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Learning Objectives:Learning Objectives:

 Understand how marketers identify primary 
competitors             p

 Understand how we should analyze competitors’ 
strategies, objectives, strengths, and weaknessesg , j , g ,

 Understand how market leaders can expand the 
total market and defend market share

 Understand how market challengers should attack 
market leaders

 Understand how market followers or nichers can 
compete effectively
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Th f Ch t ElThe essence of Chapter Eleven:
Building strong brands requires a keen understanding of competition  and Building strong brands requires a keen understanding of competition, and 
competition grows more intense every year. 

New competition is coming from all directions—from global competitors New competition is coming from all directions from global competitors 
eager to grow sales in new markets; from online competitors seeking 
cost‐efficient ways to expand distribution; from private label and store 
brands designed to provide low‐price alternatives; and from brand brands designed to provide low price alternatives; and from brand 
extensions from strong mega‐brands leveraging their strengths to move 
into new categories. 

One good way to start to deal with competition is through creatively 
designed and well‐executed marketing programs. To effectively, devise 
and implement the best possible brand positioning strategies, companies 
must pay keen attention to their competitors. Markets have become too 
competitive to focus on the consumer alone. 
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C titi FCompetitive Forces 

 Michael Porter has identified five forces that determine 
the intrinsic long-run attractiveness of a market or 

k t t i d t tit t ti lmarket segment: industry competitors, potential 
entrants, substitutes, buyers, and suppliers. The 
threats that these forces pose are as follows:threats that these forces pose are as follows:
 Threats of intense segment rivalry.
 Threat of new entrants Threat of new entrants.
 Threat of substitute products.
 Threats of buyers’ growing bargaining power Threats of buyers  growing bargaining power.
 Threat of suppliers’ growing bargaining power.
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Figure 11.1  Five Forces Determining Segment 
Structural Attractiveness
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Id tif i C titIdentifying Competitors

 The range of a company’s actual and 
potential competitors can be very broadpotential competitors can be very broad.

 There can be new emerging players in 
an industry

 Defining the industry: An industry is a  Defining the industry: An industry is a 
group of firms that offer a product or class 
f  d t  th t    l   b tit t  f  of products that are close substitutes for 

one another. 
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I d t Cl ifi tiIndustry Classifications:

1. Number of sellers
2 Degree of product differentiation2. Degree of product differentiation
3. Presence or absence of entry
4. Mobility 
5 Exit barriers5. Exit barriers
6. Cost structure
7. Degree of vertical integration
8 Degree of globalization
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8. Degree of globalization
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D fi i th C titiDefining the Competition:

 Competitors are companies that satisfy the 
same customer needsame customer need. 

 The marketing concept of competition is a 
broader set of actual and potentialbroader set of actual and potential 
competitors than just defined in product 
category termscategory terms.
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A l i C titAnalyzing Competitors

 Once a company identifies its primary 
competitors it must ascertain theircompetitors, it must ascertain their 
strategies, objectives, strengths, and 
weaknesses. 

 Strategies Strategies
 A group of firms following the same 

t t i i t t k t istrategy in a given target market is 
called a strategic group.   
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Figure 11.2: 
Strategic Groups 

the Majorthe Major 
Appliance 
Industry
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Obj tiObjectives:

 Once a company has identified its main 
competitors and their strategies, it mustcompetitors and their strategies, it must 
ask what each competitor is seeking in 
the marketplacethe marketplace. 
What drives each competitor’s behavior? 

 One useful initial assumption is that 
competitors strive to maximize profits.competitors strive to maximize profits. 

 A company must monitor competitors’ 
i l
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Figure 11 4 A Competitor’s Expansion PlansFigure 11.4 A Competitor s Expansion Plans
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St th d W kStrengths and Weaknesses:

 A company needs to gather information on each 
competitor’s strengths and weaknesses. 

 In general, a company should monitor three 
variables when analyzing competitors:

Sh f k t Share of market.
 Share of mind.

S f Share of heart.
 Companies that make steady gains in mind share 

d h t h ill i it bl k i i k tand heart share will inevitably make gains in market 
share and profitability. 
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Table 11.1Table 11.1 Customers’ Ratings of Competitors on 
Key Success Factors
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Table 11.2Table 11.2
Market Share, Mind Share & Heart Share
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Benchmarking to ImproveBenchmarking to Improve
Competitive PerformanceCompetitive Performancepp

Benchmarking involves 77 steps:

1 Determine functions to benchmark1. Determine functions to benchmark
2. Identify key performance variables
3 Id if b i l i3. Identify best‐in‐class companies
4. Measure their performance
5. Measure own performance
6. Specify programs & actions to close gap
7. Implement & monitor results



S l ti C titSelecting Competitors

 After the company has conducted value 
analysis and examined competitorsanalysis and examined competitors 
carefully, it can focus its attack on one of 
the following classes of competitors:

 Strong versus weak Strong versus weak
 Close versus distant
 “Good” versus “Bad”
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S l ti C tSelecting Customers

 As part of its competitive analysis, firms 
must evaluate its customer base andmust evaluate its customer base and 
think about which customers it is willing 
to lose and which it wants to retain. 

 One way to divide up the customer base One way to divide up the customer base 
is in terms of whether a customer is 
valuable and vulnerablevaluable and vulnerable.

Copyright © 2009 Pearson Education South Asia Pte Ltd 11-21



Table 11 3 Customer Selection GridTable 11.3  Customer Selection Grid
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C titi St t iCompetitive Strategies:

Classify firms by the roles they play in 
th t t k tthe target market: 

 Leader Leader.
 Challenger Challenger.
 Follower. Follower.
 Nicher.
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 Nicher.
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Fi  Figure 11.5

Hypothetical Hypothetical 

Market Structure
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Marketing Insight: When your competitor 
delivers more for less

 Companies offering the powerful 
combination of low prices and highcombination of low prices and high 
quality are capturing the wallets of 
consumers world-wide.  

 To compete, mainstream companies, To compete, mainstream companies, 
must reconsider the perennial routes to 
business success and concentrate onbusiness success and concentrate on 
differentiation and execution. 
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Competitive Strategies for 
M k t L dMarket Leaders

 To remain market leader:
1. Expand total market demand

2. Protect current market share

Increase market share even if market3. Increase market share, even if market 
size is constant
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E di th T t l M k tExpanding the Total Market

 Dominant firms gains most when the total 
market expandsmarket expands

1. Look for new customers OR
2. More usage from existing customers

 NEW CUSTOMERS are buyers who are 
unaware about product or resisting it
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N C tNew Customers

 Every product class has the potential of attracting 
buyers who are unaware of the product or who are y p
resisting it because of price or lack of certain features. 

 A company can search for new users among three 
groups:
 Those who might use it but do not (market-

penetration strategy).
 Those who have never used it (new-market 

t t t )segment strategy).
 Those who live elsewhere (geographical-expansion 

strategy)
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M UMore Usage:

 Usage can be increased by increasing the 
level of quantity of consumption or increasing 
the frequency of consumption. 
1. Increasing the amount of consumption can 

sometimes be done through packaging or product 
design.
I i f f i l id tif i2. Increasing frequency of use involves identifying 
additional opportunities to use the brand in the 
same basic way or identifying completely new andsame basic way or identifying completely new and 
different ways to use the brand. 
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M UMore Usage:

 To generate additional usage opportunities, a 
marketing program can communicate the 

i t d d t f i th b dappropriateness and advantages of using the brand 
more frequently in new or existing situations and /or 
remind consumers to actually use the brand as closeremind consumers to actually use the brand as close 
as possible to those situations. 

 Another potential opportunity to increase frequency of ot e pote t a oppo tu ty to c ease eque cy o
use is when consumers’ perceptions of their usage 
differ from the reality of their usage. 

 The second approach is to identify completely new and 
different applications. 
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D f di M k t ShDefending Market Share

 While trying to expand total market size, the 
dominant firm must continuously defend its do a t ust co t uous y de e d ts
current business. 

 What can a market leader do to defend its What can a market leader do to defend its 
terrain? 
By continuous innovation developing new By continuous innovation—developing new 
product and customer services, distribution 
effectiveness and cost cutting it keeps itseffectiveness, and cost cutting—it keeps its 
competitive strength and value to customers. 
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Responsive, Anticipative and 
C ti M k tiCreative Marketing

1. A responsive marketer finds stated need 
and fills itand fills it.

2. An anticipative marketer looks ahead 
into what needs customers may have in 
the near future.the near future.

3. A creative-marketer is a market-driving 
fifirm 
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Competitive Strategies for Market Leaders
– Defending Market Share

Akio Morita Akio Morita 
with an early with an early with an early with an early 
version of the version of the 

WalkmanWalkmana aa a

Refused to drop portable cassette player portable cassette player idea & said:
SS d ’t k td ’t k t SS t k tt k tSony Sony doesn’t serve markets, doesn’t serve markets, SonySony creates marketscreates markets

He was right: Walkman’s 20th year, Sony sold > 250 million units



St t i b D i t Fi

P iti d f

Strategies by Dominant Firm:

 Position defense
 Flank defense
 Preemptive defense
 Counteroffensive defense Counteroffensive defense
 Mobile defense
 M k t b d i Market broadening
 Market diversification

 Contraction Defense
 Strategic withdrawal
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E di M k t ShExpanding Market Share

 In many markets, one share point in 
market share is worth tens of millions ofmarket share is worth tens of millions of 
dollars.  

 However gaining increased market However, gaining increased market 
share in the served market does not 

t ti ll d hi h fitautomatically produce higher profits. 
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Figure 11.6  Six Types of Defense 
Strategies
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Competitive Strategies for Market 
Leaders – Defending Market Share

1. POSITION DEFENSE - most desirable 
market space in consumer’s mindmarket space in consumer s mind

2. FLANK DEFENSE - market leader to 
erect outposts in order to:
 Protect weak front or 

 As invasion base for counterattack As invasion base for counterattack
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Competitive Strategies for Market 
Leaders – Defending Market Share

3. PREEMPTIVE DEFENSE 

 To attack before enemy starts offense

W ill ti k t Wage guerrilla action across market

 Achieve a grand market envelopment Achieve a grand market envelopment
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Competitive Strategies for Market 
Leaders – Defending Market Share

4. COUNTEROFFENSIVE DEFENSE

L d t tt k f t ll Leader meet attacker frontally or

 Hit its flank or Hit its flank or 

 Launch a pincer movement Launch a pincer movement

 Exercise of economic/political clout
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Competitive Strategies for Market 
Leaders – Defending Market Share

5. MOBILE DEFENSE
 Leader stretches domain over new Leader stretches domain over new 

territories - future centers for defense & 
ff th hoffense through:

 Market broadening - shift focus from current Market broadening shift focus from current 
product to generic need

 Market diversification - shift into unrelated 
industries
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Competitive Strategies for Market 
Leaders – Defending Market Share

6. CONTRACTION DEFENSE 

 Planned contraction - strategic 
withdrawal:
 Large companies give up weaker territories Large companies give up weaker territories

 Re-assign resources to stronger territoriesg g
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E di M k t ShExpanding Market Share

 A company should consider four factors 
before pursuing increased market share:before pursuing increased market share:
1. The possibility of provoking antitrust action.
2. Economic cost (see Figure 11.7)
3. Pursuing the wrong marketing-mix strategy.3. Pursuing the wrong marketing mix strategy.
4. The effect of increased market share on 

actual and perceived qualityactual and perceived quality.
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Figure 11.7
The Concept of Optimal Market ShareThe Concept of Optimal Market Share
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Oth C titi St t iOther Competitive Strategies

 Firms that occupy second, third, and lower 
ranks in an industry are often called runner-up, 
or trailing firms.

 These firms can adopt one of two postures. 
 Each can attack the leader and others in an 

aggressive bid for further market shareaggressive bid for further market share 
(market challengers), 

 or they can play ball and not “rock the boat” or they can play ball and not rock the boat  
(market followers). 
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M k t Ch ll St t iMarket Challenger Strategies

DEFINING STRATEGIC OBJECTIVE & 
OPPONENTOPPONENT

 Market challenger needs to define g
strategic objective - increase market 
share

But, WHO should they attack?

Copyright © 2009 Pearson Education South Asia Pte Ltd 11-46



WHO t Att k??WHO to Attack??

1. The market leader
2. Firms of its own size

Not doing their job Not doing their job
 Underfinanced

3. Small, local & regional firms
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Fi G l Att k St t iFive General Attack Strategies

1. Frontal
2 Flank2. Flank
3. Encirclement 

B4. Bypass
5. Guerrilla Warfare

 Diversifying into unrelated products.
 Diversifying into new geographical markets Diversifying into new geographical markets.
 Technological leapfrogging into new 

technologies
Copyright © 2009 Pearson Education South Asia Pte Ltd

technologies 
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Market Challenger StrategiesMarket Challenger Strategies

1. Frontal Attack: 

 Pure frontal attack, attacker matches 
t’ d t d ti i iopponent’s product, advertising, price 

& distribution& distribution
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Market Challenger StrategiesMarket Challenger Strategies

2. Flank Attack: 
 Enemy’s weak spots - natural target
 Segmental attack serve uncovered Segmental attack - serve uncovered 

market needs

 Geographic attack - area opponent 
underperforms
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Market Challenger StrategiesMarket Challenger Strategies

3. Bypass Attack
M t i di t lt t t Most indirect assault strategy 

 Bypass enemy & attack easier marketsBypass enemy & attack easier markets 
to broaden resource base
1 Diversify unrelated products1. Diversify - unrelated products
2. Diversify - new geographical markets
3. Leapfrog - new technologies - supplant 

current products
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By pass attack strategyBy‐pass attack strategy

A Gatorade ad with the soccer 
star Mia Hamm. 

In a bypass strategy
against Coca-Cola, Pepsi bought 
the Quaker Oats Company, 
owner of
Gatorade Thirst Quenchers, 

hi h h h l hwhich has a much larger share 
of the sports drink market than 
Coca-Cola’s Powerade.
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Market Challenger StrategiesMarket Challenger Strategies

4. Encirclement Attack
Capture wide slice of enemy’s territory Capture wide slice of enemy’s territory 
through a “blitz”

5. Guerrilla Warfare
 Wage small, intermittent attacks to harass 

& demoralize opponent & before securing& demoralize opponent & before securing 
permanent footholds
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Ch i ifi tt k t tChoosing a specific attack strategy

 The challenger must go beyond the five broad 
strategies and develop more specific 
t t istrategies. 

 Any aspect of the marketing program can 
serve as the basis for attack such as lowerserve as the basis for attack, such as lower-
priced or disconnected products, new or 
improved products and services, a wider p p ,
variety of offerings, and innovative distribution 
strategies
A h ll ’ d d A challenger’s success depends upon 
combining several strategies to improve its 
position over time
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Challenger strategies by Samsung
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Other Competitive Strategies
M k Ch ll S i‐Market‐Challenger Strategies

CHOOSING A SPECIFIC ATTACK STRATEGY:

• Price discount
• Lower priced goodsLower priced goods

• Value‐priced goods & services
• Prestige goods• Prestige goods

• Product proliferation
P d i i• Product innovation

• Improved services
• Distribution innovation

• Manufacturing‐cost reduction
• Intensive advertising promotion
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M k t F ll St t iMarket Follower Strategies

 Product imitation might be as profitable as 
product innovation. 

 Many companies prefer to follow rather 
than challenge the market leader. 
“C i ll li ” “Conscious parallelism” 

 A market follower must know how to hold 
current customers and win a fair share of newcurrent customers and win a fair share of new 
customers. 

 Each follower tries to bring distinctive Each follower tries to bring distinctive 
advantages to its target market—location, 
services, and/or financing. 
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Market-Follower StrategiesMarket-Follower Strategies

4 b d t t i di ti i h d4 broad strategies distinguished:
 Counterfeiter duplicates product Counterfeiter - duplicates product 

 Cloner - slight variations g
 Eg Tsingtao beer in Tsingitao & Tsingsuntao

 Imitator - differentiation in packaging, 
advertising pricing locationadvertising, pricing, location

 Adapter - adapts or improves product
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Berjaya Times Square, Malaysia:Other Competitive Strategies
‐Market‐Follower Strategies

Dairy QueenDairy Queen
  flon one floor

Its imitator, Dairy KingDairy King -- same spot on next floor



M k t Ni h St t iMarket-Nicher Strategies

 Small firms target small markets that are 
of little/no interest to large firms

 Create expand & protect niches Create, expand & protect niches

 Offer high value, premium price, low g , p p ,
production costs & a strong vision

 Multiple niches increases chance of 
survival
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Wh i Ni hi P fit bl ?Why is Niching Profitable?

 The main reason is that the market 
nicher ends up knowing the targetnicher ends up knowing the target 
customers so well that it meets their 
needs better than other firms selling to 
this niche. 

 The nicher achieves high margin, 
whereas the mass marketer achieveswhereas, the mass marketer achieves 
higher volume. 
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Th t k f th Ni hThree tasks of the Nicher:

1. Creating nichesg
2. Expanding nichesp g
3. Protecting nichesg
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Balancing Customer & Competitor 
Orientations – Competitor-CenteredOrientations – Competitor-Centered 

Companies

Competitor-Centered
PLUS D l i t fi ht PLUS: Develop into a fighter

 Constant alert- weakness -competitors’ & its p
own

MINUS B t ti MINUS: Become too reactive

 No consistent, customer-oriented strategygy

 Moves based on competitors’ moves
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Balancing Customer & Competitor Orientations –
Customer-Centered Companies

Customer-Centered Companies
 Better position to identify new opportunities

 Set a course - deliver long-run profits Set a course deliver long run profits

 Monitor customer needs

 Decide which groups & emerging needs are 
importantimportant
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C C CCustomer-Centered Companies

 Eg: Founder of Amazon.com:

 “… obsess over our customer & not our 
titcompetitors. 

 watch our competitors learn from … watch our competitors, learn from 
them,

 … never going to obsess over them”
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Fi l Di iFinal Discussion:

Marketing Debate – How Do You Attack a Category 
Leader?

Attacking a leader is always difficult. Some strategists
recommend attacking a leader “head-on” by targeting 
it t th Oth t t i t di & dits strengths. Other strategists disagree & recommend 
flanking & attempting to avoid the leader’s strengths.
Take a position: The best way to challenge a leader isTake a position: The best way to challenge a leader is 
to attack its strengths versus the best way to attack a 
leader is to avoid a head-on assault & to adopt a 
fl kiflanking 
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Fi l Di iFinal Discussion:

Marketing Discussion

Pick an industry. Classify firms according 
to the four different roles they might play: y g p y
leader, challenger, follower, and nicher. 

How would you characterize the nature ofHow would you characterize the nature of 
the competition? Do the firms follow the 
principles described in the chapter?p p p
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