Competitive Analysis
Competing effectively - Framework for competitive analysis

Competition should not be feared. It should be known and challenged on positive terms. Business history has proved 
that customers are best served when healthy competition prevails. 

Competitive strategy involves positioning a business to maximize the value of the capabilities that distinguish it from its competitors. Basic steps for competitive analysis include: 

1) Determine what you do for whom. - Determine exactly who your customer target markets are and what services you provide them. Be as specific as possible and include both tangible and intangible services. A mission statement is a good place to start, but you have to go beyond the simplicity of the mission statement and create a more exhaustive service list. 

2) 
Identify your current and potential competitors- Determine which categories which your customers might fall into. This is determining the full array of your real competitors. All significant existing competitors must be analyzed. However, it is also important to analyze the potential competitors that may enter. Potential competitors could be identified from these groups: 

· Firms not in the industry but who could overcome entry barriers particularly cheap. 

· Firms for whom there is obvious synergy from being in the industry. 

· Customers or suppliers who may integrate backward or forward. 

3) 
Gather basic information on each competitor - You can get information on competitors and their products from following sources: 

· Newspaper, magazine, trade association directories, trade publication articles and trade shows, as well as other written materials. 

· The competition’s price lists, specification sheets, catalogs and new product announcements. 

· Test evaluations of competing products. 

· Reports from independent laboratories and rating services. 

If an expert is interviewed in context with your business area of focus, don’t hesitate to contact the sources. If you find a good source, always ask if you can call back with further questions. Don’t overlook published materials as a valuable source of competitor information. Data needed to make subtle judgement usually takes time for collection and a commitment. When you begin to hear the same information from many different sources, your research is on the right track. 

4) Conduct in-depth research on each competitor- using a variety of fields and published sources, (above) begin by determining the following for each competitor: 

a. 
What specific market(s) and market segments do they serve? This will help you 
designate areas into which you may want to expand. 

b. 
Which of their products or services is most important to their customers? This 
will give you insight into services you may want to introduce or improve. 

c. 
What is most important to customers in their choice of a business? Satisfaction 
with delivery performance, product quality, design improvement? 

d. 
What are your competitor’s strengths and weaknesses in terms of: 

· Services, product quality, benefits offered. 

· Marketing strategies used in selling their businesses. 

· Operations in terms of technological sophistication, efficiency, accuracy, consistency, and other related factors. 

· Financial strengths exhibited. 

e. 
What is their thrust? Is their strategy one of finding a niche, trying to be all things to all people, or being a leader in the industry? 

f. What are their goals and how do they measure outcomes against them? 

5) Conduct a comparative analysis of your competitors. 

· How are your strengths and weaknesses compared to those of the competitors? 

· Are there services you don’t offer that customers find important? 

· Is your competitor covering segments of the market you are missing and perhaps should consider? 

· Are there ways you can take advantage of your competitors’ weaknesses by offering different or better services or by serving a part of the market no one else does? 

· Are there niches in the industry where growth potential exists that none of your competitors are taking advantage of? 

Competitor Intelligence

Competitor intelligence is an analytical process that transforms raw data into relevant, accurate and useable strategic knowledge: 

· Competitor -current position -historical performance -capabilities 

· Market -driving forces. 

· Technology 

· Environmental (economic, political, regulatory, demographic influence.) 

· Customer 

Competitors are extremely interesting if presented as living, breathing people, not just numbers. Most of competitive intelligence today is fragmented, not holistic. Competitive intelligence analysis also tends to focus on weaknesses. It is just as important to know the competitor’s core competencies. It is effective that you know the background of your competitor’s leader and his/her key motivators. Once you understand competitor's motivation you can better predict their moves and pre-empt them. Don’t only look at your biggest competitors, you can gain the most insight if you look at competitors who bring different motivations to the marketplace. 

Different types of competitive strategies
1.
Advertising competition: 

Many companies commit themselves to spend a percentage of their gross sales revenues on advertising as part of their business planning. Research their advertising strategy, advertising objectives, media selection, advertising copy, effectiveness of advertising, product literature and sales promotion. Advertising interacts closely and continuously with their product policy, pricing and distribution. Advertising effectiveness is shown to have long-term benefits. 

2.
Pricing competition: 

You don’t have to match or respond to every change in competitors’ prices. It’s important to find out the motive behind the price change. 

· Is the competitor acting aggressively? 

· Does it have a new cost advantage? 

· Is it angling for a larger share of the market? 

· Is it acting defensively, selling of excess inventory, struggling to raise cash or improve profit margins? 

· Is the price change part of a change in its product line or does it reflect a change in the target market that you haven’t caught up with? 

When a competitor raises prices, you should check the replacement cost of your own inventory. This means estimating future costs, since there may be new cost pressures that your past experience will not reflect. If your costs are not rising appreciably, you have a choice between raising prices and profit margins yourself or becoming a lower-cost producer and increasing sales volume. 

If the competitior’s actions are affecting your sales, then it’s time to act. You may want to cut prices on established products or start up a new low-priced line that will compete head to head on price. If your competitor’s motive for cutting prices is simply to move goods out of the warehouse, your best move may be to hold the line on prices but strive for better service and delivery times. 

· Flexibility in production diminished price competition: 

The production environment influences the ability of a firm to match a given price cut. Technologies vary considerably in how flexible they are. 

· Excess capacity and large inventories favor a price-cutting strategy. 

· Price cutting is generally a more effective strategy for small competitors than for a dominant firm: 

Firms that are small relative to the market leader are generally more likely to find that price cutting is a viable strategy. 

· Price cutting is a more effective strategy for small firms with a cost advantage: 

The larger your cost advantage, the more likely it is that you can sustain price cuts when your rivals are no longer able, assuming that both firms have reasonable access to capital markets. 

Smart competition, creating sustainable competitive advantages

Niche marketing 

Profitable niches are often found in markets where there’s no clear industry leader. Finding the appropriate niche can take patience. And once you find it, it’s vital to cultivate customer loyalty and confidence. Unique efficiency developed with customers allows defense of that position against major competitors. 

Most small businesses have limited time, money and staff, and these resources must be devoted to customers who offer the best returns. Niche marketing forces a company to tailor products and services to carefully targeted customers. The fact is that it is much easier to improve quality and develop superior offerings when you focus on certain customers and eliminate those who will be too difficult or costly to satisfy. The best argument for niche marketing is a look at the alternative. The truth is, a good deal of niche marketing is intuitive, and many small and midsize companies use common-sense methods to test their various markets and identify the most profitable niches. There is no “right” way to become a niche marketer. 

Niche Marketing Strategy: 

1) 
Compile a comprehensive list of prospects of customers: 

Successful niche marketers often start with the general, rough idea of who might be interested in a product or service, and begin to narrow their focus to the specific. They then use a variety of sources, such as trade associations, buyers’ guides and mailing lists to develop a list of all such prospects. 

2) 
Profile customer groups: 

With this master detailed list, you might group customers by five or six different criteria, such as industry code, sales volume, company size, geographic location, products purchased or a demand for similar types of technical support and service program. An analysis of these groupings should start to reveal which customers offer the best sales and profit potential. Niche marketers gain an advantage over competitors by developing value-added products and services for those specific customer groups. 

3) 
Experiment with different accounts: 

This step truly differentiates the common-sense niche marketing used by many small businesses from the segmentation methods described in academic literature and business schools. The point is to collect as much intelligence as possible on the differences among customer groups. By selling to the accounts, servicing them after the sale and continually collecting data, you can learn a lot about how your products, services, advertising strategies and pricing might be changed to fit the needs of a particular niche. Along with trial-and-error selling, you can survey customers and new prospects to find out more about their needs. 

4) 
Tailor products and services to the niche: 

The real trick of niche marketing is not just to identify the best customers, but to modify your products and services in response to their needs. You may need to modify existing products, develop a new product to fill out your line or improve the quality of certain items. Support services can also be tailored to the special needs of customer groups. You need an in-depth understanding of customers in the group and your competition, which generally can be gained only through extensive personal contact. You can then study many combinations of services to determine which meet the customers’ needs and give you a competitive advantage. Successful niche marketers recognize that their offerings must be defined in terms of user benefits. 

5) 
Find more prospects like them: 

Look for more prospects that share the common traits defined in your customer profile. Again, you can use buyers’ guides, industry lists and associations to locate similar customers. You also can network with other suppliers to these customers and often customers in same industry. This is the phase where you finetune your sales, distribution and promotion strategies to reach the target niche. 

Niche marketing comes down to FOCUS, FOCUS, FOCUS on your prospective customers. 

Differentiation. 

Another effective means of competing by not competing is to seek differentiation in the areas of the marketing mix (product, price, promotion, distribution). You could consider Differentiation, Uniqueness in such areas as customer service, improved delivery time, extended warranties, sales terms, after-sale support, packaging, management training (your own staff and that of your distributions), knowledgeable salespeople, product features and distribution methods. 

Try Differentiation with such intangibles as reliability, image, nice-to-do-business-with reputation, credibility, prestige, convenience, value, responsiveness to problems and access to key individuals in your business. While competitive products may be identical, the suggested areas of differentiation add up to a total product package that moves you away from the product status and can give you a competitive edge. Differentiation provides protection against competitive rivalry because of brand loyalty and less concern about price. Customer loyalty and the need for a competitor to overcome uniqueness creates entry barriers. 

