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I have chosen to analyse NEXT for this essay as it is a well-known international fashion and home chain. I will be using Porters Five Forces to analyse their competitive environment. Next is a public limited company (PLC). According to their official website ‘The NEXT retail chain was launched in February 1982 and the first store opened with an exclusive coordinated collection of stylish clothes, shoes and accessories for women…Today NEXT trades from more than 500 stores in the UK and Eire and around 200 stores in 40 countries overseas. Over the last few years several larger format fashion and home stores have opened across the UK. In August 2011’ (Next at A Glance, 2011.)


1.1 What is Porters Five Forces and what is its purpose? 
According to “The Economic Times” ‘the five forces model of analysis was developed by Michael Porter to analyse the competitive environment in which a product or company works.’ (Economic Times, 2013.) Michael E. Porter said himself in the Harvard Business Review that ‘The extended rivalry that results from all five forces define an industry’s structure and shapes the nature of competitive interaction with an industry. (Porter, 2003). The five forces are displayed in source one.

1.2 Threats of New Entry.
New entrants in Retail brings threat and this brings strain on Next PLC by needing to use a cheaper pricing method and compressing expenses. NEXT PLC have to oversee all these possible threats build useful fences to protect its competitive and well-known brand. However, threat of new entrants to become a competitive factor Is low as NEXT employ over 49,000 people in 70 stores UK (Corporate Reasonability’s, 2018) over the years NEXT have been trading they offer a large range of products and services such as NEXT credit account (Buy now, Pay Later scheme). 

1.3 Bargaining Power of NEXT Suppliers.
Most clothing retail stores purchase their raw materials from hundreds, if not thousands, of suppliers. NEXT have accounted for, 82 suppliers for their UK stores (Manufacturing Sites, December 2017) and different suppliers manufacturing different items. With the UK brand not having that many in my personal opinion for how many stores they operate, the bargaining power of the suppliers is high. With the suppliers being in a powerful position to higher the prices with the knowledge that NEXT don’t have a backup plan and forced to comply. (A list of all NEXT PLC suppliers can be found on page 6 the reference page.)

1.4 Bargaining Power of Buyers
With the many new online shops popping up and existing well-known retailers on the market, buyers are always demanding and searching for the best offers and paying the minimum price. ‘Porters Five Forces of buyer bargaining power refers to the pressure consumers can exert on businesses to get them to provide higher quality products, and lower prices.’ (Wilkinson. J, 2013). If NEXT were to build a wide base of consumers, this can lower the bargaining power of the buyers. 




1.5 Threat of Substitute 
‘A substitute product is one that may offer the same or similar benefits to a company as a product from another industry. The threat of a substitute is the level of risk that a company faces from replacement by its substitutes.’ (Martin, August 2014). If a product of NEXT was similar to another retail store and can meet the customer needs in different ways (promotion, cheaper version ect...) this can make NEXT’s profits suffer as they will have to keep up with the bargaining power of buyers and either price match, or loose the consumers. If the threat of substitute is high, making the bargaining power of buyers also high, bargaining power of suppliers can also increase as NEXT product demand rises, the need for suppliers will also rise. However, to NEXT advantage along with their own branded products, they have hundreds of third party brands on sale such as Lipsy, Boohoo, Miss Guided and Quiz. This eliminates the threat of substitute as NEXT offers a wider range of products so it would save the customer shopping around. (Even though they’re selling them on behalf of another business NEXT would get a percentage of sales made) All the third-party retailers can be found on page6 6 in the references. 

1.6 Rivalry Between Existing Competitors
According to the website Hoovers.com, ‘What’s next in style is what concerns NEXT… NEXT targets customers in their 20s and 30s who are looking for stylish but affordable clothes…’ (Hoovers, 2018) the same website suggests that NEXT’s biggest competition are Marks and Spencer Group PLC, Arcadia Group Limited and Debenhams PLC. All three of these competitors make NEXT have a large competitive rivalry as all three stores are of the same size and offer similar products to NEXT. This is very intense on NEXT as they will have to keep up with trends but reduce costs to compete with these other large retailers. 
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1.7 Source: Adapted from Competitive Strategy: Techniques for Analysing Industries and Competitors The Free Press by Michael E. Porter, copyright © 1980, 1998 by The Free Press. 
All rights reserved.
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