1707424		Ella Williams 
A Report on the Competitive Environment of The Body Shop

[image: Image result for uwtsd logo]










Module Name: The Global Business Environment
Student Name: Ella Williams
Student ID Number: 1707424


List of Figures

Figure 1 – The layers of the Business Environment ………………………………………………………………3
Figure 2 - The Five Forces Framework…………………………………………………………………………………..4 
























Within this report will discuss The Body Shop’s competitive environment by using Potter’s Five Forces analysis. 
Every business starts for reason and they know they will have to compete against similar business like themselves, to become successful in the industry. Within the competitive environment creates opportunities and threats (Gerry Johnson, 2011). 
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Figure 1: Layers of the Business Environment

There are three layers surrounding an organisation, which is shown above. Out of all the layers the macro-environment is the highest-level layer and impacts organisations either to a greater or lesser amount. 
The competitor layer surrounds the organisation. Within the industry there will be many organisations producing the same products or services which creates a competitive atmosphere. Every consumer is different which means there is room for more than one organisation to have the same product or service. 
Organisations have a lot of competitors, so they need to make sure their target market purchase their products or services instead of their competitions’. The Porter’s Five Forces Framework help organisations identify the attractiveness of an industry in five different competitive forces (Gerry Johnson, 2011). Those are:
1. Threat of entry
2. Threat of substitute
3. Power of buyers
4. Power of suppliers and
5. The extent of rivalry between competitors. 
Porter personally thinks, if the five forces are high then industries will not compete against each other as there is no need. However, if there is a lot of competition then there would be a lot of threat for organisations (Gerry Johnson, 2011). 
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Figure 2: The Five Forces Framework

Every organisation should follow the five forces framework as it is a helpful strategic plan (Gerry Johnson, 2011). Without using it organisations may not be aware of the competitive market they have and might find it extremely difficult to compete against their rivals. 
For example, The Body Shop use the Five Forces Framework to help their organisation as they have competitors; Bath & Body Works, LLC and Lush. The Body Shop Internationally sell natural hair and skin products and operate over 2,500 stores in over 60 markets worldwide (The Body Shop International Limited Competition , n.d.).
The Body Shop confidently state how they are “never afraid to stand out from the crowd” and how their dedication to the business is “stronger than ever” (2017).
Every organisation sell their products or services within an industry. Johnson claims an industry is a group of organisations producing products or services that are similar (2011). However, there are many types of industries and organisations need to know which one they need to be in to be successful. The Body Shop sells their products in the beauty industry as they sell hair and skin products.  
Organisations like The Body Shop face new organisations coming into the industry they are in all of the time. This is when similar organisations sell the same product or service to the same customers as them which could be a huge threat as consumers might purchase from the other organisation causing them to close. The Body Shop are very unique as they make products that have not been tested on animals, are fair trade and are all natural. However, they would have to show consumers how their products are better than other competitors as product differentiation could become a major problem (Leslie Hamilton, 2015).
An organisation to come into the beauty industry similar to The Body Shop would take a lot of work to match. The Body Shop is a very strong company and has been around since 1976 so new organisations that come into the beauty industry like them wouldn’t affect them a lot as they have 30 million customers shop in store and online every year (2017).
However, the risk of substitute is high due to The Body Shop selling natural products. Consumers can make the products themselves with natural ingredients, as they can be bought in supermarkets. In the modern days we live in, consumers have started to make their own things to save money which can be worrying for organisations like The Body Shop. The organisation may lose some customers as they may start to make their own. However, not everyone has time to make their own products so this will not affect The Body Shop too much (Porter's 5 Forces of The Body Shop, 2017). 
The Body Shop also faces threats of their buyers. This is because if customers are powerful, they can then demand cheap prices which reduce amount the organisation make in profit, which could affect the business (Gerry Johnson, 2011). Consumers may look around different beauty stores and try and find the cheapest price for the item they are looking for. However, this could affect The Body Shop a lot. Although, they do a lot of offers to attract their customers which helps consumers choose to purchase at their store. 
Suppliers have a huge impact on organisations as they have a lot of power. Due to the organisation having a community fair trade program which they are committed to it means they will trade fairly with their suppliers. Within the program their suppliers supply them their finest ingredients in the world and the organisation allow the supplier to have a good future as they will continue business with them. They also work with small suppliers which makes it easier for the organisation to check their raw materials properly as they only use natural products (Porter's 5 Forces of The Body Shop, 2017). This shows how The Body Shop have a strong relationship with their suppliers.
There is always going to be rivalry between competitors with similar products and services that are aimed at the same target market, in the same industry. However, as the organisation is worldwide and has thousands of stores operated they should not have to worry too much. 
L’Occitane, Yves Rocher, Lush and Weleda are the main worldwide competitors as they all sell similar products that are made from natural ingredients. Maybelline New York have also started to threat The Body Shop because they are also against animal testing on their products (Adelia, n.d.).
Also, a lot of people can purchase body lotion, shampoo, conditioner and more of the essential beauty products in their local supermarkets for less which could affect the organisation a lot. However, consumers have started to become aware of products who do not test on animals and are 100% natural and would prefer to purchase them so The Body Shop would be an ideal store for a lot of people. The Body Shop have to put their prices either above their competitors to gain a profit or below so consumers shop at their store instead. 
To conclude, The Body Shop follow the Five Force’s properly and they can see all the problems they have come across in order to compete in the industry today. As they are very unique and have been around since 1976 you can see they have adapted so much and are a very strong organisation. 
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