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Industry and Competitive Analysis

The Value Net

Buyers, Complementors, Competitors, Suppliers, Company

(
Carefully structure relationship with players in your Value Net to maximize size and share of market.

Game Tree

Play out game in several sequential ways.

Before making a competitive move:

· Identify competitors’ capabilities regarding each element of competition in the industry

· Identify each competitors’ incentive to accommodate or fight your move, given their capabilities, and draw up the game tree

· Payoffs depend on estimated probabilities of competitor reactions - may help to do sensitivity analysis

Jackpot

A jackpot is a product that provides firms with the lion’s share of their sales and profits over long time periods, but whose success is uncertain at the launch.

It makes little strategic sense to fill in small niches rather than pursue large jackpots. However, the high rate of new product introduction in search of the jackpot have a similar effect (filling of niches).

Bundle of Resources and Capabilities

Tangible, intangible and HR resources. How can we use these resources to satisfy our customers and survive competition (key success factors)?

The whole should be greater than the sum of the parts ( Embed individual resources and capabilities in an integrated system of firm assets and take care of the sustainability.

To assess sustainability ask three questions:

· How do changes in the market affect current resources and capabilities and future needs?

· How do changes in resources and capabilities of competitors affect firm advantage? How should the firm counter this?

· How does expansion into new markets affect the value of current resources and capabilities and future needs?

Resource-based strategy development process

1. Identify the firm’s resources (appraise strengths and weaknesses)

2. Identify the capabilities
3. Appraise the rent-earning potential of resources/capabilities

4. Select a strategy
5. Identify resource gaps that need to be filled

Amoco Matrix for identifying gaps:

· first axis: importance of resource/capability to competitive advantage

· second axis: company’s strength in that resource/capability relative to competitors

Resources can be leveraged by:

· Concentrating resources

· Accumulating resources

· Complementing resources

· Conserving resources

· Recovering resources

Capabilities

Capabilities tend to be organized hierarchically. They are integrated by Rules and Directives as well as Organizational Routines.

Benchmarking is an important tool for appraising and developing organizational capability through detailed comparisons with other firms:

1. Identify an activity

2. Identify a firm that is world leader in this activity

3. Undertake performance comparisons

4. Analyze the reason for the performance differentials

5. Use the new learning

Profits from Capabilities and Resources

Depends on the ability to

· establish a competitive advantage (scarcity, relevance)

· sustain that competitive advantage (durability, transferability, replicability)

· appropriate the returns (property rights, relative bargaining power, embeddedness of resources)

Innovation

Appropriability of profits from innovation

Depends on four factors:

· Property rights

· Complementary resources

· Characteristics of the technology (codifiable/tacit knowledge, complexity)

· Lead time

Profitability of innovation

Innovation is profitable, if it is

· Relevant to the key success factors in an industry

· Scarce

· Durable

· Not replicable (imitation)

Timing of innovation

Extent to which it can be protected by property rights or lead time advantages

Importance of complementary resources

Presence of technical standards

Vertical Integration

Compare transaction costs of markets (i.e. licensing, long-term contracts, JV etc.) with administration costs of vertical integration

Issues:

· Small numbers

· Transaction specific investment

· Opportunism

· Systemwide flexibility (( Feedback from the market in regard to prices and other demand related issues)

