Applying Tesco PLC to Porter’s five forces

I will assess the competitive environment of the international organisation, Tesco PLC.
Tesco plc, trading as Tesco, is a British multinational groceries and general merchandise retailer. It is the third-largest retailer in the world measured by gross revenue and ninth-largest retailer in the world measured by revenues.  It has shops in seven countries across Asia and Europe and is the market leader of groceries in the UK (where it has a market share of around 28.4%). (WIKIPEDIA, 2018)

Porter’s Five Forces

The tool was created by Harvard Business School professor Michael Porter, to analyse an industry's attractiveness and likely profitability. Since its publication in 1979, it has become one of the most popular and highly regarded business strategy tools. (CONTENT TEAM).
The five forces include 1. Threat of new entry. 2. Buyer power. 3. Threat of substitution. 4. Supplier power. 5. Competitive Rivalry.
Taking these forces into consideration and applying these forces to an organisation such as Tesco PLC, organisations can understand their competitive situation and plan their strategy accordingly by analysing and understanding their strengths and weaknesses. 
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Applying the five forces to Tesco PLC

Competitive rivalry analyses the amount of rivals the organisations has. Tesco PLC are considered to be an Oligopolistic organisation where a few organisations dominate the majority of the market. Tesco’s Rivals are considered to be Sainsbury’s, Asda and the fast growing Morrison’s. During this time, Tesco have a significant lead on Sainsbury’s and Asda almost enough to be considered a monopoly however there is a potential Sainsbury’s and Asda merger that could end Tesco’s comfortable reign. 

Tesco and Morrison’s were neck and neck as the fastest growing of the big four – both clocking in sales growth of 2.7%. (MCKEVITT, 2018)
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Grocery organisations avoid price wars, thus the pricing is of their products cannot be the pivotal factor. However Tesco must keep relying on their good quality products and customer service, wide range of products and their promotional offers such as their famous club cards. Tesco’s advantage of their customers are still rewarded by their consistent discounts and price cuts and their offer to discount their price if the product sold is cheaper elsewhere.
The next force, supplier power asks how much power Tesco have over their suppliers. Because of the high amount of suppliers Tesco have, Tesco have more power over the majority of its suppliers. However big super suppliers such as Unilever may be a different story as Tesco may lose a lot of market share to its competitors if Heinz stopped supplying for Tesco. This is because a lot of customers will not buy any other products for beans for example, other than Heinz (there are not many replacements). On the other hand, if smaller suppliers threatened Tesco to cut ties, Tesco would be able to find replacements or afford to lose that small sector of their products due to the wide range of products they already offer. Most suppliers, on the other hand, depend on Tesco significantly to sell their products as Tesco are the leading supermarket in the UK.
Popular products including Marmite and Pot Noodles have been disappearing from Tesco shelves amid a dispute between the supermarket and supplier Unilever. (BBC, 2016)
Buyer power is another force to be considered. Tesco’s relationship with its customers is very healthy due to their focus on customer service and satisfaction. Although Tesco have a bit of power over their customers in that they have a lot of customers, they are and should still be weary of losing customer support hence market share as there are easy alternatives for customers to switch to a supermarket such as Sainsbury’s or any other supermarket’s as the prices and quality of products are very similar. In other words, although Tesco have a certain extent of power over their prices, they rely on customer satisfaction for their success and therefore must offer good value for money to its buyers.
Threat of substitution has been considered briefly throughout the five forces. However this force helps you consider the possibility of changing trends. For example, if incomes in the economy keep rising and people start eating out in restaurants more regularly, Tesco and all other supermarkets will lose sales. In the past this force has been tackled successfully by Tesco as they had seen that online grocery shopping was soon to become a vital trend in the market hence offered a free dot.com service for its customers to shop at Tesco in the comfort of their homes. 
The final force to be considered is Threat of new entry. This factor asks how easy it is to enter the grocery market. In Tesco’s situation, it is very hard for an organisation to start up and compete with them because of the vast power they have in the market. Smaller businesses can successfully make profit and prosper in the grocery market but are very unlikely to single-handedly threaten Tesco’s market share. However with many small businesses starting up such as convenient stores and well established stores growing, Tesco’s market share is slowly being chipped away. A threat Tesco are facing however are smaller businesses merging and becoming superstores that threaten Tesco’s reign. Also, smaller rookie businesses such as Aldi, Co-op and Lidl are growing rapidly, taking shares from the 4 main oligopoly businesses.
Discount chains Aldi and Lidl boosted their market share to new record highs of 7.3 per cent and 5.3 per cent respectively in the last quarter, new figures show. (CHAPMAN, 2018)
Conclusion
Looking back at all the five forces, the PLC are in a good positon in all of the factors. Still being considered an oligopoly the main weakness in Tesco can be seen as the competitive rivalry they have with the other supermarkets. Due to competitive pricing and for the good of the economy, the government will not allow Tesco to become a single monopoly without competition and therefore Tesco need to continue to keep customer loyalty and satisfaction up in order to continue in its success. 
The strength can be seen as the good relationship they have with all their suppliers and customers making good, fair use of their power over their suppliers and keeping their buyers happy and a pleasure doing business with. 
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