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Business Environment and Competitor Analysis

BCG Matrix 
Relative Market Share Position in the Industry

PESTEL analysis
An analysis of macro-environmental factors. PESTEL assesses a 
market, including competitors, from the standpoint of a particular 
business.

PEST helps to identify SWOT factors. 

SWOT analysis
Overview of the strategic situation.

“raw material” to do more extensive internal and external 
analysis.

SWOT is an assessment of a business or a proposition, whether 
your own or a competitor's.

2



The BCG Matrix

Industry 
Sales 
Growth 
Rate 
(Percent)

High      
+20

Medium     
0

Low        
-20

High                                 Medium                            Low

Used to help companies allocate resources and is used as an analytical tool in brand 
marketing, product management, strategic management, and portfolio analysis.
VIDEO: Evaluating Product Lines Using the BCG Matrix http://www.youtube.com/watch?v=Uuuxs9gO8C0
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BCG Matrix

▪Question Marks ? (Problem child) 

▪Growing rapidly and thus consume large amounts of cash, but because 
they have low market share, they do not generate much cash. The result is 
a large net cash consumption

▪Low relative market share – compete in high-growth industry

▪Must be analyzed carefully in order to determine whether they are worth 
the investment required to grow market share. 

▪STARS 

▪High relative market share and high growth rate

▪Best long-run opportunities for growth & profitability

▪Substantial investment to maintain or strengthen dominant position

▪Integration strategies, intensive strategies, joint ventures

▪high market share in a fast-growing industry. The hope is that stars 
become the next cash cows.
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BCG Matrix

▪Cash Cows

▪High relative market share, competes in low-growth industry

▪Generate cash in excess of their needs; milked for other purposes

▪They are regarded as staid and boring, in a "mature" market, and 
every corporation would be thrilled to own as many as possible. 
They are to be "milked" continuously with little investment

▪Maintain strong position as long as possible. If weakens—

retrenchment or divestiture

▪DOGS

▪Low relative market share & compete in slow or no market growth

▪Weak internal & external position; depress a profitable company's 
return on assets ratio.

▪Liquidation, divestiture, retrenchment  Dogs should be sold off.
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BCG Matrix  

Only a diversified company with a balanced 
portfolio can use its strengths to truly capitalize 
on its opportunities.

stars whose high share and high growth assure the future;

cash cows that supply funds for that future growth; and

question marks to be converted into stars with the added funds.

BCG Matrix ranking was to help managers decide 
which business units to fund, how much; and 
which units to sell. 

Managers were supposed to gain perspective from this analysis 
that allowed them to plan with confidence to use money 
generated by the cash cows to fund the stars and, possibly, the 
question marks. 
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BCG Matrix  

The natural cycle for most business units is 
they started as question marks, then turn 
into stars. The market stops growing thus 
the business unit becomes a cash cow. At 
the end of the cycle the cash cow turns into 
a dog.

As industry matures and its growth slows, all business 
units become either cash cows or dogs. 

Videos:
How to Invest - The BCG Matrix

https://www.youtube.com/watch?v=sNAUWpk_yvs

The Boston Matrix (Product Portfolio Management) (14 mins)

https://www.youtube.com/watch?v=rW5SOENyq5g
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Example of Starbucks' BCG Matrix model

We place 
Starbucks’ 
products  onto 
one of the 
quadrants of 
the BCG Matrix 
based on the 
product's 
relative market 
share and the 
product's 
market growth 
in the industry.
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Reference: http://starbuckscompanynews.blogspot.com/2014/02/boston-matrix.html

Star

DogCash Cow 

Question Mark
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Starbucks 
Coffee & Packed food: are products that operate 
in high growth markets and have high market share. 
They are products that tend to generate high 
amounts of cash for Starbucks. Meaning that the 
company will tend to invest money in developing and 
promotion their coffee and packed food.

Tea: In the US, tea for Starbucks is a product that 
operate in a high market growth sector, but have low 
market share. Yet, China is Starbucks’ fastest-
growing market in the world. China’s tea market is 
10X bigger than the coffee market. Starbucks’ new 
tea products may align well with Chinese consumer’s 
growing demand for products aimed at promoting 
healthy lifestyles. 
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Starbucks 

Mugs: are products with high market share 
operating in a low growth market. This is more of a 
matured market and the products are very well 
established, therefore generating great net cash flow. 
Mugs for Starbucks provide them with a great 
amount of profits according to seasonal trends and 
have good profit quality.

Packaged Coffee beans: is a product with low 
marketing share as well as operating in a low growth 
market. Starbucks' packaged coffee beans do not 
generate much cash for the company as customers 
tend to go to Starbucks for quick and good service 
for coffee and food.
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PESTLE analysis

PESTLE analysis stands for "Political, Economic, Social, 
Technological, Legal, and Environment analysis“. It 
describes a framework of macro-environmental factors 
used in the environmental scanning component of 
strategic management.

It is a part of the external analysis when conducting a 
strategic analysis or doing market research, and gives 
an overview of the different macroenvironmental 
factors that the company has to take into 
consideration. 

It is a useful strategic tool for understanding market 
growth or decline, business position, potential and 
direction for operations. 
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Political/legal
Political factors are how and to what degree a government 
intervenes in the economy. Specifically, political factors 
include areas such as tax policy, labor law, environmental 
law, trade restrictions, tariffs, and political stability.

Political factors may also include goods and services which 
the government wants to provide or be provided and those 
that the government does not want to be provided. 
Furthermore, governments have great influence on the 
health, education, and infrastructure of a nation.

Legal factors include discrimination law, consumer law, 
antitrust law, employment law, and health and safety law. 
These factors can affect how a company operates, its 
costs, and the demand for its products.
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Economic Factors
Economic factors include economic growth, 
interest rates, exchange rates and the 
inflation rate. 

These factors have major impacts on how 
businesses operate and make decisions. For 
example, interest rates affect a firm's cost of 
capital and therefore to what extent a 
business grows and expands. 

Exchange rates affect the costs of exporting 
goods and the supply and price of imported 
goods in an economy
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Sociocultural factors

Social factors include the cultural aspects and include 
health consciousness, population growth rate, age 
distribution, career attitudes and emphasis on safety. 
Trends in social factors affect the demand for a 
company's products and how that company operates. 
For example, an aging population may imply a 
smaller and less-willing workforce (thus increasing 
the cost of labor). Furthermore, companies may 
change various management strategies to adapt to 
these social trends (such as recruiting older workers).
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Technological

Technological factors include technological aspects 
such as R&D activity, automation, technology 
incentives and the rate of technological change. They 
can determine barriers to entry, minimum efficient 
production level and influence outsourcing decisions. 
Furthermore, technological shifts can affect costs, 
quality, and lead to innovation.

New discoveries and innovations

Speed of technology transfer

Rates of obsolescence

Internet

Information technology

Others?
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Legal and Environmental factors

Environmental factors include ecological and 
environmental aspects such as weather, climate, 
and climate change, which may especially affect 
industries such as tourism, farming, and 
insurance. Furthermore, growing awareness of 
the potential impacts of climate change is 
affecting how companies operate and the 
products they offer, both creating new markets 
and diminishing or destroying existing ones.

Legal Factors: Are there any current legislations 
that regulate the industry or can there be any 
change in the legislations for the industry?
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Video: PESTLE analysis https://www.youtube.com/watch?v=GFVKKTwkANY

https://www.youtube.com/watch?v=GFVKKTwkANY


Political Factors on Starbucks

Sourcing the raw materials 

Starbucks wants to adhere to social and environmental norms. 
Starbucks gives importance to fair trade practices.

Follow the laws and regulations in the countries from 
where Starbucks buys the raw materials. 

Activism and increased political awareness in developing countries 
have made his essential.

Regulatory pressures in the markets served by Starbucks 

Multinationals based in the US are now subject to greater scrutiny 
of the business processes. Starbucks must monitor political 
stability within the country as well.

Other factors

Tax policy, employment laws

Starbucks to help pay for China workers' housing
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Economic Factors on Starbucks

Ongoing global economic recession is the prime 
external economic driver for Starbucks. 

This factor dented the profitability of Starbucks. This has 
convinced buyers to shift to cheaper alternatives. 

Starbucks has to deal with rising labor and 
operational costs. 

Other economic factors which can affect Starbucks’ 
international operation

Local currency exchange rates

Local economic environment in different markets

Taxation level
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Socio-Cultural Factors on Starbucks

Starbucks can offer cheaper products, but it might 
have to sacrifice the quality. Starbucks will expand 
consumer base to include the buyers from the lower 
and the middle-income tiers.

The “green” and “ethical chic” consumers are also concerning. They 
fret about social and environmental costs of the brands. 

The baby boomer generation is retiring. This means spending by 
older consumers will decrease. Starbucks will have to tap the Gen 
X and the Millennials as customers.

Other socio-cultural factors  
Changing family patterns in USA and Europe

Changing consumer preferences in Asia 

Changing work patterns

Changes in lifestyles of population

The level of education of the population in local markets

Changing values among population
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Technological Factors on Starbucks

Starbucks is in a good position to enjoy benefits of 
the emerging mobile wave.

Its partnership with mobile vendors to bring app based
discount coupons is helping it ride the mobile wave easily.

Starbucks is also enabling mobile payments. 

The company introduced Wi-Fi capabilities in its outlets 
already. 

Internet is important to the consumers. They can now surf 
the web and do work while sipping Starbucks coffee. This is 
an added value to the brand. It enhances the overall 
consumer experience.

Some other technological factors to keep in mind are:
Emergence of innovative technology

Biotechnological developments

Developments in agriculture
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Environmental Factors on Starbucks

Many Starbucks business practices concern 
activists and international advocacy groups. 
Even the consumers have expressed issues. 

Some of the environmental factors

Environmental rules and regulations

Environmental disasters in countries which 
produce coffee beans

Global warming and other environmental issues in 
a global level

Natural disasters may affect coffee supplies
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Legal Factors on Starbucks

Starbucks must ensure that it does not violate 
any laws and regulations in the home market 
and countries 

From where they buy raw materials.

It should also stay alert about introduction of 
caffeine production and consumption related 
policies and regulations by health authorities.

Others factors that might affect the company 
are:

Labor and business regulations at host countries 

Stricter customs and trade regulations

Licensing regulations related to the industry.
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Video : How to perform a SWOT Analysis 
https://www.youtube.com/watch?v=I_6AVRGLXGA

https://www.youtube.com/watch?v=I_6AVRGLXGA


SWOT analysis

SWOT analysis is a strategic planning method 
used to evaluate the Strengths, 
Weaknesses/Limitations, Opportunities, and 
Threats involved in a project or in a business 
venture. 

It involves specifying the objective of the business 
venture or project and identifying the internal and 
external factors that are favorable and 
unfavorable to achieve that objective.

A SWOT analysis must start with defining a 
desired end state or objective. A SWOT analysis 
may be incorporated into the strategic planning 
model. 26



SWOT

Strengths: characteristics of the business, or project 
team that give it an advantage over others

Weaknesses (or Limitations): are characteristics that 
place the team at a disadvantage relative to others

Opportunities: external chances to improve 
performance (e.g. make greater profits) in the 
environment

Threats: external elements in the environment that 
could cause trouble for the business or project

Identification of SWOTs is essential because 
subsequent steps in the process of planning for 
achievement of the selected objective may be derived 
from the SWOTs.
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SWOT analysis

The aim of any SWOT analysis is to identify the 
key internal and external factors that are 
important to achieving the objective. 

SWOT analysis groups key pieces of 
information into two main categories:

Internal factors – The strengths and weaknesses
internal to the organization.

External factors – The opportunities and threats
presented by the external environment to the 

organization.)

Video: Starbucks SWOT Analysis
• https://www.youtube.com/watch?v=mR9eICQJLXA
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SWOT analysis : APPLE 

Strengths:

Product development. Doesn't invent the market, 
but its products set high standards for the market.

Design and utility. Sleek, not clunky. For instance, 
the desktop computer is part of the screen, not a 
separate box with wires; the iPhone has very few 
buttons and feels nice in the hand. Products are 
easy to use, almost intuitive.

Marketing. Clever and takes advantages of people's 
frustrations with other hardware.

Brand name.

Innovative, visionary : Steve Jobs 
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SWOT analysis : APPLE 

Weaknesses:

Very proprietary and controlling. Won't open the 
operating system to outsiders to develop hardware to 
work with the products, keeping hardware sales to 
itself. While this keeps design control inside and up 
to standards, it has hurt wide adaptation of its 
hardware Apple has veto power over Apps sold.

Not shareholder-friendly. Has abused option granting 
in the past and refuses to pay a dividend despite a 
huge (and growing) cash level, no debt, and gobs of 
free cash flow.
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SWOT analysis : APPLE 
Opportunities:

Very loyal customer base which has expanded beyond the Mac-
heads of the 1990s with the iPod and the iPhone. The iPad has 
had a very successful launch. This seems to be leading to more 
sales of computers.

Has a well-deserved reputation for high-quality products that 
work smoothly. New products are generally well-received and 
have a built-in purchasing base.

Move into other computer or media product spaces that are not 
served well. Can continue to design the standard-setter for 
those spaces.

A new version of Apple TV could take advantage of today's 
more highly developed Web
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SWOT analysis : APPLE 

Threats:
Big ideas are easy to copy. Microsoft copied the graphical user 
interface, and even Linux has a version. The touchscreen 
interface is being used in other phones (e.g. Android). Apps are 
being developed for other smart phones and devices.

High-priced products. Apple priced itself out of the personal 
computer market, and that remains a problem. Other 
smartphones that look and behave similarly to the iPhone are less 
expensive.

Google is moving into Apple's smartphone space by giving away 
the operating system, and it has announced that it will also be 
moving into the TV space. Both companies are well-funded, so 
any battle between the two could be long and ugly.
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Market Opportunity Analysis 

Is there a market for my product? 

Do you understand the potential impact that 
this new technology might have on the 
market.

Can the benefits involved in the opportunity 
be articulated convincingly to a defined target 
market?

Can the target market be located and reached 
with cost-effective media and trade channels?
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Market Opportunity Analysis 

Does the company possess or have 
access to the critical capabilities and 
resources needed to deliver the 
customer benefits?

Can the company deliver the benefits 
better than any actual or potential 
competitors?

Will the financial rate of return meet or 
exceed the company’s required 
threshold for investment?

34



35



Thank you

谢谢
धन्यवाद

36


