
5 FORCES OF COMPETITIVE ANALYSIS BUSINESS PLAN

One way to analyze your competition is by using Porter's Five Forces model to break them down into five distinct
categories, designed to reveal.

Nike and Adidas, which have considerably larger resources at their disposal, are making a play within the
performance apparel market to gain market share in this up-and-coming product category. Threat of
Substitutes Substitute goods or services that can be used in place of a company's products or services pose a
threat. This strategy has allowed the company to maintain its low costs over the years. If a business has just a
few powerful buyers, they are often able to dictate terms. Taken this altogether, the threat of substitutes in the
airline industry can be considered at least medium to high. One company may end up having little or no power
in its own industry if there is a variety of quality products are offered in the market in direct competition with
it. This looks at the number and strength of your competitors. Bargaining Power of Suppliers Companies in
every industry purchase various inputs from suppliers, which account for differing proportions of cost. It
requires both good research and development plus effective sales and marketing teams. She began freelancing
in and became a contributing writer for Business News Daily in  The switching costs for customers are also
very low and many players in the industry are similar in size see graph below leading to extra fierce
competition between those firms. He identified five forces that make up the competitive environment, and
which can erode your profitability. Companies can take measures to reduce buyer power by for example
implementing loyalty programs or by differentiating their products and services. When are barriers for new
entrants high? This reduces both the power of suppliers and the attractiveness of the market. A Five Forces
analysis can help companies assess which industries to compete inâ€”and how to position themselves for
success. A supplier may also be the only provider of a certain raw material. Supplier power. This is why it
becomes imperative to develop this model separately for every industry even if the same company is
competing across different markets and industries. In order to discover these alternatives one should look
beyond similar products that are branded differently by competitors. Competitive rivalry: Under Armour faces
intense competition from Nike, Adidas and newer players. Buyers can switch orders between supply
companies at a low cost. Taken altogether, it can be said that rivalry among existing competitors in the airline
industry is high. For many industries, this is the major determinant of the competitiveness of the industry.
Want create site? Energy drink like Redbull for instance is usually not considered a competitor of coffee
brands such as Nespresso or Starbucks. These are: The assumption that buyers, competitors and suppliers are
separate entities that never interact, never collude and never influence each other directly The assumption that
structural advantage or the creation of entry barriers is the source of value The assumption that there is always
low uncertainty which allows participants in a market to always be able to plan ahead and counter competitor
actions. Under Armour does not hold any fabric or process patents, hence its product portfolio could be copied
in the future. An assessment of how easy it is for suppliers to drive up prices. Threat of new entrants This
force considers how easy or difficult it is for competitors to join the marketplace in the industry being
examined. Such as:- Buyers purchase in essential qualities. When competitors are diverse, competition
becomes more volatile in their objectives, strategies, resources, etc. Figure 1: Five Forces Model Threat of
new entrants New entrants in an industry bring new capacity and the desire to gain market share. When the
dependency of the customers is high, the bargaining power of suppliers is enhanced. For instance, cotton
producers are in direct competition with the producers of polyester fabrics. These inputs however are very
much affected by the external environment over which the airline companies themselves have little control.
Moreover, it should be easy for them to switch from one company to another. The requisite expertise is
difficult to replicate and financial investments are significantly high. Alternatives and addendums While
Porter's Five Forces is an effective and time-tested model, it has been criticized for failing to explain strategic
alliances. Despite criticisms regarding its applicability in a much altered world, it remains one of the most
widely used methods of industry analysis. It is thus argued Wernerfelt [8] that this theory be combined with
the resource-based view RBV in order for the firm to develop a sounder framework. An organization must be
aware of its competitors' marketing strategies and pricing and also be reactive to any changes made. How
many potential suppliers do you have? A new entrant is likely to not have this kind of expertise, therefore
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creating a competitive disadvantage right from the start.


