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Do You REALLY Know What
the Competition Is Doing?

Recently, a leading technical
provider in the life sciences arena
was blindsided by a competitor. Nat-
urally, the company had known this
competitor existed. but regarded it as
an snemic threat, at best. Although it
was gaining some market share, the
97-pound weakling had limited
resoutces and a technically infedor
product. So why worry?

Unfortunately, the company had
overlnoked the competitor's extensive
technical and business relationships.
A strong relationship with a lorge dis-
tributor (strong enough to include a
direct investment) enabled it to get
deep penetration into the market. An
agreement with a large European
manufacturer gave it not only entree
into the European market, but also
sccess to lower cost manufacturing,
Worst of all, the competitor had
linked up with other technical
providers and was bundling its prod-
ucts with theirs to create a complete
solution that would rival the compa-
ny’s own offering. The 97-pound
weakling had suddenly turned into
Charles Atlas.

That this company had missed its
competitor's metamorphosis is no
surprise. Few companies today pay
systematic attention to competitor's
business relationships. That's a big
mistake. Because companies no
longer depend solely an their own
resources (o achieve corporate goals,
each firm should be thought of as a
combination of all of its alliances and
relationships, in addition to s
known assets. Therefore, under-
standing how a company utilizes and
leverages its relationships is crucial
in understunding its strategies and
moves. Furthermore. awareness
the various relationships that exist in

your industry gives you a deeper
knowledge of how your industry
works and its future direction.
Effectively managing and under-
standing industry and competitive
corporate relationships requires that
vou identify, map, analyze, and plan.

Your in-house competitive intelli-
gence (Cl) department or a third-
party Cl professional should be
tasked with uncovering a target com-
pany's relationships (for mare infor-
mation about competitive intelli-
gence, see www.scip.org and
www.prg3.com). YouTl find that some
relationships are subtle or unan-
nounced while athers are publicly
disclosed, even promoted, by the
companies involved. Both have a sig-
nificant impact on the company’s
ability to perform.

Pay close attention to how the
competitor structures its products
and services to make such relation-
ships easy and fruitful. As an exam-
ple, note the difference between how
Microsoft and Apple approached this
area. Apple created a relatively
closed platform and put lots of con-
ventions and obstacles in the way of
its partners. Microsoft built the suc-
cess of Windows by creating an open
plutform, then recruiting companies
to provide solutions that worked with
It. These more subtle policies are
very telling of 5 comparny's relstion.
shilp strategy.

The relationships uncovered also
direet vou to valuable sources of sddi-
tional information about your target
company. These sources can be espe-
cially useful to those who are analyz-

ing privately held companies. For
example. if your target company s



privately held but deals with a public
company in a joint product develop-
ment deal, information about that
joint venture will often be publicly
available through the public compa-
nv's Securities and Exchange Com-
mission filings.

Map

After identifying all of a competitor’s
various relationships, map them in a
diagram that creates an accurate pic-
ture of that target company. White-
bouards, pen and paper. or your
favorite graphing software all work
equally well 1o illustrate the cate-
gories and functions of a company’s
relationships.

Relationship mapping is per-
formed ut two levels: corporate rela-
tionships and individual/personal
relationships. Each can provide valu-
able information about the target
company. For example, strategic
planning committees can use corpo-
rate relarionship analysis to dever-
mine competitors’ strategic direction.
A saleg executive can use personal

relationship analysis to dissect how a
competitor is leveraging personal
relationships to win sales.

Corporate relationships involve
formal and informal relationships the
company as a whole has with other
external entities. (See Figure 1.)
These relationships can reveal a great
deal about corporate strategies and
company capabilities. In order for
each relationship ro have value, infor-
mation must transfer between the
organizations. When this occurs, the
information is often publicly available
and can be collected through the
direct human source interviewing of
people within the partner company.
For example, although your competi-
tor might guard its product develop-
ment plans, a company it is partner-
ing with may be inclined to announce
advances and triumphs, often pro-
moting how its products fit into the
competitor's offerings.

Individual relationships are inter-
actions that individuals within an
organization have with peaple outside
or even within their company. (See

Figure 1. Corporate Relalionships

Figure 2.) Once these relationships
are identified, they can yield an
understanding of key decision mak-
ers’ thought processes.

By knowing with whom the key
individuals in a competing organiza-
tion communicate and from whom
they obtain their information, you
can profile their decision-making
processes, influence their decisions,
determine future strategies, and pre-
dict reactions to your own strategic
moves Mareover, connections
between individuals are often pre-
cursors to formal company relation-
ships. For example, two key execn-
tives who belong to the same profes-
sional organization are likely to
extend their relationship if their
companies happen to align. Knowl-
edge of such relationships can also
reveal additional sources of competi-
tive intelligence information on the
target company and aid in piecing
together how relationships on the
corporate level came together.

Analyze
New that vou hove o map, use ir!
Careful analysis can yield invaluable
insights. In fact, companies practical-
ly give away their strategies through
the relationships they form. Adam
Lieber of Mission Ventures notes, “If
[eompany decision makers] are doing
their job, their relationship choices
will relate to their corporate goals.”
Sa, for example, recently formed dis-
tribution partnerships with compa-
nies that have a sizable European or
Asian presence can indicate a com-
petitors’ future intention to enter the
overseas markets. New technical
alliances can indicate a change in
product direction. Connections
between individual investors, advi-
sors, and members of the board of
directors can highlight future
alliances, likely methods of opera-
tion, preferred business practices,
and even mergers with or acquisi-
tions by partner companies.

Your analysis should include an
assessment of how a competitor ben-
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efits or is hindered by its relation-
ships. Does the company have a pow-
erful distribution partner that gives
them additional distribution capabili-
thes? Has it pantnered with 8 compa-
ny that has encountered financial dif-
ficulties which may slow develop-
ment? Does it have a technical
sllianee with & company facing a
patent infringement lawsuit® Is the
company collaborating with others in
u different market scgment {(which
may indicate its intention to enter &
new market)?

Depending on the nature of vour
own corperate risk or competitive situ-
ation, use the following areas to guide
vour relationships analysis focus:

Technical
Sules
Distribution
Manufacturing
Marketing
Financial
Legal

Feed the relationship intelligence
gathered into your own strategic
decision making. Whether you are
benchmarking successful competitor
tactics or looking to exploit their
weaknesses, an understanding of
your competitors’ various relation-
ships gives you an edge. It allows you
to understand and map industry and
competitor movemenis.

Strategic planning that ignores
intelligence gathered through rels-
tionship analysis leaves your compa-
ny exposed to unseen comperitive
threats and company-ending risks.
For example, not knowing that your
primary competitor is acquiring one
of your main suppliers can be devas-
tating if your company is unprepared.
“Understanding partner relationchips
is crucisl in order to form effective

contingency plans,” warns Joe Lin of
Lombard Investments.

The good news for those trying to
monitar a competitor's relationships
is that the more benelicial o relo-
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Figure 2. Individual Relationships

rionship might be, the longer it will
have taken to form and the more
chances there will be to detect it
Alliances do not form overnight.
They are a result of time-consuming
and difficult negotiations. Relation-
ships such as joint product develap-
ment efforts, licensing agreements,
and joint ventures often develop over
vears before a p.ruduct is successful-
Iy brought to market. During that
time. many signals will indicate an
impending relationship. In addition,
the more relationships a competitor
has, the more information about its
strategies will “naturally” be Jeaked.
You can capture this information
and use it to forecast the competi-
tor's likely moves.

If vou are to capture it. however,
someone in your organization must be
responsible for manitoring these win-
tionships. That person or department
muist hive the experience. resources,
and training to carry out this impor:

tant task effectively. And they must

begin immediately—effective com-
petitors may begin to mask certain

strategic developments, so If you do

not begin gathering intelligence early,
you may learn too little too late.

Relationship analysis effectively
drives more intelligence into strategic
decision making, which will give vour
company a competitive edge. Under-
standing how your competitors refate
to and work with other organizations
provides a more accurate picture of
your competitive landscape. When
you take into account the sum of
these relationships, you can assess a
competitors’ full range of strengths,
weaknesses, and competitive posi-
tiuning. Without this piciure of your
competitive landscape, you are leav-
ing vourself vulnerable 1o mnpeﬁuw
forces and oblivious te Jost
ties. What you don't see is what nﬁm
hurts you the most, #
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