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price it can bring in the market in order

[ Commeree and Business Strategy in an Electronie Age (Unii |
1.3.2. Porter’s Model

's Model helps a firm to Identify threats to iy competitive POsition ap
of IT and e-commerce 10 protect or enhance that positjon. Porter jdc’"il:’;:(;‘ ’g:. deyige
Jeseribed as under: ve e Pl
1) at of potential/new entrants (o the sector ‘
2)  Threat of substitute product or service in the existing trade
3) Bargaining power of the buyers

4) Bargaining power of the suppliers
5) Competition between existing players

These five forces are also shown in figure 1.14;

{) Threat of New Entrants: This threat relaies
(o the ease with which a new company or 2
company in different product area can enter 4
given trade sector. Typically, barriers to entry
are capital, knowledge or skill.

IT/E-Commerce(EC) can be a barrier for new
entrants, for example, where competing

businesses have heavily invested in EDI and
are using the same, their investment would act
as a barrier for new businesses to enter that
trade sector. Conversely, advancements in
technology have given rise to new ideas
providing opportunity to new entrants without
any need to build the IT infrastructure or make

heavy investment to compete existing players,
For example, to start online banking a company does not require heavy investment in constructing

~ buildings (branch offices), hiring staff etc. as required in traditional banking. Rather, making use of internet
technology coupled with a sound marketing plan, unique online banking services can be initiated.

2) Threat of Substitution: This threat arises when a new product is available that provides the same function
as existing product/service.
s ﬁl’mk, cotton fiber was, in the past, replaced by synthetic fiber, and glass bottles were substituted by
* plastic ones. This threat got materialised in case of music shops in physical world when due to the advent of
. e-commerce; music became available in downloadable format through the artist’s website. The site, in fact,
~ had provided 4 substitute distribution channel.
ok ing and distributing a product should be less than the
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o the buyers. A buyer is in a strong position to

factors determi ini wer of : n t
' i oot bargamt;lt:)grfo and/or the supply of the product in the market is in
Jow production cost, more inventory control and quick
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Figure 1.14
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