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GROWING COMPETITION IN THE SMARTPHONE INDUSTRY 
 

Dr. Anjali Srivastav 
Commerce Department, Christ Church College 

Kanpur, Uttar Pradesh, India 
 

The smartphone industry is growing every year not only in terms of advancement of technology but also in sales. The only 
industry changed when the first iPhone was released in 2007 and after that the whole industry sort of changed when almost every other 
company started producing big screened devices. Currently, the market is dominated by IOS and Android users. The smart phone 
market was valued at USD 714.96 billion in 2020 and is expected to reach USD 1351.8 billion by the end of the year 2026.1 The 
industry can be better understood by using the porter analysis.  
 

The threat/risk to enter in this market is moderate and the barriers are not very high. This is because generally a large amount 
of investment is not needed, however retaining or gaining market share is very difficult. The big companies are able to maintain their 
market share because they continuously invest in research & development, involve in frequent technological advancement and have a 
lot of options to offer. Customers are loyal towards these big brands which lowers the demand for any new entrant. However, big 
players can easily enter the market even with these prevalent conditions. For example- Google entered the market by introducing 
Google Pixel and has sold around 7.2 billion phones till now.  
 

The bargaining power of buyers means how much pressure can the consumers exert on businesses in order to make then work 
in their favor. In this case, the power of buyers is moderate. Due to the growing competition, consumers have a lot of options 
available, so they settle for only the best option. Moreover, since all the customers are very tech-savvy and well informed, they know 
about their available options so their bargaining power increases. Talking in terms of companies, they invest a lot when it comes to 
meeting the needs of the customers and providing after sales service. So, a loyal customer himself reduces his chances of 
switching/substituting to some other brand.  
 

The overall rising threat of substitutes in this market is very high because of the extensive competition present. All the big 
companies like Apple, Samsung, Xiaomi, Huawei etc. compete with each other in almost all the aspects. Talking in terms of different 
price ranges, all the companies have products to offer with almost the same functions and features. This makes the competition really 
tight as the threat of substituting increases. Attaining differentiation in such a case is difficult that’s why companies focus more on 
investing in innovation and competition in terms of prices and customer loyalty.  
 

Bargaining power of suppliers in this market is limited because they cannot exert much pressure on the big companies as they 
have much more financial strength as compared to the suppliers. In the case of companies like Samsung, Apple or Google suppliers 
have limited powers and need to follow the rules and quality standards set up by the companies. 
 

The level of intensity among the existing competitors in this industry is very high. Due to the increased demand of 
smartphones, all the companies started to invest heavily towards innovation and technology in order to retain their customers. All 
major market share holders compete with each other on the basis of pricing, options and technological advancement. Since, all the 
companies are strategically placed in the same market, differentiation is difficult, demand is high thus making the intensity of rivalry 
among them also high.  
 

In the smart phone industry, Apple is a differentiator because it only targets customers with high purchasing power and that’s 
why is able to differentiate its products. Micromax follows the policy of cost leadership as it provides customers with more features 
for less prices as compared to its competitors. Blackberry was “Stuck in the Middle” because despite charging high prices it was not 
able to deliver the desired products thus losing its market standing.  
 

Last year, Apple reported to have 1.4 billion active users. Its primary audience is people who don’t mind spending in return 
of latest technology, features and capabilities. It uses the multi customer segment policy so as to tackle customers who can afford to 
buy the new expensive products but at the same time retaining others by offering the older models/versions for cheap. Apple has been 
able to differentiate itself in the whole industry because of its distinctive products and services that it has to offer. Along with offering 
products, it also offers digital services like icloud storage, apple music, iMovie, has better network effect etc. All in all, it’s a highly 

 
1 https://www.mordorintelligence.com/industry-reports/smartphones-market 
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diversified business focusing on information technology. Apple had a market share of 11.8% by the end of the third quarter of 2020. It 
uses the policy of premium pricing which makes its products unique and attractive to the consumers. Apple operates at a totally price 
range as compared to its competitors, thus making it difficult for them to enter that area of the market. It has a strong base of loyal 
customers so is able to increase its sale through differentiation. By using these strategies, Apple has been able to make a place for 
itself in such a way that Apple users don’t want to switch to any other brand.  
 

Micromax main target markets are the consumers who want the latest technology and features in cheap and affordable prices. 
The target market mainly consisted of students who couldn’t afford the high-end android devices of the competitors like Samsung and 
had to settle for less. Micromax is a cost leader as the only way it can compete with the strong market holders is through its low prices. 
Micromax offers all the same products and latest features as other companies and sells around 2.3 million mobiles every month. It 
offers smart phones but at the same time also offers feature phones for people looking for even cheaper options. It also offers a huge 
range of cheap complements to go with the main devices. Micromax, plans to make a massive comeback by offering products which 
will cater to 90% of the market which demand “cheap and affordable” devices. It uses the policy of penetration pricing since it is only 
way it can compete and survive in the industry. It uses low prices and latest features to maintain a loyal customer base, uses celebrity 
endorsements to gain visibility and uses the manufacturers of the big brands. These strategies have helped Micromax gain a good 
market share, especially in the rural and small cities of India. 
 

Blackberry once reigned the smartphone industry and initially its target market included businessmen who wanted to get their 
work done “on the go?” So, the target audience was anywhere near the age of 30-50. Later on, to expand their customer base they 
released cheaper models, like the Blackberry Bold to target the youth around the age of 16-20.   

 
The only reason why Blackberry once ruled the whole industry and owned one-fifth of the whole market in the year 2009, 

was because of the products, software and services it offered. It had a wide range of options offering various functions, which were 
not known to the market at that point of time. Like, GPS, the “push” technology, easy access to emails and the very famous 
“BlackBerry Messenger”. Blackberry had a very loyal and strong customer base because of the new features it brought to the market. 
Even though it ruled the market, it was not able to maintain it due to several reasons. Some of its products were not received well in 
the market and the newly launched iPhone 4 was giving it a tough competition. It was then when the customers realized that 
Blackberry was not able to give enough features and quality in accordance to the high process charged. Other companies had started to 
emerge who could offer more than blackberry in less prices and that’s how the company started to fall. Even when it tried to target the 
younger generations with a cheaper model it didn’t work because it didn’t have much features. So, despite it was leading the market 
and had a strong market share it was not able to sustain and succumbed to its competitors, especially the android phones. One of the 
main reasons behind this failure was the absence of good strategies that could tackle the dynamic industry.  
 

To conclude, we can say there is immense competition in the industry due to the increasing demand of smartphones and wide 
range of options and substitutes available. So, it can be difficult for small companies to sustain while the well-established companies 
will always remain the big players. The industry is on a growing trend and will continue to remain profitable in the coming years.  
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