In 2017 this plan was relaunched, and other 100 commitments was added.
“Changing customer needs and expectations have helped to define Plan A 2025, but the plan is also informed by the insights of many other stakeholders” (M&S, 2017)  
The stakeholders involved in this plan are: customers, employees, investors, civil society organisations and media. The brand purpose is Making every moment special.
“Environmental risks and social inequality are making the world more complicated and unpredictable. Customers are increasingly aware of their personal impact on the world and businesses must work hard to build and maintain their trust. Growing pressure on natural resources and poor global stewardship may increase our costs, restrict our access to key raw materials and make our global supply chains more volatile.” (M&S, 2017)
[bookmark: _Hlk503525403]“Against this backdrop, we’re on a journey to make our business more sustainable. We believe a successful business must also be environmentally and socially sustainable. This belief isn’t new. We’ve always maintained that business practices that benefit society improve our long-term performance.” (M&S, 2017)




        PESTEL ANALYSIS


“A PESTLE analysis is a framework to analyse the key factors influencing an organisation from the outside.” (CIPD, 2017) 
PESTLE was created by Harvard professor Francis Aguilar in 1967. This framework “can work alone or be used in combination with other tools, such as Porter's Five Forces and a SWOT Analysis, to determine an organization's overall outlook.” (Business News Daily, 2017)
PESTEL is an acronym for political, economic, social, technological, legal and environmental factors that affect companies’ activities and performance.
[bookmark: _Hlk503452640]     Political factors influence the business environment and the strategic plan of companies. These factors express the level of anticipation of government in trades and business. Political stability, foreign policy of the country, economic and social policy, relations between government and companies, all of these have a major impact on companies. Constantly changing of political climate has led to volatility on sales market. Government policies and taxation policies have also been changed frequently in recent years. The economic crisis has led to major changes in the people's habits of buying.
 The best example of political instability is Brexit. Marks & Spencer sales have fallen “of the EU Referendum as one reason.” (BBC NEWS, 2016)
Sales fell by 8.9% in the three months to the end of June, while like-for-like food sales fell by almost 1%.” (BBC NEWS, 2016)
    Economic factors have a direct impact and long-term effects on business performance. These factors are: inflation rate, interest rate, foreign exchange rate, economic growth patterns. 
The current economic situation in the UK is not favorable. Interest rates and inflation rates have risen due to political uncertainty. Increasing inflation rates means higher prices for products and services but Marks & Spencer maintained its prices at the same level and continued to sell quality products.
    Social factors are those factors that affect companies and cannot be controlled directly. Here can be included culture, age distribution, changing people's values, generation shift. The company's strategic plan should take into account X Generation and the Millennials. Classical collections that addressed people aged 40-60 were not sold too well. Higher success was enjoyed by Limited Collection and Autograph. Changes in customer tastes have been observed in recent years. The British continued to value quality and M & S Food always offered fresh and high- quality products.
     Technology is essential in the retail market. The continued development of   technology has contributed to the company's evolution. 
 On-line sales have increased lately, and the company's website has been improved; these has led to better communication with clients.
 In January 2018, M & S “announced a new Technology Transformation Programme that will enable it to become a digital-first business and deliver an improvement in customer experience.” (M&S, 2018)
[bookmark: _Hlk503455742]    Marks &Spencer is one of most sustainable business in current market. 
The company has always been concerned with the environment. In 2007 they lacked Plan A, which tackled five problems. Climate change, waste and resources are the most important issues on their Green Agenda.
In 2017 this plan was re-launched with that they want to become the “world’s most sustainable retailer.” M & S comes with a program called “shwopping.”
To implement this program, M & S collaborates with Oxfam. Clothes donated are bought by Oxfam that resells them on the third-country market where is a high demand for clothes and purchasing power is very low. This plan has yielded results and after 4 years, GBP 8 million have been obtained for charitable purposes. The company's green agenda is busy. Reducing carbon monoxide, recycling, low energy consumption are just few examples.
“Our energy strategy centres around 3 basic principles: (1) reduce the amount of energy we use within our global built environment; (2) source as much energy as possible from renewable, small scale sources; and (3) work with credible, innovative and world leading partners to offset the energy we have to use and achieve carbon neutrality.” (M&S, 2017)
Currently, M & S charges 5p for a plastic bag and the profit goes to different environmental projects. The goal of this strategy is to actively engage in environmental issues. According BBC News, “the 5p charge for plastic bags in England could be extended to cover shops and chains with 250 or fewer employees, under government plans” (BBC News, 2018).
Marks &Spencer did not stay out of trouble and seems that had to deal with same legal issues. In September 2015, BBC NEWS published that M&S was fined with 1 million GBP because it did not protect its employees from the risk of asbestos.
In 2010, M & S was accused of having paid 25p per hour and forcing more Indian workers to work overtime. In 2013, the company was accused of tax fraud. The company's revenue was send to Ireland due to a 20% tax rate compared to 26% the UK apply.






[bookmark: _Toc503526806]SWOT ANALYSIS

According to Mintzberg (1994), SWOT analysis shows the internal business in terms of strengths and weakness of an organisation, opportunities and threats of the external business.  
“It involves specifying the objectives of the business venture or project and identifying the internal and external factors that are favorable and unfavorable to achieve that objective. Some authors credit SWOT to Albert Humphrey, who led a convention at the Stanford Research Institute (now SRI International) in the 1960s and 1970s using data from Fortune 500 companies.
 However, Humphrey himself did not claim the creation of SWOT, and the origins remain obscure. The degree to which the internal environment of the firm matches with the external environment is expressed by the concept of strategic fit” (WIKIPEDIA, 2015)
 Strengths
Marks and Spencer have a good brand image due to the quality it is providing in the past years. In terms of food stores, Marks and Spencer has a good reputation.
 They offer fresh and high- quality products, sourced from suppliers that maintain the same standards.
    Customers can choose from wide variety of products which are sold in a
large number of stores and outlets. Marks and Spencer is known for collaboration with some popular designers.
 Weaknesses
Marks &Spencer has bad publicity as non- trendy store. Also, the company still use old techniques rather than following the new techniques in production process. The manual work has increased the cost of same products and reduced the work efficiency. Another weak is a limited market share because of strong competition from other retail brands.
Opportunities
The company could introduce new market segments that will generated more profit. “Market Segmentation is defined as the process of splitting customers in a market into different groups within which customers share similar level of interests in the same or comparable set of needs satisfied by a distinct marketing proposition. Marks and Spencer have the opportunity to increase the technique of market segmentation by increasing its branches all over the places which will increase the business, in general marks and Spencer mainly have the mega stores all over the places but they dint concentrate on splitting the customers according to the area of interest. Sainsbury on other hand divided the customers by opening new stores called Sainsbury Local’s which increased the business. In the same way Marks and Spencer has the opportunity by dividing the customers by establishing small shops which will reduce the maintenance cost and increase the profits as the manual power will gradually decrease when compared to mega stores and even the investment on the publicity will be less, keeping in mind all the features it has the opportunity of spreading the business by market segmentation.” (BusinessTeacher, 2017)
Another opportunity can be internalization. Marks and Spencer could open its own stores or could expand the business through franchise agreements.
Threats
   The increased competition in the retailer sector is a big threat. Food stores do not feel this threat so intense, but clothing stores are affected. In terms of competitors, M&S, once the biggest clothing retailer by volume, now it struggles to deal with John Lewis and Debenhams.

[bookmark: _Toc503526807]CUSTOMER ANALYSIS

Customer analysis is used to identify “target customers, ascertains the needs of these customers, and then specifies how the product satisfies these needs.” (Alameda County SBDC, 2017)
 “A customer analysis can be broken down into a behavioral profile (why your product matches a customer's lifestyle) and a demographic profile (describing a customer's demographic attributes).” (Alameda County SBDC, 2017)
Behavioral profile 
The company's operations can be divided in two segments: food and general merchandise (clothing, accessories and home ware). M&S food is focused on high quality and healthy products. M&S clothing offers women's wear, men's wear, lingerie, children's wear and footwear, created by popular designers.Collaboration with Italian designers and premium quality materials has made the brand famous.
 “Marks & Spencer offers products for women that include clothing like Blazers, Cardigans, Cashmere, Jeans, Linen, shirt, skirt and many more. Footwear section for women includes boots, sandals, loafers, pumps, heels etc. Bags and accessories for women include handbags, beach bags, jewellery, sunglasses etc. The famous brands for women are Autograph, Classic, Indigo, Per Una, Twiggy and Foot Glove. Marks & Spencer offers products for women that include clothing like Blazers, Jackets, shirts, Jumper, Suits and many more. Footwear section for women includes boots, sandals, casual shoes etc. Underwear and Pyjama section include Pyjama, socks, Gown etc. M&S also offers Home and Furniture section that includes home accessories, furniture for Bedroom, living room, dining room, lighting etc. M&S also offer Food and Wine section which sells all lunches and dinner, main courses, wine, starters etc. Marks & Spencer also sells Flowers and other gift items. M&S mainly sells its in house brand rather than other international brands.” (MBA School.com, 2017)
The wide range of products that the stores offer satisfies all tastes.
“Marks & Spencer follows competitive pricing strategy in its marketing mix for its product portfolio. Marks & Spencer has its own in- house brands for clothing for women, men and kids. Generally, these in- house brands are priced between medium to higher category because of its premium quality.” (MBA School.com, 2017)
Demographic profile
 In terms of clothing their target group is professionals, men and women, middle class, aged 40-60, with a medium income level. This category of people prefers classic, simple and quality outfits. They do not buy clothes very often and do not spend too much on it. Their food preferences are fresh, quality products with sophisticated tendencies. This type of customers remains usually loyal to the brand.


[bookmark: _Toc503526808]INTERNAL ANALYSIS

Resources and capabilities are the essential factors to develop the competitive advantage.
 Competitive advantage refers to the state of organization when profit level exceeds the average of its industry.  Competitive advantage implies delivering the same benefits as competitors but at minimum cost (cost advantage) and providing the competing product with more benefits (differentiation cost).
 Reputation of company, brand equity, proprietary know-how, patents and trademarks, all this are the company's resources. How efficiently the company utilizes its resources to achieve the competitive advantage is measured in terms of capabilities. Before a strategy is set, the company must consider financial and other resources such as: buildings, shops, store size, employees, logistics.
FINANCIAL RESOURCES
 The financial analysis presented below was prepared by Mihaela Ciuverca, student ID 1701950 and submitted to UWTSD on 29August 2017, module title: Finacial Management.
In terms of financial resources, M& S recorded the highest profitability in 2016. 
“Businesses generally exist with the primary purpose of creating wealth for their owners. Profitability ratios provide an insight to the degree of success in achieving this purpose.” (Atrill & McLaney, 2006, p. 169)
Profitability is one of the basic concepts on which investors rely before investing   or making decisions. The profitability ratios are used to evaluate company`s level of profit.
The financial analysis of the last 4 years shows that M & S reached, in 2016,
the highest growth of gross profit margin.













Comparing the figures of gross profit margin, there is an increase from FY 2014 to FY 2016 with more than 2.%. “This increase is a result of strong food sales and the first signs of an upturn in fashion sales and is planning to hand back £150m to shareholders.” (Butler, 2015).
The FY 2016 seems to be the year with the highest growth of gross profit margin. According to an article published by Reuters (Davey, 2015) the performance of company during FY 2014- FY 2016 is due to Chief Executive Marc Bolland who has focussed on growing gross margins - the difference between the price M&S pays for goods and the price it sells them - mainly through sourcing improvements.
In the FY 2017 figures show a decrease in gross profit margin   with more than 1,5% over the previous financial year.
Starting with the last quarter of 2016, the Group's operations by ten-owned companies recorded a loss in revenue. Among the factors that have caused this situation are the fragmented portfolio of owned stores and the limited size of businesses. The group proposes to close its ten-store shops, including ten stores in China and seven in France, and its stores in Estonia, Hungary, Lithuania, Poland, Slovakia, the Netherlands, Belgium and Romania, according to Mediafax. (9AM NEWS, 2016) 
  
RETURN ON CAPITAL EMPLOYED
  “ROCE is considered by many to be a primary measure of profitability.” (Atrill, 2009, p. 74)
  “Return on capital employed is a relative profit measure of the returns from net operating assets. The decrease in ROCE primarily reflects the decrease in earnings before interest, tax and adjusted items.” (M&S, 2017)
 ROCE also decreased due to the cumulative effect investment in space growth since 2014. “During the FY 2017, the Group announced the results of a wide-ranging strategic review across a number of areas of the business including customer, brand, UK organisation, UK store estate and International. The completion of this review has resulted in the Group incurring a number of significant charges.
 On 5 September 2016, following completion of a detailed review of the UK organisation, the Group announced changes to the UK Head Office structure.      
  On 2 March 2017, as part of the ongoing strategic programme, the Group announced an 18-month programme to centralise its London Head Office functions into one building. The Group has recognised a net charge of £8.6m associated with this rationalisation, inclusive of the impairment and write-off of assets upon exit of vacated buildings, an expected net sub-let shortfall and the costs of relocation.
      These costs are considered to be an adjusted item as they are significant in value and relate to a strategic initiative. As a result, they are not considered to be normal operating costs of the business.” (M&S, 2017, p. 104)





LIQUIDITY

“Liquidity ratios are concerned with the ability of the business to meet its short-term financial obligations.” (Atrill & McLaney, 2006, p. 187) 
 A business the more fluid it feels better fulfills its obligations. 
 “The current ratio compares the ‘liquid’ assets (that is, cash and those assets held that will soon be turned into cash) of the business with the current liabilities. The higher the ratio, the more liquid the business is considered to be.” (Atrill & McLaney, 2006, p. 187)
 M&S` current ratio registered a slight increase from 2014 to 2017 but are still below 1% demonstrating that the company would be unable to pay off its short-term liabilities.










[bookmark: _Hlk503532577]   “The quick ratio is very similar to the current ratio, but it represents a more stringent test of liquidity” (Atrill & McLaney, 2006)
 From 2014 to 2017, there was a slight increase of quick ratio but failed to exceed 1%. Therefore, to pay back its short- term liabilities M&S relies more on inventories.
 “Inventories generally take time to be converted into cash, and if they have to be sold quickly, the company may have to accept a lower price than book value of these inventories. As a result, they are justifiably excluded from assets that are ready sources of immediate cash. In general, low or decreasing quick ratios generally suggest that a company is over-leveraged, struggling to maintain or grow sales, paying bills too quickly or collecting receivables too slowly. On the other hand, a high or increasing quick ratio generally indicates that a company is experiencing solid top-line growth, quickly converting receivables into cash, and easily able to cover its financial obligations. Such companies often have faster inventory turnover and cash conversion cycles. The higher the quick ratio, the better the company's liquidity position.” (gurufocus, 2017)










INVESTMENT
Investment ratios inform the investors of the returns and overall financial performance of companies in terms of returns on investment.
Starting with the financial year 2014 and by 2016, M & S experienced a slight drop in earnings per share but the financial year 2017 brought a dramatic decline “Basic earnings per share decreased by 70.7% to 7.2p largely as a result of the impact of the adjusted items in the current year.” (M&S, 2017, p. 29)



       “The price/earnings ratio relates the market value of a share to the earnings per share. The ratio is a measure of market confidence in the future of a business. The higher the P/E ratio, the greater the confidence in the future earning power of the business and, consequently, the more investors are prepared to pay in relation to the earnings stream of the business.” (Atrill, 2009, p. 94)
        From FY 2014 and until FY 2016 there may be a slight increase in the values, but FY 2017 seems to be the year with the highest growth rate of the P/E ratio. This situation is good for the company as it regains investor confidence.



          As figures show Marks & Spencer Plc is able to sustain its performance even in tough time.

HUMAN RESOURCES
In terms of human resources, Marks & Spencer work hard to invest in people.
The company provide training programs in order to have and to retain the best employees.
“Our training programmes cover a range of topics and are delivered through a variety of formats including e-learning, presentations, workshops, practical assessments, webinars or case studies.” (M&S, 2017)
“We have designed training programmes to educate suppliers about local laws, their rights at work, and our Global Sourcing Principles.” (M&S, 2017)
The company offers many benefits to employees and closely addresses their needs. M & S needs skilled and well-trained people to achieve their goals.
Staff retention is a priority for company and working hard on this aspect will generate benefits. 
“In current years, there has been wide range of research in organizational research management and HR is one of them. Importance of HR has never been so high. Employee development in organizational management has seen rapid growth in employee development practices. These came in form of continuous training, talent development program and cultivating a culture of employee satisfaction” (UK Essays, 2015)
According to Beardwell (1996) “M&S has adopted strategy that would cultivate employee trust and loyalty in all segments of the business so that they are better engaged in company operation. These companywide engagement means each employee understand their role and responsibilities, they feel connected with all company actions moreover they understand how their participation makes a difference as a whole to company operations.”
 Marks and Spencer arrange flexible working schedules for fatherhood, adoption and IVF treatment, child and career break to boost their employee’s uniformity. Marks and Spencer also runs. (Uni Assignement Centre, 2017) 
 Talking about resources, buildings, warehouses and shops should be also mentioned. At present, M & S stores are located in strategic places such as the main broadways, the major streets and the city centres. It seems lately that people's preferences for shopping places have changed. People do not buy from central stores anymore, but prefer malls.
Plan A looks at some aspects of making the buildings more sustainable. These aspects aim to:
· “Adopt a sustainable approach to deliver smarter acquisition and investment decisions;
· Apply sustainable design and specification principles to new and existing sites;
· Embed sustainable practices within the procurement of products and services for our estate;
· Drive sustainable construction through using innovative materials, minimising our use of resources, enhancing our local communities and ensuring full delivery and handover against design expectations; 
· Improve the efficiency of our buildings through optimising operational performance and promoting sustainable behaviour.” (M&S, 2017)

The brand image is another resource that the company should exploit. M & S has enjoyed a strong brand image over time. Many people still associate M & S with quality.

Recommendations
Based on the analysis made, the company has enough resources and capabilities to carry out Plan A by 2025. From a financial point of view, M & S is able to invest in employees much more than it does today. 
“M&S essential should maintain their HR scheme. This employee focused, engaging and adaptive system means higher retention rate of the employees that saves M&S money. As an insightful futuristic company M&S needs to make sustainable changes in their recruitment policies. Preference should be given to long term planning. People who can serve the company for a longer period should get preference. HR has in-depth understanding of the operations of the company and they have to develop future leaders preferable from within the company.
M&S should use its global platform for recruitment and selection for its global operations. While company values remain same but in cross cultures procedures and values might differ. This has to be taken care of too. Behavioral characteristics and country profile wise employee selection will mean they have the best people for the job.” (UK Essays, 2015)
M&S have achieved a lot with Plan A over the last ten years, but they still need to accelerate their work in operations, supply and customers.




 In term of competitors M&S should be worried about the current clothing strategy. The company could do a market research to find out what customers' preferences are for clothes and what they should do to attract new customers. M&S should be more customer oriented. 
M & S customers are not satisfied of shopping experience.
Improving the customer shopping experience by investing more in its stores, in areas like stock availability and better customer service, has to be next step in their customer strategy. In terms of clothing, the company has to come up with new quality products. Improving the Per Una brand could be a solution to regain the customers. Also, improving online shopping could help to create a good communication with customers, could reduce costs, could increase sales and wcould be an opportunity to advertise.
As for the stores, the company should find a way to get into the malls because people prefer to buy from there. In addition, it would reduce costs significantly, because rents are very high in city centers.
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Gross profit margin	
2014	2015	2016	2017	36.557804785784256	37.639414217825625	38.171482709616292	37.591790623234793	

Return on capital employed

Return pf capital employed	
2014	2015	2016	2017	9.0114428555902304	8.6682654800774355	6.7491439301888878	2.5044722719141324	


Current asset ratio	
2014	2015	2016	2017	0.5828011919965943	0.68892045454545459	0.69406175771971501	0.7276182432432432	


Earning per share	
2014	2015	2016	2017	31331.269349845199	29461.77370030581	24733.944954128438	7.1287738755391254	

Price/earning ratio

Price earning ratio	
2014	2015	2016	2017	12.511969358442387	17.990495587236932	16.457743631217145	47.331460674157306	
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