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[bookmark: _Toc73633643]Introduction
	This report is looking to analyse the decline of Marks and Spencer (M&S) and identify the main problem the company is currently facing and the causes that led to it. The report will include a SWOT and PESTLE analysis intended to explore the areas that have the most impact on the main problem.
[bookmark: _Toc73633644]Main Findings
[bookmark: _Toc73633645]Organisation Background
	Marks and Spencer is a very popular British brand that has been established in 1884 as a Penny Bazaar in Leeds and now operates in 57 countries, through over 1400 physical stores and 100 international websites (Marks&Spencer, 2021).
	There are three business segments within the group (MarketLine, 2021): UK Clothing and Home, UK Food, International.
	Through the first segment the company offers products online and in retail stores like womenswear, menswear, childrenswear and home products. 
	The UK Food segment operates through UK food retail and franchise operations. It generated sales of £6.028 million in 2020 which accounted for 59% of the group’s revenue. This was y impacted by the partnership with the biggest online supermarket Ocado and increased demand for online food shopping because of the pandemic.
	Under the International segment M&S delivers M&S Food and Clothing and Home across several markets in Europe, Asia, and Middle East. The Group also sells its products on growing markets in United states and Australia through online only channels (Marks and Spencer Corporate, 2021).
	The group also offers financial service like current accounts, credit cards, mortgages and insurance through M&S Bank and renewable energy through M&S Energy.
	Although is one of the leading fashion brands in the UK, the group has not been avoided by problems. They have experienced a decline in sales in their physical stores and last year was the first one when the group reported a pre-tax loss of £201.2m (Marks and Spencer Corporate, 2021). Like many other retailers, it has been affected by the pandemic and its restrictions, but even before Covid-19 the company has made some bad decisions. They have failed to invest in their stores or relocating them, have lost popularity among their group demographics, and failed to keep up with the competition.
[bookmark: _Toc73633646]Main problem
[bookmark: _Toc73633647]Nature
	The main problem the M&S Group is facing is a decrease in revenue from the Clothing and Home division. The sales in this segment have been hugely impacted by Covid-19 in the last year as a result on the imposed restrictions, closed stores, social distancing. In the FY2020 the sales dropped by 31% despite an online growth of 54%, registering an operating loss of £129.4m.
	However, the pandemic is not the only factor that impacted the Clothing and Home segment. The sales have been dropping constantly in the last decade and this is not looking to improve, especially that the consumers are more driven to shop online. M&S have also failed to reinvent their stores or move their location and keep up with the change in its customers’ tastes. The Group has also been late in investing in their online shops or introducing reward schemes for their consumers. 
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Figure 1. Marks and Spencer Clothing and Home revenue in the UK from 2009/2010 to 2019/2020 (Statista, 2021)
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The problem the M&S Group is facing has a big impact on both the company’s shareholders and stakeholders. The stakeholders affected by the problem are the employees and their families, customers, communities, and suppliers.
[bookmark: _Toc73633649]Impact
	The company’s investors have suffered losses as the share price has dropped by over 50 % in the last decade.

Figure 2. Marks and Spencer share price from 2011-2021 (Marks and Spencer Corporate, 2021)
The employees from all stores have been impacted by the Covid restrictions and the furloughed scheme. Last year the Group has also cut around 7000 jobs, both in management and across stores and closed or relocated 59 shops (BBC, 2020). Those made redundant have suffered financial loses and their families have also been impacted because of that. 
	This problem also affected the costumers as many of them feel neglected and say the company is not listening to them. In the recent years Marks and Spencer tried to address to younger demographics but have not been able to engage properly with them and this resulted often in buying errors, like failure to introduce a petite range, or too many skinny trousers, not enough jeans, or wrong size items (The Guardian, 2020).
	With around 100 stores that are registering loses in the Clothing and Home segment, the local communities have been affected as these shops will be closed or relocated and this is going to have an impact on unemployment rates, economy, local charities that were supported by the shops.
	The supply chain has been affected by the loss of revenues as four distribution centres and warehouses have been closed resulting in further job losses in those areas. Some of the core suppliers have been impacted negatively as the company had to order less from them because they have simplified their ranges in the Womenswear division.
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Strengths
	Marks and Spencer is the largest clothing retailer in UK and was able to maintain a market leading position in the FY2020 across Womenswear and Menswear, followed by Next and Primark (Marks and Spencer Group plc, 2020).
	For the Clothing and Home segment, the retailer has a global supply chain and the products made are exclusive for them. Over the years the group has established strong relationships with its suppliers and has never compromised on quality.
	Marks and Spencer have recently appointed new board and executive members with great experience in the fashion industry and have restructured the management team to make it more efficient. Their goal is to deliver the business strategies that will reshape the company and make it an online first retailer.
	Through its partnership with the largest online supermarket, Ocado, M&S has also gained a new online platform and last year included a selection of clothing basics and accessories for women, men, children, and school uniforms (Marks and Spencer Corporate, 2021)
	Weaknesses
	In the most recent financial year Marks and Spencer reported loses for the first time in 94 years because of decrease in demand for clothing and home products caused by the lockdown (Anon., 2021) .  The company had to write off £145 million worth of unsold clothing stock that led to 21% loses in annual profits.
	Although M&S is the biggest seller of clothes in the UK, they have been slow to adapt to online shopping. At first, they outsourced to Amazon and when they finally decided to build their own website, they have made it poorly, boring and it took too long to load (Steiner, 2019). 
	The Group has a large selection of shops in the UK but majority of them are outdated and have not been invested in. As many of them are the wrong size or based in a poor location it means that are no longer appealing to today’s consumers. The company again has been slow in modernising these stores or relocating to more busy shopping destinations.
Opportunities
One of the major opportunities that Marks and Spencer can benefit from for its Clothing and Home division is the introduction of new brands that are appealing to its targeted demographics. They have planned to introduce men, women and lingerie brands like Jack & Jones, Hobbs, Triumph and Phase Eight as part of their new strategy ‘Never the Same Again’ that is meant to make the business more appealing and relevant to its customers (Conti, 2021).
At the same time M&S have launched a new initiative MS2 that will help the group to transform into a digital market leading retailer. The division’s aim is to create and improve a personalised customer experience through the app, websites, and the Sparks programme. They have already hired 85 tech specialists to accelerate the online modernisation as the group is looking to retail purely online in 100 countries offering items from their Clothing and Home range (Stevens, 2021).
Another opportunity for the Group to become an online first retailer is the investment in a second distribution centre (MarketLine, 2021). Although it will operate on automated systems, it will also create 300 roles. It is set to start with a delivery of around 35000 boxes a day and eventually support 20% of the online orders.  
Threats
The loss of revenue has been impacted by high labour costs in the UK. In the last 5 years the hourly rate for M&S shop assistants rose by 24% and the CEOs by 4% and this also affected the operational costs (Marks and Spencer Corporate, 2021).
The company is also affected by the fast-changing fashion trends and the consumer’s preference to shop more casual and affordable clothes. The brand has become unfashionable because it failed to adapt to the new consumer’s needs for online shopping and more appealing clothing ranges.
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	Political
	As a result of Brexit, there have been some delays for certain orders in clearing customs. The free trade agreement with the EU meant that there are no extra tariffs for goods coming into the UK, but sales will be impacted negatively in Ireland, Czech Republic and France because of tariffs added to the exported products in EU (Conti, 2021).
	Economical
	Competition is the most important economical factor that impacts the sales from the Clothing and Home Division. Its major competitors include H&M, Next, John Lewis, Tesco PLC and Inditex SA. To gain competitive advantage, M&S must identify their target demographics, invest in redesigning or relocating its stores, offer unique clothing range from popular brands whilst maintaining the same quality and listen more to what their customers want.
	Social
	The social aspect has the biggest impact on the main problem that the M&S Group is facing. 
Firstly, there is a change in customer’s behaviour as more consumers prefer to buy cheaper clothes in larger quantities as opposed to fewer high-quality pieces (Gwillt, et al., 2019) . This resulted in the emergence of fast fashion business model and an increased competition.
Secondly, online shopping has increased considerably not only because of Covid-19 but also because it brings more advantages to the consumer like reduced costs, bigger variety to chose from, convenient delivery options. 
	 
	Technological
	The Group is investing in new devices that will help the staff to better serve the customers and get stock updates. They have also invested in automation for a second distribution centre that will help the business to become a digital first fashion retailer. With the launch of MS2 the company is also looking to optimise the customer’s experience on their online platforms.
Legal
Through the Clothing and Home division there are minimum requirements set that all the suppliers are required to support, like the company’s sustainability program, and adopt the standards on health and safety, business ethics, equality, environment, and community human rights (Marks and Spencer, 2021).
Environmental
In the recent years there has been an increased demand from consumers for more environmentally friendly and sustainable products. This trend can be encountered especially among Millennials and Generation Z who are becoming more aware of the climate changes and the impact on the planet and people. Their shopping behaviour has changed because of this, and majority are choosing to shop resale, repair clothes, upcycle fashion apparel and choose new products from sustainable brands (Greenstein, 2020).
In a recent study conducted on 15000 consumers 61% have said that they are less willing to buy from a company with poor environmental practices (ING, 2020).
In response to this, more fabric makers and fibre suppliers have developed and launched more sustainable textiles. To encourage the consumers to shop more sustainable products, fashion brands should build knowledge on the reasons for the change and the benefits it brings and deliver their messages through several communication channels (Evans & Peirson-Smith, 2018)
In a bid to make the fashion sector more ethical and sustainable, the U.K. Environmental Audit Committee proposed for a role of ‘Garment Trade Adjudicator' to suppress noncompliance with regulations in the labour market (Roshitsh, 2021).
The M&S group can highly benefit from this opportunity as they only produce quality clothes that are meant to last, never send any of them to landfill and since 2008 are helping customers to recycle their old clothes through Shwopping that are then further sold in Oxfam charities, recycled, or given to those who need them (Marks and Spencer Corporate, 2021). 
The company is aiming to become a leader retailer on sustainability and in 2019 M&S adopted a policy for sourcing 100% sustainable raw cotton for its clothing apparel (Marks and Spencer Corporate, 2020). The company included materials sourced through the Better Cotton Initiative, recycled and organic.
[bookmark: _Toc73633652]Conclusion
	Marks and Spencer Group is the largest fashion retailer in UK and although it is an iconic and trusted brand, it has not been immune to problems. 	
	The Clothing and Home division has been suffering revenue losses in the last decade in effect of changes in consumer’s shopping behaviour, outdated and unappealing stores, but also a delay from the executive team to address these problems and invest in the online market. 
	The Group still possesses strengths to overcome these challenges and is making further investments to become a leader in sustainability and a first online fashion retailer.
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	Strengths
· International brand
· Diversity of products and services
· Large store network
· New experienced managing directors
· Strong long-term relationship with suppliers
· Largest clothing retailer in UK
· Partnership with Ocado supermarket


	Weaknesses
· Financial performance
· Poor structured websites
· Outdated stores
· Lost popularity among its demographics for Clothing and Home division

	Opportunities
· Growing online market
· Expand clothing portfolio and brands.
· Invest in the stores.
· Partnership with Deliveroo
· Launch of MS2.
· Investment in a new online distribution centre


	Threats
· High labour costs in UK
· High competition
· Changes in fashion trends- fast fashion





[bookmark: _Toc73633656]PESTLE Analysis

	Element
	Factor
	Business Impact

	Political
	Brexit 








Political stability




	The new free trade agreement with the EU means there will not be any tariffs for products coming into UK, but there will be extra ones for exported goods on the EU market.


Marks and Spencer Group operates internationally and is exposed to many political uncertainties. 


	Economical
	Competition 



Covid







Unemployment rates


Disposable income
	Marks and Spencer Group has failed to keep up with the competition and become appealing to its customers.
The company registered higher costs with implementing new safety measures, protective equipment, increase salary by 15% for front line workers and distribution colleagues.
The pandemic increased the unemployment rates worldwide.
Consumers have less disposable income to spend on the clothing ranges from M&S and are looking for cheaper and more casual alternatives

	Social
	Covid




Online shops




Preferences towards fast fashion 
	The pandemic had a positive impact for the food online market with Like for Like revenue growth of 6.9% in the last financial year.
The fast-growing market is moving towards online shopping as it is more convenient and poses other advantages.
The demand for cheaper clothing items has increased resulting in the development of fast fashion business model 

	Technological
	Expanded online capability.



New technology available for shop staff
	An improved online platform is set to promote growth for the Clothing and Home segment
The Group is investing in new devices that will help the staff to better serve the customers 

	Legal
	Brexit






Health and safety measurements


Regulations to protect labour market and ensure minimum wage and appropriate working conditions
	Brexit has affected the supply of fresh and chilled food on the international place by making the process more bureaucratic and lengthier.

There have been new restrictions imposed because of the pandemic.

The rise in minimum wage can have a negative impact on the operational costs

	Environmental
	New regulations for the fashion sector to become more sustainable.

Usage of sustainable raw materials


New technologies to create more sustainable textiles
	The UK Environmental Audit is proposing a garment trade adjudicator.

In 2019 M&S adopted a policy for sourcing 100% sustainable raw cotton for its clothing apparel. 
More fabric makes and suppliers have access to technologies to create sustainable textiles.
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