Understanding

Porter's 5 Forces

ANALYSING INDUSTRY COMPETITIVENESS AND STRATEGY
DEVELOPMENT




Presentation Overview

Infroduction to 5 Forces Model

The 5 Forces model is a framework for analysing industry competition and understanding
market dynamics.

Analysis of Five Forces

We will delve into each of the five forces to evaluate their influence on industry competition.

Implications for Businesses

Understanding these forces helps businesses strategise and adapt to competitive challenges.




Infroduction to Porter's 5 Forces

Understanding Competitive Intensity
Threat of

new entrants

Porter's 5 Forces model helps analyse the competitive intensity within an
industry, impacting overall profitability.

Attractiveness of an Industry
Bargaining
power
of buyers

Bargaining
power
of suppliers

The model assists organisations in assessing the attractiveness of their
industry by examining various external factors.

Threat of
substitute products

Strategic Positioning or services

Understanding these forces enables businesses to develop effective
strategies for positioning themselves in the market.




Overview of the Model

Threat of New Entrants

The threat of new entrants refers to the potential for new competitors to enter the market, impacting existing
businesses.

Bargaining Power of Suppliers

This force examines how much power suppliers have over the price of goods and services, influencing profitability.

Bargaining Power of Buyers

Buyers can influence pricing and demand, making their bargaining power a crucial aspect of the market dynamics.

Threat of Substitute Products

The threat of substitutes refers to the likelihood that customers will switch to alternative products, affecting market
share.

Industry Rivalry

Industry rivalry assesses the intensity of competition among existing firms, influencing their profitability and strategies.




Importance of the Framework

Assessing Competitive Pressures

Porter's 5 Forces model helps companies evaluate the competitive Potentl
pressures within their industry effectively.

competitors

Informed Strategic Decisions
Understanding these dynamics allows firms to make informed e aniting e

strategic decisions that align with market realities.

Market Positioning Opportunities
By utilizing the framework, companies can enhance their market

positioning and identify new growth opportunities.




Analysing Each Force

Understanding Competitive Forces

Analysing competitive forces helps in identifying key factors that
influence industry dynamics and competition.

Implications of Each Force

Each force has implications that can impact strategy formulation
and market positioning for businesses.

Industry Competition Analysis

Understanding these forces enables businesses to gauge
competition and adapt their strategies accordingly.




Threat of New Entrants

Understanding New Entrants

New entrants can disrupt existing market dynamics by offering
innovative products and services, challenging established firms.

Barriers to Entry

Industries with high barriers to entry, such as substantial capital
requirements or strict regulations, can deter new competitors.

Impact on Competitiveness

The entry of new competitors can intensify competition, leading to
price wars and reduced market share for existing firms.
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Bargaining Power of Suppliers

Control Over Pricing

Suppliers with strong bargaining power can dictate the pricing of their
products, affecting business costs significantly.

Limited Supplier Options

When there are few suppliers available, their bargaining power
increases due to the limited choices for businesses.

Impact on Profitability

High supplier power can reduce profit margins for companies that rely
on specific supplies or materials.
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Bargaining Power of Buyers

Influence on Pricing

Buyers can significantly influence pricing strategies, putting pressure on companies to reduce
prices to remain competitive.

Quality Control

The bargaining power of buyers also affects the quality of products, as companies strive to
meet customer expectations and demands.

Market Dynamics

Strong buyer power can reshape market dynamics and force companies to adapt their
business strategies to maintain profitability.
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Threat of Substitute Products

Understanding Substitute Threats

The threat of substitutes reflects the likelihood of customers opting for
alternative products that meet similar needs.

Impact on Competition

A high availability of substitute products increases competition, making
it essential for businesses to differentiate themselves.

Pricing Power Challenges

The presence of substitutes can limit pricing power for existing
businesses, affecting profitability and market strategies.




Industry Rivalry

Degree of Competition

Industry rivalry reflects the level of competition and can significantly impact business
strategies and market dynamics.

Price Wars

High rivalry often leads to price wars, where firms aggressively lower prices to attract
customers, impacting profitability.

Marketing Costs

Increased competition results in higher marketing costs as companies attempt to differentiate
themselves and capture market share.




Conclusion and Implications

Importance of Porter's Model

Porter's 5 Forces model provides businesses with the necessary insights to
understand their competitive environment.

Strategic Development

By analysing the 5 forces, companies can formulate strategies that
improve their market position and competitive advantage.

Long-term Success

Effective use of the 5 Forces model can lead fto sustainable business
practices and long-term success.




	Slide 1: Understanding Porter's 5 Forces
	Slide 2: Presentation Overview
	Slide 3: Introduction to Porter's 5 Forces
	Slide 4: Overview of the Model
	Slide 5: Importance of the Framework
	Slide 6: Analysing Each Force
	Slide 7: Threat of New Entrants
	Slide 8: Bargaining Power of Suppliers
	Slide 9: Bargaining Power of Buyers
	Slide 10: Threat of Substitute Products
	Slide 11: Industry Rivalry
	Slide 12: Conclusion and Implications

