By Kevin O’Connor, Open Options

Competitive intelligence practitioners are experts in
sorting through huge amounts of data, synthesizing it into
useful information, and performing analysis to turn that
information into intelligence. Despite their breadth and depth
of knowledge about external entities, competitive intelligence
(CI) departments are often seen as a support function rather
than an active participant at executive strategy sessions. Why
is that? And, if desired, what can CI professionals do to get a
seat at the executive table? To make competitive intelligence
departments a part of the decision making process and not just
an information source, practitioners must first set the stage and
then use an interactive process.

AT OPEN OPTIONS

At Open Options, we have done strategy work for dozens
of the world’s largest companies. In theory, most executives
know that they should be considering the actions of
competitors, suppliers, distributors, regulators, and the other
external players in their industry. In practice, however, they
often do not. Instead, internal strategy implementation issues
take priority over the external issues involving competitors
and suppliers. Perhaps management views competitors and
suppliers as unknowable, unpredictable, or somehow outside
their influence. Or possibly a large corporation becomes a
world of its own, and external concerns become secondary.

Whatever the reason, this lack of external focus is a
recognized problem. In fact, the majority of competitive
intelligence (CI) practitioners believe that a formal process
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to share their competitive information and more training for
executives on how to use competitive intelligence would most
improve their efforts (Competitive Intelligence Foundation,
2006).

In companies where competitive intelligence practices
already enjoy a high profile, executives read their competitive
reports or have the relevant information at their fingertips.
But they do not always have a structured method to
incorporate all the available competitive information into a
specific strategy, especially for complex problems involving
multiple external entities, each with distinct interests,
actions, and reactions. In these cases, competitive intelligence
practitioners often are active participants in the executive
strategy sessions. When they are part of our multiplayer
problems sessions, the CI practitioners function as experts on
external players and showcase their knowledge and research.

So how do you gain this opportunity to have a seat at the
executive table? As with any good story or business case, the
first step is setting the stage.

SETTING THE STAGE

Fortunately, setting the stage to be included in decision-
making meetings provides benefits even if it does not result
in an actual invitation. At the least, it promotes externally
focused thinking and also raises your visibility within the
executive ranks.

By recommending that corporate strategies should
consider competitor or supplier responses and by encouraging
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“outside-in” thinking, you build an internal market for your
analysis. Additionally, you have the opportunity to explain
to managers why multiplayer situations are so complex. (See
Sidebar 1 for a guide.)

INTERACTIVE PROCESSES

Making competitive intelligence more useful and relevant

by including it in interactive processes is not new, but
unfortunately it is still not widespread. As Outward Insights
(2005, p3) wrote in Ostriches and Eagles after conducting

100 telephone interviews with senior executives in a variety of
industries:

Although many companies have a CI function, its
not delivering the predictive analysis of competitors and
other external factors that top executives need in order
to develop strategy. More ofien than not, these so-called
intelligence units are delivering little more than static
competitor profiles and summaries of recent press reports.
So while many companies may have a competitive
intelligence function, only a small fraction of these
companies are using the function to its full potential.

SIDEBAR 1: WHY ARE MULTIPLAYER SITUATIONS SO COMPLEX?

Internal bias: Humans are inherently biased toward
seeing the situation from their own perspective and
projecting those same values onto other players. Examine
the situation from the viewpoint of external stakeholders
such as competitors, regulators, or suppliers.

Larger variety of actions: When considering an
internal problem, the list of possible actions is limited to
what can be done by the company itself. Once governments,
competitors, suppliers, and other interested parties are
involved, the range of possible actions and outcomes
expands very quickly. Different players with different
objectives: While having more possible actions expands the
number of possible outcomes, having different players with
different objectives expands the number of forces acting in
a situation. Predicting the evolution of an issue involving
multiple forces acting independently is more difficult.

Coordination problems: In a corporate hierarchy,
internal decisions can usually be controlled and actions
aligned. When there are multiple external players involved,
some players will be actively working against your interests,
and their actions will not be under the corporate hierarchy’s
control. Without control over the external actions,
coordination of actions becomes more complex.

Players react to each other, not according to a probability
function: In the real world, competitors do not react to your
company’s new pricing strategy by flipping a coin. To truly
model a “thinking” player, reactions must be based on the
actions of other players, not on some inferred probability
function. Exploring all the possible “what if” scenarios,
where one player might act first but all other players can
react in different ways, requires powerful software to sort
through all the possibilities.

Unstructured: Some problems, such as financial or
purchasing decisions, have widely accepted methods for
assessing the opportunity, such as net present value. When
a problem involves different preferences from different
players and no common measurement value (such as
dollars), it becomes unstructured and often causes either

analysis paralysis or forces a gut-feel approach. In this case,
a structured framework to discuss inherently unstructured
problems avoids circular discussions. Moreover, it can bring
analytical rigor to problems that may have previously been
solved by gut-feel alone.

Complex in an unconventional way: Traditional
problem analysis uses spreadsheets and statistics to
synthesize many elements of an issue down to a few key
decision variables. For example, spreadsheets allow the
decision-maker to first see how all the different elements
interact and then decide based on a few outputs. Statistics
is similar as it looks for patterns in numerous data points
and outputs summary statistics that are useful in making
decisions. Making decisions in a multiple-player scenario
is quite different, since there is no large set of data points
to analyze and the decision cannot be reduced to a single
decision variable such as net present value. Instead, the
outputs are millions of different outcomes that describe
different potential states of the situation.

10 figure out where and how [multiplayer straregy
problems are] likely to evolve, you need ro look at the
interaction of a whole bunch of different players and
their respective interests — and. if those interests diverge
or converge. It really does get unwieldy, so you can’t trust
simple intuition.

— Joel Cawley, vice president of corporate strategy,
IBM Corporation, quoted in Globe and Mail: Report on
Business Magazine, February 2007

A situation with eight players, where each person
or company has three potential options, can lead to
16,777,216 outcomes. Game theory provides a path
through the maze.
— Globe and Mail: Report on Business Magazine,
February 2007, p42
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WAR GAMING

Based on simulations designed to help uncover
competitors’ strategies and to test effective ways of defending
against them, war gaming involves teams who are role playing
as competitors, customers, or other external players. This
process requires participants to have accurate competitive
information and to gain greater understanding of external
entities by putting themselves in their “headspace.”

Often conducted over several rounds, war gaming is
particularly useful when there are many interdependencies
among the players’ actions. However, war gaming’s weakness
is the same as all role-playing simulations: it takes significant
time to explore a limited path forward.

Even if each player has many options, they can pursue
only one combination of those options (one strategy) in the
simulation. This does not allow them to explore the millions
of possible paths that result from combining different
strategies by different players. Moreover, the rationale for
why a competitor was modeled as taking a specific action is
unclear except that the representative team felt like it was the
right thing to do. This is problematic when analyzing the
results and making predictive recommendations.

SCENARIO PLANNING AND COMPETITOR
RESPONSE MODELING

Scenario planning begins by outlining several possible
scenarios and then having the planning team develop a
strategy to deal with each one. Scenario examples include the
different ways a competitor might launch a product or how
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Figure 1: Our Unique Approach — Three Key Questions

a market might change, given different price points of a key
raw material.

By looking across all the strategies, the team identifies
common actions that occur regardless of which scenario
plays out. Your company’s potential competitive responses for
each scenario provide the foundation of an action plan if the
relevant scenario actually becomes the direction the market or
competitor takes.

Competitor response modeling reverses scenario
planning’s chronology by identifying a desired strategy first,
rather than beginning with identifying possible scenarios.
Building upon the identified strategy, the team systematically
considers how competitors will react to your company’s
actions. Then they brainstorm strategies to respond to these
competitor reactions.

Scenario planning is particularly useful when the set of
possible future scenarios is small and known. Competitor-
response modeling tests a particular strategy rather than
devising a completely new one. Because both approaches rely
on the team to create and agree on the best strategy, each
process is actually well-structured brainstorming. Like all the
interactive processes, both approaches provide a forum for
sharing competitive intelligence and opening collaboration
between yourself and your business line peers.

GAME THEORY

Game theory predicts the behavior of people and
organizations in situations where the outcome depends upon
the interactions between the different parties. While there are
different types of game theory, the one I am going to address
originated out of Dr. Niall Fraser’s work at the University of
Waterloo. Called ordinal, non-cooperative game theory, it
relies on ranking the actions important to each player rather
than characterizing player preferences through mathematical
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formulas (utility functions), as found in most economic game
theories. Consequently, it is more practical in helping make
strategic business decisions.

Fraser’s approach differs significantly from scenario
planning. Rather than asking the team to agree on the final
strategy, the focus of consensus is the inputs to strategy (see
Figure 1):

* Who is involved?
* What can they do?
* What do they want?

Gaining consensus on the answers to these simple
questions is much easier than agreeing on the strategy itself. It
also takes the “I'm a better strategist than you” attitude out of
the meeting and builds group consensus, which is critical to
any implementation.

After the team gathers the inputs to strategy into a
structured format, analytical software tools can uncover non-
obvious relationships such as compatibility, aggressiveness,
and distribution of power. Despite the millions of possible
paths forward, the software and analysis can reveal the most
likely outcome, possible dangerous outcomes, and a path
to your company’s best attainable outcome. This ability to
explore the millions of combinations and chronology of
strategies by different players is game theory’s strong suit. To
eliminate any “black box” syndrome, all conclusions should
be directly traceable back to the inputs provided by the team.

Game theory is not the solution to all strategic problems.
It is best used when the problem:

* Involves more than one group, company, or organization.

* Is driven mostly by the choices made by key players
rather than uncontrollable external events, such as the
price of oil or currency fluctuations.

BENEFITS OF INTERACTIVE PROCESSES FOR CI
PRACTITIONERS

Applying competitive intelligence to a specific issue
in an interactive meeting can bring you together with
your executives within a structured process that benefits
your organization. It also addresses many of CI's common
problems by:

* Raising the profile of competitive intelligence.

* Educating executives on how to use CI to solve their
business problems.

* Providing a structured process to share and use CI
information.
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* Moving CI beyond a research staff position and bringing
CI practitioners into the room where business decisions
are made.

* Strengthening relationships and opening a dialog with
key primary sources.

* Applying analytical rigor to qualitative discussions to
make the recommendations more palatable to some
decision-makers.

* Incorporating the decision-makers into the process so
they will believe more in the thoroughness and accuracy
of the results. In turn, they will have more confidence to
implement the recommended strategy.

* Changing your company’s perception of and ability to
use competitive intelligence in its everyday operations.

Incorporating competitive intelligence into interactive
processes allows you to move beyond cataloging competitor
capabilities and begin making useful predictive and
prescriptive recommendations, making yourself more useful
to your company’s decision-makers. So long as you provide
actionable intelligence, you provide a useful service to your
executives. However, only after your competitive intelligence
activity is folded into a process that provides clear direction to
executives will you get a seat at the executive table.
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