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Abstract 
 
The market for energy equipment is currently facing several changes. Around the world 
has an on-going deregulation of the energy market been observed. The role of electric 
power has grown steadily during over the last centuries, where the severe consequences 
of blackouts are witnessed. The energy network is facing a greater power load, where 
electricity is produced in where it is considered as most beneficial, to be transported to 
the end customer.  
In France has these distinguishing features had an immense impact, since the energy 
market traditionally has been influenced by governmental forces. The changes imposed 
have though offered new possibilities for all actors operating on the market. In 
accordance with these new circumstances was a need for an environmental analysis 
recognized, considering the new conditions and opportunities.  
 
This thesis was carried out in cooperation with ABB Division Energie, France, where the 
product line of high voltage power products has been in focus. The thesis provides a 
framework for environmental analysis regarding high-voltage products on the French 
market. The work has though been carried out with the objective of providing a 
framework that can be used in a broader industrial context on the energy market.  
 
This thesis shows that that traditional actors on the market are about to open up, which 
obliges all actors on the market to act in a deliberate way and to stay conscious that the 
market is in a continuously alteration. New customers are offering new opportunities as 
well as old customers are changing their buying patterns, moving into a partnership 
purchasing process. The market place is of a changing character, mostly due to new 
legislations regarding the deregulation of the energy market as well as legislations that 
benefits alternative energy sources. Also distribution systems and customer contact and 
services were shown to be of highest significance.  
 
Existing theories on the subjects competitor, customer and market analysis were seen to 
be valuable on the French market for high voltage energy products. Some modifications 
of the models were thus recognized as necessary. The models for customer and 
competitor analysis were combined in an attempt to be better adapted to existing market 
conditions.  
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1. Introduction and purpose 
 
Below follows an introduction to the work with this thesis, the background to why this 

thesis is of value for the market examined and a short introduction to the company ABB.  

The chapter then shifts to a problem based approach where a problem discussion follows 

which describes the very kernel of the thesis. The precise purpose of the thesis is stated in 

form of a defined research problem. The chapter ends by pointing out the limitations that 

had to be made in order to make the scope of the thesis feasible. 

  

1.1 Introduction 

 
Industrial firms are today facing new challenges brought on by an increasing global and 
domestic competition. In order to meet these challenges, industrial firms are increasingly 
recognizing the vital role of an effective business strategy. The very kernel for such a 
strategy is to possess valid assumptions about the environment the industrial firm is 
operating within. (Hutt & Speh, 2004) 
The market for power equipment is set for major changes over the years to come. This is 
to a large extent due to new challenges drawn from the on-going deregulation of the 
energy market that is in progress in many countries around the world. (Bear Stearns, The 
future of power equipment, 2004) 

 

1.2 Background 

 
The world is facing an increase in the demand for energy. This increase is most dramatic 
in emerging countries, but an increase is as well recognized in industrialised countries. 
Industrialised countries are as well facing rigorous policies regarding in order to reduce 
emissions. The objectives regarding these matters are stated country by country in the 
Kyoto protocol. (IEA, World energy outlook, 2002) 

 
The role of electric power has grown steadily over the last century both in scope and 
importance. The role of electricity is today indispensable to modern life, even though it is 
often transparent to most users, until it disappears. There is thus a need for reliable power 
equipment. The electric power delivery system of today is based on ageing technology 
equipment in many industrialised countries, which stimulates a demand for power 
equipment. (EPRI, Electricity technology roadmap, 2003) 
 
The French market regarding energy equipment has gone through some years of 
significant changes and major events. The energy market has been liberalised new energy 
generating sources are demanded, company structures are changing, needs for more 
environmental friendly solutions are being recognised and new legislations are imposed. 
(Energies et matières premières, Direction Générale de l’Énergie et des Matières 
Premières, January 2006)  
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In the report, Electricity technology roadmap (2003), it is explained that it is of highest 
importance to all players on the energy equipment market to gain an understanding of the 
changes that are about to occur in the industry.  
 
Following the discussion above, the conclusion can be drawn that companies operating in 
this industry has the need of an effective tool in order to map and understand the 
environment.  
 
Malaval (1996) emphasizes the use of importance of carrying out environmental studies 
in order to understand the environment that a company is surrounded with. He further 
claims that mapping and getting an oversight over the situation a company finds itself in, 
is an immense tool in order to discover new tracks that might be profitable.  
 
Hutt & Speh (2004) are highlighting the advantages that a company can benefit from by 
being market driven. Market-driven organisations are recognised by staying close to 
customers and ahead of competition. One characteristic of market-driven organisations is 
that they undertake structured and systematic environmental analyses in order to provide 
the market with superior products and services. By doing so, these organisations benefits 
from a successful collaboration with its clients, since having a profound understanding of 
their needs. (ibid) 
 
The essential need for an environmental analysis is thus stressed to a large extent in the 
marketing literature. As outlined above it is considered important that companies 
operating on the energy equipment market understand and follows the changes in the 
industry. An environmental analysis, comporting the new challenges in the industry is 
therefore regarded to be of high relevance.  
 
Webster (1991) claims that industrial marketing planning requires reliable and current 
information about customers, competitors and the market environment that those are 
operating in. Webster further discusses the use of a marketing audit when conducting a 
marketing strategy. The marketing audit consists of six different areas: environment, 
strategy, organisation, systems, productivity and specific functions or decision areas.  
The first step, environment, involves a marketing situation analysis (ibid).  
 
Kotler and Armstrong (2004) suggest four different tools for managing marketing 
activities. These are analysis, planning, implementation and control. As perceived in 
figure 1.1, the marketing analysis is a key to the three other activities, which function as 
an input to the other activities.  
 
  
 
 
 
 
 

                                             Analysis 

Planning Implemen- 
tation 

Control 
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Fig 1.1. The relationship between analysis, planning, implementation and control. 
From Kotler and Armstrong (2004) p. 59  
 
Kotler et al (2004) distinguish between two different subjects of study that are important 
to a marketing analysis, the microenvironment and the macro environment. The 
microenvironment involves those actors that are close to the company and hence affects 
its ability to serve its customers. These actors are apart from the company itself also 
suppliers, competitors, marketing intermediaries, customer markets, customers and 
publics. The macroenvironment on the other hand involves larger social forces that in 
turn affect the microenvironment. Those forces are demographic, economic, natural, 
technological, political and cultural forces. (ibid)  

 
Aaker (2001) emphasizes the need of strategic market management, which is a system 
that help the management make strategic decisions and to create strategic visions. Aaker 
further argues that the very input in order to exercise strategic market management is an 
analysis of the environment that the company operates in. He distinguishes between an 
external analysis and an internal analysis. The external analysis focuses upon four main 
concerns; customers, competitors, market and environment. The external analysis forms a 
ground for evaluating opportunities, threats, trends and strategic uncertainties in the 
company’s environment.  
The internal analysis involves two main issues; performance analysis and determinants of 
strategic options. The internal analysis gives an input when evaluating the company’s 
strategic strengths, weaknesses, problems, constraints and uncertainties.  
 
Porter (1998) has a differing approach to situation analysis. He highlights four forces 
derived from suppliers, substitute products, potential entrants and buyers. These four 
forces underpin a fifth force, industry competitors. Since all other elements in an industry 
analysis form a base for examining industry competitors, Porter continues with rigorously 
examines the competitive environment with facts derived from the five forces analysis. 
 
When reviewing the literature on the subject situation analysis there are some main areas 
that are observed no matter what model that is applied. The three most relevant 
approaches to situation analysis are concluded in figure 1.2. 
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Fig 1.2. Conclusion of three different approaches to situation analysis. 
                                                                                                                                                        
  
As stated above, the energy market is going through a period of liberalisation, why it is 
strongly presumed that some governmental influences still exist on the market.  
Hutt and Speh (2004) highlights that governmental purchasing to a large extent is similar 
to industrial purchasing, but that there are some differing characteristics that are 
important to consider.  
An extended understanding of governmental purchasing was thus recognised for this 
project, why a part concerning this matter is included.  
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1.3 Presentation of ABB  

 
ABB was formed in 1988, as a result of a merger between Asea AB of Sweden and BBC 
Brown Boveri of Switzerland. Both of these companies were long-established companies, 
Asea AB’s history dates back to year 1883 and BBC Brown Boveri was established in 
1891. ABB is a multinational company operating in approximately 100 countries. The 
company is headquarted in Zurich, Switzerland with shares traded on the stock exchange 
in Zurich, Stockholm and New York.  
 
ABB went through a reorganisation in 1999, when all the business within the company 
went under a single holding company, ABB Ltd.  
The business are managed based on a divisional structure, comporting the divisions 
power products, power systems, automation products, process automation and robotics. 
(ABB Finacial review 2005).  
 
ABB acquired the French company Entrelec in 2001. The the acquisition aimed to 
expand ABB’s product range and to strengthen significant economies of scale regarding 
activities as research and development, marketing and sales and logistics.  Entrelec 
supplied industrial automation and control products to seventeen countries. (ABB obtains 
99,1% of Entrelec’s shares, ABB intranet 2001) 
 
This thesis examines ABB’s operations on the French power technology product market, 
why a closer look will be taken on the activities carried out on this market. The 
organisation of ABB France is divided into the same four divisions as described above. 
The power technology division employed in 2005, 54 people with its major office in Les 
Ulis. The division is under one legal entity, ABB Entrelec.  
The power technology division consists in turn of two business areas, power technology 
systems and power technology products. Regarding the power technology products area, 
there exists three different business units, high voltage power products, medium voltage 
power products and low voltage power products. The focus in this thesis will however be 
upon high voltage power products.  
 
 
 
 
 
 
 
 
 

 
 
 
 
 

ABB 
 

ABB Power technologies 
ABB  

 
ABB France 

 
Power Product  
Technologies 
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Fig 1.3. The area to which the framework of the thesis will be compared. 

 

1.4 Problem discussion 

 
The orders for high voltage products in France are peaking since early 2000, after a 
decline since early 1990’s. In ABB’s figures has though slight but a negative margin 
growth has though been distinguished since 2004. (France PT strategy April 2006) 
 
The French market for high voltage products is strongly competitive, with a few major 
competitors that are battling for market share. (Matériels électriques haute tension, 
January 2006) France is historically a very monopolised market and some of the major 
players on the market are, has been or are partly public organisations, which complicates 
the market situation. Two of the biggest customers are partly or entirely state-owned, 
which permits them to have strong bounds with traditional players on the market. It is 
thus hard for a foreign company, to break through and gain market share. The market is 
in some turbulence after two major competitors have acquired companies and another 
major competitor has sold off his division concerning high voltage products.  
 

1.5 Purpose 

 
Following the discussion above a need for a thorough market analysis considering these 
new conditions is recognised.   
This thesis is based on an assignment from the company ABB S.A France, where 
company wished to chart the environment they are operating in.  
 
The following research problem was stated: 
 
How can a subsidiary of a multi national enterprise operating within the high voltage 

power technology products market in France, review the environment it is operating 

within, in order to find a profitable strategy for the future? 

 

To bring clarity to this problem, three research questions were formulated 
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• How can the competitors on the market be described? 
• How can the customers on the market be described? 
• How can the market that these actors are operating in be described? 

 
 

1.6 Limitations 

 
Due to time constraints and that this thesis is carried out by one single person some 
limitations had to be done. As perceived in the background section, a situation analysis 
covers a lot of different areas. The three components that will be studied are customers, 
competitors and market.  
The components that thus not will be studied are incontrollable social and environmental 
forces, such as technological, governmental, economic, cultural and demographic forces. 
The three selected components were chosen because they are to be found in all reviewed 
literature. They are also seen to well fit in into to the scope of the project. The 
environmental and social forces were already well known when initiating the project and 
it was these conditions that formed a base for a further examination of the components 
customer, competitor and market. Some of the most essential issues regarding 
environmental and social forces are grasped in many of the theories for market.  
When reviewing the literature regarding internal analysis it was found that it is often 
logical to have certain knowledge about the surrounding environment before undertaking 
a thorough analysis of the internal performance. A comprehensive internal analysis is 
seen to be of most value, but this thesis will not concern this issue due to time constraints.  
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2. Theoretical background 
 
This chapter aims to give a literature overview of the theories that are available on the 

topic situation analysis.  

 The chapter starts by clarifying the components that are to be of further examination. An 

explanation concerning the competitive environment follows including different theories 

in order to evaluate competitors.  

Theories about customers are then presented, including a technique for customer 

analysis, theories regarding industrial purchasing as well as governmental purchasing.  

Lastly follows theories on market, initiated by a brief introduction and followed by a 

theory for market analysis. 

2.1 Components to be studied within the situation analysis 

 
As initiated in the introduction chapter, there are three main components concerning the 
rather broad area situation analysis that are to be under further examination in this thesis. 
These are competitors, customers and market. A section concerning governmental 
purchasing is added, since this area is shown to be of high relevance to the market 
situation. In order to gain a further understanding of the purchasing process is a section 
describing this process added. 

2.2 Competitors  

 
Kotler and Armstrong (2004) argue that all companies are facing a more severe business 
climate in terms of competition. It has always been important for companies to well 
manage customer relationships, today this has to be handled, while facing a tougher 
competition. Malaval (1996) claims that is it of highest significance to a firm to offer 
more value and satisfaction to customers than competitors do, in order to be successful on 
the market. He continues with highlighting the importance of employing a structured 
system in order to well identify and map competitors.  
 
Fleischer & Bensoussan (2003) argue that a company benefits in many ways by 
identifying its competitors. By mapping its competitors, a company gains a legitimate 
resource of competitive advantage. Profiling the competitors can reveal strategic 
weaknesses in rivals that the firm may exploit. The proactive stance that is gained by 
competitor profiling allows the company to anticipate the competitors’ responses to many 
of its own strategic actions. A deeper understanding of the company’s competitors also 
helps to estimate their reactions to other changes in the environment. (ibid) 
 
Fleischer & Bensoussan (2003) link this proactive knowledge to the creation of a 
strategic business plan.  They further claim that carrying out a rigorous competitor 
analysis, allows an offensive strategy to be implemented more quickly. Opportunities are 
to be exploited, which permit the company to capitalize upon strengths. 
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2.2.1 The five competitive Forces 
 
According to Porter (1998) there exist five forces that drive industry competition 
 

• Potential entrants 
• Buyers 
• Substitutes 
• Suppliers 
• Industry Competitors 

 
These five forces together determine the intensity of competition in a market as well as 
the ultimate profit potential. Porter (1998) claims that the competition in a market goes 
far beyond the dimension of competition and instead derives from underlying economic 
structure. This is why the five forces have to be taken in consideration when determining 
the state of competition within an industry.  
As seen in figure x, there is evident that those forces goes beyond just the dimension of 
already established players. Porter (1998) therefore suggests that competition in this 
broader sense should be termed as extended rivalry and explains the composition of the 
five elements are seen in figure 2.1.  
 

 

Fig 2.1. Porter’s five competitive forces. From Porter (1998) p. 4 
 

2.2.2.1 Threat of Entry 

 
The entry of new actors on the market implies that the efforts to satisfy the clients among 
the competitors will increase. In order to satisfy the client it is common that the price for 
the product decreases which will have a negative effect on the profitability within the 
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industry. There are six major barriers new entrants faces when trying to establish within 
an industry. Those barriers are classified as: 
 

• Economies of scale 
• Product differentiation 
• Product differentiation 
• Capital requirements 
• Switching costs 
• Access to distribution channels 
• Cost disadvantage independent of scale  
• Government policy 

 
If those barriers to entry are high for new entrants to get by, the industry is regarded to 
have a low threat from new entrants.  
 
2.2.2.2 Intensity of rivalry among existing competitors 

 
Rivalry among the existing competitors within an industry arises when competitors are 
trying to expand market share. While doing so there are many tools that can be employed 
such as price competition, advertising battles, product introductions and increased 
customer service of warranties. When one competitor is making such a move it is 
common that all competitors are affected and the actors are thus seen to be mutually 
dependent. It is not always the case that the competitor introducing the competitive tool 
will gain any advantages. This is a common scenario, especially when introducing price 
cuts. High intensity of rivalry is seen to depend upon factors as: 
 

• Numerous or equally balanced competitors 
• Slow industry growth 
• High fixed or storage costs 
• Lack of differentiation or switching costs 
• Capacity augmented in large increments 
• Diverse competitors 
• High strategic stakes 
• High exit barriers 

 

2.2.2.3 Pressure from substitute products 

 
Substitute products are those products that are able to provide an equal performance as 
the product from the own company. The threat from the substitute products is strongly 
dependent upon what improvements in employment and economic advantages that can be 
gained for the customer. Substitute products often have the function to limit the price that 
can be charged for the product and thereby limiting the potential of the industry.  
When searching for substitute products it is common that findings can be far away from 
the operating industry.  
The substitute products that should be attentively watched are those with characteristics 
of improving price and performance tradeoff or those that are produced by industries 
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earning high profits. Industries earning high profits are able to rapidly introduce the 
product to the industry if profitability is decreased within their own industry. It is thus of 
highest significance to a company to consequently analyze the development in such 
industries.  
 
2.2.2.4 Bargaining power of buyers 

 
Buyers are in conflict with the industry and risk to decrease industry profitability when 
trying to force down prices, bargaining for higher quality, more services and playing 
competitors against each other. The buyer’s power of doing so depends on how powerful 
the buyer group is within the industry. There are eight characteristics that a buyer should 
fulfill in order to be considered as a powerful: 
 

• The buyer purchases large volumes relative to the seller’s sales 
• The products that the buyer purchases represent a significant part of the buyer’s 

costs or purchases 
• The products the buyer purchases from the industry are standard or 

undifferentiated 
• The buyer faces few switching costs 
• The buyer earns low profits 
• Buyers are able to manufacture the product themselves 
• The product bought is relatively unimportant for the quality of the buyer’s product 

or service 
• The buyer has fully access to information about the product and the market 

 
 
All those characteristics can be applied to consumers as well as to industrial or 
commercial buyers, but consumers often tend to be more sensitive to price. 
Also wholesalers and retailers are under the same rules, but with one important addition, 
power can be gained if the wholesaler or retailer is able to influence the end consumer’s 
purchasing decision.  
 
2.2.2.5 Bargaining power of suppliers 

 
Powerful suppliers within an industry can threat its customers by raising prices or 
reducing the quality of the purchased products or services. If the buyer is unable to raise 
its own prices, profitability can be diminished within the industry. A group of suppliers 
are regarded to possess a strong position if corresponding to the characteristics: 
 

• The buyer group dominated by a few companies and is more concentrated than 
the industry it sells to 

• The supplied product is not threatened to be replaced by substitute products 
• The industry is not regarded as an important customer to the supplier group 
• The supplier’s product is an important input to the buyer’s business 
• The suppliers group products are differentiated or have a high switching cost 
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• The supplier is able to expand its production and also produce the end product to 
the customer 

 
When considering the term suppliers, it also includes labor, which contributes to a great 
degree to the services and characteristics of the product.  Two additions has though to be 
made when considering the power of labor, it’s degree of organization and possibility of 
expansion.  

2.2.3 Competitor analysis according to Aaker 

 
According to Aaker (2001) competitors are to be defined in two ways, by a customer 
based approach or by an approached based upon strategic groups. According to the first 
method the competitors are defined by the customer’s choice of product. Competing 
companies are those that offer a similar product, which takes part of the already fixed set 
of products that are considered in the buying decision. Those products are seen to satisfy 
the same needs and are therefore considered as competitive. 
The latter method, which identifies strategic groups, has a differing approach. A strategic 
groups is recognized by having the common characteristics: 
 

• Using the same competitive strategy, using the same distribution channels, 
marketing etc. 

• The same distinctiveness concerning size, aggressiveness etc.  
• Resources and knowledge 

 
What differs the companies are the barriers that exists between the strategic groups, 
which prevent companies to move from one group to another. Barriers can be both exit as 
well as entry barriers and are consisting of several factors as product differentiation, 
technological expertise, specialized workforce etc. The individual company chooses what 
group it wants to belong to and the other companies in this group are seen as direct 
competitors.  
To use the method based upon strategic groups is though most suitable when there are 
many competitors battling for market share.  
 
Once the direct competitors have been mapped, future competitors are to be identified. A 
future competitor can enter the market through through: 
 

• Market expansion, similar companies in other geographical zones is trying to 
expand its markets 

• Product expansion, companies in the same business, but offering differing 
products are trying to expand its market through developing new products. 

• Backward integration, customers are getting into the market and starts to 
manufacture the product 

• Forward integration, suppliers are getting into the market in order to manufacture 
the product 

• Export of resources and knowledge, an insignificant actor on the market with a 
critical strategic weakness may turn into a direct competitor through acquisition. 
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To have a thorough and accurate understanding of its competitors allows a company to 
obtain several benefits. A competitor analysis may result in the identification of strategic 
uncertainties that are of highest importance to be observed.   
To gain an understanding of the existing competitors it is important to carry out an 
analysis in several dimensions. The following factors are important to consider in order to 
gain an understanding of a competitor’s activities: 
 

• Size, growth and profitability, which gives an indication of the vitality of the 
business strategy that is currently employed. 

• Image and positioning strategy, which provides an understanding of the corner 
stone of the business strategy 

• Competitor objectives and commitment, which permits to evaluate the chances for 
a change in business strategy. 

• Current and past strategies, where past strategies that have failed are extra 
important to pay attention to. The competitor will be reluctant to try similar 
strategies in the future. 

• Organization and culture, which gives an indication of future strategies by a 
knowledge of the management and the distinguishing features of the company. 

• Cost structure, which can give an insight to future pricing strategies and staying 
power, especially concerning low price strategies. 

• Exit Barriers, which gives an indication about the competitor’s ability to withdraw 
from a certain business area.  

• Assessment of strength and weaknesses, which provides a ground for the 
company’s ability to pursue different strategies.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Image and positioning  

Objectives and 
commitment 

Current and past 
strategies 

Organisation and culture 

Cost structure 

Exit barriers 

Strengths and 
weaknesses 

Size, growth and 
profitability 
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Aaker highlights the importance of carrying out a thorough analysis of the competitor’s 
strengths and weaknesses. It is first important to carry out an analysis of the competitor’s 
relevant assets and competencies. Once this has been done it is desirable to continue with 
a strength and weakness analysis consisting of six major areas of examination.:  

 
• Innovation 
• Manufacturing 
• Finance – access to capital 
• Management 
• Marketing 
• Customer base 

 
 

2.2.4 Competitor analysis according to Porter 

 
According to Porter (1980), a competitive analysis should be based upon four elements, 
future goals, current strategy, assumptions and capabilities.  
 

 
 

Fig 2.2. Eight elements describing competitors’ actions. From Aaker (2001) p.63 

Figure 2.3. Components of a competitor analysis. From Porter (1998) p. 49. 
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By understanding these four components a prediction of the competitor’s response profile 
can be developed.  
The competitors that need to be identified are both existing competitors and potential 
competitors. Forecasting potential competitors is often a task of great complexity but they 
are often to be found in of the groups: 
 

• Companies that are not now presented in the industry but easily could be, by 
cheaply overcoming the entry barriers. 

• Companies for whom there is obvious synergy of being in the market. 
• Companies with such a corporate strategy that it will be obvious to compete n the 

industry if expanding. 
• Customers and suppliers that may integrate backward and forward. 
 

Porter also claims that great attention has to be paid to predict future acquisitions and 
mergers in the industry. When forecasting potential acquiring companies, the same 
method can be used as when identifying potential entrants. When forecasting companies 
that are possible targets for acquisition there are many factors that are to be considered. 
Some possible indicators are ownership situation, ability to cope with future 
developments and potential attractiveness as a base of operations in the industry.  

 
 

2.2.4.1 Future goals 

 
The knowledge of a competitor’s goals is vital in order to understand the competitor and 
the performed actions. The knowledge of a competitors objectives gives an indication of 
how satisfied the management is with the performance of the company and hence how 
likely it is that the company will change strategy. The knowledge of a competitor’s goals 
also helps to predict the reactions to possible strategic changes as well as giving an 
indication of the seriousness of initiatives taken by the competitor. If the competitor 
makes a strategic move in order to reach one of its key goals, this should be carefully 
considered. The different kinds of goals that to be examined are the following: 

• Business unit goals 
• The corporate parent and business unit goals 
• Portfolio analysis  
• Strategic positioning 

 
 

2.2.4.2 Assumptions 

 
There are two major categories of assumptions held by a company. The first one is the 
competitor’s assumptions about its own business and the second is the assumptions that 
the competitor has about the industry and the other companies in it.  
The assumptions the competitor holds about itself reveals how the competitor behaves 
and reacts to different situations. It is not though sure that the assumptions held are 
accurate. When they are not this can be taken advantage of and is a great opening in for 
marketing strategies.  
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Incorrect assumptions held by a competitor about the market results in that the competitor 
will not notice significance of certain events or will perceive them incorrectly or slowly. 
 
 

2.2.4.3 Current strategy 

 
A competitor’s current strategy tells about the acts that are performed by the competitor 
and forms the ground for the thoughts behind these actions. Hence it can be seen that 
understanding the competitor’s strategy permits to understand the actions of the 
competitor. There are three different strategies that a competitor can be seen to follow, 
differentiation, focus or cost leadership. What is noticeable is that the strategy may not be 
written down and only exists in the conscience of the employees.  
 
 
2.2.4.4 Capabilities 

 
In order to find out about a competitor’s ability to react to strategic moves as well as 
dealing with changes within the environment and industry, it is essential to map the 
competitor’s strengths and weaknesses. Strength and weaknesses can be assessed from 
the five competitive forces presented in part X. When examining a competitor’s strengths 
and weaknesses in each key area there are however some additional factors to be 
considered: 
 

• Products 
-  Standing of products from the customer’s point of view for each market 

segment 
- Breadth and depth of the product line 

• Dealer/ Distribution  
- Channel coverage and quality 
- Strength of channel relationships 
- Ability to serve the channels 

• Marketing and selling 
- Skills in each aspect of the marketing mix 
- Skills in market research and new product development 
- Training and skills of the sales force 

• Operations 
- Manufacturing cost position – economies of scale, learning curve, 

newness of equipment etc. 
- Technological sophistication of facilities and equipment 
- Proprietary know-how and unique patent or cost advantages 
- Skills in capacity addition, quality control, tooling etc. 
- Location, including labor and transportation costs 
- Labor force climate; unionization situation 
- Access to and costs of raw materials 
- Degree of vertical integration 
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• Research and engineering 
- Patents and copyrights 
- In-house capability in the research and development process 
- Research and development staff skills in terms of creativity, simplicity, 

quality, reliability etc.  
- Access to outside sources of research and engineering  

• Overall costs 
- Overall relative costs 
- Shared costs or activities with other business units 
- Where the competitor is generating the scale or other factors that are key 

to its cost position 
• Financial strength 

- cash flow 
- Short- and long term borrowing capacity  
- New equity capacity over the foreseeable future 
- Financial management ability, including negotiation, raising capital, 

credit, inventories and accounts receivable 
• Organization 

- Unity of values and clarity of purpose in the organization 
- Organizational fatigue based on recent requirements placed on it 
- Consistency of organizational arrangements with strategy 

• General managerial ability 
- Leadership qualities of CEO; ability of CEO to motivate 
- Ability to coordinate particular functions or groups of functions 
- Age, training and functional orientation of management 
- Depth of management 
- Flexibility and adaptability of management 

• Corporate portfolio 
- Ability of corporation to support planned changes in all business units in 

terms of financial and other resources 
- Ability of corporation to supplement or reinforce business unit strengths 

• Other 
- Special treatment by or access to government bodies 
- Personnel turnover 
 
 

2.2.4.5 The competitor response profile 

 
When the four areas discussed above have been examined a profile can be conducted 
regarding how the competitor is likely to respond. The profile analyses the 
responsiveness of the competitor in three dimensions: 
 

• Offensive moves 
- satisfaction with current position 
- Probable moves 
- Strength and seriousness of moves 
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• Defensive capability 
- Vulnerability 
- Provocation 
- Effectiveness of retaliation 

• Market segments to be targeted 
- Which is the market segment that the competitor is most likely to attack? 
-  

2.2.5 Competitor analysis according to Kotler and Armstrong 

 
Kotler and Armstrong (2004) distinguish three major steps in a competitor analysis 
 

• Identifying Competitors 
• Assessing competitors 
• Selecting competitors to attack and avoid 

 
In the first step, when mapping and identifying the company’s competitors, there exist 
two different approaches to be employed for the purpose. A company can chose between 
regarding its competitors either with a market approach, either with an industry approach. 
From a market point of view the company look at competition in a wider perspective. All 
firms that can satisfy the need of the customer in a specific area are to be considered as 
competitors. From an industry point of view the company’s perspective is narrower 
regarding its environment. The companies consider thus only other companies that 
supplies products similar to their own ones as competitors. 
 
The second step aims to assess the identified competitors by considering the competitor’s 
objectives, strengths and weaknesses, strategies and reaction patterns.  
To gain knowledge about a competitor’s objectives information on profitability, market 
share growth, cash flow, technological leadership and service leadership is useful.  
When identifying the competitor’s strategies are issues that are to be considered 
information on the competitor’s product quality, product features, product mix, customer 
services, pricing policy, distribution coverage, sales force strategy, and sales promotion 
programs.  
In assessing the competitors’ strengths and weaknesses are factors as competitor’s goals, 
strategies and performance of importance 
The competitor’s future reactions can only be built upon assumptions, but when 
examining and evaluating the information derived from the areas of research above, these 
assumptions will have a reliable ground.  
 
The final step that is set out is to select which competitors to attack and avoid. 
The step divides the competitors into strong ones and weak ones. It is not however 
evident that the weakest competitors should be battled. To fight against a stronger 
competitor may permit the company to sharpen its abilities.  
What also is of great importance in this step is if the competitor is close or distant. It may 
be the case that attacking a close competitors, which at a first glance may seem most 
logic, will bring in tougher competitors in to the market.  
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As a final factor, the company should consider if the competitor is of a “good” or bad” 
nature. All sound markets have a certain number of companies battling for market share. 
Competitors may increase total demand, serve less profitable segments or make 
cooperation regarding research and development activities possible. A company battling 
against its competitors should thus be careful in knocking out some competitors that they 
might benefit from.  

2.3 The Customers  

 
Aaker (2001) claims that a customer analysis is important to a company in order to 
determine in questions such as if trying to increase market share or just trying to maintain 
possessed market share. Aaker further claims that understanding the customers may be 
the key to win gain advantage over other competitors.  
Malaval (1996) argues that it is essential for a company to have a profound understanding 
of its competitors in order to create customer relationships. According to Malaval the 
company should understand its customers so well, that it should be able to estimate even 
those needs that are not known by the customer itself.  
Webster (1991) highlights that reliable and current information about customers is a main 
input in order to be able to modify, withdraw and develop new products.   

2.3.1 Customer analysis according to Aaker 

 
Aaker (2001) has created a model involving three major steps in order to analyze 
customers. Those are segmentation, customer’s motivation and customer needs that are 
not met.  
 
2.3.1.1 Segmentation  

 

The first step in the model is to consider how the market should be segmented. A 
successful segmentation strategy permits the company to deliver a competitive offering to 
each segment.  

• Can the market be divided? 
• Who are the customers and users? 
• Who are the major customers and the most profitable? 
• Which potential attractive customers can be identified that are not buying the 

product? 
• How should the market be segmented? 
 

To define a segment is however a multifaceted task since there exists numerous ways to 
divide the market. A first approach is to determine if to employ a customer based 
approach or a product-related approach. The first approach is rather considering variables 
as geographic location and characteristics of organisation while the latter approach focus 
upon criterions such as usage and important product features. Regardless what approach 
that is preferred there is some distinguishing characteristics that provide help when 
segmenting the market. These are characteristics as sought benefits, usage level, 
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application, organisation type, geographic location, customer loyalty and price 
sensitivity.  
 
 
2.3.1.2 The customer’s motivation 

 

To understand the customer’s motivation is to understand what lies behind the purchase 
decision and how this differs from segment to segment. When the customers’ motivations 
once have been identified, they will be of importance when the company creates its 
business strategy. The main questions to be considered when identifying the customer’s 
motivation are defined as: 
 

• What is the customer’s objective with the purchase? 
• What elements of the product are most important to the customer?  
• How do segments differ in their motivation priorities? 
• What changes can be predicted in terms of customer’s interest for and priorities 

regarding the purchase? 
 

2.3.1.3 Needs that are not met 

 

To identify the competitors’ unmet needs is strategically important to a company. Unmet 
needs may give the possibility to increase market share, break into a market or create a 
new market based on these needs. It is however very common that customers are not 
aware of their unmet needs since they are limited by thinking in terms of existing 
equipment. In order to identify a customer’s unmet needs the following issues are to be 
considered: 
 

• Why are some customers dissatisfied and are changing brands or suppliers? 
• What is the severity and incidence of consumer problems? 
• Are there needs that are not met that are not known by the customer? 
• Do these unmet needs represent a leverage point for competitors? 

 
 

2.3.2 The characteristics of an industrial purchase 
 
Malaval (1996) claims that the industrial purchase is likely to be of a complex nature 
since it often includes several participants, and that there is more effort and knowledge 
behind the purchase. Kotler et al (2004) strengthens that it is important for the selling 
industrial organization to have a well-trained business marketers since the buying 
organization can have more knowledge about the product than the seller.  
Because of the more complex nature of the purchase it is also more likely to take longer 
time and be more formalized since involving product specifications, written purchase 
orders, careful supplier researches and formal approval of the purchase (ibid) 
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Malaval (1996) claims that there is a high dependence between the industrial customer 
and the supplier.  
Offers can often be customized to the individual client’s need and industrial marketers 
should be prepared to work with their customers in all stages of the buying process. It is 
important to the industrial supplier to build a long-run partnership with the clients. This 
involve both to meet the customer’s current needs as well as partnering with clients in 
order to help them to solve their problems (Kotler & Armstrong; 2004).  
 

 

2.3.2.1 The different steps in an industrial purchase  

 
Hutt and Speh (2004) pursue that the organizational purchase rather should be considered 
as a process than as single event.  
Faris & Wind (1967) have developed a model containing of eight different stages, which 
is called the “buygrid model” in order to describe the different phases in an industrial 
purchase. 
 
1. Problem recognition 
2. General description of need 
3. Product specifications 
4. Supplier search 
5. Acquisition and analysis of proposals 
6. Supplier selection 
7. Selection of order routine 
8. Performance review 
 

Also Malaval (1996) applies this model for distinguishing the different steps in the 
industrial purchase process. He puts forward that a supplier can gain advantage already in 
the first step of problem recognition by predicting the need of the client, before the client 
is aware of its need itself. Step two and three in the buying process is important to the 
supplier since knowledge of the needs is to be gained in this phase regarding the 
customer as well as obtaining an idea of production possibilities. If the supplier has the 
possibility to be engaged in these phases he is more likely to be successful in the 
following steps. (ibid)  
Also Webster (1991) strengthens the advantages of the supplier to already be involved in 
this early stage of the procurement process. 
Stage four and five which includes supplier search and proposal analysis includes a major 
effort only when the frequency of the purchase is low, the purchase involves much 
money and the product bought is not a standard one (Malaval, 1991).  
According to Hutt & Speh appears the last phase, performance review, to be the most 
critical to the supplier. It is in this phase decided if the customer will continue, modify or 
cancel the agreement.  
 
2.3.2.2 The different buying situations 

 
Faris & Wind (1967), distinguish between three different kinds of purchases.  
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• New task 
• Straight re-buy 
• Modified re-buy 

 
The new task is distinguished by an extensive problem solving. There are several aspects 
to consider for an organization facing a new task. Since there is little or no past buying 
experience a significant amount of information is needed. This information includes 
issues from available suppliers to knowledge of the product. This category is also very 
important to marketers since it sets the frames for how the buy will be handled next time 
it occurs. 
 
The straight re-buy is characterized by little or no new information is needed regarding 
the purchase and that the purchase is handled with on a routine basis. This is possible 
since buyer has experience regarding the product he is buying and is familiar with the 
purchase procedure.  
The buying company has already created an imaginary set of acceptable suppliers and 
only these are considered for the purchase. The characteristics of the straight re-buy may 
differ in terms of bought quantity, delivery time, shipping regulations etc, as long as this 
not implies that new suppliers are considered. 
 
The modified re-buy is recognized by a reevaluation of alternatives. The modified rebuy 
may derive from either a straight re-buy or a new task. There are several factors that may 
trigger a reassessment of a precedent procurement. Internally this could be an issue of 
quality, cost, service, delivery time or simply dissatisfaction with the precedent 
procurement. Externally the modified re-buy could derive from an emergency or as an act 
of a marketer. (ibid) 
 

2.3.3 Governmental purchasing  
 
Hutt and Speh (2004) emphasize that government purchasing and industrial purchasing 
are organized similarly to some extent, but that there are though some characteristics 
where industrial purchasing differs from the governmental purchasing. It is further 
stressed that government purchasing often is influenced by goals and programs that have 
a broad social overtone. Governmental purchasers differs from commercial buyers in the 
aspect that they often make big efforts in telling their suppliers how to do business with 
them. Firms that do not respond to these social requirements may not be authorized as 
supplier. (ibid) 
Malaval (1996) states that since organizations owned by the government also buys with 
the money of the government, a certain procedure need to be followed.  
There are laws that establish contractual guidelines concerning issues such as payment 
methods, product inspection, action as a result of default and disputes.  
It is thus important for a supplier to the governmental institutions to be aware of the 
procurement laws in order to be successful when negotiating. (ibid) 
 



 28

 Hutt and Speh (2004) distinguishes between two different types of contracts in 
government procurement: 
 

• Fixed-price contracts 
 
• Cost-reimbursement contracts  

 
The difference between them is that in the first one is a set price agreed in advance and 
the supplier gets paid once the product or service has been delivered. If the supplier sees 
possibilities to reduce expenses during the operation, he may benefit from a greater profit 
than expected. In the latter case is the supplier paid back for costs incurred in the contract 
and may equally benefit from an additional allowance. Those types of contracts are 
moistly employed for longer projects with a lot of developmental work.  
 
According to Malaval (1996) there are five different types of governmental purchasing 
institutions: 
 

• The government and its public institutions 
• Local government bodies and their public institutions 
• State-owned companies that are characterized by industrial and commercial 

features 
• National societies owned by the government 
• Societies that emanates from local government bodies 
 
Malaval (1996) pays attention to the category state-owned companies that are 
characterized by industrial and commercial features. He explains this category as 
being juridical regarded as being public companies, even though having a lot in 
common with private companies. 
There are not very many companies with these characteristics but those who exist are 
often of great importance to a society. Companies with these characteristics might be 
electricity companies, train companies, gas companies and airports. (ibid) 
 
Malaval (1996) further suggests a method in four steps to increase the chances for a 
supplier to obtain government contracts: 
 
• Keep yourself informed by constantly keeping an eye on governmental reports, 

the daily press and public issues that will help to predict tendencies in the society.  
 
• Intervene in the business in an early state as possible. Governmental bodies often 

get their budget for the coming year, this budget should also include all big 
projects that are to be undertaken.  

 
• Understand the elected members that are making the decisions and have a dialog 

with them.  
 
• Optimize the participation of the company by offering an on-going consultation   
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2.4 Market  

 
It is suggested by Kotler & Armstrong (2004) that business markets in many ways differs 
from consumer markets. The main areas where a consumer market and a business market 
diverge are regarding issues as market structure and demand, nature of the buying unit 
and types of decisions and the decisions process.  
 
Webster (1991) distinguishes the industrial market from the consumer market by the 
mean that the number of customers tends to be few for a given supplier.  
Webster further suggests further that the industrial market is typified by derived demand 
since it is the end consumer who stimulates the demand of the industrial buyer.  
Kotler et al (2004) denote that the derived demand in some cases can be taken advantage 
of and market the industrial product directly to the consumer in order to create a greater 
demand. The derived demand also causes an inelastic demand that is insensible to price 
changes in the short term.  
Price changes may only influence demand if it makes the product offered to the end 
consumer cheaper and hence more attractive to the end consumer (ibid).  
Kotler et al (2004) also put forward that on the other hand are business markets 
recognized by having a fluctuating demand. This is also due to the derived demand where 
a small increase in customer demand can cause a big difference in business demand.  

 
Aaker (2001) suggests that the market analysis builds upon the customer and competitor 
analysis and can even considered to be an outcome of these analyses. The purpose of the 
market analysis then determines the attractiveness of a market.  
Malaval (1996) claims that the market analysis is essential to all other future efforts in 
creating a victorious market strategy.  

2.4.1 Market analysis according to Aaker 

 
Aaker (2001) states that the content of a market analysis may vary by the very nature of 
the market but does mostly involve the following dimensions: 
 
 

• Real and potential size of the market 
• Market growth  
• Market profitability 
• Cost structure 
• Distribution systems  
• Market trends 
• Key success factors 

  
When considering the size of the market it is also important to take the potential market 
in consideration. An estimation of the potential market is given when looking at aspects 
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as, extended use of the product, new areas of application, new possible users and 
information about other areas of application.  
When considering market growth the information about potential market provides a 
major assistance. It is in this step however fundamental to estimate the growth rate of the 
market. The growth of a market does not have to imply a growth of market share, if 
conditions remain stable market growth is derived from just increasing profit. Factors that 
are to be considered regarding market share are driving forces, historical data and the 
maturity and decline of a product. 
When considering market profitability Porter’s five forces (see 2.2.1) gives a good 
starting point. Evaluating these five forces helps to give an indication about if the market 
will be profitable or not.  
When determining the cost structure it is useful to consider both primary activities as 
inbound and outbound logistics, operations, marketing and sales and service as well as 
support activities as procurement, technology development, human resource management 
and firm infrastructure. It is useful to consider which of these activities that add value to 
the product. This or these activities should then be further examined and surveyed.  
When it comes to evaluating distribution systems there are three questions that should be 
considered: What alternatives are there? What are the trends? Who has the power in the 
channel and how is that likely to shift? 
The channels can vary in several ways but to have access to an effective distribution 
channel is often a key success factor.  
Regarding the trends in the market two different aspects are to be reflected upon. Firstly 
there are the changes in the market and secondly there is to determine what issues that are 
really important concerning the market.  
The final step in the market analysis is to analyze key success factors that also give an 
important base of competition. A key success factor is strategic necessities, which often 
are of the characteristic that they imply a major weakness if not existing but do not really 
form a base for competition.  Another key success factor is the company’s strategic 
strengths that to the contrary permit the company to express its base of advantage and 
superiority to other companies.  
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3. Frame of reference 
 
The chapter aims to address the theories that will be used in the thesis. It starts with 

evaluating the theories regarding competitors, and then clarifies the choice of models in 

order to identify and analyze competitors. Chosen theories regarding the analysis of 

customer and market are presented. Lastly follows an attempt to adopt the models 

regarding customer analysis and market analysis to the current industry conditions. 

3.1 The competitive environment 

 
Porter (1998) highlights five forces that drive industry competition and creates a base of 
the competitive environment. The theory views the whole market from a competitor-
based approach. The theory will not be applied in this thesis since it considers a whole 
market, while a need for a more specific competitor analysis is recognized. Market 
analysis will follow later in the report, seen from a more impartial perspective. 
 
When identifying a company’s competitors there are two main areas that are to be 
examined. Firstly it is needed to identify the current and potential competitors. Secondly 
it is required to carry out a further analyze regarding these competitors. 

3.1.1 Model to identify competitors 
 
Aaker (2001) claims that competitors can be defined from two points of view, by a 
customer-based approach or by an approach employing strategic groups. According to the 
customer based approach the competitors are defined by the customer’s choice of 
product. The competitors are hence those companies that offer a comparable product with 
similar characteristics that satisfies the same needs. The approach that will be employed 
to identify competitors in this thesis is a customer based. This approach is seen to be 
appropriate since it has a focus upon the products and products that are to be examined in 
this study are quite particular and well defined.  
  
In order to identify future competitors both Aaker’s and Porter’s model can be seen to be 
rather similar. The model chosen is although Porter’s since it takes company strategies 
and synergy effects in consideration. Porter (1998) also adds a part about acquisitions and 
offers techniques to be attentive to signals of such events.  
When doing an initially briefing concerning the industry of high voltage power products, 
it was clearly noticeable that acquisition is a popular strategy within the industry.  
Porter’s model is identified to fit well into a market where acquisitions have been shown 
to be a common technique to strengthen position. 
When forecasting companies that are possible targets for acquisition there are many 
factors that are to be considered. Some possible indicators are ownership situation, ability 
to cope with future developments and potential attractiveness as a base of operations in 
the industry. When forecasting potential acquiring companies, the same method can be 
used as when identifying potential entrants: 
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• Companies that are not now presented in the industry but easily could be, by 
cheaply overcoming the entry barriers. 

• Companies for whom there is obvious synergy of being in the market. 
• Companies with such a corporate strategy that it will be obvious to compete n the 

industry if expanding. 
• Customers and suppliers that may integrate backward and forward. 
• Export of resources and knowledge, an insignificant actor on the market with a 

critical strategic weakness may turn into a direct competitor through acquisition. 

3.1.2 Model to analyze the competitor 
 
Both Kotler & Armstrong (2004) and Aaker (2001) have developed models for 
competitor analysis, which consider the competitors from quite a general view. These 
models are regarded as supportive when there is little knowledge about the competitive 
environment. The competitive environment in the actual market is although dominated by 
a few well-established competitors, and the fundamental knowledge about these is rather 
elevated. Porter (1998) has designed a model that takes more sophisticated issues in 
consideration and this model has consequently been chosen to support the competitor 
analysis. The main areas to be analyzed are thus the four stated below: 
 

3.1.2.1 Future goals 

 
The knowledge of a competitor’s goals is vital in order to understand the competitor and 
the performed actions. The knowledge of a competitor’s objectives gives an indication of 
how satisfied the management is with the performance of the company and hence how 
likely it is that the company will change strategy. The knowledge of a competitor’s goals 
also helps to predict the reactions to possible strategic changes as well as giving an 
indication of the seriousness of initiatives taken by the competitor. If the competitor 
makes a strategic move in order to reach one of its key goals, this should be carefully 
considered. The different kinds of goals that to be examined are the following: 
 

• Business unit goals 
• The corporate parent and business unit goals 
• Portfolio analysis  
• Strategic positioning 

 
3.1.2.2 Assumptions 

 
There are two major categories of assumptions held by a company. The first one is the 
competitor’s assumptions about its own business and the second one is assumptions that 
the competitor has about the industry and the other companies in it.  
The assumptions the competitor holds about itself reveals how the competitor behaves 
and reacts to different situations. It is though not sure that the assumptions held are 
accurate. When they are not this can be taken advantage of and is a great opening in for 
marketing strategies.  
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Incorrect assumptions held by a competitor about the market results in that the competitor 
will not notice significance of certain events or will perceive them incorrectly or slowly. 
 
3.1.2.3 Current strategy 

 
A competitor’s current strategy tells about the acts that are performed by the competitor 
and forms the ground for the thoughts behind these actions. Hence it can be seen that 
understanding the competitor’s strategy permits to understand the actions of the 
competitor. There are three different strategies that a competitor can be seen to follow, 
differentiation, focus or cost leadership. What is noticeable is that the strategy may not be 
written down and only exists in the conscience of the employees.  
 
3.1.2.4 Capabilities 

 
In order to find out about a competitor’s ability to react to strategic moves as well as 
dealing with changes within the environment and industry, it is essential to map the 
competitor’s strengths and weaknesses. Strength and weaknesses can be assessed from 
the five competitive forces presented in part X. When looking at a competitor’s strengths 
and weaknesses in each key area there are however some additional factors to be 
considered: 
 

• Products 
-  Standing of products from the customer’s point of view for each market 

segment 
- Breadth and depth of the product line 

• Dealer/ Distribution  
- Channel coverage and quality 
- Strength of channel relationships 
- Ability to serve the channels 

• Marketing and selling 
- Skills in each aspect of the marketing mix 
- Skills in market research and new product development 
- Training and skills of the sales force 

• Operations 
- Manufacturing cost position – economies of scale, learning curve, 

newness of equipment etc. 
- Technological sophistication of facilities and equipment 
- Proprietary know-how and unique patent or cost advantages 
- Skills in capacity addition, quality control, tooling etc. 
- Location, including labor and transportation costs 
- Labor force climate; unionization situation 
- Access to and costs of raw materials 
- Degree of vertical integration 

 
• Research and engineering 

- Patents and copyrights 
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- In-house capability in the research and development process 
- Research and development staff skills in terms of creativity, simplicity, 

quality, reliability etc.  
- Access to outside sources of research and engineering  

• Overall costs 
- Overall relative costs 
- Shared costs or activities with other business units 
- Where the competitor is generating the scale or other factors that are key 

to its cost position 
• Financial strength 

- Cash flow 
- Short- and long term borrowing capacity  
- New equity capacity over the foreseeable future 
- Financial management ability, including negotiation, raising capital, 

credit, inventories and accounts receivable 
• Organization 

- Unity of values and clarity of purpose in the organization 
- Organizational fatigue based on recent requirements placed on it 
- Consistency of organizational arrangements with strategy 

• General managerial ability 
- Leadership qualities of CEO; ability of CEO to motivate 
- Ability to coordinate particular functions or groups of functions 
- Age, training and functional orientation of management 
- Depth of management 
- Flexibility and adaptability of management 

• Corporate portfolio 
- Ability of corporation to support planned changes in all business units in 

terms of financial and other resources 
- Ability of corporation to supplement or reinforce business unit strengths 

• Other 
- Special treatment by or access to government bodies 
- Personnel turnover 
 

The competitor response profile 

When the four areas discussed above have been examined a profile can be conducted 
regarding how the competitor is likely to respond. The profile analyses the 
responsiveness of the competitor in three dimensions: 
 

• Offensive moves 
- Satisfaction with current position 
- Probable moves 
- Strength and seriousness of moves 

• Defensive capability 
- Vulnerability 
- Provocation 
- Effectiveness of retaliation 
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• Market segments to be targeted 
- Which is the market segment that the competitor is most likely to attack? 

 
The competitor response profile will only be examined in the analysis chapter as this is 
seen as this area is an outcome of the other four components in the competitor analysis 
and hence requires a sophisticated analysis of those other components. 
 

3.2 Customers analysis 

 
Aaker (2001) presents a method consisting of three main areas in order to analyze 
customers, which has been chosen to analyze customers in this project. This method is 
considered to be well structured and rigorously examines customers with also taking 
potential customers in consideration. Much of the literature on customer analysis is to be 
concluded in the model:  

3.2.1 Segmentation by characteristics of customers or by product relation 
 

- Who are the customers and users? 
- Who are the major customers? 
- Which potential customers can be identified that are not buying the product? 
- Can the market be divided? 
- How should the market be segmented? 

 
The market will be segmented from either a customer or product based approach, 
supported by a certain number of characteristics (2001). By having a clear segmentation 
of the market, the market becomes more accessible by being able to meet the differing 
needs of the segments. 
 

3.2.2 The customer’s motivation 
- What is the customer’s objective with the purchase? 
- What elements of the product are most important to the customer?  
- How do segments differ in their motivation priorities? 
- What changes can be predicted in terms of customer’s interest for and priorities 
regarding the purchase? 

 
In understanding the customers’ motivations in the purchase the development of a 
suitable business strategy is facilitated.  

3.2.3 Needs that are not met 
 

- Why are some customers dissatisfied and are changing brands or suppliers? 
- What is the severity and incidence of consumer problems? 
- Are there needs that are not met that are not known by the customer? 
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- Do these unmet needs represent a leverage point for competitors? 
 
The main advantage of identifying the un-met needs of customers is that these needs 
might offer a leverage point for competitive advantage.   

3.2.4 Governmental purchasing 
 
It was discovered in the initially briefing of the report that there are two customers that 
are influenced by governmental authorities.  There is thus need for a more 
comprehensive understanding regarding these two customers. The customers will be 
compared against the theories found on the topic governmental purchasing. Both Hutt & 
Speh (2004) and Malaval (1996) have developed theories within the area that are seen to 
fit well into the context on the matter.  
The two customers that are to be under further examination are to be identified, compared 
and contrasted against the theories by Hutt & Speh (2004) and Malaval (1996).  
 

3.3 Market analysis 

 
Aaker (2001) has defined a model concerning market analysis that is considered as 
comprehensive since it takes a lot of different aspects in consideration.  
The model is forward looking since involving both growth and potential market. The 
potential market is seen to be of particular interest due to the marketing conditions. The 
following areas that are to be of further examination are thus according to Aaker’s model: 
 

• Real and potential size of the market 
• Market growth  
• Market profitability 
• Cost structure 
• Distribution systems  
• Market trends 
• Key success factors 

  

3.4 Attempt to adopt the customer and market analysis models to actual 

industry conditions  

 
There are few precise step-by-step frameworks defined in the literature concerning how 
to analyze customers and markets.  
Neither the model for customer analysis or market analysis is adjusted to an industrial 
market. When limiting the research area to models for industrial markets it becomes a 
complex task to find models in the literature.  
 
Webster (1991) states that concerns regarding customers and markets differ quite a lot in 
industrial markets compared to the same concerns regarding consumer markets. He 
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further states that an industrial market differs from a consumer market by the mean that 
the number of customers tends to be fewer for a given supplier.  
Kotler and Armstrong (2004) highlight that market structure and demand, nature of the 
buying unit and types of decisions and the decision process are differing in industrial 
markets.  
 
There is thus a need for adopting the models for customer analysis and market analysis 
into the current market situation. 
 
Since many of the issues that are addressed in the market and customer analysis are seen 
to be closely linked to each other, an attempt will be done in order to make the two 
models to work in synergy to with each other. Some of the issues regarding the market 
will rather be examined from a customer perspective. Equally, some issues regarding 
customers will rather be looked from a market perspective. The expectations by 
employing this approach is to be able to bring close issues from both the consumer and 
the market in an overall conclusion of the market closely linked to customer issues.  
By the nature of the market, single customers are not to be analyzed, but rather whole 
segments. The framework that has been created to analyze the actual market is derived 
from Aakers’ models regarding customer and market and found in figure 3.1. 
 
Models for buying behavior will not be compared and applied to the buying situation but 
will be studied in order to be used as a ground for a fundamental understanding of the 
customers. 


