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[bookmark: _Toc86342946]Background and Relevant Information
The following section will have a look at the background regarding the company John Lewis & Partners (JLP). This will help get a clear picture of the business and its subdivisions. It will also have a brief look at how this has changed over the years to get better understanding of what went wrong over time and try to pinpoint what led to their current complicated situation.
[bookmark: _Toc86342947]History of John Lewis and some Relevant Information
In 1864 silk trader John Lewis opens a fabric shop in London where just a few years later he included homewares and clothing to the shop’s inventory (Benedetti, 2020). However, JLP does not get to its modern self until 1914, when John Lewis passes the control of the company to his son John Spedan (Lewis, 2013). He saw the dissatisfaction of his employees and he implemented the first ‘Principle’ of the company which is where a big part of the company’s image and reputation comes from.
That principle states that all employees will be monetarily awarded (in the form of money or shares) (Lewis, 1928). This however recently changed (for the first time in 68 years) when the company announced that the staff bonuses would be suspended due to the enormous losses caused by Covid-19 (Jahshan, 2021, Butler 2020). The last time such thing has happened was in post war Britain.
In 1937 JLP acquired the British grocery supermarkets Waitrose (Waitrose, 2021) alongside with their banking services. This would later turn out to be one of their best investments since as of now the Waitrose stores outnumber the John Lewis ones by a factor of 7 (Heart, 2018). 
In 2010 JLP partnered up with Ocado which is an online platform for home delivery of groceries. The partnership was signed for 10 years within which Ocado would distribute and promote the Waitrose brand (John Lewis Partnership, 2020). However, the management of Ocado switched their supplier from Waitrose to Marks & Spencer due to better monetary gains on September 1, 2020 (The Guardian, 2020). This was a huge blow to Waitrose since Ocado had to publicly state on their app and website that they will no longer do business with Waitrose and instead will substitute ordered items with ones from M&S (JLP, 2019). This in terms led to many costumers moving away from Waitrose as the prices of the M&S substitutes were about 15% lower for seemingly the same product quality. (JLP, 2019; The Guardian, 2020). The new boss (as of 2020) of Waitrose James Bailey (Nazir, 2020) however, saw the split from the major delivery company as “an opportunity” for JLPas they will try to ‘tempt’ some of Ocado’s users over to Waitrose (Bailey, 2020; Pringle, 2020). Although seeing an increase from online sales from Waitose.com by 13.2% the losses from the Ocado platform were far greater (Statista, 2021). 
[bookmark: _Toc86342948]Store Distribution and Closures

John Lewis had 50 stores across the UK and 353 Waitrose shops. These numbers however have gone down due to the pandemic and the related losses they have reported.
Of the 50 John Lewis stores a whopping 16 have been permanently closed, which accounts for 32% of the total throughout the pandemic. Waitrose on the other hand has permanently closed only 24 of its stores between 2019 and 2021 (Statista, 2021).

All of the John Lewis & Partners stores operate exclusively in the UK although most of their stores are located in the middle and southern parts of the British island. 

[bookmark: _Toc86342949]Problems Faced by John Lewis
As the case study shows (Jahshan, 2021) the company is having dire financial problems since the outbreak of the Corona Virus and the lockdown that followed.
There seem to be something more going on however since JLP are certainly not the only business that was affected by the virus but somehow their losses exceed (greatly in some cases) the losses (or minor revenue) reported by their competitors. In the following section the report will identify some of their problems. 
Due word count limitations, the report will focus on only one of the problems that it identifies. Later a SWOT (Haughey, 2014) and PESTLE (Aguilar, 1967) analysis will be conducted and linked to the chosen problem.
For other problems identified by the author please refer to the ‘Appendices’ section of this report. 

1. The brand is expensive and the quality to price ratio is arguable. Their products appear ‘old-fashioned’ and are not in line with the current trends in clothing. Their marketing strategy is questionable since it is rarely aimed towards the younger generation. This unnecessarily narrows their clientele further.



[bookmark: _Toc86342950]In-depth Look into the Chosen Problem
The problem the report will focus on will be the last one - their targeted clientele and their premium pricing of arguably outdated items. The author considers this problem to be tightly related to JLP’s loss of money, together with Covid.
The following section will identify the Nature, Scope and Impact of the chosen problem and link it the main problem – the financial loss of JLP.
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The brand is considered lower-high/upper-mid class. This means that their prices are significantly higher than these of their lower end competitors such as Primark. Also, judging by the design of their clothes their target clientele appears to be the ‘older’ part of the population. Further on, their adverts are not designed to appeal to the young people. To adhere to their brand’s image their household items are also priced higher compared to similar items found on Amazon and Wilko for example. 
The store being premium dictates that the stores must be in a central and popular area. This incurs very high renting costs. Their premium prices are discouraging their customers to buy from them since the middle class, which is exactly their target, is shrinking ever so fast (Vincent Chan, 2021) 

[bookmark: _Toc86342952]Scope
The main party affected is JLP themselves. The £517M loss which subsequently led to store closures and heavy damage to their business. Others affected by this are both their Waitrose and John Lewis costumers. On a larger scale UK’s GDP is impacted due to the lower revenue. The users of Ocado are also affected since they can no longer use the platform to order online from Waitrose.
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The monetary losses of JLP have shrunk their business and in terms their future profits. They will have many loyal customers that will be affected from the closures in some key locations as they will no longer be able to shop at JLP. The increase in tax rates, rents, gas and electric bills and the financial loss of JLP will most likely lead to an increase to the already high prices of the brand and possibly deter more of their customer base.
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This section will focus on the weaknesses and threats that are related to the chosen problem in order to identify the causes of it. Multiple categories will be combined in one since the author considers them interrelated.
1. Premium pricing, Incoming Recession, change in spending habits and the threat posed by ‘value’ stores

Due to the lockdown and the furlough and business support schemes the country lost a lot of money. They have recently announced an increase in the corporate taxation rates (GOV.UK, 2021). This problem is affecting JLP in two ways. First, they will need to pay the government higher taxes which in terms reduces their total profit and second the working people will have a greater part of their income to towards taxes and in terms leave them with less disposable income. Statistics show that the average UK household spends approximately £101 on clothing and £276 for food items which is not in line with the pricing offered by John Lewis and Waitrose (Yurday, 2021). The increase in fuels will likely add to this monetary problem (Jackman, 2021). The loss in the UK treasury will likely lead the country in a recession like the one back in 2008 (Amadeo, 2020). All these combined will likely give an advantage to the budget stores such as Primark and Mark & Spencer. 

2. Target clientele, old-style, weak presence online and questionable advert strategy.
Financial matters aside, JL arguably have an old-fashioned and outdated clothing. They fail to appeal to younger people and are certainly not inline with the current fashion trends. This has them losing on a significant portion of the population and potential customers. They mainly advertise on the public television, and this does not get their message to many (especially younger people). Nowadays fashion trends are mainly dictated by the so called “influencers” who review and advertise brands exclusively online on places such as Instagram, Facebook and TikTok. I addition their most recent advert has caused an enormous backlash from the community as it was deemed sexist, misogynistic, and homophobic (John Lewis, 2021; Wright, 2021)

[bookmark: _Toc86342955]PESTLE Analysis of John Lewis
This section will focus on the things identified in the PESTLE analysis. As with the SWOT section multiple categories will be combined in one since the author considers them interrelated. 
*To avoid repetition some aspects will be referred to the SWOT section.
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· Brexit and the Lockdown
In addition to the overview of the problem in the SWOT section, point 1 This section will analyse the impact of these political factors. The UK leaving the European union will make it harder for immigrants to move to the island. This will stop the flow of European workforce which is usually cheaper than the UK population. In addition, Brexit will increase the time and money required for JLP to import goods and raw materials from Europe. Furthermore, this political move will make it extremely hard for JLP should they decide to expand beyond UK or at least export outside the UK.
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· Inflation, increasing in tax rates, bills and rent and coming recession
*Please refer to point 1 of the SWOT analysis above.
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· Focus on healthier lifestyle and vegan products
In addition of the analysis made in point 2 in the SWOT section above, the population is quickly turning to a healthier diet and lifestyle. This may be a direct consequence of the increase of obesity in UK population during the lockdown. Research suggests that the number of vegans in the UK rose by over 40% in 2020 alone (Chiorando, 2021). After the author’s review of the website of John Lewis and Waitrose he could find an extremely small selection and variety of items suited for vegans. This is another target group that JLP does not appeal to.
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· Increase online shopping after lockdown and Possible automation of processes
Research suggests that online shopping has increased by over 60% over the period of the lockdown (ONS, 2021). This has led to a permanent shift to online shopping for part of the society. After going through the website of Waitrose and John Lewis the author thinks that both are poorly optimised. Both sites are relatively hard to navigate and look through compared to the likes of Amazon and eBay. The delivery charges also appear higher than usual. There are also very few advertisements of JLP on the major online platforms where the new trends are dictated and announced.

[bookmark: _Toc86342960]Legal
· Introduction of wellbeing laws and more strict recycling laws
A new law is being introduced in the UK that concerns the wellbeing and mental health of the individual and future generations. This law suggests restrictions in the maximum working hours and reduction of work-related stress. This could lead JLP having to increase their investments in their HR team. Furthermore, new and existing laws regarding recycling and waste disposal are constantly getting reviewed or introduced. This will likely increase the spending of JLP (and all other businesses) and further increase their costs of manufacturing.


[bookmark: _Toc86342961]Environmental
· Carbon footprint
Society is getting more concerned for the carbon emissions and the carbon footprint of companies. Greenhouse effect on the planet is also a rising concern. JLP might need to invest in carbon-reducing technologies and processes to keep up with their competitors which could have a positive impact on their brand and improve their position in society.

[bookmark: _Toc86342962]Conclusion and Final Thoughts
Covid-19 has impacted all businesses across the UK and although the government has offered financial support this is very likely to lead the country in recession like the one in 2008. Judging by that experience it is safe to assume that the disposable budget of the majority will shrink dramatically. This will have a negative impact on JLP since they are considered an expensive brand by many. John Lewis classified as ‘non-essential’ has cost them a lot. This combined with their arguable fashion and advertising choices have put them at a disadvantage to many of their more budget friendly competitors. It is certain that their expenses will rise in the future due to all the facts presented in this report. Unless they make a change in their marketing strategy and their target audience and make adjustments to their pricing, another lockdown (which appears very likely at the moment) could be their demise.
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SWOT Analysis
	STRENGHTS
	· Established brand
· Multiple sister companies
· Recognisable
· Considered high-end and “posh” by many
· Have their own brand
· Diverse and increasing inventory
· 
	WEAKNESSES
	· Exclusive to UK
· Premium pricing
· Targeted at older population
· Outdated fashion design
· Very few physical locations
· No export
· Weak presence online
· Closed shops in key locations
· 
	
	
	

	OPPORTUNITIES
	· The bankrupt of some of their competitors
· Brexit
· Advertising
· Increasing demand of healthy/vegan items
· The rich are getting richer
	THREATS
	· Brexit
· Covid-19
· Increase of taxes, bills and rent
· The middle class is dying
· Budget companies are taking over
· Advertising
· Recession caused by Covid-19
· Further potential lockdowns
· Change in the spending habits of the population
· Continuous decrease of the cost of the shares
	
	
	





PESTLE Analysis 
	Political
	Economical

	· Brexit
· Change of ruling parties
· Grants/furlough schemes available
· Lockdown – inability for non-essential shops to remain open
	· Increase in tax rates, bills and rent
· Heading into recession
· Inflation
· Strength of the British Pound
· Substantial decrease of the costs of the stocks of JPL
· Increase in raw material costs
· Decrease in disposable income

	Social
	Technological

	· Branded items are more appealing to upper society
· Change in the spending habits of people 
· More focus on healthy/vegan lifestyle
· Stronger criticism from everyone recently
· Trends in clothing and lifestyle are changing
· Change in demographics
	· Increase in online shopping
· Advancements in technology
· Online access is getting more common

	Legal
	Environmental

	· Increasing level of regulations
· More strict laws regarding environmental protection
· 
	· Stronger focus on environment protection
· Increased awareness of the “carbon footprint” of companies



Additional problems identified
3. A loss of £517 million for the past year (Jahshan, 2021). This is the core problem of JLP and is a very complex one. It is mainly caused by the lockdown following Covid-19 and John Lewis being classified as “non-essential” store and not being allowed to operate during most of the lockdown. 
4. Store Closures – several stores in the partnership have been permanently closed – Both Waitrosa and John Lewis.
5. Due to the above problems over 1 500 (Rodger, 2020) have been put at risk or lost. Although this will save some money for the company, it incurs costs in the face of redundancies and compensations for the redundant workers.
6. JLP has reported further losses due to its efforts to move their business online and the recent changes in head office (Jahshan, 2021). The change in management could be related to the recent poor financial performance of the company.
7. JLP saw a decrease of 25% in the price of their shares on the stock market in the last 3 months (as of 16/10/2021) (MSN, 2021). The prices of stocks are often related to the performance of the said company.
*The author of the report acknowledges that there are many specialists researching, reviewing and monitoring the performance of the company and relies on the data provided by them.
8. Their sister company Waitrose could not cover the losses incurred by John Lewis. Even though Waitrose have been deemed ‘essential’ and was able to remain open during the lockdown they did not manage to offset the losses from John Lewis despite of their sales growing by 13.2% (Statista, 2021). This increase however would fall to only 5.1% this March, when stores were allowed to open.
9. JLP plans to resume staff bonuses (Jahshan, 2021).
· After some research the author found that the staff bonusses were as follow:
· In 2018 - 5% of the employee’s annual pay (when they had over £250M profit) (Rodger, 2020), which would average £815 yearly bonus*
· In 2019 - 3% of the employee’s annual pay (Butler, 2020), which would average a £500 yearly bonus*
*The amounts are based on the average weekly working hours of the UK worker and the average JLP employee’s salary (Indeed, 2021; ONS, 2021).
Based on the bonuses received by their staff in previous years and the average hourly pay (Payscale.com, 2020) and the average full time working hours (ONS, 2021) it would be safe to assume that the staff bonus would be approximately £360 of and yearly bonus (without accounting for inflation). This could be majorly demoralising for the remaining employees.
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