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Five Forces Model of Competition
[bookmark: _GoBack]	Five forces model of competition is an analysis tool that uses industry forces to identify and analyze competitive forces that influence every industry and helps to determine an industry’s strengths and weaknesses (Hitt, Ireland & Hoskisson, 2017). A five-force analysis is used to highlight an industry's structure, thus determining a corporate strategy. A five forces model was created by Michael E. Porter to explain how competitive forces affect the industry. The five competitive forces are; the power of suppliers, the power of buyers, product substitutes, threat of entry, and the intensity of rivalry among competitors.
 A critical force within Porter's five forces model is the bargaining power of suppliers. This force analyzes the power and control that a company's suppliers have over the potential to reduce the quality of goods or services or to raise their prices, which will, in turn, affect the profitability potential of an industry. The concentration and availability of alternative suppliers are essential factors in the determination of supplier power. When there are few suppliers, they have higher bargaining power.
	The bargaining power of buyers is also referred to as the market of outputs. This competitive force analyzes the extent to which customers can pressure the company, thus affecting the price of products and services (Lewis, 2017). Customers are more powerful when they are few; hence they can negotiate for lower prices. The bargaining power of buyers is, however, lower when they purchase goods in smaller quantities and are independent.
	The other force in Porter's model is the threat of substitute products. Substitute products are goods that can be used as alternatives to a company's product. The existence of substitute goods increases the probability of customers switching to the other alternatives available in the market. Evidently, companies that produce products with no substitutes have more power to determine product prices. 
	Threat of new entrants determines how easy it is for other companies to enter the industry. A profitable industry with few entry barriers will attract new entrants hence intensifying rivalry. When there are more organizations or companies in an industry, profits start to dwindle; therefore, it is essential for the existing organizations to establish high entry barriers to deter new entrants.
	The force of rivalry among existing competitors is a critical determinant of how profitable and competitive and industry is. In a competitive industry, organizations have to aggressively compete for market share, thus resulting in low profits. Rivalry among existing competitors is high when exit barriers are high, there is a slow industry growth, low customer loyalty, and there are many competitors.
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