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Introduction

In this essay I will be using Porter’s Five Forces in conjunction with the international company Marks and Spencer’s. The essay will look at how Marks and Spencer’s are affected by Porter’s Five Forces, which is used to analyse the competition of a business overall.
	According to Marks and Spencer’s website, “M&S has grown from being a single market stall to an international, multi-channel retailer. We sell high quality, great value products to 32 million customers through our 1,025 UK stores and our e-commerce platform.” (Marks and Spencer's, 2018) As M&S have now grown into an international company, Porter’s theory will help to explain the challenges that they face with regards to their customers, suppliers and new entrants to the market.
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Figure 1 – Porter’s Five Forces Framework (Porter, 1998, p. 27)


Main Body

Although M&S have been an established brand for many years, they must still consider the threats and opportunities of new entrants joining the market. According to Sloman and Hinde (2007), “the ability of new entrants to enter the marketplace depends largely upon the existence and effectiveness of various barriers to entry.” (Hinde & Sloman, 2007, p. 278). The possibility of new potential entrants to enter the marketplace is highly unlikely as the market is already dominated by large companies such as M&S. The barriers to entry are relatively high as a lot of capital investment is required in order to reach the economies of scale that M&S operate on. (Hinde & Sloman, 2007) Even if a new potential entrant was to join the market, M&S pride themselves on the quality of their products and they have differentiated their products well from the competition. Therefore, the threat of new entrants to the market is low because of the number of barriers to entry.

M&S’s products are mostly aimed at the demographic with a high income therefore these will predominately be the buyers. According to G. Johnson et al. (2014), “If buyers are powerful, then they can demand cheap prices or product or service improvements liable to reduce profits” (Johnson, et al., 2014, p. 45). With regards to Marks and Spencer’s, they cannot drive their prices up too high as this will cause the buyers to buy from elsewhere, and M&S must abide with that in order to keep their large existing customer base. According to Statista [Website], M&S’s share of the clothing market is 52% which means that they dominate over half of the market. For M&S to uphold this share, they must ensure that their customer’s stay loyal, as it doesn’t cost the buyers to change where they buy their products from. (Statista, 2014-15). To conclude, the bargaining power of buyers is at medium level as they have a little power over the company with regards to their loyalty.

The threat of substitute for M&S is large because there are many other companies that could potentially offer a competitive advantage with their alternative products. Thus, by offering this, M&S would need to find a way to differentiate their products even further. One of the only things M&S have supporting their brand security is a patent on some of their products, which can put a small barrier up for other companies copying their designs. With regards to M&S’s food department, they have had to compete with similar supermarkets such as Waitrose, who offer almost the same products. Also, some consumers will buy roughly the same products from cheaper supermarkets such as Aldi or Lidl. This then proves to be a threat to M&S as other large companies can dominate the market just by having lower prices. Marks and Spencer’s offer their own brand more luxury food products which other supermarkets can’t be a substitute for, but this doesn’t stop customers from buying branded products from a rival supermarket. Therefore, the threat of substitute is large because of the amount of competition M&S face.

According to Worthington and Britton (2006) “The power of suppliers is likely to be high if the number of suppliers are few” (Worthington & Britton, 2006, p. 396). This is not rue about M&S because they have a large supplier base and therefore M&S hold most of the power. As M&S are now trading internationally they have a large number of suppliers who supply their clothes for example. When M&S first opened in Britain, most of their suppliers were British, but as they began to expand into global markets they began to have suppliers all over the world. With regards to the power they hold, as M&S hold their own brand of some clothing, the supplier’s power is relatively low because if they drive their prices up too high M&S have hundreds of other suppliers they can choose from, therefore M&S hold the power in this instance. Also, because M&S are operating with high economies of scale, they can change their suppliers easily and at a low cost to the company. To conclude, the power of suppliers is low as M&S have a large number of suppliers to choose from.

M&S’s main competitors would be more up-market companies. They compete with supermarkets such as Waitrose with regards to food, and they would potentially compete with Debenhams with regards to clothing. Although supermarkets such as Tesco would still be a competitor, M&S is mostly aimed at consumers in the higher wage bracket. According to Campbell and Craig (2005), ‘The way in which competitors behave towards one another can have a significant bearing on the profitability of companies in the industry.” (Campbell & Craig, 2005). This then means that when a company is trading in a marketplace, they will normally come across some competition. This competition could prove to be a massive threat to the company depending on its size. Waitrose is roughly the same size as M&S therefore they would be direct competition for M&S. Many customers and consumers are now using online shopping and click and collect to purchase products easily, and therefore the competition is growing. Even though M&S have integrated e-commerce into their company in order to reach all over the world, there’s always going to be growing competition as companies are using e-commerce in order to maximise their profits. M&S have also integrated a loyalty card scheme in order to try and eliminate competition and keep their loyal customer base, by having these cards, customers will feel like they’re benefitting from shopping there as they can receive discounts where other shops may not do them. (Marks and Spencer, n.d). The rivalry among competitors is high because each company tries to achieve a competitive advantage over the other.

To conclude, by applying Porter’s model, it can help to determine the business’ position in the market, and therefore help to understand the competition they’re up against. This model can be useful to M&S if implemented properly, as they are a large international company it can help to identify where there may be potential threats that could decrease profits. Although this model would normally prove to be a success, there are some limitations of this theory such as the fact that markets are moving and changing very fast and therefore the analysis would change from time to time and therefore will end up becoming time consuming to do. Lastly competition plays a major part in the theory as it implements the fact that the company is trying to get a competitive advantage over the competitors and maybe this may lead to the company losing focus on their main beliefs and values.
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