


Executive Summary

The purpose of this report is to discuss the nature, scope and impact of the problems that Debenhams is currently facing. The report provides an overview of the organisation, the development and a description of Debenhams current product portfolio. Also discussed are the causes of the problems at Debenhams using the SWOT, PESTLE, FISHBONE and STAKEHOLDERS Analysis.
The report concludes that Debenhams is currently trying to cut costs to ensure the long-term survival of the organisation and is currently struggling among tough competition from online retailers, lower consumer demand, a weak pound and high levels of debt.
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1.0 Terms of References

[bookmark: _GoBack]This report was requested by the Lecturer of the University of Wales-Trinity Saint David, Anthony Burns on the 4th of October 2018. The Purpose of this Report is to discuss the nature, scope and impact of the problems that Debenhams is currently facing. This report was written by Lacramioara Intea. The main problem is that Debenhams is currently trying to cut costs to ensure the long-term survival of the organisation and is currently struggling among tough competition from online retailers, lower consumer demand, a weak pound and high levels of debt. This report was submitted on 09 January 2019.






2.0 Procedure
A number of relevant textbooks, journals, newspapers and websites were read in order to compile this report.













3.0 Introduction

Debenhams Plc is a multinational retailer and one of the United Kingdom’s longest continuously operating goods and clothing retailers. The company owns approximately 100 stores and in the British market is in the top five retailers with annual sales of more than £1.3 billion. (Reference for Business, 2018)
It offers food services, furniture and household products, gifting services and clothing. Also, offers a wide range of brands of its own as well as foreign brands and concessions. It is a United Kingdom’s top division stores group that offers a great presence in menswear, womenswear, childrenswear, health and beauty, lingerie, accessories and home. (Barakaat Consulting, 2018)


4.0 Findings
4.1 History 

Debenhams was founded in 1778 by William Clark and it was located in London. The company name was Flint & Clark and it was a seller of clothing and other items. In the 19th century William Debenham joined the company and the company was renamed Clark & Debenham. The company started to expand in London and into other parts of the United Kingdom. In 1851 Clement Freebody joined the company and the name changed once again to Debenham and Freebody. In 1905 Debenhams Ltd. was created.
Debenhams build in the first 100 years a strong and exclusive reputation among its customers by manufacturing operations and producing the company’s own clothing designs. 
In 1913, the company expanded, purchasing Harvey Nichols that became an exclusive, high-end label. In 1928 Debenhams went public, listing its shares on the London Stock Exchange.
From 1950, Debenhams build a new, stronger and more centralized management that transformed the company into a modern firm.
In 1970 the company add new chains, creating the Top Shop with women’s fashion and acquiring two other existing chains.
By the 1980s the company operated 65 department stores but because of the recession in the 1970, Debenhams was facing difficulties. In 1985 Debenhams joined on the British retail scene by Burton Group and it went on a restructuring program. By the end of 1990s is started to expand once again and regained its profit and sales. 
 	In 1997 the Burton Group “demerged” from the Debenhams chain and Debenhams become a public and independent company. It owned more than 90 department stores, 118 restaurants, wedding gift service and internationally brands. 
Debenhams continued to expand in the United Kingdom, opening 17 new stores. In 1998 were also opened two franchises in Bahrain and Kuwait and in 1999 in Dubai and Jeddah. (Reference for Business, 2018)

	4.2 Current problems

	According to Ram (2018), Debenhams is currently struggling among tough competition from online retailers, lower consumer demand, a weak pound and high levels of debt. 
	Debenhams is operating in one of the most challenging parts of retailing at the moment because customers are increasingly shopping online. (Cooke and Benwell, 2018)
[bookmark: _Hlk532845239]	Debenhams has asked advisers to search for restructuring plans that could lead to store closures and is considering its options which include store closures and insolvency. (Cooke and Benwell, 2018)
The company became a target for short sellers who borrow shares in the hope of profiting when the prices fall. “About a fifth of shares in Debenhams, which has issued three profit warnings this year, are on loan to short-sellers”. (Ram, 2018)
Debenhams is facing long and inflexible leases which make the company to lose a lot of capital. The company identified 30 stores that could be resized and is in negotiations with landlords and is it’s cutting back on capital spending in 2019. Big department stores are expensive to run and require constant investment. (Simpson, 2018)
Debenhams has “lost more than 90 per cent of its market value since 2006, when it was relisted on the London Stock Exchange after being taken private in 2003”. (Ram, 2018)











4.3 SWOT Analysis
SWOT Analysis is a framework that helps the organisation analyse the internal and external factors that might influence the existing plan. SWOT Analysis supports the company to understand what the dynamics between the present situation and the expectations are. 
Strengths and weaknesses are internal factors and are controlled by the organisation itself. Opportunities and threats are external factors that might or might not be controlled by the organisation. After analysing all the elements, the organisation should be able to convert the weaknesses and threats in strengths and opportunities. (PESTLE Analysis, 2013)
	Strengths
	Weaknesses

	1. Debenhams is a well-recognised brand in UK  
2. The company has more than 150 stores across UK, Ireland and Denmark and it is present in 20 countries
3. Debenhams has strength in merger and achievements of companies
4. Is a strong multi-brand retail stores with excellent customer services
5. It has a vast portfolio that include Fashion clothing, shoes, accessories, cosmetics, home and furniture, electricals, gifts, toys and services
6. Debenhams has nearly 30,000 employees 
	1. Presence of many retail stores makes the market share capture slow
2. Debenhams has limited global geographic presence 
3. Not appealing to younger customers
4. Easy to get replaced products
5. Pricing is higher than high street brand (e.g. H&M)
6. Buying too many stocks to get squeeze margin

	Opportunities
	Threats

	1. Debenhams can open more Franchise model that would help make global presence
2. Open new stores in European territories
3. Consumers preferences and choices evolving at a fast pace in fashion industry
4. Investing more in own brands
5. Improve the store design, visual merchandising and product presentation
6. Encourage customers to buy in full price by offering better products and lower down the buying volume

	1. Rising the prices of products would increase input costs
2. Debenhams might be required to switch brands because of High brand awareness and choice for specific products 
3. High competition
4. Climate changing – warm Autumn/Winter and wet Spring/Summer
5. Culture difference and foreign exchange rate when go internationally



 (Management Resource, 2018)

[bookmark: _Hlk532935518]4.4 PESTLE Analysis 
Debenhams Plc PESTEL analysis is a strategic tool to analyse the macro environment of the organization that have a direct impact on Debenhams and also can impact other players in the Retail.
 PESTEL stands for Political, Economic, Social, Technological, Environmental and Legal. 

4.4.1 Political Factors that Impact Debenhams Plc

“Political factors play a significant role in determining the factors that can impact Debenhams Plc's long-term profitability in a certain country or market. Debenhams Plc is operating in Retail in more than dozen countries and expose itself to different types of political environment and political system risks. The achieve success in such a dynamic Retail industry across various countries is to diversify the systematic risks of political environment. Debenhams Plc can closely analyze the following factors before entering or investing in a certain market-
· Political stability and importance of Retail sector in the country's economy.
· Risk of military invasion
· Level of corruption - especially levels of regulation in Consumer Services sector.
· Bureaucracy and interference in Retail industry by government.
· Legal framework for contract enforcement
· Intellectual property protection
· Trade regulations & tariffs related to Consumer Services
· Favoured trading partners
· Anti-trust laws related to Retail
· Pricing regulations – Are there any pricing regulatory mechanism for Consumer Services
· Taxation - tax rates and incentives
· Wage legislation - minimum wage and overtime
· Work week regulations in Retail
· Mandatory employee benefits
· Industrial safety regulations in the Consumer Services sector.
· Product labelling and other requirements in Retail” (Fern Fort University, 2018)










4.4.2 Social Factors that Impact Debenhams Plc

“Society’s culture and way of doing things impact the culture of an organization in an environment. Shared beliefs and attitudes of the population play a great role in how marketers at Debenhams Plc will understand the customers of a given market and how they design the marketing message for Retail industry consumers. Social factors that leadership of Debenhams Plc should analyze for PESTEL analysis are -  
· Demographics and skill level of the population
· Class structure, hierarchy and power structure in the society.
· Education level as well as education standard in the Debenhams Plc ’s industry
· Culture (gender roles, social conventions etc.)
· Entrepreneurial spirit and broader nature of the society. Some societies encourage entrepreneurship while some don’t.
· Attitudes (health, environmental consciousness, etc.)
· Leisure interests” (Fern Fort University, 2018)

4.4.3 Environmental Factors that Impact Debenhams Plc
Different markets have different norms or environmental standards which can impact the profitability of an organization in those markets. Even within a country often states can have different environmental laws and liability laws. For example, in United States – Texas and Florida have different liability clauses in case of mishaps or environmental disaster. Similarly, a lot of European countries give healthy tax breaks to companies that operate in the renewable sector. 
Before entering new markets or starting a new business in existing market the firm should carefully evaluate the environmental standards that are required to operate in those markets. Some of the environmental factors that a firm should consider beforehand are -
· Weather
· Climate change
· Laws regulating environment pollution
· Air and water pollution regulations in Retail industry
· Recycling
· Waste management in Consumer Services sector
· Attitudes toward “green” or ecological products
· Endangered species
· Attitudes toward and support for renewable energy
(Fern Fort University, 2018)




4.5 Fish bone

“Debenhams operational issue:
Product range
• Unfashionable design
• Not sophisticated
CSR policy
• Locally sourcing
• Weak - compare to M&S
Poor promotion strategies
• Boring catalogue
• Unattractive visual merchandising
• Need to increase more brand awareness
Internalisation
• Opening new franchise stores
• Local language site
• Currency
• Culture difference
• Sourcing and delivery
New media challenge
• More Smart phones, tablet users
• Online site provides international sales
• E-commerce with social media
Distribution developing
• Inefficiency sourcing delivery
• Supplying chain
• Buying too much stocks
Pricing
• Too much promotional pricing
• Easily go into the markdown price
• Sales perception minded for customers
Competitive
• Competitive environment in retail market
• Warning for the sales related to gross margin” (Wang, 2013, p.30)







4.6 Stakeholders Analysis

                                LEVEL OF INTERESTPOWER







5.0 Conclusions

In conclusion, Debenhams is currently trying to cut costs to ensure the long-term survival of the organisation.
Debenhams is currently struggling among tough competition from online retailers, lower consumer demand, a weak pound and high levels of debt. 
Other issues the company is facing are the fact that the prices are higher than other high street brands, the products are not appealing to younger customers and also the fact that the company has a huge stock of merchandise. 
Another important problem is that Debenhams is facing long and inflexible leases which make the company to lose a lot of capital.




6.0 Recommendations

Debenhams should improve customers shopping experience. The organisation should focus more on the online sales and ask customers for feedback. 
Debenhams should try to raise its status by lower down the stocking and try to sell it on the full price.
The company should invest more in its own brands and improve the store design.
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