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4.1 Environmental Scanning

Environmental scanning- the monitoring, evaluation
and dissemination of information from the external
and internal environments to key people within the
corporation
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4.1 Environmental Scanning

Identifying External Environmental Variables

e Natural environment
e Societal environment

e Task environment
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4.1 Environmental Scanning

Identifying External Environmental Variables
Natural environment

e Physical resources
e Wildlife
e (limate
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4.1 Environmental Scanning

Identifying External Environmental Variables

Societal environment- social systems that influence
long-term decisions

e Economic forces

e Technological forces
e Political-legal forces
e Sociocultural forces
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cconomic | Tedlogica olical-Legl

GDP trends

Interest rates

Money supply

Inflation rates
Unemployment levels
Wage/price controls
Devaluation/revaluation
Energy alternatives

Energy availability
and cost

Disposable and
discretionary income

Currency markets

Global financial system

Prentice Hall, Inc. ©2012

Total government spending
for R&D

Total industry spending
for R&D

Focus of technological efforts

Patent protection
New products

New developments in

technology transfer from lab

to marketplace

Productivity improvements
through automation

Internet availability

Telecommunication
infrastructure

Computer hacking activity

Antitrust regulations

Environmental protection
laws

Global warming legislation
Immigration laws

Tax laws

Special incentives

Foreign trade regulations

Attitudes toward foreign
companies

Laws on hiring and
promotion

Stability of government
Outsourcing regulation

Foreign “sweat shops™

Lifestyle changes

Career expectations
Consumer activism

Rate of family formation
Growth rate of population
Age distribution

of population

Regional shifts

in population

Life expectancies
Birthrates

Pension plans

Health care

Level of education
Living wage

Unionization
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4.1 Environmental Scanning

Identifying External Environmental Variables

Task environment- groups that directly affect a
corporation and are affected by the corporation

e (Government

e Local communities

e Suppliers

e Competitors

e (Customers

e Creditors

e Unions

e Special interest groups/trade associations
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4.1 Environmental Scanning

Identifying External Environmental Variables

Industry analysis- an in-depth examination of
key factors within a corporation’s task
environment
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4.1 Environmental Scanning

Identifying External Environmental Variables

STEEP Analysis- monitoring trends in the
societal and natural environments
—  Sociocultural-

—  Technological-

—  Economic-

—  Ecological-

— Political-legal forces
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4.1 Environmental Scanning
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Trends in Economic Forces:

Interest rates
Home sales

Qil prices
Emerging markets

BRIC countries
Eastern Europe
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4.1 Environmental Scanning

TABLE 4-1

Economic

GDP trends

Interest rates

Money supply

Inflation rates
Unemployment levels
Wage/price controls
Devaluationfrevaluation
Energy alternatives
Energy availability

and cost

Disposable and
Currency markets
Cilobal financial system

Total government spending
for R&D

Total industy spending
for R&D

Focuz of technological efforts
Patent protection
Mew products

Mew developmentz in
techoclogy transfer from lab
to rnatketplace

Productivity improvemedats
through automation

Internet avodlability
Telecomumunication
infrastruchye

Computer hacking ackivity

Some Important Variables in the Societal Emvironment

Anlitrust regulations
Environmental protection
laws

Global warming legislation
Irni gration lawes

Tax laws

Special incentives
Foredgn trade regulations
Acttitudes toward foredgn
companias

Lawsz on hiring and
promotion

Stability of government
Otzourcing regulation
Foredgn "sweat ghops”

Lifestyle changes
Cateer ex pectations
Consumes activism
Rate of family formation
Growth rate of population
A e distri bution

of population

Regional shifts

in population

Life expectancies
Birthrates

Penzsion plans

Health care

Lavel of education
Living wage
Didonization
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4.1 Environmental Scanning

Trends in Technological Forces:

— Portable information devices and electronic
networking

— Alternative energy sources

— Precision farming

— Virtual personal assistants

— Genetically altered organisms
— Smart, mobile robots
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4.1 Environmental Scanning
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Trends in Political-Legal Forces:

Enforcement of U.S. antitrust laws
Taxation and labor laws
Government bureaucracy

World Trade Organization

4-13



4.1 Environmental Scanning

Trends in Sociocultural Forces:

— Demographics

— Increasing environmental awareness

— Growing health consciousness

— Expanding seniors market

— Impact of Gen Y

— Declining mass market

— Changing pace and location of life

— Changing household composition

— Increasing diversity of workforce and markets
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4.1 Environmental Scanning

TABLE 42 Generation o L Agein200s | umber

Current LS.
Ganerations

WWISilent Generation 1932-1945
Baby Boomers 19451964
Generation X 19651977
Generation Y 19781994

a0-73
41-59
2840
11-27

32 million
77 million
45 million
70 million

SOURCE: Developad from data listed in Dt Parkinson, Ve of Experisnce: Matre Workers im the Fuieore Work.
force (Mew York: The Conference Board, 206020, po 19,
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4.1 Environmental Scanning

TABLE 4-3

Economic

Economic development
Per capita income
Clirmate
GDP trends
Monetary and fiscal
fici
Unemployment levels
Currency convertibility
Wage levels
Manare of competition
Membership in regional
eCONomie Azsocintions,
8.g.. BU, NAFTA,
ASEAN

Membership in World
Trade Ciganization
(WTO)

Chutsourcing capability
Global financial system

Regulations on technology
tranafer

Energy availability/cost
Maharal resource availabdlity
Transportation network
Skill lewel of workforce
Patent-trademnark protection
Internet availabitlity
Telecommunication
infrastigcture

Computer hacking techinclogy
Mew enargy sources

Foam of government

Tax laws

Stabdlity of government
Governiment attitude towand
fodeign companies
Ragulations on foreign
ownership of asets
Strength of opposition groaps
Trade fegulations
Protectionist santiment
Foreign policies

Terroist activity

Legal aystem

Global warming laws
Immigration lmws

Some Important Variables in International Societal Emvironments

Customs, norms, valiues
Language
Demographics
Life expectancies
Social institutions
Stz gymbolz
Lifestyle
Religions beliefs
Attitudes toward
foreigners
Literacy level
Human rights
Environmentafism
“Sweat ghops™
Pension plans
Health case
Slavery
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4.1 Environmental Scanning

FIGURE 4-1
Scanning External
Environment

Analyeis of Societal Ervironmeant
™ Economic, Socicculbural, Technolegical, Poliical-Legal Factors

Cormrminity
Aralysis

I [

€

Ma kst
Analysis
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4.1 Environmental Scanning

Identifying External Strategic Factors:

Issues priority matrix- used to identify and analyze
developments in the external environment

External strategic factors- key environmental trends
that are judged to have both a medium to high
probability of occurrence and a medium to high
probability of impact on the corporation
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( 4.1 Environmental Scanning

FIGLRE 4-2 Probable Impact on Corporation
lssues Fﬁ:;ﬁ High Medium Low
B High High
T Priority Pricrity

High
Priatity

Probability of Occurrence
Mediurm

Low
Pricrity

SOURCE: Reprinfed from Long-Range Planning, Vil 17, Mo, 3, 1984, Campball, “ Foresipht Activitiar in the UT5A
Time fora Re-Assesoment? 7 pp. 46, Copyripht © 19084 with permission from Elsevier
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4.7 Industry Analysis: Analyzing the Task Environment

Industry- a group of firms that produces a
similar product or service

Porter’s 5 forces:
— Threat of new entrants
— Rivalry among existing firms
— Threat of substitute products
— Bargaining power of buyers
— Bargaining power of suppliers
— Relative power of other stakeholders (added)
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4.7 Industry Analysis: Analyzing the Task Environment

FIGURE 4-3

Forces Driving
Industry
Competition

Patantial
Ertranits
Relative Threat
Power of Mew
of Uinions, Entrants
Govarmiments,
Special
Iritera st
Other (Groups, ete. S .
Siakeholders Competitors Bargaining
Buysrs
Suppliers
Bargaining
Fower
of Suppliers

SOURCE: Reprinred wirh the perosivsion af The Free Press, A Division of Simon & Schbaster Adull Fublishimp Group,
from COMPETITIVE STRATEGY: Techniques for Analyring Industries and Competitors &y Michas! E. Porfer
Copyright @ 1950, 1958 by The Free Press. All rights reserved.
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4.7 Industry Analysis: Analyzing the Task Environment

Threat of new entrants- new entrants to an

industry bring new capacity, a desire to gain
market share and substantial resources

Prentice Hall, Inc. ©2012 4-22



4.7 Industry Analysis: Analyzing the Task Environment

Entry barrier- an obstruction that makes it difficult for
a company to enter an industry

e  FEconomies of scale eAccess to distribution

e  Product differentiation channels
e Capital requirements eCost disadvantages due to

e Switching costs SIz€ .
eGovernment policies
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4.7 Industry Analysis: Analyzing the Task Environment

Rivalry Among EXxisting Firms- new entrants to an
industry bring new capacity, a desire to gain
market share and substantial resources

e Number of competitors

e Rate of industry growth

e Product or service characteristics
e Amount of fixed costs

o (Capacity

e Height of exit barriers

e Diversity of rivals
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4.7 Industry Analysis: Analyzing the Task Environment

Threat of Substitute Products or Services-
products that appear different but can satisfy the
same need as another product
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4.7 Industry Analysis: Analyzing the Task Environment

Bargaining Power of Buyers- ability of buyers to

Prentice Hall, Inc. ©2012

force prices down, bargain for higher quality, play
competitors against each other

Large purchases

Backward integration
Alternative suppliers

Low cost to change suppliers

Product represents a high percentage of buyer’s
cost

Buyer earns low profits
Product is unimportant to buyer
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4.7 Industry Analysis: Analyzing the Task Environment

Bargaining Power of Suppliers- ability of suppliers
to raise prices or reduce quality

e Industry is dominated by a few companies

e Unique product or service

e Substitutes are not readily available

e Ability to forward integrate

e Unimportance of product or service to the industry
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4.7 Industry Analysis: Analyzing the Task Environment

Relative Power of Other Stakeholders

e (Government

e Local communities

e Creditors

e Trade associations

e Special interest groups
e Unions

e Shareholders

e Complementors- products that work well with a
firm’s product
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4.7 Industry Analysis: Analyzing the Task Environment
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Industry Evolution

Fragmented industry- no firm has a large

market share and each firm only serves a small
piece of the total market in competition with other

firms

Consolidated industry- domination by a few
large firms, each struggles to differentiate products

from its competition

4-29



4.7 Industry Analysis: Analyzing the Task Environment
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Categorizing International Industries

Multi-domestic Industries- specific to each

country or group of countries

Global Industries- operate worldwide with

multinational companies making only small
adjustments for country-specific circumstances

Regional industries- multinational companies

primarily coordinate their activities within regions
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4.7 Industry Analysis: Analyzing the Task Environment

FIGURE 44
Continuum

of International
Incdustries

’ Global

Multidomestic «‘_

Irechustry in which cormpanies tailor
their products to the specific nesds

of corsumer: n a particular country.

+Hatailing
+ | reurancs
* Barking

|I'|l:|LIEI1:I'|j|I‘II'| which companies rranufacthirs
the sarmes procucts, with only rminor
scfusiments ma-:l-a for incividual countries
arcund the world.

+ Automobiles

+ Tires

+ Tekwigion sats
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4.7 Industry Analysis: Analyzing the Task Environment

Strategic group- a set of business units or firms that
pursue similar strategies with similar resources

Prentice Hall, Inc. ©2012 4-32



4.7 Industry Analysis: Analyzing the Task Environment

FIGURE 4-5 Hich
M apping Strategic
Groups in the mmﬂl
LL5. Restaurant ChiChi's
Chain Industry
Petking
Interraticnal House
of Pancakes
Pondensea
EBocnanza
ki Country Kitchen
a
KFC
Pizza Hut
Lesreg John Silvar's
Arby's Wendy's
Dominc's Dairy Qusen
Hardee's Taco Hell
Burger King McDonald's
L e
Limited Meru Full Menu

Froduct-Line Braadth
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4.7 Industry Analysis: Analyzing the Task Environment

Prentice Hall, Inc. ©2012

Strategic Types

Defenders- focus on improving efficiency

Prospectors- focus on product innovation and
market opportunities

Analyzers- focus on at least two different product
market areas

Reactors- lack a consistent strategy-structure-
culture relationship
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4.7 Industry Analysis: Analyzing the Task Environment

Hypercompetition

Creates a condition of disequilibrium and
change

e Competitive advantage comes from:
— knowledge of environment
— willingness to take risks
— Cannibalization of own products
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4.7 Industry Analysis: Analyzing the Task Environment

Key success factors- variables that can significantly
affect the overall competitive positions of
companies within an industry

Industry matrix- summarizes the key success factors
within a particular industry
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4.7 Industry Analysis: Analyzing the Task Environment

Lr-Yc N R Industry Matrix

Company A Company A Company B Company B
Key Success Factors Rating Weighted Score | Rating Weighted Score
2 3 4 5 &

Total L0 __ —

SOURCE: T. L. Wheelen and 1. It Hunger. fadintry Mairie Copyright © 1997, 2001, and 2005 by Wheelen & Hunger Associates. Reprinted
with permission.
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4.3 Competitive Intelligence

Using Key Success Factors to Create an
Industry Matrix

Competitive intelligence (business intelligence)- a
formal program of gathering information on a
company’s competitors

Sources of competitive intelligence:
e Information brokers
e Internet
e Industrial espionage
e Investigatory services
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4.3 Competitive Intelligence

Monitoring Competitors for Strategic Planning

Primary activity of competitive intelligence is to
monitor competitors

Competitors organizations that offer same, similar, or
substitute products or services in the business
areas in which a particular company operates
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4.4 Forecasting
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Forecasting is based on a set of assumptions

Faulty underlying assumptions are the most
frequent cause of forecasting errors

Useful forecasting techniques

Extrapolation *Delphi technique
Brainstorming Statistical modeling
Expert opinion *Prediction markets
Industry Scenario *Cross impact analysis
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4.6 Synthesis of External Factors—EFAS

TABLE 4-5

External Factors

Opportanities

® Bconomic integration of European Comumunity 20
» Demographics favor quality appliances A0
® Beonomic development of Asia 03
m Opening of Eastern Burope 05
® Trend to “Super Stores’ 10
Thrests

B Increasing government fegulations A0
w Strong 1.5, competition 10
® Whirpeod and Electrolux strong globally A5
» Mew product advances 05
® Japaness appliance companies A0
Total Scores L0

4.1
5.0
1.0
2.0
1.8

43
4.0
3.0
1.2
1.&

=oRME

E sases

External Factor Analysis Summary (EFAS Table): Maytag as Example

Weighted
Weight | Rating Score Comments
2 3 4 5

Acquisition of Hoover
Maytag quality

Low Maytag presance

Will take time

Maytag weak in this channel

Well positionad

Well positionad
Hoower weak globally
Cuesticnatle

Caly Asion presence in
Australia
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APPENDIX 4A o
Competitive
Analysis Techniques

FGFI_IJE_L&EF::F Winst Diives ' Wit e Compeditor
ercise: Porter's the CompeBior s Doing snd Can Do
Com ponents
of Competitor
_ Analysis FUTURE GOALS ! CURRENT STRATEGY
Alallevals IIITI'HEI'IH;BI'I'EI'IT How the Dusinass s

and In murtipls dimenslions currantly competing

\ /

COMPETITOR'S RESPONSE PROFILE

Ia H'EIIPJ'HFGHD:IT satisfied with cumant Fl:lam:ﬂ?
What lkaly mioves of sitabagy shifts will the compstitor maks?
Wharns s tha mmpﬂﬂb:-r\'ulreratub?

What will praviks the greatast and most sffactivs ratalation by he compstitors

A ™~

ASSUMPTIONS : CAPABILITIES
i

Hald about tesr I Both sirengite

and the Irdusiry l ard wesknesses

SOURCE: Eeprinted with the permission of The Pree Press, A Dividon of Simon & Schusa Adult Publishing Groop,
from COMPETTTIVE ADVANTAGE: Techniques for Analyzing Industries and Competitors by Michasl Porver.
Copyright © 1930, 1998 by advantage the Free Press. All rights reserved.

Prentice Hall, Inc. ©2012 4-42



