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[bookmark: _Toc185618379]Executive Summary


This report explores the internal and external environment of Sports Direct. This business operates over twenty countries and employs over thirty thousand employees.
The external environment is investigated using the PESTLE analysis which shows the customer value of sustainability and the shift to online purchasing.
Porters Five forces demonstrates that there is competition in the sporting goods retail sector and this can influence the buying power of the customer.
The internal environment investigation shows that by using the stakeholder analysis,  the importance of shareholders, employees, customers and suppliers are highlighted.
The report concludes with a summary of all results from each of the analysis sections and a recommendation is given for future success.
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This report will investigate the internal and external environment of Sports Direct. It will explore how it uses sustainability and resilience in its working practices.
The company background will be explored, and the position of the business in terms of its competitiveness as compared with other similar businesses will be investigated.
This will be done by using relevant academic analysis models such as a stakeholder analysis and a pestle analysis; it will look at the business using Porters five forces and it will also include a swot analysis.
This will give a true picture of the business today and we will then look at the way forward for Sports Direct to maintain its position in the competitive business world.

[bookmark: _Toc185599892][bookmark: _Toc185618381]Background

Sports Direct is a large business which was founded in 1982 by Mike Ashley. The business was initially a retail shop selling sports and skiing products. The company proved to be successful with a further hundred shops being opened by 1990 under the business name Sports Soccer.

The business went on to excel and by 2008 it was known as one of the biggest sports retailers on the high street. It showed its success with a reported increase in income from £1.35 billion to £3.3 billion from 2007 to 2018.
The year 2019 saw another rebranding, this time by the “Fraser group plc” and the group became known under three pillars of sport, luxury and premium products.
The business is now led by chief Executive Michael Murray (Johnston, 2020).

The majority of the business is still from the sales of sportswear and sporting equipment but it has also branched out to the ‘luxury market’ of House of Fraser, Lilywhites, Heatons and Flannels. It has also moved to buy manufacturing equipment and now owns the sports brand of Dunlop and Slazenger. It has moved its head office to Shirebrook in the United Kingdom (UK).
This business currently operates over twenty countries and employs approximately 30 thousand employees.
Sports Direct business strategy is to maintain its position as market leader by combining an excellent product range with stock availability at a competitive price (Rigby, 2017).

The objective of this company is to increase value for its shareholders. To better control its business practices to support its workforce (O’Sullivan, 2020).

The company’s mission statement is clear and concise 
“ use the powers of sport to champion the legend in everyone”. Its aim to help everyone reach their goal, no matter what their ability, style or sport. They profess to help everyone achieve their best in their chosen sport (Sports Direct, 2024).

Research suggests that to analyse a business it is easiest to use good research tools, the external environment can be investigated using the Pestle analysis tool.
The aim of this strategic tool is to provide a comprehensive overview of the business. It allows the manager to react to any external changes facing the business (CIPD, 2024).
The pestle report helps the business by allowing it to do a cost effective analysis at no monetary cost, which makes it a valuable tool. It allows the business to be proactive     in its response to external threats. This enables the company to stay ahead or at least abreast of its competitors and often allows it to take the competitive edge. It allows the company to spot any upcoming opportunities and can be acted on immediately.
There are disadvantages to this method of analysing a business in that it doesn’t consider the internal factors that can influence a business, and it can misinterpret the complexity of macro-environmental factors  (in, 2024).

[bookmark: _Toc185618382]
Pestle Analysis on Sports Direct

	Political
	· Political stability is essential for the business to operate.
· Government legislations can have an effect on the business.

	Economic
	· If the business does extend to international trade the fluctuations in currency rates can impact pricing strategies.
· Consumer habits can reflect on the customer spending and so sales.

	Social
	· The current trend towards fitness can be exploited by the business to increase sales.
· The demand for sustainable products must be taken into consideration when sourcing products.

	Technological
	· The increase in digital platforms for everything in todays’ business means that Sports direct must keep up to date with current systems.
· Advertising using social media is growing very fast and Sports direct must embrace this trend.

	Environmental
	· Demand for all businesses to operate in a sustainable way is at the forefront of customers today.
· Transparency on how the business adopts sustainable practices are essential.

	Legal
	· The business must adhere to laws concerning staff such as minimum wage.
· Operational integrity must be maintained when dealing with staff .




This pestle analysis suggests that Sports Direct has to work its way through a complicated road with many external factors shaping its way. It must adapt and learn while facing these challenges and then work its way forward to be sustainable in this competitive world of sports retail.
One of the items highlighted here is the business participation in environmental issues.
A report investigated for Parliament.uk, 2017, suggests that amongst some other leading retailers Sports Direct have not participated in many industry sustainability initiatives, and have not signed up to SCAP’s targets to reduce their carbon, water and waste footprint.
The same report found that Sports Direct did not have an action plan to reduce or recycle plastics.
[bookmark: _Toc185618383]Porters five forces

The use of Porters Five Forces to examine the attractiveness of Sports Direct allow managers to make effective decisions and assess the influence of these forces on their business. This allows the company to formulate new strategies to keep its position as a top retailer (Gratton, 2024).

The advantages of using Porters five forces is that  it allows a company to assess how competitive it is against other businesses by looking at the threat of substitution and bargaining power. This allows the company to understand where it sits and what it needs to do to compete with other businesses. Porters five forces looks at suppliers, buyers and competitors, the three main drivers of the business. By completing this analysis it allows the company to know who has the most power in the industry and allows them to make more informed decisions.
Porters five forces although excellent when used appropriately can have its disadvantages, one being that it only considers certain factors that can affect the business such as power of suppliers, consumers, the threat of substitution and new competition. Research suggests that there are many other factors to be considered that are not looked at by this analysis such as technological innovation, taxation, or the environmental impact of the business. It can also be suggested that this analytical tool is not suitable for all businesses, it cannot be used for a business relating to research and development or a ‘not for profit’ organisation (Indeed, 2023).

Porters Five Forces – Sports Direct


Barriers to entry
Sports direct have good relationships with its supply chains so threat of new entrants is minimal.
Threat of new entrants






Sports direct uses many large brands such as Adidas and Nike however they also have their own brand. This lowers the power big brands have over the business.
Bargaining power of suppliers






The rivalry with other businesses is a real threat with large outlets like JD Sports and online retailers all competing for the business. The main factor here is price, range of products and overall customer experience.
Rivalry with existing customers





Bargaining power of buyers
Consumers have excellent buying power as they can not only buy on the high street but also online. This allows them to be in an excellent bargaining position. This means that Sports Direct have to be aware when pricing products to keep the buyers interest.






Threat of substitute products
The accessibility of being able to buy direct from the supplier outlets or second hand on the marketplace is a cause for concern.


The external environment of Sports Direct is a complex one, which insists on the company being more adaptable and strategic in its approach to maintain its position in the marketplace.
[bookmark: _Toc185618384]Stakeholder analysis

A stakeholder analysis allows the business to examine its internal factors affecting the business, such as employees, management and shareholders; and external factors such as customers, suppliers local communities and competitors. It looks at how different stakeholders can influence an organisations performance and strategy (Gregoire, 2019).
The advantages of completing a stakeholder analysis is that it allows the business to identify its most important stakeholders. It allows the business to support sustainable growth by considering all the stakeholders associated with the business.
There are however disadvantages to this method of analysis in that it can be hard to gauge stakeholders power and interest levels. It does not always explore how internal or external stakeholders interact with each other (Leonard, 2020).
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Looking at the shareholders / directors, Sports Direct operates by keeping costs down and operating as efficiently as possible this way of working appeals to its shareholders.
Looking at employees, Sports Direct has had a large amount of criticism about the way it treats its staff. They have pledged to make working condition better especially for warehouse operatives.
Customer satisfaction is a problem area for Sports Direct, with customers complaining about the service they receive. Sports Direct are gradually challenging these problems by changing store layouts and through digital transformation.
Sports Direct has faced criticism over its tax strategies and non-compliance with regulations. It has addressed this by complying with legislation and keeping standards.
Community links with this company have been historically good with Sports Direct providing local employment in the area. However there has been some controversy where the handling of its staff are concerned and this has damaged its reputation to a degree.
This analysis shows that Sports Direct has a varied stance with its stakeholders, its priorities lie with its shareholders and customers and it keeps them happy by offering profitability and affordability.
The business has a strained relationship with its employees, suppliers and regulators, it is attempting to address these issues.

[bookmark: _Toc185618385]The SWOT analysis

The SWOT analysis looks at the internal factors affecting the business. It looks at the company’s strengths and weaknesses and also at ways to identify any threats or opportunities that a business can be aware. It enables the preparation for the elimination of the threat or the welcoming of any opportunities.
This analysis gives a snapshot of the business, it shows areas for improvement and it is a valuable tool to use in strategic planning.
It does however have both advantages and disadvantages, many of the advantages have already been mentioned but another one of the advantages is that it is easy to complete meaning that specialists do not need to be called to do it.
Like any system it has its drawbacks and one is that it has a tendency to oversimplify complex factors that can’t just be put into one of the four categories. Research suggests there may be potential for bias in that the grouping can be reliant on the analysts perspective. When completing an analysis of a business it is prudent to complete with a strategy for future development, SWOT doesn’t allow for such an element (Mbaskool.com, 2024).

SWOT Analysis

	Strengths
· Strong Brand
· Extensive products
· Ability to negotiate best prices
	Weaknesses
· Most trade is UK based
· Weak in online sales
· Low staff morale
· Bad working conditions

	Opportunities
· Shift to more online sales so opportunity to enhance digital presence.
· This will also allow the business to move into the international market
· Customer demand for sustainable products give the business a chance to explore more sustainable products
	Threats
· Big business competitors JD sports and Amazon
· The position of the country in terms of affordability, means perhaps less money available for sporting products.
(Rahman, 2019)






The SWOT analysis highlights Sports Directs strong brand and the ability to negotiate the best prices for customers. However the business dependence on the mainly UK sales and the lack of keeping up with the digital technology is the most notable weakness. The threats associated with the business is easily challenged if Sports Direct uses its branding position it should be able to compete favourably with businesses such as JD Sports and Amazon.
The opportunities available for this business is vast, it needs to double its efforts with digital technology to ensure it is at least on the same page as its competitors. 
It needs to show its willingness to participate in sustainable practices to help enforce its brand name as a sustainable and eco - friendly business.

[bookmark: _Toc185618386]Conclusion

This report aimed to investigate the internal and external environment of Sports Direct. The results show that the business has many opportunities and challenges ahead. The company has a strong market position and this is underpinned by its extensive retail shops, financial resources and brand name. However this is a highly competitive market and so demands a proactive response while it continually adapts to the everchanging demands the business presents.
The business cannot under any circumstance overlook the customer feedback on the relationship between staff and management. Word of mouth is a powerful tool and the reputation of being unfair and underpaying staff does not bode well in an environment where everyone is struggling to make ends meet.
Sports Direct needs to take action on these Human relations (HR) problems and work towards eradicating the behaviour experienced in some outlets.  
If the company builds on its strengths and works towards a more sustainable future by concentrating on its environmental and social responsibilities it should achieve its goals and continue to be one of the top retailers in the business.
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The appointment of a new Chief Executive of Frasers Group, Michael Murray, has suggested that he plans to make changes to the group and admits he will have challenges to overcome, such as restricted buying by consumers as they feel the effect of rising costs. He acknowledges the need for change but is a champion of the high street shops and suggests there is still buying power there. He is obviously looking at the business analysis when planning his future to lead the company, the hope is that he will also keep sustainability at the forefront of his plans and ensures his HR department work for his workforce (Simpson, 2022).


· Needs to grow its digital presence to keep up with changing trends on buying.
· Needs to manage better working practices and staff morale.
· Needs to do more work towards sustainable working.
· Needs to repair brand reputation.

By addressing these challenges Sports Direct can build on its success and look forward to its position as a marketplace leader for years to come. 








[bookmark: _Toc185618388]References

CIPD (2024). PESTLE Analysis. [online] CIPD. Available at: https://www.cipd.org/uk/knowledge/factsheets/pestle-analysis-factsheet/.
Gratton, P. (2024). Porter’s 5 forces explained and how to use the model. [online] Investopedia. Available at: https://www.investopedia.com/terms/p/porter.asp.
Gregoire, P. (2019). Stakeholder Analysis: Definitions, Tools and Techniques. [online] Boréalis. Available at: https://www.boreal-is.com/blog/what-is-stakeholder-analysis/.
in (2024). What are common challenges in applying the PEST Analysis framewor. [online] You Exec. Available at: https://youexec.com/questions/what-are-common-challenges-in-applying-the-pest-analysi.
Indeed (2023). The advantages and disadvantages of Porter’s Five Forces. [online] Indeed Career Guide. Available at: https://uk.indeed.com/career-advice/career-development/advantages-and-disadvantages-of-porters-five-forces.
Johnston, K.B. (2020). The Story Behind Sports Direct Founder Mike Ashley. [online] Investopedia. Available at: https://www.investopedia.com/investing/sports-direct-founder-mike-ashley-story/.
Johnson, G., Scholes, K. and Whittington, R. (2020)
Exploring Strategy: Text and Cases, Harlow, England

Leonard, K. (2020). Advantages and Disadvantages of Stakeholders. [online] Chron.com. Available at: https://smallbusiness.chron.com/advantages-disadvantages-stakeholders-32179.html.
Mbaskool.com. (2024). Blocked. [online] Available at: https://www.mbaskool.com/swot-analysis/lifestyle-and-retail/9121-sports-direct.html.
O’Sullivan, M. (2020). The divided workforce: Zero hours work at Sports Direct. Case Studies in Work, Employment and Human Resource Management, [online] pp.105–110. Available at: https://www.elgaronline.com/display/edcoll/9781788975575/9781788975575.00024.xml.
Parliament.uk. (2017). Interim Report on the Sustainability of the Fashion Industry - Environmental Audit Committee - House of Commons. [online] Available at: https://publications.parliament.uk/pa/cm201719/cmselect/cmenvaud/1148/114804.htm#footnote-021-backlink [Accessed 20 Dec. 2024].

Rahman, M. (2019). SWOT Analysis of Sports Direct (Sports Direct SWOT). [online] Howandwhat. Available at: https://www.howandwhat.net/swot-analysis-sports-direct-sports-direct-swot-analysis/.
Rigby, C. (2017). Sports Direct on its multichannel strategy. [online] Internet Retailing. Available at: https://internetretailing.net/sports-direct-on-its-multichannel-strategy/.
Simpson, E. (2022). Sports Direct: New boss Michael Murray warns of price rises. BBC News. [online] 5 May. Available at: https://www.bbc.co.uk/news/business-61319871.
Sports Direct (2024). About us | Sports Direct. [online] Sportsdirect.com. Available at: https://www.sportsdirect.com/about-us.







1

image1.emf
SPORTS DIRECT

. SPORT
& Haah\os mnscr D |










 

   

2024 

Leonard Betton (1910735) 

BMSP 6006 

10/30/2024 

SPORTS DIRECT 


image2.png
Power-Interest Grid

High
Keep Manage
Satisfied Closely
]
3
e Keep
Monitor Informed

Low High

Interest




