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ABSTRACT

The past few years have seen a growing interest in competitive intelligence amongst
academics and practitioners. This growth has been affected by a high degree of
scepticism regarding the ability of competitive intelligence to effectively support

business performance.

The objectives of this study was to determine whether a relationship exists between
competitive intelligence activities and company performance in a sample of New
Zealand companies; to determine the level of competitive intelligence activities
undertaken in this sample; and to determine the impact of the results on marketing

strategy in general.

To achieve this a mail survey was conducted and results based on a sample of 125
strategic business unit managers from various sized manufacturing, importing and

distributing companies, in four respective industries of the Chemical industry sector.

A composite competitive intelligence score was developed that included the following
elements of the competitive intelligence cycle, namely: gathering activities, focus of
intelligence, analysing activities, dissemination channels, use of intelligence, top
management involvement and counter intelligence. Performance measures were self

reported measures of growth over a three-year period (1994-1997).

Although the results revealed a significant positive correlation between the composite
competitive intelligence score and market share growth, it was a weak relationship with
only three percent of the variance in market share explained by the composite

competitive intelligence score (assuming this was the direction of causation).

The competitive intelligence approach in the Chemical industry sector was found to be
an ad hoc approach, characterised by informality and uncoordinated actions. Strategic
business unit managers indicated that, even though using a predominantly informal

approach, competitive intelligence activities:
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= Improved their understanding of the dynamics of the market place.
= Improved implementation of new products or projects.
= Led to concrete actions.

= Helped shape policies.

Although above mentioned benefits did not directly explain the variance in market share
and only provide weak empirical support for an investment in competitive intelligence,
it could indirectly play a significant role in the formulation of marketing strategies and

ultimately in the creation and maintaining of a competitive advantage for a company.
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SUMMARY

The objectives of this study were:

(1) To determine the level of competitive intelligence activities undertaken in a specific

New Zealand industry sector;

(2) To determine the relationship between competitive intelligence and measures of

business success;

(3) To assess the implications of this relationship for marketing strategy in general.

The literature review revealed:

Confusion regarding a common acceptable definition. Competitive intelligence for
the purpose of this study was defined as being both a product and a process. As a
product, competitive intelligence means ethical, timely and useful value-added
information on customers, competitors, other key stakeholders in the competitive
environment and the company itself. As a process, it involves establishing
intelligence needs, generating information, analysing and disseminating actionable
intelligence to key decision makers, to build a competitive advantage and enhance

business profits.

Consensus exists regarding the Competitive Intelligence Cycle (a multistage
intelligence process). Studies revealed that competitive intelligence focussed mainly
on the direct competitive environment, which includes customers, competitors and
the organisation itself The purpose of competitive intelligence was continuously
described as providing actionable intelligence for use in strategic decision making,
and the outcome of undertaking competitive intelligence was reported to be the

creation of a competitive advantage with resulting increase in business performance.

Global economies, the information era, defusion of technological and managerial
capabilities, advances in computer information systems and communication
technology advances contributed to the growth in competitive intelligence in the
1980’s and 1990’s.



=  Growth in competitive intelligence led to an increase in problems regarding this
activity. The one persistent problem encountered by competitive intelligence active
organisations, is the lack of full integration of intelligence activities with actual
decisions - especially at the top - resulting in inferior strategic decisions and doubt

whether investment in competitive intelligence activities are justified.

= No studies could be found that directly linked business performance and the level of

competitive intelligence activities.

= Current research regarding competitive intelligence focus on eight main areas,
namely: how to conduct competitive intelligence; competitive intelligence and its
role in marketing strategy; competitive intelligence in specific industries;
comparative studies regarding competitive intelligence in various countries; reasons
for the failure of competitive intelligence activities; counter intelligence issues; the
future of competitive intelligence; and the effect of competitive intelligence on the
success of companies. Very little research on the state of competitive intelligence in

New Zealand had been conducted.

The methodology followed in the primary research was to conduct a mail survey on
strategic business units from a population of 610 companies belonging to the New
Zealand Chemical Industry Sector, including the following four industry types: (1)
Chemical Manufacturing; (2) Drugs and Medicines; (3) Soap and Cleaning and (4)

Perfumes, Cosmetics and Toiletries.

The primary research process consisted of two phases where the purpose of phase one
was to elicit participation in the study from the population companies and phase two
consisted of mailing out the ‘main questionnaire pack’ to each of the strategic business

unit (SBU) managers who agreed to take part in the study.

The decision to survey SBU managers rather than companies as a whole was taken in
order to avoid an over-representation of small companies, as a large company would

have been given the same weight as a small company. The use of strategic business
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unit managers also identified the business entities assumed to be responsible for the

competitive intelligence activity and related decisions.

Of the 542 eligible companies in the population, 91 companies (17%) agreed to take
part in the study and provided the names of 155 SBU managers. The response rate in
phase two of the study was 80.6% and constituted 125 SBU managers returning the

main questionnaire.

The SBU managers in the sample were manufacturers, importers and distributors from
various sized companies that together held up to 90% of the market share in the four
respective industries of the New Zealand Chemical industry sector and can therefore be

seen as representative of this sector.

Specific characteristics of competitive intelligence activities in the Chemical industry

sector, were:

= The level of competitive intensity experienced was ‘high’ with a tendency to
compete on price, numerous competitors, slow growth and low switching costs for
buyers. The speed of change, also a contributing factor to competitive intensity, was

‘steady’.

= Sixty two percent of the SBU managers described their approach to competitive

intelligence as Ad Hoc. This approach can be described as informal and

uncoordinated.

= The main source for intelligence reported as being ‘often’ used, were: personal
contacts followed by trade literature; talking to suppliers and distributors who
influence end users; newspapers and magazines; and interviews with company

employees.

= Competitive intelligence was balanced in its focus on all three stakeholders in the
immediate environment namely, competitors, suppliers and customers. The only
immediate environment roleplayer that seemed neglected was the focus on new

entrants.
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= In the analysis of competitive intelligence the SBU managers indicated a
commitment to data being analysed by experts inside the company, but low

commitment to using external experts and storing information on databases.

= Dissemination patterns were good with SBU managers indicating formal, informal
and interfunctional dissemination patterns. Limiting factors in terms of
dissemination were that 69% of the SBU managers indicated that they were
responsible for their own competitive intelligence gathering. SBU managers also
indicated hesitancy regarding whether top management prioritised their competitive
intelligence needs. These two factors demonstrated that although the channels of
dissemination were in place, it did not necessarily mean the most appropriate

information was flowing through them.

= The use of competitive intelligence reflected the informal nature of the competitive
intelligence function in the Chemical industry sector. SBU managers reported an
‘agreement’ that competitive intelligence improved their understanding of the
marketplace; improved the implementation of products and projects; led to concrete

actions and shaped policies.

= The budget allocated to competitive intelligence activities was low with the majority
of SBU managers in small and medium companies reporting a ‘nil budget’ and the
majority of SBU managers in large companies reporting a ‘below $25 000’ annual

budget.

= In terms of counter intelligence, results showed that SBU managers were very
conscious of ensuring that other companies could not get access to their
information. However, respondents ‘disagreed’ that they have put counter

intelligence measures in place.

Overall, although the competitive intelligence approach followed in the New Zealand
Chemical industry sector is one characterised by being informal and somewhat
uncoordinated, it is an approach that is unique to a country with a small domestic

market and a specific informal business culture.
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A composite measure of the level of competitive intelligence was calculated by using
information regarding ‘gathering activities’, ‘focus of intelligence’, ‘analysing
activities’, ‘dissemination channels’, ‘use of intelligence’, ‘top management
involvement” and ‘counter intelligence’. Performance measures were self reported

measures of growth over a three-year period (1994-1997).

This study established that a significant positive relationship exists (at the 90%
confidence interval) between a composite measure of competitive intelligence activities
(CISCORE) and a self reported measure of performance (market share growth).
However, the relationship proved to be weak with only 3% of the variance in market
share explained by competitive intelligence activities (assuming this is the direction of

causation).

Although the results provide weak empirical support for an investment in competitive
intelligence, the above mentioned reported benefits experienced by the SBU managers
could indirectly play a significant role in the formulation of marketing strategies and

creation of a competitive advantage for a company.



