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Executive Summary

Office Depot is an established business in the specialty retail industry. The analysis provides insights into the major problems facing the company, and that is the loss or sales and reduced income to identify the best strategy to address this issue. The attractiveness of the industry to those currently in the market is low due to increased competition and reducing profits. It however attractive for companies seeking to enter the industry. The analysis of the internal environment identified that it has a large product portfolio and strategic location of its stores but is ineffective in its marketing approach. Analysis of its competitors such as Office Max and Staples identified that it is competitively positioned and needs to improve its marketing approach to compete in the market.  Furthermore, the financial analysis identified that the company has a poor financial track record evidenced by reducing sales and rising liabilities. The use of the SWOT, SPACE, and Grand Strategy Matrix identified that the company should focus on market expansion and penetration through implementing extensive marketing, expansion to emerging countries and moving to an online distribution platform.

Company’s problems

The major problem facing Office Depot is its poor sales and revenue generation that has led to the closure of its stores in North America. The company’s sales have been in the negative digits showing that it is making losses rather than profit with a reduction of 2% in sales between 2009 and 2010 (Hill, Jones & Schilling, 2016). The decisions that must be made at Office Depot involve a change of strategy whether it should move to an online distribution platform or expand into the international market. The strategy the company selects is essential to address the low sales volume experienced in the company and the loss of profitability. 
Other retailers such as JC Penny have experienced similar situations with the company making a loss in revenue for the year 2014 leading to the closure of 127 unprofitable stores (Duprey, 2015). The company subsequently saw its stocks drop by 6%.  The retailer withered this drop in sales by adopting three major strategies that it’s the company increased its promotional offerings to increase the traffic of customers. This approach led to an increase in the number of customers leading to the sale of up to 20% additional merchandise (Duprey, 2015). Another measure taken by the company to succeed in the market was the revival or its center core departments such as Sephora that sells beauty supplies (Duprey, 2015). The profitability of these departments was essential to increasing the revenue allowing the retailer to close any unprofitable stores without having incurring losses. Its third strategy was the investment of the company in private label collections which helped to penetrate the market and increase the number of customers. These strategies have increased the stock prices of JC Penny and improved its sales and profit margin. These strategies cost the company over $250 million but as able to earn profits from this approach leading to better positioning of the company in the market (Duprey, 2015). 

Company’s overall objective

The objective of Office Depot is to serve the needs of the business through delivering high-quality office products and services. The company’s overall strategies have included cost saving as an attempt to lower cost for the consumers (Hill et al., 2016). Diversification of its product portfolio best identifies the attempt of the company to create value for its customers. Another strategy aimed at achieving this objective is the development of the North American Retail stores which involves the expansion of what it currently terms as the stores of the future that are designed to enhance the shopping experience while integrating an assortment of products as well as expanded services. 

Mission statement

A mission statement needs to identify the function of the business, the target customers, substantive rather than vagueness, clear focus and emotional appeal. The proposed mission statement as identified in this case is too long and vague. There is a need to refine this mission statement to align with the objectives and focus of the company. The revised problem statement will look much like this “At Office Depot we offer business customers an experience of a lifetime. Our office suppliers and products are designed to offer the customers value and longevity. We offer quality at the right price and capable of matching the needs of any business regardless its size. The environment is our business, and we ensure that our products are recyclable. We work for our customer to enjoy their work, our investors to promote value for their investment and our employees to provide them with the best working environment. Our promise is to always match the needs of our customer at any time through innovation, shared leadership, and collaborations with our partners” (Hill et al., 2016).
Industry attractiveness

Currently, the office supply market in North America has become saturated with various competitors offering similar products. The rise of business in the regional and global market shows that there is a demand for the products and services offered at Office Depot. The growth rate of the industry is slow, and this can be attributed to the saturation of companies in the market. The profitability of the office retail industry is low with competitors such as Staples similarly losing money to the Office Depot (Hill et al., 2016). The specialty retail industry is currently in the late growth phase of its life cycle characterized by increased competitors and similarity of products. The operating expenses have been rising as compared to sales and the fact that it takes a consumer months before they need to replace office supplies further diminishes the profitability of the companies currently in the industry (Hill et al., 2016). 
The competitive intensity in the market is high due to the rise of click business such as Amazon and many other companies that have sought to take over the market (Hill et al., 2016). Existing companies compete based on price, and this has led to fierce competition in the industry. Companies currently in the industry provide the same products with limited differentiation which has increased the rate of competition. The company is attractive to other companies in the industry due to its strategic positioning strong financial record and its successful business model. With over 1100 retail stores the company is attractive to companies that would seek to expand their customer bases (Hill et al., 2016). Office Depot currently holds 26.1% market share in the office and supply business which makes it attractive for other companies that would seek to expand their business in the office supply market.  The strong performance of the company in terms of revenue prove that it has an effective business model that other business can capitalize on. However, the office supplies market is not attractive for new companies that would like to enter the market in that the market is currently dominated by three large companies that are Staples, OfficeMax and Office Depot (Hill et al., 2016). 
There is an intense rivalry to gain market share in the industry with companies competing by price or value provided to the consumers (Hill et al., 2016). The high cost of investment needs to ensure successful penetration into the market limits new entrants into the market.  Despite these barriers to entry, the threat of new companies in the specialty retail industry is high as a new business has risen providing lower pricing while increasing the value proposition for the consumers.  The bargaining power of its suppliers is low due to the availability of numerous supplies in the market which has enhanced the positioning of Office Depot in the market (Porter, 2008).  
The bargaining power of the consumers is high as the customers have various business to choose from when it comes to office suppliers and are demanding quality at minimum prices (Porter, 2008).  The threat of substitution is high as business develop new products or services to compete with those currently in the market which makes industry profitability to suffer. New services and products have reduced the profitability of companies in the market, for instance, the development of the Dropbox or Google drive has substituted the need for storage hardware devices which has translated to losses for the companies in the industry today. The office supply industry in North America is currently not successful for new entrants in the market. 

Internal analysis

	Strengths

Has a large product portfolio
Strategically located

Currently runs its own website

Strong retail network
	Weakness

Limited diversity of products outside the office supply market

Weak alignment to its strategies
Poor financial performance
Lack of research and development 

Limited marketing strategies


The internal analysis of Office Depot covers the strength and the weakness of the company. Office Depot provides customer with a wide variety of products from printers to toners, cleaning suppliers, cleaning supplies as well other office suppliers (Hill et al., 2016). Its ability to expand its product portfolio has been essential to its continued success in the market. In 2011 it had 1115 stores which were strategically located in major cities and areas where it had access to its target customers (Hill et al., 2016). Strategic positioning has been key to its continued success in the market as this has helped to ensure its stores are accessible to the customers. It has its own websites where customers not able to access their brick and mortar stores can view and purchase any product and have it delivered. The online store has been essential to catering to the growing demand of online services (Hill et al., 2016). Office Depot has a strong retail network at leverages its supply chain lowering the cost of its products and adding value to the customers.
Its weakness are that the company has limited diversity outside the office supply market. Its strategic choices are poorly aligned to its strategies which has limited the company from capitalizing on opportunities in the market (Hill et al., 2016). It has been facing consequently poor financial performance evidenced by the reducing revenue and sales numbers. The company does not invest in research or development. Office Depot has further limited its investment in strategic and intensive marking strategies.
Industry analysis

External Factor Evaluation (EFE) Matrix
	Key External Factors
	Weight 
	Ratings
	Weighted score

	Opportunities
	
	
	

	Moving to online sales
	0.2
	3
	0.6

	Expanding internationally
	0.2
	3
	0.6

	Social media marketing
	0.1
	4
	0.4

	Developing quality products
	0.15
	3
	0.45

	Threats
	
	
	

	Competition
	0.2
	4
	0.8

	Regulation
	0.05
	2
	0.1

	Rise of online stores
	0.15
	4
	0.6

	
	1
	
	3.55


Competitive Profile Matrix (CPM)

	
	
	Office Depot
	Staples
	Office Max

	Critical Success factors
	Weight
	Score
	Weighted score
	Score
	Weighted score
	Score
	Weighted score

	Marketing
	0.25
	2
	0.5
	4
	1.00
	3
	0.75

	Brand reputation
	0.25
	3
	0.75
	4
	1.00
	2
	0.5

	Location
	0.05
	3
	0.15
	3
	0.15
	2
	0.1

	Product quality
	0.1
	3
	0.3
	3
	0.3
	2
	0.2

	Customer service
	0.2
	4
	0.8
	3
	0.6
	2
	0.4

	Customer loyalty
	0.05
	4
	0.2
	2
	0.1
	3
	0.2

	Product range
	0.01
	3
	0.03
	3
	0.03
	3
	0.03

	Total score
	1
	
	2.73
	
	3.18
	
	2.18


Financial analysis

Ratio analysis

The current ratio explains the liquidity of the company that is its ability to pay its short-term as well as its long-term liabilities, and with a current ratio 1.29, it identifies that Office Depot can pay its debts but at a slower rate (Schroeder, Clark & Cathey, 2011).

The Debt-to-equity ratio is essential to measures the financial leverage of Office Depot, and in this case. The Debt-to-equity ratio is 5.06 showing that most of the debt is used to finance its assets (White, Sondh & Fried, 2005). The Return on Equity is used to evaluate the net income that is returned to the shareholders, and that is 11.75% which shows that Office Depot is still profitable (Hill et al., 2016). 

Vertical analysis

The vertical analysis of the company’s financial performance in 2010 showed that there was only a small gap of only 1 million dollars between the total liabilities and the total assets (Hill et al., 2016). The difference evidenced between the assets and the total liabilities has increased as compared to 2009.

Horizontal analysis

The horizontal analysis shows that total revenue has dropped from $14 billion in 2008 to $11.6 billion in 2010. The total recurring expenses have also decreased by $ 2 billion during the same period (Hill et al., 2016). The net income has reduced from $1.4 billion to 44 million between 2008 and 2009. The total asset has consequently reduced from $5.2 billion to $4.5 billion (Hill et al., 2016). The liabilities have dropped by 0.3 billion within the same period. Consequently, the stockholder equity has also dropped from $1.3 billion to $0.6 billion between 2008 and 2010.

Percentage Change analysis

Total liabilities between 2009 and 2010 reduced by 6.15%. The total assets for the same period reduced by 6.56. The revenue earned dropped by 4.21% in 2010 (Hill et al., 2016).
Analysis of financial position

The company has experienced reduced sales, revenue and net income (Hill et al., 2016). The shareholder equity has also been reducing identifying the need to implement strategic measures to address this dire financial situation. The liabilities have been rising relative to the total assets, and this identifies that the Office Depot may end up bankrupt if it is unable to maintain its profitability.  Office Depot has weak financial performance that needs to be addressed (Hill et al., 2016).
Internal factor Evaluation (IFE) matrix

	Key Internal Factors
	Weight 
	Ratings
	Weighted score

	Strengths
	
	
	

	Has a large product portfolio


	0.15
	3
	0.45

	Strategically located


	0.15
	3
	0.45

	Currently runs its own website


	0.10
	2
	0.2

	Strong retail network
	0.20
	4
	0.8

	Weaknesses
	
	
	

	Saturated markets
	0.15
	4
	0.6

	Poor financial performance


	0.10
	3
	0.3

	Lack of research and development
	0.10
	2
	0.2

	Limited marketing strategies
	0.15
	4
	0.6

	
	1
	
	3.6


The internal operations that the company needs to improve are its marketing strategies. Currently the company is underperforming when it comes its marketing strategies. It has failed to adequately market its products and services as this would increase awareness of its products consequently increasing sales and revenue (Hill et al., 2016). By increasing its marketing the company is likely to attract a wide range of customer.
IFE, EFE, and CPM

Base on the IFE, EFE, and CPM office Depot is currently performing strong internally but could use an improvement in terms of its marketing approach and its financial standing. It is performing well competitively as it has maintained a strong market share in the specialty retail industry (Hill et al., 2016). It is also performing poorly externally as it has not been able to capitalize on the opportunities presented in the market or mitigate the risks experienced.
SWOT matrix

	Strengths

Has a large product portfolio
Strategically located

Currently runs its own website

Strong retail network
	Weakness

Limited diversity of products outside the office supply market

Weak alignment of strategic objectives
Poor financial performance
Lack of research and development 

Limited marketing strategies

	Opportunities 

Trading in the online market

Capitalizing on extensive social media marketing

Expansion into new markets

Leveraging of quality materials for make products
	Threats

Increased competition in the industry

Rise of click stores competing with its brick and click model

Rising regulations and costs


SPACE Matrix
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Grand strategy Matrix
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GSPM

	
	Expand internationally
	Move to an online sale approach

	
	Weight
	Attractiveness
	Total attractiveness
	Weight
	Attractiveness
	Total attractiveness

	Strengths

	
	
	
	
	
	

	Large product portfolio
	0.15
	4
	0.6
	0.20
	4
	0.8

	Strategically located


	0.15
	3
	0.45
	0.10
	2
	0.2

	Currently runs its own website


	0.15
	2
	0.3
	0.15
	4
	0.6

	Strong retail network
	0.10
	3
	0.3
	0.10
	3
	0.3

	Weakness
	
	
	
	
	
	

	Weak alignment of strategic objectives


	0.05
	2
	0.1
	0.05
	4
	0.20

	Poor financial performance


	0.15
	3
	0.45
	0.15
	4
	0.6

	Lack of research and development 


	0.10
	1
	0.10
	0.05
	2
	0.1

	Limited marketing strategies
	0.15
	2
	0.30
	0.20
	4
	0.8

	Sum weights
	1
	
	2.60
	1
	
	3.60

	Opportunities
	
	
	
	
	
	

	Trading in the online market
	0.20
	4
	0.8
	0.20
	4
	0.8

	Expansion into new markets


	0.15
	4
	0.6
	0.15
	4
	0.6

	Capitalizing on extensive social media marketing


	0.15
	3
	0.45
	0.15
	4
	0.6

	Leveraging of quality materials for make products
	0.10
	3
	0.3
	0.10
	3
	0.3

	Threats
	
	
	
	
	
	

	Increased competition in the industry


	0.15
	3
	0.45
	0.15
	3
	0.45

	Regulation
	0.10
	2
	0.2
	0.10
	2
	0.2

	Rise of click stores
	0.15
	3
	0.45
	0.15
	4
	0.60

	Sum weights
	1
	
	
	1
	
	

	Sum total attractiveness
	
	
	3.25
	
	
	3.55


Recommended strategies

The matrices highlighted above identify the need to implement a competitive market strategy that can be achieved through effective marketing aimed at enhancing the brand and image of the company. A market penetration strategy that would capitalize on the opportunities of the emerging markets and an extensive move to an online distribution platform (Yami, Castaldo, Dagnino & Le Roy, 2010). Marketing of the company is essential to enhance brand awareness which will be essential to positioning the company through the traditional platforms is essential to raising awareness and interest of the services and products offered.  Social media marketing, as well as marketing through the traditional platforms, would enhance brand awareness and promote sales (Yami et al., 2010). Penetrating into the untapped internal markets will increase sales and better position the company as first mover resulting in the consolidation of the market share in these emerging markets. The move to an online platform and reducing the number of brick and motor stores will increase sales as more customers seek online services. 
These strategies will rectify the problem experienced at Office Depot as sales will increase resulting in revenue and income growth (Hill et al., 2016). Each strategy developed and provided here acts a contingency plan to the next. Additionally, these strategies are designed to support each other ensuring that they do not fail, for instance, the expansion of the company into the emerging markets will be successful due to the extensive marketing approaches implemented. The total cost of these strategies is an estimated $210 million yet the projected revenue growth of 14% by the end of the first year justifies this expense. The resources needed to support the implementation of these strategies include financial resources and human resources such as experts in marketing, international business, and website developers to enhance the current website to support traffic from many customers (Yami et al., 2010). The team to successfully carry out these strategies include the Chief Finance Office, Chief Operations Officer and Head of the marketing department and the Supply, chain manager.
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