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1
The Customer

1.1
How does the consumer behave?

As a modern company, Panasonic UK (PUK) must make regular assessment of the needs and wants of the customer in order to market its electrical products successfully in the UK (Davidson, 1987).  A familiarity and subsequent contempt can then arise in the case of a company in daily contact with its customers.  Davidson (1987) also cites the inability of some companies to vacate declining markets as a clear indication of this oversight.  
A further development of the importance of understanding the behaviour of the loyal and new consumer can be observed by studying the recent successes and failures of the dotcom empires (www.FT.com, 2000).  The assumption that customers would accept and henceforth utilise the ability to pay for goods online as soon as the technology was available was the cause for many months in the red and bankruptcies for internet based companies.  This new technology tempted the online company into forecasting sales figures through somewhat rose-coloured glasses.  So by failing to anticipate the reluctance of the consumer to pay online, failure was sealed for many of the internet hopefuls.
Wilson and Gilligan (1997) identify how the dependency of strategist’s perception of the consumers’ behaviour, and their likely responses to the marketing mix, ultimately drives the marketing planning process.  If the marketing mix’s externality and the message to be put across by PUK can be seen as the finger, then the response of the customer (internal or external) to these stimuli is the pulse on which it must reside.  
We are all familiar with the simpler stimulus–response models of buyer behaviour (www.tutor2u.net, 2003).  By recognising the external factors and communication of the marketing mix acting upon the consumer; the cultural factors affecting the output of the model; and the output itself, a decision to buy, PUK will be able to target marketing efforts and their more regular tactic of price subsidy toward those most receptive to it.  
1.2 Influences on the behaviour of the consumer

The customers for Panasonic UK directly are the dealers and retailers in the UK consumer electronics market.  However, a strong focus is afforded to the end user of the product as Panasonic operate a very much consumer-pull strategy in terms of marketing message.  The central advertising efforts of the group are sent to the consumer directly through mass media, stimulating the demand to the retailer who then requests the target products, thereby completing the process.  Through existing streamlined distribution infrastructure, PUK can then ship direct from UK manufacturing to the retailer within two days, thereby whittling away more stock holding requirement.  

Panasonic is not the ideal application of the ACORN and socio-economic classification models as a whole due to the diversity and size of the market.  By focusing on the specific product group and revenue leader of Colour Television (CTV), we can afford more definition of the customer and their requirements.  

As previously mentioned the socio-economic classification model cannot segment the actual consumers of Panasonic CTV’s but is imperative in the identification of appropriate pricing strategy and retailer selection for specific models.  A sound understanding of retailers’ positioning toward these socio-economic groups allows PUK to split model availability and indeed exclusivity by retailer and therefore better serve individual socio-economic classifications.  
With regards to other means of identification of consumer groups, Chorley (1987) includes: geo-demographical, ACORN, occupational and lifestyle analysis among others, these models although dated and based on assumptions of uniformity and conformity can be obtained from companies such as ESRI Business Information Solutions, formerly CACI Marketing Systems (http://demographics.caci.com, 2003).  
By using the positioning in these respects of the individual retailers and dealers, PUK can indeed segment the CTV market using, not an identification of the ultimate Panasonic end user, but the positioning and segmentation employed by the retailers they visit.  From this then, we can identify the PUK consumer as the companies that pass on its products, in varying levels of status.  

Currys and the rest of the Dixon Stores Group (DSG) are in the middle of this hierarchy; above are the specialist Panasonic outlets (which are independent business units) and high end designer department stores a la David Morgan.  At the base level of this customer hierarchy in terms of actual spending power of end user are the budget and wholesale outlets such as Lidl, Aldi and larger supermarket chains.  PUK will rarely allow Panasonic branded CTV into these outlets so instead allow an own branding of the retailer.  This understanding has essentially integrated the existing buying process models to include those of role specialisation (Sheth, 1973, Dubois, 2000) but also including the role of “retailer” in the equation.  We shall call this the retailer hierarchy.
1.3 Strategic Implications and the future customer
The identification of the customer on both levels of the hierarchy is imperative to future strategic decisions.  Using the analysis above and taking into account the current consumer’s complex actions and lifestyle (Wilson and Gilligan, 1997), one can identify the need for Panasonic to ensure the diversity of CTV product ranges to serve all aspects of these complex lives.  For example, even the A1 CTV consumer will consider price an issue over quality for a second CTV perhaps in the kitchen as it is not such a necessity as the “main” set in the living room.

Panasonic branded products are specifically targeted at the middle to high tiers of the retailer hierarchy mentioned previously through an incredible record of quality control and technological advancement.  When judged in comparison to other brands in the same market (Kardes, 2002), Panasonic is considered an A brand by the members of corporate planning UK, meaning that they are positioning the brand as high quality, yet value for money.  Internal manufacturing/customer service figures give a reject rate of 0.4% in the marketplace compared with the closest contender Toshiba, at a comparatively substantial 6%.  

The strategic implications for this are that cognitive dissonance can be dissuaded post-purchase not only due to an incredibly low failure rate, but also a dedicated service centre at the factory where the products are actually produced rather than a separate facility, ensuring that all call operators may be initially trained on the technical assembly of the sets.  The strength of this approach by PUK can also be reinforced by Assael’s matrix of the four types of buyer behaviour in terms of involvement (1987).  In this matrix, PUK’s products are positioned in the “Complex” quadrant due to a high purchase involvement and the availability of many different brands.  

By employing high quality standards and nipping cognitive dissonance in the bud, PUK can enter the buyer’s “black box” (Wilson and Gilligan, 1997) and by identifying the buyer characteristics through retailer selection; followed by influence on the decision making process through positive word of mouth and A brand market positioning, promote desirability and thereby stimulate the correct output from the end consumer.  This output can come in the form of a purchase or often overlooked a request for specific product to the retailers to enhance the customer-pull environment.
2 The Nature of Panasonic’s Environment
Using the well-known PEST model for the analysis of the factors affecting the organisation, although dated, is still a relevant method of analysis. It affords a detailed path to a holistic summary of the conditions which the company will or could face.

2.1
Political/ Legal Factors

Although there is no danger of competitor in the market obtaining a monopoly, other legislation can affect Panasonic.  This mainly concerns the internal politics of the vast parent organisation whereby international trade with countries that house an independent Panasonic sales company or distributor is forbidden.  This of course, heavily influences the global implications for PUK as they are limited to only extremely cost inefficient additional international sales.  This is the main reason that trade is confined to the UK.  If PUK were trading globally, there would be the political climates of each participating country to take into account as well as their trade legislations.
Environmental concerns would also affect Panasonic due to the volume of glass used for the production of Cathode Ray Tubes (CRT) for the sets.  If emissions from factory plants or the processes and raw materials used were to come under stricter control then, availability would become an issue, and where demand outstrips supply, price inevitably rises.  These political influences will in general have the effect of compromising Panasonic’s financial security and etching away more price-based competitive advantage.
2.2 Economic Factors

The effect of the UK economy is of course a prime concern for Panasonic.  The salient points focus on the fluctuations of employment, investment and inflation as contributory to strategic decisions.  According to MonyExtra.com (2003), the UK's performance in 2003 compares very favourably with growth in the Euro zone of just 0.5%. The Chancellor of the Exchequer noted in his speech that since 1997 inflation has averaged 2.3%. British unemployment is lower than every one of the country's major competitors for the first time in 50 years.  These conditions are satisfactory to sustain organisational growth for PUK.  

Major ramifications of consistent economic growth for Panasonic would be an increase in consumers’ disposable income and therefore a potentially larger market to exploit, also; healthy economic status would lead to reassurance of external global investors.  This would favourably affect the government’s fiscal position and therefore raise the possibility of greater government support with digital television infrastructure and licensing.
2.3 Social Factors
The standard of education to which prospective employees are training is changing.  The number of graduates entering employment has fallen (HESA, 2003), this could be attributed to a rise in the number of employees “climbing the ladder” through the organisation or could be an indication of an employment and education saturation point where the degree is commonplace and education standard has become overshadowed by a need for experience to differentiate the candidate.  To counteract either of these factors, PUK could consider a higher intake of placement students to prospect for suitable graduate employees and afford them experience before job seeking or get involved with the higher percentage that are seeking to further study to masters and doctorate post graduate level.
PUK is also affected by a rise in consumer competency with electronics.  Can this be attributed to the rise in use of the internet in workplaces, or a familiarity with the tiered menu systems so apparent on most household products that it is almost becoming a standard?  From an industry employee’s knowledge, in the past simpler products had essentially a button for each function allowing a WYSIWYG experience for the consumer.  With the advent of computer based navigation in CTV, the consumer is now faced with a number of decisions regarding the placement of the function they seek.  In laymen’s terms, the consumer of old would simply turn the brightness dial to adjust that property whereas now, the brightness control can be behind main menu > settings > brightness.  So as social trends begin to accept this change, the older consumer of the current national demographic no longer holds such reservations about technology.
2.4
Technological Factors

This brings us to consider the technological factors affecting Panasonic.  They have the benefit of huge research and development spending by the UK factory of large screen CTV to keep up with the competition.  As mentioned earlier a further government commitment to the development of digital terrestrial infrastructure will aid PUK in that it employs the most advanced digital decryption.  Couple this with a greater variety of free-to-air digital channels that the government would be in a position to subsidise following further economic growth, and PUK are in an extremely favourable position competitively.
Another concern is the rate at which knowledge is transferred within the industry.  An example of this is the Panasonic design of the Quintrix SR fine pitch CRT allowing up to 2200 horizontal lines on the screen.  This was quickly adapted by Phillips to create PixelPlus and then Sony as an extension of its Trinitron brand.  Panasonic need to adapt processes to fit in with the increasing importance of the knowledge based economy, specifically in a technological sense as much of the unskilled labour of other large companies is moving to lower wage countries already in preparation for a knowledge boom (Nonaka et al, 2000).
3
The competitive Environment

Michael Porter created the five forces model of competitive environment analysis (1980).  This has since become the benchmark for competitive industry analysis.  In Panasonic’s situation, applying this model is specifically apt when considering the five industry structure types (Wilson and Gilligan, 1997).  Panasonic is in an industry situated between pure competition with many sellers and an undifferentiated product; and monopolistic competition where the products are differentiated.  A comprehensive knowledge of this environment will allow Panasonic to decide whether to plough money into market communications to differentiate products further through brand strengthening or consider SCM concepts to add value in other manners.  These models will allow the identification of factors leading to a sustainable competitive advantage.

3.1
Power of Suppliers and Buyers
As in many markets, in consumer electronics the customer is most definitely king (Martin, 2003).  PUK should be aware that the retailer from whom the end user purchases, has immense power in terms of setting prices according to market conditions and demanding them from PUK.  The suppliers also hold power as PUK’s supplier is of course the Panasonic manufacturing plant.  Pricing is relatively non-negotiable as is the 16 week lead time for orders and the 8 week lock period for order modification.  In summary of PUK’s position in relation to its buyers and suppliers, PUK can be seen as a function of the overall Panasonic organisation and vision.  Controlled by both buyers and suppliers alike, but more importantly forming the bridge between them.
3.2
Threat of entry

The CTV market in the UK in the case of PUK carries a high threat of new entrants.  The reason for this is the apparent “incest” between companies.  The CRT’s for most 14” CTV in the UK domestic market are sourced from the Philip’s CRT plant in Holland regardless of the brand.  Buyers include, Panasonic, Sony and Thomson.  The 32 and 36” Quintrix F CRT is also used in the Philips PixelPlus range.  This buying and re-branding within the industry is common of electrical goods and would allow a new comer to start out with relatively low machinery purchases and simply stick a different badge on the CTV applying their brand to it and trade into the marketplace.

3.3
Competitive Rivalry

Porter identified a value chain to measure the effectiveness with which the customer could be served and therefore measure competitive advantage (Porter, 1985).  This has differing results according to industry type (Wilson and Gilligan, 1997).  The BCG developed a matrix in which competitive advantage itself is assessed.  According to this model (below), Panasonic are in a “fragmented” market with regards to smaller screen CTV (32” and under) as there are many ways in which to gain the competitive advantage, the main considerations for PUK being the quality history/reputation of the brand, it’s classification as an “A” brand.  However when we consider the larger screen “premium” sets, the market becomes “specialized” as the competitive advantage to be gained by steps forward in technology are high.  In both cases there are many ways to achieve an advantage.  

[image: image1]
Panasonic are in competition with the following in order of market share (GFK CTV Hit list UK, w/c 5/1/04):

1. Sony

2. Panasonic

3. Philips

4. Thomson

5. Sharp

3.4
Threat from substitute products

according to the AMA (www.marketpower.com, 2003), substitute products are viewed by the user as alternatives for other products, in the case of Panasonic there is little to substitute for a CTV as a receiver for video transmission.  It could be argued that radio broadcasts provide equal information and entertainment, and that a visit to the cinema will satisfy the need for visual entertainment.  But these are weak alternatives to a selection of visual information/entertainment channels available in the home.  In light of this then, Panasonic is in a fiercely competitive market but with little threat from substitute products.
4
Marketing audit of the organisation

Using the SWOT model we can combine the various specific models to form a holistic summary of the organisation’s position.  The next section will combine previous environmental analysis and new analysis of the internal organisation including Grant’s resource based model.
4.1
Summary of external factors

The external factors acting upon the organisation are identified through the use of Porter’s five forces model and PEST environmental analysis.  These essentially make up the “OT” part of SWOT.  From this analysis we can glean two salient issues facing PUK:

The acceptance of today’s consumer of more computer based systems with regard to CTV and the possibility of a higher disposable income through economic wealth have afforded the consumer much power in the marketplace.  If the needs of the consumer are to be sufficiently satisfied, PUK must cater for the coming age of mass customisation, perhaps employing the pace at which innovation occurs in the organisation to ensure ergonomic and speciality products are available.

Also, the knowledge based view of organisations can be applied to entire industries.  In this case, there is a need to ensure sufficient technical staff are acquired and trained adequately to perpetuate the creative cycle.  The rise in graduates continuing studies offers a facet for incorporation of training alongside formal qualification.

4.2
Internal Audit

Having analysed the external influences upon the organisation it is now possible to investigate the effects these have inside the organisation.  A critique of existing organisational structure, performance and operations will afford a thorough insight into the PUK’s strategic options when coupled with Grant’s resource based model to examine the assets of the organisation.
The structure of PUK can be considered flat compared with the steep hierarchies of the parent organisation.  This structure allows swift passing of information and delegation of duties.
Financially, the company also performs well but more specifically in terms of market share in the UK market is one of the leaders with 15% (GFK Hit List, 2004).

Grant’s resource based model we can examine the internal resources and assets that lead to a sustainable competitive advantage in the market.  The tangible resources that PUK own can be split into financial and physical.  The financial health of the organisation has been discussed previously; the physical resources involve the company’s premises and distribution infrastructure.  A considerable number of road freight Lorries belong to PUK and ship direct from the factory to the dealer, over riding the need for stock holding space.  This strength keeps, costs low so as to contribute to the financial security of the firm.
PUK’s intangible resources are where their main strengths lie, as mentioned before regarding the identification of the consumer; Panasonic has an excellent reputation for quality, almost inimitable in the market place, with less than 1 failure in every 20,000 that reach the end user this one of the most sustainable of Panasonic’s intangible assets.  The technology element of PUK’s strengths lies mainly within the manufacturing facility preceding them in the value chain (Porter, 1985), again a massive strength to the brand is the rate of technological advancement.  Often overlooked is the actual physical manufacturing technology secrets.  The machines in Panasonic manufacturing are all self-created, even sold on to other CTV manufacturers.  This streamlining of production through technology use is an important element in PUK’s success, allowing them to get the products into the market quicker and more reliably.  Also amongst PUK’s main strengths is their culture.  This is not always appreciated by the employee but harvests excellent results.  Panasonic, as with many Japanese manufacturers, have an incredibly hard working culture with excessive hours the norm.  
This could however, also been seen as a weakness in terms of the human resources of the organisation.  This weakness could rear its head in the form of under motivation of staff where they do not perceive themselves to be satisfying their needs in terms of Maslow’s hierarchy of needs.
5
Overall Summary

This report has uncovered the core competencies of PUK internally and examined closely the environment in which it operates.  These core competencies of technological advancement and tight distribution channels serve to sustain the competitive advantages of the Panasonic brand.  The salient weakness of the company lies within human resourcing and motivation factors.  The opportunities in the market consist of development of digital services and further enhancement of CTV picture quality.  The threats can be seen as new competitors into an already saturated market and the low differentiation present in a fiercely competitive environment.
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