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Executive summary
Michael Marks founded Marks and Spencer in 1884 which was originally known as Penny Bazaars as a clothing sales company in Northern England. Thomas Spencer joined Michael Marks ten years after its start-up, becoming co-owner of the company. Since 1894 the company has continued to work under the name of Marks and Spencer (M&S). 
M&S has many strengths, the company has set up its stores in convenient locations such as in retail parks and across high streets. Such strong presence in the UK’s retail market has helped M&S enjoy a significant market share. M&S operates online businesses in both international and UK markets. M&S’s focus on providing customers with an excellent online experience has enabled the growth of the website M&S.com in the last quarter of 2014 (Marks and Spencer, 2015). 
M&S’s clothing sales have declined four years in a row in 2016 with the company facing its worst quarter since 2005 (Davey, 2016). The decline in sales lead to John Dixon who was the head of the clothing branch leaving the company in July 2015 (Macalister, 2015).
However, M&S relies significantly on the UK market for sales although the company operates in international market.  Since the food stores and online shopping are becoming more popular, the company could improve further by having collection points in the food stores, so customers can collect their online shopping. This method would reduce loss through keeping clothing stores open which are not making profits.
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1.0 Terms of reference
This report was requested by M&S on June 2018. The purpose of the report is to identify whether M&S can survive. The report was compiled by Mohamed Akbor, who investigated the affects of the fall in sales and the issue of closing down departments. The report was submitted on 20th July 2018.

2.0 Procedure
This report was compiled using online newspaper articles and lecture notes.





















3.0 Findings
3.1 
Michael Marks set up Marks and Spencer plc. The company initially began as a market stall and it is one of the UK's leading multinational retailers. There are over 1,382 stores worldwide, including 468 stores in the Middle East and Eurasia. M&S offers food products, home products and clothing (Marks & Spencer, 2015). In the UK market, M&S is a market leader in menswear, lingerie and womenswear. The company has 914 UK stores and 59 territories in Asia, Europe and the Middle East, with revenue of £1.1 billion in the financial year 2016 (Marks & Spencer, 2016). 
3.2 
Chief executive Steve Rowe used his first annual results presentation in May 2016 to outline a strategy promising cheaper clothing prices and trendier styles. Rowe stated M&S’s clothing prices have been too expensive and too promotional with consumers trained to wait for special offers before purchasing anything. Rowe planned to recover the company by lowering prices and reducing promotions (Wood and Farrell, 2016).
The company’s plan on closing underperforming department and having cheaper clothing prices has lead the company to monitor and review previous problem. This was done by improving marketing methods by launching the website M&S.com. M&S can improve by monitoring sales online and reach a wider range of consumers by offering email updates and reading customer reviews (Wood, 2016).
M&S attempted to further resolve problems by communicating with consumers in different ways, for example through the ‘cook with M&S recipe’ app. These projects help monitor and review customer feedbacks and gain a better understanding of the changing customer needs (Wood, 2016).
3.3 
M&S’s core values of affordability, service and quality were under attack from its competitors such as Next and Debenhams. These companies provide the customers with good value trendier designs. Food chains, such as Tesco expanded into using ready-made and frozen food which are considerably cheaper. M&S faces these challenges from its competitors as they have not done enough to be competitive; this resulted in M&S losing its market share and profits (M&S Press Releases, 1999). 
M&S sustained its strong ‘brand momentum’ by maintaining premium pricing and backing it through investments in advertising. However, the decline sale prices in 2008 were followed by steady improvements, thus escaping the hard to reverse grip of discounted prices felt by many other project has helped M&S build a strong brand positioning centred on responsible sourcing (Marks and Spencer, 2016).




3.4.1 SWOT analysis:
1. Strengths
[bookmark: _Hlk519508046]M&S’s strong food business succeeded in delivering like-for-like growth in every quarter in the financial year 2017. M&S has maintained its margins and outperformed the market by 3.5% due to its differentiated and distinct specialist strategy (Marks and Spencer, 2017). M&S’s focus on providing customers with an excellent online experience has enabled the growth of the website M&S.com in 2014 (Marks and Spencer, 2015). 
M&S launched Plan A 2020, aiming to make the company the world’s most sustainable major retailer. In the financial year 2016, M&S achieved 57 commitments out of the total 104 commitments such as sourcing 28% of leather it used from LWG certifies tanneries. These strategies adopted by M&S have enabled M&S to achieve certain significant recognitions in the UK retail market. M&S was listed among the ‘2016 world’s most responsible companies’ by an industry source.
2. Weaknesses
M&S relies significantly on the UK market for sales although the company operates in international market. In the financial year 2016 M&S generated 89.7% of the total revenue from the UK. Dependency on the UK market for major portion of its revenue makes M&S vulnerable (Mintel, 2009).
The website M&S.com was launched in 2014 (Wood, 2018), making M&S a latecomer into the online retails business. The company experienced privacy breaches on its website when introducing their card scheme in 2015, leading to a temporary website shutdown (Curtis, 2015).
3. Opportunities
M&S bank started in 1985 and is considered a ‘threat’ to High Street banks (Jones, 2014). Further developments in this field can provide opportunities (Brignall, 2016).
M&S has a strong hold in the food business leading to an increase in sales. M&S is taking opportunities to utilise this trend by expanding their ‘Simply Food’ stores around the UK (The Economist, 2015). 
M&S.com currently has six million online customers, there is an opportunity to engage and convert 14.5 million customers who only engage with the company at its High Street stores. M&S has an online presence in China through the Tmall.com marketplace and there are opportunities to expand as Chinas retail market grows (Wood, 2017).
4. Threats
Unstable economic and political conditions in numerous international franchise markets such as in Russia and Middle East poses a threat to the company's development in these areas (Marks and Spencer, 2015). The economic uncertainty after the Brexit referendum has posed a threat to M&S as there will be an impact on product imports and the company may have to restructure its supply chains (Reuters, 2016). 

3.4.2 1. Three PESTEL analysis:
Political Factors 
M&S has been favourably affected by the European Commission's free trade agreements which have made merchandise imports much easier (European Commissions, 2011), decreasing sourcing costs. However, there was a decrease in the company’s sales after the outcome of the EU referendum on 23rd June 2016 (Davey, 2016). As a result, M&S has suffered market share losses when entering new markets due to a higher cost structure (Marks and Spencer, 2015). 
In 2015, M&S faced slow growth in its international business due to substandard infrastructure and global uncertainties in new markets, leading to the closure of twelve stores in 2016 (Marks & Spencer, 2016). 
Economic Factors 
During the financial crisis of 2008, competitors such as Tesco followed an approach of discounted pricing. M&S emphasised on their higher quality products (The Marketing Society, 2010), which led to a short-term decrease in sales. However, M&S’s emphasis on keeping higher quality products at a higher cost than other companies led to increase in consumer confidence due to customers' preference to seek quality. In 2015, this strategy helped M&S maintain its market share in most of its markets and achieve strong sales in owned markets such as in China (Marks and Spencer, 2015). 
Environmental (Ecological) Factors 
In 2015, M&S carried out an initiative called ‘Shwopping’ which resulted in 10.6 million garments being donated to Oxfam (Marks and Spencer, 2015). Continuous investment in the scheme has resulted in numerous Plan A products such as the first UK Eco-factory (European Commission, 2011). In 2016, M&S became transparent about its supply chains by making it public where the company sources its products, attracting consumers. (Marks and Spencer, 2015) 










3.4.3 – Stakeholder analysis
Primary Social Stakeholders:
· The employees:
M&S’s employees have had an impact on the businesses current problems as the company is losing key employees to its main competitors, including food technologists, product developers and merchandise design team members. This resulted in the company having to invest in recruiting and training new employees (Davey, 2016). In the documentary ‘The Trouble with M&S’ (Channel 5) Fiona Phillips found M&S treated its staff so well that nobody ever left, therefore lacking new ideas coming into the company, impacting M&S’s current problems (Hogan,  2018)
· The customers:
M&S was once the biggest clothing retailer and has now dropped to third position after Asda and Primark (Butler, 2015). M&S has stuck to producing quality clothing which tends to be at a higher cost compared to other big companies such as Primark. Customers have impacted M&S’s current problems of decreased sales, as they want cheaper clothing and will shop where they find the most bargain (Davey, 2016).
· The suppliers:
M&S pushed partners like Dewhirst to move production overseas due to not being able to keep up with the demands from suppliers in the UK/EU, 78 percent of its general merchandise now comes from Asia compared to just 22 percent from Europe. Suppliers have impacted M&S’s current problems of generating profits as M&S had to take control of most of the logistics for the 40,000 shipping containers it fills a year. "All of us had to learn how to manage the supply chain” said Zen Yaworsky, head of supply chain operations in 2010 (Hogan, 2018). 
Secondary social stakeholder:
· The government:
The government has an impact on M&S’s current financial problem as M&S faced decrease in the company’s sales after the outcome of the EU referendum on 23rd June 2016 (Davey, 2016). M&S suffered market share losses when entering new markets due to a higher cost structure (Marks & Spencer, 2015). The pound fluctuations following the Brexit vote caused consumer confidence to drop, impacting their current financial problems (Davey, 2016). 
Competitors: 
M&S’s competitors have an impact on the company as they are producing trendier and cheaper clothing. M&S’s UK clothing share has been shrinking for more than four years with a loss of profits of 9.9% in 2017, compared to 11% in 2010. The pricing problem is mainly on M&S’s “value” ranges. “M&S’s lowest-priced polo shirt starts at £15 versus Next’s at £12,” says RBC Capital Markets analyst Richard Chamberlain, providing a wide gap (Wood, 2016). 

· Investors:
Investors in M&S have an impact on the company, Pensions Investment Research Consultants (Pirc) recognised that although M&S had toughened conditions attached to the short and long-term incentive schemes enjoyed by top management, the company still "represents a structure that can promote future excessive payouts". In 2011 the governance group considered it excessive as the directors received shares worth more than twice their salary (Wood, 2012). 
























3.4.4 –Stakeholder diagram 
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3.4.5
Communicating with customer stakeholders by asking for feedback will help improve the company. Using forums or social media to communicate enables M&S to respond to critical comments or correct any misunderstandings. Communicating through social media can help spread the company’s products further as stakeholders share attitudes with others. 
Employee stakeholders can help M&S resolve current problems by helping the company achieve their goals. Communicating with employees builds an understanding of the company’s goals. 
The government stakeholder can help M&S resolve current problems by speeding up negotiation processes of Brexit. Brexit has posed a threat to M&S as there will be an impact on product imports and the company may have to restructure its supply chains (Reuters, 2016). 
Investors help with funding needed for important investments. Investors stakeholders can help M&S resolve its current problems by communicating with M&S on their ideas and methods to improve the company. 






4.0 Conclusion 
4.1 
[bookmark: _Hlk519613793][bookmark: _Hlk519507792]Strengths of M&S are that the company provides customers with an excellent online experience which enabled the growth of M&S.com in 2014, with weekly site visit of 7.8 million in 2016 (Marks and Spencer, 2015). ‘Shop Your Way’ service enables shoppers to collect online orders in any UK store. M&S’s creative digital channel includes several projects such as ‘TryTuesday.com’ improving the shopping experience for its customers. 
However, M&S relies on the UK market for sales, in 2016 M&S generated 89.7% of the total revenue from the UK (Mintel, 2009). Dependency on the UK market for major portion of its revenue makes M&S vulnerable. If there are changes in regulatory developments in the UK, M&S will face financial problems. 
4.2
[bookmark: _Hlk519506315]The main areas of concern to M&S are the economic uncertainty after the Brexit referendum. Brexit has posed a threat to M&S as there will be an impact on product imports and the company may have to restructure its supply chains (Reuters, 2016). M&S has suffered market share losses when entering new markets due to a higher cost structure (Marks and Spencer, 2015). Since the Government is still negotiating Brexit deals M&S may face further problems in the future. 
4.3
M&S has strengths over other competitors such as in the food business, leading to an increase in sales. M&S is taking opportunities to utilise this trend by expanding food stores (The Economist, 2015). Customer stakeholders can help M&S resolve current problems by providing customer feedbacks, which allows M&S to ask questions about their competitors and use feedback to improve their products. 
5.0 Options
M&S should consider closing stores in areas which are making a loss and open more ‘Simply Food’ stores. M&S has maintained its margins and outperformed the market by 3.5% due to its unique food store (Marks & Spencer, 2017). Since the food stores and online shopping are becoming more popular, the company could improve further by having collection points in the food stores for customers who want to collect their online shopping. This method would reduce loss through keeping high street stores open. M&S’s offers ‘Shop Your Way’ service, which allows its customers to place an order online and collect the item in any of the UK stores.  
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