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Executive Summary
Background: Marks and Spencer is well known retailer brand in the UK and EU due to its differentiation strategy (M&S, 2019). The company sells valued added apparel, home appliance, and food items to its customers. However, the price competition, economic fluctuation, the continuous pressure of multi-channel retailing, and the continuous changes in customer demand have forced M&S to reduce its operating cost. Thus, the company has decided to close down its 200 stores.
Aim: The report aimed at analyzing, assessing, and synthesizing the current strategic position of M&S to define future strategic direction. The study has adopted suitable framework of conducting strategic analysis. 
Methodology: The framework involved situational analysis, strategic position analysis, proposed strategic direction, and recommendation. 
Findings: The study showed that the current strengths of M&S involves excellent operational network, strong inventory position, and diverse business portfolio.  Apart from this, the growing UK retail market, strategic alliance new product development, and online retail sales are few opportunities for M&S. On the other hand, the rising store rent and operating cost in the UK, and cut throat competition would affect the business profitability of M&S. The analysis of current strategic position revealed that M&S follows differentiation strategy, supported by product development strategy, as stated by Ansoff Matrix. 
Recommendation: The study recommended that M&S should focus on new product development, strategic collaboration, and global online sales to remain competitive in the UK retail industry.
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[bookmark: _Toc21798249]Company Overview – Marks and Spencer Group 
Marks and Spencer is a leading UK based international multi-channel retailer, which sells a wide range of products, including apparels, home products, food items, and other non-food items. The company sells products through its franchised stores and company owned brands, as stated by M&S (2019). Apart from this, M&S has banking services, operated under the name of M&S bank, which is governed by HSBC. The company has started energy business in 2018 (M&S, 2019). The company has strong operational network. 
Table 1Key facts of M&S (Source: M&S, 2019)
[image: ]
According to latest financial statement, provided by M&S (2019), the company conducts business in 57 countries across the world through establishing a strong operational network. The operational network involves 1487 own stores, and franchise stores. In the UK, the company has 1043 retail stores. On the other hand, the company has 444 stores in the EU, Middle East, and Asia (M&S, 2019). The close competitors of M&S include Tesco, ASDA, Next, and Debenhams. However, M&S (2019) reported a negative revenue growth in FY 2019. According to the financial statement, the company decreased its revenue. The operating profit margin of the company was 1.6%, followed by 0.3% net margin in FY 2019 (M&S, 2019). 


[bookmark: _Toc21798250]Situational Analysis 
In intelligent strategic planning, marketers and business analysts are more likely to adopt comprehensive and sophisticated framework (Hill et al., 2014). Thus, situational analysis has become popular framework of analyzing the business situation, such as internal environment, and external environment. Internal environment deals with internal resources, and capabilities. Value chain analysis, VRIO framework, competitor analysis, and SWOT are popular strategic models, used to analyze internal environment (Ansoff et al., 2018). On the other hand, PESTLE and SWOT are used to analyze external environment. The main advantage of SWOT is that it allows to analyze both internal and external environment together. Considering this, the study has adopted SWOT analysis to synthesize weakness, opportunity, strength, and threats of Marks and Spencer. 
[image: Image result for situation analysis]
Figure 1 SWOT analysis (Source: Hill et al., 2014)
Marks and Spencer is well known retailer brand in the UK and EU due to its differentiation strategy (M&S, 2019). The company sells valued added apparel, home appliance, and food items to its customers. However, the price competition, economic fluctuation, the continuous pressure of multi-channel retailing, and the continuous changes in customer demand have forced M&S to reduce its operating cost. Thus, the company has decided to close down its 200 stores. The following SWOT analysis aims to critically assess the current status of M&S in relation to the changes in internal and external environment.

[bookmark: _Toc21798251]Marks & Spencer (M&S) Group – SWOT analysis 
According to Retail Week (2019), Marks and Spencer is a leading UK based international multi-channel retailer, which sells a wide range of products, including apparels, home products, food items, and other non-food items. The company sells products through its franchised stores and company owned brands, as stated by M&S (2019). The current strengths of M&S involves excellent operational network, strong inventory position, and diverse business portfolio.  Apart from this, the growing UK retail market, strategic alliance new product development, and online retail sales are few opportunities for M&S. On the other hand, the rising store rent and operating cost in the UK, and cut throat competition would affect the business profitability of M&S.
[bookmark: _Toc21798252]Strengths – Marks and Spencer Group 
[bookmark: _Toc21798253]Diverse business portfolio 
M&S has a wide range of product items, including apparels, food items, and home appliance. This indicates that the company does not rely on single business segment. Hussain et al., (2013) claimed that diversification strategy increases the ability of a firm to gain sustainability, as stated by Ansoff Matrix. According to Annual Report of M&S, the company has five important product categories, including hospitality and food on the move, meals dessert, frozen, protein deli, and dairy, and in-store bakery (M&S, 2019). Apart from this, M&S bank, led by HSBC groups, provide excellent and valued added financial retail services to its customers. For example; M&S bank offers current account, credit card, savings account, and insurance to its customers. In September 2018, M&S added energy segment in its business model. 
[bookmark: _Toc21798254]Strong operational network 
BBC (2019) reported that M&S has strong operational network, characterized by multi-channel retailing, online service, and in-store picking model. A wide range of store formats allow M&S to retain customers. Research by The Guardian (2019E) found that the demand of multi-channel retailing is growing day by day in the UK retail market. According to latest financial statement, provided by M&S (2019), the company conducts business in 57 countries across the world through establishing a strong operational network. The operational network involves 1487 own stores, and franchise stores. In the UK, the company has 1043 retail stores. On the other hand, the company has 444 stores in the EU, Middle East, and Asia (M&S, 2019).  In order to comply with online demand, the company has established 35 separate e-commerce platforms. The company has already added 34 million customers in its customer portfolio. 

[bookmark: _Toc21798255]Strong stock management system 
As per the annual report of M&S (2019), the company has experienced positive stock turnover ratio in fiscal year 2019. The company reported a low inventory carrying cost in FY 2019, which signs the operational efficiency at M&S. the inventory turnover ratio of the company was 8.8 in FY 2019 as compared to 8.6 turnover ratio in FY2018 (M&S, 2019). Compared to its rivalry groups, such as H&M (2.8), Next (4.2), and Hennes & Mauritz (5.3), the company reported a better inventory ratio. 
[bookmark: _Toc21798256]Weaknesses – M&S group 
[bookmark: _Toc21798257]Liquidity position 
In FY 2019, M&S reported weak liquidity position.  According to Ward (2012), poor liquidity ratio reflects about poor ability of a firm to manage cash. Further study by Wickramasinghe & Alawattage (2012) showed that poor liquidity ration causes inability of a firm to capture market growth opportunity. In FY 2019, the company achieved 0.7 liquidity ratio, whereas the industry average liquidity ratio was 1.4. Moreover, the company reported an increase of its liabilities from £1826 million to £2228 million in FY2019 (M&S, 2019).
[bookmark: _Toc21798258]Opportunities – M&S group 
[bookmark: _Toc21798259]Strategic partnership 
According to M&S (2019), the company has adopted organic growth strategy, as stated by CEO. Thus, the company is continuously seeking to improve its strategic partnership with other brands through either horizontal or vertical acquisition. For example; in 2018, the company made a strategic collaboration with True. The strategic collaboration aims to improve business model of M&S in terms of emerging technologies, property research, and international network. According to M&S (2019), the company signed a strategic agreement with Octopus energy to strengthen its energy segment. In order to harness the power of artificial intelligence, the company made a strategic relationship with Microsoft. The partnership with Starcount in March 2018 could enable the firm to enhance customer insight. Starcount is one of the most reputed data scientist companies. 
[bookmark: _Toc21798260]New product development 
The UK based international retailer sells apparel items to men, women, and kids. Apart from this, it sells home appliance, and merchandising items to customers. Classic, North Coast, and Indigo are famous brands of M&S (Retail Week, 2019). However, the growing demand of retail items sign a positive growth in this sector. Conducting an in-house research, M&S reported that the retail market will grow at 2.63% CAGR by 2022 (M&S, 2019). The company has extensive opportunity to launch new product in electrical, home wares, clothing and footwear, food and grocery, and other segments. 
[bookmark: _Toc21798261]Market share in the global online retail sales 
Retailers across the world are pursuing to enlarge their global online market share due to the rising demand of online channel in terms of selling products. This creates market opportunity for M&S. The global online retail sales will increase at 13.4% CAGR by 2022, as found by in-house research (M&S, 2019).  In order to keep ahead of competition, M&S made a strategic collaboration with OCADO, an online grocery delivery firm (BBC, 2019). 
[bookmark: _Toc21798262]Threats – Marks and Spencer Group 
[bookmark: _Toc21798263]The rising labor cost and store rent in the UK
The UK government has recently increased minimum wage, which increases the labor cost for M&S. According to GOV UK (2019), the wage rate for people aged under 18 increase to £4.3 followed by £7.7 for people aged 21 to 24 in 2019. The national living wage for people aged 25 increased to £8.1 in 2019. 
[bookmark: _Toc21798264]Cut throat competition 
The retail industry is highly competitive due to price ware, rivalry pressure, the growing demand of Omni-channel retailing, and the continuous changes in customer demand. This would negatively impact the business profitability of Marks and Spencer. Competition is no longer confined to national market. Rather, the company has to compete locally, and nationally. According to Retail Week (2019), the close competitors of Marks & Spencer involves ASDA, Tesco, Next, Debenhams, and others. As outlined by Financial Times (2019), M&S directly competes with other brands in terms of pricing, store location, discounting, and quality of products, sales, and customer service. For example; H&M has recently announced to open 175 new stores in the world to open online shopping platform. ASDA made a strategic collaboration with its IT partners. Sainsbury’s started one hour delivery services. 
[bookmark: _Toc21798265]The rising trend of retail crime 
National Retail Federation (NRF) (2019) conducted a survey on organized retail crime in 2018. The survey results showed that 71% participants proclaimed that the organized retail crime has increased. For example; many retailers have already started to lay off employees to cut operating cost. 



[bookmark: _Toc21798266]Strategic Analysis 
[bookmark: _Toc21798267]Latest Strategic Choice at M&S
[bookmark: _Toc21798268]Buy now pay later 
Over the past few years, M&S has experienced devastating results in terms of volume and store expansion (The Guardian, 2019A). Whereas Primark, the leasing fashion retailer in the UK, has reported an unprecedented sales growth, and portfolio. In order to defend market challenges, M&S has recently launched ‘buy now pay out’ service, as stated by the Guardian (2019B). However, this strategy is not adequate enough to revive the fortune of Marks and Spencer. Rather, the company reported loss 18 months. According to the Guardian (2019B)
[image: ]
Figure 2 Buy now Pay later (Source: M&S, 2019)
M&S is facing an existential crisis as sales migrate online and the recent collapse in its share proce has cost the retailer its place in prestigious FTSE 100. 



[bookmark: _Toc21798269]M&S’s Five Year Business Plan is yet to be met
On 6th January 2019, The Guardian published an article, by name ‘M&S: another five year plan, still no great leap forward’.  The plan included the shutdown of its 200 stores. The main reason behind this new strategic plan is to restructure the overall business process. However, Financial Times (2019) reported that the ongoing structural issues on the next five year plan may cause the failure of implementing this plan. For example; according to The Guardian (2019C).
“Last week M&S’s great rival, next, unveiled a high street performance that was weaker than expected, with sales down 9.2%. Its online figures, however, jumped 15.2%. Worrying for M&S, the company has rarely shown itself to be in the vanguard of new things-online included”.
[bookmark: _Toc21798270]Corporate Level strategic Direction at M&S
M&S is one of the leading UK based retail firms that is continuously facing tremendous challenges to gain sustainability. Given that the company has made five year strategic plan from 2018 to 2022. The strategic plan involves several agendas. First the company aims to transform their leadership. Luthans & Doh (2012) claimed that leadership is key to accomplish business objectives through making people do specific tasks and activities. Second, the company aims to be a digital first retailer. 
According to M&S (2019), the company is the forefront of differentiation strategy. However, critics often argued that the company has lack of ensuring good alignment of its strategy with functional units. For example; the company is recently facing a tremendous crisis to increase sales volume, and growth. On the other hand, ASDA, Tesco, and Next are core competitors of M&S that have reported positive business performance. This indicates that the company has developed ambitious business plan. The five year business plan of M&S is not feasible, as stated by marketers. 
[image: ]
Figure 3 Food outlet of Marks & Spencer (Source: The Guardian, 2019D).
In order to implement this plan, it has made a strategic collaboration with OCADOs, an online grocery retailer. Furthermore, the company has more than 24 e-commerce sites to gain market share. Third, the company intends to reshape the ranges and customer profile in clothing.  Moreover, cost savings at least GBP 350, modernizing food and clothing home supply chain are key strategic priorities of M&S (The Guardian, 2019D). 
Overall, the current strategic direction of M&S is to gain sustainability through developing its business model. The company is facing pressure from the continuous changes in multi-channel retailing. In order to reduce operating cost, the company has decided to close down its store. However, the company does not still prove itself as the forefront of competition. Primark, one of the close competitors of M&S has increased its market share towards 7.2%. On the other hand, the company has focused on online channel to increase its market share.


[bookmark: _Toc21798271]Strategic Position at M&S
In strategic management literature, scholars (e.g. Hill et al., 2014) stated that strategic position refers to the extent to which a company can gain a specific position in the marketplace. Further, Strategic position of an organization can be stated as the current market position with reference to the market value, market share, market condition, and overall all market situations. The extant literature suggested several strategic tools, among them Ansoff matrix (Anso0ff et al., 2018), and Porter’s generic strategy (Tanwar, 2013) are more cited strategic tools. Therefore, the report will analysis the Ansoff matrix, and Porter’s generic strategy with an aim to measure the strategic position of M&S. 
[bookmark: _Toc21798272]Ansoff Matrix 
In the field of strategic management, scholars and researchers (e.g. Taylor, 2012) are more likely to adopt models and theories to set the strategic option of an organization. Among them, Cadle et al., (2014) stated that Ansoff matrix is one of the most cited models of strtaegic management. The key effectiveness of the Ansoff matrix is that an organization can choose any of four strategies, including market penetration, market development, product development, and diversification (Ansoff et al., 2018). Therefore, the report employes the Ansoff matrix with an aim to eveluate the current strategic position of M&S. 
[image: Image result for ansoff matrix]
Figure 4Strategic management too- Ansoff matrix (Source: Hesterly & Barney, 2010). 
According to Hesterly & Barney (2010), companies are more likely to adopt market development strategy with an aim to enter into new market with existing product. The key effectiveness of market development strategy is that it will allows an organization to enter into new product without developing new product, rather exiting product. For example; the group CEO of M&S, Steve Rowe stated that “M&S always follows market development strategy in term of entering into new market, because it allows to understand new customer’s demand and reduces overall operation cost”. Further, Taylor (2012) depicted that market penetration strategy is a suitable option for operating business in the existing market with existing products. In addition, Cadle et al., (2014) argued that companies are more likely to adopt market penetration strategy at the beginning stage. For example; M&S, the leading retailer brand in the UK, followed market penetration strategy in their beginning stage in the UK market, although the company follows product development strategy as present in the UK market. According to Hussain et al., (2013), companies are more likely to adopt product development strategy in their existing market, when they gain a competitive position in the marketplace. The key advantage of product development strategy is to firms can address the needs and demand its existing customers by offering new products. A research by Taylor (2012), found that British customers are more likely to purchase of those retailers who contentiously develop new product. However, the leading retailer M&S allows focuses on product development option for their UK market. For example; the in 2018, M&S has invested £70 million for product development (M&S, 2019). In addition, Hussain et al., (2013) reported that company can adopt diversification strategy for entering into new market, but this strategy is required more investment in the initial stage. The main advantage of diversification strategy is that it allows firm to create a distinctive position in the marketplace. 
[bookmark: _Toc21798273]Porter’s Generic Strategy 
Porter’s generic strategy is a sophisticated strategic marketing tool that enables an organization to choose any market positioning strategy out of fours distinctive strategies, including differentiation leadership, differentiation focus, cost leadership, and cost focus (Datta, 2010). According to Hsieh & Chen (2011), in order to measures the extent of the source of competitive advantage in the marketplace, companies adopt Porter’s generic strategy. The key effectiveness of Porter’s generic strategy is that it allows a firm to measure to the extent the source of competitive advantage in the competitive marketplace. 
[image: Image result for Porter’s generic strategy]
Figure 5 Strategic management Tool - Porter's Generic strategy (Source: Tanwar, 2013)
According to Tanwar (2013), cost leadership strategy enables an organization to capture large volume of customer by offering low cost product but standard quality. A retail research by IBIS World (2019) showed that British people are more price sensitive, and therefore, they are more likely to purchase their retail items with reasonable price but standard quality. In the UK retail sector, Primark is the great example of cost leadership retailer. On the other hand, the cost focus strategy is adopted by those companies, which focus on the narrow market segment. The key advantage of this strategy is that it allows firm to compete with large organization in the narrow segment. For example, Aldi and Lidi are the well-known cost focus retailers in the UK that follow discounting strategy for offering products (IBIS World, 2019). In terms of differentiation strategy, companies are more likely to adopt differentiation leadership and differentiation focus (Datta, 2010). According to Nandakumar et al., (2011), companies often adopt differentiation strategy for retaining their competitive position in the marketplace. For example; the leading retailer brand in the UK, M&S follows differentiation strategy with an aim to retain their leading position (M&S, 2019). In addition, M&S has invested £70 million for developing new product. The key effectiveness of differentiation strategy is that it enables an organization to retain a distinctive strategic position in the market. According to CEO of M&S, Steve Rowe,
“We largely focus on differentiation leadership strategy to retain our large volume customer by offering high quality products and services. On the other hand, we focus on differentiation focus strategy to address the demand of our premium segment customers” (M&S, 2019)

[bookmark: _Toc21798274]Proposed Strategic Direction 
According to Freeman (2010), strategic direction of an organization can be defines as a long term direction and way by which the firm can address organizational mission, vision, and goals in line with the needs and demand of stakeholders. However, drawing upon the situation analysis, strategic analysis, and strategic position analysis of M&S, the report proposes the following three strategic directions, including new product development, strategic collaboration, and the global online sales for M&S.  
[bookmark: _Toc21798275]New Product Development 
A research by IBIS world (2019), found that the majority of the British customers (77%) are more likely to purchase from those retailers who introduce new product through continuous innovation. Further research by KPMG (2019) reported that 73% British customers seek to new product for purchasing their retail items. Therefore, KPMG (2019) suggested that companies more especially retail brands in the UK are required to focus on either new product development or adding value with the existing products to address the demand of British customers. Further, the annual report of M&S stated that the company largely focuses on developing new products with an aim to address customer needs and demand. For example; M&S has invested £70 million for developing new product (M&S, 2019). In addition, the recent research on UK retail sector by Deloitte (2019) represented that in the near future the UK’s retail sector will be dominated by those companies who largely focus on developing new product according to the sifted consumer demand. Therefore, the current report proposes the new product development as a strategic direction for M&S. 
[bookmark: _Toc21798276]Strategic Collaboration
According to Hill et al., (2014), strategic collaboration is a powerful competitive source by which an organization can strengthen its internal resources and capabilities that allows to overcome any external challenges. According to Hesterly & Barney (2010), strategic direction is the driver of competitive advantage, and therefore companies are more likely to adopt vertical integration and horizontal integration for strengthening their internal resources and capabilities either similar industry or different industry. Svensson et al., (2011) argued that the horizontal integration allows an organization to create strategic collaboration with other organization in the similar industry, whereas vertical integration allows to acquire other frim in the different industry. For example; the 50/50 joint venture of M&S with Ocado, a leading pure play digital grocer in the UK, enables M&S to strengthen internal competencies for exploring their online retail channel (M&S, 2019). A recent research on the UK retail sector by KPMG (2019) articulated that in terms of gaining competitive position in the marketplace, the majority of the retailers in the UK (e.g. Tesco, Sainsbury, ASDA, and Morrison) seek to create strategic collaboration with similar industry. Therefore, the study proposes the strategic collaboration as a strategic direction for M&S.
[bookmark: _Toc21798277]The global online sales 
A recent research on “Retail insight and trends”, by KPMG (2019) found that the majority of the British customers (65%) purchase their retail items through online platform and 30% of customers intend to purchase in the near future through online platform. This finding shows the significant of the digital retailing in the UK. The Guardian (2019E), stated that the online shopping trends in the UK retail sector could more than double by the next 2028, and therefore, retailer should focus on digital retailing rather than in-store retailing. In addition, The Guardian (2019E) also reported that Retail Economics, Richard Lim stated that 
“Successful retailers have always had to reinvent themselves to stay relevant. However, the pace of change will inevitable prove too fast for many. It definitely feels like the digital retail revolution is only just getting started”. 
Further, research by Mintel (2019), found that the majority of the UK households (95%) engage in online platform to purchase their retail items. Therefore, retailers are required to invest in the digital platform for gaining sustainability and competitive position in the future retail market in the UK. In this case, the study proposes the global online sales as a strategic direction for M&S.

[bookmark: _Toc21798278]Strategic Implementation: Recommendation 
[bookmark: _Toc21798279]Recommendation One: New product development 
In the UK retail industry, customers are continuously changing their purchasing habits. This imposes pressure on firm to relentlessly meet customer demand. Thus, continuous product development is a strategic choice that would be adopted by M&S. For example; British people are more likely to purchase cheap fashion cloth. Therefore, the company can launch attractive, value added, but low cost fashion items for men, women, and kids. This would be suitable for M&S to remain competitive. The company has strong R&D department, which is knowledgeable enough to bring new products in market. This will increase its financial, and non-financial objectives. Ultimately, this will maximize shareholder’s worth. However, poor liquidity position may cause barrier to implement strategic decision. Despite this, M&S has skilled people and strategic collaboration, which would lead the firm to implement this strategic decision. 
[bookmark: _Toc21798280]Recommendation Two: Strategic collaboration
Strategic collaboration is much used corporate level strategy, used by global firms. Thus, M&S needs to find out better partners to make strategic collaboration. For example; M&S has made collaboration with Microsoft to strengthen IT power. Thus, the company can adopt either vertical or horizontal acquisition. The strategic collaboration would allow M&S to strengthen organizational resource, and capability. This will increase shareholders’ worth. Thus, it is feasible recommendation for M&S. 
[bookmark: _Toc21798281]Recommendation Three: Global online sales
The growth of global online sales is increasing gradually. At present, M&S has 34 different e-commerce sites. In order to increase its global online market share, the company is required to invest fund on the website development, and intranet. This would enable the firm to increase its market position, and therefore, it is considered as commercial and feasible recommendation.

[bookmark: _Toc21798282]Conclusion
In conclusion, the report aimed at analyzing, assessing, and synthesizing the current strategic position of M&S to define future strategic direction. The study has adopted suitable framework of conducting strategic analysis. The framework involved situational analysis, strategic position analysis, proposed strategic direction, and recommendation. The study showed that the current strengths of M&S involves excellent operational network, strong inventory position, and diverse business portfolio.  Apart from this, the growing UK retail market, strategic alliance new product development, and online retail sales are few opportunities for M&S. On the other hand, the rising store rent and operating cost in the UK, and cut throat competition would affect the business profitability of M&S. The analysis of current strategic position revealed that M&S follows differentiation strategy, supported by product development strategy, as stated by Ansoff Matrix. The study recommended that M&S should focus on new product development, strategic collaboration, and global online sales to remain competitive in the UK retail industry.
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