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318 CASE EXAMPLES

1998 together knocked Egom. off profits. The expansion had also led managers to
focus on property and processes instead of the customer. Powerful entrants to the
clothing market—mail order and supermarkets—had generated increased competi-
tion in the market place with aggressive marketing and discounting. The home
furnishings business was down due to cyclical factors and the food business was flat.

The overseas retail business reported an overall loss of £15m. after a profit of £67m.
in 1998. The strength of the pound sterling and economic turmoil in the Far East were
cited as the principal reasons for this reverse. The Middle East stood out as an excep-
tion with sales far exceeding estimates.

Only the financial services business reported an increase in profit from £89 to
£110m. M&S seemed to be succeeding in positioning itself as a low-cost alternative to
traditional providers in sales of unit trusts, pensions, and life assurance.

The new chief executive, Peter Salsbury, announced a four point recovery pro-
gramme to address the problems and to restore the value of the shares:

1. We must create clear profit centres with simpler management structures, faster decision-
making and distinct targets for shareholder value.

2. We must change the way we buy goods, both in the UK and overseas, by giving our selling
and marketing functions more say in what we offer.

3. We must restore profitability overseas by reorganising our local businesses to serve their
local customers.

4. We must build on the success of our financial services business.

In short, we must aim every part of our organisation towards the customers it serves.

The reaction to Peter Salsbury's statement at the AGM were reported by Peggy
Hollinger (1999¢):

Cutting out bureaucracy to allow more rapid decision making, and taking a life-style approach
to buying and displaying products in the stores are two of the most welcome changes. ‘In the
past, M&S has behaved more like a wholesale buyer of products such as shirts and trousers,
rather than thinking about the sort of person who was buying the item and what else they could
sell to that customer’ said one analyst.

The most interesting evidence of the new broom sweeping through M&S came from the
finance director who set out a number of accounting changes that for the first time gave out-
siders an indication of how changes are being forced through this conservative and centralised
retail business. Now store managers will not only be responsible for the goods they sell, and for
feeding information back up the supply chain but they will also be held responsible for the
results.

There was some cynicism from the audience as to whether these new strategies
would be implemented successfully. One analyst said: ‘It is everything they should be
doing, but will they actually drive these disciplines through the business? You cannot
take it as read, particularly as it is the same group of people who have been there for
years’.

On 22 June, Sir Richard Greenbury announced that he would retire immediately
from the chairmanship leaving Peter Salsbury to implement the new strategies. Peter
Salsbury commented on Sir Richard’s departure (Willman 1999} ‘The executive dir-
ectors needed active impetus from the top that Rick was unable to provide'.
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