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Agenda

External Forces Can and Will Impact the Business 
Model (SP2)

TOPICS
 Nature of external forces
 Introduction of the “value chain”
 A business “macro-environment”
 Watson PESTEL results
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1. Business Models are designed and function in specific 
environments

2. Continuous environmental scanning is essential and is a 
best practice of strategically managed organizations

3. A PESTEL ANALYSIS begins to identify the opportunities 
and threats facing the organization

4. Opportunities and threats emanating from the external 
environment are often the cause for disruptive, business 
model innovations

Learning Objectives
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Questions to ask

What trends affect the present? 

How will “possible futures” look?

How will we create and capture value 
in those futures?
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Value Chain (example)

YOU

Seed
Fertilizer
Herbicides
Pesticides
Water
Labor
Farm equipment
Professional Services

ConsumerRetailProcessor Wholesale
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FarmsSuppliers Buyers

Simplified
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Reframed as “forces”

Industry 
Rivalry

Supplier 
Power

Buyer 
Power
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Forces are limits to success

Industry 
Rivalry

Supplier 
Power

Buyer 
Power

Threat of 
Entrants

Threat of 
Substitutions
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But wait! There’s more!
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Industry 
Rivalry

Supplier 
Power

Buyer 
Power

Threat of 
Entrants

Threat of 
Substitutions

Key Trends Market Forces

Industry 
Forces

Macroeconomi
c Forces
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Business Model Environment

Industry 
Forces

Key 
Trends

Macro-
economic 

Forces

Market 
Forces
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Business Model Environment

Industry 
Forces

Key 
Trends

Market 
Forces

Competitive
Analysis

Foresight Market
Analysis

Macro-
economic

Analysis

Macro-
economic 

Forces
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Key Trends

Industry 
Forces

Key 
Trends

Market 
Forces

Macro-
economic 

Forces

• Technology
• Regulatory
• Social
• Cultural
• Socioeconomic
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Market Forces

Industry 
Forces

Key 
Trends

Market 
Forces

Macro-
economic 

Forces

• Segments
• Needs and 

demands
• Market issues
• Switching costs
• Revenue 

attractiveness

• Technology
• Regulatory
• Social
• Cultural
• Socioeconomic
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Macroeconomic Forces

Industry 
Forces

Key 
Trends

Market 
Forces

• Segments
• Needs and 

demands
• Market issues
• Switching costs
• Revenue 

attractiveness

• Global market 
conditions

• Capital markets
• Economic 

infrastructure
• Commodities and 

other resources

Macro-
economic 

Forces

• Technology
• Regulatory
• Social
• Cultural
• Socioeconomic
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Industry Forces

Industry 
Forces

Key 
Trends

Market 
Forces

• Segments
• Needs and 

demands
• Market issues
• Switching costs
• Revenue 

attractiveness

• Global market 
conditions

• Capital markets
• Economic 

infrastructure
• Commodities and 

other resources

• Suppliers & 
other value 
chain players

• Stakeholders
• Incumbents
• Insurgents
• Substitutes

Macro-
economic 

Forces

• Technology
• Regulatory
• Social
• Cultural
• Socioeconomic
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Industry Forces

Industry 
Forces

Key 
Trends

Market 
Forces

• Segments
• Needs and 
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• Global market 
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Industry 
Forces

Key 
Trends

Market 
Forces

Macro-
economic 

Forces

PESTEL
Analysis
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Introduction to Big Data

A lot!…and 
you need to 
know how 
to harness it!

19
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Introduction to Big Data

• Watson needs to learn the language of Politics, Economics, 
Societal Issues, etc.

• “Dictionaries” containing keywords and phrases relevant to 
these topics help filter and isolate the desired information

• “Seed Sources (URL’s)” are selected that likely contain this 
information 

• Search algorithms (“Rules”) are developed to automate the 
analysis
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Introduction to Big Data

• INSERT PICTURE OF PESTEL ONTOLOGY and/or EXAMPLE DICTIONARIES ?
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Search Logic

PESTEL 
Forces

Trend 
Analysis 
Filters

Farming
(Industry)

Desired Information
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Search Logic

PESTEL 
Forces

Trend 
Analysis 
Filters

Farming
(Industry)

Desired Information

Crop
Specific
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Big Picture
of the external forces impacting the

Brown’s Family Farm Business
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“Family farms represent 97.6 percent of all 
U.S. farms and are responsible for 85 percent 
of U.S. farm production”

Farm Business Structure

Economic Research Service (ERS) defines family farms as those whose principal operator, and people related to the 
principal operator by blood or marriage, own most of the farm business.
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“Profitability and the risk on these returns 
varies by farm size”.

Profit

Economic Research Service (ERS) defines family farms as those whose principal operator, and people related to the 
principal operator by blood or marriage, own most of the farm business. 26



“Multiple-operator farms are prevalent 
among large family farms”

Farm Business Structure

Economic 
• Larger farms often require more 

management and labor than an 
individual can provide. 

• Additional operators can provide 
the necessary labor, 
management, and possibly other 
resources such as capital or 
farmland. 

• Having a secondary operator 
may also provide a successor 
when an older principal operator 
phases out of farming. 
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“U.S. farm income expected to fall for third 
straight year”

Income
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What about today

Income

FAPRI Baseline: Financial Pressure on Farms Likely to Continue
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“Raising productivity, rather than expanding 
resources, has become the major source of 
growth in global agriculture”

Productivity

• Large differences exist in productivity 
performance between countries. 

• Between 1971 and 2013, U.S. agricultural 
productivity growth averaged about 1.5 
percent a year. 

• China and Brazil have emerged among the 
world leaders in agricultural productivity 
growth.

• According to ERS research, strengthening 
the capacity of national agricultural 
research and extension systems has been 
a key factor in improving productivity 
growth. 

• Long-term investments in agricultural 
research were especially important to 
sustaining higher growth rates in large, 
rapidly developing countries like Brazil and 
India
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“USA holds a 70% market share in the 
supply of sweet potatoes”

Economic/ Societal 
• Imports and consumption 

are rapidly expanding
• Increased by over 100% 

over the last five years
• European supermarkets 

are catering to a growing 
demand of exotic and 
ethnic food

• Important export 
destinations are the 
Netherlands and UK.

Trade
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“IoT is set to push the future of farming to 
the next level”

Technological 
• IoT device installations in the 

agriculture world will increase 
from 30 million in 2015 to 75 
million in 2020

• US leads the world in smart 
agriculture

• OnFarm, which makes a 
connected farm IoT platform, 
expects the average farm to 
generate an average of 4.1 
million data points per day in 
2050, up from 190,000 in 2014. 

Internet of Things
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Blockchain at Walmart: Tracking Food 
from Farm to Fork

Blockchain

• Food safety has always been a global concern. According to the World Health Organization, about 
420,000 people die each year due to food poisoning.

• In the U.S. alone, the total cost caused by food-related concerns—spanning from medical costs to 
economic loss due to halted productivity—range from $55.5 billion to $93.2 billion a year. This cost has 
increased by 20% in the last four years according to IBM.
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Technological 
• Development of genetically edited 

(GE) crops similar to those 
developed by conventional or 
mutation breeding using this 
potential technique makes it a 
promising and extremely versatile 
tool for providing sustainable 
productive agriculture for better 
feeding of rapidly growing 
population in a changing climate. 

• Note: This paper is from India. 
Message the world’s scientific 
community is engaged in the 
development of GE applications.

“Genome editing set to revolutionize agriculture”
Genome Editing
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Other factors for consideration in a
farm business strategy
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“Consumer demand for cosmetically perfect 
produce has real consequences”

Economic / Societal
• 40% of all food produced 

goes uneaten
• 6B pounds of fresh produce 

goes unharvested or unsold
• Losses in packing range 

from 14 – 60%
• Product specifications are 

set by major retail chains 
with enormous market 
power.

Other factors contribute to high waste rates as well. Contracting practices that are common in the produce industry, as 
well as the threat of bad weather, pests and price volatility, encourage growers to overplant. Labor shortages that are 
exacerbated by the sorry state of U.S. immigration policy are a factor too.

Waste
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“Banks cite fluctuating commodity 
process as top challenge”

Loan Risks
• Commodity 

price (69%)
• Input costs 

(10%)
• Adverse 

weather
• Credit 

availability

Economic

Credit
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“Tobacco may have seen its top”
Economic
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What is happening today? 

Tobacco Manufacturing Market Indices
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“In 2015, an estimated 15.1% (36.5 million) U.S. 
adults were current cigarette smokers. Of these, 
75.7% (27.6 million) smoked every day”

Tobacco Consumer Demographics

•Data is segmented by race, sex, 
age, income level, education 
level, etc.

• In the US, smoking is most 
popular among people in the 
lower income and education 
segments.
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What about today?
Tobacco Consumer Demographics
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Environmental / Economic

Crop Insurance
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“Agricultural water usage tracks the growing 
season creating a huge spike of 
consumption”

Environmental

Water Usage
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Niche Markets
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“A high percentage of consumers are 
requesting a more natural vegetable”

Economic/ Societal 
• Organics are a growing niche 

market
• More attractive to some 

landlords

Negatives:
• Very difficult way to grow 

tobacco
• No weed-control chemicals
• Ditto for disease and insect 

control

Organic Tobacco
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In Search of the Low-Nicotine Tobacco 
Plant

Low Nicotine Tobacco

• Another step to 
reduced-risk tobacco 
products

• The overall goal of 22nd 
Century is to help 
people quit smoking

• Its path to market will 
most likely involve 
doctors prescribing 
smokers low-nicotine 
cigarettes as one way to 
kick the habit

Source: CSP Magazine
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“Stokes Purple sweet potatoes are gaining 
popularity…particularly with millennials”

Sweet Potato 

Economic/ Societal 
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“Renewable Energy and Agriculture:
A Natural Fit”

Environmental / 
Technological 
• Wind Power
• Solar
• Biomass

Renewable Energy

Renewable energy can be used on the farm to replace other 
fuels or sold as a “cash crop”.
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“The southeastern United States has 
warmed less than most of the nation. 

Climate Change
• Changing the climate will 

have both harmful and 
beneficial effects on farming. 
During the next few decades, 
hotter summers are likely to 
reduce yields of corn. But 
higher concentrations of 
atmospheric carbon dioxide 
increase crop yields, and that 
fertilizing effect is likely to 
offset the harmful effects of 
heat on cotton, soybeans, 
wheat, and peanuts—if 
enough water is available. 

Environment
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“Experts predict that if present growth and water use 
trends continue, North Carolinians will find it 
increasingly difficult to satisfy their water needs.”

• North Carolina’s population 
boom will not only increase 
demand for water, but will 
also result in new 
developments in currently 
undeveloped forest and 
wetland areas—
environments crucial to 
ensuring the quantity and 
quality of the state’s water 
supply. 

Water

Environment
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Hemp Is Set To Overtake The Production Of 
Tobacco In Kentucky

http://www.trueactivist.com/hemp-is-set-to-overtake-the-production-of-
tobacco-in-kentucky

Hemp (A Super Food)

• Despite past negative 
stances, hemp has  been 
found to have huge 
nutritional value, using the 
leaves to produce a safe 
liquid drink where all of its 
nutrients can be ingested. 

• Hemp seeds are also a 
superfood, containing 20 
amino acids, nine of which 
are required for optimal 
metabolism, as well as 
containing a huge range of 
essential minerals and 
vitamins.
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“Canadian farmers encouraged to become what’s 
called vertically integrated – i.e. take control of more 
steps in the value chain”

• Trump administration will bar access to top export market
• In US small food companies growing 11-15% per year
• Consumers prefer “mission-based” companies
• Plus, farmers are already businesspeople 

Politics/Economics

Farm Business Structure
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Discussion

 Political

 Economic

 Social

 Technological

 Environmental

 Legal

Industry 
Forces

Key 
Trends

Macro-
economic 

Forces

Market 
Forces
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1. Business Models are designed and function in specific 
environments

2. Continuous environmental scanning is essential and is a 
best practice of strategically managed organizations

3. A PESTEL ANALYSIS begins to identify the opportunities 
and threats facing the organization

4. Opportunities and threats emanating from the external 
environment are often the cause for disruptive, business 
model innovations

Learning Objectives
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Agenda

Perform PESTEL Analysis (SP3)

TOPICS
 Team Exercise
 Assess the external forces that will and do 

impact an organization’s business model
 Strategic thinking!

57



1. Practice in applying the PESTEL ANALYSIS tool

2. Begin understanding how and why the Brown Family 
Farm’s Business Model might change and how

3. Learn to work together as a team

4. Teamwork and diversity of thought are vital to strategic 
planning

Learning Objectives
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VALUEEFFICIENCY

CSVP

Ch

R$

KP

C$

CR

KR

KA
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Team Exercise

Using the PESTEL ANALYSIS WORKSHEET:
• Decide the major external forces impacting the Brown Family 

Farm?

• How will those forces impact the Brown Family Farm’s business 
model?

• Are they threats or opportunities?

• Which are the most Important? … Which are the most urgent? 

Be prepared to defend 
your logic in class!
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PESTEL ANALYSIS WORKSHEET
Forces Threat or 

Opportunity?
Importance Urgency Building Blocks 

Impacted
Trend #1 (from 

list in SP2)
T or O 1 (Low) – 5 

(High)
1 (Low) – 5 

(High)
Building Block

(KR, KP, KA, etc.)

Trend #2

Trend #3

Trend #n

Others?
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Agenda

Review PESTEL Analysis (SP4)

TOPICS
 Team Reports
 Gaining a “market understanding” of the 

forces facing all farms (not just the Brown’s) 
operating in S.E. United States!
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1. START gaining a market understanding of your own 
businesses/industry

2. Identify and assess the external forces that are 
impacting/about to impact southeastern farms’ business 
performance

3. Map these impacts (and resulting changes) to specific 
Building Blocks of the Business Model Canvas

4. Ensure everyone is together before proceeding with 
more strategic planning tools and team exercises

Learning Objectives
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PESTEL ANALYSIS WORKSHEET
Forces Threat or 

Opportunity?
Importance Urgency Building Blocks 

Impacted
Trend #1 (from 

list in SP2)
T or O 1 (Low) – 5 

(High)
1 (Low) – 5 

(High)
Building Block

(KR, KP, KA, etc.)

Trend #2

Trend #3

Trend #n

Others?
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Exercise

Review your analysis with the class

Remember:
 There are no right or wrong answers
 A true PESTEL analysis is a lot of hard work (even with 

Watson)
 What’s important is to achieve a common understanding of 

the market forces that can and do impact companies’ 
business models
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Greg and I read the case and did a 
PESTEL Analysis 

66



1. START gaining a market understanding of your own 
businesses/industry

2. Identify and assess the external forces that are 
impacting/about to impact southeastern farms’ business 
performance

3. Map these impacts (and resulting changes) to specific 
Building Blocks of the Business Model Canvas

4. Ensure everyone is together before proceeding with 
more strategic planning tools and team exercises

Learning Objectives
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