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Executive Summary 
This report identifies Debenhams is struggling to survive in the current economic environment, with a vast amount of problems leading from low profits due to consumer confidence and the continuous changing demands, high debts to the uncertainty of Brexit.
Resulting in Debenhams needing to re-establish themselves on the high street and become more attractive to the customers by tactically competing with retailers instore and online. Promoting that shopping with them will deliver a joyful and rewarding shopping experience while engaging with the next generation of shoppers early on to deliver improved profit margins.
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1.0 Terms of Reference
Written by Natalie Thomas on 16/12/2018, the purpose of this report is to analyse the development and portfolio of Debenhams, describe the current problems it faces and the causes using SWOT analysis, PESTLE analysis and a stakeholder analysis that includes Mendelow’s Matrix.                                                  It identifies the main issues and suggests options to resolve the problems identified, as requested by Anthony Burns on 8th November 2018.








2.0 Procedure 
To support this report, the following procedures were adopted:-
2.1 A large variety of online resources, books, Journals, articles and reports were used to research and gather information about Debenhams Plc.







3.0 About Debenhams 
With History dating back to 1778 and a proud British heritage, trading out of over 240 stores over 27 countries at present, Debenhams is known as one of the largest international retailers. (Debenhams, 2018a). 
Debenhams main objective is to satisfy customers with a variety of brands and different product lines in clothing, beauty, accessories, gifts and homewares. Which are available in stores or online in over 60 countries.                                          
Where half of its profits made are exclusive to Debenhams, including its Designers by Debenhams range. (Debenhams plc 2018d).
With success Debenhams has continued to thieve over decades with their main success leading back to 1993, when it launched its designers by Debenhams range.                                                                                                                                   Cole (2001) explains, Debenhams differentiated itself by introducing designer ranges using around 50 in-house labels, the range features homeware, clothing and accessories designed by John Rocher, Jasper Conran and John Richmond.
According to Debenhams plc (2018a), as well as their exclusive and own brands, Debenhams offers some of the best-known international brands, which include Estee Lauder, Levi’s, Mac, Dior and Warehouse.  
The current chief executive officer, Sergio Bucher says “the objective at Debenhams is to make shopping confidence-boosting, sociable and fun. (Debenhams plc 2018c). 

4.0 Current Problems
Over the last 15 years the company has started feeling the ill effects of the UK economy.                                                                                                                                 Chapman (2018a) suggests, traced back to 2003 when a deal to take the company private, with a lack of investment and a massive amount of borrowing allowed new financers to take off with large profits, resulting in heavy company depts. Leaving Debenhams un-equipped to tackle to upheavals it was about to face. 
Since then the company has managed to keep a steady balance between dept and profits. However, with the recent turn in the economy, the profits have also taken a turn for the worse, causing their share prices to fall.
Rovnick (2018) suggests, shares have fallen after Debenhams expected a full year pre-tax profit to be £50.3 million last year but only hit between £35m-£40m. 
Debenhams plc (2018b) shows steady increased profits made by the company in previous financial years, (as can be seen in figure 1) from 2014 until 2017. However, the latest 2018 report identifies the latest struggles the company has been facing.
                                
Debenhams Annual report profit sales.
    

With these issues of a growing concern, 2018 saw Debenhams issued with its third profit warning.                                                                                         Acknowledging the current market conditions, the BBC News (2018) states “the retailer is in the midst of a plan to cut costs and boost sales”.
Butler (2018) explains, in a bid to rescue the challenging environment faced by Debenhams, the company has involved the advisory firm known as KPMG, who examine possible ways it can cope with the current issues and ensure the long-term success of the organisation.




5.0 Analysis
A satisfactory solution will need to be identified that will ensure these issues are resolved. The following analysis demonstrates the areas currently causing the issues Debenhams is facing.
5.1 Pestle Analysis 
The following PEST analysis of Debenhams identifies and assesses the political, economic, social and technological impacts the macro-environment (external-environment) has on their Business strategies. (Morgan 2017)
Political factors that will determine the how the government may influence both opportunities and threats at Debenhams are-
Business rates- increased or higher business rates will create distortions. Without urgent reform from the government, this creates added threat to the profits of the business. (Bounds 2018). While reductions in rates will increase profit margins.
Brexit- the demand in the retail environment remains uncertain, due to the direction of negotiations in the lead up to the exit of the EU, it will affect consumer confidence and willingness to spend, and the economic environment greatly too. (Debenhams 2018c). Trade agreements made during Brexit will also impact the freedom of goods and services from aboard.
Employment law- increase of minimum wage is having an impact on profit margins. (Chapman 2018a).
Economic factors that Determine the economy performance directly impacting Debenhams are-
Inflation rates- Butler, Wood & Inman (2018) suggests, in the previous year inflation has risen to 3%, while wages remain at 2% meaning consumers have less disposable income to spend on material things. Fluctuation in rates would increase disposable incomes and encourage consumers to spend more on material things. 
Currency/Sterling value- the uncertainty around Brexit has already seen a devaluation in sterling, pushing consumer prices up and increasing living costs. (Ebell & Riley 2017). It also affects the cost of sourcing goods from other companies.
Social factors that scrutinise the macro-environment, impacting the sales/profits of Debenhams are-
Consumer Confidence- a recognised trend in discounted sales, Chapman (2018a) suggests, it encourages consumers to wait for reductions before buying as they would previously.
Changing Demands- spending patterns are changing.                                                Butler, Wood & Inman (2018) explains, sales on house hold items and clothes has fallen, while spending on restaurant bills and hotels are increasing. To increase sales and sustain demand, Debenhams will need to adapt their portfolio and services, to meet the needs of all their consumers.

Technological factors that affect the operations within Debenhams are –
Online- integrating channels via mobile devices allows Debenhams to interact with customers and creates a higher level of convenience.
Chapman’s (2018b) research explains, Debenhams has plenty of room for online improvement, the right technology will transform the department store, by Integrating the stores and online sales allows the shops to act as shipment centres and pick-up points for products ordered online.
Enabling the discount store to compete with other online retailers.

Converting these outcomes of the PEST analysis into a swot analysis matrix (as can be seen on the following page). Allows Debenhams to review the threats (major concerns), that impact their strategies and identify the opportunities that help change and overcome the current issues. It also considers the weaknesses, allowing them all to be addressed and converted into their strengths. 
Frue (2018) explains, converting the PEST analysis into a SWOT analysis will allow Debenhams to look at the bigger picture. 


                                                                              
5.2 SWOT Analysis Matrix
Evaluating the strategic capability of the business environment, a SWOT analysis focuses on the strengths, weaknesses, opportunities and threats facing Debenhams. (Mullins 2010).
The SWOT analysis matrix (below) looks at various combinations of SWOT (in blue), to identify potential objectives (in orange).

                                                                               Strengths                                                      Weaknesses
                                                                                    1. 200 years + History                                             1. Weak online presence
                                                                                    2. 240 stores in 17 countries                                 2. Low instore profits/sales
                                                                                    3. Differentiated products                                     3. High running costs instore
                                                                                    4. Creates a shopping experience
                                                                                    5. Large portfolio
Opportunities                              1. How can Debenhams use their large stores,         2. How to increase digital presence and    
1. Increase Digital presence. Technological  to sublet to other companies which would                create higher sales/profits? (W2 & O1)
2. Revitalise products/services. Social            help with debt and creates a better                          3. How can a rental negotiation help  
3. Negotiate rentals.                                          shopping experience?  (S2, S4 & O4)                            with dept and high costs? (W3 & O3) 
4. Sublet parts of the stores. Social                                                                                               4. How can Debenhams revitalise/adapt 
                                                                                                                                                                Products to increase sales? (W2 & O2)

Threats                                           5. How can Debenhams use their name and              7. How to increase sales instore and 
1. Stores debts=cash flow problems.               history to encourage people to use their                     diminish rent debts? (W2 & T1)
2. Competition from other retailers                 shopping experience to increase profit 
And online. Social & Technological                  margins and decrease debts? (S1, 4 & T1)                  8. How can Debenhams enhance their
3. Rising costs – Business rates,                                                                                                       online presence to compete with other  
Inflation and tax rates. Political  &              6.  How can Debenhams ensure rising costs do            retailers online? (W1 & T2)
Economic                                                            not disrupt their business strategies? (Sall&T3)
                                                                              Adapted from Proctor (2014).
The 1 - 8 objectives are made to start the process of deciding how the problems can be resolved.                                                                                          Together with identifying who impacts these decisions (stakeholders), it enables the decision makers to reach a successful solution. 
For example
· Objective 1 & 4 – Suppliers can assist with subletting parts of the stores in aid to assisting Debenhams with large debts and sustain customer demands.
· Objective 3 & 6 - The government and councils have the authority to help negotiate rental costs and increase or decrease rates, keeping them satisfied and up to date with plans may help create further opportunities for Debenhams. 
· Objective  2 – keeping up to date with competitors will enable Debenhams to compete with other retailers.

5.3 Stakeholder Analysis
Stakeholders are all parties who are involved with Debenhams that have a ‘stake’ in the successful change when addressing problems within the organisation. 
To attack the organisations problems, Ziegenfuss (2001) explains, stakeholders need to be identified and their positions and values understood. 
Debenhams plc (2018e) recognises “their business strategy needs to meet the aspirations of many different parties”.
The stakeholders can be analysed into groups using Mendelow’s Matrix to determine the power one has to influence Debenhams Business Strategy, or how much interest each has in seeing the organisations strategies succeed. 
Thompson (2018) explains, mapping out the stakeholders according to their power and interest, identifies who needs to be prioritised.                                          






Mendelow’s Matrix – Mapping Debenhams Stakeholders
              Low                                              Interest                                                 High
Low                       Minimal Effort                                      Keep Informed                           
                    The Community                                           Customers


Power                   Keep Satisfied                                          Key Players   
                 Shareholders                                                   Employees
                 Government/Councils                                   Suppliers
                 The Environment                                           Competitors
High
              Adapted from Mendelow, A.L (1981).

Allowing Debenhams to understand their employees, suppliers and competitors are the ‘key players’ with high interest and power, will need to be managed closely and kept satisfied by – 
Employees – involving the employees with the current and future decisions Debenhams makes provides strong working relationships and offers equal opportunities.
Suppliers – ensuring the suppliers of future business strategies and plans will create a trustful relationship and allow both parties to work together towards the objectives.
The Competitors – Regular monitoring of the competitors allows Debenhams to control any risks they may face from them.
Debenhams (2018e) states, ‘without either the business is unable to give customers a unique, differentiated service’.
Shareholders, the government and the environment have high power to influence business strategy. However, low interest means if kept satisfied in these ways, this group will continue to support their strategies-

Shareholders – Debenhams will closely monitor all areas of cash management, always advising the shareholders, to ensure their investments are sustainable. Debenhams plc (2018e) states, ‘their shareholders provide the capital that is required to fund future growth’.
Governments/Councils – Working alongside both parties to ensure legal requirements are met, they can also create opportunities as stated earlier in the SWOT analysis.
The Environment –  Projects put in place to continue reducing the carbon footprint. For example, investing in LED bulbs in all store will save on electricity. 
It is also important for Debenhams to keep their customers interested, by understanding the customers’ needs and developing new strategies to allow Debenhams to deliver the services customers want.













6.0 Conclusion 
From analysing the documented factors listed above, its safe to say that Debenhams have a vast amount of change to deliver and incorporate into their future planning/strategies to ensure that the company is to survive in the current economic climate. They need to evolve and move with the times to change their current dilemma, being in the press as a troubled and diminishing company into becoming an ever growing, successful and modern business that strives for their stakeholders and customers.
The objectives found from the analysis identifies that Debenhams large burdens of debts and low profit margins are those of which require most attention. 
With the uncertainty of Brexit and the possible threats it poses the economic environment, Debenhams will need to closely monitor the rising costs that may occur when deciding on their business strategy.
Identifying the employees, suppliers and competitors as their key players enables the organisation to understand who will impact these strategies the most, and those stakeholders that will require reassurance of the positive effects to come from the strategies. 











7.0 Recommendations 
The options available for solution-based strategy needs to involve creating a greater social shopping experience for all generations.                                          The recommendations gathered from the SWOT and PEST analysis in this report are to introduce cafes/restaurants, play areas, beauty, and fashion services and events to increase the frequency of visits. 
As suggested in SWOT opportunities number 2, Debenhams needs to revitalise their product and services to keep up to date with changing demands and making use of their large stores, by subletting to other companies will increase profits and help diminish debts. Increasing innovation and differentiation in branding and products by revitalising fashion products such as Designers by Debenhams range. (Debenhams 2018a).
Including instore shopping incentives, such as a free hot drink for parents shopping with children and an hour for children socialise in the play area, with a minimum purchase.
A seating area, giving customers a place to sit and take the weight off while shopping instore – especially effective for larger stores. Providing a water tank, to allow customers to hydrate while shopping, will entice customers to come and shop, while promoting healthy living. (Sheehan 2016).
As explained throughout this report, but most SWOT Matrix- threat number 1. All the above recommendations are aimed to encourage and boost in store sales to make good of the huge burden on long and expensive leases the company signed during the private equity years. An issue that is having long term effects on the business as it tries to slim down. (Chapman 2018a).
A great opportunity as identified in SWOT opportunities number 1 & 4, would be to Invest in digital sales by introducing a mobile app, integrating and increasing digital presence can also contribute to increasing profit margins, while ensuring it competes with other online competitors. 
Mobile marketing apps are a great opportunity to reach people based on their location, sending discount codes or special offers will tempt them to come and shop instore also (Lesonsky 2017) , tackling the threat listed in SWOT analysis number 3.                                                                                
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