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The five forces of industry attractiveness are vertical and horizontal elements that influence the achievement of competitive advantages. The vertical forces include the bargaining power that customers and suppliers exert toward the pricing decision (Kowalschek, 2013). The intensity of rivalry, effective substitutes, and influence of a new entry exert horizontal pressure because they contrast market shares and profitability. The notable horizontal elements that affect the aviation industry include threats of substitutes, a new entrant, and intense competition among low-cost carrier (ibid). Therefore, Porter’s five-force model is a critical strategic management tool that can track the attractiveness of the aviation sector.

Suppliers’ Power

The suppliers affect the cost of operation, service-delivery, and pricing decision because they avail critical inputs. For example, suppliers of fuel and aircraft have high bargaining power because of the low switching cost among the airline operators (Kowalschek, 2013). For example, Boeing and Airbus supply the aircraft to the airlines, which accord the former unrivaled influences in the industry. Further, the fuel suppliers depict significant power because they affect the cost of production by charging high prices, which deplete the profit margins. 

Buyers’ Power

However, the buyers’ power is moderate to low in the aviation industry depending on the nature of the operation module. For example, the low-cost carriers face moderate buyers’ power because the operators lack differentiation and use price war to compete (Kowalschek, 2013). Therefore, buyers gain high power using low switching cost to change allegiance among the operators. However, the high-end operators charge premium prices and enjoy high loyalty from the consumers, which reduces the buyers’ influences toward the pricing strategies. 

Threat of Entrant

The threats of a new entrant hinge on the ease of entry and ability to create a disruptive effect on the current market. The existing firms strive to hamper the ease of entry into the market by patenting, using innovation, government protection, and price reduction (Kowalschek, 2013). Consequently, the aviation industry utilizes expensive machinery and superior technologies to prevent the ease of new entrant. For example, the high-end airlines offer clients superior services including online booking and complimentary amenities, which increase the operation cost to discourage other operators (Ibid). Besides, stringent government requirements hamper the ease of entry into the aviation sector because it increases the compliance expenditures that minimize the threats of a new entrant. 

Industry Rivalry

Intense competition has adverse effects on the level of competitiveness because price-war incidences deplete the profit margin. Specifically, the level of competition in the low-cost model is high because of the low switching cost and lack of differentiation among the operators (Kowalschek, 2013). Businesses resolve to price war, technology, and marketing promotions to attract new clients. However, efforts to attract new clients increases the operation cost and deplete the profit margin. 

Threat of Substitutes

The aviation industry boosts minimal threats from the substitute modes of transportation because of the superior speed and safety. The developed nations experience minimal threats to the aviation industry because of increased interconnectivity and technological advancements (Kowalschek, 2013). For example, the long-distant commuters prefer air transportation because of high speed, efficiency, and safety to water transportation. Further, low-cost airlines provide affordable rates for clients to attract short-distant commuters and guarantee superior services compared to rail transportation. 

Concisely, the aviation sector is relatively attractive industry because of low buyer’s influence, threats from the substitute modes of transportation, and new entrants. However, the current airlines grapple with high suppliers’ power and cutthroat competition among the low-cost carriers.  
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