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Abstract

This report aims to examine the effects of microeconomics and macroeconomic factors on
Burberry and comparison will be made with another company. Burberry is a luxury British
fashion brand based in London, England. It designs and supplies ready-to-wear items such as
trench coats, leather products, footwear, fashion items, eyeglasses, perfumes, and cosmetics,
among other things. GDP, Inflation, and Unemployment Level, supplier, and cost of production
are five micro and macroeconomic parameters employed in the analysis of this report for
Burberry and Marks & Spencer. In a comparison of microeconomics and macroeconomic
parameters, Burberry outperforms Marks & Spencer. Burberry's yearly profits outperform market
expectations because the company's sales are up from the previous quarter, whereas Marks &
Spencer's sales in the UK declined by 2.1%. Burberry's gross margins and premium pricing over
the cost of manufacturing are superior, though Mark & Spencer's financial performance and
higher gross margins, though not as high as Burberry's are in a better position. Burberry has
developed a successful business strategy to deal with the issue that has arisen as a result of
the epidemic. The increase in digital sales during the COVID 19 for Burberry can be used to

measure the effectiveness of a business strategy.
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Introduction

Burberry is a luxury British fashion brand based in London, England. It designs and
supplies ready-to-wear items such as trench coats, leather products, footwear, fashion items,
eyeglasses, perfumes, and cosmetics, among other things. In 1856, it was established by
Thomas Burberry, Initially for outdoor attire, it is originally focused, and then after moved to the
high fashioned market developing especially made for the brand. In the London stock exchange,
the company is listed and it is also a part of the FTSE 100 index.

This report aims to examine the effects of microeconomics and macroeconomi¢ factors
on Burberry and comparison will be made with another company. The figst section of this
research compares Burberry's microeconomics and macroeconomic analysis against that of its
competitor, Marks & Spencer. Furthermore, the next section of this report contains an analysis
of both organizations' performance from 2006 to 2020, in whicl raties analysis have been
conducted. Furthermore, the next section of the study focuse§ theyeffectiveness of Burberry's
business strategy, and finally it has been analysed howSWeffectively firms addressed the

economic challenges imposed by the COVID-19.

Macroeconomic analysis and comparison

In the analysis macroeconomic analysis and its influence over the company, three
macroeconomic factors have been selected which are GDP, Inflation, and unemployment level.
Camilla Canocchi, (2021) discusses AfQe first macroeconomic factor in his study states that in
UK's current GDP is £1.96 triflion\British pounds. As a result of the latest national coronavirus
lockdown, the UK GDP declipedfby over 3% in January, reversing a mini-recovery seen in
December. On the other handy¥'the impact of declining GDP on the Burberry's yearly profits has
been above market expectations. Meanwhile, its fourth-quarter retail sales has been expected
toincrease by 3% ,angin third quarter sales started to increase which is attributable to the

rebound stratégy,ofthe company.

Furthermore, moving towards the next macroeconomic factor Inflation, it has been stated
byNickyFletcher, (2016), in his study that inflation in the UK was 1.21% in May, providing more
insight into how the lockdown has impacted the British economy. The UK FTSE 100 plummeted
in May, led to losses fordurable firms and Burberry Group, whereas expectations of a jump in
inflation as the economy have recovered and investment increases demand for shares.
Burberry, on the other hand, has lost out on the gains, slipping 114p, or over 7%, to £13.98 on
its recent data. The luxury goods company said the weakening of the pound boosted tourist

sales by 30% in its UK stores. In the second quarter, it recorded a 2% increase after around


https://www.theguardian.com/profile/nickfletcher

retail sales(Sarah Butler, 2020). Furthermore, moving toward the last macroeconomic factor
which is the unemployment rate in the UK was projected at 5.1 percent, up 1.3 percentage
points from a year ago and 0.4 percentage points from the preceding quarter. Burberry is laying
off 500 people worldwide, including 150 at its UK headquarters, as part of a £55 million cost-

cutting plan following a sales drop throughout the coronavirus outbreak.
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The data sho (merry's comparable sales growth from 2014 through 2020.
Burberry's com&brgles will fall by 3% in 2020 because of the 3 % decline in
GDP.Furthern;o’re,\iD the continuation of analysis, three same macroeconomic factors were used
for MarAks ﬁS@cer’s analysis which are GDP, Inflation, and unemployment level. The first
macroeconomic factor is GDP. UK's current GDP is 1.96 trillion British pounds. As a result of the
Iaté; n@tic;;ll coronavirus shutdown, the UK GDP declined by over 3% in January, reversing a
mini-recovery seen in December. On the other hand, Marks & Spencer have 730 stores in the UK
from which it makes the majority of sales and profits. Due to the decline in the economic activity,
Marks & Spencer’s sales in the UK were declined by 2.1% (BBC, 2021). Furthermore,referring to
the Inflation factor, it has been reported byThe Trader (2021),during May, inflation in the United
Kingdom reached 1.21%, providing more information on the impact of the lockdown on the British

economy. Inflation in the UK falls and hasaffected profits negatively at Marks & Spencer falls, and
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share price remains within the range of 52-weeks low-high. Meanwhile, due to on-going COVID-
19 pandemic, the sales at Marks & Spencer has declined by 8.8% and theprofits before taxes for
the full year fell by roughly 20%. Over the past year, free cash has declined to £225 million, while
after-tax profits have dropped by 40%. Furthermore, moving toward the last macroeconomic factor
which is the unemployment rate in the United Kingdom was projected at 5.1 percent, up 1.3
percentage points from a year ago and 0.4 percentage points higher than the previouAs q}Jarter.
Meanwhile, Marks & Spencer will cut 7,000 employment in a new round of layoffs 5(22 fro‘m/the
UK over the next three months as the firm lowers expenses and overhauls its business model in
the wake of the coronavirus pandemic (Joanna Partridge and Sarah Butler, 202(@ .\J
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From 2010 thro@‘go, this graph shows Marks & Spencer's total global revenue. The
British retailer m und 10.2 billion British pounds in revenue in the year ending March 28,
2020, both i nited Kingdom (UK) and overseas. This represents a 2.1% drop from the
pre% The coronavirus epidemic has impacted the long-term growth potential of UK
re‘taileg such as Burberry & Marks and Spencer. Several macroeconomic issues have
contributed to the affecting the economic growth, and these three macroeconomic factors are
being utilized to compare Burberry and Marks & Spencer. The first macroeconomic factor is
GDP, as shown above. Burberry's annual profits will exceed market expectations since Burberry
sales are increasing, from the last quarter whilst Marks & Spencer sales in the UK fell by 2.15%.
In addition, the next macroeconomic element, inflation, which was 1.21%in May in the UK which

was higher than usual and led to Burberry have declined sales, but the weakening of the pound
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has boosted tourist sales by 30% at its UK outlets, resulting in a profit, although Marks &
Spencer's sales were down by 8.8% during the same period. In addition to,the unemployment
rate in the UK was anticipated at 5.1% which was 1.3% from a year ago and 0.4 percentage
points from the previous quarter. As part of a £55 million cost-cutting effort, Burberry is letting off
500 staff worldwide, particularly 150 at its UK headquarters. In the wake of the coronavirus
pandemic, Marks & Spencer will lay off 7,000 people in a new round of layoffs, 500 of whom will
be from the UK, over the next three months as the company cuts costs and reconstructs its

business strategy.

Microeconomic analysis and comparison

In the analysis of this study, two microeconomic factors for Burberry have used this study
which are supplier and cost of production. Brun, (2017), in his study, discusses the first
microeconomic factor which is a supplier. The involvement of suppliers in the luxury apparel
business is the most important microeconomic factor determininig)Burberry. The global fashion
business has a large number of suppliers who provide a pa@ariety of materials, labour, and other
inputs to global supply chains.

The majority of these suppliers are basedyin low-cost emerging markets, where low
salaries help to boost margins and foster, ptice’ competitiveness. Furthermore, using these
suppliers’ poses a risk of the brand like/Burberry, connected with exploitative low-cost fashion
production carries a danger of brand¥damage. As a result, Burberry may be better served by
adopting more local production, garticularly from suppliers who share their crucial success
drivers (Burberry, 2020). BurRerryymay need to enhance its connections to British values by
ensuring that adequate portjons of its supply chain are located in the UK if it wants to succeed in
expanding the business, into other areas. Moving toward the next microeconomic factor which is
the cost of productiow. Burberry's good financial success results in better gross margins,
showing that the company is more good at sustaining a luxury image and position, and thus a

price premium over the cost of production for its items.

Furthermore, in the continuation of analysis two same microeconomic factors were used
for Marks & Spencer’s analysis which are supplier and cost of production. The first
microeconomic factor is a supplier. Marks & Spencer, as one of the most popular brands on the
high street, believes that the role of the supplier is critical in microeconomics. Suppliers provide
a variety of raw materials, and being a fair partner includes paying fair rates to suppliers and
producers of raw materials, as well as providing assistance to communities wherever trade

occurs. Marks & Spencer is devoted to paying suppliers a fair price, however, the company



does not have a close relationship with its suppliers. Furthermore, the next microeconomic
factor which is the cost of production, where Mark & Spencer's financial performance and higher
gross margins, though not as high as Burberry's, demonstrate that the company is capable of
maintaining its brand and position, although not as well as Burberry, and also generate a price

premium from over cost of manufacturing for its products (Mark&Spencer, 2021).

Analysis of performance \1
Revenue Analysis 0
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AFi‘gur‘%l shows the revenue of Burberry. It indicates that the revenue of the
cgm;&ny has increased from 742.9 in 2006 to 2633.1 in 2020. This is due to the
changes in the fashion industry and new sustainable products have caused the overall
revenue to increase. It has been observed that there was a global financial crisis in
2006 and 2007 and it caused the sales to be affected, however new technological

advancements and increase in the product portfolio have caused the revenue of the



company to increase. Furthermore, the trends of fashion have changed and have led

the revenue of Burberry to be affected positively.
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Figure«2: S Revenue

Figure 2 depicts Marks & Spencer’s revenue. It indicates that the company was
A (/)7

considered to be one of the‘ mgst trending companies in terms of fashion (and in terms

of revenues) even during the crisis of 2006, and the sales of the company increased
v/ W
drastically over the years and since then, have remained almost consistent. The sales
-~J

of the company‘igcrsased in 2010 and 2011 to 9537 and 9740 respectively and have

remained cc:n/st?r,lt in the years from 2013 to 2020 as the average sales within the years

are ﬂou‘nd ‘$;10,000. This indicates that the trends of the company in terms of fashion

hgve not changed and have negatively affected the revenue.

Profitability Ratios
Table 1: Burberry Profitability ratio

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020

Gross 60.0 | 61.3 | 62.1 | 554 | 642 | 673 | 699 | 721 | 712 | 700 | 70.1 | 699 | 694 | 684 | 67.4
Margin 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Net 143 | 13.0 | 13.6 -| 129 | 142 | 143 | 130 | 143 | 135 | 125 | 104 | 103 | 125 | 4.60

Margin 0% 0% 0% | 0.40 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% %




Table 1 of profitability ratio indicates that the gross margin of the company in
2006 was 60% and it increased to 61.3% in 2007 and this is due to increase of new
products, however, the sales declined by 55.4% as there were large stocks of unsold
inventory available and the launch of new products was delayed. It has been observed
that the gross margin increased to 72.1% in 2013 due to the new products that were
introduced and the gross margin further declined to 67.4% in 2020 due to the
restrictions of Covid-19. The Net profit margin of the company was 14.3% in 2006 and it
decreased to 4.6% in 2020 due to the increase in expenses and the restrictions of

Lockdown caused the sales to decrease.

Table 2: M&S Profitability Ratio

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Gross 383 | 389 | 386 | 372 | 379 | 382 | 378 | 379 | 375 | 387 | 39.1 | 385 | 378 | 36.8 | 353
Margin 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Net 6.70 | 7.70 | 9.10 | 560 | 550 | 6.10 | 490 | 440 | 490 | 470 | 380 | 110 | 0.30 | 0.40 | 0.30
Margin % % % % % % % % % % % % % % %

Table 2 of the profitability ratio of Marks and Spencer indicates that the gross
profit margin of 2006 was 38.3% and it has remained constant over the years and it
decreased to 35.3% in 2020 as there were fewer sales due to the restrictions of Covid-
19. The Net margin of the Marks and Spencer's was 6.7% in 2006 and started to
decrease over the years and in 2020 the net profit margin recorded was 0.30%. This is
due to the stock of inventory that held up and the operating costs of the company

increased which affected the overall profitability of the company.

Ligdidityz\ratios
Table 3: Burberry Liquidity Ratio

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Current Ratio | 1.36 | 1.28 | 1.35 | 1.36 | 1.53 1.6 1.7 ] 172 | 1.92 23| 2.77 29| 279 | 251 | 231
Quick Ratio 0.88 | 0.83 | 0.73 ]| 0.88 12] 114] 118 | 109 | 1.25| 155 187 | 201 | 2.04 ] 1.79] 1.69




Table 3 of the liquidity ratio indicates that the current ratio of the company in

2006 was 1.36 and it increased to 2.31 in 2020 and this indicates that the company has

enough assets to pay off its short-term liabilities. Furthermore, the quick ratio of

Burberry indicates that the ratio is 2006 was 0.88 and it remained constant till 2009,

however, it increased to 1.69 in 2020 and this indicates that the financial position of the

company improved and has enough liquid assets to pay off its short term obligations.

Table 4: M&S Liquidity Ratio

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Current Ratio | 0.57 | 0.53 | 0.59 0.6 08) 074 | 0.73 | 057 | 058 | 0.69 | 0.69 | 0.73 | 0.72 | 0.62 | 0.66
Quick Ratio 0.38 | 027 ] 035] 037 ) 048] 043 | 039 | 022 | 022 | 031 | 031 | 041 | 0.29 | 0.32 | 0.35

Table 4 reflects the liquidity ratio in which the liquidity position is evaluated

through the current ratio and quick ratio. The table indicates that the current ratio of

Marks and Spencer was 0.57 in 2006 and it increased to 0.66 in 2020 and this indicates

that the company effectively utilized its resources, however, the ratio is less than 1

which indicates that the company does not have enough assets to pay off its short-term

debts. The Quick Ratio of the company has remained constant and it decreased to 0.35

in 2020 and this indicates that the company does not have enough liquid assets to pay

off its debt.

Efficiency Ratips

Table 5: Burberry efficiency ratio

20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20
06| O7| 08| 09| 10| 11| 12| 13| 14| 15| 16| 17| 18| 19| 20
Inventory Turnover 14 15| 20 18 18 15 18| 21| 21 20 22| 21 20 18 19
Days 0 2 3 2 5 4 3 8 0 7 5 8 1 6 4
Receivable Turnover
in Days 47| 46| 52| 52| 44| 28| 25| 26| 28] 33| 36| 33| 28] 26| 33

Table 5 reflects the efficiency ratio of Burberry where it is measured through two

ratios which are inventory turnover days and receivable turnover days. As per the table,

it is clear that the inventory and receivable days’ turnover is increasing from 2006 till




2020 due to the effects of Covid-19 where the stock has increased due to declining

sales while also causing difficulty for the client to pay back amid covid-19.

Table 6: M&S efficiency Ratio

20 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20| 20
06| O7| 08| 09| 10| 11| 12| 13| 14| 15| 16| 17| 18| 19| 20

Inventory Turnover

Days 27| 27| 30| 33| 36| 39| 40| 42| 46| 47| 46| 43| 42| 41| 35
Receivable Turnover
in Days 3 4 5 5 5 5 5 5 6 6 6 5 5 6 7

Table 6 refers to the M&S efficiency ratio where the inventory days and
receivable days of M&S are significantly lower than Burberry which illustrates that M&S
is highly efficient in managing its inventory and receivable. The results of the overall
analysis indicate that the financial performance of Burberry is high as compared to
Marks and Spencer and this indicates that the company is efficiently utilizing its

resources.

Market Exposure

Burberry operates in the luxury goods online market and has been valued around 49
billion euros. It has maintained its global reputation for the innovative design products. The
Burberry brand has accounting for about 3.2% of the overall online luxury brands visits which
surpasses the Prada, Versace, and Hermes (Statista, 2021). The customers of Burberry are
considered to be important for their success and also invest in the relationship with them so that
their needs and desires are understood. Burberry has been aiming to inspire and excite their
customers with the luxury products that are designed beautifully. Burberry strives for providing
the outstanding services to the customers and position the higher importance on the customer
safety as well (Burberry, 2021).

In terms of the elasticity of the Burberry, it is implied that the luxury goods or comfort
goods has the higher price elastic demands in comparison with the necessity goods
(Bochanczyk-Kupka, 2019). It can be developed from the analysis that the Burberry is the luxury
products and hence it has the higher price elasticity of the demands. The market of the Burberry

is quite niche as well which makes it demand to be more elastic as well.

The competitors of Burberry are Armani, Gucci, Billabong, Tommy Hilfiger and LVMH
which also shares the good market share (Zozulya et al., 2015). It is implied that these brands




are competing with the higher potential and their own competitive edges. The new market
entrant might face the threat of the higher competition in the market. However, the online
business makes this entry quite easier with lower tax rates and costs incorporated. In terms of
the bargaining power of customers, it is implied that Burberry has quite niche market which
makes the bargaining power of customers to be higher since the number of providers are
increasing and the customer target market is lower (Burberry, 2021). The bargaining power of
suppliers is quite moderate since not much brands are available in the market and Burberry has
their unique suppliers that are supplying them the products for a long time. The substitutes are
available in the market for Burberry since there are many local sellers of the products, however,
the uniqueness of their product makes this threat lower as the loyal customers has the

preferences for the luxury rather than the local wears.

Non-Macro-Economic Factors
Political Factors

Being the multinational luxury brand, Burberry has to face the policies and regulations of
the host country. The instability of the international relations of the host country and domestic
country, the performance and profitability is influenced (Guardian, 2016). Furthermore, the no-
deal Brexit has also been influencing on the profitability and cost of Burberry. It also influences
on their supply chains as well since they are related with the European Union for the imports
and exports of their products (Rovnick, 2019).

Socio-Cultural

Social culture has been found to be affecting on the Burberry business since it reflects
their cultural heritage. As of 2019, the runway show of Burberry has lacked the sensitivity
towards the cultural issues and this led to the drops in their sales. However, they had timely

adopted efficient measures for avoiding this issue (Burberry, 2019).

Technology

Burberry has focused on the innovativeness and creativity. It has been using the
technological advancements for creating the products that are unique and has the competitive
advantage as well. They are continually working on the reengineering and innovativeness in
their products (Burberry, 2019).

Legal
They have been facing with the legal issues as well since they has to abide by the laws

and compliances for the usage of the chemicals (Burberry, 2019). Other legal issues faced by



them includes the counterfeits and the trademark infringement. It has to face the increasing cost

from such legal situations and hence this impacts on their profitability as well.

Environmental

Burberry has been working to eliminate the chemical usage which could be harmful for
the environment. They are looking for the environment friendly ways of producing and selling
their products. Their core values involves the modern luxury as the environmentally responsible
(Burberry, 2019).

Effectiveness of business strategy of the chosen organization based on analysis

The business strategy refers to the actions made with particular target buyers that help
the company to grow effectively and efficiently. Effective business strategy helps Burberry to
identify the needs and wants of all generations of consumers. Adopting an effective business
strategy shows a greater result as it will enhance the overall performance of Burberry. The
business strategy that is being used by Burberry is the penetration strategy as it is implied that it
penetrates into the developing nations through the Omni-channels delivery, declining the
assortments of product and providing simplifying offerings. Market penetration strategy is the
procedure of the infiltrating the existing market with the new products (Yu, 2019). This type of
strategy helps the organization to sustain for the long time and making their brand name strong
in the market. However, such strategies might be ineffective in times of the crisis and the

marketers have to change their strategies as well.

Furthermore, Diversification is the most essential form of the effective business strategy
that can be employed by Burberry. Diversification techniques are used to grow a company's
activities by adding new markets, product lines, services, or stages of manufacturing to an
existing operation. The goal of diversification is to allow Burberry to enter new business lines
that may not be currently being pursued. Because Burberry's revenues are dropping as a result
of the pandemic, diversification is an effective strategy. Burberry is reducing its loss by
introducing numerous new goods to its existing product line. If one product does poorly during
the pandemic, other items may perform much better during the same period, lowering Burberry's
potential losses (Kaolawanic and Chang, 2020). With the implementation of this approach, as
seen above in the analysis, Burberry's sales in the last quarter began to rise, indicating that the

approach has a substantial impact on the company's performance.

Furthermore, moving toward another effective business strategy used by Burberry is a

digital program or digital transformation. This has benefitted Burberry in establishing and



retaining customer loyalty. The effectiveness of Burberry's digital programs and tactics may be
seen in the growth in digital sales throughout COVID 19.Burberry has discovered another very
powerful digital strategy. Because of the epidemic, the Burberry brand was underperforming and
out of touch (Petey, 2021). Since then, the organization has undergone a massive change to
entirely restructure its business model to thrive in the digital age. Burberry has gone all-in on
social media and mobile marketing to execute this new digitally-focused business model. With
the implementation of this digital transformation, Burberry should decide to push the bar in
regards to digital strategy in social media and mobile marketing to maintain its millennial brand

image.

Organization equipped to withstand further global economic shocks

According to Xie, and Youn (2020), the demand for luxugy~prqogducts experiences a
downturn in their demands whenever a financial crisis occurs or gconemic slowdown happens.
The slowdown in the economic activity reduces the purchasing(power of the consumer's impacts
thereby influencing cutting down their expenditure on thegluxtiry brands. Almost all the brands
have witnessed a reduction in the demand for theirpraduets due to the financial crisis. Burberry
is no exception and has witnessed the” ®@eonomic crisis of 2008(Financial Times,
2020).Burberry's stock has dropped 40%, since thé beginning of January as a result of the
COVID-19 outbreak, which resulted in a dramatic drop in sales and the lockdown of more than
half of the company's stores. Burberny wevealed this month that it plans to lay off up to 500
employees worldwide, or around 8% ofyits employees, comprising 150 head office jobs in the
UK. Burberry has switched its strategic focus to prominent stores throughout the world, shutting
smaller and non-strategic gt@res*and maintaining that it works with luxury partners in wholesale.
It has also reconsidergd its"processes, saving £20 million this financial year, bringing the total
savings to £128wymillion so far, with goals to save £140 million by 2021(Silvano,
2020).Meanwhile, \Burberry has restructured its Castleford, Yorkshire facility to create non-
surgical gowRs_and is assisting in the delivery of masks and gowns to medical workers and
patieghts mostly during a pandemic. It is assisting food poverty organizations such as FareShare

and spepsoring vaccine research at the University of Oxford.

Due to the altered consumer purchasing behaviour during the economic crisis, various
strategies are adopted by companies for withstanding the financial crisis. Several strategies are
adopted by Burberry as well for dealing with any future crisis as it has done during the pandemic
(Silvano, 2020). In case of an economic slowdown, Burberry can redirect its inventory and stock

to countries in which it is performing relatively better. This can be explained in a better way by



considering the strategy adopted during the pandemic (Financial Times, 2020). According to
Vogue Business (2020), the entire stock and inventory were directed towards Hong Kong and
China as it was performing better in these countries. Knee jerk reactions are given to Burberry
to deal with the intensity of the crisis. The size and number of collections are reduced along with
decreasing the media spending of the company (Internet Retailing, 2020). These strategies help
in managing and by extension reducing the expenses of the country. Another strategy that has
been adopted by Burberry and can be adopted in the future is that of rebranding. The pregess-of
updating an organization's corporate image is known as rebranding. It is a marketing approach
that involves giving Burberry a new name, trademark, or design update. The goal of this
rebranding plan is to distinguish Burberry from its competition in the industrygRebranding can
help Burberry in gaining consumers and tapping on the potential of untappedsmarkets (Xie, and
Youn, 2020).

Diversification is another strategy that can be adopted/y Burberry to secure its market
shares and deal with economic shocks. The horizontal divgrsification of the products will help in
providing multiple options to consumers so that they/Can, purchase their desired products at
lower prices (Vogue Business, 2020). The strategy of"diversification is adopted by multiple
brands so that they can deal with the constimers. This strategy helps in reaching out to
consumers during trying times (Xie, and Youn, 2020). According to Luxury society (2020),
Burberry has invested heavily in creatjmg and shaping a consumer experience. The shaping of
consumer experience has helped BurbBerry in gaining its loyalty. The creation of a differential
consumer experience can help-g attaining the loyalty of consumers (Financial Times, 2020). In
addition to investing in .ereating consumer experience, Burberry is also investing and
experimenting with digjtal pgegrams. These digital programs have helped consumers in gaining
consumer loyalty,and “maintaining ties with them. The power of the digital programs and
strategies for Burh€érry can be revealed through viewing the increase in digital sales during the
COVID 19(Xie, and Youn, 2020). These strategies have helped in managing sales and
performanceguring the COVID 19 and can help deal with any forthcoming economic crisis.

Conclusion

Burberry is a high-end British fashion house established in London. Trench coats,
leather products, footwear, fashion goods, eyewear, perfumes, and cosmetics, among many
other things, are currently designed and supplied by the company. GDP, Inflation, and
Unemployment Level, supplier, and cost of production are five micro and macroeconomic

parameters employed in the analysis of this report for Burberry and Marks & Spencer. In a



comparison of microeconomics and macroeconomic parameters, Burberry outperforms Marks &
Spencer. Burberry's yearly profits outperform market expectations because the company's sales
are up from the previous quarter, whereas Marks & Spencer's sales in the UK declined by 2.1%.
Burberry's gross margins and premium pricing over the cost of manufacturing are superior,
though Mark & Spencer's financial performance and higher gross margins, though not as high
as Burberry's are in a better position. Burberry has developed a successful business strategy to
deal with the issue that has arisen as a result of the epidemic. The increase in dig i&es
during the COVID 19 for Burberry can be used to measure the effectiveness o Iness
strategy. Finally, the study addresses how corporations have implemented numerous strategies
to survive the financial crisis as a result of altered customer purchasing r throughout
the economic crisis. The consumer's purchasing power is reduced as a@.ﬂt of the slowing
economy, causing them to cut back on their expenditure on lu dducts. Following the

global financial crisis, although most brands have seen a drop i s and profits.

Q‘b'



References

BBC, (2021). Marks and Spencer in first profit fall in three years Marks and Spencer in first profit
fall in three years. Available at: https://www.bbc.com/news/business-18156496
(Accessed: 28 May 2021).

BBC. 2021. M&S to sell clothes from rival brands to boost online sales. Available at:

https://www.bbc.com/news/business-56346245 (Accessed: 28 May 2021). t
D@

Bochanczyk-Kupka, D., 2019. Luxury Goods In Economics. Economic and Social ent:

Book of Proceedings, pp.122-127.

[ ]
Brun, A. Castelli, C. and Karaosman, H. (2017) A focused supply cha'@@gy for luxury

fashion management. Journal of Fashion Marketing & Management.“21(4) p544-563
é °

Burberry(2020)AnnualReport.https://www.burberryplc. com/contenﬂ urberry/corporate/Inve

stors/Results_Reports/2020/Burberry_AnnualReport_F pdf(Accessed: 28 May

2021).

Burberry, FY (2020) Annual Report, p. 21@% gurberryplc com/documents/ar-15-

16/burberry_review_ 2019-20.pdf], (Acc¢ 9 May 2021).
[ J

Burberry, 2021. Business Model. [online]. A
https://www.burberryplc.com/e mpany/business-model.html. [Accessed: 30-8-2021].

https://www.burberrypl

2021]. (b

Camilla Canocchi ZOQBUSINESS CLOSE: UK GDP fell 2.9% in January, This is Money.
 https://www.thisismoney.co.uk/money/markets/article-9354201/BUSINESS-
P-fell-2-9-January-UK-exports-EU-plunge.html (Accessed: 28 May 2021).

Burberry. 20109. n@ Report 20109. [online] Available:
/en/investors/annual-report-2018-19.html. [Accessed: 30-8-

Available
LIVE -

(2021). How Burberry is using digital to strengthen customer relationships during
vid-19. Available at: https://internetretailing.net/strategy-and-innovation/strategy-and-

innovation/how-burberry-is-using-digital-to-strengthen-customer-relationships-during-
covid-19-21429 (Accessed: 29 May 2021).

Fasuyi, 0. (2021). A comprehensive analysis of Burberry&#39;s rebranding strategies; 1854-
2014, Academia.edu.Availableat:


http://www.burberryplc.com/documents/ar-15-16/burberry_review_2019-20.pdf
http://www.burberryplc.com/documents/ar-15-16/burberry_review_2019-20.pdf
https://www.burberryplc.com/en/company/business-model.html
https://www.burberryplc.com/en/investors/annual-report-2018-19.html
https://internetretailing.net/chloe-rigby

https://www.academia.edu/19556820/A_comprehensive_analysis_of Burberrys rebrand
ing_strategies_1854 2014 (Accessed: 29 May 2021).

Financial Times, 2020. How will Burberry cope with the pandemic fallout? Accessed from
https://www.ft.com/content/0b1272fa-c858-40c9-bcde-cab91e7da0d7 on 29 May 2021.

Godfrey, S.S., Nordblom, T., Ip, R.H., Robertson, S., Hutchings, T. and Behrendt, K., 2021.

Drought shocks and gearing impacts on the profitability O\Eh;ep
farming. Agriculture, 11(4), p.366. 0

Guardian, 2016. Burberry Sales up but Outlook for Sector Remains U tain. [Online]
available: https://www.theguardian.com/business/2016/jan/14/tgl -sales-up-but-
([ ]

luxury-brand-says-outlook-for-sector-remains-uncertain [Accessed: -2021].
::

Internet Retailing, 2020. How Burberry is using digital to strer$ customer relationships
eine

during Covid-19. Accessed from https:/fint tretailing.net/strategy-and-
innovation/strategy-and-innovation/how-burberry-i -digital-to-strengthen-customer-

relationships-during-covid-19-21429 on 29 y@a

Joanna Partridge and Sarah Butler, (2020). r Spencer to cut 7,000 jobs over three
Available at:

months (2020). ¢
https://www.theguardian.com/bu s/2020/aug/18/coronavirus-marks-spencer-to-cut-
7000-jobs-over-three-months {Accessed: 28 May 2021).

Kaolawanich, R., Oe, H., Y@ 7Y. and Chang, C.Y., 2020. A Discussion of a Luxury
Apparel Brand S in an Emerging Market: Conceptual Model with Network

Perspectives. » 5(2), pp.58-72.

Luxury Society, 2020%mBurberry's Strategic Shift Is Helping Redefine Its Brand Values. Accessed

from https://www.luxurysociety.com/en/articles/2020/08/burberrys-strategic-shift-
' rand-values on 29 May 2021.
M(% d S, (2021). Supplier Management. Available at:

ttps://corporate.marksandspencer.com/sustainability/clothing-and-home/supplier-

management (Accessed: 28 May 2021).

Morales-Diaz, J. and Zamora-Ramirez, C., 2018. The impact of IFRS 16 on key financial ratios:

a new methodological approach. Accounting in Europe, 15(1), pp.105-133.


https://www.ft.com/content/0b1272fa-c858-40c9-bcde-cab91e7da0d7%20on%2029%20May%202021
https://www.theguardian.com/business/2016/jan/14/burberry-sales-up-but-luxury-brand-says-outlook-for-sector-remains-uncertain
https://www.theguardian.com/business/2016/jan/14/burberry-sales-up-but-luxury-brand-says-outlook-for-sector-remains-uncertain
https://www.theguardian.com/profile/joanna-partridge
https://www.theguardian.com/profile/sarahbutler

Nick Fletcher, (2016). FTSE 100 jumps as inflation rises but Burberry slumps 7% after update.
Available at: https://www.theguardian.com/business/marketforceslive/2016/oct/18/ftse-
100-jumps-as-inflation-rises-but-burberry-slumps-7-after-update  (Accessed: 28 May
2021).

Petey S, (2021). Burberry's Digital Transformation - Technology and Operations Management.
Available at: https://digital.hbs.edu/platform-rctom/submission/burber s-xtlgital-

transformation/ (Accessed: 29 May 2021).

Preez, D. 2020 COVID-19 hits Burberry’s profits, but digital channels continue to&ZOZO).
Available at: https://diginomica.com/covid—19—hits—burberrys—profitital—channels—
continue-soar (Accessed: 28 May 2021).

(]
Rovnick, N. 2019. Burberry warns on impact of no-deal %t [online].  Available:
https://www.ft.com/content/073cc80a-1edb-11e9-b126- 87c65. [Accessed: 30-8-
2021].

Sarah Butler, (2020). Burberry to cut 500 jobs wor icé@gm cost-saving drive. Available at:
/
ed

https://www.theguardian.com/fashion/202 15/burberry-to-cut-500-jobs-worldwide-in-

55m-cost-cutting-drive-covid-19 (Aeces@ May 2021).

Silvano, M.D.C.L.F., 2020. Playing a »e rules: how a digital strategy can enhance a

luxury business: the case of erry (Doctoral dissertation).

Statista, 2021. Burberry- Stati%@ Figures. [online]. Available:
https://www.statist 2 pics/3458/burberry/#:~:text=With%20the%20personal%20lux
ury%20goods, rgButaiion%20for%20innovative%20product%20design. &text=In%20that
%ZOSam% %02C%20Burberry,Prada%2C%20Versace%2C%20and%20Hermes..

[Accessed(30-8-2021].

The T 1). Market Outlook: UK inflation slips, M&S profits slide, indices hold trading
ranges. Available at: https://www.investorschronicle.co.uk/comment/2020/05/20/market-
tlook-uk-inflation-slips-m-s-profits-slide-indices-hold-trading-ranges/  (Accessed: 28

May 2021).s

Vogue Business, 2020. Burberry profit falls by more than half over Covid-19. Accessed from
https://www.voguebusiness.com/companies/burberry-profit-falls-by-more-than-half-on-
covid-19 on 29 May 2021.


https://www.theguardian.com/profile/nickfletcher
https://www.ft.com/content/073cc80a-1edb-11e9-b126-46fc3ad87c65
https://www.theguardian.com/profile/sarahbutler
https://www.statista.com/topics/3458/burberry/#:~:text=With%20the%20personal%20luxury%20goods,reputation%20for%20innovative%20product%20design.&text=In%20that%20same%20year%2C%20Burberry,Prada%2C%20Versace%2C%20and%20Hermes
https://www.statista.com/topics/3458/burberry/#:~:text=With%20the%20personal%20luxury%20goods,reputation%20for%20innovative%20product%20design.&text=In%20that%20same%20year%2C%20Burberry,Prada%2C%20Versace%2C%20and%20Hermes
https://www.statista.com/topics/3458/burberry/#:~:text=With%20the%20personal%20luxury%20goods,reputation%20for%20innovative%20product%20design.&text=In%20that%20same%20year%2C%20Burberry,Prada%2C%20Versace%2C%20and%20Hermes

White, S. 2019)Demand for new designer's ranges lift Burberry sales and shares, U.S..
Available at: https://www.reuters.com/article/burberry-group-outlook-idINKCN1UBORP
(Accessed: 28 May 2021).

Xie, J. and Youn, C., 2020. How the luxury fashion brand adjust to deal with the COVID-19.
International Journal of Costume and Fashion, 20(2), pp.50-60.

Yu, V.D., 2019. The analysis of methods for developing the marketing strategies.

Zozulya, D., Radomski, D., Boey, E., Lozanoski, H., Nathani, A. and Sheppard, J., Z@

Burberry Group PLC. O °



Appendices
Appendix 1: Burberry Performance

Appendix 2: Mark and Spencer

Appendix 3: Profitability Ratio

Burberry

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Gross Margin 60.00%| 61.30%]| 62.10%| 55.40%)| 64.20%| 67.30%| 69.90%| 72.10%| 71.20%| 70.00%| 70.10%| 69.90%)| 69.40%| 68.40%| 67.40%
Operating Margin 20.80%| 18.50%)| 20.30%| -0.80%)| 18.30%| 20.00%| 19.70%| 17.30%| 19.10%| 17.50%)| 16.00%)| 14.30%| 15.00%| 16.10%| 7.20%
Net Margin 14.30%)| 13.00%)| 13.60%| -0.40%| 12.90%| 14.20%| 14.30%| 13.00%| 14.30%)| 13.50%)| 12.50%| 10.40%| 10.30%| 12.50%| 4.60%
ROIC 23.10%| 26.40%]| 28.90%| -0.90%)| 25.50%| 29.80%| 29.50%| 24.30%| 27.30%| 24.10%| 19.30%)| 16.20%)| 16.00%| 20.20%| 5.70%

Mark and Spencer

2006) 2007 2008] 2009 2010{ 2011] 2012] 2013) 2014) 2015 2016 2017 2018 2019] 2020
Gross Margin 38.30%)| 38.90%| 38.60%| 37.20%| 37.90%| 38.20%| 37.80%| 37.90%| 37.50%| 38.70%| 35.10%| 38.50%| 37.80%| 36.80%| 3530%
Operating Margin 10.90%| 11.80%| 13.40%| 9.60%| 8.90%| 8.60%| 7.50%| 6.80%| 6.70%| 6.80%| 5.50%| 240%| 1.50% 2.90%| 2.50%
Net Margin 6.70%| 7.70%| 9.10%| 5.60%| 5.50%| 6.10%| 490%| 4.40%| 4.90%| 4.70%| 3.80%| 1.10%| 0.30%| 040%| 030%
ROIC 15.20%| 18.80%| 18.40%| 10.00%| 10.30%| 11.50%| 940%| 8.30%| 9.20%| 830%| 6.50%| 190%| 0.50%| 0.70%| 0.40%

Appendix 4: Liquidity Ratio

Burberry
2006|2007 2008|2009 2010] 2011] 2012] 2013] 2014] 2015| 2016] 2017 2018] 2019 2020
Current Ratio 136 128 133] 136 133 16 7] 17l 19 23 271 29 279 23 231
Quick Ratio 088 083 073 08 12 114 118 109 125 155 187 201 204 179 169

Mark and Spencer

2006) 2007 200§] 2009 2010 2011| 2012] 2013] 2014] 2015 201e| 2017 2018 2019 2020
Current Ratio 0.57 0.53 0.59 0.6 0.8 0.74 0.73 0.57 0.58 0.69 0.69 0.73 0.72 0.62 0.66
Quick Ratio 0.38 0.27 0.35 0.37 0.48 0.43 0.39 0.22 0.22 031 031 041 0.29 0.32 0.35

Appendix 5: Efficiency Ratio

Burberry

2006) 2007|2008 2009 2010] 2011 2012 2013] 2014] 2015 2016] 2017) 2018 2019 2020
Inventory Turnover Days 140 152 203 182 185 154 183 118 210 207 125 118 201 186 194
Receivable Turnover in Days 47 46 52 52 44 28 25 26 28 33 36 33 28 26 33




Mark and Spencer

20060 2007) 2008|2009 2010| 2011] 2012] 2013| 2014] 2015 2016] 2017] 2018] 2019 2020
Inventory Turnover Days 27 27 30 3 36 39 40 Ly 46 47 46 43 Ly 41 35
Receivable Turnover in Days 3 4 5 5 5 5 5 5 ] 6 6 5 5 ] 7
Appendix 6: Gearing Ratio
Burberry \L«
20060 2007| 2008] 2009] 2010] 2011 2012|2013 2014 2015 2016| 2017 2018] 2019] 2020
Assets to Equity 174 189  192] 209 193] 191 18| 172 169 155 148 143] 156 16 271
Debt to Equity 026 034 039 045 033 024] 024 013 012[ 005 003 002 002 003 121
Mark and Spencer .-
pc"
2006) 2007|2008 2009 2010{ 2011|2012 2013] 2014| 2015 2016 2017 2018  2019] 2020
Assets to Equity 437 37 3.66 349 33 275 161 3 292 136 246 263 155 358 275
Debt to Equity 182 1.03 144 147 127 0.94 0.82 0.9 0.78 0.63 0.6 0.71 0.61 1.74 112
R, :



