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How to Conduct and Prepare an Excellent Competitive Analysis
How to Conduct and Prepare a Competitive Analysis

An in-depth investigation and analysis of your competition allows you to assess your competitor's strengths and weaknesses in your marketplace and helps you to choose and implement effective strategies that will improve your competitive advantage.

What Types of Organizations Should I Consider as Competitors? 

Any business marketing a product similar to, or as a substitute for, your own product in the same geographic area is a direct competitor. Firms offering dissimilar or substitute products in relation to your product or service are considered indirect competitors. Indirect competition would exist between the manufacturer of butter and a manufacturer of margarine selling to the same customers. 

Another example is the manufacturer of eyeglasses who competes indirectly with contact lens manufacturers. Stated in other terms, indirect competition will satisfy the customer's need with a particular product or service, although the product or service used may be different from yours. If a firm has similar products and distribution channels, but has chosen to operate in different market segments, they are not at this time your direct competitor. However, it's important to monitor the marketing activities of such firms because they may decide to move into your market segment, just as you may decide to move into theirs. Take a moment and identify your direct and indirect competitors: 

Do I Need to Analyze All of My Competitors? 

There are several markets where it is relatively easy to name every competitor. These are concentrated markets where only a handful of competitors exist. If this is the scenario for your product or service, you will need to develop an analysis for each competitor. The steel industry and automobile industry are examples of these types of markets. 

If you are selling in a market with many competitors, your job of analyzing the competition becomes a little more difficult. Since it is unrealistic to collect and maintain information on dozens of competitors, you will be able to save yourself valuable time, without sacrificing the integrity of your competitive analysis, by using the old 80/20 rule. In fragmented markets with many competitors, it is most probable that 80% of the total market revenues are accounted for by 20% of the competition. It's the 20% you would examine most closely. 

For instance, in the computer industry, the personal computer market, is represented by hundreds of clone manufacturers with the majority of the market being captured by a handful of manufacturers such as Compaq, IBM, and Apple. When using this approach it is important to keep abreast of your market for new and upcoming players who through some variable, whether it be new technology or an aggressive advertising campaign, may become a dominant player. 

What Means are Available to Limit and Control the Competition? 

Marketers of different brands of products will often pursue a particular market segment. Market Segmentation, which is the means of breaking down larger markets into smaller ones requiring different marketing mixes, is a significant vehicle available to you in attempting to limit and control the competition. There are however, a broad range of strategies a business can employ in a competitive environment — from price changing and new packaging to improving customer service and new product development. 

CONDUCTING AND PREPARING YOUR COMPETITIVE ANALYSIS 

Conducting and preparing your competitive analysis will follow these steps: 

· Conduct Research 

· Sources for Competitive Information 

· Analyze Competitive Information 

· Determine Your Own Competitive Position

Conduct Research 

Professional marketing research, such as focus groups and questionnaires, can provide you with valuable information about your competition. While a marketing research firm can save you time and legwork, it can be quite expensive and simply not a possibility for new and growing businesses. Much of the information you need in order to profile your competitors is readily available to all business owners. As your business grows and expands, you should consider supplementing your own research efforts with some formal research conducted for you by an outside firm. Before you begin seeking out the sources listed below, keep in mind that you need to obtain answers to the following questions: 

· Who are my top three competitors? 

· On what basis am I able to compete? 

· What is the range of products and services they offer? 

· Are their products or services aimed at satisfying similar target markets? 

· Are my competitors profitable? 

· Are they expanding? Scaling down? 

· How long have they been in business? 

· What are their positive attributes in the eyes of customers? 

· What are their negative attributes in the eyes of customers? 

· How do current customers view us compared to the competition? 

· How can I distinguish my company from my competitors? 

· Do they have a competitive advantage; if so, what is it? 

· What is their marketing strategy? 

· What is their promotional strategy? 

· What are their pricing structures? 

· Do they operate in the same geographic area? 

· Have there been any changes in their targeted market segments? 

· What is their size? Revenues? 

· What is their percentage of market share? 

· What is their total sales volume? 

· What is their growth rate? 

· How do they rate on: 

· customer service? 

· quality of product/service? 

· hours of operations? 

· pricing, incentives? 

· employees? 

· resources?

· How do current customers rate the following features of your business compared to your competition. 

Rate the following as: fair, good or excellent. 

Our Company Competition

___________ Price 

___________ Quality 

___________ Durability 

___________ Image/style 

___________ Value 

___________ Name Recognition 

___________ Customer Service 

___________ Customer Relations 

___________ Location 

___________ Convenience 

___________ Other

Sources for Obtaining Competitive Information 

Secondary sources of information are recommended as an excellent starting point for developing a competitive and industry analysis. Secondary sources include information developed for a specific purpose but subsequently made available for public access and thus alternative uses. For example, books are secondary sources of information as are articles published in journals. Marketing reports offered for sale to the general public also are considered secondary sources. Although, they have been created for a purpose other than your current need, they are still excellent sources of information and data. With the ever increasing speed of document identification and retrieval through electronic means, secondary sources are not only an inexpensive source of information but are readily available soon after publication. Sources of information include: 

· Advertising 

Not only will an advertising copy tell you a competitor's price and other product information, it provides an indication of your competitor's entire promotional program and budget. When reading a competitor's advertisement be sure to note the following: publication, frequency, special offers, product features and benefits highlighted. If your competitor suddenly places an advertisement in an industry publication that neither of you are currently selling to, it's an indication that they're trying to reach a new market segment. It's also important to notice the design and tone of your competitor's advertisements. What kind of image do they convey? How does your own image compare? Are their advertisements in color while your own are black-and-white? Even if they're not, a clever advertising campaign can communicate that your competitor is an innovative, fresh company. 

· Sales Brochures 

Sales brochures provide a wealth of product information. You can learn how your competitor is positioning their product and company and what features and benefits they're using to sell their product. Try to obtain all new sales brochures and literature your competitor publishes. Significant changes in the content will indicate that new strategies are being employed. 
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