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In the March installment of this
column, we discussed product
positioning, differentiation and
the identification of niche mar-
kets from the customer’s per-
spective. This month, we focus
from the provider’s perspective
on competitive intelligence: 
techniques that can be used 
to gather and analyze informa-
tion about competitors,
customers and markets.

S ince there are alternatives
to your company’s offer-

ings, it is crucial to understand
how those alternatives are
positioned in the markets that you are
interested in or involved in. It is also
important to understand the inherent
potential of competing offerings to solve
new and different customer problems.
This implies a requirement to measure
the beliefs of both the customer and the
competition to create a viable product-
positioning map. We already learned in
the previous installment of this column
how to gauge the customer (and niche
markets). Now we can proceed to study
the behaviors and likely actions of the
competition. Gathering competitive intel-
ligence is generally thought of as a sys-
temic process, but it can also be thought
of in the context of a single project with
specific short-term goals and outcomes.

It is important to note that competi-
tive intelligence, as most companies con-
ceive of it, is the collection and analysis of
information acquired legally and ethi-
cally. It does not involve espionage or
stealing trade secrets or other intellectual
property. The Economic Espionage Act of
1996 makes the theft of trade secrets a
federal crime. Penalties include prison
time and large fines for individuals and
even larger fines for corporations. If the
crime involves a foreign institution, the
penalties are multiplied. Fortunately,
there is always so much information

available from legitimate sources that one
need never cross the line.

The keys to successful competitive
intelligence are: a clear statement of the
problem or of the goals of the process; a
system for collecting, processing and ana-
lyzing information; and output that helps
management make good decisions. Large
companies and even some mid-sized
firms have entire departments devoted to
carrying out such tasks. Some firms use
dedicated software to ensure that all
information is funneled to the analysts in
an orderly fashion. In a small firm, the
process is much less structured. The key is
to know what you want to learn; acquire
and analyze relevant information; and
generate probable scenarios to drive the
decision process.

Managers must make wise decisions
about resource allocation and growth
plans and they need to understand poten-
tial risk-adjusted investment returns.
Management is responsible for asking
good questions and requesting intelli-
gence to support good answers. The state-
ment of an intelligence problem might
include questions about the competition’s
cost structure, technology road map, key
personnel and corporate values. Other
important questions might be aimed at
helping anticipate what the competition

is likely to do when your firm
takes certain actions. The
goals of the process are gen-
erated by the management
team in its quest to accumu-
late the knowledge necessary
to make informed decisions.

Management’s require-
ment for specific knowledge
and answers leads the intelli-
gence team to generate a
work-breakdown structure
for the effort. This is straight-
forward project manage-
ment, and organization and
planning are paramount.
Some tasks are assigned to

internal team members and other tasks
are outsourced to consultants and spe-
cialists. Inside watchful companies, this
work is in addition to the normal day-to-
day intelligence gathering function pro-
vided by the staff.

The first set of tasks in executing the
competitive intelligence process is to
gather relevant information. If manage-
ment wants to learn about a competitor’s
capacity in a certain area, the team might
look to annual reports, Securities &
Exchange Commission filings, press
releases, speeches, trade publications, real
estate holdings, environmental impact
statements and even manufacturing time
studies, if gathered ethically. In many
cases, simply calling the competition and
their customers to ask questions can be a
great source of information. The data col-
lection process benefits greatly from the
varied perspectives of team members
from sales, marketing, finance, engineer-
ing and operations. An important com-
ponent of the data acquisition process is
to assign an objective weight to the infor-
mation so that subsequent analysts have a
calibrated indication of the quality and
concreteness of the data. Team members,
including consultants, must never mis-
represent themselves and they must not
misrepresent the reason for their requests.
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The output from the first set of tasks
may be a mountain of information that
must be organized according to the stated
goals. This phase is like putting together
a jigsaw puzzle that has far too many
pieces. For example, the raw informa-
tion might have been gathered to help
understand a portion of the intellectual
property map of certain competitors. It
could include U.S. Patent & Trademark
Office filings, recent journal articles by
the competition’s technologists, publica-
tion lists and resumes of recent new
hires by the company and direct discus-
sions with their sales, marketing and
engineering staff. It is the job of the ana-
lysts to sort through the puzzle pieces
and choose the ones that will lead to a
set of likely scenarios.

Another job is to synthesize probable
outcomes based on the data and the ana-
lysts’ experiences and to describe, in
detail, the impact of these likely scenarios
on your company and, perhaps, your cus-
tomers. The analysts must identify a set

of new company actions (or reactions)
and study the effects of these offensive
(or defensive) actions according to a spe-
cific timeline. In some cases, the analysts
might try a real market experiment to test
their assumptions. They might devise
simple business games to play out scenar-
ios internally; this can be fun, while help-
ing to reduce management’s decision
risk. Finally, the analysts must review
their outcomes to ensure they address
management’s specific problems and
goals. The team must arrange the conclu-
sions in a concise format to facilitate
review by the decision-makers. Large
companies have infrastructure to tackle
these issues, whereas small firms will rely
on effective smaller-scale approaches.

The level of effort must be commen-
surate with the task at hand. A simple
intelligence task might be a request from
senior management to profile the behav-
iors of an executive of a competing com-
pany before beginning negotiations on a
cross-license agreement. Other tasks,
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such as tracking the product develop-
ment maps of the competition, are more
complicated, but the process remains the
same. For simple problems, the instincts
of the decision-maker can go a long way.
To serve other more complicated goals
and requirements, a formal collection
and analysis process must be put into
place for the conclusions to have any sig-
nificant merit with management.

In summary, collect information, ana-
lyze it and debate it long enough to make
good decisions and put them into prac-
tice. Remember that your customer
always has alternatives and your business
will always have competition. Successful
positioning and differentiation will allow
you to meet your customers’ needs, but
you must also earn strong, sustainable
profits in the face of competition. As the
saying goes, keep your friends close, but
your enemies closer.

Dean Faklis (dfaklis@lightgage.com) is president of
LightGage Inc., which develops fast 3D inspection
tools. 

If your OSA membership category includes voting rights, you will soon 
receive 2004 candidate information, statements and a voting ballot.

Election materials are available in two formats:

Online—Access 2004 candidate profiles, statements and the “electronic voting
booth” by visiting the members-only section of OSA.org or go directly to 
iBallot.com. If OSA has your email address on file, you will receive an election
announcement via email. Electronic votes must be cast between August 18, 2003
and September 30, 2003.

Mail in Ballots—For those members without an email address on file with
OSA, an election packet complete with candidate profiles, statements and a 
voting ballot will be mailed the week of August 11, 2003. Paper ballots must 
be received no later than September 30, 2003.

Help shape the future of the Optical Society of America 
and cast your vote!

OSA 2004 Election Reminder!


