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N activities. E.g. ‘Textile ‘industry’. term is used for different ‘mills. manufacturmg . ]
| Cloth, for dzﬁ’erem units. manufacturing paper, the term ‘Paper Industry’ is used.

. ,:-,.Before selecting any industry for the purpose of busmess activity, its analysm from 1

| the different angels is necessary. | . |

- While entering in the industry and for the existence, busmess has ro Jace

dtﬁerenr challenges. If analysis is not done regardmg this, it wrll be dsz cult for any.

busmes.s unit to remdin in the compentzon -

The word ‘Indusrry is used for the units performmg the same type- af

1. ANALYSIS OF COMPETATIVE FORCES (MICHAEL PORTER’S MODEL)
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.erte short note on: Model of competttwe forces in Industry analysis.

(G. U. April- 2003)

'--Examme the forces that shape mdustry in competmon, Coriment on the.
- major barriers to entry in industry. L - {G.-Unt April 97)

Explaln the five factors of Mlchael Porter in industry analysrs

| (G.-Uni. April 93) -
Explam Porter S five forces model for analyzmg competmve environment of -
an Industry. S (G. Uni.-April 2001)_

Write Short note on ‘Mnchael Porters Competltwe Strategy Model.

1, Introductlon The unit which does not consider the competitors, cannot remain
for a long time in the market, The customers do niot increase to a large extent in the market. -
- So the total demand is almost steady, but the number of competitors fluctuates. Weak competi-

 tors cannot stay in the market, On the other side the new competltors enter in the market with
- new strategies. To enter in the market and to be steady in it is not easy. If the new entrepreneurs
are not acquainted with the dealers, customers, alternative products and other controls and
- hurdles of the market, they will fail o get proper refurm on their capital investment and will be
forced towards bankruptcy. Due to this, with the idea of competitive position in the market

welghtage is given to framing a proper business strategy For thls first of all it becomes most.

! important to study the oompetltlve factors

(GHAPTER'S INTRODUGTION }————————— |
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| ~ Competitive forces : To start any business, the executives have to face some B
oompetltwe factors. Professor Mlchael Porter (Haward Umversny) has mentloned fiye

0

- factors as follows : A
- (A) Threat ofentry o D Sub_StitU_te 'produc-ts
(B) Powerful suppliers . . (B} _.Joc.lceyin.g for position..- o
(C) Powerful customers - -

Before framing a strategy, the. executlves must. collect the 1nformatlon about the changes
- occurring and taking place in the five factors mentioned above. In context to these changes what

~ will be the position of the unit, must be estimated after making this analysis. If the strategy is
- formed, the chances of the success of the business increase. The extent to which the logical
& analysrs of compentwe factors is done, to that extent the edpaelty of the umt to face the 1{-

tmuously The analysrs of ﬁve factors affecting the business by Mwhaet Porter is as follows
[A] Threat of entry : Itis. not easy to enter the market with any type of preduct
The reason is that the product of the new unit is not so much familiar and to make it famoiss

the new unit has to give advertisement continuously. Due to the entry of new busmess unit
the share of the market demand is divided; the competmon of attracting the production .1
resources also increases. Due to this, the expert companies create the hurdles to stop the |

. new umts frorn gettmg the entry into the market, which are as follows :

1) Huge capital requirement : To start the new business; ﬁxed eapltal for the
3 ﬁxed assets, working capital for liquid assets and for establishment large: scale investment §
is reqmred Hence, the small units get afrald of entertng the market. Foods mdustry, oceanic 1
research, aeroplane and strip manufactunng industries require 2 large scale eaprtal 1nvestrner1t' i

and due to this the competltors in these fields are very limited.

.(2)° Big size of the unit : The size of the business un1t is planned from three

pomt of views-: (1) Small size units (2) Large size units (3) Medlum size units.

Normally, in the small scale units the new competitors enter in notable number; [n

- medium size units also there are notable number of new competitors entering the market. But §
for large scale units, the new competitors are very limited. The unit produmng the entertamment 4

 products and units requiring the latest technology have a very large size in comparison wnh the
other units and this matter. makes ‘the entry of new competitors very limited.

(3 Product specrallty When the customers accept the partrcular qualities of the-
product, the produeers also supply ‘the products of the same quallty under a partlcular brand.
In these circumstances, the brand oriented customers' group goes on increasing. Through the
~ advertisements customers are continuously inspired to purchase a pamcular branded product
with good qualities. In these circumstances, for the new. oompentors it becomes very difficult :
to make an entry in the market with the same type of product. e.g. Taj Brand Tea, _Vlcks Balm, :

Rasna soft drinks, Thums up, Coca-Cola MRF and Ceat Tyres etc. .

(4) Strong channel of dlstributlon : When the producers have a st:rong holdmg
S on reta1lers and wholesalers they are not ready to keep the produets of new produeers mlr_,:‘_-
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- thelr stores They are even not attracted by the spemal commlssmn O other attractlons like
“the‘old business relations with the business units, reputation; facilities, after sales service etc.
‘The businessmen are unable to leave the producers easﬂy In these mrcurnstances the
| chances of the entry of new: competitors decreases. S
: (5 Thelowestcost of production’: As the business utiit is older; its experience is
1 more varied and wide. These types of units can decrease the ,co_st of the product to 2 great
" extent onsthe basis of their experience of using raw-materials, fuel and other material nearly
. economically and by takmg special benefits of techtiology: Besides this, by making production
. onalarge seale also the perunit cost can:be decreased: The price at-which they are sell: their
- products in:the market, at that €ost the other units are just able to produce the product In these
cn-cumstances the'very low cost restricts the new-units to enter'the market. - :
- S (1) 35 Research and development expenses : ‘The business in- Wthh the continuous
- altertnesq and devefopment dre. reqtnred less competitors: enter, Thee research and development )
expenses are:at alarge scale normally and small scale units are unable. to bear such'experises.
. Inthe business.of ‘computers;’ ‘electronic items- and engineering products based. on the advanced
- _technology, there:1§.a huge amount. of expense.on. the research-and development Hence, very
- f:hmtted nuimber of new: units.enter the market. T I T - 3
' AT - Busmess combmatmns When there are. hrrnted competltors in the busmess
they take the decrstons for productlon price or sale unltedly with internal understandmg
B -These types of cornbtnahons are. famous as. Cartels Gentlemen agreement. ete. Due to these-
. types of combmattons the entry of the new competttors is nestrtcted and the units which are
... the members of these comblnat:tons enjoy.the. monopoly hid serrnmonopoly However, due to
__~these comblnattons the customers are eacploned Thats -why many. codntrtes have put
- "controls onthem. . ' |
L8 - Patent Trade Mark and Copyrlght Act To encourage the founderers of
'the new mventtons th,elr inventions are given monopoly for parttcular number of years (i.c.
I . 10yearsto 14 years) through the Patent Act by the govemment In the same way under the '
it ’ Trademark and Copyn ght Act the trademark onglnal llterature and artistic arttcles are gwen _
- _:_protectton As a resu]t in such areas the competltors are unable to enter _ '
i (9) Gorerninent.pohcy ::On. one. srde the government encourages through 1ndustr1al
"pol101es so that in v1llage areds sonle 1ndustr1es can develop On other side in'the pubhc mterest

" parttcular type of mdustnes Accordmg to the present industrial pohcy the mdustrles like iron and.
"steel, cement, Sugar mechcmes transportatton concentrated chemlcals etc. need the llcence
'- _:,'compulsorlly However in new’ pohcres the control o them has become liberal. But the

f number of competltors are hnnted ‘Where the hcense is fo be acqulred ona compulsory bas1s

| (B) Powerful supphers Whatever transact10ns take place between traders and
P Custorners about products and services, holdmg party can make a transaction accordmg to
K its own terms and condition’s. In the sitiration of monopoly, the limited number of tradérs
L “have the stock of goods Tn 6theér Words they hold éontrol eit supply ‘On thé other srde there
“are number of customers In these circums tances there are full chancés with the traders to.

it also makes the prov151ons to acquire compu]sory license to-start the busmess for some
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get a high price of their goods. In thls situation.as the traders have a hold on the: market, . ;

it is known as seller market. The monopolists explort the customers by | mcreasmg the prices,
by holding the stocks and creating scarcity, decreasmg the quahty of the product or by prlce -
| ﬂuctuatlons or dtstnbuhon ﬂuctuatlons : :
_ * If the raw- materlals which are needed by. the producer for producmg the product :
- are available on a very high prlce from their traders, cost of production will increase and it :
will decrease their profit margin. If the. market of this product is-full of competltlon the
producer is unable to increase the price of the product and as aresult his profit goes. down
or he even makes loss. In these c1rcumstances to get protectlon the executlves can form the
following strategles - o

(1) If the producers: are hnuted in number by formmg the association they canget

~ their demands satisfied through collective bargalmng with their traders. (2) An agreement can.

be made for the whole year with the traders for the raw—matenals e.g. For producmg the - -

icecream an agreement is done for supply of ice and salt for the whole year (3) If any item-
is needed on a large scale and if its productlon is easy, mstead of purchasmg 1t fromthe

traders it must be produced by the company itself. (4) The altematwe must be found out for .

the raw- materials which are to be used. -
 Ifthe industries have a hold over thelr own traders Lhrough bargammg or controlhng

the supply or by increasing the price they can increase their profit. If the demand for-
~ industrial products can be 1ncreased by increasing the capltal mvestment the proﬁtablhty can
be mcreased by increasing the productton and sale. _ o

- (€) Powerful customers : When there is perfect competltton in the market there
are several purchasers and vendors. In this position the customers have full control over the -
market, By the folléwing way the customers exercise their control : |

. (1) When the fixed expenses in the industry are in large proporuon and 1f the b1g
| customers are very limited, they Have-a control. (2) When the industries produce a product- '

by assembling the various parts and if they purchase a srnall part whose price is very less

- and if it plays a very small part in the total cost of the product, the purchasmg of.such part
can be done by their own terms and cond1t1ous (3) When the quahty is not-important in the
product, o purchase such product ‘the customer can put a pressure on. the: traders.
- (4) When the quahty is 1mportant for the customers even on a high price they force the
producers to maintain a good quality. (5) When by purchasing the material such product is
to be produced on which the profit margin is very less and it is of dal,ly use, the customers |
" expect a low price. (6) If the product is copied and if the producer is unable to create a-
- change i in it by brand or by any other way, on the market of such product the customer's -
hold is more. (7) If the customer isina posmon 10 use the su’bstltute product; he can have- B
a control over the producer. = S - . '

.In short, when the customers are in a posmon of getting a hold on the traders they |
can demand for decreasmg the pnce 1mprov1ng the quahty, increase the productron and get_ -

the after sales services.
KM QN 10 '
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(D) Substltute products If the product produced by the company, substitute in
the market has such unit is unable to get a high price of its product So the profitability of
the unit decreases and due to this its: development is also restricted. If the executives
decrease the quahty or increase the price; the customers will go for the substitute products

In this situation the executives can charge high price by attracting the cuslomers towards their’ "_

product by ‘miakirig the changes i the quality, by its effective advertlsement and by creatlng :
the product differentiation. More development more. d1vera1ﬁcatlon etc. stmtegles are also |
successful n these situations. : : :

(E)  Jockeying for posrtlon The units domg the same type of actlvrty are known I
as- 1ndustr1es e.g. Belapur Paper Mills, Rainbow Paper- Co Orient Paper Co., Shlrpur |
Paper Ltd., Crystle Paper Ltd. etc. compames producmg paper are said to be Paper

Industry. The demand of all the- un1ts of this mdustry is for same type of raw-matertals and
machlnery The traders who have these demands, are under a 31tuat10n of great competltlon

" To compete in this situation, all the busmessman mostly accept the 1dea of pnce compet:ttlon .

quahty maintenance, varrattons in products advertisement etc. . - :
Inthe compet1t10n exrstmg among the competltors every busmesaman forms mam]y B
the fol]owrng strateg1e<; S : - S
(1) - Efforts to increase the market share Generally, the total demand of the

1ndustry is not much increased. The démiand of a product mamly depenids on the pOpulauon.f |
and substitute products As the extent to which they will 1 increase, to that extent the demand . f

~ will also increase. On the other S1de the busmessrnen make the effortq for pulhng the share"
: .of other businessmen to their own side. . BRI : SR

" (2) - Effect of the brand : Where the. customers gwe more 1mportance to the

N 'brand it becomes very difficult for a businessman to increase his market share.

(3) Control over expenses : By keeping- the. control over various expenses the

'busmessman can form the strategy of decreasing price by decreasing the cost,

) Equlllbrlum between demand and supply : For the production of raw-

“materials, the strategy of maintaining the equilibrium between the demand and supply can be

balanced by making maximum use of production capamty _
(5) - Business on less proﬁt Instead of quitting the markef, all the busmessmen_ .
maintain their existence in the situation of competition by earnmg ]ess proﬁt even 1ncurr1ng _

a very. nommal Toss for their faithful existing customers. |
B (I Restrtctlng the entry of new competltors There is always an 1ncrease in

o the number of competttors But there is no mcrease 1n the demand As a result the strategy
-~ is formed t to restrict the new competitors.” .~

(7) . More than one strategy : To m“aJntam the existence. in the market against the

‘competitors, all the competrtors form more than one strategy to mamtam thelr equ111bnum in
the market.. . . _

3. Conclusnon ' The extent to whlch the 1ntroductlon and analy51s of the _

'competltwe factors is'done’in a logical manner, to that extent the work of. formmg proper
‘business strategies becomes simple-and effective for executives. To collect the information

about these factors, the matters to be considered are the published reports of the companies, |
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magazines about business matters, “business reviews, mdust:rla] pollcxes of the government,

"_export-lmport and tax policies, patents and trademarks, 1aws hcence rules, current agncul—_ |

ture flows, customers, traders etc.
I o2 FORMULATION OF STRATEGY BASE

Q. 2. Which type of strategy should be adopted by the busmess unlts n the context'

of competitive forces suggested by Michael Porter.

*

* Explam, what type of strategy should be adopted by.a business unit, in

- respect of competitive forces, as mentloned by" Mlchael Porter And also
“explain the advantages of aualy51s of competltwe forces L

-'_* Discuss formulation of strategy, descrlblng how competltwe forces glve'_'
- shape to the strategy.- - : | (N.-Guj. Um. April 2000)
1.~ Introduction : Prof Mlchael Porter has submitted concept of ana1y51s of

industry, for formulation of busmess strategy. This analysis has been proved more useful for

- process of busmess planning and decision. Five factors of Mr. Michael Porter give a-
‘perfect guidance in respect of, how to survive in business competition. Company’s
- comprehensive condition can be known, in competition, by evaltiating weaknesses and.

- capabilities. of formulator of the. strategy in respect of analysis of competifive

~ factors of business ‘competitors. Management can; strategically, think of ‘various problems" .
. of product, keeping factors, which are obstacles in the market competltlon For this, .
. preference | is-given to formulate effective strategy, in respect.of weaknesses of competltors

and strategy of increasing capability for survival against competitors. -

2. Competitive forces suggested by Michael Porter : Prof Mlchael Porter of - ;

HoWard University has shown - five competltlve forces, as under Strategy should be
- formulated keeping them into account. | -

ROE Threats of new entrants -~ (4) Threat of substit-ute pr_oduc_t:or s'erv.ices_;,
@) ‘Bargaining power of customers - (5) Jockeying amon'g c‘ur'reat supp’li_ers.= L

- (3) Bargaining power of sappllers

Unit can maintain its own position, in compet:mon if strategy s fonnulated by makmg
f analysis of above stated five forces and observing changes therein.-Total demand of the
| product, manufactured by various units involved altogether in the industry: means total

b demand in the industry. Increase or decrease in the demand is result of competitive factors.

'5f  If; enough care of such forces is not take it may. happen that some units may shut dowror -
L some may become weak, whereas other side, there may be con51derable 1ncrease in the )

demand of umts which are aware of such forces.

3. Formulatlon of strategy in respect of competltlve forces Vanous types- B

- of the following strategies can be formulated, keeping internal strength and weaknesses of
E  industry, in respect of competitive forces, mto cons1derat1on

' (A) . Positioning the company

- (B) Influencmg the balance in respect of env1ronment
- (C) Exploiting the maximum benefits of changes.

‘How do competitive force shape strategy ? ? Explam the formation of Strategy :
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- {(A) Posmonmg the company It is very rmportant strateglcally, where to put our . -
‘unit, W1th1n varlous units 1nvolved i the industry. Followmg factors should be taken into = -
~ account, for this. : :

1 Strengths of the company Company S capablhtles in respect of producnon

~ sales, research; economical, administration, co- ordlnatlon and control etc., have important

role in posmonmg the company. : :

(2) Weaknesses of the company Weaknesses of resources admm}stratzve
enylronmental co- ordlnanon and control, employees etc in the company are obstmcave i
ascertarmng foremost position of the company. : :

o '(3)- Competltlve forces : In competltwe forces pnce -of compentors, qnahty of F
- product, expenence and prestige of competltors market strategy are matters affecting position-

ing. If company possesses all these competitive forces in its favour, company Would achieve

- dec1ded forernost posmon in comparison to its competltors Company can adopt followmg two 't

strategles for thls - (a) Defensrve strategy and {b) Ag gressive, strate gy

(a) Defenswe strategy Some managerral personne] seleet to be away from'

oompetltlon whcn itis, felt that opposing of business competitors, is risky. When management

“does not desne to. be C(ﬂmpetltwe in the market strategy adopted at tHat time is known as

defenswe strategy. .

(b) Aggresswe'strategy When company has special ability in some matter and ! 1
to atl:ract large clients of the 1ndust1'y an extraordmary strategy adopted by the company, is-
* known- as aggresswe strategy. Generally, such companies prefer to attract clients, by. keeping

~ either rates of their product at lower side, or quality of the product kept extraordinary. .-

(B) Influencmg the balance of environment ;: An industrial init can influence 5
- balance with the environment; when there is any change, in the envirofiment, affecting
 business activities. In such a case after observing suitable necessary changes in the internal -
matters a strategy can be framed. Management controls production activities.as required, by-

backward or. forward mtegrat.lon Control on adverse effects of changes in the environment,
can be done through process of merger and also by maintaining inter relationship-among

~ present units. Management should accept process of influencing balance of environment, not

as an event, but-as competing company. For this, after analyzing environment, as reqtnred

name of the brand of unit to be made popula:r changes in the media of advertisement, various
‘planis for salés promotion to be adopted and planning of product deve]opment are adopted
| Inﬂnencmg balance in: changed environment and satisfaction to the. client is possible. only
' when necessary changes, in the strategy of productlon and sales promotlon programimes are. |

made accordmg to the habits, fashion, taste of clients in changmg ¢nvironmental factors.”

_ (€)' Exploiting the maximum benefits of chariges : Development of industry, at :
the' regular intervals, therefore, is known as process. of evolution:. Generally, industry -

- develops on increase in demand and increase in demand is related to increase in population.

India holds second position in the world, in the matter of thé populanon On increasing the -
population, demand of products such as of cement, steel, sugar, fertlhzers,_ chemicals, -

B
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medicines, electrrcrty, transport sérvice, information and tale-commumcatton educatton is .
increasing and-on account of it, such industries are developing. Effects of changes in
competitive forces, also fall on production: cycle On account of this, there will be
considerable changes in stages of development Rate of production and development
increases. Under such circumstances, some new products enter in the market, whereas
certain products fall down in terms of demand. Management should take steps, strategtcally, |
as shown under, to get maximum advantages of changes in the environment, = |
() To make mew things : In iespect of changes in the business envrronment
'managementshould make planning for new products. Such steps are known as product plannmg |
- New product should be prepared, keepmg concept in mind that it will satisfy new requirement of
the customers in respect of new environment. Research and development department of the unit,
is required to undertake special efforts and experiments for this. o
(2)° Product development plan : When current product is mtroduced in the |
market in the new form, after making necessary changes itis called as product develop-
‘ment. Product: development plans should be implemented, keeptng suggestions and complamts'f
of the customers inte account, to take maximum benefits out of changes in the 1ndustry

" (3) Horizontal combination : Industries, which are not able to survive on account__ B

© of the changes in business env1ronment are dorng horizontal combination. It means, units of
- similar category and nature are combmed w1th each other and make efforts 10 take beneﬁt
of large-scale productron | : S '
’ - (4) Vertical integration : Many units accept vertical mtegratron 10 take beneﬁts_
- of changes i in the industry. Units joined in it are dependent on each other, on standmg form.
- Due to this, they perform manufacturing activities mdependently But their sales are made to
* units, which are dependent on them. Under the circumstances, size of the unit is enlargmg,
-and therefore, entry of new umts becomes dtfﬁcult If units are weak etther they ]om to it
or they go out of competition. - o
| - (5) Product enrichment : It is necessary to make efforts for enrrchment of current
product, according to changes in the industry. If no product enrichment is adopted accordmg |
to new changes and competitors, it will be difficult to survive-such product. | |
| (6) Product simplification : Sometimes, due to environmental ehanges there may
- be increase in production cost: Under the circumstances, some avoidable processes of
| productton are removed, w1th0ut any compromrse in qualtty of the product Th1s is called a
concept of product srrnphﬁcatton |
. “(7)" To develop difference in the brand : Management should deveIOp the
| brand accordmg to the changes in the enviromnent, and this should be’communicated for the
| knowledge of the customers, through effectlve advertisement campaign. In the changed
environment, benefit of difference in the brand can be obtained. Strategies of Surf and Super
- -Surf, Colgate and Herbal Colgate Pepsodent and New Pepsodent are notable exatnples of
brand difference.
| (8 N ew technology Market benefit can be obtamed by acceptmg new
technology, accordmg to new environment. For this, matter of required capital investment,




+7 - skilled labour etc should be taken into account Thls can be achteved through long-term :
e strategy | | - .

Above stated vanous steps are necessary on account of chan ges in the competmve" |

- _'.-'forces Accordlng to development at regular interval of the 1ndustry, changes in-the

profitability: and in the rate of return on invested capital are affected. Therefore, itis

. mecessary to. examine the probablhty of the profitability, before affectlng any changes
" according to changes in the. environment.

4. Conclusion : It will be easy for any busmess unit to survive in the business

- competition, if: strategy is formulated, keeping competitive forces into consideration. Moreover,

-effective bargaining with supplier ¢ of the materials can be done-and at other side benefit of |

bargaining power of the customers can be obtained:In short, study,of the competitive

- forces can be beneficial for increase of total demand of the producl
“one’s position among competitors. '

and to'strengthen

3. ADVANTAGES AND LIMITATIONS OF ANALYSIS OF COMPETATIVE FOHCES- 3

Q 3 Explam in: detalls advantages the busmess umt galns through makmg the

analysrs of competitive forces. Explam lrmrtatmns of the analysrs of the '_‘
competltlve forces, - |

.7 1 Introduction : If proﬁtable business epportumues are to be snatched return .
. _."on capltal investment is to be increased; considerable increase in productmty is to be made -
o through opt1mum use of the productlon resources and new markets are to be developed it
s necessary to make analysrs of the competrti ve forces. Mr. Mlchael Porter has pomted out
~ five competitive forces. Among these, what threats are to be resisted for new entrant -
) busmess units and study of the customers’ and supphers bargarmng power ete: are useful - -

. for the business units at various angles | -

2 Advantages of the analysis of COnipetltlve forces Unit w1ll gam vanous' -

- followmg advantages, on analyzing of competitive forces.

) Awareness of position of the mdustry It can be known through compen- N

tive. forces how much positive or negative effects are made to mdustry by such forces. Due
_to this, what would be position of the industry can be known, in respect of various alternate =
- condmons ' :

2 Approxnnatmn of capaelty of the supphers What would be effects on

" ab111t1es of the supphers in respect of new circumstances, can be known: On account of this,.
' ___estlrnatton can be done whether sufficient supply would be avatlable n future and accordmg]y o
proper strategy would be adopted ' |

(3). For entry in new market : It can be ascertamed that entry in the new market :

- -.wou]d be how miich easy or adversg, through competitive forces. If new changes in the
- forces are such, which attract new entrepreneurs, entry in the new market w1th new product
| would be obstructive. | - o -

) Intensity of Competrtmn Mam ObJeCt of a11&12'/815 of the competltlve forces isto

‘maintain balance of business unrt, after getting estimate of 1ntensrty of the cornpetrtlon On account
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of new changes, new entrepreneurs enter the market, and on other side changes are necessary

in current technology; otherwise it is difficult to survive for the business unit in current period. -
8 Estlmate of purchase power of the customers : Customer is king of the

market But according to changes 1n competitive forces, there will be certain effects on the

purchase power. Under the circumstances, it. wrll be easy to forecast the capabthty of the

customer to shonlder fhe financial burden. =

- (6) For consequences in sales : Pre- thinking can be undertaken for what and

~which changes in sales would be reqmred to be effected and how much increase in sales -
expenses would be requrred to be made, in context of changes in competltwe forces and

' accordmg}y strategies would be framed.
{7y For brand dlffereace A decision taken in respect of brand dlfference would

be beneficial, in view of competitive forces and accordmgly brand ctrateov can be adopted

in changed new position. . _
(8) - For development of technology Management can take proper decmon

-about degree to which new technology woiild be beneficial. For this, pre-thinking can also . -

' be undertaken for problems of technicians and their training. To ba]ance with new condmon- :
of the industry, development of technology is necessary. : -
o (9) Benefit of size of the unit : The decision about the size of the busmess umt _
~is important for survjval against competltwe forces, Large sized units have special advantages
' alongwrth certain limitations. Management can think of this problem in strategic manner.
| (10) Strategy of diversification : Production dwer51f1catton would be necessary.
To 1mplement the same additional eapltal would be 1equ1red Due to this, there will be
change in rate of return on. cap1tal 1nvestment matters Management can take strategic
- decisions on these maers. : - -
4. antatlons of the analysrs of competttlve forces : Analysis of the
competitive forces is beneficial at various angles. But to get benefits of it, 1t is necessary 0
-know its limitations. These limitations can be stated as under. S
(1) Changes in the factors : Various factors, which affect busmess ViZ. supply of
~matenials, number of the competitors, capacity of competitors, fashion of the custorners, sales
orgamsatton etc. would be usefully considered if there is steadiness in such factors. In fact,
- factors which affect business, do not remain steady, So strategic benefits are difficult to avall
Therefore, it is necessary to continue evaluation of factors constantly. - |
(2) Lack of reliable information : Proper analysrs of the competitive factors can -
be done onty when information received for each factor is reliable. Generally, information related -
to these factors is.received through quesnonnalre through reports or from industrial magazine
or institutions. Such information should be examined for its completeness’ and authentmty Most
of the units do not submit complete or true information to keep secrecy of their industry and
~due to this, analysis done through such information does not remain truty guiding.

(3 Negatwe approach The approach of the management, while analyzmg ) .
competitive forces is important. If analysis were done with negative approach, profitable - * i

- business opportunities also would be felt to be ordinary. If it is felt that it is difficult to enter
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thé new market because of'trans'portatien problemi the decision to leave it; is not proper. If «
- new market is profitable, posmve thinking can be dene to enter in the new market, through

) _' TI'HI]S]JO!TEH]OH SGI’V]CE‘S of prwate Tesoeurces.

(4) Natural factors : Sometimes, analys;s of forces becomes useless due to natural

- _uncertainty. While analyzmg forces, management should have made some information of

~ natural factors. But if circumstances of excessive rain-or absence of rain arlse earthquake or

any natural calamities happen, analysis of other forces would not be useful,
(5) Trade cycle : In economy, trade cycles.can be seen. If there are unexpected

K changes in the trade cycle, information obtained through analysis of forces, will be useless,
These factors create favorable or adverse effects on the purchase power of the customers. E
' And on account of this, there will be uncertalnty in the demand Wthh makes strateglc plans- |

unsuccessful. - :
6) Chan_ges in tht':"'g'ovemment pelici_es':'-When“there is change in the export-

. import'pt')licy, industrial policy, foreign exchange: policy, tax policy etc. of the government,

information arrived out of analysis of forces will not be much important, It is also difficult to

- estimate for government policies in advance, because in certain matters government also keeps

Secrecy. Moreover, in case of change in the government, there may be changes n the policies,
and it makes strategies unsuccessful.- :

(7). Legal Restrlctmns - Sometimes, adequate advantages of analysrs of forces
are not available on account of legal restrictions. Restrictions on number of partners in

. partnersh1p, restrictions on capital in cornpany s form, restrictions of borrowed capital, . 3
- labour laws restrictions etc. are kept into account and strategic decisions are taken And §

therefore, management does not get benefit of environment analysis adequately.

2, Conclusmn Mariagement has particular importance, at the angle of the strategy, -

of the anaIysrs of strategic forces shown by Mr. Michael Porter. Managenrent can take proper |
~ decisions in respect of their own capabilities and weaknesses, and will SUrvIve through adopting
 aspecific strategy against competitive forces. Mahagement may survive in the competition, not

only that, it may get maxinmum retus on the mvestment by adeptrng acertain strategy, keeping

" into account the new changes in envrronment
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