32. Porter’s Five Forces
1. Missing words
Professor ________________ Porter’s main academic concern has been the competitiveness of companies (and countries). He suggests that there are 5 forces that determine the strength or weakness of a firm’s competitive position: the degree of _________________ between companies currently in the market; the bargaining power of suppliers; the bargaining power of ______________________; the threat of new entrants to your market; and the threat of _______________________________. Some criticise this model, though, suggesting that Porter underestimates the speed and importance of change, i.e. there’s a risk that 5 Forces analysis might make a company (Nokia? Tesco?) _______________________ about its future.  
Words from: customers, complacent, complements, James, Michael, substitutes, rivalry 
2. State the phrase or term explained by each of the following:

2.1 A product or service that customers can use as an alternative to yours (e.g. a train instead of a plane). 
______________________________________________________________________________________

2.2 The degree to which the companies that supply you have the upper hand when negotiating with you.
______________________________________________________________________________________

2.3 A feature of a business that can keep it ahead of its rivals in the long-term.
______________________________________________________________________________________

3. Sort ‘em Out - Place these factors under the right heading from the point of view of Toyota, car manufacturer
	A. Ford says it plans to double global market share
	B. A new online carseller threatens car showrooms
	C. People switch from cars to bicycles
	D. Electric carmaker Tesla builds a factory in Japan

	E. India offers grants for building new car factories 
	F. Chinese carmakers  export for the first time
	G. Car rental giant Hertz buys global No. 2 Avis
	H. The world’s two biggest steel producers merge 

	I. A major producer of motor parts goes bust
	J. To cut pollution, Paris halves metro & bus fares
	K. VW launches world’s most fuel efficient car
	L. Price cut by Renault


	Competitive rivalry
	Suppliers’ Bargaining Power
	Customers’ Bargaining Power
	Threat of new entrants
	Threat of substitutes

	
	
	
	
	

	
	
	
	
	


4. Data Response:
Fever Tree’s posh tonic waters and other mixers had a fantastic 2015. Sales rose, yet again, by 50% in the year. But the growth (and high profits) threatened to force Suntory (giant Japanese owner of Schweppes) to respond. It might bring out a new, ‘authentic, British’ brand – or re-brand its Schweppes products. Luckily for Fever Tree, it rise has coincided with a decline in the power of Tesco within the retail sector. This has probably helped Fever Tree keep its prices (and profit margins) high. 
4.1 Identify three aspects of Porter’s Five Forces touched upon by the Fever Tree story.
______________________________________________________________________________________
​​______________________________________________________________________________________
4.2 Explain one reason why Fever Tree’s strong competitive position might weaken in the future
______________________________________________________________________________________

______________________________________________________________________________________

______________________________________________________________________________________

32. ANSWERS: Porter’s Five Forces
1. Michael … rivalry … customers … substitutes … complacent
2.1 Substitute
2.2 Bargaining power of suppliers
2.3 Sustainable competitive advantage
	Competitive rivalry
	Suppliers’ Bargaining Power
	Customers’ Bargaining Power
	Threat of new entrants
	Threat of substitutes

	A, K, L
	H, I
	B, G
	D, E, F
	C, J


4.1 
· Schweppes might strengthen its stance as a competitive rival
· … or it might bring a new entrant into the market
· A third factor is customers buying power (weakened by Tesco’s problems)

4.2

· Retailers might bring out strong me-too versions of Fever Tree, i.e. offering pretty much the same natural ingredients, but with simpler, more derivative branding (and perhaps half the price)
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