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Porter's Five Forces is a business analysis model that helps to explain why different industries are able to sustain
different levels of profitability. The model was originally published in Michael Porter's book, "Competitive Strategy:
Techniques for Analyzing Industries and Competitors" in 1980. The model is widely used to analyze the industry
structure of a company as well as its corporate strategy. Porter identified five undeniable forces that play a part in
shaping every market and industry in the world. The forces are frequently used to measure competition intensity,

attractiveness and profitability of an industry or market.

1.Competition in the Industry

The importance of this force is the number of competitors and their ability to threaten a company. The larger the
number of competitors, along with the number of equivalent products and services they offer, the lesser the power of
a company. Suppliers and buyers seek out a company's competition if they are unable to receive a suitable deal.
When competitive rivalry is low, a company has greater power to do what it wants to do to achieve higher sales and

profits.

2.Potential of New Entrants Into an Industry

A company's power is also affected by the force of new entrants into its market. The less time and money it costs for a
competitor to enter a company's market and be an effective competitor, the more a company's position may be
significantly weakened. An industry with strong barriers to entry is an attractive feature for companies that would

prefer to operate in a space with fewer competitors.

3.Power of Suppliers

This force addresses how easily suppliers can drive up the price of goods and services. It is affected by the number of
suppliers of key aspects of a good or service, how unique these aspects are, and how much it would cost a company to
switch from one supplier to another. The fewer the number of suppliers, and the more a company depends upon a

supplier, the more power a supplier holds.

4. Power of Customers
This specifically deals with the ability customers have to drive prices down. It is affected by how many buyers or
customers a company has, how significant each customer is, and how much it would cost a customer to switch from

one company to another. The smaller and more powerful a client base, the more power it holds.

5.Threat of Substitutes

Competitor substitutes that can be used in place of a company's products or services pose a threat. For example, if
customers rely on a company to provide a tool or service that can be substituted with another tool or service or by
performing the task manually, and if this substitution is fairly easy and of low cost, a company's power can be

weakened.
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Burns and Stalker claimed “a mechanistic management system is appropriate to stable conditions” whereas an
“organismic form is appropriate to changing conditions, which give rise constantly to fresh problems and unforeseen
requirements for action which cannot be broken down or distributed automatically arising from the functional roles

defined with a hierarchic structure.”

Mechanistic Systems:

1.the specialized differentiation of functional tasks into which the problems and tasks facing the concern are broken
down

2.the abstract nature of each individual task, which is pursued with techniques and purposes more or less distinct
from those of the concern as a whole; i.e., the functionaries tend to pursue the technical improvement of means,
rather than the accomplishment of the ends of the concern

3.the reconciliation, for each level in the hierarchy, of these distinct performances by the immediate superiors, who
are also, in turn, responsible for seeing that each is relevant in his own special part of the main task

4.The precise definition of rights and obligations and technical methods attached to each functional role

5.the translation of rights, and obligations, and methods into the responsibilities of a functional position
6.hierarchic structure of control, authority and communication

7.a reinforcement of hierarchic structure by the location of knowledge of actualities exclusively at the top of the
hierarchy, where the final reconciliation of distinct tasks and assessment of relevant is made

8.a tendency for vertical interaction between members of the concern, i.e., between superior and subordinate

9.a tendency for operations and working behavior to be governed by the instructions and decisions issued by
superiors

10.insistence on loyalty to the concern and obedience to superiors as a condition of membership

11.a greater importance and prestige attaching to internal (local) than to general (cosmopolitan) knowledge,

experience, and skill.

Organic Systems:

1.the contributive nature of special knowledge and experience to the common task of the concern

2.the realistic nature of the individual task, which is seen as set by the total situation of the concern

3.the adjustment and continual re-definition of individual tasks through interaction with others

4.the shedding of responsibility as a limited field of rights, obligations and methods. (Problems may not be posted
upwards, downwards or sideways as being someone else’s responsibility)

5.the spread of commitment to the concern beyond any technical definition

6.a network structure of control, authority, and communication. The sanctions which apply to the individual’s
conduct in his working role derive more from presumed community of interest with the rest of the working
organization in the survival and growth of the firm, and less from a contractual relationship between himself and a
non-personal corporation, represented for him by an immediate superior

7.omniscience no longer imputed to the head of the concern; knowledge about the technical or commercial nature of
the here and now task may be located anywhere in the network; this location becoming the ad hoc center of control,
authority and communication.

8.a lateral rather than a vertical direction of communication through the organization, communication between
people of different rank, also, resembling consultation rather than command:

9.a content of communication which consists of information and advice rather than instructions and decisions
10.commitment to the concern’s tasks and to the ‘technological ethos’ of material progress and expansion is more
highly valued than loyalty and obedience

11.importance and prestige attach to affiliations and expertise valid in the industrial and technical and commercial

milieu external to the firm.
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