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Executive Summary

[bookmark: _GoBack]M&S is an established British brand which sells products in the clothing, food, and finance sectors.  The business has been in decline; it made a six month loss of £87.6 million in September 2020.  


This was largely due to the Covid-19 pandemic which required clothes stores to shut and only online selling was permitted.  It became evident that M&S was not up-to-date with its use of technology.

They have a culture where the brand is respected but decision making is slow due to its complex organisational structure.   

M&S is committed to ethics and the environment.  It is regarded highly in the industry for its ethical stance – though it has had some bad publicity at times.

The company regards its core values as quality, value, service, innovation, and trust.  However, the innovation element is lacking and the company needs to employ innovative employees as well as encourage current employees to be innovative by offering incentives.  Stores also need to be updated and modernised to bring in new customers and help employee morale.
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1.0. [bookmark: _Toc66963975]Introduction

This report was requested by Marks and Spencer CEO, Steve Rowe, on February 28, 2021. This report was compiled by the Marketing Manager, Bilkis Hussain, with a completion date of 1st April, 2021.  
The purpose of this report is to look into the culture and the external environment of the organisation.
The research is primarily carried out through the use of secondary research methods such as books, online articles, and journals.

 






















2.0. [bookmark: _Toc66963976]Findings

2.1. [bookmark: _Toc66963977]Marks and Spencer -  Background

[bookmark: _Toc66963978]


Marks and Spencer is a multinational company which was established in 1884 as Penny Bazaar in Leeds (M&S1, 2021).  The founders were Michael Marks and Tom Spencer (M&S Archive, 2021).

Marks and Spencer (M&S) provides services in the financial sector, groceries, and clothing sectors.  It has over 1500 stores across the world (M&S2, 2021) employing around 85,000 people around the world but over 90% are based in the UK (M&S5, 2021).  

[bookmark: _Toc66963983]M&S has a market share in the food retail sector of 3.1% as of April 2020 (Statista, 2020).  This figure is expected to rise since its partnership with Ocado, which also has a market share of 1.7 % (Evening Standard, 2020).


M&S has revenue and growth has been declining as shown by the bar chart below (Macrotrends, 2021).  The data also shows M&S has had negative growth in many of the years.  





[image: ]
Barchart: M & S 5 year revenue (Macrotrends, 2021) 


As a result M&S profit margins have also been on the decline (M&S3, 2021).   A significant drop in profit after taxation can be seen when looking at 2014 (£506 million) and 2018 (only £29.1 million). 
[image: ]
		Table: M & S 5 Year Profit, Source: M & S



[bookmark: _Toc66963982]Unfortunately, the latest figures as of September 2020 are even gloomier as according to BBC (2021) M&S have produced a six monthly loss of £87.6 million.  This is a result of the effects of Covid-19 and the inability to keep up with the latest technological advances (Sengupta M, 2018).


























2.2. P.E.S.T.L.E

In order for a business to be successful it needs to understand the environment within which it operates.  External context of a business refers to the outside factors which affect organisations objectives (Berkman, 2019).  

The external environment is a dynamic environment as it can change very quickly.  An example is the effect Covid-19 has had on businesses – some being forced to shut their stores and operate online only.  

There are many tools that are available to assess the external environment of an organisation and these include Porters 5 Forces, SWOT Analysis, and PESTLE Analysis (KPT Institute, 2014).  

According to Sheffield Hallam University (SHU, 2019), PESTLE is an acronym which stands for different factors used to analyse the impact of the external environment.  PESTLE stands for the following factors:




· Political – tax policy, environmental policy, trade restrictions, government stability all have an effect on how a business operates. 
· Economic – state of economy, working hours, inflation, minimum wage, interest rates, exchange rates, and amount of disposable income people have can all have an impact on a company.
· Sociological – health consciousness, health and safety, customs and norm, population growths can all be driving factors which allow one to understand its customers.
· Technological – new technology is constantly evolving such as AI.  It affects how business is done with the customers.  This is a particularly important factor especially in the Covid0-19 era.
· Legal – impact of leaving the EU such as import export laws, taxation, legislation which affects employment, consumer protection laws etc.
· Environmental – as resources become more and more scarce consumers are becoming more aware of the products they purchase.  They look to see if the supply chain ethical and sustainable.  

 In an ideal world both of these tools would be used.  A PESTLE analysis would be carried out first to understand the environment within which the business operates and then a SWOT analysis would be carried out of identify the internal strengths and weaknesses of a company. 

The two factors that are important to look into currently, due to the Covid-19 pandemic are:

· Economic – The measure taken by government including having to shut down stores has had a profound impact on the economy.  According to ONS (2020) 43% of the business that were operating had experienced a decrease in profits.  This could have been due non essential businesses such as clothing sectors have had to shut stores and only provide online shopping.  For stores that have no online presence it would have meant no sales were generated.

· Technological - As some businesses were being forced to shut their offices more and more employees were required to work from home.  According to ONS (2020) 26% of businesses had more staff working from home.  This was a result of using currently available technology such as laptops, online conferencing tools, emails, remote access to software etc.  Further to this, many businesses have had to adapt to providing online shopping experience for their customers.  This may be in the form of using Just Eat for food takeaway businesses or generating custom through an organisations own websites i.e. clothing and groceries for M&S. 






 













2.3. M&S Culture


According to Mullins (1999, p802), an organisational culture is:

“the collection of traditions, values, policies, beliefs, and attitudes that constitutes a pervasive context for everything we do and think in an organisation”

In other words an organizational culture reflects “how things are done in that organisation”.  It’s the perception a worker has of the organisation.

Every organisation has a culture.  Businesses need to be aware of their culture and must be prepared to change their culture to allow further growth of the business.  Sometimes cultural change can be the difference between a business surviving or not.

There are many models of organizational culture that can be applied to an organisation in order to formulate a strategy or introduce cultural change within organisations.

Some of these models include the Charles Handy Model, Edgar Schein Model, Hofstede Model, and Johnson & Scholes’ Cultural Web.

The Cultural Web is an ideal tools to analyse the culture of M&S as it provides a thorough examination of an organisation’s culture (Mindtools, 2021).
This model provides 6 elements which are inter-related, this allows one to gain a bigger picture of the organisations culture and see what’s working, what’s not, and any potential for change.

· Stories – past events and people which are associated with the business.  M&S began as Penny Bazaar in 1884 (M&S1, 2021).  The founders of M&S were Michael Marks and Tom Spencer (M&S Archive, 2021).  The stores have been established for over 100 years now.  M&S brand and its product are seen as a British, luxury and quality brand (Fabrikbrands, 2021).  It may be true that M&S is a British brand but a lot of its clothing is made in third world countries like Bangladesh and emerging countries like India.  Employees may not feel that the brand is British any longer and may also doubt the quality of products.

· Rituals & routines – defines the acceptable behavior of people in their daily tasks.  Example – things like welcoming customers when they arrive, being polite to customers at all times.  According to Econsultancy (2016), M&S believe employees are the lifeblood of the business and they are the difference between making footfalls into customers.  They believe in investing in employee training and development to ensure they provide the best quality customer service.  The M&S Sparks card is also an important aspect of rituals and routines as its used by over 6 million members (M&S4, 2018)



· Symbols – visual representation of the business like company logo, its building, dress codes etc.  It’s what helps a company identify itself.   The M&S logo is a well established logo that has been through some changes during its lifetime.  Current logo is as shown below and sourced from https://www.marksandspencer.com.

[image: ]


The company also ensures it employees are smartly dressed in a uniform manner throughout all its stores.  M&S uses a company called Incorporatewear to provide uniform to its staff (Incorporatewear, 2021).  This allows staff to feel proud of their uniform and appearance which then helps employees feel more motivated and happy at work.  

As stated earlier M&S has over 1500 stores, but as pointed out by the Guardian Newspaper (The Guardian, 2020), many of these stores were built around 1920’s and have not been modernized and this can have an impact on the employee and customer perception of a store or brand.


· Organisational structure – this includes the organizational hierarchy.  M&S has a
tall hierarchy may mean slow decision making.  In an article on Thisismoney (2019), M&S CEO Steve Rowe is stated as saying that its culture is ‘siloed, slow, and hierarchical’.  It is evident that M&S organizational structure is tall and that may be the reason why they have been struggling in today’s business climate as they are slow at responding to changes in the external environment.

· Control systems - how things are controlled in the business.  For example, the quality of service provided to customers.  M&S is renowned for its quality of food but unfortunately not for the quality or styling of its clothing (Campaign, 2018).  M&S also understands the positive contributions of employees, well performing employees are offered corporate gifts (M&S9, 2021).


· Power Structures – this involves the people with real power within the business.  For example the owner, manager etc.  Ultimate responsibility of the business lies with the CEO, Steve Rowe.  Each branch of the business then has its own directors i.e. food, retail, finance, clothing.  Store managers have day-to-day responsibilities for running the stores (M&S8, 2021).  Though the power structure seems adequate from the outlook, a further detailed analysis may provide insight into if the organisation is very rigid to change and how employees feel they are able to communicate within this structure.    

There are issues within the M&S culture and these can be identified in majority of the cultural web for example, Outdated stores, clothing styling, the organizational structure which is slow to respond the changes in the environment.  All these issue need to be addressed in order for M&S to be more successful in the future.




2.3.1. Positive Cultural Elements


M&S is committed to having positive culture within its business.  One of the key ways in which it does that it though employee engagement.  

Employee engagement strategies allows enables workers to work to the best of their abilities by understanding the fact that this can only happen when they feel respected, involved and led by values that they work for (MacLeod, 2009).  

An engaged employee goes beyond their usual job commitment and shows willingness to help others.  This will ensure the best quality of customer service is provided. 

When an employee is engaged they will also feel motivated to do the work they are supposed to do.  If an employee is motivated and engaged the productivity is increased by almost a third (Skinner T, 2020).

According to CIPID report into employee engagement (CIPID, 2007) employee feedback and having up-to-date knowledge of the company is some of the main criteria for employee engagement.  

M&S is committed to employee engagement and an indication of that is their use of ‘Suggest to Steve’ scheme where any employee can make suggestions on the business to the CEO (M&S10, 2018).  In addition to that they have groups that are formed within the business to help with employee engagement (M&S11, 2021).  These groups ensure that the employees feeling can be heard higher up the control chain.

Having as many employees engaged as possible has many benefits to both the employee and employer and these benefits include:

· Employee well-being – less stressed employees means they are able to concentrate more on work.
· Employee job satisfaction – engaged employees will know their roles well and be more satisfied in the work that they are doing.   It also means they will be loyal. 
· Lower employee turnover – loyal employees mean they will stay and become more experienced at the job and the M&S could save money on training new staff.
·  Lower Absenteeism –Employee absenteeism is cost the UK economy £18 billion pounds in 2018 (GBCC, 2018).  When an employee is loyal they are less likely to take sick days and avoid the extra cost of hiring more staff.

· Higher productivity & more profits – an employee who is engaged is more focused on work and produces better quality work and larger volumes this in turn means the company makes greater profit as less labour is required or a customer is retained or gained.











2.4. Ethics


“Ethics consists of the standards of behaviour to which we hold ourselves in our personal and professional lives.  It establishes the levels of honesty, empathy, and trustworthiness and other virtues by which we hope to identify our personal behaviour and our public reputation........In our professional lives, ethics guides our interactions with customers, clients, colleagues, employees, and shareholders affected by our business practice”
(Openstax, 2018, P.7)

An ethical company will have integrity with which it operates.  It will deal with its stakeholders and the external environment with honesty, empathy, and trustworthiness. 


M&S are committed to having diversity in their workforce, their health and safety as well as their well being.  They also committed to fair wages and good working conditions for. M&S also believe in anti-bribery and have a modern slavery statement (M&S5, 2021).

Despite having these policies in place M&S have been found to be in breach of these policies on many occasions including a time when according to the Guardian, M&S were found to be paying workers in Bangladesh around 35p per hour (The Guardian, 2019).  Events like that can have a negative impact on the culture and perspective of stakeholders of a company.

To understand the position of M&S in terms of ethical and corporate responsibility it would be help to compare it to another organisation i.e. Tesco and consider how third party asses these companies. 

	Reviewer
	Reference
	M & S
	Tesco
	Notes

	Good shopping guide
	Good shopping guide, (2021)
	71
	54
	M&S is ranked as no 1 in all UK supermarkets

	Ethical consumer
	Ethical Consumer (2021) 
	6 / 20
	0.5 / 20
	M &S is joint top with co-op as the most ethical Supermarket and Tesco is ranked amongst the least ethical company

	BBFAW
	BBFAW (2019)
	Tier 1
	Tier 2
	M & S is in the top tier for animal welfare along with waitrose and Tesco is amongst the second tier out of four tiers.

	Food Foundation
	Food Foundation, (2020)
	Green -  5
Yellow - 4
Amber - 1
Red -0
	Green – 3
Yellow - 6
Amber - 0
Red -1
	They use a traffic light system. Green being best and red being worst.  M & S was the best out of all UK supermarkets.

	House of Commons Sustainability report
	House of Commons, (2019) 
	Highly Engaged
	Highly Engaged
	UK Government produced a report into how sustainable the UK clothing sectors were.  M&S and Tesco were found be amongst the most highly engaged companies

	WWF Sustainability report of forestation
	WWF, (2016)
	Performance
	Progress
	WWF produced a report into how sustainable a companies timber sourcing were.  M&S were outstanding performers where over 95 % of sourced timber were sustainable.  Tesco on the other hand were on the second tier were progression was being made.



Table 2.1: Comparison of ethical and sustainable reviews of M&S and Tesco

A detailed research was conducted into companies which have reviewed the ethics and sustainability of M&S and Tesco.  These sources include the Government, WWF, and other organisations that are primarily focused on ethics and sustainability.

It is evident that M&S is a market leader in the food and fashion industry with regards to sustainability and ethics.  Their policies and level of engagement are highly regarded by many organisations including the WWF and the Government.









2.5. Employee Performance and Organisational Values



M&S has been built up from its core value of Quality, Value, Service, Innovation, and Trust (M&S12, 2009).  As previously mentioned in the report that employee engagement is critical in creating a workforce that provides quality of service to its customers.

In addition to that the following criteria’s are also essential:
· Team working – working in teams and being able to communicate effectively is essential to any business.  This helps ensure the employees feel part of a family and motivate them better.
· Motivation – providing the correct training and providing rewards for good work is essential to keeping employees motivated.
· Commitment to customer service – employees should be focused on providing the best quality service to customers as this will help gain and retain existing customers.
· Innovation – being able to use different technologies is a form of innovation.  Being able to attend meeting from home in a virtual environment is also innovation. This would enable employees to work from home and have a better quality of life. 

Employees today are more concerned with the impact a company’s activity has on society and the planet.  They will feel satisfied working for a company that reflects their values (HBR, 2020)


As a result of good customer services, according to YouGov (2021) M&S is the most popular department and home store in the UK.  M&S was also voted as the most trusted retailer by another YouGov survery (Talking Retail, 2010).  

However, one area where M&S lack is innovation, though that is one of their core values.  The company has been unable to be continously innovative.  A recent Guardian article (The Guardian, 2020) critised M&S for being:

· Become unfashionable – they have failed to find a price and fashion formula to compete with firms like Zara, Primark, Hush, and Next.
· Poor online clothing – they were slow to adopt the notion of online clothes shopping.  
· Almost no food online – at the time of the article M & S had just become a partner with Ocado to deliver food to its customers.  Prior to this they had almost no online food selling ambitions.

3.0. [bookmark: _Toc66963988]Conclusion

M&S is a globally recognised British brand that is has been in decline for many years. It has produced a 6 month loss of £87.6 million in 2020.  This is an indication that is needs of its inability to change its culture and be competitive in the markets it operates in.

The external environment within which it operates has been affected by the Covid-19 pandemic.  Many shops have had to close and only operate online.  M&S is lagging behind its competitors when it comes to online orders.

The company operates a culture which needs to be updated.  Decision making is too slow within the company which affects it effectiveness in its marketplace.  The stores also need to be modernised to compete with the current competition.

M&S is a company with high levels of ethics as it is focused on the looking after the its workers and the planet.

M&S needs to focus on ways it can become more innovative and competitive again.



























4.0. [bookmark: _Toc66963989]Recommendations


1. Bring in more innovative thinkers / designers to allow the company to be more competitive in the market.

2. Provide more incentives for current employees to be more innovative and motivated.


3. Modernise stores which will provide an uplift of employee morale and motivation as well as attracting customers.

4. Involve employees more in the decision making process to help make quicker decisions.
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Income statement

Revenue - continuing operations

UK

International

Operating profit - continuing operations
UK

International

Total operating profit

Net interest payzble
Pension finance income

Profit on ordinary activities before taxation
- continuing operations

Anzlysed between:
Profit before tax & adjusted items
Adjusted items

Income t2x expense

Profit after taxation

2018
52 weeks

9,611.00
1,087.20

232
1333
1565

(107.4)
177

668

5809
(514.1)
@®77)
291

2017

52 weeks

94417
1,1803

3276
(744)
2532

(106.1)
203

1764

6138
(437.4)
(607)
1157

2016

53 weeks

94708
10846

6273
432
5841

(1108)
153

4888

6895
(2008)
(844)
4044

2015

52 weeks

92231
1,08830

6406
607
7013

(1118)
105

6000

6612
612)
(1183)
2817

2014

52 weeks
£m

9,155.70
1,15400

6003
942
8945

(1258)
17

5804

6229
“25)
(744)
5060




