Teaching Materials (17)

Stimulus Materials

For most of the post second world war period the name of Marks and Spencer was considered to be the market leader in the High Street clothes sector. Whatever they produced we queued to get our size, shape and colour of the latest lines and the traditional items. They were kings of the merchandise revolution that crossed the Atlantic and with prime site locations they seemed unbeatable. Indeed, such was their confidence that they widened margins and accepted an image of being quite highly priced. 

However, others thought they spied a soft underbelly and attacked with vigour GAP, basis and others invaded and ate into the market share. Soon, it became trendy to shop elsewhere and the age group of M&S shoppers began to get older and older. The older they got the less they spent. New management tried various tricks but non-were successful. So, the new team has decided to import an outsider in yet another attempt to seduce us back into the once familiar surrounds of M&S. 

M & S have set out to lure back the fashion conscious woman into its stores with the launch of its new 'per una' (one-woman) brand. To do this they have hired George Davis, of Next and ASDA fame to design a trendier range of garments than we once associated with M and S. Last Friday, at an expensive range launch held in the flagship Marble Arch branch fashion buyers from across the United Kingdom were invited to view the new range. Ladies wear manager Alison Gregory said that early sales had 'smashed through our estimates. People were queuing up outside from early morning. ' Her team had reported to her that the image portrayed in the garments was just what buyers wanted to see and felt both excited and comfortable with the product range. The group had spent both time and money on market research and had identified their strengths and weaknesses. In addressing they hoped to become the market leader again.  

One satisfied customer with a trolley full of tops was quoted as' it's all absolutely beautiful.’  

Another obviously satisfied customer confirmed her conversion when she stated that 'Marks had got so fuddy-duddy in recent years and their Autograph collection was a load of trash, fat too expensive and all meant for size tens! ' She went onto add that the new range was nice, fashionable and cutting anew image for the store. We have to concentrate on offering the customer the quality of merchandise they expect. That means cut, style and at a price that is competitive. We must be seen to add value stated Alison Gregory. 

Another rather anxious shopper was quoted as saying' I hope they have got it right this time, then my shares will go up.' Whilst a female shop assistant was equally concerned for the success of the new line. She remarked that recent years had been demoralising and not just for the depressed share prices. Her main worry was that too 

many good staff had left feeling insecure in an environment that was constantly being attacked by the media. 

Perhaps calmer waters are now to be the next background against which this once proud brand name will have to manoeuvre. 

Questions 

1. Why did Mark and Spencer lose market share in a market they had previously dominated? 

2. How have M&S altered their marketing mix to address both their drop in sales and change in customer tastes? 

3. What is meant by (a) value added (b) competitive advantage (c) market leader and ( d) brands? 

4. The market capitalisation has increased during the years 2000 and 2001-why? 

5. Comment on the following figures (a) stocks and debtors and (b) Creditors Long and Short(c) Dividend per share and the current share price.

M & S at a glance




A


B


C

Turnover (£m) 

8244.00


8196.00


8076.00

Pre-tax profits (£m)
546.00


418.00


146.00(6 months)

Div per share(p)
14.40


13.20


11.40(interim)

Fixed Assets (£m)
4388.00


4242.00


4119.00

Stocks (£m)

515.00


474.00


473.00

Debtors)£m)

2356.00


2555.00


2629.00

Creditors(short(£m)
2030.00


2163.00


1982.00

Creditors(long) (£m)
878.00


931.00


1051.00

Market capitalisation

(£m)


11712.00

7201.00


7627.00

Some useful web sites covering M & S and retail trade.

www.Marks and Spencer.com 

www .Microsoft.com A Case Study on M and S 

Www.symbol.com/UK/Solutions/Case Study. A Case Study on M and S

 www .bbc.co.uk/business. Latest on retail sales and trends. http://retailindus1r.Y.about.com/indus!r.Y.htm A site dedicated to retails trade and all its data. 

www .royalbankscot.co.uk/economics/sector A site analysing trends within each sector of UK economy. 

www.bloomberg.co.uk/bbn/world_economy. A site that offers routes into a range of information and data. 

www.cior.com/news A site covering the majority of the UK retail sectors. 

The Theory 

So, we are in the realms of business and how it tries to survive in competitive 

markets. Obviously, the terms shown in bold Italics need to be entered in Glossary files and full understood. 

So, lets think about the theories that lie behind this week's topic. Good brands have equity and this needs to be built on.  Much of what is written centres on brands and how they are built and maintained. They are built by assessing how to attract prospective customers by: 

. price competitive factors 

. non-price competitive factors 

The former will require a business to look closely at the costs of it factors of production, the productivity of its processing of these factors, the costs of distribution and final presentation to the customer. Once again we need to be aware of the importance of costs i.e. Fixed, Variable, Average and Marginal Costs. To this we need to add an awareness of the revenue equivalents and how we aim to increase average spend per customer and therefore Total Revenue to the business. 

The economies of business efficiency mean that enterprise has to add value to input costs and in that way they can make a profit. The better the customer perception of the value added the wider the margins can be. So, to the economist we are talking efficiencies and these are also reflected in business decisions-think economies of scale, market structure/corporate size, down sizing, short term contracts, contracted out services and cuts in overtime and other labour costs.  You also need to think about the ways of carrying out market research and how it effects both the business and economic environment within which they work. Our two subjects do converge and that is important to appreciate. 

Moving through the topic article we also need to think about the use of: SWOT analysis, PEST 

PESTLE 

Elsewhere you need to appreciate how we try to achieve Competitive Advantage 

We also need to add an awareness of non-competitive factors such as:

· after sales service

· the application of science, design etc

· guarantees, warranties

· customer services

· supply chains, delivery dates, JIT

· the other factors that make a product ‘different’ from its main rivals/competitors

The above are also important to economists, we need to think how they influence our application of the theories of the firm, especially monopoly and oligopoly.

To further our knowledge bank we need to log in shares, how share price change in value and the problems presented by planning against an uncertain future. 

You will find each of these explained in the Glossary/Diagram Bank and a search of In the Know will show more detailed articles on Competitive Advantage and other important topics covered in the topic. It's interesting to note how many basic concepts of the two subjects we are studying can appear in just one piece of stimulus material. 

Guide Answers to last weeks questions 

1. A recession is two or more consecutive quarters of zero or minus changes in GDP figures. 

2. Consumer spending is closely linked with confidence as people relate to certain factors that influence their expenditure. The increased risk of unemployment, redundancy or short time might cause some consumers to cut their expenditure plans. Arise in interest rates or the fear of an increase might also cause a fall in consumer confidence. They will reduce credit card transactions. Other factors that might influence consumer confidence are political instability, the threat of war or 

. the talk of recession. All tend to cause people to cut back on spending, which might impact on aggregate demand and eventually employment. One might consider that it is almost a self-fulfilling prophecy-hence we a really being told that a recession will not take place, whilst the experts are telling us its already begun! 

3. A government can try to reduce the impact of a recession by: 

* reducing taxes 

.
* reducing interest rates 

* offering grants, subsidies and tax holidays. changing rules and laws 

4. Tesac -promote their value brand, introduce new credit systems, reduce lines being carried especially those which are aimed at people with higher levels of disposable income, put pressure on suppliers to reduce prices, cut costs, reduce prices. 

Barretts -offer discounts, subsidise mortgages, change the type and number of house types on estates, cut back on top of range houses, buy land but leave it undeveloped until upswing comes to the economy. 

Eurostar -reduce number and size of trains, offer discounts, different types of tickets/deals, cut costs, reduce investment. 

5 GDP is falling in parts of the economy (manufacturing), Investment is flat, manufacturing productivity is falling and there are signs of input prices starting to fall. 

