1712048 Millbank N - PD01 A2 DRRE 2
The Porter Five Forces Model
Michael Porter developed the Five Forces method of analysis in 1979.  The model aims to examine five key forces of competition within a given industry.  These five key forces are: industry competition, Bargaining power of buyers and suppliers, Threat of a new company or service and substitute products.  I will now analyse how these individual forces effect the environment of Apple. 
Industry Competition
The level of competition amongst the major companies who directly compete with Apple in the technology sector is high.  Apple is in direct competition with companies such as Google, Hewlett-Packard, Samsung and Amazon to name a few.  All of these companies spend an lot of money on research and development (R&D) and marketing, just as Apple do. This makes the competitive force within the industry very strong.  One thing that makes the industry so highly competitive is the relatively low switching cost.  It does not cost a lot for a consumer to no longer buy Apple's iPad and instead, opt for an Amazon Kindle or other tablet computers.  The threat of marketplace competition is a key consideration for Apple, which it has dealt with by continually developing new and unique products to increase their position in the market. 
Bargaining Power of Buyers
The low switching cost mentioned above strengthens the bargaining power of buyers.  There are two points within this force which are the individual bargaining power of a single buyer, the power of multiple buyers and with this, the bargaining power they have.  For Apple, individual bargaining power is a weak force, since the loss of just one customer represents a a very small and rather insignificant amount of revenue loss for Apple.  However, the multiple customers bargaining power brings a whole new problem of the possibility of mass customer defections to a competitor.  This is classed as strong force.  Apple deals with this strong force by continuing to make huge investments in R&D, enabling it to keep developing new and unique products such as AirPod headphones and the Apple Watch.  This in turn,  builds significant brand loyalty.  Apple has been very successful in this area; establishing a large customer base that would never consider abandoning the iPhones in favour of another smartphone company. 
Threat of New Entrants to the Marketplace
The threat of a new entrant to the marketplace that could seriously threaten Apple's market share is relatively low. This is primarily due to two things being the extremely high cost of establishing a company within the industry, and the additional high cost of establishing brand name recognition.  Any new entrant to the marketplace of computing or smartphones needs to have a massive amount of money just to spend on R&D. The money also would not guarantee success. The secondary challenge is establishing brand name recognition within an industry that already has several companies such as Apple, Google and Amazon, with very strong brand recognition globally. 
Although it is possible that a new company, perhaps a company with massive financial backing from an already established company, might eventually challenge Apple's position within the industry.  For the immediate future, the likelihood of such a challenger arising is remote.  It is however important for Apple to continue strengthening their competitive position through new product development and building brand loyalty to place any potential new entrants to the industry at a disadvantage.
Bargaining Power of Suppliers
The bargaining power of suppliers is a relatively weak force in the marketplace for Apple's products.  The bargaining position of suppliers is weakened by the high number of potential suppliers overall and the large number of physical supplies.  Apple is free to choose from a large number of potential suppliers for part or all of their products.  The industry for their required product parts, such as the manufacturers of computer processors are themselves highly competitive.  The switching cost for Apple to exchange one supplier for another is relatively low and not a significant obstacle and Apple is a major customer for most of their parts suppliers; therefore the suppliers are extremely reluctant and unlikely to risk losing their business.  This strengthens Apple's position in negotiating with other companies. 
Threat of Buyers Opting for Substitute Products
Substitute products within the framework of Porter's Five Forces Model are not products that directly compete with a companies products but are possible substitutes for them.  In the case of Apple, an example of a substitute product is a landline telephone that might be a substitute for owning an iPhone.  This market force is relatively low for Apple due to the fact that most potential substitute products have limited capabilities compared to their products, as in my example of a landline telephone compared to an iPhone; the iPhone can do so much more than just make telephone calls.
Summary
[bookmark: _GoBack]Porters Five Forces analysis of Apple's position in the technology market shows industry competition and the bargaining power of buyers as the two strongest marketplace forces that can effect Apple.  The bargaining power of suppliers, the threat of buyers opting for substitute products, and the threat of new entrants to the marketplace are all weaker elements amongst the key industry forces.

