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Industry Rivalry (Part II in a series on Porter’s Five Forces) 
By William M Crader, CFA 

In May, Kristi Jackson penned a brief 

introduction to Porter’s Five Forces 

with the underlying importance of 

offering a framework by which Tribes 

can assess which industries to target 

for purposes of economic diversifica-

tion.  To recap, those five forces are: 

1. Industry Rivalry:  Assessing and 

measuring the extent of competi-

tion among existing firms. 

2. Threat of New Entrants:  Assessing 

how easy it is for new competitors 

to enter the market, including what 

challenges a new competitor will 

face (that is, “barriers to entry”). 

3. Threat of Substitutes:  Evaluating 

what other products are available 

to consumers that satisfy the same 

need but originate from a different 

industry.  For example, for enter-

tainment a consumer could choose 

to watch a movie (film industry) 

instead of gambling at a casino 

(gaming industry).  

 (These first three are referred to as 

“horizontal competitive forces” (in 

industry competition)) 

4. Bargaining Power of Suppliers:  

Assessing what influence suppliers 

of raw materials, components, la-

bor, and services have over a com-

pany directly impacts profitability.   

5. Bargaining Power of Buyers/

Costumers:  Likewise, if customers 

have multiple alternatives to work-

ing with a company or buying its 

products profitability can be nega-

tively impacted.   

 (These last two are referred to as 

“vertical” competitive forc-

es” (outside industry competition)) 

This newsletter will focus on Industry 

Rivalry, that is competition among ex-

isting firms in an industry.  This is really 

the fundamental starting point of any 
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assessment of an industry and the 

biggest factor in evaluating the 

competitiveness of an industry.  

Not many companies are true mo-

nopolies.  Nearly every business is 

in a competitive industry, facing 

varying degrees of competition.  It 

isn’t sufficient to merely count the 

number of existing competitors – 

there are oligopolies that exhibit 

strong competitive features (“this 

town isn’t big enough for the two of 

us”), while there are other industries 

with myriad competitors, where each 

of which enjoys a relatively strong 

profitable position (“Come on in the 

water is fine”).  Key factors in deter-

mining Industry Rivalry include: 

• Number and type of competi-

tors:  This factor is intuitive as 

more competition generally 
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equals less profita-

bility.  Also im-

portant is as-

sessing competitor 

size and their abil-

ity to produce and 

distribute products 

which can also in-

fluence profitabil-

ity within an indus-

try. 

• Pricing Power:  This can include a 

number of factors such as con-

sumer switching costs, industry 

production capacity and degree 

of brand loyalty.  Industries with 

high rivalry can often see a chase 

to the lowest price, which inher-

ently lowers profitability. 

• Industry Growth Rate:  High 

competition combined with a low

-growth industry implies a fight 

over market share, i.e., the pie is 

not growing, and firms are 

fighting over the same limited 

buyers of an industry’s products 

and services.  The contrast being 

high-growth industries, where 

competitors can exert greater 

pricing power, product differenti-

ation or both to sustain greater 

profitability given the growing 

demand. 

Keep in mind, every industry is dy-

namic and always changing.  As-

sessing Industry Rivalry provides a 

good snapshot of what is occurring 

today within an industry, but the 

framework also provides a tool to 

help evaluate how an industry will 

change in the future. 

We hope this short summary is use-

ful, for a deeper dive into this con-

cept please review the additional re-

sources below.  TFA is excited to have 

partnered with numerous tribes 

across the country to assist with de-

veloping and implementing their eco-

nomic diversification strategies.  We 

look forward to being an active part-

ner in helping tribes achieve econom-

ic sovereignty.  Please call us to dis-

cuss how TFA can help your tribe 

reach its economic diversification 

goals. 

 

Other Resources: 

Harvard Business Review:  The Five 
Competitive Forces that Shape Strat-
egy 
Wikipedia Porter’s Five Forces Analy-
sis 

FOLLOW TFA ON:   

http://tfacp.com/
https://www.linkedin.com/company/tfa-capital-partners
https://www.facebook.com/TFA-Capital-Partners-135840693133661/?ref=aymt_homepage_panel
https://twitter.com/tfacapital
https://youtu.be/mYF2_FBCvXw
https://youtu.be/mYF2_FBCvXw
https://youtu.be/mYF2_FBCvXw
https://en.wikipedia.org/wiki/Porter's_five_forces_analysis
https://en.wikipedia.org/wiki/Porter's_five_forces_analysis

