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Executive Summary

[bookmark: _GoBack]M&S, a well established British company, which operates in the clothing, food, and finance sectors is in steady decline.

It made a six month loss of £87.6 million in September 2020.  This was largely due to its clothing sector.  M&S recently acquired a partnership with Ocado, and its online groceries sales have grown since.

M&S uses Customer Relationship Management system (CRM) to help it communicate with its customers.  They use social media such as Instagram and Facebook to keep its customers updated.  The M&S Sparks loyalty card scheme is very popular with 6 million members.  This scheme allows M&S to access direct customer feedback and allows them to promote specific products to them via email.

M&S uses a strategy called Plan A to help it become a more Ethical and sustainable business.  It uses quality management system to continuously improve on its products and impact on its stakeholders. In comparison to Tesco, M&S is a market leader in the field of ethics and sustainability, however, this fact is not widely communicated with the customer in a prominent manner.

It lacks being more specific in its target audience I.e. M&S tries to attract a wide audience with its clothing.  It doesn’t differentiate between younger customers and older customers.  It needs to go out on young customers to gain market share.  It can also produce lower priced items to attract a wider customer base.

This will help the company in its objective of depriving the M&S brands decline.











Table of Contents
Introduction	4

Findings	5
Marks and Spencer: Background	5
Customer Relationship Management	6
Marks and Spencer’s CRM...............................................................................9
 Ethics................................................................................................................................11
Sustainability.....................................................................................................................13
Ethics and Sustainability: M&S vs. Tesco........................................................15
Quality...............................................................................................................................17
Segmentation....................................................................................................................20
Conclusion......................................................................................................................................21
Recommendations.........................................................................................................................22
References.....................................................................................................................................23


















1.0. [bookmark: _Toc66963975]Introduction

This report was requested by Marks and Spencer CEO, Steve Rowe, on February14, 2021. This report was compiled by the Marketing Manager, Bilkis Hussain, with a completion date of 19th March, 2021.  
The purpose of this report is to look into Customer Relationship Management in Marks and Spencer and the impact it has on its business activities.  Marks and Spencer has made its first loss in 94 years (BBC, 2021).  Competition for customers is vast and without a direct relationship with its customers loss making could become a trend in the near future.  The report also looks into the link between customer relations ethics, sustainability, quality, and segmentation.  It also provides a comparison with one if its major competitors.

The research is primarily carried out through the use of secondary research methods such as books, online articles, and journals.

 



















2.0. [bookmark: _Toc66963976]Findings

2.1. [bookmark: _Toc66963977]Marks and Spencer -  Background

[bookmark: _Toc66963978]Marks and Spencer was established as Penny Bazaar in Leeds in 1884 (M&S1, 2021).  It was established by Michael Marks and Tom Spencer and sold largely items of lower values, hence the name Penny Bazaar (M&S Archive, 2021).


[bookmark: _Toc66963979]It is now a well established multinational company with over 1500 stores across the globe (M&S2, 2021).  Marks and Spencer operating sectors include retail clothing, groceries and finance.


[bookmark: _Toc66963980]Marks and Spencer has had a very tough time over the last decade as figures have shown revenue and growth have been declining for the last five years (Macrotrends, 2021).  This data also indicates that in general the company has been in negative growth year on year.

[bookmark: _Toc66963981]According to Marks and Spencer, their total operating profit margin has also been on the decline (M&S3, 2021).  Their profit after taxation in 2014 was £506 million but in 2018 it had decreased to a lowly £29.1 million.

[bookmark: _Toc66963982]In addition to that, more recent data has revealed that Marks and Spencer’s six monthly figures as of September 2020 produced a loss of £87.6 million (BBC, 2021).  This is a result of the effects of Covid-19 and the inability to keep up with the latest technological advances (Sengupta M, 2018).

[bookmark: _Toc66963983]Marks and Spencer’s market share in the food retail sector as of April 2020 was 3.1 % (Statista, 2020).  This figure is expected to rise since its partnership with Ocado, which also has a market share of 1.7 % (Evening Standard, 2020).








2.2. [bookmark: _Toc66963984]Customer Relationship Management
[bookmark: _Toc29560023]

[bookmark: _Toc66963985]CRM is the core business strategy that integrates internal processes and functions, external networks, to create and deliver value to targeted customers at a profit.  It is grounded on high quality customer related data and enabled by information technology.   (Buttle F, 2009, P.14) 

The Above definition of Customer Relationship Management (CRM) provides an insight into the process of what CRM actually does.  It is a system which businesses adopt to gather an insight into its customers and their wants and needs as well as their level of satisfaction.  This information can be obtained via surveys, feedbacks, websites, social media sites etc.  It’s the use of technology that allows current systems of CRM to function at its best.

In order to understand CRM, one must understand the customer lifecycle as described by Zendesk (2020).    A customer lifecycle has the following elements:

· Reach – customer searches for a product and may compare shops on their mobile or computer, also reads product review.  Customer data is collected.
· Acquisition – customer will look into the benefits of the product on offer and compare it to competitors.  This is mainly done through website.
· Conversion – after analysis customer is happy to purchase product.  However, the purchase process needs to be easy and efficient.  A good example would be to send a reminder to any customer who has abandoned the shopping cart to finalise the purchase.
· Retention – encouraging the customer to buy again is important by offering promotional discount, new products etc.
· Loyalty – in this stage the customer is loyal to the brand and promotes the brand to others.  Points / rewards system will help drive the loyalty factor further.


The CRM process is essentially the same process as the customer lifecycle.  Both processes use the marketing department to aid in the search of the product, the sales department in the purchase of the product, and the customer service department in the after sale of the product.  In essence CRM is a system that utilizes the use different departments to work in collaboration to achieve the ultimate customer experience and help drive growth for the company.

[image: ]
Diagram: Zendesk: Customer Life cyle& The CRM Process



Implementing a CRM system can have many benefits for a company and its customers these include the following:

· Increase sales and revenue –when the sales process is streamlined and automated, analysis of sales data can be carried out quicker resulting in quicker actions to remedy or increase sales figures.  The automation of some of the tasks allows a sales rep to focus on selling rather than perform administrative tasks. 
· Customer insights – services to customers can be personalized through the use of deep insights into the data stored on customers.  The data can be analysed in real time to offer customer something they may like or want.  For example, if a customer looks for a pen, then data from what other customers bought along with a pen could be used to offer customer another product i.e. a refill for the pen ink.
· Target marketing – customers can be specifically target via specific platforms i.e. sending a certain group of customers (market segmentation) emails or postal offers for a particular range of products that they may be interested in.  This data can be ascertained from their purchase history.
· Customer experience management – a CRM system has a collection of all customer data, such as purchase records, so when a customer calls customer service staffs are already aware of it.  Therefore, any issues can be resolved quickly without customer having to repeat information.  This will provide a better overall experience for the customer by making things quicker and smoother for the customer.
· Internal and external collaboration – as the data is centrally stored, all department including sales and customer support team are able to view full customer history ensuring there’s no miscommunication and the data is accurate and relevant.
· Better supply chain management – as sales figures of products can be obtained from live data through a CRM system, the demand for a particular product can be estimated and the appropriate levels of supply can be organized through the suppliers.  This will help eliminate the embarrassment of an item being out of stock (Chron, 2021).

A CRM system can also have some disadvantages to some businesses.  These include the following:

· Increased costs – the cost of using and investing in a CRM software can become a burden for some businesses.  For example, you would require specialist software, hardware; IT staff to handle a CRM system and a small business may not be able to afford such a system due to limited resources (NIBUSINESSINFO, 2021).
· Data Security – customer data is stored in a centralized place, this contains personal customer information which can be valuable to criminals and is at risk of being breached.  This data is vulnerable to hacking it can also be affected by loss of power and damage to the CRM system (Businessparnter, 2018).
· Human interaction – CRM can become exclusively automated.  This would take away the human factor from the process and this may not be a good thing.  Customers expect to deal with humans and only humans can really understand their thoughts and feelings.  If customers deal with a CRM system over the phone they could feel alienated and their experience can be bad (Businessparnter, 2018).
· Initial Training – training to use a new system across many departments can be difficult and may take time.  Without appropriate support and guidance employees can become frustrated and this could result in an inefficient initial period. 










2.2.1. Marks & Spencer’s CRM

In order to understand the CRM system in use in Marks and Spencer, one must understand the concept of touchpoints.

A touch point is every interaction a customer has regarding the product or brand (ID Foundation, 2020).  This can be as simple as going to a company’s website and the impression customer gains from the use and feel of the site.  It can also be reviews found on your companies or products on external sites.

According to Nutshell (2021), it is important to establish a trust with the customer by educating them about your product at every touch-point.  These touch points include when they first visit your website / store, quality of the products on offer, the after purchase service provided such as fast delivery, and how that relationship is maintained in the future.  This can be done via customer rewards cards.

Marks and Spencer uses TV adverts as well as online media, such as Facebook and Instagram to entice the thoughts of potential customers with its food advertising.  According to The Drum (2020), one of Marks and Spencer’s Christmas food advert reached 34 million adult viewers in December 2020.  Over the course of the advert it was projected to have reached 98 % of all busy families.  This is an example of how Marks and Spencer utilities CRM through the use of media.

Mark and Spencer uses a firm called Starcount to help it enhance its customer understanding and insight through personalization of its CRM programes which includes the M&S Sparks Card (M&S4, 2018) 

Starcount uses a system called D.I.A.L for managing CRM programmes (Starcount, 2018).  This system consists of the following:
· Data – having large amounts of customer data, which is well organized.  This data can then be used for market segmentation.  These data are obtained through use of social media, websites, and in store from the customer.  The M&S Sparks Card is a big source of such data as it has over 6 million members (M&S4, 2018)
· Insight – finding insights such as customer’s birthday or a wedding anniversary can be important for sending them message and possible offers or gift ideas in order to generate a sale as well as further enhancing the relationship with the customer.
· Action – having data available doesn’t mean much without action.  Action must be taken to implement effective use of such data.  Like above sending the message.

According to YouGov (2021) Marks and Spencer is the most popular department and home store in the UK with a positive opinion rating of 75%.  It was also regarded as the most trusted retailer by another YouGov survey back in 2010 (Talking Retail, 2010).  This is a clear indicator that Marks and Spencer is effective at gaining the trust of it customers and has an effective CRM system in place.

However, this does not explain why M&S financial results are in freefall.  An article in the Guardian newspaper (The Guardian, 2020) provided an insight into why they could be losing to their competitors.  Some suggestions are as follows:

· Become unfashionable – they have failed to find a price and fashion formula to compete with firms like Zara, Primark, Hush, and Next.
· Poor online clothing – they were slow to adopt the notion of online clothes shopping.  
· Almost no food online – at the time of the article M & S had just become a partner with Ocado to deliver food to its customers.  Prior to this they had almost no online food selling ambitions.
· Purchase errors – buying wrong size of clothing.
· Out of date stores – Stores that were built in the 1920’s have not been modernized.

In short, M&S is failing to understand what their customers want and it demonstrates the fact that M&S needs to further enhance its CRM system to meet customer demands and then act on the data it receives via its CRM system.



 













2.3. [bookmark: _Toc66963986]Ethics


“Ethics consists of the standards of behaviour to which we hold ourselves in our personal and professional lives.  It establishes the levels of honesty, empathy, and trustworthiness and other virtues by which we hope to identify our personal behaviour and our public reputation........In our professional lives, ethics guides our interactions with customers, clients, colleagues, employees, and shareholders affected by our business practice”
(Openstax, 2018, P.7)

The above definition of ethics simply implies that businesses need to have integrity in the way in which it operates.  It should deal with stakeholders and the external business environment with honesty, empathy, and trustworthiness amongst many other virtues.

There are many advantages of being a company which conforms to good ethics and these can include:

· Improved employee happiness, motivation and recruitment – a company which values its business ethics and confirms to it may well have employees who also value these virtues and in return are proud to work for such an ethical company.  For example, a company may choose not take advantage of a tax loophole and decide to pay more tax than legally required thus creating a positive contribution towards running of the country.
· Gain competitive advantage by improving brand recognition and awareness – a company which is seen ethical can attract more customers and investors as ethics is seen as a positive notion in society.
· Better for society and environment – an ethical company may not wish to directly dispose its waste products into the environment.  It may remove the harmful product and then dispose the waste into the environment or even recycle that waste.  This may be a more costly process but will benefit the environment and society in the long run.
· Allows businesses to function properly – by having well structured ethical policies such as no corruption, abiding by all relevant laws in every country it operates in, it gives a business a chance to function and grow without having to deal with problematic issues such as dealing with the tax office for corruption, being in breach of environmental laws, or minimum pay laws, or workers right laws and then having to divert resources to resolve those issues.  (Openstax, 2018)
· Attract more investment – if a company is seen as ethical then they could attract more investors who are ethical themselves and look to invest into such companies.

Those businesses that are ethical may come across some of the disadvantages associated with ethical companies and these include (Tutor2u, 2021):

· Higher costs – if the company is going to source its goods from Fair-trade suppliers then the cost of the raw material will be higher and the business may have to absorb some of that cost or pass it on to the customer.  This would mean the end product is more expensive to purchase.
· Higher overheads – businesses may need to train their staff and suppliers about ethics and its value.  It must dedicate resources to do that.




























2.4.  Sustainability

“Sustainable development is development that meets the needs of the present without compromising the ability of future generations to meet their own needs.”
(IISD, 2021, P.1)

The above definition of sustainability from the International Institute of Sustainable Development is amongst the most widely used definition.  This definition looks into for the future generations.  It does not state what it to be preserved for example should natural resources be used to generate wealth and save that wealth for the future generation.  It would be fair to assume the definition is referring to preserving the planet and its resources for the future generations.  For example using less fossil fuel and brining down Co2 levels to preserve the atmosphere (IEA, 2020).  Another example being use of less plastic products as its endangering the ecosystem in the sea (IUCN, 2021).

A good sustainability strategy will have a positive impact on CRM as the stakeholders would see the business is focused on caring for the planet and its people.
The advantages of having and maintaining a sustainability strategy in business is similar to that of ethics with the addition of the following:

· Societal impact – producing higher quality and long lasting goods can reduce the carbon footprint of a product as this product will be replaced less often (NIST, 2015).  Higher quality product means customers will pay more initially but the product will last longer so they will save money in the long term.

· Reduced energy cost – by improving methods of production, using less water, and even changing to energy saving lighting can reduce consumption of energy as well as increasing productivity thus benefitting the company and the environment (EEL, 2016).  Reduced cost of production can mean customers will pay less for the product.

· Better future adaptability –being at the frontline of sustainability means the business will be will be better prepared to adopt new rules and regulations with regards to sustainability (RMA, 2021).


The disadvantages are also similar to ethics with the addition of:

· More rules and regulations – as sustainability requirements increase there may well be government targets which must be met.  This could involve more resources being invested into meeting target and if targets are not met then there could be fines.
· Following sustainability could mean customer end up paying more for their product.  For example Fair-trade products cost more to buy as the supplier is paying more to produce it.  


Good on you is a website which rates how ethical and sustainable a clothing company is and it has commented how M&S is committed to the environment by producing high quality long lasting clothing (Good on you, 2018).  This is a good indicator of the standard M&S has set itself.  

























2.4.1. Ethics and Sustainability: M & S  vs. Tesco

Having a good ethics and sustainable policy and being recognised to care about the planet can have many advantages including attracting new customers, repeat customs, and attracting more investors.

Tesco is in the same market as M&S, and a comparison of both will help recognize M&S’s position.  Recently, both companies had been found to be highly engaged in sustainability in a government report (House of Commons, 2019).

In a Guardian Newspaper article, Tesco and M&S were accused of paying workers the equivalent of 35 pence an hour in a Factory in Bangladesh (The Guardian, 2019).  In the same article there were suggestions of abuse towards workers.  This news is not particular good for the image of both companies and its ethical values.  It will have a negative impact on CRM.  Customers may think that these companies are paying workers very little and charging them premium prices and may lose trust in the company.  The company as a result could lose customers.  

In reality both companies are committed to ethical behavior.  According to M&S’s Plan A (M&S5, 2021) and Tesco website (Tesco, 2021) they are both committed to providing a good working environment, fair wage, and both sell fair trade products.  Being ethical improves customer’s relationship with the company and its stakeholders would be proud to be associated with such a company.  This could result in attracting more customers, retaining current customers and therefore generating more sales.


Both Tesco and M&S are committed to using sustainable cotton.  Using sustainable product can increase it appeal to the customer.  It could mean more of those products will be sold and more profit will be made.  M&S source 100% of their cotton from sustainable sources (M&S6, 2020).  M&S also works with charities like Oxfam to further enhance their reputation in sustainability (My Learning, 2021).  Tesco are ranked 13th in a sustainable cotton ranking list produced by Pesticide Action Network, Solidaridad, and WWF.  In the same ranking M&S are ranked at 6th place which is above Tesco (Tesco2, 2020).


Green house gasses are commonly known to cause harm to the planet.  Stakeholders are aware of these facts.  Customers are becoming more and more aware of their impact on the planet.  Both companies produce green house gasses as a by-product in the production of the products they sell.  These are worsened when trees are felled and not replaced as trees absorb the gases and produce oxygen.  In 2019/2020 Tesco’s activities emitted 2.98 tones of co2 (Tesco3, 2021) and M&S produced 6 million tones of co2 (M&S7, 2020).  Both companies can reduce their carbon footprint by bringing more production closer to where the products are being sold.

One of the reasons for de-forestation is the demand for meat products are causing more and more farm to be created.  This can be possibly overcome with investment into lab grown meat (Peta, 2013).  This may reduce the carbon footprint and the greenhouse gases but the price of meat could increase as a result.



























2.5. [bookmark: _Toc66963987]Quality

Quality can be defined as:
“the degree to which a product meets the requirements of a customer” or “the fitness of a product or service for its intended use” (Jain PL, 2006, p1)

It is important to produce products that match the quality expectations of the company and its customers.  If a product is not fit for its purpose then the product will most likely be returned and the reputation of the company would be damaged. 

Dr Walter Shewart is considered to be father of quality control systems.  When working for Bell Telephones, Dr Shewart was acquired to help increase the reliability of transmission issues.  He developed a chart system to help reduce variations in the process and thus help the quality and reliability of the telephone system (ASQ, 2021).

Quality can be controlled in many ways including the following: Quality Monitoring (QM), quality Control (QC), Quality Assurance (QA), and Total Quality Management (TQM).

Quality monitoring involves testing random samples of the finished product.  This will ensure different batches of the products are of the required standard.  It does not involve testing throughout the entire manufacturing process.

The term quality control involves inspection, measurement, and testing of a product or service to verify it meets the required quality criteria.  The idea behind it is to prevent problems being passed on to the customer (APM, 2021).  The quality control process means monitoring of quality of the product at different stages of manufacturing. 

QM and QC alone cannot be considered an effective system of measuring quality of a product or service in a competitive global market.  QM and QC can be considered to be an integral part of a quality management system.  Quality Assurance is considered a complete Quality Management System (QMS).


Dr W Deming then further enhanced the system, developed by Dr Shewart, and introduced the PDSA cycle (Deming, 2021), which focuses on continually improving quality of a product or service.  This process is used in a Quality Management System via the use of Quality Assurance.  The model below can also be used for implementing ISO standards for quality.

[image: ]
		Figure 2.1: Deming Cycle (Source: PDSA, 2021)

The Deming cycle / PDSA cycle has four stages and these are as follows:
· Plan – in this phase you identify the problems / purpose and analyse it and then set your goals and objectives.  You also plan the strategy of how it can be put into action.
· Do – in this stage the plan is put into action.  For example, if a product was designed then this product is then manufactured in this phase.
· Study - in this phase the product is looked into.  The product is tested to ensure it meets the requirements and any areas of improvement are identified. 
· Act – This phase looks into what has been learned and adjustments can be made to the theory or method to improve the product or service.  This cycle and be continuously repeated infinitely as part of a continual learning and improvement cycle. 



There have been further improvements to the above concepts of continuous quality improvement with the advent of Total Quality Management (TQM).  A TQM system is based on long term success of a company through customer satisfaction.  A TQM system involves all members of an organisation taking an active role to improve processes, products, services, and the culture which they work in (ASQ2, 2021).

 
M&S uses TQM as the bases for its success.  It uses a set of objectives called “Plan A”, which governs how it does business with its suppliers, workers, environment, and its customers.  All stakeholders are involved in its continuous drive for improvement.  The PDSA system is at work in the case of M&S as the Plan A objectives have been updated 2012, 2014, and 2020 (M&S6, 2020).  An example from Plan A includes ensures that half of M&S food sales will come from healthier products by 2022 (M&S6, 2020).  

M&S products are always associated with high quality and standards and this has a positive impact on CRM.  Customers are able to relate to M&S products and be confident that it always offers high quality, this enhances brand image and helps M&S attract new customers while retaining customer loyalty.
























2.6.  Segmentation

M&S uses a blend of segmentation including demographics and behavioral segmentation.  It targets some customers through items they have bought or may have browsed and sends them promotional links via email.  M&S fashion is widely regarded as targeting middle aged, middle class women.  However, M&S deny this and state they don’t as their products are “ageless” (MarketingWeek, 2016).
 
In M&S’s marketing mix, price has always been an important factor.  Its products cost more, and have a more luxurious factor to it, and have convinced its customers that their products are of higher quality and hence worth paying more.

M&S also reaches out to its customer to raise brand awareness through its social media platforms.  M&S reaches up to 8 million people in a week through its Instagram account (Retail Gazette, 2020).  M&S also use TV adverts, online adverts such as Youtube to further promote it products.  They also have a very effective CRM system where traffic is diverted to their website through emails they have sent to their customers directly.  This accounts for 25% of all traffic on the website (Retail Gazette, 2020).

Directly targeting customers through its CRM system via the use of the M&S Sparks loyalty scheme give customers the opportunity to climb up the loyalty ladder by offering them specials discount and freebies.  This encourages retention of customer and helps further enrich the customer relationship.














3.0. [bookmark: _Toc66963988]Conclusion

M&S is a globally recognised British brand that is has been in decline for many years. It has produced a 6 month loss of £87.6 million in 2020; this is the first reported loss and a sign of inability to keep up with the latest technology and appropriate use of CRM data.

M&S uses many social media platform to maintain its relationship with its customers. It also uses a customer loyalty scheme called M&S Sparks loyalty card. The Sparks card has over 6 million members and M&S is able to utilise that data gathered from the users and market their product appropriately to the right audience.  This helps build customer loyalty and enhances the brand image.

M&S uses a strategy called Plan A to help it set and achieve its goals of being an ethical and sustainable company.  Treating all stakeholders appropriately in the supply chain and looking after the welfare of the planet, animals, and resources allows it to attract more customers and investors who are conscious of the environmental impact humans are having on the planet.
M&S is also regarded by many third party environmental and ethics groups as a leader in its field.

M&S products are generally highly regarded for quality.  It uses a continuously improvement policy (PDSA) to ensure their products and services are constantly evolving and improving.  Plan A is an example of continuous improvement; it’s been updated many times to better its stakeholders and the planet.

M&S uses different market segments to target its audience including demographics and behavioural. As M&S focuses on quality of products it can afford to charge its customers a higher premium for it.  

It also has an effective way of communicating with its audience via its CRM system.  They use social media extensively.  Instagram is a popular social media platform where M&S demonstrates it products and attracts them to their website. The Data gathered through Sparks card is also effective in emailing customers about products which they may be interested in based on their previous purchases.

However, the fact that M&S has recently made a 6 monthly loss and their profit margin has been declining cannot be taken lightly.

Their online food sales were negligible previously, but the recent partnership with Ocado will help M&S compete with its competitors such as Tesco.

With regards to fashion M&S has an image problem. M&S is largely seen to be targeting middle aged and middle class people but according to M&S they do not target any specific sector as they are trying to establish a one fits all image when it comes to cloths retailing.

M&S needs to look further into why other companies are performing better and it should broaden its appeal to different age groups, especially the younger, to help it survive on the long term.



4.0. [bookmark: _Toc66963989]Recommendations


1. M&S needs to specifically target the younger generation in order to attract new customers and enhance growth in the clothing sector.

2. Perform a comparative analysis of competitor’s website to its own and ascertain potential improvements.  This may help improve customer experience and usability of the website.

3. M&S should be more production back to the UK as customers are becoming more conscious about ethical and sustainable products.  This will also help cement ‘Britishness’ of M&S products.

4. Invest in future sustainability practices by performing a feasibility study on whether artificial meat / lab grown meat is really sustainable and understand stakeholder’s perspective on it.

5. Consider supplying lower price range products which would appeal to more customers.

6. Consider offering larger discounts on premium products to initially attract new customers.

7. Attract more attention to the Plan A strategy with use of celebrities. This will further help people appreciate just how people and climate friendly M&S is.








5.0. [bookmark: _Toc66963990]References
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