mcmxmcm


 Problem solving and Decision Making
 
An identification and analysis of the
Current problems faced by Debenhams and suggesting strategic decisions.






BMSK4004
FATEHA KHANUM 1712905



[bookmark: _Toc532318815]Executive Summary
This report is on a well-recognised brand called Debenhams. It will analyse the problems faced by Debenhams by showing macro-environment and micro-environment factors. This report gives a brief overview on the type of retail shop Debenhams is, and gives precise and accurate solutions to the many problems Debenhams faces.
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Introduction 
Debenhams is a well-recognised brand in the United Kingdom and Ireland. It is a British multinational retailer operating under a department store format. Founded in 1813 Debenhams is one of the oldest retail companies with over 240 stores globally. Unlike many other popular retail companies like Primark, new look and Zara who have been around for less than 100 years; Debenhams has been around for over 200 years making it the most renowned company in UK. Not only does Debenhams market its own brand but it markets other well-known brand and concessions such as Ted Baker, urban decay and many more. Debenhams holds up to 30,000 employees. They are known for women wear, children wear, menswear, health and beauty, accessories and home furniture and is the 2nd largest department store in UK after John Lewis.
From 1985- 1989 Debenhams was part of the burton group. On the 4th September 2003 Debenhams opened its largest British store at the bull ring centre.2010; Debenhams had 115 faith concessions trading within its stores And in 2012 the company decided to open another 25 sites in UK. 
In September 2017 Debenhams announced that they want to cut down on the amount of stores they have and make them better. Due to annual losses of £491.5 million they want to close down 50 stores, making 4000 jobs at risk.
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PESTLE Analysis 
· Political factors
Due to having many different stores globally; Debenhams is exposed to different types of political environment and system risks. This is a problem because before entering or investing in a certain market, Debenhams has to closely check certain things in order to be successful in a dynamic Retail industry. For example they might have to analyse things like Wage legislation, Risk of military invasion, Bureaucracy and interference in Retail industry by government.
· Economic factors
Due to BREXIT the difference between wage growth and inflation rate has decreased. This then affects the social pension schemes for employees at Debenhams. Due to losses of 491.5 million pounds in 2017 Debenhams are not profiting as much as they could which is why they are trying to reduce the amount of stores they have. The main problem is that they need to strengthen their finances and invest in manufacturing their stores. 
· Technological factors
Debenhams has annual digital sales of £478 million. Over 280 million people shop online at their website making it one of the most visited online retailers in the UK. Before Debenhams introduced this ‘social shopping’ it was making a lot of loss. But now that other brands have also created social shopping it is hard for Debenhams to stand out from the rest.
[bookmark: _Toc532318819]Stakeholder Analysis
A stakeholder is those who are affected by and effect the action of a firm. According to a internet article “Stakeholder Analysis is a systematic way to analyse stakeholders by their power and interest. High power, high interest stakeholders are Key Players. Low power and low interest stakeholders are least important”(Internet 2015 - 2020 T Morphy 7th Jan 2019)
The Stakeholders in Debenhams are:
· Customers 
· Suppliers
· Employees
· Shareholders 
· The environment 
· The community 
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[bookmark: _Toc532318821]Trends related to population in UK and Europe 
Nearly 80% of Debenhams overall revenue comes from UK there rest of the world only accounts for 5% of the group revenue. This means that nearly 1.89 billion pounds was brought in by UK. Showing most of Debenhams profit is in the UK. 19 million UK customers like its beauty halls and well-located stores. Showing Debenhams in what area they should improve in. 
[bookmark: _Toc532318822]Strengths and Weaknesses of Debenhams
· Weakness
· Less in-store sales due to most of their customers being able to order online and because their digital growth is growing.
· Week UK market- effecting earnings. Due to loads of competition there is a dip in clothing sales. This means people are less likely to buy off Debenhams as other places are retailing at a cheaper price. According to a internet article “ the in store spending has significantly decreased due to the Dip in in-store sale” (Internet K Sheopuri 2019 7th Jan)
· High price rates. As there are loads of other competition and clothing retail stores opening they are more likely to retail at cheaper prices this means that not many people will buy from Debenhams as they have higher price rates. This will make it harder for Debenhams to make profit and sell goods.
· strengths
· Digital growth – Debenhams has improved smartphone conversion rate by 15%. This means more of their customers like to buy things online rather than in store. This customer interaction over the internet creates loyalty and personalisation between Debenhams and their customers.
· Strategic progression – Debenhams have strategically brought up new ideas to expand their business. They have recently reintroduced the ‘beauty club loyalty’ endorsed by a well-known famous artist Alisha Dixon. This overall helps Debenhams to expand their volume of customers.
· Mass amount of employees- Debenhams has 30 000 employees this increases the productivity and allows the business to achieve better outcomes. 

 
[bookmark: _Toc532318823]Suppliers and Competition
Debenhams have nearly 1000 suppliers around the world and have direct sourcing operation in Hong Kong, Shanghai, Bangladesh and Sri Lanka. This is then helps Debenhams to be recognised in different countries and overall helps with gaining diverse customers. Also having different suppliers at different countries could also help Debenhams to create unique designs to sell. This will then help them gain more customers and will differentiate them from other retailers. 
Debenhams is not the only retail store that is doing great in UK. One of the main competitions for Debenhams is Primark. Not only does Primark have low price rates but they also have many suppliers around the world including Bangladesh. This means that they could be selling similar designs to Debenhams but at lower prices; meaning more customers will buy of Primark instead of Debenhams.                                                                                                            

[bookmark: _Toc532318824]Finance & Economics
Due to an increase discounting and weakness in certain in certain key markets Debenhams have not been making much profit. Most of the money customers spend are online than at store. Therefore customers find different websites and stores to buy from and are not buying from Debenhams. Causing Debenhams making less profit. One of the reasons Debenhams is finding it hard to make profit is because of the fact that they are in debt. In 2003 Debenhams made a deal with a private company and invested in £600m and by the end of it the company was left with £1.2bn of debt. 

[bookmark: _Toc532318825]Changes in Lifestyle
Because of changes in shopping habits more people choose to spend more money on cars, eating out and holidays. Therefore Debenhams decreased sales prices on clothing however to make profit they had to increase on sale prices that linked with holidays such as luggage’s and swimwear. Also in 2016 Debenhams stated 40% of its stores will have new food offer. Also due to the increase in technology most people prefer to buy online than in store therefore Debenhams had to put out more products online to attract customers.

Political and Legal Requirements
Debenhams make sure that they are always following the right political and legal requirements. S=in their code of conduct they state that working hours are not extensive, living wages are paid, employment is freely chosen, no discrimination is practiced and many more important requirements. Legally children under a certain age should not be working no matter what country you are in therefore in Debenhams code of conduct that ‘Children and young persons under 18 shall not be employed at night or in hazardous conditions.’
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Environmental and Ethical concerns
Debenhams in 2015 partnered with Swatsi to teach their workers’ health and hygiene, financial literacy and much more. They have trained mostly women to help sort out issues in the LEDC countries such as Bangladesh where most women are not educated and do not work. Also due to modern slavery act 2015 Debenhams ensures that every person who works at their factories has their rights.
In 2017 Debenhams overall carbon footprint has reduced by 13% due to reduction in electricity consumption, company vehicles mileage, staff travel and outsourced- freight. However Debenhams has only been able to keep their carbon footprint stable and are not planning on reducing their carbon footprint –instead they wish to keep their carbon footprint as it is until 2020.
[bookmark: _Toc532318828]Core Problems of Debenhams
The main problems of Debenhams is the huge debt of £1.2bn from the deal they have made in 2003 with a private company because even if they are doing good business and are earning a good amount of money it all just goes towards that debt therefore it is hard for them to create some profit. Also another one of the problems is the fact that there are loads of retailers who have better sales then Debenhams meaning fewer customers will buy from them. Also another problem is the fact that they have loads of factories and stores globally so there is a lot of money spent on rent and employees so overall not much profit is made.

[bookmark: _Toc532318830]Conclusion
In conclusion, the main problems for Debenhams is the fact that they are on a huge debt which is taking them a long time to pay off; meaning every profit they do make is either spent on rents and employment or is paid to the private company to reduce the debt. This is why they have announced that they will close down 50 stores and risk 4000 jobs – purely because they can’t afford it.
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