The Kinds of Driving Forces

There are numerous types of driving forces with power to produce strategically relevant changes in an industry.

1. Changes in long-term industry growth rate:

Increase or decrease in industry growth rate is powerful variables in the investment decisions of existing firms to expand capacity. A strong upsurge in growth frequently attracts new firms to enter the market and a shrinking market often causes some firms to exit the industry.

2. Changes in who buys the product and how they use it:

Increase or decrease in the kinds of customers who purchase the product has potential for changing 

· customer service requirements

· creating a need to alter distribution channels

· increased/ decreased capital requirements and

· different market practices

3. Product innovation:

Product innovation is a key driving force for changing in an industry. Product innovation can broaden demand, promote entry into the industry, enhance product differentiation among rival sellers, impact manufacturing methods, economies of scale, marketing costs & practices and distribution.

4. Process innovation:

Process innovation can alter the relative cost positions of rival forms and change the number of firms of cost-efficient size the market can support.

5. Marketing innovation:

Marketing innovation can alter the industry and the competitive positions of participant firms by market their product in new ways.

6. Entry or exit of major firms:

The entry and exit of a major firm changes industry structure by increasing or reducing the number of market leaders and causing a rush to capture the former customers of the existing firm.

7. Diffusion of proprietary knowledge:

Rapid diffusion of proprietary knowledge is an important driver of industry change. Because this makes easier new competition t spring up to except where strong patent protection effectively blockades the diffusion of an important technology.

8. Regulatory influences and government policy changes:

Regulatory and governmental influences can significantly affect the character of industry change. Such as, BRTC laws and age legislation have recently become driving forces in the telecommunication industry.

Industry Wide Strategic Issues

The last component of industry analysis is identification of strategic issues and problems confronting the industry. Every industry has its own set of issues and problems. The list of strategic issues and problems builds from scanning the industry environment. Different managers may review the same industry situation and reach different conclusion. Generally, the most pertinent issues and problems are a function of:

· The factors that are causing the industry to become more or less attractive.

· Whether the industry in headed for a shake-out of the weaker firm and what will transpire in the wake of industry consolidation.

· How much the industry landscape is likely to be impacted by such factors as the expected changes in costs, supply condition, competitive pressures, technology and the entry of new firms.

· whether general economic influences (demographic shifts, inflation, unemployment, interest rates, economic growth, foreign trade, taxation policies and so on) are likely to produce any unusual changes or have any special impact on industry conditions, particular firm or strategic groups , and the prevailing key success factors.

· Changes in government legislation, spending program, and regulatory controls.
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