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A host of concepts and methods are introduced in this and the following three chapters. It w, .
of course, be ::cm%& to use all of them in any given context and the mQM»ommm" should wmmmmm M_Mv“ Chapter 2 External and Customer Analysis 23
i + relevant to the situation at hand shoul ; N /
compulsion to do so. wmﬁrﬁw EHMNMMM&MM:&MMM%HR 1] than others and will Bmh.vﬁ M%m selecteq, Mmz. mQﬁMmMo WmSmi w:m change is often continuous. Information sensing and analysis therefore
Furthermore, some areas ot analy: re effort, v_M wwm EM m.m continuous. The framework and concepts of external analysis can still play a key
M“ r.v_ ing structure even when the analysis is continuous and addresses only a portion of
The Level of Analysis—Defining the Market e ,m m e. B e
al analysis, th xternal analysis deliberately commences with customer and competitor analyses because they
An external analysis of what? To conduct an external ana ysis, the market or submarket can help define the relevant industry or industries. An industry can be defined in terms of the needs
boundaries need to be mwm&mmm. The scope o.m external analysis o.mb 5<oH<.® an Emcmc% gom&v\ o@ specific group of customers—those buying fresh cookies on the West Coast, for instance. Such
defined (sporting goods), narrowly defined (high performance skis), or using a scope definitioy, S EmmmﬁthmEco: then forms the basis for the identification of competitors and the balance of
that falls in between such as: ol Eu: vw_m. An industry such as the cookie industry can also be defined in terms of all its
: . : competitors. Because customers have such a direct relationshi 3 ;
e Skiclothing and equipment usually a rich source of relevant operational owwoncmwmmmwc%nmw%o mﬂ%ﬂabwmwwm“mmmz‘ i
e Skis and snowboards
o Downhill skis THE SCOPE OF CUSTOMER ANALYSIS
The level of analysis will depend on the organizational unit and strategic decisions involved, In most strategic market-planning contexts, the first logical step is to analyze the customers.
A sporting goods company, such as Wilson, will be making resource decisions across sports and Osmﬁoma_.ﬂ msw_v@m%mb be :mm.?__.v\ partitioned into an understanding of how the market segments,
thus needs to be concerned with the whole industry. A ski equipment manufacturer may only be wwm woz ! MMM% MMM& Mﬂomoﬂwwwwcoav Emm an exploration of unmet needs. Figure 2.3 presents a
concerned with elements of sporting goods relating to skis, boots, and clothing. The maker of d area of inquiry.
high-performance  skis might be interested in only a subsegment of the ski industry. One
mmm:omov to defining the market is to specify the business scope. The scope can be identified in SEGMENTATION
terms of the product market and in terms of the competitors. Relevant, of course, are the future Segmentation is often the key to developing a sustainable competitive advantage. In a strategic
context, segmentation means the identification of customer groups that respond to competitive

product market and competitors as well as the present ones.
There is always a trade-off to be made. A narrow scope specification will inhibit a business
t could lead to some attractive options and

from identifying trends and opportunities tha
directions. Thus, a maker of downbhill skis may want to include snowboards and cross-country

skis because they represent business options or because they will impact the ski equipment
business. On the other hand, depth of analysis might be sacrificed when the scope is excessively

broad. A more focused analysis may generate more insight.

The analysis usually needs to be conducted at several levels. The downhill ski and snowboard SEGMENTATION
industry might be the major focus of the analysis. However, an analysis of sporting goods might ¢ Who are the E.mmm% ocm»owzmaw The most profitable? ‘36.50..# attractive woﬁmm&mm customers? Do the
suggest and shed light on some substitute product pressures and market trends. Also, an analysis ¢ Wmﬁosmwmm% into m_“é Mmﬁ& ms.%m based on %Mmm,ﬁ aomwwnoa.. or %ﬂﬁmw&.& 5
may be needed at the segment level (e.g., high-performance skis) because entry, investment, and ow could the market be segmented into groups that would require a unique business strategy:

strategy decisions are often made at that level. Furthermore, the key success factors could &m.& CUSTOMER MOTIVATIONS
for different product markets within a market or industry. One approach is a layered wwm&.\m_m, « What elements of the product/service do customers value most?
d be Bcﬁ%_m o What are the customers’ objectives? What are they really buying?

with the primary level receiving the most depth of analysis. Another approach coul st are they re
analyses, perhaps consecutively conducted. The first analysis might stimulate an opportunity that + How do segments differ in their motivation prioritiest rud
tivation? In customer priorities?

justi i ing in customer mo
would justify a second analysis on a submarket. * What changes are occurring in ¢

Om.mﬂ.mnmm differently from other groups. A segmentation strategy couples the identified segments
with a program to deliver an offering to those segments. Thus, the development of a successful
segmentation strategy requires the conceptualization, development, and evaluation of a targeted

competitive offering.

UNMET NEEDS
s dissatisfied? Why are some changing brands or suppliers?

When Should an External Analysis Be Conducted? IR E Al : Eﬂ
. ; o What are the severity and incidence of consumer pro ems :
b wmbmmnow i _.&mmmﬁm oy md&v\mwm to-an anpakexereie: Egoh W 4 o What are unmet needs that customers can identify? Are there some of which consumers are unaware?
focs o Do these unmet needs represent leverage points for competitors or a new business model?

course, it may not require the same depth as the initial effort. It may be more productive t0

on a part of the analysis in the years immediately following a major effort. :
The annual planning cycle can provide a healthy stimulus to review and change strate&’ am

moéméﬁmm:wmﬁmza&amrmamamuBEE&E&@QSB&%&EW&% mbﬁ:&m,\mi. .Hrmumm

Figure 2.3 Customer Analysis




