Porter’s Five Forces are used in many businesses to help them plan in the future (Morrison, 2011). This essay will look in more depth at how it is applied in businesses. Although this theory varies between different industries, this essay will focus on Tesco and how Porter’s Five Forces applies to their business.
Porter’s Five Forces allows businesses to look at how approachable a certain industry is to enter and the five forces that businesses look at are the threat of entry, threat of substitutes, bargaining powers of suppliers, bargaining powers of buyers and the extent of rivalry between competitors (Johnson, et al., 2011). 
Since being founded in 1919 (Tesco PLC, 2018), Tesco has become one the leading retailers in the UK, along with Asda, Sainsbury and Morrisons, they have created a considerable strong barrier to new entrants. The UK retail industry is mature, therefore there is little to no change for new entrants to make a significant impact on Tesco. When the retail industry was in the introductory stage, it was easier to enter the market since there were no powerhouses in the industry, however, due to the size of Tesco today, it is extremely difficult to enter the market. It would require an extremely large amount of capital investment to make a brand name established as well as time-consuming for planning authorisation from local government. 
The threat of substitutes with Tesco would be quite common in the retail industry since there are many supermarkets and other convenience stores that deal with similar products and services Tesco provide. Subsequently, supermarkets such as Asda, Morrisons and Sainsbury all have similar prices for products as Tesco. The option of having a substitute to Tesco gives more benefits to buyers than Tesco themselves. To counter this, Tesco must improve the quality of their services and products or lower prices where customers would see value in their products and services. In recent year Tesco has also found out that many people would rather smaller stores compared to the larger Tesco Extra ones (Fortune, 2014). Tesco has opened many smaller Express stores in smaller local towns, so people can pick up items regularly rather than doing a once a week big shop. By placing Express stores in smaller towns, it lowers the threat of substitutes in convenience stores in many places.  
The threat from suppliers to Tesco is quite low because due to the size of Tesco, they often determine the price they want to pay suppliers. If suppliers do not agree on a price with Tesco, they may not have any sales, therefore agreeing with Tesco will bring positive impacts with both parties and it could also be considered that suppliers of Tesco are dependant on Tesco. Suppliers generally negotiate a contract with Tesco, however, most of the time, Tesco will purchase supplies on credit, paying them a later date (Butler, 2016). Although this is not ethical, it boosts Tesco position in the retail industry by increasing profits and by increasing profits this further improves their market share.
Customers are the ones who control the market, and this is buyer power. The power of buyers can sometimes force large businesses such as Tesco to lower prices. For example, in recent years Aldi and Lidl have become more of a threat to Tesco since they offer good quality products at a lower price compared to Tesco. Aldi and Lidl have forced Tesco to lower their prices since they have been gaining more market share each year (Poulter, 2014). Buyer power becomes more influential when there is a substantially lower number of buyers compared to sellers. For Tesco to succeed they must focus on the needs and interests of customers since accessibility to online retailing is now open to customers. It cost nothing to customers to switch brands or stores, however, it will cost Tesco much more to lose customers to another brand and it is also proven that it costs around 5 to 25 times more to gain new customers compared to retaining current customers (Gallow, 2014).
The last factor to be considered is competition. In the retail industry where Tesco is focused in, there are a large number of competitors such as M&S, Asda, Morrisons and Sainsbury and since this industry is so big in the UK there are many things that should be taken into account for. For Tesco to stand out, they should look at their both fixed and variable costs. Although this is dealt with internally in the organisation, it can improve the overall performance of the business. Asda is Tesco’s direct competition and in 2014 they claimed to have increased their market share in the industry (BBC, 2014). They claimed that sales increased by 0.5% for newly opened stores and with slow market growth means that it intensifies the market rivalry, threatening Tesco’s market leadership position (Mckevitt, 2017).
To conclude, it is highly possible for Tesco to continue to operate the way they are now in the retail industry. Although some of their methods are considered to be unethical, they give good results in profits and market share. It is also highly unlikely for another organisation to enter the industry and challenge Tesco due to the sheer size of the UK large supermarkets including Asda, Morrisons and Sainsbury. Their main focus should be on their customers since they are the most significant part of Porter’s Five Forces to Tesco. 
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