Running head: BUSINESS STUDIES                                                                                             1                                      

BUSINESS STUDIES                                                                                                               4


Discussing and Evaluating Porter’s Five Forces in American Eagle Outfitters


Name
Institution

Discussing and Evaluating Porter’s Five Forces in American Eagle Outfitters
A threat of new entrants, the bargaining power of suppliers and threats of substitute services or products are Porter’s forces that influence American Eagle Outfitters significantly. The organization is impacted through new entrants involving apparel stores that embrace a strategy of lower pricing (United States Securities and Exchange Commision, 2018). The incorporation can handle the issue through innovations of new services and products. The second force influences the incorporation through supplier margins (Morden, 2016). American Eagle is affected where apparel stores obtain raw materials from a majority of the suppliers. An effective strategy is to create an efficient chain of supply and develop alternative product designs using different materials (Morden, 2016). The third force affects the organization because substitute products directly meet the needs of clients. The firm suffers low profit margins. Understanding the client needs and being service oriented addresses the challenge.
Rivalry among competitors and the bargaining power of buyers are forces that influence the incorporation through varied ways. The first force affects American Eagle Outfitters through intense rivalry that leads to decreased product prices (United States Securities and Exchange Commision, 2018). The resulting outcome is a decrease in profits. Building scale and sustainable differentiation will counter the challenge. Products will be purchased based on their uniqueness. The last force pressurizes the company where a small base of customers increases the rate of bargaining (Morden, 2016). To counter the challenge, the incorporation can increase the client base. Threats of new entrants and competitor rivalry are ranked highly as the threats of substitute products and suppliers bargaining remain medium. The buyers bargaining power is ranked low. The rating is justified through economic aspects that directly influence the company’s performance (Morden, 2016).Some differences exist in the rating through current market situations.
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