
AN INVESTIGATION INTO THE RISE OF PRIMARK





Executive Summary

The problem and or issue that one was asked to investigate was the rise of Primark in which the researcher found through various sources information depicting the rise and temporary downfall and problems the organisation faces. The main problem of Primark is that the organisation does not comply with consumers statement on using sustainable and recyclable materials and also the organisation does not take full consideration into the needs and expectations of factory workers. 
Primark as a brand has hugely grown since it first launched. The organisation has expanded into many countries around the globe which enhanced the recognition and reputation of the brand. Despite Primark’s success the brand did have its reputation tarnish when consumers discovered that the products were of poor quality and also there was backlash when Primark were found not paying its workers the minimum wage. 
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1.0 Terms of Reference

The report was requested by the Primark CEO on the 5th June 2019. The purpose of this report is to examine the rise of Primark. The researcher has been requested to write a 3000-word report that briefly outlines the fall and rise of Primark. The researcher has been requested to compile a timeline diagram that shows the significant development of the organisation since it was launched in the year 1969. In addition to this, the researcher has been asked to discuss the organisation’s current product and the portfolio of the store location. The researcher has been tasked with investigating and discussing how the organisation has planned, communicated, monitored and reviewed previous attempts to resolve problems with suppliers. In relation to this, description of the nature, scope and impact of any current problems facing Primark must be written. Using the research information obtained, the researcher will undertake an analysis of the causes of the problems at Primark by using the methods of SWOT analysis, PESTLE analysis and stakeholder’s analysis. Based on the analysis, the researcher should draw a conclusion that clearly identifies the main issues faced by Primark and to also suggest possible business options that enable decision makers at Primark to resolve the problems identified in the researcher’s report. Date of the submission is 12th July 2019.




















2.0 Procedure


 2.1 The sources that the researcher has used for this assignment are websites, article and journals.






























3.0 Findings

3.1 Historical development
Primark is one of the most recognised fashion organisations in the industry of fashion. Primark is typically famous for selling clothing at very low prices in comparison to other clothing retailers who charge higher price for its clothing. The associated British food group own the company Primark as its subsidiary. Arthur Ryan is the founder of Primark (Hendriksz,2017). Primark was launched in 1969 in Dublin, Ireland and begun by trading as the name Penney’s. The organisation operated 37 Penney’s branded stores in Ireland, in 1973 Primark opened a store in Derby, UK and were operating over 188 stores. In addition to this, Primark saw that the organisation were generating a large amount of money therefore the organisation decided to expand the business by opening more branches as a result In May 2006 they opened Primark branches in Madrid, Spain and now the organisation is operating over 45 stores, in December 2008 they opened in Rotterdam, The Netherlands and are currently operating 20 stores, December 2009 they opened in Lisbon, Portugal and are currently operating 10 stores and in Bremen, Germany they are operating over 28 stores and in Liege, Belgium there are over 6 stores. To continue, In November 2011 Primark opened in Selfridges Birmingham & Manchester, UK. Primark saw the potential if Primark were to launch in America therefore, the organisation decided to launch Primark in Boston, America in 2015 and are operating over 8 stores In America and plan to open in America Dream, New Jersey by end of 2019. Primark plans to open its first store outside of the North Eastern Corridor, in Sawgrass Mill, Miami in 2020. In 2016 Primark opened in Arese, Italy and are currently operating 4 stores in Italy. The biggest Primark department store opened in April 2019 in Birmingham, UK and in June 2019 Primark opened in Ljubljana, Slovenia. To add, Primark enters its 12th market and 1st in Central Eastern Europe (Primark store limited, 2019). “The retailer now has 345 stores located in eleven countries across Europe and the rest of the world” (Statista ltd 2016). See appendix 1 for Primark timeline diagram.

3.2 Current overview
Currently, there are about 68,000 people employed by Primark. Primark works with its suppliers to manufacture goods as Primark do not manufacture the products themselves. Additionally, Primark’s suppliers are located in India, Bangladesh, China and Turkey. The suppliers are paid better than other types of work available in their country. Furthermore, it is known that Primark has risen to popularity due its unbeatable low prices on clothing and footwear. Primark stores sell an expansive product range which includes menswear, children’s wear, womenswear, lingerie, accessories, footwear, hosiery, homeware and beauty (Primark store limited, 2019). See appendix 2 which shows number of Primark stores and location worldwide.


3.3. Previous issue 
In order to stop problems Primark have decided to use structured surveys in countries where Primark sources its products from to examine and assess the structural integrity of its product source factories. 
Primark have requested assistance from New Waves Bottom, a supplier in Dhaka, Bangladesh, to inspect the ethics and corporate social responsibility, to view where Primark could improve and or develop (Hendriksz, 2017). In the act of communicating with workers and the communities, in locations that produce Primark’s products, Primark uses the method of community engagement programme. Primark uses a plethora of processes to interact with its different stakeholder groups. For example, one method that Primark uses to communicate with its customers is through its ethical trading website and Primark uses suitable communication channels to engage with stakeholders (Business case studies, 2019). 
Primark has a team of 80 and over experts that are dedicated to ethical fashion, sustainability and worker training as a part of the ethical trade team. The ethical trade team is located in Primark’s sourcing factories. In addition, the ethical trade team act as Primark’s “eyes and ears on the ground’. Primark is frequently in contact with all the factories which it supplies from and regularly visits factories where it holds a lead role in respect to the Accord (Hendriksz, 2017). 
To solve the problem of Rana Plaza in Bangladesh Primark paid £6 million as compensation to the victims, extra £7 million to 581 employees and families who were working on the second floor of Rana Plaza and £1 million as compensation was shared amongst 3600 workers who were affected by the collapse (Butler, 2014). Primark is working with Cotton Connect and the Self-Employed woman’s Association to support over 11,000 female cotton farmers in India. Despite Primark increasing consumer interest in ethical and sustainable processes, Primark is taking in consideration of producing goods responsibly. Primark is reducing its carbon footprint for its garment workers and chemical, water usage and waste output by applying more sustainable materials to provide safe, nutritious, affordable food and clothing which is good value for money (Hendriksz, 2017).

3.3.1 current problems
Garment workers and family were affected due to the incident of Rana Plaza collapse, 1134 people had died and 2500 were left injured. The 22% of the workers who were employed in the garment factory reported to be experiencing mental trauma and 12% believe physical health is deteriorating and unemployed can no longer provide for one’s family to live and survive (Harrison, 2018). Primark is struggling to overcome the consumers pre-fixed notion that fast-fashion is not sustainable, and certainly not ethically made (Hendriksz, 2017). Primark do not have ownership of factories and outsources production to suppliers. Stakeholders such as customers may begin to understand that Primark’s talks of ethical practice and auditing as not entirely true as Primark do not have full control of its supply chain which therefore means that responsibility for factory workers is not Primark’s main priority. Primark needs to be more knowing with its suppliers and auditing practices to comply if Primark wishes to uphold its reputation (Good on you, 2018).


3.4 Analysis of Primark


3.4.1.                                               SWOT analysis of Primark 

Strengths of Primark 

[bookmark: _GoBack]Primark is one of the biggest clothing seller retailers in the United Kingdom. In May 2018, there was a 7% market share by the company, and it is increasingly likely that Primark will overtake Marks & Spencer as the top clothing selling retailer of the United Kingdom (Global Data plc,2018). See appendix 5 for Primark market shares 2018. Primark has swiftly become a big name over a short period of time as success in its Ireland market has resulted in the company launching the brand in many other countries to expand the business. Currently, Primark has over 350 stores and operates in eleven countries across America and Europe (Primark stores limited, 2019). Primark is the swiftest growing retailer in the United States of America (Hanbury, 2018). Primark offers a vast range of goods and all of the goods are under the categories of men, women, kids, beauty and home. Most if not all of Primark’s products are thought to be fast fashion which persuades consumers to purchase a variety of products. In relation, a large number of consumers purchase the same or similar product when the original shows signs of heavy use (Fashion united, 2017). Primark offers consumers fashionable and trendy clothing at unbeatable low prices. 30% to 40% of clothing sold by Primark in the United States of America is priced lower than competitors. In addition, Primark has a small and highly affordable advertising costs. Most of Primark’s product are made in India, Pakistan, China and Bangladesh. The countries mentioned offer very low labour costs that allows Primark to sell its products at affordable prices. Primark utilises a cost leadership strategy to offer customers affordable and low prices on their goods. To explain, when Primark sell a large quantity of the same product, Primark are required to set bulk orders with the suppliers and factories which result in it benefitting from the scale economies to keep prices very low (Primark stores limited 2019). 


Weaknesses of Primark 

Primark is one of the companies that are amongst the 260 employers named by the government of the United Kingdom that are failing to pay their workers the minimum wage. “High street retailers Primark, which failed to pay £231,973.12 to 9,735 workers” (Hodgson, C. 2017) 
Despite Primark offering fashionable and trendy clothes at very affordable prices, some customers file and make complaints regarding the poor quality of the goods. Now the focus is aimed at climate change, but many customers complain that Primark lacks products on offer and lack of eco-friendly practices. According to the company executives, Primark’s objective is not to obstruct its own growth, but it’s the fact that the concept of Primark’s business model does not entirely work well with e-commerce. The reason as to why Primark’s executives are not in favour of e-commerce is because the products that Primark sell are lowly priced and cheap. If Primark was available on the internet, they would have to pay high shipping costs and returns cost which can cost more than the actual product itself. In 2013, Primark was given a trial run on e-commerce, selling its goods on ASOS’ website. The company believed that it would be a success and result in a long-term partnership however that did not turn out as expected due to the trial immediately ending after 12 weeks (Hanbury, M. 2018).
“The cost to support home delivery can’t be supported with our price points, John Bason, finance director of Primark parent company Associated British Foods, told The Wall Street Journal” (Hanbury, M. 2018).


Opportunity of Primark

Primark has the chance to expand its organisation to further grow in the United Kingdom and Ireland.  The United Kingdom gives excellent potential for the expansion of Primark. In addition, Primark is operating in eleven countries across the United States of America and Europe. Primark have come up with a plan to launch Primark in Poland, Slovenia and Czech Republic as launching stores in those locations give Primark the ability to capitalise on unexplored target markets. Additionally, it is revealed that Primark have been planning to launch stores in the United States of America as that will provide a boost and increase the sales and profits of Primark (Primark stores limited 2019). 



Threats to Primark

Primark faces competition from quite a few numbers of competitors. Primark’s greatest competitor is H&M who targets same or similar audience based on the age and style of the audience and it also sells women’s apparel. H&M are determined to make the most sales. Similarities aside H&M has its own website where it sells clothing (Retail science UK 2014). Primark has many other competitors which are Next, Arcadia group, Asda George, Tk Maxx, Tesco F&F, JD sports Debenhams and Sports Direct who all have a market share between 2.4% to 6.6% - these figures are lower than Primark’s market share however there is a possibility that Primark’s rival brands will eventually overtake the organisation as the other companies have been gradually rising since the year 2008 (Global Data plc,2018). See appendix 6 copy of Primark SWOT analysis diagram.




3.4.2
Pestle analysis of Primark 


Political factor
Brexit has posed uncertainty for businesses such as Primark who have stores around Europe. A few companies similar to Primark have benefitted from weak value of the British pound which had its value fall against the Dollar and Euro due to the Brexit drama. Primark’s parent company the Associated British Food group has explained that the idea of the United Kingdom leaving the European Union has made uncertainty in the world of business. In addition, the parent company stated that if Brexit goes through, Primark would be affected as it may affect the profit margins to be positive or negative in Primark’s United Kingdom sales (Kush, J 2017).

Technological factors 
Primark has its own website where customers can view the advertised products and prices however the customers cannot order the product online. Fortunately, Primark display an option where it tells customers which store it sells a particular product in (Primark stores limited, 2019). Primark advertises its products on social media such as Facebook, Twitter, Pinterest and Google+ (Engage Business media, 2015). The channel of distribution of e-commerce is highly competitive in comparison to brick and mortar because of its low costs of running it on a daily basis and relatively simple use. A brick and mortar store, for example Primark, does not have an e-commerce site on the internet therefore it is highly likely that there is a possibility that Primark will have decline in sales and profits as the development of technology continues its process to mould and form the retail industry (Kush, J 2017). 

Environmental factor
One factor that is influencing the clothing industry of the United Kingdom is the rise of environmentally conscious consumers. The consumers propose to the organisations such as Primark to use recycled materials and paper packaging as companies similar to Primark do not use environmentally friendly materials. Retailers such as H&M have launched sustainable clothing lines made from environmentally friendly and organic materials. Many clothing retailers faced pressure for government regarding the disposal of waste. To resolve the issue Primark should use sustainable and ethical materials for their goods (Kush, J 2017).

See appendix 7 for Primark pestle analysis diagram.
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3.4.4 Primark stakeholders

Primark have many different stakeholders such as suppliers, customers, governments, trade unions, non-governmental, shareholders, employees and communities. All these stakeholders have rights in the organisation. The main three stakeholders of Primark are suppliers, customers and employees. Primark’s internal stakeholders are employees and other stakeholders are external. (Business case studies, 2019). The stakeholders have different needs and expectations. Primark needs to fulfil these to make the relationships better for the organisation. 

Customers: Without customers Primark would not exist. The overall objective of Primark is to give customers a good product and service. Primark aims to offer customers good value in terms of choice, safety, cost and environmental impact. For Primark to provide these services Primark is assisted by environmental, commercial and technological factors. Primark understand that customers want value for money for the services and products of Primark (Business case studies, 2019). A problem that Primark is currently facing is the lack of the organisation not using sustainable and recyclable materials and sources. The environmentally conscious consumers are pressuring Primark to use recyclable and sustainable materials for its clothing lines. In a sense, the consumers are offering Primark advice on how to resolve the problem (Kush J, 2017). 

Employees: Primark’s stakeholder employee is one of the most important stakeholder group. Primark makes sure that it provides its employees a good standard of work, clean environment and health and safety (KP management view, 2018). Primark has over 70,000 employees working for its organisation worldwide. Each employee plays a part in meeting Primark’s customers expectations. Primark needs its employees to sell its goods. Employee performance is critical to the overall success of Primark (Chron, 2019). 

Suppliers: Suppliers are a key component to Primark and Primark deals with the suppliers closely in good communication. Primark also works closely with the staff of the factories that produces its products. Suppliers play a great role due to supplying the products which Primark then sell in stores. Primark has to keep in mind of its suppliers needs and expectations. Primark are required to give information regarding the demand of a product, customer preferences, and supplies. In addition, a few suppliers request Primark to collect data in the form of surveys or questionnaires in order to understand what products Primark would want to sell. The data that was obtained from research would help suppliers to make products according to customer preferences and swiftly launch onto the market (KP management view, 2018). 








 
















4.0 Conclusion

4.1 Current situation of the organisation in terms of strengths is that Primark has grown over the years massively, Primark has over 345 stores worldwide. Primark sells unbeatable clothes and footwear for a very low price. Primark and its suppliers work together to manufacture the goods. The weakness of the organisation is that its brand recognition and reputation tarnished when the Rana Plaza collapse occurred. Another weakness of the organisation is that Primark is finding it difficult to move past from customer views on fast-fashion not being sustainable and not ethically manufactured. Primark does not have complete control of its supply chain thus the factory workers are not Primark’s top priority. The poor decision of Primark not making its factory workers its top priority above its other factors has ultimately resulted in the death of factory workers in the Rana Plaza incident which further tarnished the reputation of Primark. 

4.2 Based on Primark SWOT analysis and pestle analysis the main areas of concern to the organisation is that Primark has failed to pay its workers the minimum wage and customers are complaining about the poor quality of the goods which it is selling.  Primark products are not environmentally friendly. Primark do not sell its goods online, other competitors such as H&M targets similar audience which are selling online on its own website. Primark’s other competitors are also growing at fast rate. 
Based on the pestle analysis the main areas of concern to the organisation is that if Brexit happens Primark may get negative sales and profits, environmentally conscious consumers are demanding Primark to start using recyclable and sustainable materials and sources as rival retailers such as H&M have launched clothing made from environmentally friendly materials. 

4.3 The main areas of strength in Primark is that it receives mass stock of products which Primark then sells for low prices which then resultingly generates the organisation a high amount of sales. Stakeholders that can assist Primark in resolving its problems are consumers and the government as they have voiced concerns for the organisation and have provided or gave an idea of how to resolve a problem. 









5.0 Options 

The Primark board may wish to consider obtaining ethical products from safe and clean factories where factory workers are treated to a high degree. To expand on this, the Primark may wish to consider selling good quality products as customers have complained in the past. Additionally, the Primark board may wish to consider paying its workers the correct wage as it was revealed that Primark failed to pay its worker the minimum wage. This caused Primark’s reputation to suffer and it is proposed that it should not occur again as it could damage the reputation of Primark. 

5.1 The suppliers should manufacture sustainable products as it can protect the environment and satisfies the environmentally conscious consumers. It can also help suppliers make profit and also can use an amount of the profits to reinvest into the supplying business. More companies are likely to come to the suppliers as it complies with consumer expectations of using sustainable and recyclable sources and materials.  






















6.0 Appendix 1
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Appendix 3
[image: Image result for Primark timeline]

































Appendix 4


[image: 1,134 workers lost their lives in the Bangladesh factory tragedy as well as 2,500 being left injured]
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Appendix 6
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Appendix 7
Pestle analysis of Primark 
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Appendix 8 
Primark’s stakeholders
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Appendix 7
Pestle analysis of Primark

Polfieal
= Benchitted from the weak value of the Brteh pound
o Primarks profit margins would be posiively or negatively affeted
»_Canaffect Primark' saes and dayto day income

Technological
= Primark has a website Where one can view advertlsed products and prices
o Primark advertie ts products on social media

Envronmental
= Envronmentall conscious consumers demand Primark to e reoycled raterials
and paper packaging
o Primark faces pressure from the government regarding its disposal of waste.
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wd about, in some cases influence,
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y groups, shareholders and the
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Governments

o understand the difference between a : . o {of countion
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