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Whilst in the midst of a global pandemic brough about by the Covid-19 virus, Next PLC have formed an Emergency Project Team to undertake a strategic analysis within the organisation and evaluate the options for a greater personal approach to Customer Care whilst detailing recommendations to reshape the organisations strategic direction with a focus on delivering innovative customer care.

Through two means of research looking at both internal and external influences on the business, three recommendations have been put forward to allow Next PLC to move into the new post-pandemic era with innovative services delivering a personalised service to its customer base.

The three recommendations come in the form of a subscription-based service, a clothing rental-based service and a second-hand reselling platform. When combined, the three new offerings will bring a new dimension of sales opportunities into the Next portfolio, increase the customer base and also offer improved cashflow within the business.
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As a manager within Next PLC (worded as Next for the remainder of this report) who currently leads an Emergency Project Team that has been instructed by the Senior Management Team to produce a report undertaking a strategic analysis within the organisation and evaluating the options for a greater personal approach to Customer Care whilst detailing recommendations to reshape the organisations strategic direction with a focus on delivering innovative customer care during and after the COVID-19 pandemic being faced globally.

The global COVID-19 pandemic stemmed from an outbreak that was first discovered in Wuhan, China in December 2019 where locals were becoming seriously unwell with pneumonia type symptoms which had no known causation. This lack of identifiable cause was extremely worrying for the National Health Commission for the Peoples Republic of China and led to the country informing the World Health Organisation of the outbreak in late December 2019 (Ryan, 2021). As cases increased rapidly in China, it was only a matter of time before the disease spread to other countries due to the ease and frequency of travel especially around the Chinese New Year period in February 2020 and by mid-March 2020, the World Health Organisation had declared COVID-19 as an official Pandemic (Carvalho, et al., 2021). The rapid spread of the disease globally led to many countries enforcing widespread stringent lockdowns to try and halt the infection rate numbers as they saw hospitalisations exceeding the number of available beds. The lockdowns effectively saw the complete shutdown of hospitality, retail, leisure & tourism, construction  and non-essential manufacturing bringing countries to a grinding halt as people were told to stay at home and not make contact with anyone outside of their dwelling circle. As the lockdown levels moved up and down the severity scale, we saw at the lower levels, the ability for retail to open but with limited capacity due to strict social distancing guidelines. This cycle of closure of retail followed by opening but with restrictions within retail has led the Senior Management Team at Next to the call for the forming of this Emergency Project Team and the production of this report to explore and detail how Next can develop its strategic direction in the post-lockdown period when retail is allowed to open but on reduced capacity in stores and the reduced footfall being seen during the opening cycles due to shoppers who are extra cautious in their activates due to the fear of coming into contact with someone who is carrying the COVID-19 virus.

As a business, Next was originally formed as J Hepworth & Sons, Gentleman’s Tailors in Leeds, England in 1864 supplying made to measure and off-the-peg suits from their small workshop growing the business from 12 employees to over 500 housed in the Wellington Street workshop by 1881 (The Thoresby Society, 2009). By 1891, Hepworth’s had amassed 81 shops throughout the United Kingdom and the business found it time to incorporate as a Limited Liability Company with £360,000 in capital within the business and moved to a new larger workshop but unfortunately, that burnt down just 4 years later (Building Our Past, 2017). Interestingly, Joseph Hepworth stated on starting his business that he would not pay any man less than £1 per week and that he would pay the same wages to girls and women, which was very forward thinking for the time and even relevant today (Tuffey, 2020).

Hepworth’s and Sons grew to become one of the largest men’s retails in the early 20th century until the company eventually purchased a chain of Kendalls Rainwear shops and launched a womenswear brand called Next in 1981. As the womenswear and menswear sales grew, the brand started to include homeware in 1985 and opened its first mini-department store encompassing all departments alongside a café. Hepworth’s and Sons then changed its name to Next PLC in 1986 and acquired mail order company Grattan (Next PLC, 2022) which eventually would eventually evolve into the Next Directory and then Next.co.uk as we see it today.

As of the end of 2021, Next PLC generated £4.9B in sales equating to £823M in profit before tax (Next PLC, 2022). The business employed over 43,000 employees in 2021 (Global Database, 2022) operating over 700 stores throughout the globe with approximately 550 located in the UK and Ireland (Insight DIY, 2022) alongside another 200 locations operated under Next International Retail as mainly franchises in a further 35 countries including continental Europe, the Middle East and Asia (Next PLC, 2020). 
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The McKinsey 7S Model is an effective and popular tool that dives into business effectiveness  through the following 7 internal organisational elements (Odeh, 2021) as depicted in Figure 1 below:
McKinsey’s 7S Model

Within the model, the seven elements are further grouped into Hard and Soft elements. 
Hard elements are easier to define and manage and are of a more tangible basis, whereas the soft elements are harder to manage and are less tangible in nature, however they tend to form the fundamentals of any organisation (Unni, 2022).
The Hard elements are grouped together as: Strategy, Systems and Structure.
The Soft elements are grouped as: Shared Values, Staff, Styles and Skills.
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The corporate strategy and direction for Next are clearly defined within their online literature and well cascaded down throughout the organisation through 5 primary objectives (Next PLC, 2020). This is a strong point for Next as that clarity helps manage the performance of staff, sales, stores and logistics within the business as well as the direction nationally and internationally are all in sync and aligned. 

Competitive rivalry is mentioned below in the Porter’s 5 Forces analysis as being extremely competitive within clothing retailing and the need to be dynamic to stay ahead of competitors is constantly considered within Next’s strategy. The strategy will take into account the changes seen in consumer trends, wants and desires, as well as the fashion market and adapt quickly to bring the latest products into stores and the online platform.

Due to its position as one of the largest clothing retailers in the UK (Fashion United, 2021), Next also has the ability to push the direction of the fashion market when desired. The strategy within Next is also conscious of this ability and it can be used to their advantage when required.
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Next has a well-structured organisation that is process oriented through 7 areas of infrastructure that all combine to help deliver the businesses objectives. 
The 7 areas are:
· Warehousing & Distribution
· Next Online, Store network
· Digital marketing
· Consumer credit
· Call centres
· Supply Chain

It is seen internally and externally that all 7 areas work in harmony through the use of well trialled, robust processes and systems (Next PLC, 2020). Due to the ever-changing picture within retail, Next has to constantly monitor and evaluate their systems to ensure they are performing to expectation, as well as fit for the current marketplace. This is never more prudent than in the current Covid-19 pandemic when many systems had to be adapted in both customer facing and support functions within the business. Examples of this adaption include store capacities being reduced alongside one way entry and exit systems within each store, or new systems introduced such as working from home for call centre staff or consumer credit employees to make the continuity of business possible.
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Next has a fairly flat organisational structure with only 4 executives outside of the non-executive roles (Next PLC, 2022) , this is in contrast to many other retail competitors that utilise a tall organisation structure with many layers throughout the sales based structure (Jones, et al., 2000). Interestingly, two of the executives that sit on the current Senior Management Team started working for Next as a Sales Assistant and a Merchandiser and have worked their way through the business to eventually become one of the Leadership team. This provides a great example for others in the business demonstrating that promotion and progression are possible within the organisation.

The departmental structure within Next has a very close relationship and often comes together to solve problems within the business. This interdependency is likely a significant driver to the success of Next in delivering its vision to the customer and a key component to what allowed Next to scale to the size it did.
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Next hold their values, or Principles as they call them, in very high regard within the business and are much more than a set of bullet points on an annual report like some businesses provide. The business produces a report twice per year and comments that the reports are as much for the colleagues within the business as they are for the shareholders who have invested in the business (Next PLC, 2021). The Principles published by Next are as follows:
· Act in an ethical manner
· Recognise, respect and protect human rights
· Develop positive relationships with our suppliers and business partners
· Recruit and retain responsible employees
· Take responsibility for our impact on the environment
· Deliver value to our customers
· Provide support through donations to charities and community organisations

These values are cascaded down through all levels of the organisation and each and every employee are encouraged to play their part in ensuring the organisation upholds these commitments.
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Next reported 44,626 employees at the end of 2021 with the gender split in the organisation showing as 68% of all employees being female. There is a firm commitment from the business to ensure that all employees are paid fairly irrelevant of gender and Next are holding their word on this with females outperforming men on bonus payments as an example (Next PLC, 2021).

Gaps in skills are addressed internally through a progressive Training & Development program which provides job-role specific training covering professional, technical, operational and skills training as well as out of role training focussing on crucial skills within retail such as health and safety, first aid and manual handling as well as many more areas. Training is delivered in various formats both individually and to groups.
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Next uses a Democratic Leadership style within the organisation. This form of leadership style involves gathering input from up and down the organisational structure to allow the leader to make an impactful decision based on a contribution from all those involved. Famed psychologist Kurt Lewin defined this style as having a mix of guidance and freedom to allow effective leadership to prevail (Crossby, 2021). The Democratic or Participative style of leadership is very effective as it is widely reported that employees feel engaged and included in the decision-making process (Fiaz, et al., 2017).
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Next has a highly capable sales force within the retail industry. They also have a very competent suite of support functions that enables the business to be agile with a high level of accuracy. As mentioned previously, Next utilises internal training to upskill its work force through its Training & Development program. The commitment to recruit responsible staff is also extended to recruiting staff of a high calibre to ensure the customer has a good experience when interacting with the business at any level.
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Porters 5 Forces is a framework that looks at the external factors to an organisation that attempts to identify how a business can achieve competitive advantage in their chosen industry (Goyal, 2020). The framework considers that competitiveness is derived from the state of the competition in an industry rather than from the competitors themselves (Maxim, 2021).
The framework comprises of the following outlooks as shown in Figure 2  below:


Porter’s 5 Forces Framework


Porter’s 5 Forces was first described by Michael Porter in a 1979 article in The Harvard Business Review and the model is still extremely popular today. As we often see, business is a dynamic undertaking, and regular review of the 5 Forces framework is critical to maintaining competitiveness (Harvard Business School, 2019).
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Competitive rivalry is very high within the retail industry and in particular clothing. Next has size of offering on its side to reduce the threat slightly in comparison to other players in the segment of the retail industry, but it is seen that consumers will often move for within comparable quality brands for a cheaper price of like for like goods (Jamal & Sultan, 2021). To alleviate this, Next needs to keep its pricing point competitive whilst balancing the appropriate profit margin.
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The bargaining power of suppliers is spread over two areas of focus for Next as they sell a wide range of own-brand products as well as products from other brands. To achieve a low level of bargaining power for suppliers, Next will need to ensure its supply chain is strong and diverse with multiple manufacturing routes for own brand items as well as robust sourcing routes for other brand products. 

Next’s size means they could allocate sufficient manufacturing contracts to a single manufacturer and possibly becoming the sole customer for that supplier. This would drive down the bargaining power of those particular suppliers as they find themselves tied to Next as their major, or even sole revenue stream. Next will also need to develop a good working relationship with other brands to ensure consistent supply of the required stock for Next’s outlets. 

Ultimately, Next has the power to drop a brand if required and move to a competitor. The shear scale at which Next can buy and promote that brand means Next are a key customer for many brands which within itself will help keep the bargaining power of supplier of other brand items to a minimum.
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The threat of substitution is low for Next. The retail industry already has physical stores as well as online shopping available for customers. Next will need to maintain its popularity in the marketplace as well as focussing on the customer experience rather than the product purchased. Next do this well through the variety available within their stores or online directory by offering men’s, women’s and children’s clothing as well as home accessories and furniture all within a single physical location for the customer to visit or through their  abundant website. Many stores also have an instore coffee shop and travel agent though their partnerships with Costa and Virgin Holidays providing even more choice to the customer and a broader shopping experience.
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The retail sector is very volatile with customers demanding high quality at the lowest price possible or they will move to another retailer. Bargaining power of buyers is medium for Next due to their size as well as their popularity. Due to this size, Next have the ability to reduce the bargaining power of buyers through price action. This does however come at a cost to the business in reduced profits. One method of doing so on a regular frequency for Next is though their famous Next Sale which often sees customers queuing outside the store from the early hours of the morning to be first in store and grab a bargain.
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Whilst Retail is a long-established industry sector, new entrants are extremely frequent often bringing with them new designs on an existing product or innovative ways of selling. Next needs to remain up to date with its range of products and also be dynamic in its method of selling to its customer base. Next has already established itself as a major force within clothing retail in the UK and this size and spread will reduce the effect of new entrants as they would unlikely be able to quickly form the buying power, variety and delivery of Next.
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From the research carried out on the current strategic model being utilised within Next we can see that they were previously maintaining a high standing within the retail industry in the UK and abroad in the areas of clothing and homeware. The global pandemic has changed the retail landscape in a way that would not have been foreseen. The strategic options outlined below are available to Next for immediate implementation to strengthen their hyper-personalization and increase the differentiation from competitors.

[bookmark: _Toc114424492]Recommendation A - Subscription based clothing delivered directly to the customer’s home.

It is recommended that Next utilises its current logistics network and online platforms to bring a new offering to its customer base in the form of a subscription-based clothing service. The subscription-based offering has seen a rapid rise in popularity in recent years (Andonova, et al., 2021) with people buying all manner of products for regular delivery through a single business. Examples are subscription-based coffee from Nespresso which allows the user to select a monthly credit amount and build their personal selection of coffee and equipment which they then receive direct to their door (Nespresso, 2022).

This type of service from Next will be able to offer customers set payment amounts on a monthly basis which can then be tailored to how many deliveries the customer would like to receive. 
For example, an individual could elect to pay £25 per month and receive 4 deliveries per year so being the equivalent of £100 per delivery. The clothing received by the customer would be at a slightly discounted price, for example £125. The amount and number of deliveries should have a wide number of offerings available provide a bespoke and tailored feel to each customer.

This model will allow Next to retain customer spend within the business on a long-term basis whilst improving cashflow within the business as payment is collected ahead of shipment.

Individuals will be able to utilise a new portal within the website to select the attire type they would like on each delivery schedule.
· Type of Attire
· Office wear
· Partywear
· Casual
· Holiday/Summer (spread the cost of holiday/summer clothing over a year)

The specific style of each clothing item would be determined through a mix of previous order history alongside a detailed questionnaire within the attire selection process based on multiple choice “Which outfit do you like the most” type questions showing pictures of different outfit styles to narrow the viewers preference down.

Customers would have the choice of returning the outfits received unworn if they do not like what has been sent, at which point the would be supplied with a choice of outfits or individual items that the customer would select themselves. If they do not like any of the outfits available for selection, the individual would be offered store credit to the value of the amount paid in during the delivery period, less the discount applied for preselected outfit value. Again, this strategy retains the value within the business but offers the customer the option of selecting their own clothing and not losing any money if they do not like the preselected options.

The introduction of this service would have minimal impact on the organisation as current employees could be used to pick and ship the outfits from the warehouse locations exactly as they would do for an online order. The increase in volume could be monitored and staffing capacity increased as appropriate either through overtime (if smaller volumes) or headcount (if larger volumes). Upfront website development to create the functionality required to capture data on preferences for customers would be the biggest impact and cost associated with this recommendation.
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Next currently supplies a range of formalwear for men, women and children. This type of clothing is often low use clothing with many outfits being bought and used infrequently with anecdotal evidence that many outfits only get worn on a single occasion.

The rental of clothing business model, or Product as a Service as it is also known, fulfils a need for the customer to have access to a high-quality product that would normally retail at a high price, and makes the item accessible and cost effective. Rental of formal wear has historically been a stand-alone service for items like men’s wedding suits and tuxedos alongside women’s prom dresses or ball gowns for example. This trend has started to change over recent years with more businesses bringing out rental of items that would likely fall into the low use category in the interest of making the clothing industry more sustainable.

Next can take advantage of this trend in the marketplace but utilising its current product range and offering a rental service to its customer base.
Research would have to be undertaken to the number of wears each outfit could undergo whilst maintaining set “Condition” categories.
An example could be for a man’s formal suit:
· As New condition: 1 - 3 wears
· Excellent condition: 4 – 6 wears
· Good condition: 7 – 9 wears
· Acceptable: 10 wears plus (averaged out to a further 3 rentals at this level)

Each outfit would then formulate a price structure based on the initial cost of the outfit and the condition of the outfit. 
An example for a formal suit with a recommended retail price of £300 but cost price to Next of £175 would be as follows:
· As New condition: £50 per rental
· Excellent condition: £40 per rental
· Good condition: £30 per rental
· Acceptable: £25 per rental

The return for Next would be asl follows in the current example:
· As New condition: £150
· Excellent condition: £105
· Good condition: £90
· Acceptable: £75
· Total: £420 return equating to an additional £120 or 40% profit on recommended retail price if sold as normal in store.

The introduction of this service would have a greater impact internally for the business in comparison to the subscription-based model recommended above. This service would have specific operational requirements with a mixture of skills already within the Next Directory side of the business and some new skills that would need to be appropriately trained within the business. Operational requirements would include, picking and shipping requirements as with any online or subscription items but would then have further requirements for return of each item. There would need to be new skills implemented within the business in the form of cleaning and pressing requirements to ensure the garments are suitably cleaned so that each customer receives a clean and hygienic product when renting items from Next. There would also need to be an inspection process implemented which would go above and beyond the Goods In inspection process which predominantly looks at quantity rather than quality being received from Next’s current suppliers for own brand or brand specific items. This inspection process would need to thoroughly inspect each item of clothing to check for wear and tear, marks/stains, and even items left in pockets for example. Once inspected, the item would need to be graded to reflect the condition of the item as this is what the rental cost is calculated upon. Once graded, tracking of condition status will need to be updated for the specific unique tracking number of the item which in turn will update the pricing for the item on the website.

If space is available in a current warehouse location, it is recommended that a specific area be ringfenced within the warehouse location so that this service could be delivered from as to segregate the rental clothing form the “for sale” versions within the same building. Alternatively, if no space is available in current warehouse locations, a new location could be sourced in a central UK position to house the Rental Service and Pre-loved Market place items as these two new offerings have many similarities in terms of skills and equipment requirements and as such co-locating is beneficial. Cleaning facilities would need to be installed as a capital expenditure cost to the business and staff would need to be trained/recruited dependant on volumes of rentals. As in the subscription-based recommendation above, upfront website development would also need to be undertaken to provide the functionality for customers to select rental clothing, but this work would be less than the subscription-based platform requirements as it would closely mirror the current purchasing platform model.

[bookmark: _Toc114424494]Recommendation C - Pre-loved Marketplace

As a follow on from the recommendation to implement a rental clothing revenue stream into Next, it is also recommended to start a pre-loved clothing department. This department will provide an outlet for the rental clothing being provided through that new service at its end of rental life. Those items can then transfer into the pre-loved marketplace where the items could be sold for a low-price catering for those on a tight budget.

The pre-loved marketplace should also be opened up for returns that are unable to be sold as new products as well as its to be evaluated and priced for customers.
An example of how this would work is as follows:
· Item of clothing sent in from customer to be evaluated
· Item is evaluated based on original cost and current condition
· Credit price is offered to customer
· Customer accepts credit offer and receives credit to Next account
· Item is listed on the Pre-loved Marketplace with a mark-up on the credit offered
· Item is sold to a new customer

This business model for selling pre-loved items is becoming more and more popular in recent years as it encourages users to be more sustainable with their unwanted clothing and allow the items to be reused rather than going to landfill as it is estimated that less than 1% of clothing is recycled annually representing a loss of $100 Billion annually (MacArthur, 2017). This model also allows individuals to receive money, or credit onto their Next account in this instance for unwanted clothing that they may have which when the item is added to the Pre-loved Marketplace, a mark-up could be added to bring a positive return to Next for the item. The reuse philosophy for clothing allows Next to highlight ethical shopping and sustainable fashion for the environmentally conscious customer as well as cheaper, or value for money clothing, for the consumer on a tighter budget which in turn increases the variety of customer persona Next is able to sell to.

If paired with the Clothing Rental Service recommendation mentioned above then the impact to the business would be minimised as the inspection/evaluation, cleaning, picking and shipping would be done by the same team undertaking the rental service activity therefore reducing costs for the business. With this in mind, it is recommended that both operations be sited at the same location and a central department be created with specific operation areas for each business arm. The staff would then be part of the central department with specific skills outlined where required for the business arm and shared skills able to be covered by the staff as necessary.
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Conclusion

Implementing the above recommendations will have a considerable impact on the business through bringing a post-pandemic offering to Next customers through the subscription-based service that increases cash flow as well as locking in customers to the organisation, all whilst having minimal impact on the current staffing levels as the required work will mirror what is currently being done for the online shopping business.

The introduction of the clothing rental service alongside the pre-loved marketplace provides two new offerings to customers that are complimentary to each other in terms of manning and workload requirements. These offerings have great potential to be pitched as sustainable and environmentally friendly which offers a good marketing opportunity in these environmentally conscious times.

Implementing all 3 recommendations would greatly increase the competitor differentiation between Next and its direct competitors as whilst there are businesses out there offering these services individually, these are not being done by a direct competitor or a super-brand such as Next.

It is recommended by the Emergency Project Team that the above should be implemented with immediate effect.
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