Dealing with the competition
Competitive strategies:

We can classify the firms according to the roles they play in the target market as:

1. Market Leader

2. Market Challenger

3. Market follower

4. Market Niches

1. Market Leader Strategies:     -Largest market shares in the relevant product market.

                                              -Leads other firms in price changes.

                                              -new product introduction

                                              -distribution coverage.

                                              -Promotional intensity.

To enjoy the legal monopoly Market Leader calls for action on three fronts:
A.  Expanding the total market.

B.  Defending market share.

C.  Expanding market share.
   
A. Expanding the total market: Market Leader should look for

a. New users: Look for new users among three groups,      i. might use it but do not (market penetration strategy) ii never used it(New market segmentation strategy) 

iii. Lived in elsewhere (Geographical expansion strategy). 

b. New uses: Through discovering and promoting new uses of the product.
c. More usages: Convince people to use more  product per use occasion.
B. Defending Market Share: Dominant firm continuously defend its current business. Leader is like a large elephant being attacked by a swarm of bees.e.g Coca cola against Pepsico;Gillette against Bic;Koduc against Fuzi.

i. Position defense:  This involves the defense of a fortified(prepared) position. This tends to be a weak defense because you become a “sitting duck”. It can lead to a blokade situation in which time is on the side of the attacker, that is, as time goes by the defender gets weaker, while the attacker gets stronger. In a business context, this involves setting up fortifications such as barriers to market entry around a product, brand, product line, market, or market segment. This could include increasing brand equity, customer satisfaction, customer loyalty, or repeat purchase rate. It could also include exclusive distribution contracts, patent protection, market monopoly, or government protected monopoly status. It is best used in homogeneous markets where the defender has dominant market position and potential attackers have very limited resources. 

ii.Flank Defense: This involves the re-deployment of your resources to deter a flanking attack. You strengthen your flank if you think it is vulnerable. The disadvantage of this defense is that it can distract you from your primary objective and siphon resources away from where they are needed most. In business terms, this involves the introduction of new products, product lines, or brands, the defensive re-positioning of existing products, or additional promotional activity in a market niche. It requires market segmentation and/or product differentiation. You protect against potential loss of market share in a segment by strengthening your competitive position there.

 iii.Preemptive Defense: Attack before the enemy starts its offense.

vi.Counteroffensive Defense: This involves countering an attack with an offense of your own. If you are attacked, retaliate(react) with an attack on the aggressor’s weakest point.
               - Meet the attacker frontally

 -invade the attacker’s main territory.
                                  - Prevent customers from buying competitors product.

  -Subsidizing lower prices for the vulnerable product.
v.Mobile Defense: This involves constantly shifting resources and developing new strategies and tactics. A mobile defense is intended to create a moving target that is hard to successfully attack, while simultaneously, equipping the defender with a flexible response mechanism should an attack occur. In business this would entail introducing new products, introducing replacement products, modifying existing products, changing market segments, changing target markets, repositioning products, or changing promotional focus. This defense requires a very flexible organization with strong marketing, entrepreneurial, product development, and marketing research skills.
This defense provide the consumers something new by ,

1. Market Broadening: Shifting its focus from the current products to the underlying generic needs.

2. Market Diversification:  Diversification into unrelated industries.

v.Counteraction Defense:  Giving up weaker territories and reassessing                                 resources to stronger territories. 

C. Expanding the market share:  A company should consider three factors before pursuing increased market share:
i. Possibility of provoking antitrust action.

ii. Economic cost.

iii. Marketing strategy.

2. Market Challenger Strategies:  Can attack the leader or other competitors in an aggressive bid. Most challengers aim to increase market share. The challenger must decide whom to attack:

i. Market leader.
ii. Firms of its own size

iii.Small local or regional firms.

General attack strategies: [figure 11.10]
i. Frontal attack: Matches its opponent’s product, advertising,price and distribution.
ii Flank attack:  - Enemy’s weak spots are natural targets. 

· Directed along two strategic dimensions, a. Geographical (areas where opponent is under performing. b.Market segmentation (identifying shifts in market segment). 
This is designed to pressure the flank of the enemy line so the flank turns inward. You make gains while the enemy line is in chaos. In doing so, you avoid a head-on confrontation with the main force. The disadvantage with a flanking attack is that it can draw resources away from your center defense, making you vulnerable to a head-on attack. In business terms, a flanking attack involves competing in a market segment that the target does not consider mission critical. The target competitor will not be as concerned about your activities if they occur in market niches that it considers peripheral. It usually involves subtle advertising campaigns and other discrete promotional measures, like personal selling and public relations. It often entails customizing a product for that particular niche. Rather than finding uncontested market niches, the attacker could also look for uncontested geographical areas. The strategy is suitable when: 
· the market is segmented 

· there are some segments that are not well served by the existing competitors 

· the target competitor has relatively strong resources and is well able to withstand a head-on attack 

· the attacker has moderately strong resources, enough to successfully defend several niches 
iv. Encirclement attack: Develop superior resource.

iv. Guerrilla Attack: By selective price cuts and occasional legal actions

