Azan Ali Shah – The Global Business Environment - 1706936
Tesco is as British based, international organisation; it is one of largest grocery and universal retailers in the world. Tesco has revenue of approximately 55.9 billion, in 2017, the multinational organisation employees over 470,000 people. They have 6,809 stores that are operated in 14 countries across the world. Tesco is mainly active within Asia, Europe and the USA, there head office lies in the UK [TPLC, 2018][GRUT,O 2018]. Tesco sells food and non-food items, across all of their stores, including in there Express and metro stores which are located by neighbourhoods, and also in petrol stations which are owned by the company. Moreover Tesco runs an online retailing service on their website, where consumers can purchase goods, and have an option for home delivery on selected items. Tesco also provides, Insurance, broadband, and Wi-Fi packages, through their personal finance scheme. 
	
The Porters model of competition was developed by Professor Porter in 1980, it is a five piece model that is aimed to detect factors which are probable to affect an organisations competitiveness, it determines the productivity and profitability in an industry. The model allows organisations to choose the appropriate strategy, which will then give it a competitive opportunities and an advantage over other competitive pressures in the same sector. [Hinde p203]. The five forces that Porter mention are, The threat of new potential new entries, threat of substitutes, the extent of competitive rivalry, bargaining powers of suppliers  and the bargaining power of buyers. [Morrison  2011]

Majority of organisations, like Tesco depend on their suppliers  and partners to a certain degree, so that they can get there raw materials/products to then be able to resale. The bargaining power that suppliers have on an organisation like Tesco is low this due to the fact that Tesco is a already well established multinational organisation, that has a high reputation as one of the world leading retailers, suppliers rely on large organisations. [Mansell 2018].This means that there suppliers such as Noble foods and Yeo valley, and partners  are prone to be reasonable and meet a fair demand  to suit the supermarket, as they would not want too loose the contracts that they have with Tesco. This indicates that the negotiations that Tesco has with their suppliers are affirmative, that they get the lowest price that they can possibly get. [Tesco2018].


The bargaining power of customers is down to how easy it is for customers to drive down prices of products and services. Bargaining power is important is it can help keep loyal customers or it can dictate if they switch to products/services of a rival [Hinde p204]. For example, if a product is being sold by both Tesco and Sainsbury’s and the product is considerably cheaper in Sainsbury’s the customers are more likely to go to the supermarket where the same product is on offer at a lower price. Hence, the bargaining power for Tesco is high.  It’s been proven that customers are more appealed to lower prices. [Connell 2011]  Besides, Tesco provides an online retailing, therefore products can be easily compared to others when selected, and buyers can potentially switch brands if there is a distinctive difference in price. 

The threat of substitute product can potentially be a threat to businesses, and affect their overall profit margin and there pricing policy. For example, the potential threat is rival companies, such as Asda bringing out a substitute product that is more advanced than a product that Tesco supplies, for Tesco to compete it would then mean it would have to drop the price of the product [Hinde p205] However, in the grocery retail the threat of substitution is low for food items. Tesco also provides non-food items which have a moderate threat as customers might prefer items such as clothing to be branded.. In the grocery industry, the substitutes for large organisations like Tesco’s are local off licenses, premier inns and spars, these are not are deemed as a threat as Tesco offers Good quality products at a reasonably low price. In addition Tesco has express stores that challenge these off licenses. [TPLC]

The extent of competitive rivalry is essential when an organisation, is choosing its competitive approach. In addition, Competitive rivalry is higher when there is potential for new businesses to enter the same industry [Hinde p204] In the grocery retail sector, the amount of competitive rivalry is high. Tesco’s highest competition is from large supermarkets in the same industry. These include Sainsbury’s Moriston’s and Asda, likewise these organisations are well established internationally, these four organisations are known as the big four. [Downie 2018] These companies all compete with one another with quality, products, price, offers, discounts and campaigns. [Perkins 2014]. Tesco is at the top of the grocery retail industry, it has a 27.92% market share, trailed by Sainsbury’s at 16%, Asda at 15.4% and Morrison’s at 10.3%. [Neilan 2017].This shows that Sainsbury is the lead competitor to Tesco out of the big four. All the big four have seen a decrease in market share this is down to competitive rivalry from other competitors such as Aldi and Lidl, who have a combined market share of 11.9%. [Neilan 2017] This illustrates that competitors have made the rivalry higher.

The threat of new potential entry in grocery and universal retail sector is low. For an organisation to go into the same market as Tesco and to be even considered as a potential threat, it requires a vast capital investment. [Mansell]. The companies that are potential threats already have a well-established name. For a new organisation to be a potential threat it must offer a service and a product exceptionally better and at a low price. 

[bookmark: _GoBack]Concluding, from research I have figured out that the five models, by Porter, gives a good analysis of the competitive environment that Tesco is in, it can also be used as a tool to give a competitive advantage of competitor in the same industry. Tesco is already a well-established multinational retail giant. Thus, when looking at the five forces, Tesco is mainly at a low risk from all. Out of the five, Tesco is only at a high risk from competitive rivalry and bargaining powers of buyers, but this is understood as when u are one of the world leading retailers that is expected. However, to deal with these complications, Tesco has specialists employees in these fields that deal with this problems, thus Tesco secures its leadership as one of the world’s leading retailers.
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