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Market Attractiveness — Macro
Level

A broad perspective to determine the
scale of the opportunity

» Market size and trend data: (number of
customers; total expenditures; total
volumes; growth trends & forecasts)

» Macro trends and their likely effect on
market development (demographic; socio-
cultural; economic; technological;
regulatory; natural)
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Industry Attractiveness
— Macro Level

» An attractive industry offers more profit
opportunity

e Assessment of industry attractiveness can
be undertaken using Porter’s Five Forces
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A Tool for Assessing Industry
Attractiveness: Porter’s Five Forces

Threat of new

entrants
Bargaining Rivalry among Bargaining
power ——  existing industry «—— power
of suppliers firms of buyers

Threat of substitute
products

Source: Adapted from Michael E. Porter, “Industry Structure and Competitive Strategy: Keys to Profitability,” Financial Analysts Journal,
July-August 1980, p. 33.
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Market Attractiveness – Macro Level

   A broad perspective to determine the scale of the opportunity

		Market size and trend data: (number of customers; total expenditures; total volumes; growth trends & forecasts)

		Macro trends and their likely effect on market development (demographic; socio-cultural; economic; technological; regulatory; natural)
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Industry Attractiveness 

– Macro Level

		An attractive industry offers more profit opportunity

		Assessment of industry attractiveness can be undertaken using Porter’s Five Forces
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A Tool for Assessing Industry Attractiveness: Porter’s Five Forces



Rivalry among 

existing industry 

firms



Threat of substitute 

products



Bargaining

power

of buyers



Bargaining 

power

of suppliers

Source: Adapted from Michael E. Porter, “Industry Structure and Competitive Strategy: Keys to Profitability,” Financial Analysts Journal, July-August 1980, p. 33.
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Have students consider industry attractiveness for the cellular phone service industry.

Five Forces Analysis of the Worldwide Cell Phone Service Industry

		Rivalry is high leading to high customer churn: unfavorable



Products are differentiated through new features and services, customer switching costs are low.

		Threat of new entrants is low: moderately favorable



While rapid pace of technological change may bring new entrants based on new technologies, i.e., packet switching, satellites, new service providers must purchase a bandwidth license by spending billions.

		Supplier power is high: moderately unfavorable



Governments have raised the price of additional bandwidth through auctions.

		Buyer power is low: very favorable



Even large customers have little power to set terms and conditions in this oligopolistic industry.

		Threat of substitutes is high: moderately unfavorable



PDAs and laptops using WiFi networks to access the web could cannibalize expected sales of 2.5G and 3G wireless network cell phones..

		Overall conclusion: not a particularly attractive industry at this time.
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