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Tesco- porters five forces
Introduction
This document will cover a porters five forces analysis which was established by Michael porter this allows businesses such as Tesco to see the what their threats are and what influences are imposed by the suppliers and buyers.
Rivalry between existing competitors 
Tesco’s rivals are other supermarkets that are part of the “big four” as they are the closest to the huge market share that Tesco has of 27.8% with Sainsbury's behind on 15.8% the others include Asda who is just below Sainsburys and Morrisons who are slowly lagging behind (N/A, 2017). these are the closest Tesco has to a threat as they target the same consumers and offer very similar products and services which increases the competition as they must find ways to make themselves different from the others. 
recently due to the growth of the discount shopping the likes of Aldi and Lidl can eventually catch up in the big four as they have experienced a growth in market share that Aldi and Lidl are now almost within reach of matching Morrisons market share meaning that these are forces that could eventually get on par with the existing brands such as Tesco. 
“The dramatic growth of Lidl and its rival Aldi since the financial crisis has transformed the grocery market in Britain, putting pressure on the established supermarket chains Tesco, Sainsbury’s, Asda and Morrisons.” (Narwan, 2018)
Below is an image of the decline in market share in higher-end markets from 2015 to January of this year top line being 2018 bottom line is 2015 this shows the increase of the smaller discount stores with a lot of limited branded products
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Table 1: Change in market share 2015 to 2018 in Great Britain (kantarworldpanel, 2018)


It has also been rumoured in the guardian that Tesco is also creating a new kind of store that sells very limited products at discounted prices to compete with growing stores such as Lidl and Aldi
“The new chain would offer a far more limited range of products than the average Tesco store, at around 3,000 compared with the 25,000 different items often available in a Tesco Extra.” (brignall, 2018)

 Threat of entry 
Tesco threat of entry is next to none although according to ben lobel’s article in 2016 on smallbusiness.co.uk:
Small business survival rates are as high as 91 percent after one year of trading” (Lobel, 2016)
 But he then goes on to say that after the first year of trading only four out of 10 will continue within a 5-year period.
smaller businesses do not have much chance of entering the same market as Tesco as it has already an established brand along with the big four which means that smaller businesses would find it harder to compete and if they did manage to they would find it difficult to survive due to the low market share that they would likely have. Due to the supermarkets dominating the grocery market it is near impossible for small businesses to compete posing an insignificant threat to Tesco.

the threat of substitution 
this for Tesco can be considered very low as they see such a wide variety of goods within their stores it is hard for people to substitute them for anything the only thing that could be argued for a substitute would be if someone sold the same thing but in a different way for example service and experience or a new way to shop for example with Amazon pantry which is a different experience of shopping as it is online only and allows you to order food and non-food groceries online like Tesco but with the amazon prime bonuses. Also, Aldi’s and Lidl’s limited but discounted goods could be a substitution due to the way the stores operate and the experience rather than the products and service.





Buyers bargaining powers 
As Tesco relies on its customers(buyers) to survive the buyers can exude a significant amount of influence on Tesco as people are rational and know that they have the option to shop elsewhere to find the same product for a cheaper and more worthwhile price edging Tesco’s to rethink the prices and potentially reduce them to entice the customer to return to their store to back this up a quote from Porter's book 
“Buyers, sure that they can always find alternative suppliers, may play one company against another.” (Porter, 1980)


Suppliers bargaining powers 

Tesco’s power over suppliers such as farmers is is high as the suppliers they work with can be easily replaced considering the number of partners and contacts they have this allows them to potentially bully suppliers. Tesco has also been known to treat their suppliers unfairly as the watchdogs told Tesco to change the method that they use to deal with 

“suppliers after finding the supermarket had deliberately delayed payments to boost its profits.” (butler, 2016)

On the other hand, however, when talking about getting supplies from larger suppliers such as coca cola the suppliers bargaining power is a little higher as the supplier can get things on their terms as they have a product that Tesco wants and cannot get by any other means. Showing that depending on who the supplier is and what they supply can affect the bargaining power.

Conclusion 

In conclusion after looking at each step of porters 5 forces this essay shows that Tesco has a very competitive rivalry with others stores and constantly having to make changes and additions to stay ahead of the competition, conversely, they have a very low chance of encountering new competition due to the low threat of entry and low chance of substitution due to their range of products and service. In terms of suppliers bargaining power is very dependent on what is being supplied and how easily changeable they are, but the buyers/customers power can be substantial in when dealing with price changes and challenges. 
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