
Strategy in Action
Strategic report

Destination
We will make shopping easy and fun for our customers,  
giving them more reasons to visit us whether at home,  
travelling to and from work, or on the high street.

BEAUTY PRODUCTS  
AND SERVICES 
What we have done
Debenhams has a leading market position in 
premium beauty and is the clear number one in 
make-up. We are becoming the go-to partner 
for key brands entering the UK market.

What we are going to do
We are targeting a £1 billion business in beauty, 
being our customers’ preferred destination in all 
channels. We are relaunching Beauty Club, our 
loyalty scheme with 1.2 million cardholders, with 
Alesha Dixon as the face of “Let’s Talk Beauty”, 
and rolling out new features. We have partnered 
with blow LTD. as the first step in our plans to 
accelerate growth in the £4 billion beauty 
services market.
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MEET ME @ DEBENHAMS 
What we have done
We have opened around 65 new food and 
drink offers with a variety of brand partners 
over the past two years, and at the same time 
upgraded our own menus and service in 
instore restaurants.

What we are going to do
We plan exciting store environments, with a 
further 50 new food and drink offers over the 
next three years, alongside a new in-house 
developed brand with a distinctive healthy 
eating position, Loaf & Bloom. We aim to 
be the nationwide destination for shopping 
events, with privileged access for our 
VIP customers.

FASHION VIA  
ACCESSORIES 
What we have done
Debenhams has a 5% share in the 
UK clothing market, with a number 
one market position in important 
accessories categories (eg bags, 
swimwear, costume jewellery).

What we are going to do
We plan to reproduce the success  
of our beauty halls in accessories.  
We see a major opportunity to  
grow share in the large categories of 
footwear and lingerie via a distinctive 
branded offer, more newness and  
an enhanced service proposition. 
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Digital
Mobile will become the primary means of interacting  
with our customers; we aim to increase loyalty and  
personalisation and broaden our reach.

MOBILE @ 
EVERYWHERE
What we have done
We delivered strong growth in sales via 
mobile devices which now account for 
more than half of online orders, and  
as a result of a continuing programme 
of upgrades, we have improved 
smartphone conversion rate by 15%.

What we are going to do
We aim to move towards fully 
integrated channels supported by  
a new progressive web app that has 
significantly improved our mobile site. 
Mobile will become the primary means 
of customer interaction, enabling us  
to build loyalty and personalisation. 
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CLICK & PLAY
What we have done
Next day click & collect accounts for 
over 30% of online orders and drives 
store footfall. We have been testing 
a partnership with Doddle in a 
number of stores providing pick-up 
points for other online retailers.

What we are going to do
Alongside providing a convenient 
and reliable service for customers, 
we aim to transform the 
experience to be engaging and 
sociable. We see the opportunity 
for enhanced service, linked with 
personal shopping and other 
activities to make click & collect a 
leisure experience in its own right. 

BROADEN OUR REACH
What we have done
We have used digital growth to reach geographies 
that would not support a store, and we have begun 
to reach new demographics through selling some 
of our brands via online partners.

What we are going to do
We are developing a new income stream through 
third party partnerships with selected digital 
partners such as Amazon, ASOS and Zalando. 
By exploiting opportunities to market our brands 
outside Debenhams, we will build value for these 
brands in their own right.
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Different
We aim to foster creativity and innovation,  
underpinned by data-driven decision-making.

BRAND CREATION  
AND DISTRIBUTION
What we have done
We have a strong track record of brand 
creation, with a number of our brands 
generating annual turnover of over £100m, 
making them sizeable businesses in their  
own right.

What we are going to do
We intend to take a different approach to 
ranging our stores, by building brands for 
online first and editing local store ranges 
based on online catchment data. For our  
best brands, we see the opportunity to  
build global distribution.

INNOVATION  
AND CULTURE
What we have done
We have begun the transformation of  
the organisation from a process-based  
focus towards a customer-first approach.

What we are going to do
We are launching a new service model,  
with more colleagues in customer-facing 
roles. We aim to create an agile-minded 
environment to encourage innovation, 
where decision-making will be driven by 
data rather than opinion. We will be open to 
using partnerships to progress more quickly 
where appropriate. 
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DESIGNERS  
@ DEBENHAMS
What we have done
Our long-standing collaboration with 
designers remains a core attraction  
for customers and an important point 
of differentiation for Debenhams.

What we are going to do
We plan to refresh and revitalise the 
brands, taking a more robust portfolio 
approach to managing them with the 
aim of staying fresh and contemporary. 
We are testing different merchandising 
approaches to support a more 
premium presentation.

 
GET TO KNOW OUR FABULOUS 
DESIGNERS EXCLUSIVE TO DEBENHAMS:
www.debenhams.com/ 
designers-at-debenhams
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Simplify  
& Focus
We will simplify our business, eliminating 
unnecessary tasks and processes and making 
better use of our resources to improve 
efficiency and flexibility.

STORE ESTATE
What we have done
We have a good portfolio of 177 stores 
in the UK and Republic of Ireland. We 
have analysed the potential for each 
store’s profitability as online sales take 
a higher proportion of retail sales.

What we are going to do
We have identified up to ten stores for 
potential closure, and have confirmed 
that two of these will close in early 2018. 
We have also tested some new ideas on 
layout and fixturing in our new stores at 
Stevenage and Wolverhampton. Where 
appropriate, we will look to right-size 
stores for their location; our refitted 
store at Uxbridge is an example of 
this approach. 

Strategy in Action
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OPERATING MODEL
What we have done
In May 2017 we completed the 
transition to a single warehouse 
management system, which gives us 
a single view of stock across channels. 
We have continued the replacement 
of our legacy systems and are now over 
half way to completion of this project.

What we are going to do
Business units will be aligned to the 
Destination categories, each overseen 
by a member of the Executive 
Committee. Our aim is to shift our 
model from a process-driven to a 
customer-led operation, supported 
by a more flexible supply chain. We 
plan to accelerate the automation of 
warehouse processes and in Stevenage 
have tested a store operating model 
that will be more flexible and cheaper 
than a traditional store.

BETTER USE  
OF RESOURCES
What we have done
We have reduced unnecessary tasks  
for our store-based colleagues and 
started a training programme to 
support enhanced customer service, 
aligning this with incentives.

What we are going to do
The introduction of direct-to-floor 
stock deliveries and more frequent 
replenishment means we can operate 
with lower stock densities and still 
improve availability. With fewer tasks to 
complete, we will switch approximately 
2,000 store colleagues to customer-
facing roles.
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International
Debenhams’ International accounts for around a third  
of Group profits, with own-operated businesses in the 
Republic of Ireland and Denmark, 63 franchise stores 
and a growing digital presence.

LEVERAGE AND  
GROW SUCCESSFUL 
PARTNERSHIPS
What we have done
We have strong existing partnerships 
in markets such as the Middle East, 
accounting for half our franchise 
operations. We have grown international 
digital sales by more than 40% in FY2017.

What we are going to do
We will open flagship international stores 
in Australia and Kuwait in FY2018. We 
plan to build on new digital partnerships 
with Amazon and other digital 
marketplaces and we will extend into 
new markets in Europe and Asia this year.

SIMPLIFY
What we have done
We have reviewed our international 
market presence, closing nine 
franchise stores, mainly in 
Eastern Europe.

What we are going to do
We are developing a future franchise 
service model for existing and 
new partners.

What we have done
We have invested in our Copenhagen 
flagship. Digital growth has continued 
strongly, with the launch of 100 new 
brands online. 

What we are going to do
A new store in Aalborg will open in 
2018. We will add a further 150 brands 
online and plan to develop a digital 
presence in other Scandinavian 
markets, leveraging our existing 
infrastructure.

Strategy in Action
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CEO’s strategic perspective continued

Q&A WITH CEO SERGIO BUCHER

“ Our new strategy is about creating great 
reasons for our customers to come to 
Debenhams so they visit us more frequently.”

Q:  How will Debenhams’ new strategy 
help to mitigate headwinds? 

A:  Our diversified business model together 
with good cash generation means that 
Debenhams is in good shape to withstand 
a market background that remains 
uncertain. We have 19 million customers 
who are changing their shopping habits, 
so we are changing too. Our new strategy 
is about creating great reasons for our 
customers to come to Debenhams so 
that they visit us more frequently.

Q:  Are department stores 
becoming obsolete?

A:  If I believed that I wouldn’t have joined 
Debenhams. This business has faced 
many different threats in its 200 years of 
existence but has adapted and survived. 
For many customers, our stores have been 
part of their families’ lives for years, and 
many of our 177 UK and Irish stores are 
in great locations at the heart of their 
communities. The same is true for our 
Magasin stores in Denmark. By defining 
what we want to stand for, and simplifying 
the way we operate, integrating the digital 
and physical experience, we can refocus 
our attention on what makes a difference 
to our customers today.

Q: What is Social Shopping?
A:  It is a fun leisure activity, enjoyed with 

friends or family and shared directly or via 
social media. The mobile phone is front 
and centre of how our customers interact 
with each other, it is driving growth in retail 
sales and it is the enabler for Social 
Shopping. Through this, we want to build 
stronger, more personalised relationships 
with our customers.

Q:  What’s the timeframe for delivering  
the strategy?

A:  We started back in January 2017, fixing 
some of the basics, before we had finalised 
the strategy. Our self-help programme is 
already delivering change. We are well 
under way with testing and trialling key 
elements of the strategy, and performance 
through peak will determine the speed 
and scale of roll-out. We are also using 
partnerships to accelerate the pace of 
change, – for example, our partnership 
with blow LTD. will allow us to step-change 
our growth in beauty services. Within 
three years, you will see real change 
at Debenhams. 

Q:  Is this strategy about growing  
sales or margins?

A:  This strategy is about growth, increasing 
the frequency of customer visits through 
becoming a Destination, Digital and 
Different. If we simplify the way we operate, 
we will become more efficient and by 
driving operational leverage, this will 
deliver improved returns for the business.

Q:  Will you change course if there 
is a consumer downturn?

A:  We are operating in uncertain markets 
and we will react to material changes in the 
market in order not to threaten the stability 
of the business. However, our direction of 
travel is clear and we are confident that 
the changes we are making will enable 
this business to have a successful and 
profitable future. 
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Market context

GROWTH IN LEISURE SPEND

Changing consumer trends are driving spend in leisure 
categories faster than traditional retailing. Debenhams 
customers have a high propensity towards leisure 
spending and our research shows an opportunity  
to become a leader in “Social Shopping”.

A CHANGING RETAIL MARKET
Expectations for consumer outlook have 
continued to weaken through 2017. A recent 
research report from Deutsche Bank 
(“Deutsche”) suggested that “many… 
economic indicators today are trending 
similarly to the austerity years of 2011/12”.1 The 
UK consumer faces a squeeze on disposable 
income but the savings ratio is at a 20 year 
low, which was not the case five years ago. 

Despite a backdrop characterised by 
geo-political uncertainties, this has not yet 
led to a material slowdown in consumption. 
Consumer confidence is in line with its 
historical average and unemployment remains 
at record lows. Whilst overall UK retail sales 
growth has remained relatively robust, 
non-food sales have weakened through 2017.

BRC non-food LFL vs UK consumer confidence 

BRC non-food sales growth 3MMA% (LHS)
UK consumer confidence index (RHS)
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Changing spending priorities
Food and fuel price rises have risen and with real 
wage growth now flat, discretionary spending 
power has therefore declined. Deutsche Bank 
points to evidence of trading down both in the 
clothing sector and in food retail, to the benefit 
of value retailers. However, the bank also notes 
the relatively robust nature of leisure spend – 
traditionally a more discretionary category than 
clothing, for example.

Spending in restaurants continues 
to outpace spending on clothing

Clothing Restaurants
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Growth of leisure and experience spending
In the period 2010-2016, the annual rate of 
growth in leisure spending, such as eating out, 
recreation, culture and hotels, was 50% higher 
than the growth in non-food retail sales.2 
A number of commentators now suggest that 
this represents a structural shift in consumer 
spending priorities, away from “stuff” 
towards “experience”. 

In 2016, Debenhams commissioned strategy 
consultants OC&C to carry out research on 
these trends as part of the Group’s strategy 
review. The survey of 16,000 consumers found 
that the leisure experience is as, or more, 
important than convenience for department 
store customers, and Debenhams’ customers 
over-index in favour of leisure, with 65% of 
women and 53% of men citing the importance 
of leisure over convenience. 

How smartphones are influencing behaviour
Another key trend in consumer spending has 
been the growth of online shopping, which in 
the past year has shifted decisively towards 
mobile. Mobile now accounts for over half of 
Debenhams’ annual digital sales of £478 million. 

As part of its research, OC&C identified the 
following consumer characteristics:

• 87% of people have their smartphone by 
their side day and night

• On average, they check it 150 times per day
• 67% use their phone to browse
• 64% use their phone to research products
• 75% use their phone to check logistics
• 82% will consult their phone whilst in store

The research shows that 18% of mobile 
shoppers make an immediate transaction,  
and a further 18% go on to purchase later. 

71% of smartphone customers use social 
media. This is particularly prevalent in the 
categories of fashion and beauty, which 
represent over three-quarters of Debenhams’ 
revenue. This data has informed Debenhams’ 
identification of a category of shopping 
defined as “Social Shopping”: 

Shopping as a fun, leisure activity enjoyed with 
friends and family and shared via social media. 

40% of customers shop with family or friends, 
and those who shop with friends spend over 
80% more per transaction than those who 
shop alone. 

Debenhams has identified Social Shopping  
as a category that we can become a leader  
in, with the space, brand reach and services 
opportunity to create attractive and sociable 
destinations that will encourage our 19 million 
customers to visit us more frequently. 

+80%
increase in spend  
when with friends

1 UK Non-Food Retail “Value not value traps”, 7th Sept 2017.
2 Source: Mintel, Euromonitor, OC&C estimates.

1

Growth from SOCIAL SHOPPING

Food & Drink Product PLUS experienceMobile

• High value customers visit us more frequently
• Customers recognise us for leisure shopping
• A broader, mobile-connected shopping experience can unlock growth by driving 

frequency…

+ +

Social Shopping

Read more on  
pages 10-11
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