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Module 4
Lesson 1: Identify Global Competitors

Context:

Understanding competition is crucial as you move forward with your
chosen solution idea. Competition refers to the other businesses or
entities offering similar products or services to the same target
market. Analyzing your competitors helps you identify their strengths
and weaknesses, understand market trends, and uncover
opportunities for differentiation.

It also helps you understand how they are currently solving the problem
that you have identified and the gaps and underserved needs to the
customers.
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Concepts Covered in this Lesson:

Competition Identifying competitors
e Understand what is e Understand how to identify
competition. your competition.
e Why does competition
matter.

e Real startup examples of why
understanding competition is
important

Direct and indirect competition

e Difference between direct
and indirect competition.

After completing this lesson, you will be able to:

= Appreciate the importance of identifying global competitors.
= Understand direct and indirect competitors.

= ldentify your venture’s competitors.

Steps for you to take:

¢ Identify direct global competitors for your startup.

¢ |dentify indirect global competitors for your startup.



Competition for a startup includes other companies offering similar
products or services. It also involves broader factors that impact your
business, such as customer preferences that favor existing products,
new technological developments that could outpace your offerings, and
overall market trends. To succeed, you must recognize these
competitive elements and strategize effectively. This involves finding
ways to make your startup stand out, addressing market needs better
than others, and staying adaptable to changes to maintain growth and
success.

The myth of "I don't have competition"” is a common misconception
among startups. Believing this can be detrimental because every
business faces competition in some form. Even if no one offers a
product exactly like yours, there are always alternative solutions,
market preferences, and potential new entrants that can impact your
success. Ignoring competition can lead to complacency,
underestimating market challenges, and missing opportunities for
differentiation and improvement. Recognizing and analyzing
competition, even if it's indirect or not immediately apparent, is crucial
for developing a robust and adaptable business strategy.

Benefits of Identifying Competition

Understanding competition offers several key benefits, and real-world
examples can illustrate how startups have leveraged this knowledge for
success or faced challenges due to neglecting it.

Gain Market Insights

Success example: Airbnb

Airbnb's founders thoroughly studied the competitive landscape of
traditional hotels and other short-term rental platforms. By
understanding the limitations and opportunities within the market,
they identified a gap for a more personal, home-like rental experience.



This insight allowed them to position Airbnb uniquely, tapping into a
vast market of travellers looking for affordable and authentic
accommodations.

Failure examples: Juicero

Juicero, a startup that sold high-tech juicing machines, failed partly
because it didn't thoroughly understand its competitive landscape. The
company overlooked simpler, cheaper juicers and the scepticism
towards expensive hardware with subscription-based consumables. As
a result, they overestimated the demand for their premium product,
leading to a swift market exit.

Refine Your Strategy

Success example: Slack

Slack entered a crowded market of workplace communication tools by
closely examining existing solutions like email and older messaging
platforms. By understanding these competitors' shortcomings, Slack
refined its strategy to offer a more intuitive, integrated, and user-
friendly platform, which significantly improved workplace
communication and collaboration, quickly gaining a loyal user base.

Failure example: Myspace

Myspace was one of the first major social networking platforms but
failed to refine its strategy in response to emerging competition. When
Facebook entered the market, Myspace did not adequately innovate or
address user needs for a cleaner, more user-friendly experience.
Facebook’s focus on a more streamlined interface and better user
experience quickly drew users away from Myspace, leading to its
decline.

Develop a Strong Brand

Success example: Ola

Ola, the Indian ride-hailing giant, studied the competitive landscape
dominated by traditional taxi services and other emerging ride-hailing
apps like Uber. Ola understood the need for a locally tailored solution
and positioned itself effectively by offering localized services,



competitive pricing, and a user-friendly app. Additionally, Ola's
emphasis on electric vehicles and innovative services like Ola Auto and
Ola Bike helped it build a strong, recognizable brand in the Indian
market.

Failure example: Blackberry

Blackberry failed to adapt its branding and messaging in response to the
competition from emerging smartphones like the iPhone and Android
devices. While competitors branded their devices as user-friendly and
feature-rich for both personal and professional use, Blackberry clung to
its image as a business tool, which eventually led to its downfall as
consumer preferences shifted.

By studying real-world examples like Airbnb, Slack, and Ola, it's clear
that understanding competition helps startups gain market insights,
refine their strategies, and develop strong brands. Conversely, the
failures of Juicero, Myspace, and Blackberry highlight the risks of
neglecting competitive analysis. These lessons underline the
importance of thoroughly understanding your competitive landscape to
navigate the market effectively and build a successful business.

Direct competition occurs when two or more businesses offer the
same or very similar products or services to the same target market.
These businesses vie for the same customer base and their offerings
fulfill the same need in almost identical ways.

Here are some characteristics of direct competition:

e Similar Products/Services: Products or services are nearly
identical in nature.

e Same Target Market: Competing for the same group of
customers.



e High Comparability: Customers can easily compare
products/services based on features, price, quality, etc.

Examples:
e Coca-Cola vs. Pepsi: Both companies produce cola drinks
targeting soda consumers.
e McDonald's vs. Burger King: Both fast-food chains offer burgers,
fries, and similar menu items.

Indirect competition occurs when businesses offer products or
services that are not identical but can fulfill the same or similar need
of the target market. These competitors might operate in different
industries but still vie for the same customer spending.

Here are some characteristics of indirect competition:
e Different Products/Services: Offerings are not the same but serve
a similar purpose.
e Alternative Choices: Customers might choose between these
alternatives based on preference, price, convenience, etc.
e Broader Competitive Landscape: Includes a wider range of
competitors from various industries.

Examples
e Coca-Cola vs. Starbucks: While one sells soda and the other
coffee, both target consumers looking for beverages.
e McDonald's vs. Subway: Although McDonald's specializes in
burgers and Subway in sandwiches, both are fast-food options
competing for the same meal-time dollars.

Understanding both direct and indirect competition is essential for
business success. By recognizing who your competitors are and how
they impact your market, you can develop strategies to improve



your competitive edge, innovate, and meet customer needs more
effectively.

Complete Venture Activity 4.1 — Identify Direct and Indirect
Competitors

1. Start Your Research: Begin by researching to identify local and
global competitors relevant to your proposed solution idea. Use
search engines to gather information.

2. Classify Competitors: Classify the identified competitors into two
categories: direct competitors offering similar solutions and
indirect competitors addressing related needs or offering
alternative solutions. Also, identify if the competitors are local or
global.

3. Review Industry Case Studies 1 and 2: Refer to Industry case
studies 1 and 2 provided to explore startups in your space that
could be potential competitors. Take note of any relevant
information or insights gathered from the case studies.

4. Consult with Chat GPT/Google: Access Chat GPT/Google and
engage with it to gather additional insights on potential
competitors. Ask specific questions about competitors in your
industry or niche to gain valuable perspectives.

5. Make a note of the strengths and weaknesses of your
competitors.



