
STRATEGIC MANAGEMENT AND FORCES COMPETITIVE FORCES

Strategic Management Insight works through Porter's Five Forces framework. Determine the intensity of competition in
your industry and its.

Every industry has an underlying structure, or a set of fundamental economic and technical characteristics, that
gives rise to these competitive forces. Many managers concentrate so single-mindedly on their direct
antagonists in the fight for market share that they fail to realize that they are also competing with their
customers and their suppliers for bargaining power. Meanwhile, they also neglect to keep a wary eye out for
new entrants to the contest or fail to recognize the subtle threat of substitute products. Five external industry
forces affecting an organization. On the other hand, there is almost no threat of new entry into the market
given high degrees of proprietary knowledge and high investments. This means that there is usually a need to
maintain strong steady relationships with suppliers. There is also no threat of substitutes and the power of
suppliers is also generally benign. If more than one strong company is building its strategy on the experience
curve, the consequences can be nearly fatal. The company positioned itself so as to be least vulnerable to its
competitive forces while it exploited its small size. Threat of new entrants This force considers how easy or
difficult it is for competitors to join the marketplace in the industry being examined. They highlight the critical
strengths and weaknesses of the company, animate the positioning of the company in its industry, clarify the
areas where strategic changes may yield the greatest payoff, and highlight the places where industry trends
promise to hold the greatest significance as either opportunities or threats. Entry is easy, and competitors are
battling to establish solar heating as a superior substitute for conventional methods. The essence of strategy
formulation is coping with competition. Though this framework is generic and applicable to any industry, it is
only effective if it is used in a specific context that applies directly to the company undertaking the evaluation.
The seriousness of the threat of entry depends on the barriers present and on the reaction from existing
competitors that entrants can expect. Strategy can be viewed as building defenses against the competitive
forces or as finding positions in the industry where the forces are weakest. Sugar producers confronted with
the large-scale commercialization of high-fructose corn syrup, a sugar substitute, are learning this lesson
today. To that end, Porter identified three generic strategies that can be implemented in any industry and in
companies of any size. 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. In fact, in some industries,
building a strategy on the experience curve can be potentially disastrous. How much would it cost them to
switch from your products and services to those of a rival?


