10 Things You Need To Know About Your Competitors
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Coping with competitors is a fact of life for most businesses and very few can genuinely claim that they have none: Those that do must ask themselves why - are they in a market which is radically new, (in which case competitors won't be very far behind) or are they in a market so unattractive nobody else wants it? 

To maximise our chances of winning any time there's a choice between ourselves and others we must constantly strive to be aware of the rules of competition in our chosen segments. This is as much about making sound judgments about the future as it is about describing the past. We want to win more than just our 'fair share' of the available business. 
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First, let's define what we mean by the term: Competitors are either those people or organisations which win business we thought we had a pretty good chance of winning, or those people or organisations we leave in our slipstream as we win the business ourselves. Furthermore, competitors are potentially different in each different segment of the markets within which we choose to operate. 
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For effective marketing planning we need to know exactly who the real competitors are in each of our market segments, and understand how to stand head and shoulders above them in customers' eyes. Developing this understanding will require a real commitment to thinking about competitors, and their capabilities and ambitions relative to ours. But how do we do this? 
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Answering the following ten questions will ensure that our knowledge of competitors covers the major areas of effective business development and provide a useful context for our choices on future plans and actions. 
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1. Why do they even exist?

Do our competitors exist simply because we don't have enough capacity to serve the whole market or do they bring something to the market which we can't bring in quite the same way?
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Some companies compare themselves with their competitors by highlighting their own strengths and then comparing competitors to these strengths. This can often give a very distorted picture of the real competitive situation. If we exist to provide Quality in the marketplace, for instance, it is not necessarily a good idea to compare ourselves to the Economy positioned competitor. It is self-evident that on quality we may well be superior but this is not the area in which this competitor is fighting. We also need to ensure that any comparisons we make are relevant in the eyes of our customers. 
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Do competitors exist to make money or are they strategic parts of a larger organisation? This is also another important "Why-do-they-exist?" dimension to understand. Are they expected to be profit centres, opportunity seekers or service organisations within a wider business? 
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By thinking about why competitors even exist, our minds will be focused upon the marketplace we are really in rather than a theoretical marketplace which broad industry sector comparisons may encourage. For instance, Rolls Royce and Skoda both build cars but it would be foolish to say they are in the same market. 
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Finally, do our competitors exist to simply provide a stable income for the family (as in many family owned businesses) or are they very aggressive very ambitious companies? 
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2. Where do they add 'will-pay-for' value for customers?

Assuming that we now understand the reasons each of our real competitors exists, are we clear just what it is that makes them the choice of at least some of our potential customers? Is it their quality? Price? Overall perception of value for money? The way they do business? Simply a matter of excellent credit terms? Or invoicing procedures? Do they take on board some of the mundane, routine, tasks for customers? Have they contacts that make them useful? Are they simply nicer people to deal with? 
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If we are to compete effectively in the marketplace we need to understand what, in the eyes of customers, differentiates them from us. 
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3. Which of our customers are of most interest to them?

Competitors will almost certainly only be interested in some of our customers: Would they really want that demanding, long credit taking, obnoxious time waster who believes it is our duty to serve him? The chances are that they will want to cherry pick those which generate the biggest margins. And of course one of the things that may give us sleepless nights is the worry that one day we could wake up to find that our customer base is composed simply of those customers that competitors didn't want! 
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Look at our customer base and consider - which ones will we fight tooth and nail to defend, which will we make an exceptional offer to maintain and which will we allow to go if we can't come to a mutually profitable arrangement? Our competitive strategies should be formulated around these conclusions. Retention of our best, most profitable customers should be a key element of our business strategy. We need to know which of these are under the greatest threat from competitors. 
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4. What is their cost base and liquidity?

How do our competitors make their money and profits? Is it the same way we make ours? If it's not, we must bear this in mind when comparing ourselves with them. How much cash do they have? Can they react to any disturbances we might make in the marketplace? 
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This is not always easy to find but should be an important element of our competitive strategy. Being the low cost supplier can be an important source of sustainable competitive advantage. Who has that within our market? If it's not us, how do we make sure that we can keep added value in the marketplace and resist commoditisation and the consequent drift away from our products or services? 
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5. Are they less exposed with their suppliers than we are?

Some theories of competition now suggest that competition is really about our supply chain versus their supply chain. If our suppliers are less reliable than theirs, then we are significantly more exposed to potential disaster than they are. It is no good telling customers about our supply problems - we chose our suppliers! 
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If a competitor has a more reliable and cost efficient supply chain than we do, he is likely to outperform us in the long-term race for the customer's mind and money. 
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6. What do they intend to do in the future?

Competitive intelligence should be based on sound judgment about the future rather than significant volumes of seemingly precise historical data about the past activities of each competitor. This is not easy to achieve - there are no facts about the future. Nevertheless it is a competitor's future strategies, which are of most interest to us even if it is very useful to take there past actions as an input into our judgment about their future activity.
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In the next three to five years what segments will our competitors be targeting? If they are family businesses will there be succession issues or good development? If they are going for growth how committed are they? Let's make sure we constantly think about their strategies for the future as well as simply looking at their current operations. 
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7. How will their activity affect our strategies?

Assuming that we have addressed question 6 and have a broad understanding of what competitors intend to do in the future, how will this affect what we intend to do? 
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Sometimes a company will plan its activities almost oblivious to the potential competitor reaction. Indeed, some companies devise marketing plans which seem to assume competitors will stand aside, or perhaps even lay down and die, while they blaze or swashbuckle their way through the marketplace. 
[image: image22.png]



Another common situation is companies simply copying competitors regardless of the financial case, or marketing objectives. After all, if they're doing it they must have a good reason, or so the logic goes. What worse recipe for disaster than doing this? 'Me too' strategies often end up being 'me too late'. We must think for ourselves and then, from our understanding of competitor ambitions and capabilities, make strategic choices based upon our understanding of the impact of their potential reaction. Why introduce a new product if competitors can copy it within a few days? 
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8. How much better than them do we have to be to win their customers?

Competitive advantage is not simply about getting a superior offer into the marketplace but is about getting an offer, which is perceived to be significantly superior into the marketplace. 
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The issue is not 'can we get better than our competitors', but at what point will competitors' customers switch to us (and, indeed, how much better than us would competitors have to be to win our customers!). The focus should be on winning business from competitors, not simply matching them or exceeding their efforts in an academic sense. 
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In some markets customers will switch for a slightly better offer, particularly where the product they are buying is a commodity, easily acquired in much the same way from other suppliers. On the other hand there are markets where a significant number of customers are either so loyal, or so tied into the processes of their suppliers, that it will take more than a slightly superior offer to cause them to switch. What do such rules of competition look like in our market? 
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9. Are there any new competitors or new ways of doing things, which will appear in the next few years?

It is dangerous to focus solely on the existing named competitors in our marketplace. Who might be looking hard at our marketplace with a view to potentially entering it in the next few years? Is our industry sector generating enough profits to attract new entrants? New entrants are likely to enter with new ways of doing things, which can be difficult to deal with. 
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On the other hand, are the products in our industry near to the end of their lifecycles? Are new ways of meeting customer needs about to appear in the next three to five years? We don't want to be in the position; for example, of trying to compete with typewriter manufacturers when the market is moving to PC based word processing. 
[image: image28.png]



10. If I were a customer would I choose our product over those offered by competitors?

At the end of the day the acid test of our offer is how well are we convinced that it would be our choice? Can we honestly put our hand on our heart and say this is the choice we would make? 
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Think of all the things that annoy us as a customer, and then honestly consider how often we do them to our own customers. Then find out if there is anything else that irritates our customers about which we've been completely unaware. Is there anybody out there as a competitor that doesn't do these things? We should also find out about things, which delight customers, and question if we do these things more consistently and better than the competition. 
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Should we learn something from this information? 
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Answering these ten questions honestly and objectively will help us to: 
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Challenge our existing assumptions about competitors 
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Ensure that we are the customer's best option 
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Reduce the chances of being surprised by competitor activity in our marketplace. 
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An understanding of our competitors is an essential element in ensuring a healthy business. The ten things we really need to know about our competitors are not easily acquired: The analysis will need more sound judgment than reference to factual data. Nevertheless keeping ahead of competitors in the battle for good profitable customers is worth thinking hard about. 
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