
Competitive Strategy Techniques For
Analyzing Industries And Competitors
In today's highly competitive business landscape, companies need to have
a clear understanding of their industry and competitors in order to develop
effective strategies for success. Competitive strategy techniques provide a
framework for analyzing industries and competitors, identifying
opportunities, and developing strategies that give a company an edge over
its rivals.

Porter's Five Forces Analysis

One of the most widely used competitive strategy techniques is Porter's
Five Forces Analysis. This framework identifies five key forces that shape
the competitive landscape of an industry:

1. Threat of New Entrants: This force assesses the ease with which
new companies can enter the industry. Factors to consider include
barriers to entry, such as economies of scale, brand loyalty, and
government regulations.

2. Bargaining Power of Suppliers: This force measures the power that
suppliers have over companies in the industry. Factors to consider
include the number of suppliers, the availability of substitutes, and the
importance of the supplier's products or services to the industry.

3. Bargaining Power of Buyers: This force measures the power that
buyers have over companies in the industry. Factors to consider
include the concentration of buyers, the availability of substitutes, and
the importance of the buyer's purchases to the industry.



4. Threat of Substitutes: This force assesses the threat posed by
products or services that can replace those offered by companies in
the industry. Factors to consider include the availability of substitutes,
the price and quality of substitutes, and the switching costs for buyers.

5. Rivalry Among Existing Competitors: This force measures the
intensity of competition among existing companies in the industry.
Factors to consider include the number of competitors, the market
share of each competitor, and the level of product differentiation.

By analyzing these five forces, companies can gain insights into the
competitive dynamics of their industry and identify opportunities for
competitive advantage. For example, a company that operates in an
industry with a high threat of new entrants may need to invest in barriers to
entry to protect its market share. Alternatively, a company that operates in
an industry with a high bargaining power of buyers may need to develop
strategies for reducing the power of its buyers.
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Another popular competitive strategy technique is SWOT Analysis. SWOT
stands for Strengths, Weaknesses, Opportunities, and Threats. This
framework helps companies to identify their internal strengths and
weaknesses, as well as the external opportunities and threats that they
face.

Strengths: These are the positive attributes that a company has, such as
its brand recognition, customer loyalty, or technological expertise.
Strengths can be used to build competitive advantage by leveraging them
against competitors.

Weaknesses: These are the negative attributes that a company has, such
as its high costs, weak distribution network, or lack of product
differentiation. Weaknesses can be exploited by competitors, so it is
important to identify and address them.

Opportunities: These are external factors that could provide a company
with an advantage, such as the emergence of a new market or the decline
of a competitor. Opportunities should be evaluated carefully and pursued
when possible.

Threats: These are external factors that could pose a challenge to a
company, such as the entry of a new competitor or the development of a
new technology that makes a company's products obsolete. Threats should
be monitored closely and strategies developed to mitigate their impact.

By conducting a SWOT Analysis, companies can gain a clear
understanding of their own capabilities and the challenges that they face.
This information can then be used to develop strategies that capitalize on
strengths, address weaknesses, exploit opportunities, and mitigate threats.



Value Chain Analysis

Value Chain Analysis is a competitive strategy technique that helps
companies to identify and analyze the activities that create value for
customers. The value chain is a series of activities that a company
performs to produce, market, and deliver its products or services. It can be
divided into two main categories: primary activities and support activities.

Primary Activities: These activities are directly involved in the creation
and delivery of a company's products or services. They include:

Inbound Logistics: The activities involved in acquiring raw materials
and other inputs.

Operations: The activities involved in producing the company's
products or services.

Outbound Logistics: The activities involved in distributing the
company's products or services to customers.

Marketing and Sales: The activities involved in promoting and selling
the company's products or services.

Service: The activities involved in providing support to customers after
they have purchased the company's products or services.

Support Activities: These activities support the primary activities. They
include:

Firm Infrastructure: The activities involved in managing the
company's overall infrastructure, such as its financial resources,
human resources, and technology.



Human Resource Management: The activities involved in managing
the company's employees.

Technology Development: The activities involved in developing and
maintaining the company's technology.

Procurement: The activities involved in acquiring raw materials and
other inputs.

By analyzing the value chain, companies can identify activities that add
value for customers and those that do not. This information can then be
used to develop strategies that improve the efficiency and effectiveness of
the value chain. For example, a company may identify an opportunity to
reduce costs by streamlining its procurement process. Alternatively, a
company may identify an opportunity to increase customer satisfaction by
improving its after-sales service.

Competitor Analysis

Competitor Analysis is a competitive strategy technique that helps
companies to understand the strengths, weaknesses, and strategies of
their rivals. This information can be used to develop strategies that exploit
the weaknesses of competitors and build upon the company's own
strengths.

Competitor Analysis typically involves gathering information about a
competitor's financial performance, market share, product offerings,
marketing strategies, and customer service. This information can be
obtained from a variety of sources, such as company websites, financial
reports, industry publications, and market research firms.



Once the information has been gathered, it should be analyzed to identify
the competitor's key strengths and weaknesses. This information can then
be used to develop strategies that capitalize on the competitor's
weaknesses and avoid their strengths. For example, a company may
identify an opportunity to gain market share by offering a product that is
differentiated from the competitor's products. Alternatively, a company may
identify an opportunity to reduce costs by identifying a more efficient way to
produce its products than the competitor.

Competitive strategy techniques provide companies with a framework for
analyzing industries and competitors, identifying opportunities, and
developing strategies that give them an edge over their rivals. By
understanding the competitive landscape of their industry, companies can
make informed decisions about how to compete effectively and achieve
success.
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