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Industry analysis is one of the many tools that a business can use to compare itself to 

direct and indirect competition within a particular industry. An industry analysis can give a 

business insight to what is happening overall. In addition to comparing one company to another, 

an analysis of the supply and demand factors within that industry are considered when 

comparing and contrasting different variables. With this in mind, an industry analysis allows an 

analyst to predict performance in certain sectors. This allows a company to take that newly found 

information and position themselves ahead of the competition, giving themselves a competitive 

advantage.  

There are different aspects regarding industry analysis, one of which is knowing and 

understanding the business environment. A business environment consists of all the external 

influences that affect its decisions and performance. Some of these external influence can be 

broken down into the P.E.S.T. concept. P.E.S.T. stands for Political, Economical, Social, and 

Technological. “The Pest analysis has become a popular tool for environmental scanning 

framework, because it provides a simple yet systematic approach to identifying factors that are 

likely to shape the competitive conditions within an industry. If you take this concept and apply 



it to the commercial real estate industry that Altus Group Specializes in you can better 

understand where Altus, as well as its industry competitors stand. 

Looking at the “P” in the P.E.S.T. acronym, P stands for political. Politics plays a crucial 

role in the overall environment that businesses exist in. Is a country stable politically? The 

political state of a country can either hurt or help a business’s growth. An example would be the 

various rules and regulations that may exist in one country that do not exist in another; whether 

or not a country’s government sets price floors or ceilings for instance can greatly affect the 

economics of a business environment by creating shortages and surpluses within a particular 

sector. This leads into “E”, or economical. The economics of a country can determine whether a 

particular industry can thrive or not. Referring to the CRE industry, the world is seeing an 

expansionary period within this sector as we approach the top of the CRE cycle, as seen on 

(Figure 1). Compared with the U.S. economy, (Figure 2&3) Altus is following this positive trend 

as Altus Group saw growth in its revenue from 2014 - 2018, while a competitor, IBM saw a 

decrease of revenue within roughly the same period of time. These discrepancies are some of the 

things that P.E.S.T. tries to explain when trying to go in depth with an industry analysis. The “S” 

in the P.E.S.T. acronym stands for social. The social environment of an industry consists of 

things such as changes in consumer preferences. If you take a look at Sears Holding Company, 

(Figure 4) for instance, you can see a consistent decline in revenue and net income over a ten 

year period. Sears did not take P.E.S.T. into account and because of this did not read the industry 

correctly regarding the direction the industry as a whole was heading. Consequently, other 

players in that segment were able to catch up and overtake Sears, while changes in technology 

allowed indirect competitors in separate industries get a foothold and steal what used to be 



Sears’s market share. The “T” stands for technological. Within the CRE industry, technological 

innovation and growth has contributed to the growth of companies like Altus Group as 

technology acts as a catalyst for expansion within CRE. Software plays a huge role within Altus 

Group as well as in its competitors such as CBRE. Altus Group’s acquisition of Argus, a 

software company specializing in CRE analytics, has helped Altus secure a competitive 

advantage within its sector of the industry, specializing in CRE consulting and software 

solutions. This allows Altus to continue to be a major player within the CRE industry for years to 

come.  

In addition to analyzing and understanding a business environment, the profitability of an 

industry also plays a role in understanding a particular company’s positioning. There are two key 

parts to industry profitability: demand and competition. Breaking it down further, the 

determinants of whether or not an industry can be profitable are the value of the product to 

customers: are customers willing and able to buy into whatever it is you are offering? The 

intensity of competition: are there any market barriers that would prevent a company to enter the 

industry at a particular time? The bargaining power of the producers relative to their suppliers: 

how much of a hold does a particular company have within an industry, and whether or not they 

are a key player? With these questions, an industry analysis brings all three factors into a single 

analytical framework. One of the things an industry analysis can help explain is the relationship 

that all industries share with one another. Why two separate, seemingly unrelated industries 

respond differently when exposed to the same conditions overall? or why does one industry show 

growth, while another shows a rapid decline? With a combination of P.E.S.T. and industry 



profitability an analyst can be armed with the knowledge to help make the decisions that will 

hopefully result in growth.  

A major determinant of how your company or organization is doing in it’s specific 

industry is Porter’s Five Forces of Competition. According to the book, this framework is used 

for, “classifying and analyzing the factors that determine the intensity of competition and levels 

of competition in different industries.” Among Porter’s Five Forces there are three horizontal 

forces and two vertical forces. These various measurements of competition help a corporation to 

see their various strengths and weaknesses as well as their position in the industry. Taking a look 

at each form of competition will help an organization be aware of any current competition and be 

prepared for any competition to come.  

The horizontal forces consist of competition from substitutes, competition from new 

entrants, and competition from established rivals. Competition from substitutes would be when 

customers will switch to substitutes in response to price increase. Having the possibility of losing 

customers due to lower prices is a major problem among specific industries especially the food 

or technology industry. Competition from Entrants is triggered when a firm earns a return on 

capital in excess of its cost of capital because it then  acts as a magnet to outside firms. However 

with this there is something called a Barrier to Entry which is when new entrants cannot enter on 

equal terms with those established firms. Lastly, Competition from Established Rivals would be 

when  some industries firms compete aggressively, however in others they compete via 

advertising, innovation, and other non-price dimensions. The knowledge of these current rivals 

and their strengths and weaknesses can help a company succeed by having the ability to offer 

what their competition can’t.  



When looking at vertical competition there are two main forms of competition consisting 

of Supplier Power and Buyer Power. Supplier power would be the pressure suppliers can exert 

on firms by raising prices, lowering quality, or reducing availability of their products.  Power of 

Buyers is the strength of buying power that firms face from their customers depending on two 

sets of factors: buyer’s price sensitivity and relative bargaining power.  

In any given industry a firm will compete in two areas, being the market for inputs and 

the market for outputs. Each have their own respective use and components but, in both cases, 

they create value for buyers and sellers. Anything less than perfect competition in the market 

creates bargaining power of either the buyer or the seller. 

 Bargaining power of buyers can be contingent upon two separate categories: buyers price 

sensitivity, and buyers relative bargaining power. Price sensitivity is a complex factor that can 

depend four different factors including the importance of the item in question relative to cost. For 

example, Otterbox® uses rubber as a main component in their phone cases so they are highly 

sensitive to the cost of rubber. Another factor is competition among buyers; the more 

competition amongst buyers, the more eager the buyer is to adapt to a price reduction from a 

seller. This goes along with the third factor of switching due to price, but rather on the basis of 

differentiated products. The last component of price sensitivity is how critical a product is 

relative to quality of the buyer’s product or service. An example would be how reliable the motor 

in a Ford pickup is compared to basic functionality. The second piece of buyer bargaining power 

is relative power. This is easily broken up into three simple parts: (1) Size and concentration of 

buyers relative to suppliers; if there are few buyers in a market, losing one could be detrimental. 

(2) Buyer information; the more knowledgeable buyers become, the more bargaining power they 



attain. (3) The ability to integrate vertically; If a component in a buyer’s production cycle is not 

cost effective to outsource any longer, they may decide to continue operations in-house to reduce 

costs. 

 The bargaining power of suppliers is very similar to the above-mentioned qualities of 

buyer bargaining power, except when speaking to commodity markets (raw 

material/semi-finished product suppliers). These differ because of the number of suppliers 

relative to buyers; The cost of switching is very low and can be done easily. 

 In the commercial real estate industry, making a sound investment is key. Altus group is 

an industry leader because they are able to stay one step ahead of their competition all the time. 

Altus continues to thrive due to constantly updating data and technology, minding a large portion 

of the technology used to improve business is something they have created on their own. The 

challenges they continually face and work to improve can be found on their website and are 

listed as accelerating transactions, understanding risk and regulatory procedures, increasing 

transparency, globalizing, and developing disruptive business models. Their goal is to reel 

together many different platforms into one focusing on assimilating data with new technologies 

to provide deeper insight. As you can see Altus Group has quite some bargaining power as a 

supplier in the CRE consulting realm due to their ever-expanding knowledge platform. 

Competitors such as Deloitte and Accenture are not quite as advanced as Altus in the 

home-grown technology department which in turn may lead to higher prices for consulting. 

Utilizing industry analysis is important because it allows a firm or company to develop a 

proper strategy to impact the industry and attract customers. Understanding the industry 

structure, allows one to study the influences that affect competition and profitability. In order to 



better one’s position in an industry it is vital that a firm develops a proper strategy to moderate 

competition. This in turn will lead to higher levels of profitability and bolster one’s image with 

current and potential clients. In the case of Altus Group, a commercial real estate and data 

software company, identifying industry characteristics, levels of profitability, and competitive 

pressures from competing firms such as Deloittte and Accenture, the Altus Group and others can 

be capable of developing a strategy to influence the industry.  

In the real estate industry, it is key that a company positions itself, to better suit clients as 

well as adapt to updating technological changes that can have an impact on the industry. 

Identifying the internal and external characteristics of an industry helps a firm leverage 

bargaining power and recognize competitive advantages. In the case of Altus Group internal 

characteristics of their industry relate to the creation of software and the implementation of data 

to create an effective strategy to find potential clients and property. However, the external 

characteristics have just as much of an affect because they can dictate the position of Altus in 

relation to competing firms. These characteristics are essential because when defining any 

industry, it is important to make the connection between the attributes of an industry and how 

they correlate with levels of profitability.  

Levels of profitably are key identifiers of whether a firm is managing an appropriate 

strategy to compete and influence an industry. Profitability is a continuous measure of a 

company’s position in relation to its competitors and the industry it falls under. Developing a 

strategy to spot trends and track competitors accomplishments and failures allows firms like 



Altus to track internal and external characteristics that lead to success within the commercial real 

estate market. The commercial real estate industry has experienced enormous growth over the 

past few years, domestically and abroad so Atlus Group has expanded its reach to remain 

competitive and gain an advantage amongst their competitors. 

Within any industry changes in technology can either benefit or present an enormous 

disadvantage for a firm. The Altus Group has adapted to the emerging characteristics in the 

industry by adapting the use of software to gain an edge on their competitors. This adaptation by 

the Altus Group shows their awareness to the current emerging characteristics of the industry and 

reveals how the development of a strategy can lead to greater levels of success despite 

competitive pressures.  

As discussed in the book, Segmentation is vital to penetrating the market and attracting 

the attention of potential customers needs and wants. It is important for each firm to know that 

there are five separate steps when it comes to segmentation analysis. Step one is to identify 

possible segmentation variables. Variables include which customers a firm should focus on 

serving and what exactly to offer them. Secondly, they must construct a segmentation mix. This 

consists of deciding on easily identifiable segment markets. Next, they must analyse segment 

attractiveness. The amount of profitability is a huge determinant of segment attractiveness. The 

fourth step is to identify key success factors in each segment. In order to do this the firm would 

need to ask themselves two questions and then meet two criteria. Those two questions are 1) 

What do our customers want? And 2) What does the firm need to do to survive the competition? 

By answering these two questions the company will then be able to see what they need to do to 



meet the two necessary criteria. It will need to supply what the customer wants to buy and 

survive the competition. A firm’s ability to meet those criteria will indicate its potential success 

in an industry. Finally, the firm will need to select a segment scope. This will be the time that the 

firm decides to either specialize in one segment or compete across multiple different segments.  

Overall, there are many factors that play into industry analysis of each specific industry. 

It is so important that each firm is able to evaluate all of the items discussed to be able to 

succeed. It is also crucial that each company is able to analyse their own industry compared to 

others. As stated before, Altus Group is a commercial real estate company that focuses on being 

the leading software, data, and technology provider. Altus, along with many other companies 

must be able to focus on their company and these main strategies to analyse their industry and 

beat the competition.  

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

Figure 1. 



 

 

 

 

 

 

 

 

 

 

 

Figure 2. 



 

 

 

 

 

 



Figure 3. 

 

 

Figure 4. 

 

 



 

 

 

 

 

 

 

 


