
Indicative solutions to questions concluding the chapter 
1. What is an industry? What is the role of industries in local, regional, international and global 

economies? 

The chapter does not actually define an industry. This is a good exercise for seminars, what is an 
industry. Firms operating in an industry do so to what end? The short answer is to supply into a 
market where customers of particular classes of products are seeking to trade. It involves those 
supplying into the industry taking a resource or resources and changing them – adding value – 
through manufacture, packaging, service, etc. 

Some industries are regionally located arising from sourcing raw materials or energy requirements. 
Some are global – inter-connected – linked by complex supply chains and information systems. 

2. What are scenarios, and what are they not? 

Scenarios are plausible futures. They are not predictions. 

3. What is the relationship between PESTEL and scenarios? 

A rigorous PESTEL analysis can provide the foundational variables for strategists looking to 
undertaken scenario analysis. In that analysis the variables will be bundled/unbundled and 
reframed. The chapter demonstrates this with an example from the author’s own experience. 

4. What does a rigorous application of the five-forces model tell analysts and decision-makers? 

The five-forces analysis the evaluates the attractiveness of an industry – largely defined by its 
profitability and structure. Firms will seek to enter an attractive industry. Firms will look for 
exits/consolidation where an industry is unattractive or reducing in attractiveness. Hence analysts, 
on the basis of such an analysis, can recommend strategic options that mirror industry attractiveness 
and enable a firm in the industry to retain a share of the profit emanating from it. 

5. What is a substitute product, and what is it not? Give examples of substitute products to the 
following industries: fast food, low-cost airlines, fashion, pharmaceuticals, newspapers, 
university education? 

For Porter (Porter 2004) substitute products are those that “perform the same function as the 
product of the industry.” (p23). Examples from the listed industries include: 

Industry Substitute  
Fast food Supermarket (home cooking/ready meals), organic/veg box  
Low-cost airlines Trains, buses, cruising, bicycles 
Fashion Self-made/repurposing, sharing, second-hand, renting 
Pharmaceuticals Complementary medicines, surgery, lifestyle changes 
Newspapers Websites, magazines, television/radio 
University education Apprenticeships  

 

6. Give two weaknesses of the five-forces model – see (Coyne and Subramaniam 1996). Do you 
think they are actually weaknesses? 

Coyne and Subramaniam identify the following weaknesses: 



 that industries are made up of a set of unrelated buyers, sellers, competitors and substitutes 
that interact at arm’s length (transactional) 

 erecting a barrier to entry is a source of value determined by the structure of the industry 
 that uncertainty is sufficiently low to predict firm behaviour within the industry 

Are these actually weaknesses? The text suggests they are. The particular criticism in the text is that 
the five-forces model is prescriptive. Analysts take the model as though it models industries. 
However, it is a representation of industries, and one which is open to some challenge and is overly-
prescriptive in the context of climate change where significant change in the nature of industries is 
needed. That does not mean to say that the five-forces models cannot account for that, but it can 
inhibit change where analysts instrumentalise their findings. 

7. Give industry examples of: monopoly, oligopoly, perfect competition and hyper-competition. 

Type of industry Example 
Monopoly Railway/water infrastructure, Google search, Microsoft Office 
Oligopoly Chicken processing industry, big oil, mining, aircraft manufacture 
Perfect competition Coffee shops, greengrocers, transport services, law services, 

dentists, accountancy services 
Hyper-competition Consumer electronics 

 

8. Where do you place the following industries in the life-cycle: fast food, low-cost airlines, 
fashion, pharmaceuticals, newspapers, university education? Why (open to some debate)? 

Industry Position and justification 
Fast food Mature – large international groups own the biggest brands and 

trade globally. There are some new entrants with differentiated 
offerings 

Low-cost airlines Mature – whilst many airlines predict further growth, the pressure 
to reduce carbon emissions is likely to be a limiting factor, despite 
what they predict. The technology does not exist to increase pre-
Covid volumes. 

Pharmaceuticals Shakeout/Mature – there is still consolidation in the industry and 
new technologies that are transforming outcomes such as bio-
technology. This leads to alliances between large incumbents and 
smaller knowledge-intensive firms 

Newspapers Decline – the print media sees year-on-year decline in sales and 
more access through online portals 

University education Shakeout? Post-Covid the structure has changed and with the 
advent of virtual platforms, the traditional approach to university 
education is competing with alternative systems and for-profit 
suppliers 
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