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Preface
Companies operating in today’s unpredictable roller-coaster economy have increasingly turned to
COMPETITIVE INTELLIGENCE (CI) as an effective means of building and maintaining an edge.
Competitive Intelligence is critical for making smarter business decisions and reducing risks when
formulating strategies, leading to more profits and fewer mistakes. Businesses would benefit by
changing their perspective towards Competitive Intelligence from being an item of expenditure to that
of an investment which gives immediate value.
Indian industry, in its march towards true globalization, has clearly understood the significance of
being competitive. The need for getting trained in the basic techniques of CI would now emerge as a
necessity as India reinforces its efforts to become a great power, challenging the global competitors.
“Tomorrow when India will be ready to lead the world, it will need the right infrastructure and
platforms to address, connect, showcase and greet the world”.
CI is the identification of strategically important corporate intelligence needs and the process of
resolving those needs through ethical information – gathering, analysis and the presentation of such
analysis to clients (internal or external). In complex environments, successful firms do not simply find
a success formula or a set of competencies and bank/capitalize on them. Successful firms are dynamic
and often non-linear. Successful firms, in such environments, are those that can continually discover
competitive opportunities. It is the stream of competitive opportunities that allow an organization to
continually renew itself in harmony with the competitive environment. Simply put, successful firms
differentiate themselves from other firms by being continually different. Competitive Intelligence is
the critical driver of information that will allow a firm to adapt preemptively to the future environment.
The need to turn competitor information into actionable intelligence has never been greater. CI
professionals are pledged to providing their companies with the instruments needed to stay fast,
focused and flexible in the pursuit and maintenance of competitive advantage. Competitive
Intelligence has a broad scope that it can use information related to almost any product or activity or
information on recent industry trends or issues or about geo-political indications. With effective use of
CI, firms can outwit, outmanoeuvre and outperform current, emerging and potential competitors.
Welcome to this book as a contribution to the growing body of work focused on the convergence
of new technologies, new human possibilities and new organizational forms and processes.
Competitive Intelligence does not just mean a trip to the local store to see the competitor’s
finished products – it means gathering business information to gain an advantage in a legal and ethical
manner.
This book provides a unique opportunity to gauge where the field of CI stands today and to learn
how you might benefit from many of its current successful programs and professional practices. This
book teaches what CI is, why a company needs to have a successful intelligence program, where to
place an intelligence program, completely explains the ins and outs of CI, and why your company will
act faster and more aggressively with CI and what sources to use and not to use for intelligence
gathering. Technology, Analysis and Security issues are also identified and explored. CI is a
management tool that results in numerous benefits. If you are a Senior level Executive or operate a
business and you are not tapping the power of CI to improve your decision making – you are missing
a potent advantage.
In business, as in war, politics or games, you cannot operate effectively unless you know what
others are doing. Many businesses are inward looking. It is the process of looking outwards which is

discussed in this book. It shows how to gain a total understanding of the market in which a company
operates and the competitors therein. This is much more than a question of gathering facts and figures.
It involves understanding the strategy and motivations of competitors and customers, assessing the
factors that make a market, what it is today and how these are likely to develop in the future. In
business, unlike in games, the rules change all the time. These changes are not formally announced,
you have to find out about them for yourself. This book shows you how. To give a true picture of the
real world, we don’t need numbers, instead opinions and prejudices, motivation and emotion, conflict
and change, are required to be understood.
For students and those just entering the field, there are examples of how CI practitioners go about
their work and educational advice on how best to learn the trade. For experienced CI practitioners looking
for new and better ways to do their jobs more proficiently, there are examples of how others have handled
many of the problems we all face from time to time. And for those either managing a CI program or about
to start one, there is sage advice on how to approach the task as well as run it successfully.
Among the “lessons learned” from successful CI efforts is the organized and systematic approach
taken by both CI program managers and practitioners alike – the professional application of what has
been traditionally called the Intelligence cycle, i.e., needs identification, secondary and primary
research, intelligence analysis and production and the dissemination or delivery of the finished
intelligence products to the ultimate users responsible for taking appropriate actions. With differing
sources, methods and delivery styles, the CI professional focus their total effort and intellect on
meeting the expressed need of their client – otherwise the whole effort would be useless. Unless you
are able to understand it and use it, it is not intelligence, just more information.
Another very useful “lesson learned” is that contemporary user’s needs for more timely
and authentic CI has shifted research emphasis to human sources and primary research.
Secondary sources still contribute value and utility, but this shift is causing the CI profession to
enhance its primary research and interpersonal skills. This trend also highlights another very
important facet of CI research, i.e., the need to access and process the constantly growing
volume of secondary source intelligence information more proficiently, which in turn will
require both better Information Technology and the professional skills necessary to use such
advanced IT.
Do you want to outsmart others? Do you like to stay different from others? Do you want to
stand out from the pack? Do you want to get out of the rat race? Do you want to achieve
success through right rules and strategies?
If yes, then here is a book, equipping you with secrets and strategies to face several
challenges and succeed in this complex and competitive world. After reading this book, you
will not brood over problems; rather you will look at the solutions. It guides and grooves you in
the right slot as a successful leader.
We have always considered books to be a great source of learning and enjoyment. This book is a
true learning experience, particularly for those professionally interested in the world of Competitive
Intelligence and its research and analysis work. It has much to offer to both those new to the CI field
and the old professional who wants to learn new things about this profession.
Enjoy and Learn!

Amit Johri
Akshai Aggarwal
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Book Objectives and Learning Outcomes
This is a book about the management of CI. This book should enhance any organization’s ability
to utilize CI, and more importantly to compete in an increasingly competitive global marketplace.
There are generally no happy surprises in today’s marketplace. Management failures are
frequently associated with the inability to anticipate rapid changes in markets, respond to new and
proliferating competition, or re-orient technologies and the strategic direction of their business toward
changing customer needs and new industry standards. A good analogy is to consider the Titanic’s
senior decision makers. Senior crew members could have benefitted from early warnings about the
location, shape and size of the iceberg that claimed their ship and most of their lives.
Surprisingly, many of today’s supposedly well-educated business decision makers choose to
ignore competitor and market intelligence warnings. Perhaps, this intelligence is flawed or their
assessment of this intelligence is ineffective. These decision makers are the Titanic’s business
equivalents, and will take themselves and their passengers down with their ships.
CI origins date back to Confucius in China and Moses in the West. Intelligence and
Competitiveness have a long association in warfare, and is gaining importance in business.
CI often rings up images of James Bond types using an array of sophisticated gadgets to
eavesdrop on the business competition.
AT & T, Coca Cola, Eastman Kodak, Ford, GE, Hewlett Packard, IBM, Intel, Kelloggs, 3M,
Merck, Microsoft, Motorola, Proctor & Gamble, Royal Dutch Shell and Xerox are among the best
performers of CI.
High stake industries – aerospace, biotechnology, chemicals, computer and information services,
pharmaceuticals and telecommunications use CI extensively.
Although CI can clearly be a substantial benefit to firms in these industries, it can be used with
equivalent value in less “sexy” industries such as consumer products, electric or gas utilities, financial
services, manufacturing and basic resources.
Organizations and organizational units increasingly employ CI to support decision making,
management and to build and sustain competitive advantage. As the formal practice of CI has grown
in adoption and sophistication, information professionals are often charged with intelligence-related
responsibilities.
Some important areas to be covered in this book include:
●
●
●
●
●
●
●
●
●
●

Competitive Intelligence Models
Functions and Practice
The role of information professionals in CI and the management of CI
Intelligence legal and ethical considerations
Identifying intelligence needs
Intelligence project management
Research methods
Analysis, production and dissemination
The use of intelligence
Intelligence sources and tools

●
●
●

●

●
●

Managing the intelligence function and the evolution of CI
Demonstrate knowledge of print and electronic information retrieval procedures
Analysis, Synthesis and Communication of information and knowledge in a variety of
formats.
Recognize existing and potential problems in a workplace and devise strategies to resolve
them
Demonstrate leadership abilities
Analyze information problems and develop solutions, drawing from a wide range of
information technology tools and practices.

In achieving these objectives, readers will:
●
●

●

●
●

●
●

●

●

Become conversant in CI, strategic and corporate/organization terms and concepts.
Develop more in-depth knowledge of and anticipate issues impacting organizational
effectiveness and competitiveness.
Develop an awareness of issues and trends in the field of CI, including research, analysis and
process management.
Know how to take advantage of opportunities for information professionals in the field of CI.
Know the range of CI tools and services; as well as how to evaluate, select and use them
effectively.
Gain familiarity with CI-related projects and deliverables.
Identify and employ professional tools, news and resources to gain awareness and build
upon skills.
Learn how to protect an organization’s competitive and knowledge assets from internal and
external threats.
Elevate problem solving through targeted analysis.

The Body of Knowledge (BOK) for CI
The purpose of the CI BOK is to create a “compendium of current and leading-edge
competencies drawn on by CI professionals and their organizations”. Competencies in this BOK are
defined as:
●
●

“Clusters of skills, abilities and behaviors required for successful performance in the job”.
“Competencies that set CI apart from related professional disciplines”.

Dr. John Prescott, University of Pittsburg, Chair of the BOK Task Force mentioned four principal
applications for the BOK in CI products and programs.

1. Competitive Intelligence Careers
The BOK should serve as the foundation for designing job descriptions, interviewing guides,
career paths, etc.
2. Certification and Training
The BOK should serve as the foundation for designing a certification program and CI training
programs.
3. Academic Curriculum
The BOK should assist Colleges and Universities in developing academic curriculum.
4. SCIP Publications
The BOK should provide a framework for developing articles for CIM, JCIM, SCIP Online, etc.
The SCIP BOK initiative was initiated in December 2007 under the leadership of Prof. John
Prescott. A team of volunteers went through a solid, iterative process to define and verify the BOK for
CI professionals.
All in all, the BOK consists of 81 competencies categorized in 7 competence domains.
The CI BOK defines 7 knowledge areas, which group together related set of tasks and techniques.
Each of these tasks and techniques describe the typical knowledge, skills, processes and deliverables
that the CI professional is required to be able to perform those tasks competently.

Managing the CI Function
1. Design and Manage the CI function

3. Promote and
Incorporate
CI throughout
the
Organization

2. Implement
Needs
Assessment
and Manage
Client
Relationships

Implementing CI Tasks
4. Manage CI Projects

6. Conduct
Intelligence
Analysis
and Delivery
Processes

Evolutionary CI Competency Domains
7. Advance the evolution of the CI function,
CI skill sets and the CI profession

Figure: SCIP BOK Competencies – 7 Domains

5. Conduct
Intelligence
Collection and
Manage
Information
Resources

SCIP BOK Competencies: 7 Domains
●

Domain 1: Design and Manage the CI Function
Designing, implementing and enhancing a CI function within an organization

●

Domain 2: Implement Needs Assessment and Manage Client Relationships
Conducting client need assessment as well as developing, maintaining and enhancing
credibility and trust-based working relationships, CI clients and stakeholders associated with
CI activities

●

Domain 3: Promote and Incorporate CI throughout the Organisation
Describing, promoting, implementing and institutionalizing the role, value and limitations of
CI and the Intelligence profession

●

Domain 4: Manage CI Projects
Initiating, planning, implementing, monitoring and evaluating CI projects of various types
and scope ranging from ad-hoc to ongoing and strategic to tactical

●

Domain 5: Conduct Intelligence Collection and Manage Information Resources
Expertise in the collection, application, compilation and management of information
resources and associated technologies conducted in an ethical and lawful manner

●

Domain 6: Conduct Intelligence Analysis and Delivery Processes
Manipulation of data to produce actionable intelligence and its delivery to CI clients at all
levels of the organization

●

Domain 7: Advance the Evolution of the CI Function, CI Skill Sets and the CI
Profession
Developing thought leadership, new CI-related skills and knowledge and how emerging
business trends impact the evolution of the CI profession and discipline

Teaching Competitive Intelligence
CI is a practical subject. Identifying competitors and assessing strategies are also practical
subjects. It is solution to obstacles which practitioners face on a daily basis which is needed. The
philosophical and intellectual thinking behind CI is one of the attainment of intelligence based
competitive advantage, risk reduction in decision-making and the achievement of organisational
learning.
It is hard to see why a firm would not want to engage with such a process, but implementing this
across the totality of a firm, recognizing the different organisational settings, and countries, in which
CI is undertaken is a key challenge for researchers and practitioners alike.
The question of how to teach Competitive Intelligence continues to be the source of much
discussion. Indeed, how to transfer knowledge of such across-the-board “discipline” needs as much
technical know-how as individual experience or intuition.
What type of “knowledge” skills are covered by CI?
CI, in fact, is an educational discipline. “The very purpose of CI, that is to say information, places
us in the sphere of social sciences”; it is a subject at the crossroads of several branches of academic
study, as it refers to all areas of management.
It uses and applies the knowledge of marketing, finance, law, logistics, IT, HR, etc.
The inter-disciplinary nature of this subject can be found in the diversity of educational
backgrounds and experiences of people working in it.
They operate within a sphere of inter-disciplinary competencies.
The type of “knowledge” and “know-how” that may be organized as part of a CI approach falls
into four competency domains:
— Technical skills related to various competency fields (economics, marketing, etc.)
— Methodology skills (information cycle, team working, etc.)
— Good command of certain tools (collecting, processing, disseminating, etc.)
— HR Management (inside the group or networks)
Competitive Intelligence is the process by which individuals working in a business setting,
analyze information which it has obtained legally about its competitors, customers, environments, and
markets, to enable it to anticipate changes in its industry and assist in making the correct strategic
decisions. CI practitioners are often responsible for the strategic intelligence tasks inherent in their
organisation’s market positioning, including the protection of assets, capabilities, and intellectual
resources from rival’s intent on defeating them on economic “battlegrounds”.
Competitive Intelligence uses public sources to find and develop information on competition,
competitors, and the market environment. Properly developed, CI can provide information to decisionmakers that can tell them how competitive their firm is, how well it is performing in evolving
competitive markets, what competitive moves may occur, and related matters. CI is done through
industry and market analysis, which means understanding the players in an industry or related subfields; competitive analysis, which means understanding the strengths and weaknesses of competitors;
and benchmarking, which is the analysis of individual business processes of competitors. It is a
systematic programme of gathering and analyzing information about key stakeholders, including
customers, competitors, legislators, opinion leaders, and suppliers in order to find new opportunities
and stay competitive.

The successful practice of CI relies heavily on application of the latest in communication
technology techniques, with the Internet, as well as social media such as Facebook, Twitter, LinkedIn,
Smart Phones, and wikis among others being extensively utilized by intelligence practitioners in
support of their organization’s decision-makers. It is suggested that this has been the biggest change to
practice in the field in recent years as collaboration, information technology (IT)/information systems
(IS), networks, and 24 × 7 data flows must all be primed and managed. Much of this development has
occurred in practice, but little of it has yet been observed and published about in the learning, teaching,
and instructional sides of the field.
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Shaping Business Strategy
through Competitive Intelligence

Learning Objectives
After reading this unit, you will be able to:
● Introduce yourself to Competitive Intelligence.
● Know what in the modern business context, “the enemy” is- COMPETITION – Who or
What exactly is Competition?
● Explain what Competitive Intelligence can do for your Company.
● Describe that Competitive Intelligence is not a function; but a process.
● Learn why Competitive Intelligence is now more important than ever.
● Understand the nuts and bolts of CI- the Intelligence Cycle.
● Know where to put your CI unit?
● Describe the future of Competitive Intelligence.
● Learn who is doing CI and how do leading firms conduct intelligence.
● Learn how to create the intelligent firm.
● Acquaint yourself with the thorough understanding and definitions of CI.
● Describe the CI process.
● Explain what the Critical Success Factors (CSFs) are, their definition, types, key sources and
examples.
● Describe Enterprise Intelligence, Creating the Intelligent and Alert Organisation- Business
Intelligence, Competitive Intelligence, Organisational Intelligence explained together with
top management requirements.
● Explain the four new fundamentals and statements that form the CI solution.
● Learn Competing for Business in the 21st century and best practices for managing CI.
● Understand the distinction between Competitive Intelligence and Competitor Intelligence.
● Describe the Competitor Landscape: Direct, Indirect and Substitute Competitors.
● Know how industry forces influence profitability.
● In “Business @ the Speed of Thought: Using a Digital Nervous System”, Bill Gates wrote:
“The most meaningful way to differentiate your company from your competition, the best
way to put distance between you and the crowd, is to do an outstanding job with information.
How you gather, manage and use information will determine whether you win or lose.”
Understand What and Why of CI in this context.
● Explain the CI framework, CI process, tools and techniques.
● Describe the Five Factor model for CI success.
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1.13 Why it’s Better as a Process?
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1.18 Competitive Intelligence Defined
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1.22 Four New Fundamentals
1.23 Competing for Business
1.24 Competitive Intelligence vs. Competitor Intelligence
1.25 The Competitor Landscape: Direct, Indirect and Substitute Competitors
1.26 Why Do So Many Companies Fail at Competitive Intelligence?
1.27 The Five Factor Model for CI Success
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1.29 Assignment
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1.31 Case – Artos Industries Ltd.
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1.1 COMPETITIVE INTELLIGENCE INTRODUCTION
The 1990s had brought forth various concepts and processes to make companies more
competitive, for example, downsizing, business process re-engineering, customer focused (or driven)
organisation, total quality management, ISO 9000, flatter organisations and virtual companies.
Although each one of these initiatives was an effort to make the organisation more competitive, it
must be borne in mind that competition is a constantly changing process. What is thus more important
for an organisation is to be able to manage change by identifying and responding to change. This of
course requires intelligence.
Given this changing scene, Competitive Intelligence is an activity of increasing importance.
Whether the need is for knowledge of an industry, a market, a product or a competitor, reliable local
and global information is imperative for success. However, it must be pointed out that data and
information, as found in newspaper article, an annual report, or something out of a database, do not
qualify as intelligence until they have been processed by a human mind that knows which questions
need to be answered.
All organisations, regardless of their size, require CI in order to survive. In the business world,
knowledge is power. The ways in which institutions manage the internal and external knowledge they
have about themselves and their rivals, and how they convert that knowledge into responsiveness and
action in terms of their strategic plan and its tactical execution, are indicative of why institutions
eventually fail or succeed. Those who succeed are the ones who understand their potential customers,
partners, the competitor organisation’s structure, culture, behavior, capabilities and weaknesses, as
well as the changing market structures, emerging technology initiatives, global economic conditions,
competitive activities, customer or supplier activities, and the regulatory and political climate of the
business environment.
The reasons why businesses need CI now more than ever are multiple:
● The pace of daily business is increasing rapidly, as can be seen in the extensive use of fax
machines, email and overnight delivery services over the traditional mailing services.
Suddenly, project that took weeks must be accomplished in days.
● There is an information overload, causing business executives to have to wade through
excessive amounts of articles, emails and journals in order to obtain that which they require
for business decisions. Information in itself is not power, but the analysis and filtering there
of is. ‘The only thing worse than having too little information is having too much
information’.
● The world is faced with a global economy, as companies no longer think in terms of political
borders. For instance, improved telecommunication technology has enabled financial firms
to locate anywhere in the world, global banking to become common place, and distance and
telematic learning to proliferate. This, in turn, leads to increased global competition from
new competitors, which CI can help identify.
● Existing competition in the business field has also become more aggressive, increasing
market share at the expense of their competitors. For instance, many businesses, in the fight
for customers, will sacrifice profits for market share. CI can help forecast competitor’s
action, thus allowing the business to become proactive.
● Political changes, like never before in history, affect business quickly and forcefully. For
example, the crumbling of the Berlin Wall and unbanning of the ANC created new players
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●

and new markets overnight. CI can keep one informed of such political changes that affect
one’s business.
Rapid technological change, especially in the computer industry, is dramatically changing
the face of business. These technological breakthroughs can mean new opportunities.
Keeping track, therefore, of technological changes in one’s own industry and other
industries is vital forever.

In addition to these reasons, CI also becomes important when the organisation faces any of the
following threats:
● Competition increases from institutions and organisations outside the industry’s traditional
technological and regulatory boundaries.
● Competition increases, both actual and potential, from institutions based outside the home
country.
● Clients become increasingly sophisticated and knowledgeable, demanding more and openly
comparing services and sources.
● Changes occur continuously in the nature and variety of services to continue competing.
From the current situation it is rather obvious that institutions indeed experience these threats and
are in need of CI.
CI, is the tool enabling companies to perceive their threats and provide ways of obtaining the
necessary information in order to counteract them.
The bottomline benefits of CI are improved market and environmental knowledge, improved
cross-functional relationships in the organisation, greater confidence in making strategic plans, and
improvements in product and service quality versus the competition. The value of CI can also be
defined in terms of the areas of the organisation that can best benefit from it. It has immense value for
human resources, finance, production, research and development, the development of new strategies
and marketing.
The substance of the future is largely shaped by today’s decisions based on relevant information.
However, we are not living in the age of information anymore, but in the age of intelligence.

Why engage in Intelligence?
‘Every morning, a gazelle awakens in Africa.
She knows she will have to run faster than the fastest lion that day
Or she will die.
Every morning, the lion awakens
He knows he will have to catch the slowest gazelle.
Or he will die of hunger.
It does not matter if you are the gazelle or the lion
When the Sun rises, you should start running’.
(Muhammad ibn Raschid Al Maktum)
A company’s environment is no longer what it used to be. It is deeply affected by a much higher
flow of information and a fast pace of technological change. Also the pressure to innovate and to
innovate fast is higher than ever before.
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Increasing globalization of markets makes monitoring and analysis of the competitive landscape
more important than just a few years ago. No company, regardless of size, can afford not be informed
about its market environment, competitor’s products, prices, sales channels and communication
activities. Doing business without systematic use of intelligence amounts to threatening a company’s
competitiveness or even existence in the long run. Out of the Fortune 500 companies of the 80’s less
than 30% have survived until today. Can you imagine Google or Apple not existing anymore?
Competitive pressure is on the rise and generally considered to be very high. A focus on
respective industries shows that competitive pressure is increasing considerably. The main reasons
behind this phenomenon are new market entrants, technological progress, and increasing globalization.
This makes a detailed analysis of the most important competitors and a comparison against the
company’s own situation indispensable. It is the only mean by which companies can correctly identify
potential competitive advantages and disadvantages.
Governments are also getting more involved in business affairs these days than ever before. They
are also showing clear signs of protectionism and preferential treatment towards state-owned
companies.
The reaction of competitors to a company’s strategies and the recognition of early warning signs
in the market need to be incorporated into an evolving corporate strategy. Without actual (market)
information, product development, product adjustments, market developments are based on mere
assumptions and is similar to driving a car in fog.
Intelligence is therefore of utmost strategic importance for every company.
There are a multitude of challenges that must be dealt with adequately and continuously.
Globalization
New Life
Styles

New
Technologies
New Market
Participants

Speed of
Change
Shareholder
Value
Cost
Pressure

Social
Changes

Figure 1.1: Megatrends and other challenges of risks and chances are arising at the horizon

Moving from ad hoc Mode Towards a Systematic Approach
Many companies examine their market and competition reactively or passively e.g., a small team
of employees will gather information such as financial data, market data and product descriptions for
an ad hoc study – often related to a board meeting. However, insights gained from such exercise only
serves a short – term tactical benefit. Most companies fail to engage in a strategic and long – term
approach to intelligence.
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To be aware of the competitive environment and, more specifically, of competitor’s plans,
product offers, and competencies, is of primordial strategic importance for any company. A systematic
and relentless approach to intelligence allows companies to protect and even increase their market
share vis-a-vis competitors.
A deeper knowledge and understanding of the market and of the competition secures a
company’s competitive advantage and constitutes an important basis of entrepreneurial success.
Being aware of these competitive threats i.e., whether they are long term/short term or
organic/disruptive etc. is crucial for a company’s success. The following matrix illustrates some samples.
Table 1.1: Real Threats from Competition–examples

Long-term

Time Horizon

Short-term

Customer Base Erosion

Product Innovation

● Marks & Spencer General Retail

● Agfa Gevaert Still photography

● Triumph Motorcycles

● Royal Mail Mail Service

● Eddie Bauer Mail Order

● Palm hand-held devices

Marketing Mix

Competitive Takeover

● Opal Passenger Vehicles

● Mannesmann mobile telecom

● EON UK Electricity Retail

● Compaq Computers

● CREST tooth paste

● TWA airline

Organic

Type of Threat

Disruptive

Intelligence helps companies to:
● Anticipate changes in the economy and their specific industry.
● Anticipate competitor’s activities.
● Enter new markets.
● Discover new or potential customers
● Generate new knowledge about the latest technologies, products and processes.
● Generate new knowledge about the political, legal or societal changes which may influence
the company.
● Identify potential acquisition targets.
● Learn from the successes and failures of others.
● Realistically assess or benchmark company’s own strengths and weaknesses.
● Systematically discover new markets and product niches.

Even the German Gods Engaged in Intelligence
German God Odin had two agents called Hugin (Thought) and Munin (Memory). Disguised as
ravens, they both flew out into the world each day to gather information for Odin. Nothing could hide
from their discerning gaze, and when they returned to Odin, they would land on his shoulder and
whisper their thoughts and memories into his ear.
Intelligence is a systematic management method that includes the following activities or elements:
● Gather and Analyze data and information from internal and external sources.
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●

●
●

Analyze, Process and Document strategically relevant information into reports and
intelligence which constitute ready-for-action decision aids for management.
A structured evolving process.
Sharing the newly acquired insights with requisite decision makers (an important component
of management’s decision-making process).

Approach to study and monitor the competitors and market environment in a continuous,
systematic and a thorough manner whilst transforming this information into useful decision support to
achieve strategic competitive advantage.

Tactical/Strategic Intelligence Instruments and Methods
‘If you know yourself and you know your enemy, you will win each battle.
If you know yourself but not your enemy, you will lose one battle for each battle you win.
But if you know neither yourself nor your enemy, you are a fool and you will lose every battle.’
(Sun Tzu, The Art of War)
Intelligence deals with a long-term strategic method as well as a short-term tactical instrument.
Ideally, Intelligence should deal with both.
The Strategic Component is oriented towards the long-run and the future. It is about
anticipating future goals of competitors, as well as their current strategy, their assumptions about your
company and the market as a whole. It is about foreseeing market developments and competitor’s
responses to your own strategy. All this must adequately take into account long-term developments
that are not covered in the current business activities.
The Tactical Component is less oriented towards the future. It mainly deals with concrete
information about the present. This makes the tactical component of intelligence an important
ingredient for everyday operations of a company.
Issues covered

Research Methods
Analysis Methods
Internal Customers/Target group
Applications and Uses

Tactical
Day-to-day: price changes, sales
force deployment, tweaks to
market messaging

Strategic
Long term: industry trends, M & A, in-depth
competitor assessments

Focused on field intelligence,
customer insights
Win-loss,
SWOT,
product
comparisons
Sales teams, customer support,
pricing
Win business today

Multiple sources such as field sales, industry
journals, consultants etc.
5 Forces, Value Chain, Ansoff product
matrix
Top management, Marketing strategy,
business development
Plan for long term

The Value
Intelligence is of strategic importance for every company. In addition, by providing relevant past,
present and future information of the competitive landscape, intelligence serves not only strategic’ but,
also operational and tactical decision-making and helps to identify emerging opportunities and risks
early on. In practice, Intelligence and reaching the related goals and targets give companies a diverse
range of benefits.
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Decision Support
Starting from the acquired information, Intelligence supports the companies to develop a
strategic direction, for example, regarding market development and marketing plan.

Simulation of New Developments
The effect of planned measures for adapting products and strategies vis-a-vis different market
situation can be simulated and tested in advance.

Monitoring Achievements
Intelligence allows managers to monitor the success of the measures they take in the various
strategic and operational units of the company. Managers might ask themselves:
● Are we achieving the desired strategic positioning?
● Did we also achieve qualitative goals in addition to business goals?
● How does our success with customers measure compared to that of the competitors?
● How do our marketing measures differ from those of our competitors?
● Do new product features lead to a desired positioning for our products?
Questions like these allow management to go beyond mere financial control to a more strategic
and pro-active leadership role.
Intelligence adds value in the following ways:

Time and Speed
A further advantage of undertaking intelligence in a professional manner is time/speed.
Intelligence allows companies to stay abreast of a broad spectrum of ongoing changes in the market.
This allows management to act quickly in developing strategic options. This type of competitive
response is especially important when there are changes in the law affecting the business or gamechanging moves of key competitors such as an aggressive advertising campaign, radical price rebates
or a revolutionary sales strategy. Intelligence thus acts as an early warning system, which increases
management’s flexibility.

Maximize Opportunities – Increase deals, Turnover and Profit
Intelligence serves to maximize opportunities for further market growth by identifying new sales
channels, business opportunities and profit centres. Some companies achieve higher hit rates than
competitors in invitations to bid and pitches. Detailed coverage and constant monitoring of the
competitive landscape and market environment make new markets and market opportunities visible,
which may lead to increase in turnover and profit.

Minimize Risks and Save Costs
Intelligence allows companies to detect pending threats to their current business resulting from
such things as regulatory and legal frameworks, changes in technology, changes in customer needs
and so on, and to take effective counter measures. Intelligence allows companies to save time and
money, for example, in preventing technical faults in product design, in designing marketing
campaigns and in extending capacity. Benchmarking different divisions within the company, vis-a-vis
competitors or companies from other industries enable cost reductions.
Which strategic risks are we facing?

Shaping Business Strategy through Competitive Intelligence
●

Could there be market erosion?

●

Are consumer behaviors/consumer preferences changing to our disadvantage?

●

Will the pressure for lower margins in our industry rise?

●

Are new technologies on our radar?

●

Will the market continue to stagnate?

●

Are there new players in our market in the emerging economies (China, India)?
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Recognizing Disruptive Elements
Disruptive Elements are new market participants, products/services or events, which have the
potential to change the entire industry. An example within the telecommunications industry would be
Apple, that not only introduced a new mobile device to the market but also their own closed
‘ecosystem’ which shuts out telecommunication providers. Or think of natural disasters like the
tsunami in Japan. These developments can only be adequately recognized by regularly and broadly
monitoring market signals, which are otherwise too weak to get picked up.

Identifying Blind Spots
Recognizing the company’s own ‘blindspots’ which have crept up during years of industry
experience is another added value of intelligence.

Preventing Bad Investments
Analyzing a main competitor’s online banking services and monitoring the customer approval
rates over time leads one company to reduce their own activities in this arena and only offer a minimal
version to customers. In retrospect, this allowed the company to prevent a huge investment, which
would have gone waste.

Highlighting Liquidity Problems
An employee of an international industrial company discovers during small talk at a
symposium that an important customer is in serious financial trouble. Though this does not affect
her directly, she wrote a short report that is fed into her company’s intelligence database. Within
minutes, the respective account managers and decision makers are alerted about this new
development by email, which allows them to take the necessary steps. In this case, the customer’s
payment terms were changed.
Below, find a checklist to assess if you or your own company is sufficiently informed on your
competitors and market (or is there room for improvement)?
Checklist: Information on competitors and your market
How do you compare to the competition?
Evaluate the extent of your information about your industry
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Questions
Yes
1.

Do you know your industry’s megatrends?

2.

Do you draw new ideas for strategy from them?

3.

Do you know all potential competitors?

4.

Do you know your competitor’s products/services?

5.

Do you know your key competitors well enough to be able to
anticipate their future strategy?

6.

Are you aware what sales pitch your competitor is using?

7.

Are you aware of your product’s advantages over competitor products
from a customer perspective?

8.

Are you aware of your product’s disadvantages compared to
competitor products from a customer perspective?

9.

Do you know the future developments of your industry? The
opportunities and risks.

10.

Would you be prepared if the competition were to lower their prices
aggressively?

11.

Have you taken measures to prevent key employees from being wooed
away by competitors?

12.

Do you know the prices and product policies of your main
competitors?

13.

Do you know what patents your competitors have applied for in the
last six months?

14.

Are you aware of the financial clout of your competitors? Are you
aware of their ownership structure?

15.

Do you know the customer structure of your competitors?

16.

Do you know the suppliers of your main competitor?

17.

Are you familiar with your competitor’s marketing activities?

18.

Are you aware of your international competition?

19.

Do you know which factors are set to strongly influence your
industry?

20.

Do you know which planned or announced legal or regulatory changes
directly affect your division?

No

Is the number of ‘No’ responses discomforting?
In that case, you should definitely continue reading. And even if you know most of it already,
you should keep reading nonetheless-one can never know too much.
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1.2 BUSINESS STRATEGY FOR COMPETITIVE ADVANTAGE
Running a company today is similar to leading an Army; the top manager or leader ensures all
participants are heading in the right direction and completing their goals and objectives. Companies
lacking leadership quickly implode as employees head in different directions attempting to achieve
conflicting goals. To combat these challenges, leaders communicate and execute business strategies.
A business strategy is a leadership plan that achieves a specific set of goals or objectives such as:
●

Developing new products or services.

●

Entering new markets

●

Increasing customer loyalty

●

Attracting new customers

●

Increasing sales

●

Decreasing costs

Good leaders also anticipate unexpected misfortunes, from strikes and economic recessions to
natural disasters. Their business strategies build in buffers or slack, allowing the company the ability
to ride out any storm and defend against competitive or environmental threats. Of course, updating
business strategies is a continuous undertaking as internal and external environments rapidly change.
Business strategies that match core company competencies to opportunities result in competitive
advantages, a key to success!
A competitive advantage is a feature of a product or service on which customers place a greater
value than they do on similar offerings from competitors. Competitive advantages are typically
temporary and Organisations must develop a strategy based on a new competitive advantage. The
various ways that companies adopt to duplicate competitive advantages include acquiring the new
technology, copying the business operations and hiring away key employees. The introduction of
Apple’s iPod and, iTunes, a brilliant merger of technology, business, and entertainment, offers an
excellent example.

Business Strategy Definition
●

“A course of action including the specification of resources required, to achieve a specific
objective”.

●

Strategy is the means for achieving the business objectives.

●

Plans used by a Company to gain competitive advantage over competitors in a market.

●

An advantage that a firm has over its competitors, allows it to generate greater sales or
margins and/or retain more customers than its competition.
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Business Strategy

External Alignment
Competitive
Position
Internal Alignment

Michael Porter

The match between the organisation’s
strategy, and its industry’s structure

Formulation

Integration

Implementation

Industry
Structure

Relative
Position
with in
industry

–Overall
rules of
competition

–Sources of
Competitive
advantage

Strategic
thinking must
encompass
both

Centers on the relationship between an
organisation’s internal aspects and its
strategy

Differentiation Higher Price

Competitive Advantage

Lower Cost

Figure 1.2: Business Strategy

Generic Strategy Options
Competitive Advantage
Competitive Scope
Broad Target
Narrow Target

Cost

Differentiation

Cost Leadership

Differentiation

Focus
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Successful business strategy requires awareness about the company’s external environment,
including its customers, competitors, industry structure, competitive forces, etc...

Strategic Analysis
The process of conducting research on the business environment with which an organisation
operates and on the organisation itself, in order to formulate strategy.
Why use it?
To take advantage of the path of least resistance to achieve your goal.
When to use it?
When you are planning to make a change in your organisation, and you need to determine the
best path to take.
Why?

What?

Who?

How?

When?

Where?

Figure 1.3: Strategic Analysis

Basic Tools for Strategic Analysis
●

SWOT Analysis

●

Industry Analysis

●

Driving Forces Analysis

●

Four Trajectories of Industry Change Analysis

●

BCG growth/Share Portfolio Matrix

●

GE Business Screen Matrix

●

Value Chain Analysis

●

Mckinsey 7S Analysis

●

Strategic Relationship Analysis

●

Critical Success Factors Analysis
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Strategic Planning
1. Identify mission and purpose
2. Identify goals
3. Identify Objectives – specific, measurable
4. Implement objectives to meet goals
5. Evaluate process

Strategic Planning Process

Where we want to be??
Objectives

Where are we now??
Situation analysis

How??
Strategy

Figure 1.4: Strategic Planning
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Objectives

Feedback

Environmental Scan:
External & Internal

Strategy
Alternatives

Strategy Formulation

Strategy
Choice

Structuring
Implementing
Strategy Implementation

Results

Goals/Objectives
The Strategic Planning
Process

Feedback

Environmental
Scan

CI : IP

Strategy
Alternatives

Strategy
Choice

Strategy
formulation

Structuring
Implementing

Products/Markets

Processes

Strategy
Implementation
Results

Figure 1.5: The Strategic Planning Process
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Scenario Planning
●
●
●
●

Addresses the weakness of strategic planning to see multiple futures.
Scenario Planning identifies multiple possibilities.
Think the unthinkable.
Discuss each scenario and plan accordingly.

Strategy Formulation
Strategy Formulation is a combination of three main processes which are as follows:
1. Performing a situation analysis, self-evaluation and competitor analysis: both internal and
external; both micro-environmental and macro-environmental.
2. Concurrent with this assessment, objectives are set. These objectives should be parallel to a
timeline; some are in the short-term and others on the long term. This involves crafting
vision statements, mission statements, overall corporate objectives, strategic business unit
objectives, and tactical objectives.
3. These objectives should, suggest a strategic plan. The plan provides the details of how to
achieve these objectives.

Strategy Formulation Process
Environmental Scan
External Environment
PEST: Macro Environment
● Political
● Economic
● Social
● Technology

Industry Structure:
Porter’s Five Forces Model
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Supplier Power
● Supplier Concentration
● Importance of volume to supplier
● Differentiation of inputs
● Impact of inputs on cost or

differentiation
● Switching costs of firms in the

industry
● Presence of substitute inputs
● Threat of forward integration
● Cost relative to total purchases

in industry
Barrier to Entry
● Absolute cost advantages
● Proprietary learning curve
● Access to input
● Government policy
● Economies of scale
● Capital requirements
● Brand identity
● Switching costs
● Access to distribution
● Expected retaliation
● Proprietary products

Degree of Rivalry
● Exit barriers
● Industry Concentration
● Fixed costs/Value added
● Industry growth
● Intermittent over capacity
● Product differences
● Switching costs
● Brand identity
● Diversity of rivals
● Corporate Stakes

Threat of Substitutes
● Switching costs
● Buyer inclination to substitute
● Price-Performance
● Trade-off of Substitutes

Buyer Power
● Bargaining Leverage
● Buyer Volume
● Buyer information
● Brand identity
● Price Sensitivity
● Threat of backward integration
● Product differentiation
● Buyer concentration vs.

Industry
● Substitutes available
● Buyer’s incentives

Strategy Implementation
●

●

●
●

Allocation and Management of sufficient resources (financial, personnel, operational support,
time, technology support)
Establishing a chain of command or some alternative structure (such as cross functional
teams).
Assigning responsibility of specific tasks or processes to specific individuals or groups.
It also involves managing the process. This includes monitoring results, comparing to
benchmarks and best practices, evaluating the effectiveness and efficiency of the process,
controlling the variances, and making adjustments to the process as necessary.
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When implementing specific programs, this involves acquiring the requisite resources,
developing the process, training, process testing, documentation, and integration with (and
/or conversion from) legacy processes.

Strategy Evaluation
●

●

Measuring the effectiveness of the Organisational strategy, it’s extremely important to
conduct a SWOT analysis to figure out the strengths, weaknesses, opportunities and threats
(both internal and external) of the entity in question.
Incorporate strategy, strategic options are evaluated against three key success criterias:
1. Suitability (would it work?)
2. Feasibility (can it be made to work?)
3. Acceptability (will they work it?)

Strategy Planning vs. Strategizing
Strategy Carried Out

Intended Strategy

Dropped Strategic
Actions

Emergent Strategic
Actions

Figure 1.6: Strategy Planning vs. Strategizing

Miles & Snow Strategy Types
Defenders
Prospectors
Analyzers
Reactors (?)

Competitive advantage results from a clear and direct match between the firm’s:
— Mission and Values
 The firm’s definition of itself
— Approach to business–level strategy
 New vs. Existing markets, first–mover advantage, cost vs. innovation
— Characteristics and behaviors
 Organisational structure, corporate culture, command/control systems
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Defenders
Perspective

Process

● Defend current markets

● Intensive, systematic strategic planning

● Narrow product domain

● Centralized control systems

● Cautious growth

● Leverage existing, proven technologies

● Emphasis on efficiency

● Performance based on efficiency

Prospectors
Perspective

Process

● Open to experimentation

● Strategy driven by innovation

● Exploration of new markets

● First–mover advantage

● Aware of external trends

● Decentralized control systems

● Open to growth spurts

● Performance based on results

● Emphasis on innovation

Analyzers
Perspective

Process

● Keenly aware of external trends

● Strategy driven by competitive intelligence,
analysis

● Balance between exploration and exploitation

● “Fast-second” strategic maneuvering

● Purposeful growth building on proven capabilities, ideas

● Performance based on results

What makes Shareholders Rich?
... Create New Wealth
— Vision looks beyond current boundaries
— Strategy as continuous process
— New perspectives, voices, conversations
— Change rule of game
— Experimentation, surprise

New Strategy Glossary – Fresh Perspective
●

●

●

●

Value Migration: Movement of growth and profit opportunities from one industry player to
another.
Co-evolution: by working with direct competition, customers, and suppliers, a company can
create new business, markets and industries.
White–Space opportunity: overlooked areas of growth possibilities that don’t exactly match
existing skills
Strategic Intent: Corporate goal or destiny that represents a stretch for the Organisation, a
point of view about the competitive position a company hopes to build over the coming
decade.
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KILLER STRATEGIES
Only a handful of big companies have made shareholders truly rich. Their secret: Break the rules!
Since 1986
Nike’s Phil Knight
has delivered a
47% annual return

1.3 THE FIVE COMPETITIVE FORCES THAT SHAPE STRATEGY
In essence, the job of the strategist is to understand and cope with competition. Often, however,
Managers define competition too narrowly, as if it occurred only among today’s direct competitors.
Yet competition for profits goes beyond established industry rivals to include four other competitive
forces as well: customers, suppliers, potential entrants and substitute products. The extended rivalry
that results from all five forces defines an industry’s structure and shapes the nature of competitive
interaction within an industry.
As different from one another, as industries might appear on the surface, the underlying drivers
of profitability are the same. The global auto industry, for instance, appears to have nothing in
common with the world wide market for art masterpieces or the heavily regulated health-care delivery
industry. But to understand industry competition and profitability in each of those three cases, one
must analyze the industry’s underlying structure in terms of the five forces.

Threat of New Entrants

Bargaining power
of Suppliers

Rivalry
Against Existing
Competitors

Bargaining power
of Buyers

Threat of Substitute
Products or Services

Figure 1.7: The Five Forces That Shape Industry Competition

If the forces are intense, as they are in such industries as airlines, textiles and hotels, almost no
company earns attractive returns on investment. If the forces are benign, as they are in industries such
as software, soft drinks and toiletries, many companies are profitable. Industry structure drives
competition and profitability, not whether an industry produces a product or service, is emerging or
mature, high tech or low tech, regulated or unregulated.
While a myriad of factors can affect industry profitability in the short run including the weather
and the business cycle-industry structure, manifested in the competitive forces, sets industry
profitability in the medium and long run.
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Differences in Industry Profitability
Understanding the competitive forces, and their underlying causes, reveals the roots of an
industry’s current profitability while providing a framework for anticipating and influencing
competition (and profitability) over time. A healthy industry structure should be as much a
competitive concern to strategists as their company’s own position. Understanding industry structure
is also essential to effective strategic positioning. Defending against the competitive forces and
shaping them in a company’s favor are crucial to strategy.

Forces That Shape Competition
The configuration of the five forces differs by industry. In the market for commercial aircraft,
fierce rivalry between dominant producers Airbus and Boeing and the bargaining power of the airlines
that place huge orders for aircraft are strong, while the threat of entry, the threat of substitutes, and the
power of suppliers are more benign. In the movie theater industry, the proliferation of substitute forms
of entertainment and the power of the movie producers and distributors who supply movies, the
critical input, are important.
The strongest competitive force or forces determine the profitability of an industry and become
the most important for strategy formulation. The most salient force, however, is not always obvious.
For example, even though rivalry is often fierce in commodity industries, it may not be the factor
limiting profitability. Low returns in the photographic film industry, for instance, are the result of a
superior substitute product — as Kodak and Fuji, the world’s leading producers of photographic film,
learned with the advent of digital photography. In such a situation, coping with the substitute product
becomes the number one strategic priority.
Industry structure grows out of a set of economic and technical characteristics that determine the
strength of each competitive force.
This tool was developed by Michael Porter for analysing a firm’s industry structure in strategic
processes. Wherefore, it provides room for ascertainment of market attractiveness by assessing total
effect of the five forces on a firm’s ability to make profit while relating with its customer.

Applying the Five Forces
Force
Bargaining power of Buyers







Bargaining power of Suppliers






Threat of Entrants






Threat of Substitutes




Factors for consideration
Concentration of customers
 Quantity of goods
purchased
Level of fixed cost in industry
Importance of product to

Size of customers
buyers
Switching cost
Ease of substituting product
Availability of substitutes
Switching cost
Ease of forward integration
Network among suppliers
Dearth of key resources
 Intellectual property
Economies of scale
 Control of channels
Customer loyalty
 Legislation
Initial investment level
 Switching cost
Level of customer relationship
Customer loyalty
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Extent of Competitive Rivalry






Switching cost
Price to performance ratio
Exit barriers
Level of differentiation
Growth rate of market
Similarity of strategy

Evolution of Industry Analysis
Five
Forces

Nine
Forces

 Porter’s

Five Forces

 Porter’s

Five Forces
+ PEST

Thirteen
Forces
 Porter’s

Five Forces
+
STEEPLED

Figure 1.8: Evolution of Industry Analysis

The Nine Forces
Political/
Legal
Shifts

Potential
Entrants

Technological
Shifts

Suppliers

Industry
Competitors

Buyer

Social
Shifts

Substitutes

Economic
Shifts

Figure 1.9: The Nine Forces
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Technological
Shifts

Economic
Shifts

Potential
Entrants
Environmental
Shifts

Social Shifts

Suppliers

Industry
Competitors

Buyers

Demographic
Shifts

Political
Shifts
Substitutes

Ethical
Shifts

Legal
Shifts

Figure 1.10: The Thirteen Forces

Driving Forces Analysis
This tool is used for identifying the driving forces of change and uncertainties in an industry, in
addition to assessing their impact, in order to offer solution.

How to Conduct Driving Forces Analysis




Identify all the main driving forces in a particular industry.
Assess and rank the impact of each driving force.
Consider impact and offer solution.

Identifying Driving Forces
Every set of stakeholders within a particular industry and the ensuing macro environmental
factors would be examined in order to find out associated driving forces.

Assessing and Ranking Driving Forces
A rating system of 1 to 10 (signifying weak to strong) can be used to mark the strength of each
driving force as well as the ease of influencing it. Thereafter, the sum of strength and influence would
be used to determine rank of each driving force.

Problems of Driving Forces Analysis




Improper assessment of stakeholders or macro-environmental factors.
Corporate fantasy.
It cannot single handedly determine a firm’s strategy.
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Four Trajectories of Industry Change Analysis
This tool was developed by Anita Mc Gahan in 2004. It is used for identifying and understanding
change in an industry, so as to know whether to move out of it.

How to Conduct Four Trajectories of Industry Change Analysis






Identify all the core assets and core activities of an industry.
Check-up threats to the core assets and core activities.
Identify the trajectory of industry change occurring in the industry using the format below:
 Radically: Core assets and core activities are threatened to become obsolete.
 Progressive: Core assets and core activities are not affected.
 Creative: Core assets are threatened but core activities are stable.
 Intermediating: Core activities are threatened but core assets still have capacity to
create value.
Establish appropriate course of action.

1.4 WHAT IS COMPETITIVE INTELLIGENCE?
What is competitive intelligence? How does competitive intelligence fit into the strategic
planning process? What is the role of knowledge management and how does it relate to competitive
intelligence? Is competitor analysis identical to competitive intelligence? How can competitive
intelligence become part of a corporate intranet strategy? How do we train our employees to beware of
corporate espionage and protect our intellectual property? Do the companies we compete with engage
in competitive intelligence on us and what is the effectiveness of their competitive intelligence process?
How do we measure the effectiveness of our own CI process?
The question of what Competitive Intelligence (CI) consists of is not as necessary to
understand its importance in business than understanding a bigger and more important
question – why do some firms in an industry win and achieve hegemony where others, often with
superior resources, fail?
In short, CI is the purposeful and coordinated monitoring of your competitor(s), wherever and
whoever they may be, within a specific marketplace... Your “competitors” are those firms which you
consider rivals in business, and with whom you compete for market share. CI also has to do with
determining what your business rivals WILL DO before they do it. Strategically, to gain
foreknowledge of your competitor’s plans and to plan your business strategy to countervail their
plans. As you might expect, this will involve many methods at the tactical collection level, but it will
also require integration into your existing information infrastructure, analysis and distribution of the
information, and finally, the calculation of business decisions on the grounds of that information and
its analysis. This is the “intelligence” part of the formula.
Most of the value-added in manufacturing or product companies is created by knowledge-based
service activities such as research and development, marketing research, product design, customer
service, advertising, or distribution. Winning firms are Organisations that most successfully master the
business issues critical to their performance, and develop the most precise understanding of definitions
of value and creation of value. Competitive advantage has a lot to do with leveraging the knowledge
assets of the firm, while at the same time determining how competitors are likely to leverage theirs.
The goals of this explanation are many:
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Adopt a strategic approach to the use of competitive intelligence; to see the intelligence
function as an integral part of strategy formulation
Show how competitive intelligence is used by firms to achieve competitive advantage
Examine the process, the tools, and the output of CI

A Fortune 500 company survey showed 55 percent make use of competitive information in
composing business strategy. Each firm is a leader in its industry and each firm knows its enemies.
Companies and industries prosper through improvements in competitiveness, leveraging core
competencies, and competitive intelligence is at the core of the objective of improving competitive
advantage.

1.5 CI IS THE CORE OF COMPETITIVE STRATEGY
Why do evidently great Organisations with great products, wise managers, and other successful
strengths, go out of business?
Economies of scale, the foundation on which big companies have based their dominance in the
industrial era is no longer an advantage. Changes in Information Technology, in the financial system,
in just-in-time production techniques, and in the rise of companies offering distribution and support
systems which previously only the largest companies could afford – removing the advantages of being
big. The diseconomies of scale-overhead, inflexibility – are becoming increasingly powerful.
One of the important drivers of success in business is CI. CI drives the five key drivers of change
crucial to every company: markets, customers, competitors, technologies and legislation; it is future
oriented and, above all “actionable”.
CI triggers inspiration by cross-fertilizing ideas within research communities in-house,
innovation centres and via trend-scouting, monitoring and exchange of ideas in external markets.
Infact, external ideas acquired through purchase or lease account for much of the inspiration of the
world’s most innovative companies. More fundamentally, CI reduces perspiration along the entire
value chain of innovation management.
A comprehensive CI capability or regime targeting innovation enhances responsiveness to
market opportunities. It improves research & development investment decisions and lowers the related
research & development project cost and attrition rate, all through the efficient and effective
enrichment of information and knowledge towards intelligence.
CI accelerates product development and prototyping through rapid collective intelligence
exchange. The transfer of experiences in patenting and licensing reduces the risks of delays for legal
product approval, plant start-up and market entry. Many companies say that the turnaround phase is
over and that they are entering a new phase of growth. In turnarounds the focus is on cost-cutting
skills. However, a phase of growth is uncertain and less predictable. What is needed is creativity; the
current skills, capabilities and competences must be redirected. One of the new skills that can open
many new windows of opportunity is competitive intelligence.
The company needs to be sufficiently flexible and agile to react and adapt quickly to unexpected
situations. The strategic value of CI is not the knowledge about the future, but rather the ability to
respond to future events through the availability of the appropriate CI. CI about alternative distribution
channels, about the capabilities of local subsidiaries or about product substitutes, helps companies
survive time of crisis. Indepth CI provides both options and scenarios for senior management which
will reduce business risks.
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The implementation of a CI capability enables the management of organisations, whether they be
small, medium-sized or large, to strengthen its competitive position.

1.6 VALUE OF COMPETITIVE INTELLIGENCE
Here are just a few of the questions firms ask themselves when implementing a CI program:
● How do we most usefully define the company’s mission, its strategic intentions, its
objectives and its strategic choices?
● What do we need to know to develop and to select strategies which are not only successful,
but sustainable?
● What new products should we build and which markets should we enter and how?
● How do we implement our competitive strategy?
Whatever strategic framework the firm chooses to embrace for the management of its business,
no one element remains more fundamental to competitive strategy than competitive intelligence.
Competitive intelligence is more concerned with doing the right thing, than doing the thing right.
The goal of a competitor analysis is to develop a profile of the nature of strategy changes each
competitor might make, each competitor’s possible response to the range of likely strategic moves
other firms could make, and each competitor’s likely reaction to industry changes and environmental
shifts that might take place. Competitive Intelligence should have a single-minded objective – to
develop the strategies and tactics necessary to transfer market share profitably and consistently from
specific competitors to the company.
A firm which does not rigorously monitor and analyze key competitors is poorly-equipped to
compose and deploy effective competitive strategy and this approach leaves the firm and its markets
vulnerable to attack. The basis for CI revolves around decisions made by managers about the
positioning of a business to maximize the value of the capabilities that distinguish it from its
competitors. Failure to collect, analyze and act upon competitive information in an organized fashion
can lead to the failure of the firm itself.
What then is competitive intelligence? How do we define it? In what ways does it differ from
market research? How is it used to make companies more competitive? Who needs competitive
intelligence? How is it managed? How is it produced? How should competitive intelligence be used?
By whom? What are its costs? Where does competitive intelligence fit within the strategic
management system of the firm? What are the measurable “bottom line” benefits for managers and
their Organisations?
The Chinese military strategist, Sun Tzu, emphasized the need for CI: “Now the reason the
enlightened prince and the wise general conquer the enemy whenever they move, and their
achievements surpass those of ordinary men, is foreknowledge”.
The upside of successfully predicting a competitor’s future plans are apparent; as are the
consequences of making business decisions based on information that is faulty.
Competitive intelligence is usually composed of five major areas of endeavor, and is performed
under three main approaches in the CI framework:
● Assessment of strategies
● Competitor perceptions
● Effectiveness of current operations
● Competitor capabilities
● Long-term market prospects

Shaping Business Strategy through Competitive Intelligence

27

Strategic Intelligence is concerned mainly with competitor analysis or gaining an understanding
of a competitor’s future goals, current strategy, assumptions held about itself and the industry, and
capabilities – diagnostic components. Intelligence about the firm’s major customers, suppliers and
partners (in marketing or research and development alliances) is often also of strategic value.
Tactical Intelligence is generally operational and on a smaller-scale, not so centered on being
predictive. Tactical issues include competitors’ terms of sale, their price policies and the plans they
have for changing the way in which they differentiate one or more of their products from yours.
Middle-level marketing and sales managers number among some of the main users of tactical
intelligence. They want to know how to win the day, today.
Counter Intelligence is defending company secrets. Every firm has competitors as interested in
knowing your plans as you are in knowing theirs, maybe even more so. Often, this area of endeavor
will involve security and information technology, but others are often overlooked, such as hiring and
firing strategies, to contain competitor opportunities within the firm.
Competitive Intelligence is the determination of solutions to these principle factors and
determinants of ongoing competitive advantage:
● What is the basis of competition?
● Where the firm competes?
● Who does the competitor compete against?
● How does the firm compete?

The Added Value of Competitive Intelligence
What is the added value of CI in relation to the recommendations, and what are the benefits if
companies have a CI capability in place?
● Not to be taken by surprise. One of the most important objectives of CI is to avoid surprises.
Think of Frederick the Great’s statement: “To be defeated is forgivable, to be surprised not”.
● The aim of CI is to create an intelligent and alert Organisation;
● To be cleverer than your rivals. Remember the words of SunTzu: “Know your enemies and
know yourself and in a hundred battles you will never be in danger”
● Clear strategies. Strategy is what the company wants to do in the outside world. Intelligence
is what the outside world wants to do with the company. It is a pre-condition for the
development of successful strategies that those strategies are consequently and consistently
fed with CI.
● Shed weak company activities and/or bleeders. The aim of CI is to keep ahead of the
competition. CI professionals supply decision makers with the appropriate “actionable
intelligence” with the aim of avoiding persisting with poorly-performing activities.
● Competitive Intelligence is key in monitoring the execution of the current and future
strategies in the dynamics of the external business environment.
● CI is per definition future-oriented. It helps Senior Management to identify new market
opportunities in time.
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1.7 CI IS FOCUSED ON DECISION MAKING
Seldom do people realize that business, just like life is merely a series of decisions. And global
firms have a growing need for the necessary information on which to base decisions concerning the
conduct and development of each of their firm’s strategic objectives, and the protection of their
Organisations against threats from their competitors.

1.8 PURPOSE AND ROLE OF INTELLIGENCE IN BUSINESS
Intelligence is both a process and a product – an analytical process that transforms tumultuously
gathered competitor and market information into actionable knowledge about competitors’ capabilities,
intentions, performance, and position; as well as the final product of that process.
The focus of market research tends to be on the problems associated with the profitable
marketing of a firm’s products and services. The scope of competitive intelligence is far broader.
Competitive intelligence is a value-added concept that layers over the top of business development,
market research and strategic planning.
The research objectives of a competitive intelligence project will often involve issues such as: the
manufacturing capabilities of the competitor; analysis of alliances and/or joint ventures entered into by
competitors; the competitor’s future plans and strategies for specific markets, or product lines; reasons
behind changes in the corporate or business unit strategy, et cetera.
In today’s global enterprise, CI happens at two levels – corporate and business unit. Corporate
strategy concerns two different questions: what businesses the corporation should be in and how the
corporate office should manage the array of business units. And, competitive strategy is concerned
with how to create competitive advantage in each of the businesses in which a company competes
based upon core competencies.

1.9 THE CYCLE OF COMPETITIVE INTELLIGENCE
The CIA describes the intelligence cycle as “the process by which raw information is acquired,
gathered, transmitted, evaluated, analyzed and made available as finished intelligence for
policymakers to use in decision-making and action”. There are five steps which constitute this cycle:
● Planning and direction
● Collection and research
● Processing and storage
● Analysis and production
● Dissemination and delivery
There are seven questions to be answered prior to making investment decisions in CI:
● What do we need to know?
● What do we already know?
● Why do we need to know it?
● When do we need to know it?
● What will we do with the intelligence once we have it?
● What will it cost to get it?
● What could it cost not to get it?
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1.10 CI’S FINAL PRODUCT
The product of the intelligence cycle, is evaluated information. It is finished intelligence,
packaged in a format appropriate as much to the intelligence itself, as it is to the customer for the
intelligence, the decision-maker.
In practice, the intelligence product is unlikely to be created from perfect input. We cannot truly
and accurately predict the future until events have already taken place and it’s too late. The firm finds
itself in a position where it can only react to the competitor’s move; it has lost the advantage it might
have had if the right intelligence had been available earlier. So, although we can’t know for certain the
minutiae associated with exact details, we can discover plans and roughly-hewn strategies.
CI’s real value is to provide managers with the Organisational tool to learn what the competitor
will do, not what the competitor has already done.
Ethics and ethical behavior are concerns here and since the area is usually perceived as positive
to a company’s reputation and competitiveness, it would not be useful for a firm to undertake its
intelligence activities without regard to ethical or legal considerations. Everything a firm needs to
know about the competition can be obtained by legally available means. The cost of stepping over the
line–into the black–are far too severe, and unnecessary.
What are the bottom line benefits of CI? Improved market knowledge, improved cross-functional
relationships in the Organisation, greater confidence in making strategic plans, and improvements in
product quality versus the competition. In short, better business performance through doing things
better.
In the (modern) business context, “the enemy” is the competition. But who (or what)
exactly is the competition? A short answer is “any person, body, Organisation or corporation,
offering the same product or service now, or in the future (which you are also offering), or who
could remove the need for such product or service in the future”.

1.11 WHAT CI CAN DO FOR YOUR COMPANY?
Information vs. Intelligence
Information is factual. It is numbers, statistics, scattered bits of data about people and companies
and what they have been doing that seems to be of interest. Information often appears to be telling you
something but in reality it is not. You cannot make a good decision based on information no matter
how accurate the information is or no matter how comprehensive it is.
Intelligence, on the other hand, is a collection of information pieces which have been filtered,
distilled and analyzed. It has been turned into something that can be acted upon. Intelligence is what
managers need to make decisions, not information. Another term for intelligence is knowledge.
The US is the most information-rich nation in the world. They have more information produced,
more information stored and more information flowing through their computers and networks than
anywhere else in the world.
This massive amount of facts make them think that data is important. Indeed, they think they live
in the information age, but they could not be more wrong. While that was true several years ago, it is
no longer the case.
When computers and telecommunications merged in the mid 1980s, information became so
important that they traded it, moved it and worshipped it. However, since that time, information has
become a commodity.
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With the advent of massive commercial and government databases, information has become
cheap and accessible at the same time. So, while they continue to establish new sources of data, it has
become less important at the same time.
Take the example of portable devices that allow us to receive commodity prices almost instantly
anywhere we roam. If everyone who wants that capability can have it – and the prices have come to the
point where even the amateur trader can afford the service – does that make the information less valuable?
Yes, it does.
If everyone has the same information, then who has the edge over his competitors? Because the
commodities market usually is a zero sum game – somebody wins when somebody loses – pure
information is no longer an edge. What gives the trader the competitive advantage over someone else
is his analysis of the prices, their movements and other factors. How he turns raw information into
actionable intelligence is what separates the successful trader from the one who fails.
This is true of all businesses.
The company that knows how to turn information into intelligence will succeed and those that
don’t – or who simply continue to rely on information as sources of inspiration – will fail.

What else Can CI do for your Company?
Suppose you were going to hire a consulting firm. Both come highly recommended, both have
the same capabilities but one was much less expensive than the other. Be honest. Would your first
thought be that the lower cost consultant could not be as good as the more expensive one?
Of course, it’s human nature to think so. Even though there might be other factors involved, the
lower priced consultant would beg questions of competency.
Now, suppose we told you that instituting a CI system would require only minimal resources and
a minute change in Organisational structure. In other words, the start-up costs were low and the
rewards extremely high.
Would that change how you felt about it?
Would the low cost make it seem unworthy?
We are sure it would. It’s only human nature.
But you will find that instituting a full blown CI system is neither costly nor disruptive and pays
off in ways you can’t yet imagine.
Okay, if it’s so good, why does not every company do it? Before we answer that question, let us
stack the deck a bit and tell you what a CI system can do for you and your company.

First, CI is not a Function; but a Process
As a result it should appear in all aspects of your business as one seamless process not relegated
to one area, division or unit.
Although the main job of CI is to support management decision making, having a formalized CI
system in place can help your company address many different issues.
A formalized CI program can:
● Anticipate changes in the market place.
● Anticipate actions of competitors.
● Discover new or potential competitors.
● Learn from the successes and failures of others.
● Increase the range and quality of acquisition targets.
● Learn about new technologies, products and processes that affect our business.
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Learn about political, legislative or regulatory changes that can affect your business.
Enter new businesses.
Look at your own business practices with an open mind.
Help implement the latest management tools.

Why now more than Ever?
We no longer live in the business world of our earlier generations. The nature of business has
changed so radically that they would not recognize it. In fact, their drivers of business are no longer in
play and new drivers are propelling everything we do. Intelligence drives business and CI is a
mechanism that allows us to use this knowledge.

Modern Business Eras
Machinery
1940s

Mechanical
Technology

Capital and Labor
1950s – 1960s

Investment

Information
1980s

Computers

Intelligence
(knowledge)
1990s

Information and
analysis aka
Competitive
Intelligence Systems

Figure 1.11: Business Drivers

1.12 THE NUTS AND BOLTS OF CI
The basic unit of a CI system is the intelligence cycle. It is the process by which raw information
is turned into intelligence.

1. Planning &
Direction

2. Collection

4. Dissemination
3. Analysis

Figure 1.12: The Nuts and Bolts of CI
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Human
Source
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Figure 1.13: The Intelligence Cycle: From Planning to Intelligence

Competitive Intelligence
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Data
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Refine

Focus
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Strategy
Tactics

Discard
information that
is not applicable

Figure 1.14: Competitive Intelligence Impact on Strategy Planning

The process that is used by companies is similar to that which is employed by the intelligence
community worldwide. The beauty lies in its simplicity. There are only four steps:
1. Planning and Direction: This is the step when the management gets involved and decides
what intelligence it requires. This is also the part of the cycle in which the CI practitioner decides
which course he should take in fulfilling his task.
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This stage can also be thought of as the other end of the intelligence cycle because once specific
intelligence is delivered to the decision maker his subsequent actions – based on that intelligence – will
spur further intelligence needs. The company’s situation undoubtedly will change based on those actions.
2. Collection: This phase involves the actual gathering of raw information from which
intelligence will be produced. The vast majority of collection materials are public domain meaning
they are available to anyone who knows where to look. Sources include periodicals, annual reports,
books, broadcasts, speeches, databases and so on.
Creative collectors can usually find anything they need legally and ethically.
Collection also involves processing information so that it can be transmitted and stored
electronically if desired. Once in electronic form it can be manipulated into a form which allows it to
be analyzed.
3. Analysis: This is generally considered the most difficult part of the intelligence cycle.
Analysis requires great skills and guts: it requires the analyst to weigh information, look for patterns
and come up with different scenarios based on what he has learned.
Even though analysis is based on logic and hard information, analysts must sometimes ‘fill in the
blanks’ and make educated guesses about possible outcomes.
4. Dissemination: This is the last step (and the first, too) in the cycle and involves distributing
the intelligence product to those who requested it.
It’s the time when the analysts will suggest possible courses of action based on his work.
He must be able to articulate his recommendations and defend them with logical arguments.
The resulting intelligence will also be distributed to others in the company who can use it.

1.13 WHY IT’S BETTER AS A PROCESS?
CI works best when considered a process instead of a function.
First, the structure of the intelligence cycle is clearly a process and when you run a large scale
intelligence system in your company all you have to do is expand the steps larger, outwardly to
include more people to accommodate its growth.
In addition, even though some very successful companies consider CI as a function and attach it
to the offices of top management, that configuration can sometimes be thought of by the rest of the
company as some kind of ‘executive spy agency’. By keeping CI at the highest levels only, it can
sometimes cut the group off from the rest of the company including those who might want to know
more about it and could benefit from it. Moreover, employees who might otherwise contribute
information into the system, might be discouraged from doing so.

1.14 SETTING UP A CI UNIT
Once the Organisation has determined that a CI unit is needed as a separate component to its
existing structure, there are several steps that should be followed in order to set up the unit itself. One
of the first questions an organisation must pose to itself when creating or altering an existing CI unit is
“What questions does this unit need to address?” Or, in other words what consistent set of PIRs should
it investigate? Once this fundamental question has been addressed, the true structure of the CI unit can
be created. There are three basic forms for a CI unit. These are centralised, decentralized and hub and
spoke. Since the CI unit must follow the structure of the overall organisation and address the key PIRs,
these forms are generic at best. Each organisation will alter these as needed and as appropriate so
much so that no two CI organisations are identical or even similar most of the time.
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Centralized
A Centralized Unit as a single chain of command with all respective employees conducting
intelligence on behalf of the organisation officially and formally tied into the CI unit through
managers and leaders within the CI organisation itself. These units are the largest and most expensive
units to maintain and manage and are typically located in the most significant part of the organisation
or within a Knowledge management function, depending upon the level of sophistication of the
organisation.

Decentralization
If a centralized unit has the most control and co-ordination, the decentralized unit looks like a
mine field in a demilitarized zone. Every individual or group within the organisation that is conducting
CI on behalf of the organisation is an island unto itself. There may be some level of information
sharing among the teams, but typically each CI unit is servicing a single level of the organisation, or
area, and is specific to those needs. The costs can be higher for the entire CI effort in this situation, but
since the budgets are distributed across the organisation, there isn’t a cohesive sense of the costs, nor
the return on the investment.

Hub and Spoke Units
The merger of these two types of organisation is the hub and spoke approach. In this format,
there is a centralized group that acts as the distribution and storage for the entire firm’s CI efforts,
regardless of what group or location produced the intelligence. Command and Control are not
centralized, but left to the various interested groups within the organisation. Typically technology
enables this structure to be more effective than that would be apparent at the surface, but it’s real
effectiveness lies in the ability of the core team to build relationships with the outlying teams and
those outlier’s respective management teams to co-ordinate efforts, prioritize activities and/or
investments and in turn, share intelligence accordingly.

Staffing CI Functions
In general, the staffing for CI functions is based upon the needs of the organisation and the types
of analysis the unit will be conducting. Typically, there is a Director level individual who oversees the
unit itself, measures and takes metrics, hires and reviews performance, sets goals and applies
corporate regulations to the unit itself.
Under this individual, or attached to that role, can be any of the following job skills and/or
activities:
1. Secondary Research/Collection
2. Abstracting Information
3. Primary Research/Collection
4. Writing News Letters
5. Editing/Preparing Analytical Deliverables
6. Conducting Statistical Analysis
7. Conducting Qualitative Analysis
8. Presenting Intelligence to Executives or other Decision Makers
9. Technology and IT Management (for CI Systems)
10. Source Management
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Most units have a Director level individual and one or two “analyst” level individuals who
conduct and prepare analysis for executive decision makers. These activities listed above are
indicative of the most common activities, but are not meant to be exhaustive. Each team must meet the
needs of the organisation, its culture and the needs of the decision makers.

1.15 THE FUTURE OF CI
In the future, intelligence – based companies which have become efficient, learning, prosperous
entities will be one part of a larger, worldwide intelligence community. This network will embrace
countries, governments, social structures and individuals all of which will be connected by the concept
we call ‘intelligence’.
Most important, this intelligence will be based on open source information. There will be no need
for any illegal or unethical information collection.
A vision of the future that we share is one of open sources in which all citizens become part of
the information collection process, that information easily moves around and that each person,
government or business use the information in its own way for its own purposes. Despite what you
might think, this does not lead to a national or global ‘dumping down’ where, because we all have
access to the same information we all come to the same conclusions and therefore nothing progresses.
On the contrary, each of us has different needs and different purposes for information. What I need in
my business may not be important to your company. This holds for countries as well.
What will happen instead, we suggest, is that we will learn how to exploit the same information
in unique ways. We will learn new ways of thinking and analyzing which can be passed on to others.
Just like benchmarking eventually leads to better products and services, sharing information leads to
more social progress.
In the future, information will become cheap and accessible to even the most poor people, but
they can become prosperous if they can turn it into intelligence that they can exploit.
In the future, everyone will be a collector ofinformation and everyone will be a consumer of intelligence.

1.16 WHO’S DOING CI?
●
●
●
●
●
●
●

90% of Fortune 500 firms in the US
9% of US firms with formal processes
Chemical and Telecommunication firms
Firms with high R&D expenditures
Firms that own many patents
2-3% of German firms in various industries
US and UK firms: leading Intelligence producers

How do leading Firms Conduct Intelligence?
●
●
●
●
●
●
●

Broadcast intelligence to users
Increase number of intelligence users
View intelligence as decision critical
Intelligence is part of manager’s duties
Institutionalize the intelligence function
Manage corporate knowledge assets
Maintain and rely on during a recession
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Primary Information Sources
(Find Experts!):
● Interviews with internal experts, customers and suppliers
● Market place surveys
● Industry Analysts
● Business Editors
● Associations
● Observations
● Unpublished documents

Secondary Information Sources
●
●
●
●
●
●

Internal and External databases
Industry and Government reports
Directories
Statistical Sources
Newspapers and Magazines
Trade Publications

Criteria not to be Overlooked
●
●
●
●
●
●

Balance strategic and operational needs
Adjust the function as the market changes
Determine locus of decision making
Company’s structure
Corporate culture
Market environment

1.17 CREATING THE INTELLIGENT FIRM
●
●
●
●
●

Adjusting decision-making process and culture
Open communication lines
Sensitize firm to market place changes
Align intelligence to decision-making
Support the process with technology

Various roles in the Intelligence Process
Core Roles:
Primary Researchers
Secondary Researchers
Analysts
Integrators

Supporting Roles:
System Builders
Data Builders
Knowledge Builders
Protectors
Decision Makers
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Intelligence Skills Come from
●
●
●
●

Personal Traits
Formal Education
Mentoring
Work Experience

Where is the Intelligence Profession going?
●
●
●
●
●

●
●
●

More firms, regardless of size, establish intelligence
Development of more sophisticated and accurate measurement techniques
Deterioration of centralized intelligence functions
The business community pressures on academics to teach intelligence
Most industrialized countries adopt standards to protect trade secrets, more extensive
background checks of potential executives, more firms establish guidelines for conducting
intelligence, the volume of legal cases establishes a body of legal precedent
Corporate leaders demand deeper analysis of critical issues
Internationalization of business leads to a varying set of business conduct
Information Technologies will enable an increase in unethical collection attempts

Competitive Intelligence is an art (Intelligence Driven Strategy), science (analytical techniques) and
craft (learning from experience of managing and doing CI). An effective CI Program (CIP) is one of the
foundations on which strategies and tactics are built, assessed and modified. CIPs can be defined as follows:
A CIP entails a continuously evolving integration of both formalized and informal processes by
which Organisational members assess, disseminate and use key trends, emerging discontinuities, the
evolution of industry structure and the capabilities and behaviors of current and potential competitors
to assist in formulating and implementing strategy and tactics.

1.18 COMPETITIVE INTELLIGENCE DEFINED
CI is the analytical process by which public (accessible to or shared by all members of the
community) information (i.e., disaggregated market and competitor data) is collected and transformed
(through quantitative and qualitative analysis) into valuable intelligence (i.e., relevant and usable
strategic knowledge about competitor’s position, performance capabilities, and intentions) for use in
tactical and strategic business decisions. CI is also the product of that process.

CI is Defined as
1. The process of developing actionable foresight regarding competitive dynamics that can
be used to enhance the speed and quality of decision making.
Actionable Foresight is the result of the:
Collection and analysis of information and the dissemination of intelligence products/services to
intelligence users on a timely basis.
Competitive Dynamics include:
Non-market factors, industry evolution, competitor rivalry, potential competitors, one’s own
Organisation and the individuals making key decisions in those Organisations.
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2. CI is “a process-using legal and ethical means – for discovering, developing and delivering
timely, relevant intelligence needed by decision-makers wanting to make their Organisation
more competitive in the eyes of the customer. It is used for assisting in strategic decisions,
such as product development, mergers, acquisitions and alliances, as well as tactical
initiatives, such as anticipating and preempting likely moves by customers, competitors or
regulators”.
3. SCIP describes CI as “the process of monitoring the competitive environment. CI enables
Senior Managers in companies of all sizes to make informed decisions about everything
from marketing, R&D and investing tactics to long-term business strategies. Effective CI is a
continuous process involving the legal and ethical collection of information, analysis that
does not avoid unwelcome conclusions and controlled dissemination of actionable
intelligence to decision makers.
4. CI is both a process as well as a product. The process of CI is the action of gathering,
analyzing and applying information about products, services, customers, trading partners and
competitors for the short-term and long-term planning needs of an Organisation. The product
of CI is the actionable output (‘the intelligence”) which Organisation needs to have in its
possession in order to chart its future course of action.
5. CI is knowing what the competition is doing now, what it is planning to do in the future,
how it is going to do it, why it is doing it, when it will be doing it, how well will it be doing
it, why it is doing it and with whom it is being done. The ultimate aim of CI is to have a
competitive edge over the competition. According to Jack Welch, CEO of General Electric,
“If you don’t have a competitive advantage, don’t compete”.
6. Johnson (2001) defines CI as the purposeful and co-ordinated monitoring of one’s
competitor(s) [those firms which one considers rivals in business, and with whom one
competes for market share], within a specific marketplace.
CI is used to gain foreknowledge of one’s competitor’s plans and to plan one’s business
strategy to countervail their plans. The “intelligence” part of the formula will involve many
methods at the tactical collection level, but it will also require integration into one’s existing
information infrastructure, analysis and distribution of the information and finally the
calculation of business decisions on the grounds of that information and its analysis.
Johnson wants businesses to “think of the intelligence function as a “business within a
business” in its own right.”
The three critical elements of Competitive Intelligence, therefore are,
1. It is a legal and ethical practice; it is not industrial or economic espionage.
2. It is focused on the external business environment.
3. It is information gathering, analyzing and converting it into intelligence, and then making
use of it for your decision making.
CI professionals use their knowledge of the past and understanding of the present to submit
findings (and perhaps tender advice) that guides future decisions.
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All CI definitions point towards creating knowledge from openly available information by use of
a systematic process involving planning, collection, analysis, communication and management, which
results in decision maker action. The intent of CI is to better understand customers, regulator and
competitors, to create new opportunities. In fact, the intent is to forecast changes in any of these forces
and better position the firm to take advantage of these changes.

1.19 THE CI PROCESS
The CI process contains four phases:
1. Collection Phase- Know what to collect, where, how etc.
2. Conversion Phase- converting raw data (information) into intelligence, by collating and
cataloguing, integrating with other pieces of information, analyzing and interpreting it.
3. Communication Phase- Communicating it to the proper party (who needs the intelligence to
prepare and execute its next course of action).
4. Countering Phase- Countering any negative or adverse actions by the competition; in other
words, using the intelligence effectively.

Cycle of CI
Planning and Direction
Collection and Research
Processing and Storage
Analysis and Production
Dissemination and Delivery
The finished product of the CI cycle is “evaluated information” or “intelligence”, packaged to
meet the needs of the “customer” of the intelligence- i.e. the decision maker. Intelligence obtained
must therefore be actionable.

1.20 CRITICAL SUCCESS FACTORS
CSF’s are the critical factors or activities required for ensuring the success of your business.
CSF’s have been used significantly to present or identify a few key factors that Organisations
should focus on to be successful.
Definition: “The limited number of areas in which satisfactory results will ensure successful
competitive performance for the individual, department or Organisation.”
Identifying CSF’s is important as it allows firms to focus their efforts on building their
capabilities to meet the CSF’s, or even allow firms to decide if they have the capability to build the
requirements necessary to meet CSFs.
In any Organisation certain factors will be critical to the success of that Organisation, in the sense
that, if objectives associated with the factors are not achieved, the Organisation will fail- perhaps
catastrophically so.
The following are the examples of generic CSFs:
●

New Product Development
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●

Good Distribution

●

Effective Advertising

Types of CSF
1.
2.
3.
4.

Industry critical success factors resulting from specific industry characteristics.
Strategy CSF resulting from the chosen competitive strategy of the business.
Environmental CSFs resulting from economic or technological changes.
Temporal CSF resulting from internal Organisational needs and changes.

Each CSF should be measurable and associated with a target goal. You don’t need exact
measures to manage. Primary measures that should be listed include critical success levels (such as
number of transactions per month) or in cases where specific measurements are more difficult, general
goals should be specified (such as moving up in an industry customer service survey).
Definitions: “an element of Organisational activity which is central to its future success. CSFs
may change over time, and may include items such as product quality, employee attitudes,
manufacturing flexibility and brand awareness. They can enable analysis”.
“Any of the aspect of a business that are identified as vital for successful targets to be reached
and maintained. CSFs are normally identified in such areas as production processes, employee and
Organisation skills, functions, techniques and technologies”.
Example: A CSF for a successful IT project is User Involvement.
Five Key Sources of CSFs
CSFs are tailored to a firm’s or manager’s particular situation as different situations (e.g.,
industry, division, individual) lead to different CSFs. The five key sources of CSFs are:
1.
2.
3.
4.
5.

The Industry
Competitive strategy and industry position
Environmental factors
Temporal factors
Managerial position (if considered from a individual’s point of view)

How to write a good CSF
Ensure a good understanding of the environment, the industry and the company.
● Build knowledge of competitors in the industry.
● Develop CSFs which result in observable differences.
● Develop CSFs that have a large impact on an Organisation’s performance.
CSF as an activity statement
●

“Monitor Customer Needs and Future Trends”
KPI’s and CSF’s
A CSF is not a KPI. CSFs are elements that are vital for a strategy to be successful. KPI’s are
measures that quantify objectives and enable the measurement of strategic performance.
For example:
KPI = Number of new customer/response time
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CSF = Installation of a call center for providing quotations
Using CSFs for Strategic and Business Planning

CSF’s for Strategic Planning

Strategic

Mission

CSF’s Influence and Enable

Operational
Goals

Strategic Goals/Objectives

Operational
Goals

Operational Activities
Operational

Figure 1.15: Critical Success Factors

Examples of CSFs
Seven Key Areas
● Training and Education
● Quality data and reporting
● Management commitment, customer satisfaction
● Staff orientation
● Role of the quality department
● Communication to improve quality
● Continuous improvement
Critical Success Factors
1. People- availability, skills and attitude
2. Resources- People, equipment etc
3. Innovation- Ideas and development

Operational
Goals
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4. Marketing- Supplier relation, Customer satisfaction etc
5. Operations- continuous improvement, quality
6. Finance- Cash flow, available investment etc
Examples of success factors
1. Understanding of market
2. Marketing Variables
3. Decision making

Critical Success Factors Analysis
It focuses on identification of few factors that overwhelmingly ensure attainment of a firm’s goals.
CSF

+

KPI

+

Target

=

Objective

CSF and KPI Process
●
●
●
●
●

Determine vision of a firm
Set-up the firm’s strategic goals
Identify key factors (CSF) that influence each goal
Establish a measure (KPI) for each CSF
Determine target for each CSF

Process of Identifying and Monitoring CSFs
Ascertain information
needs of Executive
Decision Makers

Take Action for
improvement of
performance in
CSF Areas

Identify
CSFs

Monitor
Environment and
Performance

How to Identify Critical Success Factors
●

●
●

Use the industry analysis to determine critical success factors of the industry in which a firm
operates
Evaluate the CSF and rate them in terms of degree of influence to the firm
Identify the three topmost CSF
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1.21 ENTERPRISE INTELLIGENCE, CREATING THE
INTELLIGENT AND ALERT ORGANISATION
The aim of Enterprise Intelligence is to create an intelligent and alert Organisation. Organisations
achieve intelligence and alertness if they have been successful in transforming the vast streams of data,
information and knowledge into intelligence. Enterprise Intelligence combines the three intelligence
areas of Business Intelligence, Competitive Intelligence and Organisational Intelligence.

Business Intelligence
This is the first intelligence area. The aim of the IT industry is to order, structure and render
accessible the vast stream of internal data and information supported by Management Information
Systems, Data Warehousing, Data Mining tools, Balance Score Cards, Company Performance
Dashboards etc. However, the stage of knowledge and intelligence has not yet been reached. The IT
sector markets these applications as Business Intelligence Solutions.
“BI is concerned with the discovery of information, and its use to reduce the cost and increase the
value of operational activities”. So it’s all about dealing with the discovery of information with the
aim of reducing costs and increasing the value of day-to-day operations.

Competitive Intelligence
This is the second intelligence area. CI is the Organisational means and analytical and intellectual
process that transforms disaggregated market, customer, technological, competitive and other data,
information and knowledge into relevant and usable intelligence for users who can act on it. CI aims
to be future-oriented and actionable. CI deals with qualitative data, external information, tacit
knowledge resulting in strategic intelligence for improved decision-making and the assessment of the
strategic impact on the Organisation. CI is a comparatively new management discipline. A very
important dimension of CI is the gathering of data, information and knowledge of the outside
dynamics and fast changes in the external business environment in a structured and consistent way and
bringing this in from the outside. The focus of CI is always on the “drivers of change” faced by every
company: markets, customers, competition, technology, legislation etc. Having implemented a CI
capability with a focus on these drivers of change means that the management will never be surprised
by any change in the dynamics of the external business environment.
Surprised by changes of market conditions, changes in the competitive arena, new disruptive
technologies and new customer needs.
“No IT system in any company can generate intelligence”.

Organisational Intelligence
This is the third intelligence area. Organisational Intelligence deals with people. No IT system in
a company can generate intelligence. People alone can create intelligence. Huge amounts of money
are invested in IT systems. But, if we want to become smart as an Organisation, we’ll need to
emphasize the I of IT, not the T; the I of IT is all about information management. We must help and
support our employees within the Organisation to improve their skills in dealing with the vast streams
of information, analyzing, sharing and disseminating information within the Organisation. We will
never solve these problems by continuing to invest in more T of IT. 60-70 percent of all investments
in IT still do not come up to expectations. All companies measure the cost of IT investments, only a
few assess the effectiveness of IT. The volume of information doubles every 18 months, while the
availability of people capable of analyzing the information decreases dramatically.
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Organisational Intelligence is closely related to the areas of Business Intelligence and
Competitive Intelligence. People in organisations are the only valuable resource capable of
transforming data, information, knowledge into relevant and useful intelligence. People alone create
intelligence.

Top Management Requirements
The requirements, if management is to successfully lead a business, are the same as the
objectives of Enterprise Intelligence.
1. To prevent surprises from the external business environment.
2. To have timely foresight of the threats and opportunities faced by the Organisation and
strategies to transform these threats into opportunities.
3. To make informed strategic choices.
4. To continuously identify the gaps in the company’s own strategies as well as the gaps in the
strategies of competitors.
5. To monitor developments within the sector and beyond.
6. To anticipate unforeseen developments.
7. To monitor early warnings from the internal and external dynamics of the industry.
8. To keep in view the key drivers of change in the competitive arena: markets, customers,
competition, technology, legislation and beyond.
The conclusion is that enterprise intelligence is a strategic management responsibility of top
management. All the above top management requirements deal with the outside world. It is of
growing importance for management to introduce new measures that will enable them to manage the
business environment more effectively.
Management must learn to handle the challenges of fast and unpredictable change. Traditional
management solutions are no longer effective. Instead, flexibility, agility and freedom of action will
be the new important conditions for success. Diagnosis of threats and opportunities in the present
situation will be more important than prognosis. Turbulence is nothing new in our business
community; speed and the fast pace of change are not the only dimensions to be considered.
The strategic road to “Freedom of Action” follows step-by-step process which starts with relationships.
1. A company that has good relations with its stakeholders tends to receive in return at the very
least acceptance, and very often more than that: active support from forces in its environment.
2. A company that receives acceptance and support from its environment encounters fewer
restrictions and obstacles.
3. Fewer restrictions and obstacles mean a stronger negotiating position.
4. A strong negotiating position leads to higher value-added and a bigger share of retained
value-added.
5. Increased value-added and a larger retained share of the value-added means better earnings,
better chances of survival and opportunities for growth.
The proposed solution provides a coherent model. It meets the need to have a radar in place that
will monitor important indicators of company progress, success or failure, a solution that helps
management and other stakeholders to make better choices. It suggests appropriate measures and helps
companies to create internal and external reports that will provide relevant and meaningful information.
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It looks at the company within the living context of its environment, not in isolation. The most
important feature is that it offers several ways for management, as well as other stakeholders, to
monitor company progress towards the achievement of this objective.

Additional Top Management Requirements
Diagnosis of threats, opportunities and business risks in the present situation will be more
important than prognosis. So how does management handle one of the major dilemmas, the paradox
facing top executives, the need to make decisions about a future that is not only uncertain, but in
reality unpredictable? The requirements of management in order to successfully lead a business are the
same as the objectives of Competitive Intelligence.
The result of the process is a unique evaluation of the company’s current business position. The
key to the process is a clear structuring of all important relationships. To establish this, all relevant
relationships are defined and classified in respect of kind and strength, and then combined with the
result graphically presented.
The intelligence-based monitoring solution identifies what is essential in and around the
company, presents it and allows conclusions to be drawn from it. The focus is on relevance and
perspective rather than on precision.
It is entirely based on the statement that “the most important decisions are not taken inside your
company, but outside your company”. Will management have the courage to work with this new
intelligence-based monitoring solution? That’s the question, isn’t it?
In the 21st century, companies must learn to handle the challenge of rapid and unpredictable change.
The need to understand and manage the company in its living environment, in a connected
economy, will call for a new focus on what is good for a company. Firstly, moving from a balance
sheet focus to a relationship focus. Secondly, distinguishing between good and bad relationship.
Basically, we need to redefine the company as a network of relationships.

1.22 FOUR NEW FUNDAMENTALS
The four new fundamentals and statements that form the CI solution.
Cash Performance

Business
Idea

Survival
Earnings
Growth

Business
Performance

Business Position
Figure 1.16: Four New Fundamentals and Statements that form the CI Solution
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The Business Idea aims to answer the classical question “What business are we in?” This should
ensure that the company has and retains a clear focus: if you don’t know where you are going, you are
likely to end up somewhere else. It is also the most explicit way to express the management’s vision
of where it hopes to take the company. It is a carefully and structured way of identifying and
presenting the company’s business concept, mission and vision.
The Business Position aims to answer the crucial question “Who pulls the strings?” Surprisingly
often, unexpected outside relationships exercise a high degree of influence and even control over a
company. CI makes it possible to scrutinize and access the company’s relationships, to monitor and
measure the dependencies and threats that limit or affect the company’s most important strategic asset,
its freedom of action.
The Business Performance aims to answer the question “What’s on their minds?” In any free
market economy, perceptions among stakeholders play a deciding role in helping or allowing a
company to grow and develop. It identifies and monitors a number of the most significant drivers
influencing wealth-creation decisions in five relevant areas outside the company, indicators of
company performance and success.
Cash Performance starts with the traditional cash flow question “Where does the money come
from and where does it go?” This management solution selects cash flow rather than other financial
tools, partly because it is more relevant than profit but also because it is less subject to manipulation
and consequently more reliable than income statements and balance sheets. “Profit is secondary, cash
flow matters most”.
The four factors are strongly indicative of a company’s success or failure and are consequently
important when seeking to define, measure, monitor and report. The four factors are leading indicators
which should be considered and evaluated in most of the decision making situations faced by boards
and management groups today. These factors are also what analysts, investors, lenders, bankers,
venture capitalists, risk managers, auditors and other stakeholders should monitor in a consistent and
systematic manner, for the simple reason that they will offer more transparency, a more relevant and
timely picture of the company than the inadequate indicators of traditional reporting. They go beyond
the catchwords of full or even fair disclosure to build a platform for relevant disclosure.
The four factors together represent a new overall perspective on what drives a company today.
They meet a balanced all-inclusiveness test, are highly indicative of a company’s chances of survival,
earnings and growth. Practically all functions in a company today can be outsourced; however, these
factors are so essential and so close to the core of the company that they can never be outsourced.
They can be monitored regularly and measured with the desired degree of precision. Unlike
accounting, which reflects past performance, CI system solutions point to crucial pro-active features.
They offer to assess present threats and possibilities and find ways to strengthen the company’s
strategic and operational position.

1.23 COMPETING FOR BUSINESS
To know your Enemy, you must become your Enemy said Sun Tzu, in The Art of War.
Sometimes competing for business can seem like a battle, where the odds are stacked against you and
the odds of success are insurmountable.
All is not lost however, CI is the key weapon in leveling the battle field and allowing you to
compete with the advantage of knowledge on your side.

Shaping Business Strategy through Competitive Intelligence
●

47

CI is the ethical gathering and analysis of competitor, customer and market information from
open sources. This analysis is used by Organisations to make better strategic decisions. It is
the difference between competing and winning.

Embedding CI as a core management process is increasingly essential towards survival and
growth in the 21st century.

Embedding CI into my Organisation
Make the acquisition and safe-guarding of CI part of your normal business operations. Create
profiles of your target customers as well as your main competitors. Collect data from the companies
own websites and their published case, aggregate from news and social media websites and flesh out
from your real world connections. Finally use your Organisation’s own human intelligence to identify
your own strengths where you have competitive advantage and work on your weaknesses to improve
your overall ability to compete.

Best Practices for Managing CI
Qualify your Tenders
Tendering is expensive; compete only where it makes good sense; Learn as much from loosing
as from winning.
Make Intelligence Gathering Systematic
Know your customer, your competitor, your partner……. and yourself
Procurement History
Identify buying habits, Incumbent suppliers, Decision makers, Previous purchases, Evaluation criteria
Maintain an Information Repository
Protect your corporate knowledge and facilitate fact-based decision
Remember that CI is more concerned with understanding the big picture and having the right
perception of the market place than trying to precisely quantify or qualify competitive threats and
business opportunities.
Each time you participate in the tendering process, you learn a little more about what it takes to
win: As Sun Tzu noted: Opportunities multiply as they are seized.
CI What you don’t know will hurt you
In today’s complex and fast-moving world, what we need even more than foresight and hindsight
is insight – Napoleon Bonaparte.

1.24 COMPETITIVE INTELLIGENCE VS. COMPETITOR
INTELLIGENCE
Competitive Intelligence and Competitor Intelligence are not synonymous, and knowing the
difference between them is more than mere semantics.
Competitor Intelligence has a narrow focus that excludes critical information; Competitive
Intelligence takes a broader, more objective and more accurate view of what business faces and what
can derail or challenge your company.
Competitor Intelligence is merely one element in the business environment. Competitive
Intelligence is more expansive in that it considers all the elements that impact the company’s success –
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customers, suppliers, distributors, substitutes, regulations, technology, the economy, other industries,
demographics, culture/societal issues – and competitors.

CI the Larger View
Imagine that you are buying an apartment or renting one. If you were doing the equivalent of
competitor intelligence, you would compare apartment A with apartment B to apartment C and so on.
You would evaluate the number of bedrooms and bathrooms, the square footage, number of floors,
kitchen space and appliances, style of the apartment, size of the property and amenities.
Even a renter, however, looks at far more data points than these. They consider the neighborhood:
What does it look like? How well is the area maintained? How noisy is the location? How far apart are
the homes? They also consider the commute to work, quality of schools, presence of the venues for
the things they like to do or that they consider important such as movies, sports, restaurants, parks,
super markets, specialty shops.
The entire competitive environment
Demographics

Economy

Other Industries

Technology
Distributor

Customers

Substitutes

Suppliers
Government or Industry Regulations

Prospects

Culture

Competitors
The latter would comprise the competitive landscape, which includes those elements that are
important in making this decision, even if you are planning a short-term stay.
This applies equally to business decisions. For example, a company manufacturing metal frames
that supported handles of plastic bags used in the supermarket or drug store, the company performing
well and is looking to expand, the executives wrote a business plan and submitted it to the bank. The
bank was sufficiently impressed and agreed to give them the loan, provided they would improve the
market section. They asked the company to provide sufficient market intelligence to satisfy the bank’s
demand to determine how viable the market was, going forward.
The company performed an industry assessment with market size (current and growth trends),
distribution channels, competitors and comparable product information for each, and a summary on
the industry and how it’s changing: That was one, and even that included far more than only
addressing competitors.
Next they reviewed and analyzed all the other industries that could impact their success, which
led them to look at five other industries, the entire business environment as it applied to them.
● Supermarket business
● Packaging industry
● Plastics industry
● Petroleum industry
● Environment
After evaluating all these additional industries, the company had a comprehensive and realistic
overview of the entire competitive environment, a conclusion that gave the bank the confidence to
approve the loan.
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The bonus was that the company also used this information for strategic and marketing purposes.
Further, because of the thorough intelligence they now had, they gained even more confidence about
expanding, moving faster and more aggressively, thereby increasing sales sooner and at a greater pace
than previously.
If they had only looked at competitors, would that have been sufficient? We are sure it would not,
and the company and bank obviously agreed that a broader, macro view was more advantageous.
Excluding any one of these industries could have posed a serious challenge to a realistic understanding
of what the company might face. After all, the purpose of CI is to support the development of more
resilient, more robust strategies and tactics and to minimize risk. A narrower focus will not help
achieve that purpose.

External Perspective
When a company focuses on the entire competitive landscape, it includes the changing market
place, which every business must do. The market place is not merely about the action of competitors,
rather, it is about customer demands.
McDonald’s is famous for constantly re-examining the market and exploring its customer’s
preferences. The company regularly changes its offerings and experiments with new products –
breakfast foods, chicken products, salads and now high quality coffee. It’s ironic that McDonald’s is
frequently mocked for its latest product du jour, because that is exactly what we are in marketing
applaud – test, test, test. It’s the only way to know what the customers will buy vs. what they say they
want.
How did McDonald’s make the seemingly absurd decision to compete against coffee giant
Starbucks? The fast food chain noticed that customers were buying their food at McDonald’s, then
going to convenience stores for water and other bottled drinks, and then to Starbucks for coffee.
McDonald’s started adding these beverages because its customers wanted them, and they could now
find them all in one place. The company was responding to its customers. It was not going after
Starbucks. Neither Starbucks nor McDonalds ever thought the other was in its circle of competitors.
That’s how business is changing today; and that’s what CI reveals. To put the Competitive vs.
Competitor discussion into perspective, a competitor analysis of Starbucks would not have included
McDonalds, nor vice versa.
This needs for a broader approach and external view is made patently plain – a credit card
company – which made a decision to enter the campus card market. This company believed that its
competition consisted of other credit card issuers, companies in the same category. The reality of the
market place painted a much different picture. The big surprise was that several other industries were
also competing in that market space; in addition, there were threats from alliances among these
different industries and from system integrators. For this company, competitors included industries it
had never considered – banks, telecom, hardware and software providers, and a university that had
been successful in this market and in mentoring new comers.
The playing field included a completely different set of competitors, which meant that the
company had no idea of the unexpected risk. Within the university itself, there were two customer
segments – the Administrators and the Students and the two group’s expectations and priorities were
totally opposite.
The issue of different priorities can be dealt with if you are aware of them and accept this
unexpected challenge. The company ultimately pulled out of that arena after unsuccessfully spending
tens of millions of dollars.
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There is a belief that the most successful companies know their market. But do they? The firms
that understand the difference between the competitor and competitive landscapes and that monitor the
latter are the most likely to succeed. The best competitive advantage and least risky strategy is to
know your industry broadly, narrowly and deeply and to be aware of all the external forces that affect
your ability to succeed. Even if you believe that your competitors are the most important focus, that
does not make it so. In extremely competitive times and declining economic periods, reducing risk is
even more critical.
By limiting your efforts to that single element – competitors – you are similarly limiting
understanding of your market. After all, “To be master of any branch of knowledge, you must master
those which lie next to it, and, to know anything, you must know all”.

Start with the Customers, Not the Competitors
Management Guru – Peter Drucker said “The purpose of business is to create and keep a
customer”. Obviously, right? Companies that provide prospects with what they want are rewarded
with sales, customers and market share. Simple!
Why is it so difficult for so many companies to understand?
It’s hard to give your customers what they want, without having an objective, external, broad
understanding of what is happening in the entire market place and not just in your industry. The key to
discovering that landscape lies in having the right knowledge, insight and understanding, and that
means getting the right intelligence, supplemented with observations, broad reading and traditional
market research.
Building Customer Relationship – This requires doing due diligence to understand customer
needs. It’s not technology, it’s not software; it’s taking the time and effort to find out how customers
are changing and how you can serve them better and sooner than your competitors.
“Customers are more knowledgeable and more powerful than competitors”, “Innovation
Predictions 2008” – “The Customer is King” – “Customers replace competitors as the key reference
point for corporate strategy” as observed in Trendwatching.com. “Customer expectations are often set
outside your own industry. Limiting yourself to your own industry will make you miss important
changes in customer expectations, and will thus put you at risk of disappointing or even annoying
customers”.
Wal-Mart is the most successful retailers of the 20th century. Sam Walton built his company by
focusing on small communities that were underserved and overcharged. He recognized that delivering
what the customer wants was one of the keys to success. Walton repeatedly said, “You guys
(manufacturers) are always trying to sell me more Tide. I really don’t care if I sell Tide or Fab. “I just
want to sell what the customer wants” The focus has to be on the customer, who can fire his or her
provider, at will.
Buyer/Customer power both drives industry prices down and establishes a baseline for the value
firms must offer in order to compete, as the figure illustrates.
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..................
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Figure 1.17: How Buyer/Customer Power Affects the Transaction with the Customer?

Buyers/Customers are powerful when they can force a firm to increase the value it provides
without increasing its price or to decrease the price it charges at the same value offered. In the first
case, as price goes down, the firm’s profit obviously decreases. In the second case, higher value may
increase cost, which lowers the profits of the firm.
A good example of buyer/customer power in action occurred in the transformation of durable
goods industries in Europe and the United States, such as automobiles and copiers, in the 1980s and
1990s. These buyer industries were highly concentrated with few firms and at the same time received
inputs from highly competitive component markets. The transformation occurred as many large firms
in the buyer industries (e.g., Ford in autos, Xerox in copiers), under pressure from low-cost Asian
competitors, reduced the number of their component firms to gain greater control over price and
quality. Attrition in the component industries was whopping, with usually only 10 percent of the firms
surviving. The buyers asked the remaining component firms agree to reduce their prices every year by
a target amount and at the same time introduce significant changes in their operations to increase their
quality. Those that were unwilling were removed from the selected supplier list. These mandates
increased the buyer’s surplus by raising value and lowering price.
Buyer/Customer power arises when competing suppliers offer roughly the same value and price.
Given this condition, seven factors determine how much power buyers have:
● Buyer concentration
● Market Growth Rate
● Percentage of product sold to the buyer
● Strategic importance of the buyer to the firm
● Strategic importance of the product to the buyer
● Firm’s need to fill capacity
● Buyer’s credible threat of vertical integration
Some or all of these factors may be present in a buyer-supplier relationship.

The Customer is King
The customer is the single most important aspect of a company’s marketing strategy, “Placing
the Customer at the center” delivers sustained organic growth and profits, no matter whether your
business is consumer products, services or business-to-business industrial products.
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“The most important part of the system is the one in the middle: the customer….. everything
begins and ends with the customer. In this new century, the customer is King, and that fact trumps
anything a company can say about itself.

What about the Competitor?
Obviously, we cannot ignore the competitor.
A focus on competitors is shortsighted, because competitors don’t buy your products – customers
do. Customers not only buy your product or service, they provide the most useful information if you
listen. They will tell you and they want to tell you how to serve them better. They offer ideas for new
products, features or improvements; they tell you about problems with the existing offering; and they
suggest alternative uses. A decision to focus more on customers than on competitors will yield far
greater benefits to the company.

The Supplier Aspect
Paying attention to what is happening to them and to their industry provides a better picture of
how your raw materials may be impacted and whether others are starting to encroach on your playing
field. Your suppliers have an interest in the direction of your industry and that makes them a good
source of information for any trends or threats. Suppliers include raw materials and packaging.
Supplier power is the flip side of buyer power. The firm is now the buyer and wants to be
powerful over its own suppliers as a customer (see figure).
Decrease Value

Powerful Suppliers

––––––
––––––
––––––
––––––
––––––

Value to the Firm

Price
Increase Costs

..................
..................
..................

Cost

Figure 1.18: How Supplier Power Affects the Transaction with the Customer?

The ideal situation for the firm is to have weak buyers, so that it can charge higher prices, and
weak suppliers, so that its input costs are low. This is the classic situation of buy low-sell high.
Suppliers set the baseline for the input costs of firms in an industry. If input prices increase above
the price a firm can charge its customers, the firm goes out of business. Alternatively, if the firm’s
customer demands a lower price and suppliers will not lower their prices, the firm fails.
Also, relationships with suppliers can affect the value the firm offers its customers. This
influence can be important when an input’s value is based on technology, quality, delivery or service.
Powerful suppliers can lower the value they provide, for example, by lowering service levels,
stretching out delivery times, or reducing the performance of the product.
Given this, the following factors determine how much power suppliers have:
● Supplier concentration
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Percentage volume sold to the firm
Strategic importance of the Supplier to the firm
Strategic importance of the firm to the supplier

Distributors
Aside from learning the obvious – the preferred channels and why they are preferred – distributor
analysis can show you how the buyers are reached and from whom they buy (i.e., direct sales people,
distributors, value added resellers, etc.).
Distributors offer much more than a channel. For many industries, distributors are the buyers;
they are the portal to other customers. They know what works in the market place and can identify the
barriers to market entry. They know what the competitive strategies are, and they have an even better
understanding of the customer’s wants and needs.
Why do they share this information? Because they are ever hopeful that someone, some company
out there, will be a valuable new addition to their stable. They don’t want to miss out on what might
be the next hot company. Even more significant, distributors can help you assess, almost better than
anyone else, the market place.

1.25 THE COMPETITOR LANDSCAPE: DIRECT, INDIRECT AND
SUBSTITUTE COMPETITORS
Competitors are any business that attracts your customers or potential customers.
Direct

Companies offering the same or similar products or services to the same or similar
customers.

Indirect

Companies in related industries or with related capabilities (primary or secondary)
who are selling the same or similar products and services.

Substitute

Companies in different industries offering the same or similar products and services.

Substitutes
The management easily and constantly dismisses substitutes. After all, they think they are the
experts; the product or service is authentic; it’s the real thing. Why would anyone buy a substitute?
But customers do, and so it’s important that you understand who and what they are and why they matter.
Substitutes are any offering that your customers or users view as alternatives for your product or service.
The more important point to realize is that every substitute purchased is a sale that your company
did not get. It broadcasts that the differentiators or advantages of your product or service were not
conveyed or were not sufficient.
When it comes to the use of substitute products, it matters little what you think. It only matters
what the customer thinks.
Therefore when you study the competitive landscape, it is a good idea to find out if there is a
substitute product or service that will impact your strategy. Then figure out why it appeals to
customers who could/should be yours but are spending their money elsewhere. This is the real value,
determining their attraction, and weighing the option of adapting the substitute idea to your business.
Substitutes compete with the products in an industry without belonging to the industry itself. For
example, snowboards are a substitute for skis. Both are used to glide downhill on snow with energy
and grace, most of the time. But the athletic experience of snowboarding is different from skiing, so
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much so that many snowboarders stop skiing entirely. Skis and snowboards perform the same function
but not at all in the same way. Likewise, e-mail substitutes for regular mail, fax and telephone
conversation, each of which also substitutes for the others as means of communication.
The analysis of substitutes involves comparing the substitute’s buyer surplus to that of the
product. The result of this comparison determines in part the range of value and price that products in
each industry must offer to compete. Because they are outside the industry, substitutes are part of the
framework within which customers assign value to the industry’s product. So for those customers who
believe they can be active in either sport, the value of skiing is appraised within the context of
snowboarding. This means that as substitutes improve their value so must the firm increase the value it
offers in order not to lose its customers (see figure). Thus, if snowboards became easier and more fun
to ride, more skiers would switch to them. Likewise, if snowboards declined in price relative to skis, it
is possible that price-sensitive skiers would switch.
How should firms in an industry defend against substitutes? There are two ways. First, firms
compete against substitutes just as they do against rivals in their own industry; through innovation.
Improving value to the customer and reducing the cost to produce that value keep old customers and
attract new ones. Ski designs have become much more innovative since snowboards were introduced,
making skiing both a more extreme sport for experts and an easier sport to learn for novices. A second
means of defending against substitutes is to increase customer switching costs. Buyers will remain
loyal to a product when their costs of adopting a substitute exceed the benefits they could receive from
it. Even when the buyer surplus offered by a product is lower than that of its substitute, high customer
transition and learning costs will impede switching. No matter how much fun snowboarding appears
to be, many older skiers have not switched because of the learning costs involved.
Increase the value
required to compete
Powerful
Substitutes
Lower the Price
required to compete
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Figure 1.19: How Substitutes affect the Transaction with the Customer?

Complements
The value of many products increases with the availability of complements. Two products are
complements when they functionally enhance each other and their demand curves are therefore
positively correlated. There are a host of examples: The value of DVD players rose as more movies
and other types of entertainment became available on DVD disks. Extensive road systems made motor
vehicles more useful. High Definition Televisions and HDTV transmission equipment, have a positive
influence on each other’s demand. In fact, almost all products are embedded in systems of
complements. In some cases, complements are produced by the same firm. But this need not be so
since the resources and capabilities required to compete in complementary industries can be quite
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different. For example, Intel does not write operating system software, and Microsoft does not make
semiconductors. Yet the Intel Pentium chip and Microsoft’s Windows software are highly
complementary. Complements are those products that might enhance your own.
A good example of a firm that understands the value of complements is Intel. Intel’s internal
venture capital unit, called Intel Capital, invests in technology start-ups that not only are promising as
businesses but also have products that are complementary to Intel’s product lines. Because of Intel’s
superior technological expertise, the due diligence performed on these start-ups before they are
financed is deep and comprehensive. Thus, Intel rarely makes a poor investment. However, by far the
most important result of funding the start-ups is the support they give Intel’s products in their markets.
Intel calls the range of complements in which it invests a “market ecosystem”.

Technology
Technology often introduces new and sometimes unexpected competitors. The advent of the Internet,
for example, actually opened the market place for a Mumbai based paan wala
(www.muchhadpaanwala.com), who suddenly was able to provide his paans to customers world wide.
Technology allowed FedEx to “steal” the package business from the U.S. Postal Service.
MapQuest, Google Maps and other online mapping firms have done away with most paper maps and
the nearly ubiquitous GPS that is becoming available on many telephones may do away with even that
source. Then there are the electronic books.
Unquestionably, technology is having quite an impact and it makes the competitive landscape
much more uncertain. When looking at the broader competitive landscape, it is increasingly difficult
to ignore the new technological trends that may impact your product, service or industry either directly
or indirectly.

Demographics
There is little question that changing demographics can and will affect your business. On one
hand, for example, an aging population will impact health care, housing and housing construction, and
many areas of the retail sector. On the other hand, population growth (from both migration and
increasing fertility rates) is equally likely to affect your market. And these are not the only
demographic factors.
What is important here is to constantly monitor your market. Both market research and CI will
uncover the appropriate details. Who’s buying? What are their attitudes? What drives them? What are
the complaints and frustrations? Are they changing? If so, how? And can you change to meet their
needs and wants?
Demographics are part of the competitive environment. Include these.

Culture
This refers to a wide range of macro segments, including society, lifestyles and attitudes – broad
areas that are constantly changing. Issues that appear to dominate the news change regularly, from
rampant conservatism to uncontrollable spending to fear of germs. Cultural analysis provides an
opportunity to determine whether your products or services match up with current prominent concerns
and, if so, to reconfigure your marketing and advertising to fit with these shifts, if it makes sense for
your company.
We want and buy products and services that were unthinkable just a few years ago.
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Organisational culture is defined by the moves and expressive behavior of employees as they
direct thought and activity toward or away from the organisation’s goals. Cultural content includes the
official and unofficial values that individuals espouse and act on, the stories and anecdotes that
employees hear and pass on as guides for appropriate or inappropriate behavior, the rules of thumb
regarding decision making that are passed from one employee to another, and the resulting common
understanding of a wide range of problems and tasks that pervade the organisation over time.
David Kreps has argued that by creating focal points for decision making that are widely shared
across a firm, organisational culture narrows the choices available to individuals, leading to commonly
accepted decisions without extensive communication. The development of focal points through
organisational culture is especially valuable in a non-routine decision context. For example, when
employees face an unusual and challenging customer problem, the implicit rule in one firm may be
that they should go out of their way to help the customer, a practice for which Nordstrom, the upscale
department store, is well known. If customer retention is a key component of a firm’s key competitive
advantage, and the firm has developed a culture that perpetuates stories and rules of thumb that focus
on high customer service, then the culture supports the strategy and will improve its execution. On the
other hand, if customer retention is part of the strategy, but the firm has not developed a culture
focused on solving difficult customer problems, then the culture and strategy are not synchronized. In
this case, execution will be less effective.

Economy
Smart companies who spend the time to understand changing times figure out what customers
are doing and then adjust their products or services to serve that changed market place for the current
economic climate.

Industry and Government Regulations
Regulatory policy in many countries increasingly shapes the structure and conduct of industries.
This is happening in banking, pharmaceuticals, transportation and many other businesses.
Unquestionably, regulation (by Government or Industry) is the single biggest uncertainty that can
affect market decisions.
Companies that do not carry out their due diligence on pending or likely legislation that may
impact their new products or services or that choose to ignore those regulations, may well find
themselves in trouble, if not out of business.

Other Industries
All businesses are impacted to some degree by neighbor industries that are indirectly related to
their own.
You cannot know the whole truth if you cannot see the entire picture, and you cannot see the
entire picture if you focus on only one or two elements.
Open your eyes to what else is happening. Look at the broad picture inside and outside your
industry. Success depends on monitoring all factors that have the potential to impact your business.
Ultimately, firms create industries, not the reverse. As firms compete over time, they influence
each other through shifts in product value and price. With experience, firm’s costs become better
defined and common supplier markets emerge. Through increasing strategic interaction, the
companies begin to recognize their mutual dependence and their behavior and performance become
subject to a set of common industry forces. How these forces affect the firms in the industry and how
the firms respond is the focus of industry analysis.
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Industry forces are important because they affect how much money a firm makes. They influence
product price as well as the conditions for competing on cost and customer value. Forces such as
buyers and substitutes determine the lower bound of the value a product must offer. These factors also
influence the market price at which the offer is made. Firms whose products are too low in value or
too high in price simply can’t compete and must shape up or leave the industry. Another industry force,
suppliers, plays a strong role in determining both product value and cost. By reducing the benefit their
products provide, powerful suppliers push down the amount of value firms in the industry can offer
their customers; and by raising prices, dominant suppliers push up industry costs. Further the threat of
entry can cause firms in the industry to lower their prices or make commitments to keep potential
competitors out. The irony is that these defensive moves can ruin profits in the industry even as they
keep it safe from entrants. Finally, products that are complements (e.g., TV programming and TV sets)
can raise the value of the industry’s product to its customers. To emphasize how each of these forces
affects the firm’s market position (value, price and cost), we have diagrammed the relationship as we
have discussed each one of them.
Industry forces can be strong and enduring or weak and transient, and along with the
macroeconomic environment (e.g., regulation, interest rates), determine a level of performance around
which firms in the industry vary, based on their different strategies. The variance in firm’s
performance is due to: (1) the firm in an industry, (2) factors (e.g., buyers, suppliers, competition) that
are common to the industry, (3) the year of performance measurement and (4) unspecified, random
influences. Although the effect of a firm’s industry on performance varies by economic sector (e.g.,
transportation, manufacturing), in general, it appears to be quite significant.

How Industry Forces Influence Profitability
Industry forces may either decrease average firm profitability or increase it. From one point of
view, firms are essentially contentious; they fight over customers or over the spoils in a transaction.
This perspective has substantial face validity since markets are generally organized as competitions. In
fact, without rivalry, the basic notion of competitive advantage would have little meaning. Boeing
battles Airbus, HP and Lenovo go after Dell, Target fights Wal-Mart and so on. This is the traditional
view of industrial economics. But from a second perspective, there is much to learn from approaching
industry forces as sources of potential cooperation or coordination. The point of this approach is that
overall returns can be increased as firms benefit from cooperative practices such as getting standards,
sharing information and coordinating investments with companies whose products are complementary
to the industry.
Both the competitive and cooperative perspectives are useful. Industry forces act as powerful
constraints on performance and must be addressed by every firm. At the same time, there are typically
many opportunities for increasing average profitability through (legal) coordinated action.
CI findings explicitly describe areas that have not previously been known to the executive team.
The next step is to develop a plan that includes all factors of the business. Know all the forces that
affect your industry and customers; question whether they are still relevant; change what needs to be
changed; validate what you think is true; and learn what is no longer true and what is new.
The idea is to keep up with your customers and markets even if they shift.
In “Business @ the Speed of Thought: Using a Digital Nervous System ”, Bill Gates wrote:
“The most meaningful way to differentiate your company from your competition, the best way to put
distance between you and the crowd, is to do an outstanding job with information. How you gather,
manage and use information will determine whether you win or lose”.
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What & Why of CI
● CI = Business Information to manage and reduce the risk presented by internal and external
forces
● CI = The bridge between information and action
● A systematic and ethical program for gathering, analyzing and managing external
information that can affect your company’s plans, decisions and operations –SCIP
● An organized business activity that, with proper use, can positively impact your company’s
bottom line. It applies to all functional areas
● Both short-term and long-term
Firm Wide Implications
● Improve your Organisation’s knowledge of its respective markets, of emerging technologies
and/or trends
● Improve the quality of your products relative to the competition
● Improve communication across your Organisation regarding competitive activities
● Enhance confidence in strategic planning/operational decisions in marketing, research,
planning, sales and HR
● Facts:
– Research amongst Fortune 500 companies indicate that those placing a high value on CI
generally outperform their rivals in Key Performance Indicators(KPIs)
– Gross Margin
– Sustained Revenue Growth
Success Criteria
● Understand business needs and objectives (decision maker needs/wants/preferences, metrics
for success)
● Identify and access unique (ire) sources on a regular basis (uses secondary sources as a
springboard to primary)
● Distinguish between tactical and strategic intelligence (operational effectiveness vs. strategic
positioning)
● Manage diverse information resource types and formats
● Synthesize and analyze information (external and internal – recognize patterns,
interpret/clarify conflicting data)
● Develop a system for continuous monitoring (trends, competitors)
● Disseminate intelligence to decision makers (manage deliverables, expectations, provide
insights)
● Facilitate change (understand the business before making recommendations)
● Measure success on an ongoing basis
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CI Framework
Competitive Intelligence
Network
● Extensiveness
● Third Party Technique
● Homophily
● Issue knowledge
● Reciprocity Maintenance
● Promotion Effort

Organizing for CI
● Formal Structure
● Stability

Business Environment
● Recognition Systems
● Time Allocation
● Market Pressure

Search Process
● Comprehensiveness
● Timeliness
● Accuracy
● Efficiency

Information Environment
● Richness
● Divergence
● Information Value

Sense-Making
● Rapidity
● Confidence

Analyst Characteristics
● Job Continuity

Figure 1.20: Framework for Generating Competitive Intelligence
Situational Dimensions

Organisational Strategies

Information Need

Information Seeking

Information Use

Managerial Traits

Figure 1.21: CI Framework

Situational Dimension
● How complex is the environment?
● How rapidly is it changing?
● How strategic is the environment?
Organisational Strategies
● Michael Porter

Business
Performance
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●

– Differentiation
– Cost Leadership
– Focus
Organisational strategy is linked to the style and scope of environmental planning

Managerial Traits
● Senior managers scan the industry
● Functional managers scan within and beyond their specializations
Information Needs
● Customers, competitors, suppliers, distributors, retailers
● Political, Economic, Social-cultural, Technological factors (PEST)
● Scanning is focused on market-related sectors of the environment
Information Seeking
● Sources: internal and external; personal and non-personal sources
● Perceived source accessibility and quality
● A wide range of sources is used, but personal sources are important
Information Use
● Scanned information is used for
– Decision making
– Sense making
Organisational Strategies

Situational Dimension

Organisational strategy is linked to the
sophistication and scope of
Organisational scanning

Perceived environmental uncertainty is a
good predictor of amount of scanning

Information Needs
Scanning is focused on
market-related sectors of
the environment

Information Seeking
A wide range of sources
are used, but personal
sources are preferred

Information Use
Scanning information is used to drive
strategic planning and Organisational
learning

Managerial Traits
Upper–level managers scan more.
Functional managers scan within and
beyond their specializations

Figure 1.22: End Result

61

Shaping Business Strategy through Competitive Intelligence

CI Process & Tools

Define and
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Intelligence
Needs

Collate data from
primary & secondary
sources

Competitive
Intelligence
Decision
Making Process

Review if data
delivered the
required intelligence

Analyse data and create
scenarios

Disseminate
Intelligence

Figure 1.23: CI Process & Tools

Information
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Content
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Magazines
Newswires
SEC Filings
Websites Census
Market Research
Newspapers
Internal & External Experts
Vertical portals
News portals
Research shops

Business
Intelligence
Software
News Portals
Online Directories

Competitive
Intelligence

Competitor
Profilling
SWOT Analysis
Trend Analysis
Simulation
Forecasting
Monitoring
Tailoring
Archiving

Strategy

Communications
Brand Marketing Position
HRs Suppliers
Mergers/Acquistions
Financial

Figure 1.24: CI = Bridge between Information & Action

Tools & Techniques
Competitor Analysis
● SWOT Analysis
● Strategy hypothesis and alliance
● Competitors plans and intentions
● Competitor benchmarking
● Competitor response modeling

Business
Action

Product
development
Business
development
Public Relations
Marketing
information
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Market Intelligence
● Product/Market analysis
● Win/Loss analysis
● Customer segment analysis
● Competitor-customer value chain analysis
Financial Analysis
● Cash flow analysis
● Cost analysis-ABC/EVM
● Ratio analysis
● Credit debt analysis
● Sustainable growth rate analysis
Technology Assessment
● R&D, product and manufacturing analysis
● Technology forecasting
● Patent analysis
Environmental Assessment
● Regulatory and legislative analysis
● Political economic assessment
● Country risk analysis
Forecasting
● Statistical and econometric analysis
● Trend analysis and projection
● Quantitative, qualitative and stochastic
● Scenario analysis
Organisation Analysis
● Organisation and personality assessment
● Success/Failure analysis
Industry Analysis
● Industry segment analysis
● Strategic maps
● Structural and Trend analysis
● Distribution strategy analysis
● Share/Growth matrices
● VRM/SCOR analysis
● Counter intelligence
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Financial
Risk
Business
Continuity
Plan

Compliance
Risk

Strategic
Risk

Operational
Risk

Figure 1.25: Risks and Opportunities

Evaluate – High, Medium, Low: Consequence vs. Probability
Financial
● Daily transactions
● Cash flow implications
● Customer/Supplier credit facilities
● Impact of interest/foreign exchange
● Debt repayment rates
● General competitiveness
Compliance
● Legislative changes (health & safety, employment, taxation)
● Regulatory changes
● Impact of corporate social responsibility (e.g., better food labelling to prevent obesity,
“healthy” disposal of waste)
Strategic
● Effects of Merger & Acquisition activities
● Changes in market conditions (emerging technologies, demand vs. supply)
● Research & Development
● Industry changes
● Competitive shifts
● New entrants
Operational
● IT systems and data protection
● Supply chain
● Accounting controls
● Recruitment and retention
● Regulatory compliance

Competitive Intelligence

64

Go Forward- Action Plan
●
●
●
●
●

Decide what part you should play in the CI process
Think about what value you can bring to the CI process
Present and discuss your plans with senior management or the CI manager if you have one
Partner with other groups to achieve success
Remember, no one group can do it all!

“An Organisation’s ability to learn, and translate that learning into action rapidly is the ultimate
competitive advantage.” – Jack Welch, Former GE Chairman and CEO

1.26 WHY DO SO MANY COMPANIES FAIL AT COMPETITIVE
INTELLIGENCE?
CI is considered by many managerial decision makers to be critical in acquiring and sustaining
competitive advantage. Even with CI’s wide acceptance and proven efficiency, CI efforts in many
organisations seem to fall short of objectives at a dissatisfying rate. The function of CI is to provide
accurate, relevant, unbiased and timely intelligence of critical threats facing the organisation. Unless
this information is utilized properly, however, its aggregation and dissemination become little more
than wasted resources. The several factors that commonly contribute to CI failure are,
Undependable Industry Numbers: Often CI departments will incorporate data from other
organisational departments into their intelligence analysis. However, this data may be based on
inappropriate methodologies and may consequently be exaggerated or contain large gaps.
Secondary Tasks: In addition to internal endeavors, CI departments are often inundated with
numerous simultaneous requests from other departments. The core mission of the CI function becomes
neglected as the CI team wastes time and resources completing these secondary tasks.
Lack of Understanding: A general lack of understanding exists of what the best CI practices are
and how these practices need to be performed.
Unease: Misunderstanding about the nature of CI and discomfort with its application. Many
organisational departments are still uneasy about relying on CI due to the question of ethics.
Operational Inefficiencies and Red Tape: The requirements of the CI function are often
ambiguous in nature. The CI department therefore needs to be flexible and creative and cannot work
efficiently if the controls are too tight.
Departmental Restrictions: As CI is still considered non-essential by many, the supply of
resources to the CI department are often limited.
Perhaps the most important questions to consider when trying to decipher the reasons behind CI
failure within an organisation are: “How well do the corporate CI policies fit within the context of the
organisation?”, “Are these CI policies congruent with what the firm is trying to achieve?” and “Are
the individual pieces of the CI system complementary or consistent with other systems within the
firm?” An effective tool that can be used to answer these questions and to determine why CI efforts
fail is the Five Factor Model.

1.27 THE FIVE FACTOR MODEL FOR CI SUCCESS
The five factor model for CI success was originally proposed by James Baron and David Kreps.
The five factor model is a framework loosely based on Michael Porter’s Five Forces model of
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business analysis. Each of the five forces will influence the CI system in any organisation. The five
factors are External Environment, Workforce, organisational Culture and Structure, organisational
Strategy and Technology of Production and organisation of Work. Lack of congruence between any
one of these factors and the firm’s CI practices will ultimately lead to CI failure.

Culture &
Structure

Workforce

External
Environment

CI
Success

Strategy

Production &
Organisation

Figure 1.26: The Five Factor Model for CI Success

External Environment: The External environment component takes into consideration social,
political, legal and economic forces. Social forces are based on society’s widespread norms and
acceptances and consider the social responsibilities of the firm. Political forces are those that are
enforced and expected by both the corporation and the government. Legal forces concern the lawful
responsibilities of the organisation and the rights that its workers hold, both individually and as a
group. Finally, economic forces relate to conditions in the local labor market including the degree of
labor mobility and the competitive economic pressures the organisation may face. The social, political
and legal forces influencing CI endeavor to collectively address the concern of corporate ethics and
the maintenance of ethical standards.
Workforce: The workforce element concerns demographic factors such as social (or workforce)
homogeneity (i.e. workforce uniformity with respect to education, work experience etc). Work force
homogeneity also includes the skill set incorporated into the team. Demographic factors can also
seriously impede or enhance CI and strategy.
The skill set that the CI team leader possesses is vital to team success. It is important that CI
managers also possess heightened communication and organisational skills, as it is their role to
coordinate the CI function with that of the organisation. More importantly, the CI manager must build
effective networks with the organisation’s decision makers in order to clearly and effectively relay
project requirements to the team as well as communicate output from the team.
All team members need to possess certain skills to be effective CI professionals. They must be
creative and resourceful, have a passion for delving deeply into issues, and be able to deliver finished
intelligence products in a form that executives can utilize. The skill set of the CI team should
invariably incorporate a broad array of expertise.
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Organisational Culture and Structure: The organisation’s culture refers to the norms of
conduct, work attitudes and the values or assumptions that direct behavior in the organisation. It is the
structural and cultural aspects of the organisation upon which the application of CI is based. However,
although the organisation may have decreed that CI be an integral part of its structure, CI acceptance
and proper utilization may not necessarily ensue.
Other organisational departments may fail to understand the role and correct function of the CI
department. All too often, these departments inundate the CI division with unreasonable requests for
information. Such requests occupy valuable time and waste the organisation’s resources. Much of the
information requested is either a redundant duplication of a previously completed project requested by
an unrelated department or these requests are simplistic (but time consuming) data finding missions
that the requesting department should have researched for itself. The CI department’s function should
not be thought of as a “trivia-on-demand-service”. The function of the CI professional is not to simply
provide raw data but to recover, analyze and present findings in a format that can be used to influence
organisational strategy.
The threat to the CI department is that many a times the rest of the organisation does not
recognize its proper function.
Too often the requesting departments do not communicate their needs to the CI department
clearly.
In an attempt to overcome these cultural obstacles, CI practitioners must strive to exhibit or
achieve the following:
Organisational Strategy: Before adopting a CI initiative, the organisation’s distinct
competencies and long-term objectives should be considered. The question that needs to be asked in
this regard is “Do these factors support CI?” The CI function should be a recognized part of the
organisation’s core strategy and considered an essential part of the decision making process.
Intelligence must be “close enough to policy, plans and operations to have the greatest amount of
objectivity, integrity and judgment.” However, for a CI effort to succeed, the most important condition
to satisfy is acceptance by the organisation’s corporate decision makers. When used as intended, CI
can be a significant tool for strategic decision making. Often, managers “get stuck on internal issues
and forget about what’s going on outside.” CI provides a means to efficiently identify outside
concerns.
Managers often don’t know what to ask for or don’t understand what they receive.

What Managers should Expect from CI?
●
●
●

●

●

●

Analyzed answers and information, not trivia
Timely delivery. Intelligence must reach the right decision makers at the right time.
Accurate and defensible explanations for why certain competitive events are occurring and
what future situations may arise.
Intelligence that will enable better or different, implementation of a chosen strategy or
course of action.
Intelligence that will enhance the effects of a chosen strategy, or that can be used to diminish
the adverse effects of competitor actions.
Intelligence that will play a central role in the decision making process.

Managers often don’t know to use Intelligence or CI departments efficiently.
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Managers often have preconceived ideas about CI.
Technology of Production and Organisation of Work: The final element of the Five Factor
model encompasses a broader spectrum of ideas. It is not so much concerned with the available
technology per se, but more with the way in which labor inputs are converted to outputs. That is, this
element is mostly concerned with how tasks are organized and coordinated, not just by what machines,
if any, are utilized. This element contemplates the required skills of the employees, the monitoring of
employees and task ambiguity and creativity.
Required Skills: Despite the fact that many of the new CI recruits in organisation may be
extremely competent, it is vitally important that the organisation invest in the appropriate and
extensive training of employees that is necessary for the organisation’s CI function to succeed. The CI
department should also maintain selective hiring practices and choose only those individuals who
exhibit the proper talents and aptitudes required for the job. Employees should possess research and
analytical skills, knowledge of international business and culture, computer literacy and linguistic,
people and presentation skills.
Monitoring Employees and Feedback: To prevent failure, the CI department must keep track
of all its functions. To do this it should not only monitor its employee’s overall level of effort and
quality of work, but more importantly it should also track the feedback it receives from its customers.
Like all effective operations, CI departments require a system of controls to ensure employee
productivity. Controls should not be overly tight, however, as constraining employee activities may
inhibit creativity.
Customer feedback is essential to prevent CI failure. Without feedback regarding the usability of
intelligence produced, the CI department cannot make the needed and appropriate adjustments to the
product and process. Feedback will demonstrate when the expectations of customers are not aligned
with the understanding of the CI department. Providing accurate and useful feedback information will
enable the organisation to understand the CI department’s contributions and help justify its position,
budget and role. It is therefore vital to the success of the firm’s CI function that proper measures are
utilized to target customer needs.
Task Ambiguity and Creativity: The CI function requires unique individuals to effectively
carry out their roles. CI team members must be “the renegades within the organisation” who are
willing to “counter cultural attitudes, challenge conventional wisdom, question assumptions and
provide a provocative look at the competitive environment”.
However, the greater the level of job ambiguity, the harder it is to control performance. Tight
controls, at the team member level, can restrict creativity.
In order to avoid project failure, it is critical that the CI project leader maintain tight control over
the scope of the project and has a clear understanding of what the team is expected to accomplish.
The Project Controls used are Project Scope, Project Realism, Time frame, Communication.
By applying the Five Factor model, managers can adequately assess the fit of the CI department
within the organisation and determine where possible weaknesses may exist.

1.28 SUMMARY
●

In the (modern) business context, “the enemy” is the competition. But who (or what) exactly
is the competition? A short answer is “any person, body, organisation or corporation,
offering the same product or service now, or in the future (which you are also offering), or
who could remove the need for such product or service in the future”.
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●

●

●

●

●

●

●

●

●

●

Information is factual. It is numbers, statistics, scattered bits of data about people and
companies and what they have been doing that seems to be of interest. Intelligence, on the
other hand, is a collection of information pieces which have been filtered, distilled and
analyzed. It has been turned into something that can be acted upon. Intelligence is what
managers need to make decisions, not information.
The company that knows how to turn information into intelligence will succeed and those
that don’t – or who simply continue to rely on information as sources of inspiration – will
fail.
CI is not a function; it is a process. As a result it should appear in all aspects of your
business as one seamless process not relegated to one area, division or unit. Although the
main job of CI is to support management decision-making, having a formalized CI system in
place can help your company address many different issues.
Why now more than ever. We no longer live in the business world of our earlier
generations. The nature of business has changed so radically that they would not recognize it.
In fact, their drivers of business are no longer in play and new drivers are propelling
everything we do. Intelligence drives business and CI is a mechanism that allows us to use
this knowledge.
The Nuts and Bolts of CI. The basic unit of a CI system is the intelligence cycle. It is the
process by which raw information is turned into intelligence. The four steps are: 1. Planning
and Direction, 2. Collection, 3. Analysis, 4. Dissemination.
Setting Up a CI Unit? In many large companies the CI unit is placed in the strategic
planning office which reports directly to the top management. This makes the most sense if
the CI unit’s main job is to support strategic planning and in most companies this is the case.
In other companies you may find a CI unit in each business division, attached to a Senior VP
or President.
The future of CI. In the future, intelligence – based companies which have become efficient,
learning, prosperous entities will be one part of a larger, worldwide intelligence community.
This network will embrace countries, governments, social structures and individuals all of
which will be connected by the concept we call ‘intelligence’. Most important, this
intelligence will be based on open source information. There will be no need for any illegal
or unethical information collection.
In the future, everyone will be a collector of information and everyone will be a consumer
of intelligence.
Competitive Intelligence is an art (Intelligence Driven Strategy), science (analytical
techniques) and craft (learning from experience of managing and doing CI).
An effective CI Program (CIP) is one of the foundations on which strategies and tactics are
built, assessed and modified. CIPs can be defined as follows:

A CIP entails a continuously evolving integration of both formalized and informal processes by
which organisational members assess, disseminate and use key trends, emerging discontinuities, the
evolution of industry structure and the capabilities and behaviors of current and potential competitors
to assist in formulating and implementing strategy and tactics.
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CI is defined as: The process of developing actionable foresight regarding competitive
dynamics that can be used to enhance the speed and quality of decision making.

Actionable Foresight is the result of the:
Collection and analysis of information and the dissemination of intelligence products/services to
intelligence users on a timely basis.
Competitive Dynamics include:
Non-market factors, industry evolution, competitor rivalry, potential competitors, one’s own
organisation and the individuals making key decisions in those organisations.
● CSF Factors (CSF’s) are the critical factors or activities required for ensuring the success of
your business. CSF’s have been used significantly to present or identify a few key factors
that organisations should focus on to be successful.
Definition: “The limited number of areas in which satisfactory results will ensure successful
competitive performance for the individual, department or organisation”.
● The aim of Enterprise Intelligence is to create an intelligent and alert organisation.
Organisations achieve intelligence and alertness if they have been successful in transforming
the vast streams of data, information and knowledge into intelligence. Enterprise Intelligence
combines the three intelligence areas of Business Intelligence, Competitive Intelligence and
organisational Intelligence.
● The four new fundamentals and statements that form the CI solution are Business Idea,
Business Position, Business Performance and Cash Performance.
● Competing for Business: To know your Enemy, you must become your Enemy said Sun Tzu,
in The Art of War. Sometimes competing for business can seem like a battle, where the odds
are stacked against you and the odds of success are insurmountable. All is not lost however
CI is the key weapon in leveling the battle field and allowing you to compete with the
advantage of knowledge on your side.
● CI What you don’t know will hurt you
● In today’s complex and fast-moving world, what we need even more than foresight and
hindsight is insight.
– Napoleon Bonaparte
● Competitor Intelligence is merely one element in the business environment. Competitive
Intelligence is more expansive in that it considers all the elements that impact the company’s
success – customers, suppliers, distributors, substitutes, regulations, technology, the
economy, other industries, demographics, culture/societal issues and competitors.
● The Competitor Landscape: Direct, Indirect and Substitute Competitors. Competitors are
any business that attracts your customers or potential customers.
● Direct Companies offering the same or similar products or services to the same or similar
customers.
● Indirect Companies in related industries or with related capabilities (primary or secondary)
who are selling the same or similar products and services.
● Substitute Companies in different industries offering the same or similar products and
services
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In “Business @ the Speed of Thought: Using a Digital Nervous System”, Bill Gates wrote:
“The most meaningful way to differentiate your company from your competition, the best
way to put distance between you and the crowd, is to do an outstanding job with information.
How you gather, manage and use information will determine whether you win or lose”.
What & Why of CI? CI framework, CI Process & Tools, Techniques
The five factor model for CI success was originally proposed by James Baron and David
Kreps. Each of the five forces will influence the CI system in any organisation. The five
factors are External Environment, Workforce, organisational Culture and Structure,
organisational Strategy and Technology of Production and organisation of Work. Lack of
congruence between any one of these factors and the firm’s CI practices will ultimately lead
to CI failure.

1.29 ASSIGNMENT
1. Finding Data on Competitors: Find the size in revenues and profits and the financial and
technological position of the Himalaya Publishing House, a privately held company.
2. Project to be done in several parts: Choose one business in the firm or a well-defined
product line in the business and study a key competitor of that business or product line
using both the firm’s internal data on competitors (if and as available and without violating
the firm’s need for confidentiality) and publicly available data.

Part I: Analyzing the Industry and Competitor’s place in it
Companies compete in a multivariate world. As such, there is a need to portray competitive
dynamics in multivariate ways. Increasingly, visualization techniques are being used to convey
complex, multivariate messages. Your assignment is to develop a visualization competitor template
that captures the economic structure – both historical and current – of the industry in which it
competes as well as the focal firm’s place in that industry.
To complete this assignment you need to consider the following (among other factors) for the
development of the template:
● The key players in the industry, their relevant sizes and industry concentration ratios
● A five forces analysis
● The performance of the industry in revenues, profits and shareholder value
● The basic economics of the industry
● The strategies and performance of the competitor(s)
● Industry trends, key success factors
● Industry and firm value chains
You are encouraged to use a variety of techniques in this template:
● The combination of words, numbers, pictures, charts, dials etc
● Time dimension
● Animation
● Use of color
● Creativity

Shaping Business Strategy through Competitive Intelligence

71

The template is to be in PowerPoint or other graphical form and is to be comprised of no more
than five slides

Part II: Analyzing the Firm’s Market place Strategy
Identify the key competitor’s market place strategy. Prepare a presentation of no more than 15
PowerPoint slides that describes (a) your findings and (b) their implications for the chosen firm. The
slides must “speak for themselves”.

Part III: Value Chain, Capabilities, Organisation, Alliances
In this assignment, you may analyze any two of the following: (a) the competitor’s value chain,
(b) the competitor’s capabilities (primarily its technological capabilities), (c) its organisation, or (d) its
strategic alliances. Prepare a presentation of no more than 15 PowerPoint slides that describes (a) your
findings and (b) their implications for the chosen firm. The slides must “speak for themselves”.

Part IV: The Competitor’s Likely Future Strategies
Will the competitor maintain its current strategy, what direction will it most likely take, what
options are available to it, what are the implications of those options for us? Prepare a presentation of
no more than 15 PowerPoint slides that describes results.

1.30 SELF ASSESSMENT QUESTIONS
1. What factors should be taken into account in conducting a Competitor Analysis? How this
information can be used in developing an appropriate marketing strategy?
2. “Competitive Intelligence can provide an organisation a definite competitive advantage.
(a) Rationalize the above statement and explain how a firm can take advantage of
competitive Intelligence.
(b) What steps would you take to prevent your organisation from becoming a victim of
Competitive Advantage?
3. What is Competitive Intelligence and how does it help companies in making their marketing
decisions?
4. Write short notes on:
(a) Role of sales promotion in Competitive marketing
(b) Competing during economic slowdown
(c) Market driving vs. Market driven firms
(d) Competitive Segmentation
5. How has the Internet and Telecom revolution impacted the Business Models of the
following firms:
(a) Travel & Tourism Companies
(b) Book Publishers
(c) Matrimonials
6. Company X has a dominant share in the Indian sauce market and also owns a successful
brand in the category. Research showed that there was a need for sauce with unique taste
which could be taken with Indian as well as Western Snack foods. The company introduced
‘Tomi-Imli’, a new tomato sauce with tamarind and tangy spices. The product is targeted at
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7.
8.
9.
10.
11.
12.
13.
14.

15.
16.
17.
18.
19.
20.
21.
22.
23.

children in the age group of 14 years and above. As a Marketing Manager, which steps
would you like to take while launching this product? How will you conduct the test
marketing for this product?
Discuss the pricing techniques applicable to FMCG products being launched in a highly
competitive market.
Explain the ‘Push’ and ‘Pull’ strategies with suitable examples.
Focusing on the Airline industry, develop a list of strategic uncertainties and possible
strategic actions.
Big Bazaar is attempting to identify its competitors but wants to avoid competitor myopia.
Name some of its potential competitors from both industry and market point of view.
Describe the cycle of Competitive Intelligence and also describe its final product.
What Competitive Intelligence can do for your company?
What are Critical Success Factors (CSFs) and why is it important for firms to identify CSFs?
“The aim of Enterprise Intelligence is to create an intelligent and alert organisation”.
Enterprise Intelligence combines the three intelligence areas of Business Intelligence,
Competitive Intelligence and organisational Intelligence. How?
Are Competitive Intelligence and Competitor Intelligence synonymous? Put forth your ideas
and discuss.
What are the FOUR new fundamentals and statements that form the CI solution?
“Competitors are any business that attracts your customers or potential customers”. Write in
detail about the Competitor Landscape: Direct, Indirect and Substitute Competitors
“CI is not a function; it is a process”. Do you agree? Elucidate.
“Competitive Intelligence is the core of competitive strategy”. Describe.
Write in detail about the Five Factor model for CI success.
What is gathering and analyzing competitive Intelligence and why is it important for firms to
engage in it?
The strategic management process involves several essential tasks. Discuss each of these,
and explain the importance of these tasks to a competitive business.
What is Competitor Analysis and explain how you would go about constructing a strategic
group map for five firms in the same industry using the following information.
Firms
Annual sales (` ‘000)
Customer Satisfaction Index

A

B

C

D

E

1,00,000

7,50,000

5,00,000

3,00,000

1,00,000

0.65

0.75

0.9

0.4

0.75

24. A successful medium – size company in India with over 800 employees operates with the
following management structure: a Board of Directors, a Chairman, a Deputy Chairman, a
Chief Executive Officer, one General Manager for each of the five company divisions, two
Supervisor for General Manager plus a Corporate Planner at the head office. For strategic
purpose, the company decides to put in place an executive management team. As the firm’s
strategic planner, your services have been requested to:
1. Identify who should serve on the executive management team.
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2. Define the responsibility of the Board of Directors.
3. The role of the Board in strategic management, and
4. The role of the Managing Director.
25. ABC Inc. and XYZ Co. are both manufactures of computer equipment and accessories.
However, the two companies follow two different strategies. ABC Inc. follows primarily a
build-to-order strategy, where the customer orders the computer from a web page. The order
is then manufactured and shipped to the customer within seven days of the order.
In contrast, XYZ Co. follows a build-to-stock strategy, where the computer is first built for
inventory, then sold from inventory to electronic store retailers. The two strategies can be
seen in the difference between the inventory turnover and number of days sales in inventory
ratios for the two companies.
The following financial statement information is provided for ABC Inc and XYZ Co. for a
recent fiscal year (in millions).
ABC Inc.

XYZ Co.

Inventory, beginning of period

` 459

` 6,877

Inventory, end of period

` 576

` 7,750

` 45,958

` 69,178

Cost of goods sold

(a) Determine the inventory turnover ratio and number of days sales in inventory ratio for
each company.
(b) Interpret the difference between the ratios for the two companies.

1.31 CASE – ARTOS INDUSTRIES LTD.
Artos Soft Drinks Ltd, Kanpur was one of the leading soft drinks industrial unit during 1960s in
UP. Infact, the variety of soft drinks available in the market were few. The market in UP was rather
unorganised during 1960s. The transport facilities and other infrastructural facilities for marketing soft
drinks were not developed. The culture of the customers was not in favor of consumption of soft
drinks. Infact consumption of soft drinks was a luxurious item for most of the consumers during this
period in the region. Strategic themes of the company during this period include:
● Develop its brand as a major brand with market leadership.
● Sophisticated, yet efficient, operating systems.
● Create the awareness among consumers about soft drink consumption.
The company could implement the first strategy. It could become the leader in the area through
its niche strategy with a few followers. The company’s closest competitor was M/s. Raju Soft Drinks
Company, Bareilly. This company could not perform well in the market due to low demand and as
such offered a merger proposal with Artos Soft Drinks Ltd in 1971. The management of Artos Soft
Drinks Ltd accepted the proposal and executed the merger in 1972. The new company’s product range
include:
● Artos Orange
● Artos Lemon
● Artos Grape and
● Artos Pineapple
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The Company’s capital went up from ` 1 lakh to ` 50 lakhs, the sales increased from ` 15 lakhs
to ` 10 crores per year during the period between 1960 and 1975. The return on investment has gone
up from 18% to 24% during the period. Company also expanded its market to the neighboring States
during the period 1972 to 1975. During this period, environment was favorable to the company due to
the economic growth, population growth, increased awareness of the soft drink consumption and the
like.
Moreover, the environment was marked by the negligible competition in the soft drink industry.
The new brands of soft drinks like Goldspot (orange flavor), Lima (Lemon flavor), Kismet
(Pineapple flavor) were introduced in 1976 in different sizes, attractive bottles and attractive flavor.
Added to this, the new brands were advertised extensively. The high income bracket customers, who
generally consume soft drinks frequently, shifted their loyalty to the new brands. The new company
offered concessional price for bulk purchases for marriages and other functions. These factors created
threats to Artos Soft Drink Ltd. The company’s sales declined year by year and reached the lowest
level of ` 2 lakhs during 1980. The cost of sales was more than the sales revenue. The company was
unable to pay even the salaries of its employees during 1980.
The management called for a meeting of its Board of Directors to decide upon the future strategy
of the company. The Board of Directors considered several alternative strategies including:
● Conversion of soft drink manufacturing plant into beer manufacturing plant with additional
investment.
● Turnaround the existing company.
● Divesting the present company as it is.
● Merge with the new company.
The Board of Directors, after considering SWOT analysis of each of the above strategies,
selected the strategy of converting the existing plant and facilities to produce beer as the competition
in beer industry was significantly less. The company mobilised the additional capital through loans
and advances from the banks and the Board of Directors.
The process of conversion was completed in 1982. The company changed its name to Artos
Industries Ltd in 1982. The company followed the strategy of penetration pricing for the Artos Beer
and advertised the product extensively. The favorable marketing and environmental conditions and the
company’s strategies helped it to revive the company’s financial position by 1988. The company
could generate surplus cash reserves by 1989. The company, after the failure of its soft drink products,
was of the opinion that, it should have more than one type of business in its portfolio. The present cash
surplus position of the company enabled the Board of Directors to plan about a new business in its
portfolio. The BoD met in April’ 1989 and discussed about the different portfolios including related
and unrelated businesses.
Sri Ram Textiles, a loss-making company offered itself for merger with Artos Industries. Sri
Ram Textiles communicated the same offer to several profit-making and cash surplus companies in
early 1989. The BoD of Artos Industries Ltd., discussed the offer and decided to accept it in June’
1989. Sri Ram Textiles was merged with the Artos Industries in September’ 1989. The shareholders of
Sri Ram Textiles were given one equity share in Artos Industries Ltd of ` 10 fully paid for every 3
shares of ` 10 fully paid by them in Sri Ram Textiles.
The management of Artos Industries invested all their cash surplus and turned around their
textiles business. The textile business introduced a number of changes including new designs,
improving the quality, extensive advertising and reducing the prices. These strategies of the company
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had started producing the results in the form of increase in sales, gross profit and net profit since 1991.
The competition in beer business started intensifying from the year 1990. It reached its peak level in
1995. Artos Industries had been affected severely by the mounting competition. The company’s beer
unit’s sales declined drastically by 1995. Operating expenses were in excess of sales revenue. The
company’s management could not estimate the situation and also could not come out of the shock.
However, the management called for an urgent meeting of the BoD to discuss the issue and formulate
the future strategies.

Strategic Options Available
The strategic options available to the BoD were:
(i) Harvesting the assets of the beer business.
(ii) Turnaround the beer business by investing additional finances generated by the textile unit.
(iii) Merging the beer unit with the competitor’s unit; and
(iv) Firing the Chief Executive of the beer unit and appointing a new Chief Executive.

Questions
1. What went wrong with the organisation?
2. What strategic option you suggest and why?
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