Market Analysis and Industry Context

1* Definition

Market analysis is fundamentally '"the systematic process of gathering, interpreting, and
synthesizing data about a specific market" (standard business research methodology) to form a
comprehensive strategic assessment. It examines market dynamics including size, growth,
segments, customer behaviour, and the competitive landscape, to reduce risk and inform strategic
decisions (Kotler & Keller; Porter). Practically, as the U.S. Small Business Administration
frames it, this process helps entrepreneurs "understand your customers, competitors, and the
overall industry." Thus, it moves beyond basic data gathering to become the complete synthesis
of environmental scanning, providing the external insight essential for strategic planning and

achieving a market orientation.

2* Key Components of Market Analysis & Their Importance

e Market Size: How many potential customers are there? - It determines if your business

opportunity is viable and worth the investment of time and resources.

e Market Trends: Is the market growing or declining? - Identifying trends in emerging
markets helps businesses adapt and plan for future opportunities.

e Customer Segments: Who are the target customers? - To ensure your product, message, and
strategy are tailored for the right people, maximizing impact and efficiency.

e Consumer Behaviour: How do consumers make purchasing decisions? - Analysing
customer preferences and behaviours enables targeted marketing strategies and enhances
customer engagement.

e Competitors: Who are they? What are their strengths and weaknesses? - Monitoring
competitors allows businesses to identify trends and position themselves strategically in the

market.

3* Research Methods for Market Analysis




To conduct a market analysis, reliable data are needed. Research methods are the tools are
used to collect this information. They fall into two main types: Secondary

Research and Primary Research.

3.1 Secondary Research (Desk Research): it is known as the process of collecting and

analysing data that already exists, gathered by others To gain a broad, low-cost

understanding of the market, industry trends, and competitors.

e Common Sources & Why They're Useful:
o Industry Reports: Provide expert data on market size, growth, and trends.
o Government Data: Offer reliable demographic and economic statistics.
o Competitor Websites & Annual Reports: Reveal competitors' strategies, financial
health, and product lines.
o News & Trade Publications: Track current events and emerging developments in your

industry.

3.2 Primary Research (Field Research: it is The process of collecting new data

directly from your target market To get specific answers about your customers' needs,

preferences, and behaviours that you can't find elsewhere.

e Common Methods & What They Tell You:

Method Type What it's Best For

Surveys Quantitative Measuring customer satisfaction, quantifying market size, gathering

demographic data.

Interviews Qualitative Understanding why customers behave a certain way, exploring complex

needs and motivations.

Focus Qualitative Testing reactions to new products/ads, generating new ideas through
Groups group discussion.
Observations Qualitative Studying real-world customer behaviour in stores or online (what

people do vs. what they say).

4* Strategic Analysis Frameworks




Effective market analysis operates through two core lenses: the external scan (using
frameworks like PESTLE to map the macro-environment) and the internal audit (using tools
like SWOT to assess strengths and weaknesses). Strategy emerges precisely at the intersection
of these analyses, where market realities meet organizational capability, transforming insight

into decisive action.
4.1- PESTLE

PESTLE is a strategic framework for scanning and analysing the macro-environmental factors

that can significantly impact an organization's operations, strategy, and performance.

Its primary function is to organize and assess the external, uncontrollable forces in the broader
business landscape, providing crucial context for opportunity and threat identification within a

SWOT analysis.
Acronym Breakdown & Standard Definitions:

e P - Political: Government policies, political stability, trade regulations, tax policies, and

lobbying pressures.

e E - Economic: Economic growth, interest rates, exchange rates, inflation, and disposable

income levels.

e S -Social (or Socio-cultural): Demographic trends, cultural norms, lifestyle changes,

health consciousness, and consumer attitudes.

e T - Technological: Technological innovation, automation, the rate of technological

change, and digital infrastructure.

e L - Legal: Employment laws, consumer protection laws, health and safety regulations,

and industry-specific legal frameworks.

e E - Environmental (or Ecological): Climate change, environmental regulations,

sustainability issues, and resource scarcity.

Example: PESTLE Analysis- Ralph Lauren



This analysis examines the macro-environmental factors affecting Ralph Lauren, a global luxury

and premium lifestyle brand, focusing on its brand positioning, supply chain, and retail strategy.
o P —Political

= Trade and Tariff Policies: High-end fabrics and finished goods face import duties,
especially in key markets like the U.S. and Europe, impacting cost structures.

= Geopolitical Relations: Brand perception and sales can be sensitive to diplomatic
tensions, particularly as a quintessential "American" brand in global markets.

= Regulations on Sourcing: Laws like the U.S. Uyghur Forced Labor Prevention Act create

stringent requirements for tracing and verifying cotton and textile origins.
e E — Economic

* Luxury Consumer Confidence: Demand for premium apparel is strongly tied to economic

health and the discretionary spending of high-net-worth individuals.

= Inflation and Cost Pressures: Rising costs for high-quality materials (e.g., cotton, wool,

cashmere) and global logistics squeeze margins.

= Retail Real Estate Costs: Viability and profitability of flagship stores in prime global
locations (e.g., Fifth Avenue, Bond Street) depend on tourism and local economic

activity.
e S —Social

= Casualization of Fashion: The enduring trend towards "dress-down" and work-from-home

attire challenges the core suiting and formalwear segments.

= Heritage and Authenticity Demand: Consumer interest in timeless, quality, and brand

legacy remains a key strength in a fast-fashion world.

= Digital Influence and E-Commerce: The shift to online luxury shopping and the role of

social media in shaping brand image and driving discovery.

e T — Technological




» Omnichannel Retail: Integration of physical stores with e-commerce for services like

click-and-collect, virtual appointments, and inventory visibility.

= Supply Chain Transparency Tech: Use of blockchain and other technologies to trace

materials from source to store, addressing ethical consumerism.

* Digital Marketing & CRM: Leveraging data from online interactions and loyalty

programs to personalize marketing and clienteling efforts.

o L —Legal

= Intellectual Property Protection: Vigorous defense of the brand’s trademarks, logos (e.g.,

the Polo player), and designs against counterfeiting globally.

= Licensing Agreements: Complex legal frameworks governing its vast network of

licensing partners for products like fragrances, home goods, and eyewear.

» Consumer Privacy Laws: Compliance with regulations like GDPR and CCPA in

managing global customer data.

e E — Environmental

= Sustainable and Ethical Sourcing: Increasing pressure to ensure raw materials (e.g., cotton,

leather) are sourced responsibly and transparently.

= Circular Fashion Initiatives: Developing take-back, repair, and resale programs to extend

product lifecycles and meet sustainability goals.

= Reducing Environmental Footprint: Commitments to reduce water usage, carbon emissions,

and waste in manufacturing and operations.

How Ralph Lauren Uses This Analysis for Strategy ?

Ralph Lauren’s strategic evolution is a direct response to navigating this PESTLE landscape:

1. To Adapt to Social & Economic Shifts (S+E):



People dress more casually now. So, Ralph Lauren sells more fancy casual clothes and jeans.
This makes money from more places, so they are okay if people stop buying suits in a bad

economy.
2. To Strengthen Brand via Technology & Environment (T+E):

People shop for luxury online. So, Ralph Lauren invests in its website and app. It also has a
"Design the Change" plan. This plan uses earth-friendly materials and less waste. This keeps its

quality image and answers new laws and what good customers want.
3. To Mitigate Political & Legal Risks (P+L):

Trade rules between countries can change. To be safer, Ralph Lauren sells more in its own stores
and website. This helps with changing trade rules. It also gives the company more control over

how its brand looks and its prices, which is the key for luxury.

Outcome: Looking at the world (PESTLE) shows Ralph Lauren's big task: stay a classic,
elegant brand but also be fast, good online, and green. So, its plan is: modernize the shopping
experience (digitally and in-store), make new products responsibly, and carefully control its

brand everywhere. This keeps it a top brand in a fast-changing world.
4.2- SWOT

SOWT is known as a foundational strategic planning framework used to identify and evaluate
the internal Strengths and Weaknesses of an organization, and the external Opportunities and

Threats in its market environment, to inform strategy formulation.
*SWOT is an acronym that stands for:
-S: trengths= characteristics of a business that give it advantages over its competitors.

-W: eaknesses= characteristics of a business that put it at a disadvantage relative to its

competitors

-O:pportunities = elements in a company’s external environment that allow it to formulate and

implement strategies to improve performance.



-T: hreats= elements in the external environment that could endanger the business, its

profitability , or its competitive advantages.

SWOT matrix :
STRENGTHS WEAKNESSES
Positive characteristics and Negative characteristics
advantages of the issue, and disadvantages of the
situation, or technique issue, situation, or
technique
OPPORTUNITIES S-0O Strategy/Analysis W-0O Strategy/Analysis

Factors, situations that can
benefit, enhance or
improve the issue,
situation, or technique

Using strengths to take
advantage of opportunities

Overcoming weaknesses by
taking advantage of
opportunities

THREATS

Factors, situations that can
hinder the issue, situation,
or technique

S-T Strategy/Analysis

Using strengths to avoid
threats

W-T Strategy/Analysis

Minimize weaknesses and
avoid threats

Example: SWOT Analysis: Netflix

Around 2010, Netflix was moving from sending DVDs in the mail to streaming movies

online. This SWOT looks at that important change.

The SWOT Matrix

What's
Inside Netflix

Helpful

Harmful

S: Strengths

W: Weaknesses

1. Well-Known Name: Everyone knew

1. Rented Shows: Their library was full




Netflix for movies at home.

shows they borrowed from big studios.

2. Smart Suggestions: Their system

knew what you liked to watch next.

2. Expensive to Run: Paying for thosc

shows was very costly.

3. Good Technology: Their website and

apps worked smoothly on any device.

3. No Own Shows: They didn't make th

own hit shows yet.

What's O: Opportunities T: Threats
Outside Netflix
1. Internet Everywhere: More people 1. Higher Prices: Studios started chargi
worldwide were getting fast internet. much more to rent their shows.
2. Viewers Want On-Demand: People 2. New Competitors: Amazon, Hulu, a1
stopped watching scheduled TV. others started their own streaming.
3. Worldwide Audience: Many countries 3. Other Choices: People could still us
were ready for a service like Netflix. cable, go to movies, or watch free videos.
How Netflix Made a Plan:

o Use Strengths + Opportunities (Grow): Use its good name (S1) and smooth technology

(S3) to launch in other countries (O3) while internet was spreading (O1).

o Use Strengths + Threats (Defend):Use its smart suggestion system (S2) to keep users

happy and loyal, so they wouldn't leave for new competitors (T2).

o Fix Weaknesses + Opportunities (Improve):

*-Because viewers wanted on-demand (02), they decided to start making their own famous

shows (like House of Cards). This fixed their big problem of having no own shows

(W3) and renting everything (W1).

o Avoid Weaknesses + Threats (Survive):

*- Making their own hits meant they didn't have to pay the crazy high prices (T1) to studios

anymore. This helped their expensive costs (W2) in the long run.



Outcome: By making its own shows, Netflix changed from just a movie library to a must-
have TV network. This big move, based on their SWOT, made them the leader and started the
"streaming wars" we see today.

*4- Best Practices for Effective Market Analysis

An effective market analysis follows a structured process. These six best practices guide the
transformation of raw data into a coherent strategic plan.

1. Define Clear Objectives

The process begins by establishing specific, answerable questions. Objectives such as, “What is
the demand for a proposed product?” or “Which customer segment offers the highest potential
return?” provide essential focus and direction for the entire analysis.

2. Analyse the Competitive Landscape

A detailed understanding of the competitive environment is critical. This involves identifying 3-5
primary competitors and systematically evaluating their product offerings, pricing strategies,
marketing tactics, and perceived strengths and weaknesses in the marketplace.

3. Segment the Target Market

Effective analysis requires dividing the broad market into distinct, actionable segments based
on demographics, psychographics, or behavioural patterns. Prioritizing 1-2 primary segments
allows for concentrated resources and tailored strategies.

4. Gather Data Systematically

Reliable insights depend on methodical data collection. This typically involves a two-phase
approach: beginning with secondary research (industry reports, public data) for context, followed
by primary research (surveys, interviews) to obtain specific, first-hand information about target
customers.

5. Identify Key Trends

Strategic planning requires a forward-looking perspective. Analysts must scan the macro-
environment using frameworks like PESTLE to identify significant social, technological,
economic, and regulatory trends that will shape future opportunities and threats.

6. Use Frameworks to Organize Insights

The final step synthesizes information into strategic intelligence. Tools such as the SWOT
Analysis are employed to consolidate internal capabilities (Strengths/Weaknesses) with external
market conditions (Opportunities/Threats), creating a clear foundation for decision-making.



Final Outcome: Adherence to this structured approach ensures the analysis is comprehensive,
objective, and ultimately actionable, serving as a robust foundation for strategic planning and risk
mitigation.
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