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Porter’s five forces is a way of understanding the forces at play within the organisations environment that effect its position. These forces consist of competative rivalry, supplier power, buyer power, threat of substitution and threat of new entry. By analysing these five forces within the organisation ways of cost cutting and making the most of the budget can be found and acted upon.
Competative rivalry – As rivalry within what this department offers to the squadrons is non-exsistant being the only internal operation offering this it is important not to become complacent. The hierarchy keep a close eye on what is happening and must adapt to retain the correct level of productivity of service output.
Supplier power – Contracted companies who supply aircraft parts are strictly regulated and held to fulfil the contract they have in place with this stores department by the Royal Navy commodity managers who mostly operate from Abbeywood, Bristol. When problems arise, they must liaise with the company in question and come to an acceptable solution within a certain timeline. Prices are generally fixed but some external economic factors may come in to play that affect this and some allowance can be made in the right circumstances.
 The MOD had a reputation for paying extortionate prices but this is no longer the case and hard negotiations are common place now within a more open bidding market which more external companies have access into. However, when the product is specialist, a premium price is expected and often realised. Great care must be taken when purchasing aircraft spares due to the obvious safety risks associated. Prime example of what can go wrong is the Leicester football club helicopter accident which only just happened days ago. Fewer the suppliers higher the cost and vice versa.
Buyer power – Within the Royal Navy great buyer power exsists especially concerning low price general products which can be purchased from a variety of products all over the world. Additional costs may exsist when changing supplier so the navy needs to take this into consideration when considering alternate solutions.
Threat of substitution – When dealing with the MOD external companies who supply a unique product have less likelihood of the MOD going elsewhere for a similar cheaper product compared to a civilian purchasing company due to the MOD having more purchasing quality and safety regulations. The MOD would rather pay more and have a safe product than risking a fault contained within an inferior product.
Threat of new entry – External suppliers are kept competitive by the MOD restricting the amount of time a contract for a suppling company is issued. For example, Banner stationary company, will only be given one or two years’ maximum. This way after this time expires the best possible new stationary contract can be accessed and acted upon.
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