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Executive summary


This report aims to offer an overview of the garment retailer Primark, its market emergency and development, the problems it has faced and the current issues it is still facing. This summary includes a brief SWOT analysis and inquire into the factors that led to the emergence of problems and of those which helped to solve them, the action the retailer has taken and the decisions it has made to restore its image and success. It also adds in an analyze of the political climate in the area where it has its suppliers, the social problems faced by those countries and how the legislation in force in the respective countries can affect the Primark’s business. It contains also a diagram of Primark’s stakeholders and how they are affected by Primark’s problems, how they are involved in solving these problems. 
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1.0

Terms of References

This report was requested by Maria Heffernan, University of Wales Trinity Saint David, on 5th of June, 2019 as an assignment for Problem Solving and Decision Making module. It was compiled by Marilena Ligia Stan as a student and contains an analyze using SWOT and PESTLE model, on Primark. The submission requested date for this report is 12th of July, 2019.

























2.0

Procedure

To compile this report, various informational resources has been used, such as University of Wales Trinity Saint David online Library, Websites, Journals, YouTube broadcasts.




























3.0

Findings

3.1

Introduction

Primark is an international retailer, owned by Associated British Food (which also controls Selfridges and owns Twinings, Ovaltine, Ryvita, Jordans and Patak). It offers the latest fashion, beauty and homeware at the best value on the high street, putting good, new fashion for cheap prices. It was founded in Ireland, Dublin in 1969 where a store and the retailer’s now very modern head office, remain to this day. Chairman Arthur Ryan launched the value retailer, known as Penneys but after expanded outside of Ireland, to avoid litigation with American retailer JC Penney which has already registered the name Penney’s in the United Kingdom, had to rebrand it to Primark. Primark story has been a continuous success, known for its small prices and basic style quick fashion, the retailer has become a staple of British high streets and shopping centers, having a distinctive offer within the fashion market. Primark has grown tremendously over the las 10 years due to the low prices, nowadays being the second clothing retailer after the first situated Marks & Spencer, in the UK. Clothing industry seems to be a very competitive industry in UK, the top four retailers Marks & Spencer, Primark, Next and the Arcadia group controlling only 25% of the UK total clothes industry market share.

3.2

Primark Portfolio and Locations

Despite the fast growing of e-commerce and the decrease of high street commerce, Primark is selling a huge range of products by operating solely from physical stores. Primark market is so compelling and its products are so distinctive that a complex, costly and operationally demanding online sales platform becomes less attractive. Even if it does not sell online, the company website is innovative, engaging and impactful and have an online catalogue where customers can see the products but they cannot buy. Currently, Primark owns 350 stores in 14 countries selling a various range of products including babies and children clothing, women clothing, men clothing, homeware, accessories, footwear, 
beauty products and confectionery. Starting 2014 Primark introduced Sephora products and from January 2018 introduced vegan snacks. Regarding its suppliers, Primark clothes are mainly manufactured in European and Asian countries, the key sourcing countries being China, India, Bangladesh and Turkey.
Over the past 48 years, Ryan has led the business from humble beginnings to a global force that now has more than 350 stores and 70,000 employees in 11 countries. After successfully operating in Ireland (over 37 shops) Primark expanded to UK. In 1973 opened the first shop in Derby and now operates in 188 shops over UK. In 2006, expanded to Europe market where, in May 2006, opened a store in Madrid, Spain, now operating in 45 stores. Further, it expanded to Netherlands (20 stores), Portugal (10 stores), Germany (28 stores), Belgium (6 stores). In September 2015, Primark moved to America with a store to Boston, and now operates in over 8 stores. In 2016 it entered the Italian market and in 2019 intend to enter Ljubljana, Slovenia, Chicago and Florida.
Chronological diagram Primark’s growth:
1969, Dublin, Ireland
1973, Name changed and expanded to the UK. First store, in Derby
2006, Madrid, Spain
2008, Rotterdam, Nederland
2009, Lisbon, Portugal / Bremen, Germany / Liege, Belgium
2011, Birmingham, Manchester, UK
2012, Innsbruck, Austria
2013, Marseille, France
2014, Paris, France
2015, Boston, USA
2016, Arese, Italy / Amsterdam, Netherland
2019, Ljubljana, Slovenia (targets Chicago, USA and the biggest store in the world, in Birmingham)

3.3

Primark past problems

After the huge scandal Primark has faced in 2009 regarding TNS knitwear that was using illegal immigrant workers, paying them half the minimum wage, thus breaking out the employment and immigration law, in 2013 Primark faced another disaster produced by the collapse of the Rana Plaza building, a complex which housed five garment factories supplying global brands, including Primark. Since this collapse killed more than 1100 people and injured other 2500 in Bangladesh, firm have faced criticism for lack of action to improve working conditions. Primark offered a short term aid consisting in food aid and financial compensation immediately after disaster, and a long-term compensation payment to the victims of the disaster and their families. As a part of this deal workers will also get medical assessments by experts and now it extended payments to victims and will continue to pay the wages of those affected and assure financial guidance and advice, make them understanding their rights. Primark signed the Accord on Fire and Building Safety in Bangladesh, is continuously supervising and assessing the structural integrity of the factories. In all their key sourcing locations, teams of dedicated experts assure trainings for the workers, supervise the ethic and labour rights and the respect of all the accords. After a serious investigation that took place over a year, Ethical Trade Initiative, found that Primark was seriously uplifted its ethical activities including recruiting ethical trade staff in sourcing countries, and delivering awareness-raising training for buying staff and suppliers. Primark’s commitment to produce responsible fashion succeed in increasing the consumer interest in their sustainable and ethical practices.

3.4

Nature, Scope and Impact

The main problem that Primark is still facing has a social nature and the company is still trying to overcome the already formed consumer’s opinion about the fact that fast fashion is not ethical made. The tragic collapse in Bangladesh is considered to be the most tragically accident in the history of garment industry and a wake-up call for the international fashion industry to protect the most vulnerable workers who produce their goods.
As a scope, Primark whose image has been seriously affected, makes considerable efforts to restore its image as a sustainable and ethical brand, and as a part of this ongoing effort it has implemented a series of strategies to improve livelihood of the workers, to reduce chemical usage, water usage and waste output. The impact is that in the sourcing countries, Primark provides jobs and a better rates of payment thus helping to improve overall standard of living. In Bangladesh 80% of exports are clothes and it is considered that the garment industry has a positive impact of the country as it alleviates poverty. Amid mounting regulatory and consumers pressure on companies, as currently, about 25 million people worldwide, were estimated to be trapped in forced labour, Primark proved that their products are free of slave labour. A supply chains is a complex process with links in many countries and in order to cease the criticism about their ethically sourced products, Primark has increased the transparency and visibility about its suppliers by publishing an online map, showing more than 600 factories in more than 30 countries, including information about the number and the gender of workers. Primark expertise lies in understanding the necessities of its customers and working with its suppliers to produce good with Primark’s specification. It is to underline that Primark doesn’t own any factory and is selective with its suppliers, every factory has to meet internationally recognized standards before they can start a collaboration with Primark and during the partnership.

3.4.1

SWOT analysis

A general analyze of Primark reveals the strengths of Primark which consist in its capacity to attract its customers. Their over 350 store locations attract more customers over 11 countries, generate sheer volume of sale and offer more than 70.000 jobs. It is also a strength to offer good quality products at affordable prices and focus on employee’s rights on labour right matters. Primark still faces many negative echoes about its worker’s rights and poor work conditions and they have decided to face the rumors head-on by opening a dedicated page on their website, explaining the measures they have implemented to protect their workers at every stage of the supply chain, thus strengthening their position as the retailer of choice for consumers. 
A weakness is that Primark doesn’t have an online shop in the context of the ubiquity of smartphone and online shopping as a buying habit, although Primark keeps low costs to its products avoiding shipping and returning costs. Despite the lack of e-commerce, Primark has created a very active online platform, known as “Primania”, inviting Primark customers from all over the world to share on Instagram, photos of them wearing Primark outfits. A weakness is the ethical issues Primark faced, when it was involved in scandals and the repercussions on Primark’s image, regarding its ethical behavior, were severe, as many consumers opted for boycott and turned to the rival retailers.
The biggest opportunity that Primark has is that it is on track to overtake the market leader, Marks & Spencer and become the biggest selling clothing retailer in the UK. Marks & Spencer occupies now 7.6 while Primark has 7.0. Another opportunity is that pursuing a costs leadership strategy it has kept the prices steady and affordable while many of its rivals had increase them. Primark also included Sephora as new make-up range thus it is expected them to outperform their rivals. Threats that Primark faces are coming from its fierce competitors such as Marks & Spencer, Next, Arcadia Group, ASDA, Tesco, TK Maxx, JD Sports, Debenhams and Sports Direct in the UK and Walmart, Gap’s Old Navy, Forever 21, JC Penny and Macy’s in the USA.

3.4.2

Pestle analysis

In a successful business, PESTLE is a very good tool to analyze strategic situations and to adopt and implement strategies for profitability. All those who has direct or indirect stake on Primark are considered its stakeholders.
Political
The most visible political factors that might affect Primark’s business on the European market is the Brexit. As Britain voted to leave European Union it brings uncertainty and may cause an overturn on political and economic environment, taxes impact, profit margins. It is also very difficult to set up a strategy and find a realistic plan in the condition where there is no deal scenario about Brexit and no one knows how Britain will exit European Union. In the countries where Primark has stores or logistic centers political stability is an essential factor for its operations, this being the case for Bangladesh where were created many conflict or areas after the splitting of Bangladesh and Pakistan from India. Looking to the political instability of Bangladesh and to its geographic position overlooking the Bay of Bengal, where all the South-East commercial routes pass, including China and the main junction Bangladesh-China-India-Myanmar corridor along the Burma Road, all the international diplomacy is concerned.
Technology 
The technology fast development can make Primark vulnerable. “Primania” is a good and successfully strategy as the company has now around 11 million followers, but as Primark does not operate e commerce, this being considered a strength for the moment, it may be affected by the emergence on the market of the two giants Amazon and Asos.  This can make Primark reconsider the sales strategies and provide home delivery services. Technology has a huge impact over the industries as communication is more fluid via e-mail, teleconferences, voice conferences, chats and worldwide travel distances decreasing. Technology development has also made possible for BBC to air a documentary in which Primark was spotted as having an unethical behavior. The information has been spread worldwide in a blink of an eye and the tainted image of Primark was very difficult to be changed in the eyes of its customers.
Legal 
There are third parties like the governments in the countries where factories are located, customers who are very interested that the goods they are buying to be ethically made, Trade Unions which represents the workers, Non-Governmental Organizations that are involved in workers legally issues. Primark has to abide to all domestic and international labour laws. Due to the no-deal yet Brexit, Primark might become a subject of World Trade Organization trade rules. Primark is also involved in international trade and have transportation of goods as a part of their supply chain, which implies customs authorization which is a legal issue across the countries to which Primark has to obey. Recruitment process as well as the entire employment wage package must comply with the legislation in force for each state where Primark operates.

3.4.3

Primark stakeholders

As Primark operates over three continents and deals with huge amount of goods that need to be produced, packaged, transported, stored and sold, every company or organization involved in this chain pursues a stake. They can be various such as organizations that provide help to the workers, shareholders who invested in the company, creditors, direct employees of Primark, Non-Governmental Organization, ETI, Media, Unions. The needs of every stakeholder are different and Primark has to meet their expectations. Customers are very important as in a consumer world, a business would not exist without them. The main objective of Primark is to provide to its customer good products in terms of costs, quality, safety, ethic manufactured and environmental friendly.
As Primark operates worldwide it provides employment for more than 70.000 employees including senior management specialized in finance, marketing, sales, production or others such as branch managers, team leaders, sales assistants. It also has a Distribution Centre which offer more than 200 full time employee posts. Primark’s commitment with its employee is very important as they are influenced by working conditions, cleaning, health and safety environment which keep them positive and motivated to deliver performance to the customers. Every employee wants to have a secured, well paid job, benefits during the job and after retirement.  Primark also provide guidance for issues like immigration and right of work in the countries facing this phenomenon. There are also strategic partners as Primark stakeholders such as several logistic centers over the Europe and United States of America that work with Primark to assure fast and safe movements of goods, also freights airports where goods are transiting on their way to shops. Primark deals very closely to its suppliers and in the foreign countries where there are factory which manufacture goods for Primark, they offer support and trainings sessions, also show concern about issues like child labour which is considered the worst unethical practice. Primark is very strictly in clarifying work conditions before approve a supplier. Primark strategic partners and clients are among the vendors, for example the knitting machines vendors or Indian and Chinese cotton growers as it is well known that cotton is the most important fiber crop, providing basic raw material for the textile industry.








 
























4.0

Conclusions

4.1

Primark’s current situation

Due to the rapid development of technology, the dynamism of the global market and the increase of competition, business environment has changed significantly. An important aspect of the business world today is the constant search for innovative strategies and new managerial approaching, in order to produce values and defeat competition. Primark has conquered the second place on the market by overtaking Next and being very close to its main rival, Marks & Spencer. New organizational management and new business tools are needed to ensure business success in the future. Today, more than ever, an out-of-the box thinking is needed as the economy is no longer based on products but more on the experiences they offer, the emotions they create, the energy they unchain, the passion involved in actions, and the ethics. The sale process does not start and not end at the shelf, this being a continuous process. In the 21st century business culture, feelings have often been neglected but modern companies are looking for ways to use emotional intelligence, how to interact with emotions and how to use sentiments for the company’s success.

4.2

Primark’s areas of concern

Primark faced strong issues regarding ethic and working condition and it was very difficult to clean up the tainted image due to its customer emotions. It was Primark’s decision to act discreetly but the public opinion needed much more vocal action. Despite the fact that they set up the ethics policies and all the transparency regarding their suppliers, the customers have kept an eye on the situation and media investigated the promised changes, at a time when everything seemed to be forgotten. The challenges of today’s world, not only in business but on a large scale is the care for the nature and its resources, care for socially vulnerable people and finally this is ethic.
 
4.3

Factors involved in problems solving
 
A different managerial approach by Primark’s Executive Board and every factor involved such as the Governments, Non-Profit Organizations, Unions is necessary, which is to consider not only the profit but also the consequences of their own actions and ways to bring a positive change into the world.



















5.0

Options

An option for Primark is to adopt a much more vocal attitude regarding issues that occur in its supply chain and to keep the relationship with its providers as transparent as possible, to inform public opinion on its ethical trade practices using the public and their own publicity tools.

5.1

Sustainability

Both in countries politically stable and in those where the political stability is not a guarantee, suppliers must be encouraged to make known the working conditions in their factories. Primark also has to show the quality and the place of origins of the raw material used to manufacture the products that are sale into its stores, how these products are made and who works for it. Primark launched a program to sustain the farmers to obtain increased yields of cotton using sustainable farming methods and to store the harvests in an appropriate manner.
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Appendices

Primark stakeholders diagram
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Obituary

On the day this report was completed, the press announced the death of Arthur Ryan, the founder of Primark. As he left behind a legacy it is the duty of his heirs to carry it further and to comply with the highest ethical and moral standards.
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