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Marks and Spencer's

Marks and Spencer's is a multinational chain of department stores, which sell a wide range women's, men's and children's clothing and footwear, gifts, home furnishings, beauty products, financial services and food, all exclusive to Marks and Spencer's. It is a successful company that has 375 stores in 29 countries worldwide and over 10million shoppers a week. As well as owning the US supermarket group "Kings Supermarkets" M&S website

The company has expanded both vertically and conglomerately. Looking at home ware, foods, flowers, (see appendix) cafés, gifts and cards. They have invested in many different styles of clothing ranges such as Per Una, Per Una Due and the Limited Collection. The conglomerate integration of the food market has proved to be very successful with the opening of independent "simply foods" branches and �lifestores, selling homeware.

M&S operates in an oligopolistic market structure with its main competitors being NEXT, House of Fraser, Gap and Alders. All of which have aimed their clothes at similar markets such as middle aged men and women and their children. This market has fairly high barriers to entry, as it is hard for new companies to enter and compete as these are well established firms with a dedicated customer base and strong supplier relationships.   The larger firms such as M&S can take advantage of internal

economies of scale.   These would include bulk buying, managerial, and technical economies of scale.   For M&S bulk buying would mean that they can use the size of their company and massive purchasing power to get huge discounts from their suppliers.   Managerial economies of scale would mean that they can specialise their managers and as the output of the M&S rises the managerial cost per unit output will not rise at the same rate.   The Technical economies of scale that M&S would take advantage of would be things such as large storage would mean lower cost of storage per unit. Risk bearing economies of scale would mean that they can spread the risk over different areas of the country or different countries.   So if there is a change in demand in one area or there is a crash in the economy, they can depend on their other sections to hold the company up.   They are large companies and new competitors would need large financing to set up and advertise in a highly competitive and already saturated retail market.
If one firm decides to increase the price others will follow, by lowering their prices, this will enable them to keep hold of original customers and capture new market share of the old company. This would be the case of M&S if they were to   kept here prices high they are likely to lose there customers to another more cheaper substitute. In this oligopolistic structure the best strategy 

would be to keep prices the same as they tend to be rigidly set due to the companies interdependence changes of the demand curve.

M&S have been retail giants for a long period and have gained sufficient competitive advantage and in 1998 M&S where the countries most profitable retailer valued at nearly 20 billion, (see appendix) Part of M&S success is due to their good reputation for producing quality goods both in food and clothing. M&S has a strong relationship with its suppliers and a strong "Brand Image" which has taken years to develop. M&S have had a consistent record of success and profitability until recently when they experienced falling sales. They were unprepared for this slump and while they were expanding the business their competitors were strengthening 

The decrease in sales was probably due to the lack of innovation, (See appendix). M&S seemed to have �lost touch' with what consumers wanted and therefore they were going elsewhere. Some thought they had got too complacent as the market leader. M&S was losing out because the lack of clothing suitable for younger customers. Most of their clothes were aimed at the older generation; they were losing out on custom from younger women. The loss of competitive advantage could have been blamed on the fact that they were being product orientated instead of market orientated, not listening to customers.

M&S also needs to look at its

pricing strategy's because for a long time they relied on their strong brand image to allow them to charge the premium prices. However with recent sales falling dramatically this would be a key area for them to review. Consumers are now looking for cheaper alternatives especially in clothing because trends are always changing. Cheaper forms of production such as moving areas of production abroad where labour is cheap has allowed companies to spend less and therefore sell items more cheaply. M&S products have become more elastic as people are no longer buying into the brand and go for cheaper substitutes. The diagram below shows how the product is elastic, people will still buy the products at a higher price as they buy into the brand image however a small amount of customers will be lost due to cheaper alternatives as illustrated below;



M&S were too busy concentrating on expanding abroad and as a result the UK sales started to drop. M&S did not spend a lot of time or finance on advertising. It was a policy of there's to run a low key advertising campaign and relied heavily on their strong brand image and prominent location of their stores to promote new ranges. Also M&S moved production abroad   in order to keep production costs down but this resulted in roughly 60,000 jobs being lost in the British textile industry, and that brand image of 100% British clothing was hindered which would

have caused many consumers to feel let down. (See appendix)

The demand for their clothes fell rapidly shifting their demand curve to the left as sown in the diagram. 

M&S have used "non price" tactics for example offering 10% off all shopping when they open an new account card and have introduced the new &More credit card which allows customers to earn points and get money off.   These are to encourage customers to stay loyal and give M&S the opportunity to directly mail customers. This type of competition in this Market is that of Game theory. This is where one company analysis its best strategy which will enable them to gain larger pay offs. This means that if the competition can see that this type of strategy is successful they in turn will follow. The firms try to anticipate the other competitors' moves. A situation in which an intelligent decision are necessarily interdependent players trying to maximise their pay offs (profits)

The business needed a complete overhaul, if M&S were to win back their market share. The man appointed to help M&S recover was Belgian retail boss Luc Vandevelde. The company realized that they were ignoring customer's needs and wants. They invested more into research and development in order to identify what consumers wanted and what areas they most needed to improve. They introduced new brands such as "Per Una" by George Davis who successfully built

up clothing chain NEXT and the GEORGE range at ASDA. The aim of "Per Una" was to "banish mass market image" and appeal to a more youthful market. (See appendix) They invested more money into advertising and had big celebrity names like David Beckham to back a new range of children's clothes.


By closing nearly all overseas ventures and by flooding the UK market with resources M&S where able to concentrate on sectors of the UK market that had been underachieving, such as lingerie, without having to worry about the fall in foreign markets. (See appendix) M&S concentrated on UK retail "securing a turnaround in performance" .In May 2001 M&S opened another 48 stores, open 7 days a week. It opened 11 of its stores for 24 hours, this will have helped when trying to re-gain competitive advantage as there was sufficient evidence for a demand for this service.

Over Christmas M&S faced a problem just like many other UK high street retailers. It should be expected that low interest rates of 3.75% in January 2004 only reaching a high of 4.75% in August 2004 Bank of England website that consumer spending would be high due to the low cost of borrowing money and more and more people taking out loans and using credit cards.   This has not been seen and most firms have reported slow sales in the lead up to Christmas 2004.   M&S brought out their post Christmas report early, confirming fears of "successive

sales in the 13 weeks to January 1 were down by 6 per cent - the fifth quarter in a row to see declining sales" Financial Times website.   This shows that one reason for the downturn in sales may simply to a low footfall on the streets.   Like most high street firms, it seems that they have been trying to draw in customers by bringing forward their January sales.

M&S have had to dramatically rethink their strategies and their position within their market.   Before August 2004 M&S had the largest share of the clothing retailer market at 9.1% but in August Wal-Mart with its Asda stores and George range took the top spot with 9.4%market share and left M&S static at 9.1% fibre2fashion.com.   So where have they gone wrong and, how can they turn things around

Firstly look at where they stand within a market.   A simple way of doing that would be to apply Porter's four general strategies.   This is a way of classifying companies in a general market.   It looks at to main ideas, are they aiming at a mass market or a niche and second, are they a "cost leader" or a "Product differentiator" Nuffield Economics and Business Studies. So by looking at the chart below it can be said that M&S are trying to appeal to a mass market but without having to use price as their main weapon.   So they have to make the quality of their product of a higher standard than most of the market but without being over priced.

"Value for Quality".

Niche

Mass

Cost Leader Aldi, Costco Asda, Summerfields
Product differentiator Harrods,
Fortnum & Masons Marks & Spencer,
      Tesco

The UK Government has a huge impact on the operations and trading of UK companies and now that we are part of the growing European Union, businesses must also comply with European Laws.

M&S employs over 60,000 people in the UK alone, both the UK and EU government set legislation to protect employees. In April 1999 the UK government introduced the National minimum wage, (£3.60 per hour for adults). This was introduced to help low paid workers, minimise unemployment, to give a better incentive to work and to increase productivity. M&S would have to abide by this legislation, as well as others set by the government: race relations act (1976), disabled persons acts (1944, 1958, 1981), health and safety at work act (1974) equal pay act (1974), employment protection act (1974), employment acts (1980, 1982) and the sex discrimination acts (1975, 1986). Business Studies, Pat Bond & Jill Martin

As well as being affected by the laws set by government, M&S will be highly affected by decisions the government make about the economy as whole: Changes in taxes, interest rates, yearly budget and government spending. For example the government may want to increase aggregate demand (the total demand for a country's goods and services),

and use Fiscal and Reflationary policies to do so. Lower tax rates, higher government spending, and lower interest rates will encourage people to save less and spend more. Therefore hopefully causing a boom for M&S sales. Government always try to keep the rate of inflation low, if the rate of inflation rises it will have a direct influence on M&S because the costs of raw materials will increase, transport costs will rise and company will have to increase their prices, resulting in less consumer demand. It is important that M&S forecast to allow for these variations and they are prepared for both rises and slumps in the market.

The competitions commission is a government agency that investigates, mergers monopolies, anti competitive practices, the regulation of utilities and the performance of pubic sector bodies. Cambridge advanced economics, Colin Bamford .In June 2004 the Financial Services Authority a City regulator investigated "suspicious transactions" in M&S shares prior to the £8.5bn takeover bid by Philip Green, however investigators did not find evidence to support allegations of insider dealing and the case was closed. The Guardian website.

The EU is having more of an impact on UK businesses, M&S will have to follow EU regulations such as the heath and safety regulations, employment regulations and standards set for goods and services. Since 1993 it has been easier for EU member

states to trade with each other as custom controls have gone and there are now no taxes on goods imported between EU countries. The UK is ever becoming a larger part of the EU and it appears likely that we will at some point join the European Monetary Union (Euros), a government decision that will have a massive impact on the economy. Marks and Spencer have looked into this and predict that simply replacing their electronic tills would cost a staggering £100 million. This figure would include new computers, tills, soft wear, implementation and staff training. Business studies Ian Marcouse

M&S are a company who pride themselves on Corporate Social Responsibility and go beyond the acts of law to ensure fair ethical trading, environmental respect and investment into workers, through setting their own policies: Ethical trading initiative base code and Animal welfare policy M&S Website These are also good selling points for the Company as shoppers are much more aware with company behaviour, and have won M&S awards such as the �business in the community award 2004'.

There are a number of different divisions within the M&S structure which are UK retail, international retail, and financial services. Firstly overall M&S made a profit before tax of £805m which is up 6.0% on last year with the annual turnover in 2004 being £8,301.5m. The operating profit for International retail taking into 

account all the costs in 2004 was £44.2m. The international retail is split up into two sections; one being the M&S branded business, which made up most the international profit, made a profit of £41.8m the other being the kings super markets also owned by M&S making a profit of £2.4m. The financial services part of the business had a good year in 2004. Profits were down from £86.4m in 2003 to £50.6m operating profit in 2004 but the underlying profit for this part of the business was £89.5m. The underlying profits were impacted by the release of the "&more" credit card where £300m of balances were transferred and also the increased costs of running an enlarged credit card business affected profits too. Even taking all this into account the release of the "&more" card was a success with 2.1 million customers signed up the credit card, making it within a year, a top ten credit card operator within the UK. The third and subsequently largest part of the M&S company structure is its UK Retail division. UK retail in 2004 had an overall operating profit of £728.1m with an annual turnover of £7, 2159.8m. M&S UK retail has 375 stores in the UK which is considerably more than in other countries which all together comes to 198. Obviously for such a large amount of stores costs will high for such a large infrastructure of stores to run effectively. Overall the UK Retail operating cost is £1,835m in 2004 

which is up by 1.2% from the previous year.

For such a large amount of stores to run effectively there needs to be a complex logistical system in place. In 2004 the logistic costs were £310m, this probably seems quite high but when you think how much a company like M&S relies on a good logistical system the spending seems justified. For such a large retail operation there needs to be a sufficient amount of employees in place to deal with the demands of the business. Marks and Spencer's biggest cost is its employee costs. Out of £1,835m overall costs for UK retail in 2004, £912.8m of which is for employee costs. This is subsequently down from the previous year by 1.3%. Another aspect to ensure the business run effectively is the upkeep of its properties. Property, repair and renewal costs were £323.6m and depreciation of the value of M&S's assets was £227.3m in 2004. Finally all, other operating costs for UK retail in 2004 was £371.3m, this cost is largely from improving business efficiency and IT costs to support company growth initiatives. Above is highlighted the costs and revenue created by M&S.

M&S as a business is aiming to maximise profit, in economics this type of firm is known as a "profit maximize". For a firm like M&S to grow revenue needs to increase and costs need to reduce, the profitability at each level of output will therefore improve. This is highlighted in the diagram

below:

In this report we have looked from different economic perspectives how M&S operates. M&S were the market leaders but have lost their competitive edge, M&S will have to reassess its pricing strategies and target markets in order to keep innovating to keep up with the competition and win back market share. M&S should continue to develop its non price strategies to keep ahead of competition. As a company it should look at other game theories to asses its future plans and strategise ways to stay ahead of the competition in order to protect profits and its important market share.   
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Marks and Spencer's is a multinational chain of department stores, which sell a wide range women's, men's and children's clothing and footwear, gifts, home furnishings, beauty products, financial services and food, all exclusive to Marks and Spencer's. It is a successful company that has 375 stores in 29 countries worldwide and over 10million shoppers a week. As well as owning the US supermarket group "Kings Supermarkets" M&S website

The company has expanded both vertically and conglomerately. Looking at home ware, foods, flowers, (see appendix) cafés, gifts and cards. They have invested in many different styles of clothing ranges such as Per Una, Per Una Due and the Limited Collection. The conglomerate integration of the food market has proved to be very successful with the opening of independent "simply foods" branches and �lifestores, selling homeware.

M&S operates in an oligopolistic market structure with its main competitors being NEXT, House of Fraser, Gap and Alders. All of which have aimed their clothes at similar markets such as middle aged men and women and their children. This market has fairly high barriers to entry, as it is hard for new companies to enter and compete as these are well established firms with a dedicated customer base and strong supplier relationships.   The larger firms such as M&S can take advantage of internal

economies of scale.   These would include bulk buying, managerial, and technical economies of scale.   For M&S bulk buying would mean that they can use the size of their company and massive purchasing power to get huge discounts from their suppliers.   Managerial economies of scale would mean that they can specialise their managers and as the output of the M&S rises the managerial cost per unit output will not rise at the same rate.   The Technical economies of scale that M&S would take advantage of would be things such as large storage would mean lower cost of storage per unit. Risk bearing economies of scale would mean that they can spread the risk over different areas of the country or different countries.   So if there is a change in demand in one area or there is a crash in the economy, they can depend on their other sections to hold the company up.   They are large companies and new competitors would need large financing to set up and advertise in a highly competitive and already saturated retail market.
If one firm decides to increase the price others will follow, by lowering their prices, this will enable them to keep hold of original customers and capture new market share of the old company. This would be the case of M&S if they were to   kept here prices high they are likely to lose there customers to another more cheaper substitute. In this oligopolistic structure the best strategy 

would be to keep prices the same as they tend to be rigidly set due to the companies interdependence changes of the demand curve.

M&S have been retail giants for a long period and have gained sufficient competitive advantage and in 1998 M&S where the countries most profitable retailer valued at nearly 20 billion, (see appendix) Part of M&S success is due to their good reputation for producing quality goods both in food and clothing. M&S has a strong relationship with its suppliers and a strong "Brand Image" which has taken years to develop. M&S have had a consistent record of success and profitability until recently when they experienced falling sales. They were unprepared for this slump and while they were expanding the business their competitors were strengthening 

The decrease in sales was probably due to the lack of innovation, (See appendix). M&S seemed to have �lost touch' with what consumers wanted and therefore they were going elsewhere. Some thought they had got too complacent as the market leader. M&S was losing out because the lack of clothing suitable for younger customers. Most of their clothes were aimed at the older generation; they were losing out on custom from younger women. The loss of competitive advantage could have been blamed on the fact that they were being product orientated instead of market orientated, not listening to customers.

M&S also needs to look at its

pricing strategy's because for a long time they relied on their strong brand image to allow them to charge the premium prices. However with recent sales falling dramatically this would be a key area for them to review. Consumers are now looking for cheaper alternatives especially in clothing because trends are always changing. Cheaper forms of production such as moving areas of production abroad where labour is cheap has allowed companies to spend less and therefore sell items more cheaply. M&S products have become more elastic as people are no longer buying into the brand and go for cheaper substitutes. The diagram below shows how the product is elastic, people will still buy the products at a higher price as they buy into the brand image however a small amount of customers will be lost due to cheaper alternatives as illustrated below;



M&S were too busy concentrating on expanding abroad and as a result the UK sales started to drop. M&S did not spend a lot of time or finance on advertising. It was a policy of there's to run a low key advertising campaign and relied heavily on their strong brand image and prominent location of their stores to promote new ranges. Also M&S moved production abroad   in order to keep production costs down but this resulted in roughly 60,000 jobs being lost in the British textile industry, and that brand image of 100% British clothing was hindered which would

have caused many consumers to feel let down. (See appendix)

The demand for their clothes fell rapidly shifting their demand curve to the left as sown in the diagram. 

M&S have used "non price" tactics for example offering 10% off all shopping when they open an new account card and have introduced the new &More credit card which allows customers to earn points and get money off.   These are to encourage customers to stay loyal and give M&S the opportunity to directly mail customers. This type of competition in this Market is that of Game theory. This is where one company analysis its best strategy which will enable them to gain larger pay offs. This means that if the competition can see that this type of strategy is successful they in turn will follow. The firms try to anticipate the other competitors' moves. A situation in which an intelligent decision are necessarily interdependent players trying to maximise their pay offs (profits)

The business needed a complete overhaul, if M&S were to win back their market share. The man appointed to help M&S recover was Belgian retail boss Luc Vandevelde. The company realized that they were ignoring customer's needs and wants. They invested more into research and development in order to identify what consumers wanted and what areas they most needed to improve. They introduced new brands such as "Per Una" by George Davis who successfully built

up clothing chain NEXT and the GEORGE range at ASDA. The aim of "Per Una" was to "banish mass market image" and appeal to a more youthful market. (See appendix) They invested more money into advertising and had big celebrity names like David Beckham to back a new range of children's clothes.


By closing nearly all overseas ventures and by flooding the UK market with resources M&S where able to concentrate on sectors of the UK market that had been underachieving, such as lingerie, without having to worry about the fall in foreign markets. (See appendix) M&S concentrated on UK retail "securing a turnaround in performance" .In May 2001 M&S opened another 48 stores, open 7 days a week. It opened 11 of its stores for 24 hours, this will have helped when trying to re-gain competitive advantage as there was sufficient evidence for a demand for this service.

Over Christmas M&S faced a problem just like many other UK high street retailers. It should be expected that low interest rates of 3.75% in January 2004 only reaching a high of 4.75% in August 2004 Bank of England website that consumer spending would be high due to the low cost of borrowing money and more and more people taking out loans and using credit cards.   This has not been seen and most firms have reported slow sales in the lead up to Christmas 2004.   M&S brought out their post Christmas report early, confirming fears of "successive

sales in the 13 weeks to January 1 were down by 6 per cent - the fifth quarter in a row to see declining sales" Financial Times website.   This shows that one reason for the downturn in sales may simply to a low footfall on the streets.   Like most high street firms, it seems that they have been trying to draw in customers by bringing forward their January sales.

M&S have had to dramatically rethink their strategies and their position within their market.   Before August 2004 M&S had the largest share of the clothing retailer market at 9.1% but in August Wal-Mart with its Asda stores and George range took the top spot with 9.4%market share and left M&S static at 9.1% fibre2fashion.com.   So where have they gone wrong and, how can they turn things around

Firstly look at where they stand within a market.   A simple way of doing that would be to apply Porter's four general strategies.   This is a way of classifying companies in a general market.   It looks at to main ideas, are they aiming at a mass market or a niche and second, are they a "cost leader" or a "Product differentiator" Nuffield Economics and Business Studies. So by looking at the chart below it can be said that M&S are trying to appeal to a mass market but without having to use price as their main weapon.   So they have to make the quality of their product of a higher standard than most of the market but without being over priced.

"Value for Quality".

Niche

Mass

Cost Leader Aldi, Costco Asda, Summerfields
Product differentiator Harrods,
Fortnum & Masons Marks & Spencer,
      Tesco

The UK Government has a huge impact on the operations and trading of UK companies and now that we are part of the growing European Union, businesses must also comply with European Laws.

M&S employs over 60,000 people in the UK alone, both the UK and EU government set legislation to protect employees. In April 1999 the UK government introduced the National minimum wage, (£3.60 per hour for adults). This was introduced to help low paid workers, minimise unemployment, to give a better incentive to work and to increase productivity. M&S would have to abide by this legislation, as well as others set by the government: race relations act (1976), disabled persons acts (1944, 1958, 1981), health and safety at work act (1974) equal pay act (1974), employment protection act (1974), employment acts (1980, 1982) and the sex discrimination acts (1975, 1986). Business Studies, Pat Bond & Jill Martin

As well as being affected by the laws set by government, M&S will be highly affected by decisions the government make about the economy as whole: Changes in taxes, interest rates, yearly budget and government spending. For example the government may want to increase aggregate demand (the total demand for a country's goods and services),

and use Fiscal and Reflationary policies to do so. Lower tax rates, higher government spending, and lower interest rates will encourage people to save less and spend more. Therefore hopefully causing a boom for M&S sales. Government always try to keep the rate of inflation low, if the rate of inflation rises it will have a direct influence on M&S because the costs of raw materials will increase, transport costs will rise and company will have to increase their prices, resulting in less consumer demand. It is important that M&S forecast to allow for these variations and they are prepared for both rises and slumps in the market.

The competitions commission is a government agency that investigates, mergers monopolies, anti competitive practices, the regulation of utilities and the performance of pubic sector bodies. Cambridge advanced economics, Colin Bamford .In June 2004 the Financial Services Authority a City regulator investigated "suspicious transactions" in M&S shares prior to the £8.5bn takeover bid by Philip Green, however investigators did not find evidence to support allegations of insider dealing and the case was closed. The Guardian website.

The EU is having more of an impact on UK businesses, M&S will have to follow EU regulations such as the heath and safety regulations, employment regulations and standards set for goods and services. Since 1993 it has been easier for EU member

states to trade with each other as custom controls have gone and there are now no taxes on goods imported between EU countries. The UK is ever becoming a larger part of the EU and it appears likely that we will at some point join the European Monetary Union (Euros), a government decision that will have a massive impact on the economy. Marks and Spencer have looked into this and predict that simply replacing their electronic tills would cost a staggering £100 million. This figure would include new computers, tills, soft wear, implementation and staff training. Business studies Ian Marcouse

M&S are a company who pride themselves on Corporate Social Responsibility and go beyond the acts of law to ensure fair ethical trading, environmental respect and investment into workers, through setting their own policies: Ethical trading initiative base code and Animal welfare policy M&S Website These are also good selling points for the Company as shoppers are much more aware with company behaviour, and have won M&S awards such as the �business in the community award 2004'.

There are a number of different divisions within the M&S structure which are UK retail, international retail, and financial services. Firstly overall M&S made a profit before tax of £805m which is up 6.0% on last year with the annual turnover in 2004 being £8,301.5m. The operating profit for International retail taking into 

account all the costs in 2004 was £44.2m. The international retail is split up into two sections; one being the M&S branded business, which made up most the international profit, made a profit of £41.8m the other being the kings super markets also owned by M&S making a profit of £2.4m. The financial services part of the business had a good year in 2004. Profits were down from £86.4m in 2003 to £50.6m operating profit in 2004 but the underlying profit for this part of the business was £89.5m. The underlying profits were impacted by the release of the "&more" credit card where £300m of balances were transferred and also the increased costs of running an enlarged credit card business affected profits too. Even taking all this into account the release of the "&more" card was a success with 2.1 million customers signed up the credit card, making it within a year, a top ten credit card operator within the UK. The third and subsequently largest part of the M&S company structure is its UK Retail division. UK retail in 2004 had an overall operating profit of £728.1m with an annual turnover of £7, 2159.8m. M&S UK retail has 375 stores in the UK which is considerably more than in other countries which all together comes to 198. Obviously for such a large amount of stores costs will high for such a large infrastructure of stores to run effectively. Overall the UK Retail operating cost is £1,835m in 2004 

which is up by 1.2% from the previous year.

For such a large amount of stores to run effectively there needs to be a complex logistical system in place. In 2004 the logistic costs were £310m, this probably seems quite high but when you think how much a company like M&S relies on a good logistical system the spending seems justified. For such a large retail operation there needs to be a sufficient amount of employees in place to deal with the demands of the business. Marks and Spencer's biggest cost is its employee costs. Out of £1,835m overall costs for UK retail in 2004, £912.8m of which is for employee costs. This is subsequently down from the previous year by 1.3%. Another aspect to ensure the business run effectively is the upkeep of its properties. Property, repair and renewal costs were £323.6m and depreciation of the value of M&S's assets was £227.3m in 2004. Finally all, other operating costs for UK retail in 2004 was £371.3m, this cost is largely from improving business efficiency and IT costs to support company growth initiatives. Above is highlighted the costs and revenue created by M&S.

M&S as a business is aiming to maximise profit, in economics this type of firm is known as a "profit maximize". For a firm like M&S to grow revenue needs to increase and costs need to reduce, the profitability at each level of output will therefore improve. This is highlighted in the diagram

below:

In this report we have looked from different economic perspectives how M&S operates. M&S were the market leaders but have lost their competitive edge, M&S will have to reassess its pricing strategies and target markets in order to keep innovating to keep up with the competition and win back market share. M&S should continue to develop its non price strategies to keep ahead of competition. As a company it should look at other game theories to asses its future plans and strategise ways to stay ahead of the competition in order to protect profits and its important market share.   
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