


Executive summary
This report provides an analysis and evaluation of Debenhams store. Methods of analysis include Debenhams description, nature, current problem SWOT, PESTLE and stakeholder’s analysis. The report finds the prospects of the Debenhams in its current position are not positive, Debenhams has crashed to an annual loss of nearly £500m. The major areas of weakness require further investigation action by managers.  The report below is focus on shop products, customers experience and online shopping. 
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1.0 [bookmark: _Toc534944588]Term of Reference
The following report was made in relation with a question from the lecture Anthony Burns, if Debenhams can survive and can thrive on the market. The author, Malgorzata Szpila is a student of programme Certificate of Higher Education Skills for the workplace. Date of request 1.12.2018, the project was submitted on 11.01.2019.
[bookmark: _Toc534944589]2.0 Procedure
Attended to classes and familiarize with the topic of SWOT Analysis, PESTLE analysis and stakeholder analysis. Getting to know the scope of the Debenhams development and current product portfolio. The main sources of information were websites and books. 
[bookmark: _Toc534944590]3.1 Debenhams – overview, development and description of product portfolio
Debenhams is one of the UK’s oldest retailers. The business was founded in the eighteen centuries in London and formed by William Clark. Initially the shop was offered silks, haberdasher, lace, millinery and family mourning goods. With the development of sales, a new product was offered (muslins, shawls, gloves and fancy goods). Debenhams has a history over 200 years, 165 stores in UK, 11 in the Republic of Ireland and six in the Denmark. All the shops are situated in prime locations. In 18 other countries the Debenhams has 58 stores, the brand is trade under licence where the business has 15 million customers and 230 million visits thru website (2013). Franchise stores are currently located in: Armenia, Australia, Bahrain, Cyprus, Egypt, Estonia, Gibraltar, Iran, Jordan, Kuwait, Latvia, Libya, Malaysia, Malta, Pakistan, Philippines, Qatar, Saudi Arabia and United Arab Emirates (Debenhams Official Page, 2018). 
The Debenhams in known as an exclusive brand where the products are well-designed and stylish. The range of prices suits the budgets across variety of customers and age groups. The heart of the business model is unique and differentiated products. They sell a mix of own brands and international brands. The customers can find there: Womenswear, Menswear, Childrenswear, Lingerie, Accessories, Beauty, Home and gift and Food service. Debenhams portfolio for 21 years include exclusive designs in all product categories. Current portfolio of designers: Abigail Ahern, Jeff Banks, Ted Baker, Jasper Conran, Frost French, Patrick Grant, Henry Holland, Julien Macdonald, Savannah Miller, Jenny Packham, Preen, Janet Reger, John Rocha, Matthew Williamson, Richard Quinn. The above-mentioned “brands” are a truly global lifestyle designers, strong and trust brand with a proud British heritage. 
In 2017 Debenhams announced a new strategy which will deliver growth and efficiency. The key point for growth will be a “Social Shopping” (shopping via mobile phones) and offering new products and services. Efficiency means removing barriers to shopping on-line and in store. 
Debenhams mission is “to make shopping, confidence boosting, sociable and fun”.
The business strategy is based on four pillars:
1. Delivering a compelling customer proposition
2. Increasing availability and choice through multi-channel
3. Focusing on UK retail
4. Expanding the brand internationally.

[bookmark: _Toc534944591]3.2 Nature, scope and impact of the current problems facing Debenhams
After a disastrous year for Debenhams, further existence on the market is one of the main topics in the coming year. High Street veteran Debenhams faced a profit warnings three times in the last year. The business is struggle with general growth in business rates (increased by 3% in April.), wages and rent (Hawker, 2018). The company had £491.5m statutory pre-tax loss for the year to September 2018. Down from a £59m profit the previous year and underlying profit before tax more than halved, dropping 65.1% to £33.2m.
On 10 September 2018 the company In Jun 2018 Debenhams has confirmed plans to close up to 50 stores. It almost a third of UK wide chain (Butler). Debenhams currently employs around 26.000 people, but 4.000 jobs are at risk. In the next three to five years the closures would take place (Butler, 2018). Sergio Bucher, CEO, commented and blamed “challenging environmental “, saying the consumers are more likely to spend a money on-line rather in shop, and, they are not spending much money (Chapman, 2018). Another problem might be a low consumer confidence. United Kingdom consumer confidence fell to -13 in November from -10 in October, it means that people less often are spending money on things like clothes, beauty products or homeware. Consumers spend more money on holidays and experiences.
[image: ]
Figure 1 United Kingdom Consumer Confidence, source: trading economic, 2018.
Debenhams is still profitable, but it only made £33m, though £3bn worth of sales. The amount of the stores affects expenses related to rental costs. Laith Khalaf, senior analyst from Hargreaves Lansdown, said:  "Despite the dramatic drop, this is still a business in a state of transition, and while the upside could be considerable if Debenhams turns things around, there is still a risk of further losses, particularly given the fragile and dynamic consumer environment” (BBC, 2018).
[bookmark: _Toc534944592]3.3 Analysis of Debenhams
[bookmark: _Toc534944593]3.3.1 SWOT Debenhams
This stands for Strength, Weaknesses, Opportunities and Threats. 
Strengths
· Establish brand with loyal customer base. Debenhams brand has strong recognition because they offer a good and exclusive brand. Good quality of products gives customers a reason to shopping with them again and spend more money. 
· Unique and diversifies product offering. The business is offering a mix of own and international brands. Half of Debenhams sales are made by brands which are available only at Debenhams. “Designers at Debenhams” is one of the key points why customers are buying there. Over 20 years of experience gives the business a longstanding relationship with designers. This experience gives them an advantage over the competitions (Debenhams Official Page, 2015). 
· Strong relationships with more than 1.000 suppliers, who provide the business with high quality products, local market expertise and logistical support.
· Strategic locations.
· “Good, better, best” price architecture – they can reach various socio-economic groups. 
· Comprehensive wedding list and services. 
Weaknesses
· Not be able to predict customer preferences. Most of the income comes from the sale of womenswear and beauty products. The business is trying to follow the trends, however, is somewhere in the middle between a well know and prestigious Debenhams and an ordinary shop with fashionable products.
· Limited advertise for 16-25 group of people. 
· Large number of physical stores on the market, means more cost than in online shop (high rental fees, staffing).
· The website has a poor functionality it is overcomplicated and clunky. Has a bad review (for example: reviews on Trustpilot - bad [footnoteRef:1]. [1:  An example of bad review in internet - www.uk.trustpilot.com/review/www.debenhams.com.] 

Threat
· Hight competitive environment (fashion industry, for example House of Frasier, Mark and Spencer, Zara)
· Increased political uncertainty over Brexit. It might affect on delay investment and curtail employment growth.
· Weather conditions which affects sales. 
· Hight business rates
Opportunities
· Franchise model gives to business important opportunities (Middle East markets partnership gives account for around half franchise operations). 
· Closures another retailer such as House of Frasier, Homebase, Toys’R’Us is starting to transfer sales intro Debenhams.
· Wholesale customers with strong growth via digital partner Zalando.
· In 2018 the business launched a mobile site for international e-commerce. 

[bookmark: _Toc534944594]3.3.2 PESTLE ANALYSIS
Technological
Debenhams is a well-established, large international multi-channel retailer but they also are growing in online sales. The digital sales growth of 10% and was powered by strong mobile demand (Rigby, 2018). 60% of online order was made through the smartphone. The nature of physical store is changing, Debenhams has a chance to involve the customers to shopping with them online, use an app, use a click and collect idea or use a computer inside the store. 
Socio-Cultural
Social factors scrutinize the social environment of the market. They are known as demographic changes and look at changes in the population of the country. This includes for example trends, health, lifestyle or cultural barriers. These are important for Debenhams business because they are targeting certain customers. Changing tastes and customer demographic means that Debenhams needs to meet the changing demand such as the “Instagram lifestyle” conscious nature of millennials (Stein, 2013). Paco Underhill (2000), researchers in retailing, explains: “People want to shop; it’s in our genes. We are social species. From our days as hunters and gatherers, we have needed to be around others”. The social aspect of shopping is an important aspect of shopping. Stores are a setting for social interaction, which could potentially improve the social relationships (Dollerup,2017).  
Environmental 
Government and lobbying campaigners are making consumers more aware of ocean plastic and its impact on wildlife and their own health. Two in five UK women aged 16-24 would like to see more eco-friendly fabrics used in clothes (Customer trends, 2018). This mean the customers relationship can be improved by introduction ethical and “eco-friendly” products. Eco-friendly clothes, furniture and cosmetics can be a future for the store. 
[bookmark: _Toc534944595]3.3.3 Stakeholder Analysis 
Stakeholder list
Primary Stakeholders, internal:
· Customers – heart of decision making, every decision made by management needs to meet customers’ expectations they are depend on products and services. 
· Management/ Strategic partners/ Strategic clients
· Employees – giving employees an effective voice can build open a trustful relationship between managements and employees (CIPD, 2017). 
Secondary Stakeholder, external:
· Competitors – House of Fraser, Mark and Spencer, ASOS, Zara
· Government – Vat, taxation, legislation 
· Suppliers
· Media
· Shareholders
[bookmark: _Toc534944596]3.3.4 Stakeholder diagram

The table below shows influence and importance of stakeholders. Without these stakeholders the organization would not exist.
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[bookmark: _Toc534944598]4.0 Conclusion
Debenhams is a “strong and trusted” brand with 19 million customers over the past year but it is not enough. Todays market is crowed and very demanding. Only in the last year the group lost £491.5m in the year leading up to September. Also, the Christmas shopping was not good this year. From November 24, 2019 to January 5, 2019, Debenhams saw a like-for-like sales drop of 3.4% (Odell, 2019). The business has a great marketing potential, long-standing tradition and loyal customers but it does not keep up with the current trends. Debenhams is perceiving as an old-fashioned shop, which has nothing to offer for a young customer. Inside the store people should to find a balance between higher margin, stylish private label ranges and lower margin aspirational brands. Without customers commitment the shop will not exist. The management need to find a way to attract whole range of customers inside the store. 
[bookmark: _Toc534944599]5.0 Options
The summary will be divided into two parts:
1. In store experience and products quality
The products should to be seen as “excellent” retails standards.  The brands are premium, but this should stand out in how it is delivering to their customers. Customers want to feel value and unique while they are served, then they are more likely to stay longer in the shop and spend more money.  Pleasurable experience inside the store could motivate the customer to be more loyal toward a company and buy more (Pullman & Gross, 2004). Debenhams as a brand should to focus on improving the fabric quality and try to get more new collections across brands, because the company is perceived as slightly outdated. In September 2018 Mother Design has redesigned Debenhams’ logo. Described as a “modern and approachable twist” (Rogers, 2018). The change of the logo suggests visual expression of the change which are taking place inside the business.  It was a good idea that helped refresh the company's image. 
2. Online shopping
Th website should to be more eye-catching, because only fifth of Debenhams sales are online. To advertise and reaching target audience Debenhams should to identify the most effective media platform.  Facebook, Instagram, Twitter are good environment to connect with the new generation of consumers. Online growth for Debenhams must meet the needs of all customers type.
· Using YouTube as a channel for communication can help to create bonds with customers. Daily vlog about new lines, promotions, cosmetic or DIY project.  
· Engage well-known people who will promote products on their channels
· Instagram profile where people can use Debenhams hashtag to share with others what their bought etc. 
Previous online shopping experience is one of the is the key point in making the customer re-purchase. How useful and easy to use was an application because consumers evaluate online shopping experience in terms of form of visual appeal, payment, delivery terms, service, privacy, security and entertainment (Perea, 2004).  Debenhams needs to become an attractive and sociable destinations that will encourage customers to visit the shop more frequently.
[bookmark: _Toc534944600]6.0 Appendices

[bookmark: _Toc534944601]Overview of Debenhams. Figures in £(m) unless stated
	Sales
	2277.000

	EBITDA
	-480.000

	Operating Profit
	-173.700

	Pre-tax Profit
	-491.500

	Net Profit
	-461.000

	Capex
	-136.000

	Operating Cash Flow
	127.800

	Net Working Capital
	-278.900
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