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The marketing environment

The marketing environment

 The success of an entrepreneurial initiative depends in 
a fundamental way on its capacity of interacting with 
the external environment, that can be divided in:

 Macro environment: factors that affect all the firms in an 
industry

 Micro environment: factors that affect one firm only

 Through this analysis it is possible to understand:
 threats and opportunities for the company, 
 the critical success factors of the entrepreneurial initiative, 
 the characteristics of the demand and of the competitors.
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The marketing environment

 The macro environment comprises those factors which 
are common to all firms in an industry: socio-economic 
environment. The macro environment variables usually 
are not controlled by the company but are sources of 
threats and opportunities (events that are not 
controlled by the company but can influence its results).

 The micro environment comprises those elements that 
impinge on the firm but do not affect all the industry: 
target market and competitive forces that operate 
on this market: competitors, customers, suppliers.



The macro environment 
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The macro environment

 Economic environment: economic cycle, interest rates, 
infrastructures, government interventions, inflation rate, 
currency fluctuations...

 Socio-cultural environment: 
 demographic forces: structure of the population, age, income distribution, 

ethnicity, immigration
 Culture: beliefs, behaviours, customs, language
 Social responsibility and ethics: ethical beliefs
 Consumerism: the shift of power away from companies and towards 

consumers

 Political and legal environment: patent legislation, 
taxation, safety regulations, contracts law, consumer 
protection legislation, technical standards

 Technological environment: speed of technological 
changes, pressure on competition, access to technology…

 Ecological environment: climate change effects, resources 
availability (i.e. water scarcity), pollution, etc.



The macro environment: megatrends

Long-term megatrends

 A megatrend is a large, social, economic, political, environmental or 
technological change that is slow to form. Once in place, megatrends 
influence a wide range of activities, processes and perceptions, both in 
government and in society, possibly for decades. They are the underlying 
forces that drive trends. (Frost&Sullivan) 

 Which megatrends can we identify in the agri-food sector and 
what influence could they have on the sector? 



The macro environment: megatrends

Source: Mario Di Mauro, Innovazione di business nell’era digitale, Presentation Wine Business Course, Tollo 22.02.2020 



The micro environment

Competitive forces

 Competition (identification and description of 
competitors)

 Customers (identification and description of 
different segments)

 Industry structure and power relationships 
(suppliers, supply chains)

 Substitute products (able to satisfy the same 
needs)



The micro environment

Competitors

 Current competitors: companies that offer the same 
product in the same geographical area (direct 
competitors) 

 Substitute products: companies that produce different 
products but able to satisfy the same needs (indirect 
competitors).

 New entrants: companies not actually operating in the 
market but with the possibility to enter the market with the 
same product (potential competitors)



Porter’s five forces model
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Industry issues

Type of competition

 Perfect competition

 Many suppliers, product homogeneous

 Oligopoly (oligopsony)

 Few companies controlling the supply (demand) of a good 

 Monopoly (monopsony)

 One company supplies (one buyer controls) the entire 
market

 Monopolistic competition

 Companies differentiating their product in a competitive 
market
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Industry issues

Structure and nature of the industry

 The intensity of competitive response depend on:

 The degree of concentration in the industry 
(oligopoly/oligopsony);

 The rate of growth of the industry;

 The degree of differentiation;

 Cost structures (i.e. presence of high fixed costs; 
economies of scale)

 Investments structures

 Contestable markets

 Competitive information

 Strategic objectives of competitors

 Cost of leaving the industry



Industry issues

Concentration in the industry

 An industry is concentrated if a small number of firms controls a 
high share of the economic activity of a sector

 Concentration indexes:

 Number of firms (absolute measure of concentration): concentration 
ratio (CR4 or CR5).
 The sum of the market share percentage held by the largest specified number of 

firms in an industry.

 Low concentration ratio indicates greater competition in an industry, compared to 
one with a ratio nearing 100%, which would be a monopoly.

 An oligopoly is apparent when the top five firms in the market account for more 
than 60% of total market sales, according to the concentration ratio.



In Italy:

- Agricultural holdings: 1,6 millions (Census 2010)

- Food industry companies:  53.096 (Eurostat, 2015)

- Large-scale retail stores: 20.695 (CREA, 2016)
- supermarkets: 8.314 
- hypermarkets: 858

- Market share of the first 5 retail groups (purchaising groups) 
= CR5 (concentration ratio = 5): ESD Italia, Coop-Sigma, 
Auchan-Crai, Conad-Finiper, Aicube (2016) = 65,7%

The agri-food chain



Concentration in the industry

Calculate the concentration ratio (CR5) of the Italian wine sector in 2015

Wine sector dimension: 12,9 billion euros (2015)

Main companies:

Source: Mediobanca (2016)



Concentration in the industry

Market share of the top seed production companies in EU

Source: Mammana I. (2014). CONCENTRATION OF MARKET POWER IN THE EU SEED MARKET. Greens/EFA Group in the 
European Parliament



Industry issues

Economies of scale

 Economies of scale are the cost advantages that enterprises obtain 
due to their scale of operation (the amount of output produced). An 
increase in scale enables a decrease in cost per unit of output. At 
the basis of economies of scale there may be technical, statistical, 
organizational or related factors to the degree of market control.

 Total cost / Cost per unit

 630 € purchasing cost of a barrique

 Produce 225 litres of wine x year 

 Depreciation: 5 years

 9.000 € purchasing cost of a barrel

 Produce 4.000 litres of wine

 Depreciation: 10 years



Le imprese agroalimentari in Europa

Fonte: CREA (2017) 



International companies (in the agri-food sector)



International companies in the agri-food sector



The micro environment

Competitors

 Draw a profile of the competitors

 Structure and sizing of the supply (of the industry);

 Market concentration (market share of the different 
actors);

 Presence of strategic groups (similar strategies);

 Range of products offered by competitors, level of quality, 
level of prices and services;

 Strengths and weaknesses of the competitors



Strategic positioning

Source: https://strategyforexecs.com/strategic-positioning/



Positioning maps
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The micro environment

Suppliers

 Also suppliers are part of the competitive environment 
of a company. 

 Number of suppliers, their bargaining power, the 
specificity of the offered product, can be determinant 
for the company success:

 Importance of the suppliers (in terms of alternatives on the 
market and importance of the offered product for the 
company)

 Bargaining power of the suppliers
 Geographical localization
 Nature of the relationship (i.e. partnerships, outsourcing…).



Partnerships

Source: Mario Di Mauro, Innovazione di business nell’era digitale, Presentation Wine Business Course, Tollo 22.02.2020 


