The Global Business Environment – Porters Five Forces
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To demonstrate the framework of Porter’s five forces I will be using NEXT as an example for this report. Porter’s five forces was developed in 1979 by Michael E Porter of Harvard Business School as a simple framework for assessing and evaluating the competitive strengths and position of a business organisation (CGMA, 2013) Porter believed that by looking into and understanding the level of competitiveness, you could determine the success of that industry. He believes there are five forces acting upon an organisation that will determine this; competitive rivalry, threat of new entrants, threat of substitution, supplier power and buyer power. (Professinal Academy, n.a). The first NEXT womenswear store opened in February 1982 and by the end of July they had 70 NEXT stores around the UK. It wasn’t until 1984 NEXT launched their menswear line (NEXT, n.a). Today NEXT trades from more than 500 stores in the UK and Eire and around 200 stores in 40 countries overseas. The store ended their year last year (2017) with £4.1 billion worth of sales (NEXT, n.a)
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“High rivalry limits the profitability of an industry” - (Porter, 2011). There are constantly new entrants in the retail industry meaning the will gain market share and the rivalry between retailers will intensify. As the exit barriers are high and the products can easily be substituted because as there is low customer loyalty and there are not many new unique ideas to bring to the table. The biggest threat of for NEXT would be online brand ASOS, however NEXT does not show a competitive steak as they are progressing and keeping up with demand NEXT also have customer relationships by offering a NEXT credit account with loyal customers.

 One of the biggest sources of surprise In a marketplace is when a ‘competitor’ appears with a product so different they are not seen as real competitors until it’s too late (Changing Minds, n.a) When there are many different businesses competing for the same mark, profits will start to fall, to keep profits up businesses need to create high barriers to enter. The threats of new competitor is always high in retail with customers switching to the lowest costs. NEXT does not show its competitiveness as their entry barriers are high and their prices are always competitive. “Improving and developing NEXT product ranges, success in which is measured by sales performance” (NEXT PLC, n.a). The threat of new entrants for NEXT is low since they have their own unique selling points and keep up with demand. 
A substitute is a product that performs the same or similar function as another product. (Valuation Academy, n.a). A substitution product is something another business offers that is cheaper than the original or offers more benefits. NEXT offer the same products as other retail clothing brands, however NEXT have a priority to provide “wonderful quality” and “safe, functional and fit for their intended purposes” according to their website (NEXT PLC, n.a) NEXT also offer high end branded clothes that are also available with other retailers. NEXT own branded clothes are of a high quality and affordable prices meaning the threat of substitution is moderate.  To avoid the threat of substitution as much as possible defining your market is important for the organisation. When there are products on the market similar to one’s business with the same quality but less in price the threat of substitutes is high. 

“It is a key priority for NEXT to ensure we trade ethically, source responsibility and work to assure the safety and human rights of workers within our product global supply chain and service suppliers’ global operations” (NEXT Plc, n.a).  NEXT is a large organisation offering goods from clothing and shoes for men and women to homeware so they have many of suppliers worldwide. Focusing on their suppliers in Great Britain where the organisation originally started up they have roughly 65 suppliers. Airsprung suppling home furnishing, Arnold Willis & Co. Ltd supplying accessories and AJ Fashions Ltd supplying apparel these three supplies just being top of the list from many more.  Relyon Wellington is one of NEXTS biggest suppliers in Great Britain hiring 500-1000 and they supply NEXT with home furnishing. If one supplier was unable to supply for a NEXT retail chain the organisation would have to expand on other suppliers. 
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Some of NEXT Plc Great Britain’s Suppliers. 


Customers have a high bargaining power in markets where it is easy for the customer to swap between different products and services/products. The more knowledge the customer has about the product or services the higher their bargaining power will become. The presence of powerful buyers reduces the profit potential in an industry. Buyers increase competition within an industry by forcing down prices, bargaining for improved quality or more services and playing competitors against each other (MaRS, 2013). NEXT’s buyers range from toddlers, women and men clothing, and shoe to home furnishes.


Michael Porter’s “Five Forces of Competition Theory” is used as a tool to determine the principal competitive influence in a market. The strength of each of the five forces is never the same from one industry to another (Flynn, 2013). To conclude this essay, NEXT plc have taken each force into account and have high entry barriers to stop any rivalry organisations. NEXT plc is always expanding its products and services from making a partnership with well-known organisations such as Costa and Paperchase that are cooperated into the retail chains. 
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Great Britain

Airsrung Home Furnishing _|Canal Road Trowbridge Wilshire 8414 8RQ 100-500
Al Fashions Ltd Apparel [unit C Sawday Street Leicester LE2 W UNDER - 100
Armold Wils & Co, Lt Accessories [Station Road Uppingham Rutland LELS T2 UNDER - 100
Artfical Images Home Furnishing _[Frampton Industrial Estate Bridge Road Frampton On Severn Gloucestershire GL2 7HE UNDER - 100
Azura St Furnishings UK Ltd Home Furnishing _|Unit K Highfeld IndustralEstate West End Street Oldham Lancashire OLS Al UNDER - 100
Baker Furniture Limited Home Furnishing _[Romalckirk Road Metz Bridge Middiesbrough 152 1¥A UNDER - 100
Caldeira Home Furnishing _|Unit 2 Knowsley Point Acornfild Road Knowsley ndustril Estate Merseyside L33 7RD UNDER - 100
Candielight Products Ltd Home Furnishing _|Ustun House Waddingtan Way Aldwarke Lane Rotherham S65 35H UNDER - 100
Christy & Coltd Apparel [Unit 7 Witan Park Avenue 2Station Lane Witney Oxfordshire UNDER - 100
Corndell Qualty Furniture td Home Furnishing | Windrush Park Road Witney Oxfordshire 0X29 70Z UNDER - 100
Craig And Rose Limited Home Furnishing _[Unit & Halheath Ind Esate Crossgates Road Dunfermiine KYL1 7EG UNDER - 100
Creative Cosmetics Limted Home Furnishing _|Unit 7 Riverside Industril Park Wherstead Road Ipswich Suffolk UNDER - 100

MANUFACTURING SITES - Produced June 2018

Manufacturing Site Name

Product Type

[site Address

No of Employees

Doyle & Tratt Products Ltd

Home Furnishing

[Caryls Lea Faygate Horsham West Sussex RH12 451

UNDER - 100
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