Lecture 2. Situational
analysis of the enterprise



Agenda

2.1 Situational analysis: meaning

2.2 Analysis of the strategic position;
2.3 Analysis of market segments;

2.4 Analysis of competition;

2.5 Positional analysis.



What is Situational analysis

® Designed to determine the situation in which the enterprise is located, i.e.

the place it occupies in the general business space, the main factors
affecting the functioning of the enterprise, as well as its aggregated
characteristics in general.

® Situation analysis is a comprehensive analysis of capturing all relevant

information and factors (internal and external) that affect the current and
future situation of the organization.




® Situational analysis contributes to a better awareness of the company

resources, products, the prosperity, the market situation and possible future
development directions.

® Therefore it helps significantly during strategic decision processes.

® The result of situational analysis as a basis for creating strategies, plans or
proposals of possible scenarios for the future conduct of the company.




situation analysis

® SWOT-analysis;

® analysis of the strategic position occupied by the company;
® analysis of market segments;

® analysis of competition;

¢ positional analysis.
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Internal environment
Strengths

Excellent sales staff with strong knowledge of existing
products

Good relationship with customers

Good internal communications

High traffic location

Successful marketing strategies

Reputation for innovation

External environment
Opportunities

Similar products on the market are not as reliable or
are more expensive

Loyal customers

Product could be on the market for Christmas
Customer demand - have asked sales staff for similar
product
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Weaknesses

High rental costs

Market research data may be out of date
Cash flow problems

Holding too much stock

Threats

Competitors have a similar product

Competitors have launched a new advertising
campaign

Competitor opening shop nearby

Downturn in economy may mean people are spending
less



2.2 Analysis of the strategic position of the
company

is identifying strategic economic zones, their interrelationships, surroundings
and other important characteristics.

® strategic analysis,
® analysis of the strategic portfolio,

analysis of the strategic set



Strategic Economic Zones

® the Strategic Economic Zones is a segment of the company's environment
for which it has an outlet or plans to get such an outlet.

® The location of resources for different Strategic Economic Zones, the

relationship of Strategic Economic Zones between themselves and the
external environment determine the strategic position of the company.




The detection of the Strategic Economic Zones occurs in the following order. The strategic zone is
determined by the needs of the market, technology, customer type and geographic area.

The defining indicators of the development of Strategic Economic Zones are:

® phase of development (phase of the life cycle);
® market size;

® purchasing power (solvent demand);

® existing barriers to entry;

® habits of customers;

® the composition of competitors;

® type and intensity of competition;

® the main distribution channels;

state regulation;

icators of external environment development (economic, social, political, technological)



A direct analysis of the strategic position of the
enterprise is carried out through the following means:

*matrix BCG;

*matrix AD Little;

®Shell matrix;

®business screen McKinsey [/ GE;

®matrix Ansoff and Porter.



Boston Consulting Group matrix
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how to build and analyze bcg matrix

® 1. The first step is to make a list of those goods, units or companies that will be
analyzed using the BCG matrix.

® 2. Defining the market is one of the most important things to do in this analysis

® 3. Calculate relative market share. Relative market share can be calculated in

terms of revenues or market share. It is calculated by dividing your own brand’s
market share (revenues) by the market share (or revenues) of your largest
competitor in that industry.

® 4. Find out market growth rate. The industry growth rate can be found in industry
reports, which are usually available online for free.

® 5. Draw the circles on a matrix. After calculating all the measures, you should be

ble to plot your brands on the matrix. You should do this by drawing a circle for
h brand.



how to build and analyze BCG matrix
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® Stars: The business units or products that have the best market share and

generate the most cash are considered stars. However, because of their high
growth rate, stars also consume large amounts of cash.

® Cash cows: Cash cows are the leaders in the marketplace and generate more cash

than they consume. These are business units or products that have a high market
share but low growth prospects.

® Dogs: Also known as pets, dogs are units or products that have both a low market

share and a low growth rate. They frequently break even, neither earning nor

consuming a great deal of cash. These business units are prime candidates for
divestiture.

® Question marks: These parts of a business have high growth prospects but a low
market share. They consume a lot of cash but bring little in return. In the end,
question marks, also known as problem children, lose money. However, since

these business units are growing rapidly, they do have the potential to turn into
stars.



managerial and commercial decisions

® Stars - maintaining the leading positions;
® Cash cows - to get the maximum possible profit, for as long as possible;
® Wild cats - for perspective products, investment and development;

® Dead dogs - stopping their support and / or leaving the market
(decommissioning).



Pros and cons of BCG matrix

eAdvantages
eEasy to Understand
eldentification of Opportunities
eHelpful in Removing the Weak area of Business

eLimitations
elgnores other Factors of Business
*No Middle Path




AD Little matrix

®To gain more insight into the competitive position of

organizations, Arthur D. Little developed the strategic condition
matrix, which is also known as the ADL Matrix. The ADL

Matrix consists of two important dimensions: the competitive
position and industry maturity (maturity of the product).




Strategic condition matrix - Little
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YpoBeHb 3peocTn OTPadin, PbiHKa, CerMeHTa

Cranua 3apoXxaeHus

Cranua pocra

Cranua 3penoctv

Cranua crapesus

Homuunpy
ouan

CTpaTerns Ha arpeccHEHbIi 3aXBaT 40MM DbIHK.
Llenu No POCTY Mpoaax: BLLe DOCTE PuiHKA

KonxypenTHbie npeuMyliectsa: paspabaroisars
MHHOBaUWMH

Yposerb MHBECTULMA: BRCosMit. MnBecTuposaTte
Gonee BLCOKHMK TEMNAMM, HEM POCT A0NH PhitKa.

CTPaTErHa YASPXEHHA NO3KHUNN 11 COXPAHEHNE 40NN
DbIHK2 B 0Tpacm

Llenu No PoCTy NPOAANK: YASPAMSATE POCT HEMHOMO
BLILLE WK PABHLIM POCTY PLIHKA

KoHKypeHTHbIE NperMyLecTsa: paspabarbisars
MHHOBaUMK

YposeHt HHBECTHLWA: COOTBETCTBYET POCTY KOMNAHMK,

TONEBKO Ha NnognepaHue Temna pocra

CTpaTeris yaepXaHis NOSHUNK K COXPaHeHue
{A0NH DbiHXa B OTPpadnu

Llenw No pocTy NPoaaX: YASPXHMBaTL PoCT
PABHLIM POCTY pLitKa

KOHKYPEHTHLE NPEUMYLLLIECTBA: COXPAHATE Ha
CYLUECTBYI0LLEM YPOBHE

Yposent MHBECTUUMIA: COKPALLATL, TONLKD Ha
YACPXAHWUE A0NK PHIHKA

CTpaTerua yaepXaHua nosmuuHm 1
COXPAHEHHE A0NH PhiHKa B OTPpadnH

Llenn no pocTy NpoaaK: MaxaMansHo
AMTENbHOE BPEMA CAEPXMBaTL
nageHue.

WB&C’W\DOBaTb TOMBKO NPpY COXPALLeHNK
NPOAANK.

Cunbuan

Crpareris Ha arpecciBHLii 3axBar JoN phiHKa.
Lienu no pocTy NPoAax: BulLe POCTa paiHKa

KOHKYPEHTHBIE NPEeMMYLLIECTEA: YKPennsaTs
CYLLECTEYOLME Ka4ecTaa ToBapa wm yonymm

Yposess WHBECTULMA: BeicoxMi. MiHsecTupoaats
Gonee BRCOKAMK TEMNAMMK, YeM POCT [0NK PHIHKS.
BHICOKOE BHUMSHWE YIENNWTE MHBECTHIMAM B
VEPENNeHne KOHKYPEHTHEIX NPeMMyILECTE.

CTpaTerns yAepaHus No3num U cCoxXpasesie 4onm
PhIHK2 B 0Tpacm

Llenn No pocTy NPOAEX: YASPKMBATL POCT HEMHOMO
BhILIE WK PESBHEM POCTY PhIHKS

KoHKYPEHTHBIE NPeMMYLLIECTEE: YKPennsiTs
CYLIECTBYUME KAYECTBa TOBaPa WK YOIyri

Cpearnit yPOBEHb MHBECTHLIMIA; COXPAHATL TONLKO T8
WHBECTULIMM, KOTOPSIE HANPSMYO NPUBEAYT K POCTY
pbIHKE (B KPETKO-CPEAHECPONHOM Neprofe)

Crpareris: yaepxaHis NOIMLMK W CoXpanenve
|AONK PLIMKA B OTPpachin

Lienn no pocTy NPoaax: yAepK1BaTs poct
PABHEIM POCTY PaisKa

KOHKyPeHTHEIE NPeUMyLIECTEa: COXPaHATE Ha
CYLECTEYROLLEM YPOBHE

VIHBECTMPOBATE TONBKO NPW COKPALLEHNK
NPOAEXK.

CTpaTerns yASpXaHus no3mmm 1
CONPAHEHWS [JONH PEIHKE B OTPACTH

Lenn no pocTy NpoaEK: MaxcasmansHo
NNATENBHDE BPEMA Ci2fKK8aTh
najesue.

CoKpaleHue 3aTPaT ANd MaKCHMH33UMN
npwbeina,

Mo BO3MOMKHOCTV OTKA3aThCA OT
DEVHBECTULINI,

Bnaronpus

Crpaterns BookuaHus. XKnats OnaronpustHom
aTyaumun Ans BRCTPoro 3axeata Aonv PoHKa.

Llenv no pocTy NPOAEX: BHILLE W PaSHEIN POCTY
DbIHKS

KoHxypeHTHbIE NPerMYLLIECTSa: YKPennaTh
CYLLECTBYOLLME KAUECTBE TOBAPa WM Yoy

Bo60p0YHOE HHBECTVPOBAHIE, TONBKO B NPOSKTHI,
CNOCOBHEIE 3HAUMMO YIYULLMTH KOHKYPEHTHODE
NPEUMYLLIECTBO KOMMNEHWH B OTPaCAM,

Crparterus suoxkiaaqus. XKaams GnaronpusitHon
arTyauma Ans BLICTPOro 3axsata A0MM PuiHKa.

Lienn no pocTy Npoga: paBHEI POCTY PhIHKE

KOHKyPEHTHBIE NPEMMVILECTEE: YKPennsTe
CYLUECTEYIUME KAYSCTBa TOBapa WM yomyri

BubopotHOe WHBECTVMPOBSHWE, TONLKO B NPOSKTH,
DCOBHSIE 3HAYIMO YITYHLMTH KOHKYPEHTHOE
MPEUMLIECTE0 KOMNAHUK B DTPacnu.

CTpaTernn 3axearta PHHOWHBIX HALL W CANBHON
nchdpepenymatmie.

Uenu no pocTy NPoaax: PaBHbIn POCTY PhiHKS

KoHKyPEHTHBIE NPEUMYLLIECTBAE COXPAHATSL Ha
CYLIECTBYOLLEM YPOBHE,

COKPaTHTh MKBECTVLIMA A0 MUHHMANbHO
HeohxoauMoro yposHA.

CTpaTterusi CoKpaLeHns 3aTpar u
MOAroTOBKK BEIXO/S € PHHKE.

MHBECTMLMA MUHUMAaNLHR, 6o
OTCYTCTEYIOT

Heycroiun

Crpareris BuKMEaHHS 1 COXPAHEHNS S0/ DLIHKA.
Lienn no pocTy Npogax: pasHbii POCTY PhiHKS

KOHKyPeHTHLIE NPeMLIECTEA: YKpennsiTe
CYUECTEYOLME KAYECTEE TOBapa W yonymm

Bab0poyHOE MHBECTMPOBaHWE, TONBKO B NPOSKTH,
NOCOOHEE 3HAYIMD YITYHLLNTH KOHKYPeHTHOe
NPEMMYLLIECTBO KOMMNSHWK 8 OTPacnu.

Crparterys 3axBara patOSHEX HHLL M CHNLHOR
ndhepenunaumn.

Uenu no pocTy NpoaX: PABsHEIR POCTY PhIHKA

KOHKYPEHTHLIE NPEMMVILIECTEA: YKpennaTs
CYLECTEYIOLME KAYeCTBS TOBapa WM yomymi

Bubopo4Hoe MHBECTVMPOB3aHWE, TONLKO B NPOSKTH,
OCODHNE IHAYWMO YIIYHLLMTE KOHKYPEeHTHoE

NpeuMyLIeCcTE0 KOMNaHWK 8 OTpacnu. bBonee SXKYyPaTHO C
MHBECTUUNSMN, BOEPDaCTaeT PUCK HU3KON OKyNaemMocT,

Crparerns: 3axiara PEMOSHLIX MALL W CANSHOM
nndbdepenymanm. MNpr HEBOIMOXHOCTH
BLIXO/, C PaiHKa

Lienu no pocTy NPogiax: PaBHLn POCTY PhiHKa

KoHKypeHTHEE NPerMyILIECTES COXPaHSTL Ha
CYLWECTEYROLIEM YPOBHE.

WHeecTrum MsHuMansHe, mbo oToyTcraynoT

Crpaterns CoxpaleHns 3arpar u
NOArOTOBKK BHXOME C PEHKA.

ViHBECTVIIMM OTCYTCTBWIOT

Cnabasn

Crparterus: nubo MHBECTMPOBATL ¥ Pa3BHBaTh
KOHKYPEHTHRE NpenmyLiecTsa, mbo yxognTe ¢
DbiMKE

Crpaterus: nubo MHBECTUPOBATL M Da3BHBaTL

KOHKYPEHTHRIE NPEUMYLLECTE], mmbo YX0OUTE C PbiHKG

Crpaterns: nubo MHBECTMPOBATL M Pa3BHBaTh
KOHKYPEHTHEE NPEHMYLIECTES, DO yX0aHTL
C phiiKa

Boixoa C peiHKa, 3aKkpeTa busHeca ¢
MUHMMANLHLIMK 33TPaTaMn




Competitive position

Dominant. At this stage there is little or no competition because a brand-new or unknown
product is brought to market.

Strong. The market share is strong and stable, regardless of what the competition is doing.

Favorable. The organization enjoys competitive advantages in certain segments of the
market. There are many competitors.

Tenable. The position of the organization in the overall market is small and market share is
based, among other things, on a niche or some other form of product differentiation.

Weak. The organization experiences continual loss of market share and it business line is too
small to maintain profitability.



Shell International matrix

® This tool is used for strategic analysis and solving strategic and political
issues of the enterprise and is based on two dimensions: the profitability of
the Strategic Economic Zones and the competitive position held by the firm
in this strategic zone




MaTpuua Shell

MNepcnekTMBHAsA NPUOBLIIBHOCTL CEKTOPA

HenpusnekaTtenobHasa |CpeaHsas [lpuBnekaTenbHan
YaBoeHue
Cnabasn AnBecTnpoBaHue [locTeneHHbIN YyX04 [MHBECTULMUN AN
YXO4
OHKYpEeHTHas
o NoaaepxaHue n YBenunyeHume
nosuuus CpepHss [ocTeneHHbIN yXO4, 5
pa3BuTue busHeca  [MHBeECTULMUU
Pa3BuTne busHeca,
CunnbHas [eHepaLus J0X040B NHBecTMpoOBaHMe

NNAEepPCTBO




business screen McKinsey /| GE

® The GE-McKinsey nine-box matrix. A systematic approach for the multibusiness
corporation to prioritize investments among its business units.

® It helps multi-business corporations evaluate business portfolios and prioritize
investments among different business units in a systematic manner.

® This technique is used in brand marketing and product management. The

analysis helps companies decide what products need to be added to a product
portfolio as well as what other opportunities should continue to receive



GE /| McRinsey Matrix

Business Unit Strength

High Medium

High

Industry Attractiveness
Medium

Low




Ansoff’'s growth strategy matrix

® A model that describes possible strategies for the company's growth in the
market.

® The matrix is also called the "commodity-market" matrix.

® The Ansoff matrix is widely used in practice in the process of strategic
enterprise management.



Existing Markets

New Markets

Existing Products

New Products

Market

Penetration

Product
Development

Market

Development

Diversification




Ansoff's matrix provides four different growth
strategies:

® Market Penetration - the firm seeks to achieve growth with existing products in their
current market segments, aiming to increase its market share.

Market Development - the firm seeks growth by targeting its existing products to new
market segments.

Product Development - the firms develops new products targeted to its existing market
segments.

Diversification - the firm grows by diversifying into new businesses by developing new
products for new markets.



The analysis model of Michael Porter's five
competitive forces

® Porter's Five Forces is a simple but powerful tool for understanding the

competitiveness of your business environment, and for identifying your
strategy's potential profitability.




Threat of entry

|

Bargaining power Industry | Bargaining
of suppliers | rivalry power of buyers

Threat of
substitutes




® Competitive Rivalry. This looks at the number and strength of your competitors. How

many rivals do you have? Who are they, and how does the quality of their products and
services compare with yours?

® Supplier Power. This is determined by how easy it is for your suppliers to increase their

prices. How many potential suppliers do you have? How unique is the product or service
that they provide, and how expensive would it be to switch from one supplier to another?

® Buyer Power. Here, you ask yourself how easy it is for buyers to drive your prices down.
How many buyers are there, and how big are their orders? How much would it cost them
to switch from your products and services to those of a rival? Are your buyers strong
enough to dictate terms to you?

® Threat of Substitution. This refers to the likelihood of your customers finding a different
way of doing what you do. For example, if you supply a unique software product that
automates an important process, people may substitute it by doing the process manually
or by outsourcing it. A substitution that is easy and cheap to make can weaken your
position and threaten your profitability.

® Threat of New Entry. Your position can be affected by people's ability to enter your

market. So, think about how easily this could be done. How easy is it to get a foothold in
ur industry or market? How much would it cost, and how tightly is your sector



2.3 ANALYSIS OF MARKET SEGMENTS

® Segmentation is the process of dividing potential markets or consumers into

specific groups. Market research analysis using segmentation is a basic
component of any marketing effort.

® Market segmentation is a strategic marketing tool to define markets and
then allocating resources appropriately. Using a statistical techniques called
factor analysis and cluster analysis combines attitudinal and demographic
data.




S-T-P approach

® Today, Segmentation, Targeting and Positioning (STP) is a familiar strategic

approach. It is one of the most commonly applied marketing models in
practice



Types of market segmentation




Types of segmentation

® 1. Demographics (age, gender, income, education, ethnicity, marital status, education, household (or
business), size, length of residence, type of residence or even profession/Occupation)

® 2. Psychographics. While demographics explain 'who' your buyer is, psychographics inform you 'why’
your customer buys

® Interviews, Surveys, Customer data,

® 3. Lifestyle (Hobbies, recreational pursuits, entertainment, vacations, and other non-work time
pursuits)

® 4. Belief and Values (Religious, political, nationalistic and cultural beliefs and values)
® . Life Stages
® 6. Geography

7- Behaviour (the nature of the purchase, brand loyalty, usage level, benefits sought, distribution
hannels used, reaction to marketing factors.

fit isthe use and satisfaction aained bv the consumer.



®The essence is that the company's management will be

able to choose the right segment of the market, where
the company will be able to make the best use of its
comparative advantages.



® Choosing the best segment to operate, the company should
develop a strategy for penetrating this segment.

®The enterprise

next to one of t
market share, t
on the market.

nas two ways. The first is to position the company
ne existing competitors and start a fight for

ne second is to develop a product that is not yet

®However, before making such a decision, the company's
management must make sure of the availability of technical,
economic opportunities and the sufficiency of the number of
otential buyers of the proposed product.



2.4 ANALYSIS OF COMPETITION




®*Understanding the existing state of the company, the

place and the situation in which it is currently located,
would be incomplete without studying the surrounding
competitive environment.



®Competitive analysis or competitive research is a field of

strategic research that specializes in the collection and
review of information about rival firms.

®It[]s an essential tactic for finding out what your

competitors are doing and what kind of threat they
present to your financial well-being.




How to Conduct Your Competitive Analysis

® 1. Identify Your Top Ten Competitors (If you need a little help identifying
your competitors, Google is a great resource.)

® 2. Analyze and Compare Competitor Content
® 3. Analyze Their SEO Structure
® 4. Look at their Social Media Integration

® 5. Identify Areas for Improvement



2.5 Positional analysis

® The goal of position analysis (or positioning) is to determine the place

occupied by the company, products, brand in the market in relation to other
companies, products, brands and consumers.

® Positioning is based on the structuring of a set of products or companies
based on the perception or preferences of consumers.

® Objective similarities and differences of products, brands and companies

® The attitude of consumers is more for companies, than real characteristics
of product.






