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Abstract. This paper aims to interpret Porter's "five-force model" through a new
perspective. The article analyzes the limitations of the "five-force model" through
systematic analysis. For example, the demand for information is too demanding; the
analysis focuses on the industry environment. It is not the internal environment of the
enterprise; it ignores the important role of the external environment; analyzes the
dynamic competition with static models; ignores the mutual relationship between the
“five forces”; and gradually does not adapt to the information age and other issues. On
this basis, the article attempts to put forward new thinking on improving the “five-force
model”. It is recommended to evaluate the benefits of analysis before analysis, so as to
select the optimal strategic approach, recommending the internal advantages of the
enterprise and advancing with the industry advantages. On the basis of considering the
impact of the important external environment on the “five forces”, we will conduct an
overall analysis and learn to use dynamic competition thinking to analyze. After
clearing the relationship between the “five forces”, pay attention to the “five forces”
during the analysis. The linkage of influence; emphasis on following the footsteps of
the times, not being able to stick to the rules.

Undoubtedly, in the current economic globalization, the importance of strategic
management to the choice of enterprise development is self-evident. In strategic
management, an analysis of the environment in which the company is located is
necessary. Professor Porter's "five-force model" is to analyze the competitive
environment in the enterprise environment. Accurately speaking, the analysis is the
industry structure, that is, the competitive factors and characteristics of the enterprises
in the industry, and then judge the attractiveness of the industry.

The theory was put forward by Professor Porter of Harvard Business School in the
1980s, followed by Porter's "competition trilogy". These three works by Professor
Porter are called in the history of strategic management. The classic, he created a new
perspective of strategic research, and is an important representative of the strategic
positioning school. In Porter's “Five Forces Model”, the competitiveness of existing
competitors in the industry, the ability of potential competitors to enter, the substitution
ability of alternatives, the bargaining power of suppliers, and the bargaining power of
buyers. These five kinds of competitive forces have combined to play an important role
in the development of corporate strategic management and the formulation of many
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corporate strategies. And the combined forces of these five forces vary from industry to
industry and change with the development of the industry.

1 The limitations of the "five-force model"

However, with the passage of time and the rapid development of modern information
technology, Porter’s “Five Forces Model” has gradually revealed its shortcomings:

(1) The demand for information is too demanding

The framework of the “Five Forces Model” is the five competitive elements within the
industry, and the basis for the analysis is related information. Then there are two
problems: First, the authenticity of the information. It is precisely “shopping malls such
as battlefields” that many relevant information in an industry is half-truthful, perhaps
the preservation policy made by the enterprises in the industry for their own status, and
the information in the Chinese environment, due to the market mechanism, the
information Asymmetry is common. There is no denying that the real information does
not exist, but if there is untrue information in the market, then the “five forces model”
will not be stable to the formulation of the corporate strategy, and there will be no
absolute reality in the market. Information. Second, the timeliness of information. The
“five-force model” has a large amount of information demand, which leads to a longer
analysis time. And the information in the business will change with time, just like the
stock market, it may have changed dramatically overnight. Regardless of the length or
duration of the change, the analysis of the company is an uncertain factor. Moreover, if
there is no emerging industry with industry information, the role of the “five-force
model” will be less important.

(2) The focus of the analysis is on the industry environment, not the internal
environment of the enterprise

In the "Competition Strategy", Professor Potter defines the "five-force model" as the
framework of analytical skills, which helps the company to conduct an overall analysis
of the industry, predict the future evolution of the industry, understand the competitors
and their status, and according to the specific business situation. Transform this
analysis into a competitive strategy. Nowadays, the development of competitive
strategy is to gain a competitive advantage. However, in addition to the advantages of
the industry, the most important thing is to create value for customers. If a company
fails to create corresponding value for customers, then it will be bigger. The market
advantage also cannot create profits for the company. The reason why Porter gave birth
to the model was to wonder why some companies in the market have a long-term
profitability that exceeds industry standards. The most important reason why Apple has
maintained this advantage is that its core technology and innovation create customers.
Great use value. In fact, today's corporate strategy takes into account internal superior
resources, but the analysis of the “five-force model” focuses on the construction of
industry advantages.

(3) Neglecting the important role of the external environment

In fact, Professor Porter did not consider the external environment factor when
constructing the “five-force model”. He only felt that the influence of the external
environment was crucial to the resilience of the enterprise. But this is not the reason for
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ignoring external factors. The external environment contains many factors, such as
government policies, cultural habits, geographical location, economic environment,
etc., and Porter has publicly acknowledged his own negligence. Professor Potter
affirmed the government's role in the Competitive Strategy, because the government
has always played an important role in the market economy, and Porter advocated
considering how the government can influence competition through the “five forces”
rather than As a force, it is difficult to do this only by looking at the “five-force model”.
Moreover, are all the companies in an industry facing the same strengths and
weaknesses of the competition elements? Obviously, in reality, the operating
conditions in the industry are related to the business area. The location of the enterprise
company also affects the strength of the five competitive factors in a macroscopic way,
such as small enterprises in the city directly in different commercial areas. The
strengths and weaknesses of the competitive factors faced are different, or the strengths
of the global large-scale enterprises in the countries are different. Therefore,
geographical factors have a greater impact on business operations. Nowadays, the
location of some companies is extremely important, and the “five forces model” is not
mentioned.

(4) Analyze dynamic competition with static models

Whether in "Competitive Strategy" or "Competitive Advantage", Professor Porter
ultimately wants to help companies choose attractive industries, and then through the
choice of competitive strategy, to obtain long-term competitive advantage, and finally
to obtain the desired profit. However, the focus of its analysis competition lies in the
competition for market share. The “five-force model” will fix the competition between
enterprises. In fact, it is not the past or the future, let alone the competition and
competition between enterprises. Dynamic. Because the company's goal is to make a
profit, and the main factor that the company can make profit is the attractiveness of the
industry and the status within the industry, the two are mutually influential, so as Porter
said, the ideal corporate status - only attractive The industry and the market advantage
in the industry forever - it is difficult to exist, and enterprises can not be obtained only
through market advantages.

(5) Neglecting the relationship between the "five forces"

The "Five Forces Model" divides the five factors into too independent, but in fact the
"five forces" are indeed scattered and not scattered. In the actual industry, the five
factors are not independent of each other, and the effects of some factors can affect each
other. For example, if the threat of suppliers is greater, then the industry barriers of new
entrants will increase, and the same is true for buyers. And if competition within the
industry diminishes, then the threat of new entrants will increase. Of course, the impact
between the factors may be subtle, but this will prevent the company from making a
correct analysis of the total situation of the five factors, which will cause the company
to lose costs. In addition to the interaction between the “five forces”, due to the
existence of forward integration and backward integration, the supplier and the buyer
can become potential entrants and switch between the two relationships. At the same
time, if the company is united with the supplier, then a new industry environment will
be formed, which will make the barriers for new entrants larger, and also increase the
bargaining power with the buyer, and may also face the new “supplier”.
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(6) Gradually not adapt to the information age

With the development of technology and information, the “five-force model” system
gradually began to adapt. First of all, because it is based on the theory of industrial
organization, it is essentially a conservative research idea. Nowadays, with the
development of e-commerce, the role of barriers in the industry is getting smaller and
smaller, and in the era of innovation as the theme, the barriers between industries are
not so important. From the beginning of the invention of Coca-Cola in the world of the
pharmaceutical industry, successful companies across industries have been
innumerable, so potential entrants today may come from other industries. The
“five-force model” strictly separates the factors in the industry, not to mention the
limitations between industries.

In addition, when describing the competitive relationship in the same industry, the
“five-force model” is more extremely considered that enterprises in the industry only
have fierce competition and do not have cooperative relationships. However, with the
development and progress of society, the trend of "globalization" and "integration" has
become more and more prominent. There will be multiple cooperative relationships
between enterprises, and it will no longer be a competitive relationship between you
and us.

Although the "five-force model" does seem to have many flaws today, it is undeniable
that the construction of the model is indeed the essence of concentration, with the
simplest models and factors to achieve the greatest effect. Some of the flaws may have
been Professor Porter’s negligence at the time, but most of it was due to the
development of the times.

2 New Thoughts on Improving Porter's "Five Force Models"

Based on the "Five Forces Model", Porter has also summarized three general strategies,
which are used to establish a promising position for the company's long-term
development, and thus are favored by the business community. However, due to the
one-sided nature and limitations of the “five-force model” of the general strategy and
the one-sidedness and limitations of the hypothesis, there are many logical defects in
the three strategies. Therefore, companies that want to make favorable decisions in
today's business environment need to make improvements based on the original
“five-force model”.

(1) Evaluate the benefits of analysis and select the optimal strategic approach
before analysis

First of all, the authenticity of information and the timeliness of information are
inherent defects in the nature of information, but the "five-force model" has not been
avoided. The survey also shows that the consumption and actual effect of the
company's customer inclination survey are better than the collection and analysis of
industry information. Many companies today use questionnaires and online data to
make judgments about consumers' preferences and choices, so that strategies can be
improved. For example, some companies collect website click data to understand
customer preferences and make marketing strategies change. Improvements in sales in
the value chain have created a premium for the company. Especially when the industry
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environment analysis of the company is not very effective, such as emerging industries
or sunset industry, what enterprises should do at this time is to focus on the customer's
consumption tendency rather than the industry environment.

analysis

Impleme
ntation

strategy select

Consumer information

Industry structure information

Create use value

Build industry advantage

Figure 1 Enterprise strategy analysis, implementation and selection, role and effect in consumer trends and
analysis of the industry environment

gained
profit

(2) The internal advantages of the company and the advantages of the industry go
hand in hand

The company's strategy cannot be based solely on the structure of the industry, but also
on its own competitive advantage. As the core idea of the VRIO analysis framework
proposed by Jayne Barney states, “sustainable competitive advantage cannot be created
by simply operating environmental opportunities and threats, and then operating in a
high-impact, low-threat environment. Sustainable competition. The advantages also
depend on unique resources and capabilities that companies can apply to environmental
competition." In order to obtain a sustainable competitive advantage, the internal
superior resources are the basis, such as the internal management level, the quality of
employees, the uniqueness of technology, etc., while the external environmental
adaptation is the way, the two are not contradictory, the enterprise needs What you do is
to choose the right strategic direction when facing different stages of development and
changing external environment. For example, when the industry environment is
unstable, the internal advantage is not as good as the external environment at this time,
and enterprises should focus on the construction of industry advantages.

(3) Consider the impact of the important external environment on the “five
forces” and then conduct an overall analysis

The external environment has direct or indirect effects on the five kinds of
competitiveness, and some obviously affect one of the forces to affect other factors (the
linkage of “five forces”), or have different effects on each factor. , depending on
different external factors. For example, the government's policy of maintaining
consumers may greatly increase the bargaining power of the buyer and thus affect the
business operations of the company. Therefore, enterprises should not neglect the role
of the external environment, but do not have to fully consider the impact of all external
environments. First, because there are too many external environmental factors, and
most of the impacts are minimal, it is only necessary to consider the external
environmental factors that have a greater impact. The size of the impact depends on two
aspects: on the one hand, whether the impact on the enterprise is different from other
enterprises; on the other hand, whether the impact on the “five forces” is obvious.
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When an enterprise conducts a “five-force model” analysis, it can analyze important
external environmental factors first, then act on five factors, and put all factors that
have been affected by the external environment into the “five forces” framework, and
then conduct an overall analysis. .

Economic
Factors

Social
Factors

Technical
Factor

Political
Factors

Geographical
Factor

external
factorsX

buyer

alternatives

Competition within
the industry

Potential entrant

supplier

Five force
framework

Figure 2 How to use the external environment in the“five forces” analysis

(4) Use dynamic competitive thinking to analyze

Enterprises must analyze two aspects in terms of dynamic competitive thinking:

First, the diversity of competitive relationships. The threat of corporate profitability is
not from competitors, but may also come from other market factors, such as the
reduction in market demand. Therefore, the company's competitive strategy needs to
weigh the role of each factor, and then adopt different strategies for different opponents,
rather than simply compete for market share with competitors. For example, the
strategy of the Shu Kingdom during the Three Kingdoms period, Fu Nanxun, Lianwu,
and anti-Cao, although the various forces are competitors, they are in different
competitive relations. Because the change of industry structure will affect the
attractiveness of the industry and thus affect the profitability of the enterprise, the
enterprise should correctly handle the competitive relationship, and under the premise
of ensuring the healthy and stable development of the profit of the whole industry, it
will not fall into the competitive advantage within the industry. The cycle of vicious
competition has led to a decline in industry profits. For this reason, there is a “Nash
equilibrium” in dynamic competition, that is, when the cooperation of many or all
enterprises in the industry can create the highest attraction for the industry, and the
income is greater than the gains from market share competition. Enterprises should
change their competitive relationship.

Second, strategic deployment should have a long-term perspective. It is impossible for
an enterprise to maintain its advantage in the industry with a constant strategy, mainly
because of uncertain external factors and the reaction of internal enterprises. Especially
in the market situation of China, the imitation ability of other enterprises cannot be
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underestimated. Therefore, the company's strategy should be a process of continuous
improvement, and success in continuous selection and positioning.

(5) Clarify the relationship between the “five forces” and pay attention to the
linkage between the “five forces” in the analysis

The linkage between the “five-force model” will affect the estimated profit of the
enterprise to a certain extent, thus deviating from the actual situation. Therefore, if you
want to grasp the accuracy, in addition to trying to change a certain competitiveness and
affect the structure of the industry, enterprises must also consider the impact of this
move on other competitiveness, as well as the degree of influence, and take
corresponding measures to Ensure the comprehensiveness of the strategy. At the same
time, enterprises should also be aware of the potential conversion relationship between
“five forces”. As mentioned above, if a company’s “supplier bargaining power”
weakens, or “buyers’ bargaining power” increases, Prepare for the evolution of
“forward integration” and “backward integration” at any time in order to obtain more
favorable conditions for enterprise development.

(6) Follow the footsteps of the times, can't stick to the rules

A few years ago, the online version of Forbes magazine published a commentary on the
issue of the bankruptcy protection of the Monitor Group founded by Michael Porter.
The article pointed out that Monitor is not the so-called "five forces" in Porter's
strategic theory. Anyone who "kills" is "killed" by the customer as the dominant force.
In fact, this phenomenon cannot be completely attributed to the failure of the
“five-force model”. If we go back to 1985, we will not understand it. As early as 1985,
Michael Porter first proposed the concept of the value chain. But the value chain he
describes only clarifies the creation of customer value from the perspective of the
enterprise, but ignores the final use value of the customer, because the evaluation of the
final use value comes from the consumer, not the enterprise. In other words, the
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Figure 3 Dynamic competitive thinking of business and strategy
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“five-force model” is just a framework, and the specific effect depends on the ideas
used when using the framework. It is said that the "five-force model" is outdated, and
the outdated is only the traditional analytical ideas and methods, as well as the
competitive elements beyond the new "five forces" of the modern market that it lacks.
However, as long as the "five-force model" is used in a modern strategic way, and the
role of new-type elements is fully taken into account, the "five-force model" can still be
used as an important method for strategic analysis of enterprises. In short, three major
directions must be considered for the formulation of a company's strategy. The first is
to have an internal core advantage, because this is the foundation for creating direct
value for customers, and it is also the source of corporate profits. Secondly, it must
maintain a benign industry structure to stabilize the attractiveness of the industry, so
that there will be industries in which the company is located. Profit protection; finally,
we must strive to build an industry advantage, which is to occupy a certain dominant
position in the industry, in order to obtain the maximum profit in the industry.

The progress of the times is both an opportunity and a challenge for all enterprises.
There is no fixed market, and there is no once-and-for-all strategy. The "five-force
model" in the new era should also follow the beat of the times and create new and
exciting. Strategy formulation is a dynamic process of continuous feedback and
constant adjustment. When formulating a competitive strategy, enterprises should not
fix the target market, but should focus on innovation and positioning. While occupying
the industry market, they should also be ready to develop new markets and enter other
industry markets.
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