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The purpose of this report is to analyse and to provide solutions to Marks and Spencer’s current issues and rumours of decline. The writer was assigned to compile a report about the company’s problems by analysing its current state, the way the company deals with problems and their impact on the market and on the company itself. The writer will be using scientific analysis models like SWOT, PESTLE and Stakeholder analysis to ascertain the situation and to offer recommendations for improvement. 
Among the most pressing issues that the company is facing are its clothing brands that have lost their appeal for the younger category of customers, the decline in profits in the past years and its business culture that has been disapproved as being “too bureaucratic”.  (The Guardian, 2018) 
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On the 18th of June 2018, the City Council of Westminster has requested from Anca Madalina Sulugiuc a detailed report about the problems that Marks and Spencer’s company faces and if it will manage to support itself in order to further progress. The company is currently facing a decline in profits and in customer appeal that need to be addressed for it to survive. The report is to be handed by the 20th of July 2018.   
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The method used to compile this report was secondary-research and it included various credible sources as: books, websites, journals and newspaper articles.
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Marks and Spencer Group Plc. (also known as M&S or MS) is one of the largest British multinational retailer headquartered in the City of Westminster, London. The company is specialised in selling clothing, food and home products. The company was founded by Michael Marks, a Polish-Jewish businessman, and Thomas Spencer in 1884 in Leeds (News.bbc.co.uk, 2018). M&S is considered to be one of UK’s largest mixed merchandise retailers as it currently has 1025 stores: 302 Clothing, Home and Food, 684 Food only and 39 outlets. (Marks and Spencer, 2018). In 1998, the company became the first British retailer to have made a gross profit of over £1 billion. (News.bbc.co.uk, 2018)
The company started growing rapidly since the early 1920s and had a massive success in selling British-only manufactured goods (food and clothes) under the brand “St Michael” (1928). M&S started backing down from its policy of selling British-only goods in 1990. (The Independent, 2018) The company started growing internationally with the introduction of Asian food in 1974, their first international shop was in Kabul, Afghanistan in 1960. (BBC News, 2018)  
M&S enjoyed its most profitable year in 1997/1998, when it was seen as a success story. Under the leadership of Sir Richard Greenbury as the head of the company, M&S became the second most profitable retailer in the world after Walmart and Britain’s ninth largest company (The Independent, 2018). Just after its most successful year, M&S figures declines, as profits were pushed to the limit of untenable levels, losing customer loyalty. The major fact that contributed to the company’s decline were the fact that, due to the competition, they changed their policy to use only British-manufactured goods and started importing their goods from countries with low-cost prices. Another issue that contributed to the fall in profits was the company’s refusal to accept credit card until 2001. (News.bbc.co.uk, 2018)
Due to these factors combined, the company’s share price fell by more than two thirds and its profits dropped from nearly £1 billion in 1997/1998 to £145 million in 2001. In January 2001, M&S was named the “worst investment” out of 350 largest Britain’s biggest businesses because of a 67% fall in share value.
After the company’s fall in profits in 2001, restructuring began with accepting major credit cards payments and the introduction of the “Per Una” clothing range, methods which somewhat recovered the profits. (Sibun, 2018)
In 2004, M&S was on the brink of a takeover by Arcadia Group’s boss, Phillip Green, the company then started a recovery plan on the 12th of July 2004, which included selling their financial services, M&S Money to HSBS Bank, buying all the share of the “Per Una” brand and stopping the expansion of their Simply Food lines in the shops. After this, Phillip Green withdrew its offer due to insufficient backing from the shareholders. (Finch, 2018)
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After a decline in profits (£1.129 bn in March 2008 to £706.2 bn in March 2009), the chief executive at that time, Mark Bolland proposed a restructuring which will bring back the company on its tracks. (Craven, 2018) The measure came up as a response to an audit done by the Retail Knowledge Bank which discovered that womenswear sales were at lowest in the past ten years. At the beginning, only their most prestigious clothing brand, Per Una, was scheduled to continue, while the others had to be rehauled. By the mid-2010, all the other brands were given a reprieve. In November 2010, Bolland revealed his plans to overhaul the brand, so that it could increase capital expenditure to £900m over three years. (Reuters, 2018) The solutions proposed were the discontinuation of their Portfolio fashion brand and the sale of electrical products. Other parts of the plan included a new marketing strategy, Only at M&S and the modernisation of their website. (Newstatesman.com, 2018) In 2011 different store formats were ordered based on demographic data such as the age of the customers. New navigation schemes were placed in stores due to customers complaining that the stores were difficult to shop in, promotion and sales were increased and the company declared it would increase its number of UK suppliers from 20 that were at that time. This was a measure to reassure the public of the brands indigenous quality. (Hiscott, 2018)
The biggest restructuring in M&S was planned earlier on in 20017 with the launch of their “Plan A”. This plan had as a purpose that by 2012 it will increase its environmental sustainability. The aims of the plan were: become carbon neutral, no waste sent to landfill, extend sustainable sources, help improve their suppliers and help improve customer and employee lifestyles. (Marks and Spencer, 2018) In 2012 M&S received European Business Award for the Environment from the European Union for their Plan A as a consequence of M&S buying 2.6 TWh of renewable energy (Npower) that could power all their stores in England and Wales. (Ec.europa.eu, 2018)
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One of the biggest problems that M&S faces now and has a great impact on their profits and sustainability is the brand equity. M&S has always been recognized for a high level of quality for an accessible price and this vison worked best in the 20th century when the middle-class emerged from the working classes. Nowadays, consumers are more interested in high-luxury articles that they usually cannot afford sold by mass-retailers at lower costs. The middle position in what regards quality/price brand that M&S has is failing. In what regards the clothing segments, there are fast fashion chains brands like Zara and H&M and above M&S, there are accessible brands like Michael Kors and Coach. In the food segment, the situation almost the same, competitors in the lower cost level like Tesco and Aldi, and high-end brands like Waitrose and Selfridges. To over simplify, M&S suffers from a middle position suffocated by competitors that are more focused to one or the other aspect of their merchandises: quality or price. Theoretically, this should pose as an advantage to M&S, but due to their aging and somewhat “unappealing” brands to the younger segment off consumers, it is falling behind its competitors. (Ritson, 2018)  
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Strengths
Brand high recognition: Giant retailer with a large customer base and a tradition for British made goods. Offers a large variety of goods from clothing to food and financial services
Large number of stores: M&S has 900 stores in over 40 countries all over the world and 600 only in the UK with a wide range of products
Wide range of brands: Clothing – menswear: “Big&Tall”, “Autograph”, “Blue Harbour”, “Collezione”, “North Coast” and womenswear: “Autograph”, “Classic”, “Indigo”, “Limited Collection”, “Per Una”, “Portfolio”.
Weaknesses
Non-trendy store: M&S is being considered “out fashioned” due to assumptions from the general public that their clothing brands ore for the older segment of consumers.
Manual working costs inefficiency: M&S have not kept up or have not chosen to adhere to new manufacturing technologies that increase efficiency over time and costs.
Opportunities
International expansion: Fast international expansion through franchising would be one of the biggest opportunity that M&S could take advantage of. Due to the company’s significant purchasing power, M&S can further expand their shops all over the world by doing franchise deals or opening new shops. Franchising makes sense especially in countries like India where most of the goods are imported from Europe. 
Market segmentation: At the moment M&S are using mega stores mainly, where they could profit more if the company segmented their stores according to the type of product they are selling: clothing, food, electrical appliances;
Threats
Competition:  The threat that can be turned into an opportunity is that M&S relies on mega stores whereas, their competition is expanding using defined stores per products. Clothing range competitors like H&M and Zara offer fashion trendy brands appealing to the younger segment of consumers at lower costs, and in the food segment, companies like Aldi and Tesco are further expanding their stores offering competitive prices. (Ltd, ALL, 2018)
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Political: The European Union and the Trade Free Agreement – until Brexit, M&S could benefit from cheaper goods imported from other countries. In 2016, due to Brexit uncertainties, sales fell by 8.9% according to BBC, 2016.  
Economical: M&S, due to its core values of using mainly British suppliers, is losing terrain against the competitions which choses to import its goods from other countries at cheaper rates.
Technological: The online environment plays a crucial role in nowadays retailing and M&S could benefit from social media marketing platforms like Facebook. As an eloquent example, one of the world biggest retailer is online-based - Amazon (Forbes.com, 2018) 
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Marks & Spencer has two types of stakeholders: internal and external:
Internal: 
The management team: - one of the most important stakeholder, they hold the company’s reigns and decide the direction that the company is heading. Major decisions like environmental plans, shops restructuring or shop cull are all decided by the management team.
The owners: - M&S being a PLC. is owned by shareholder who have a stock in the company from which they collect dividends. The shareholder that holds the majority of M&S stocks is Bill Adderley, founder of homeware chain Dunelm. His interest is in maximizing its dividends each year, therefore, the company’s success reflects directly on his dividends. 
Employees and staff: M&S employees have had a significant impact on the business, mainly because, according to internal surveys, in stores where open communication and engagement encouraged from the employees improved customer satisfaction and lowered absenteeism. (ETS, 2018) 
External:
Suppliers: The suppliers are the traders that sell services and raw materials for M&S to produce their goods, without supplies, the business cannot manufacture their products, thus the company cannot make any money. The suppliers will need regular orders to succeed in what they are doing for themselves. A company’s product prices is directly affected by the price the suppliers sell their raw materials or services. M&S is recognized as the business that preferred British-only supplies over the years, thus, losing to competition that chose imported low-cost goods from other countries.
Customers: The customers of a retail business are the most important external stakeholder. Without customers to buy the products, the company would not exist, therefore their satisfaction is a company’s primary concern. 
Media: - The media can affect a business in a great deal. In a PLC that is listed din the stock market, the news about the company are the ones that make the shares rise or fall. Marketing would not be possible without the media. A company’s main ad source is the media channel.
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To conclude, the researcher has analysed the problems that M&S had using SWOT, PESTLE and Stakeholder analysis and pinpointed their major issues:
· The lack of focus: - While other competitors like Topshop or Next are focused on certain groups of consumers and offer excellent online collection and overnight delivery, M&S has not fully adapted to the modern age technology and its consumer focus group is still undetermined.
· Online services: - As seen on uk.Trustpilot.com, M&S have a rating of 2.7 out of 10 regarding their online services, the majority of the customers complaining about their orders arriving very late. Nowadays, where online retailers like Amazon that have guaranteed delivery within 24 hours, M&S is losing its customer confidence. (Trustpilot, 2018) 
· Bureaucratic leadership – Regarding the management problems that M&S have can be summarised with a quotation from an article from The Guardian newspaper: “The business culture at M&S has long been criticised for being too bureaucratic. Chief executive Steve Rowe admitted it is “a top-heavy business that was inward looking and too ‘corporate’”. After previous false dawns newish chairman Archie Norman is expected to be instrumental in bringing change”. (Wood and Butler, 2018)
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