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UNIT-4
STRATEGIC IMPLEMENTATION AND TOOLS

COMPETITOR PROFILE MATRIX

The Competitor Profile Matrix (CPM) is a strategic analysis tool used to compare the
strengths and weaknesses of a company with its competitors. It helps organizations
identify their competitive position in the market and make informed strategic decisions.
Here's a comprehensive overview of the CPM:

1. Purpose of the Competitor Profile Matrix

e Strategic Assessment: Provides a structured framework to evaluate and
compare key competitors based on critical success factors (CSFs).

o Identification of Strengths and Weaknesses: Highlights where the organization
stands relative to competitors in terms of capabilities, resources, and market
position.

o Strategic Planning: Guides strategic planning by identifying areas for
improvement or competitive advantage.

2. Components of the Competitor Profile Matrix

Critical Success Factors (CSFs):
o These are the key areas or factors that are crucial for the success of
companies within a particular industry or market segment.
o Examples include product quality, brand reputation, pricing strategy,
distribution network, technological capabilities, customer service, etc.
Rating Scales:
o Typically, a rating scale from 1 to 4 or 1 to 5 is used to evaluate each
competitor on each critical success factor.
o 1=Poor, 2 =Below Average, 3 = Average, 4 = Above Average, 5 = Excellent.
Weighted Scores:
o After rating each competitor on the CSFs, weights are assigned to each
factor based on their relative importance to success in the industry.
o The weights should add up to 1 or 100%, reflecting their significance in
achieving competitive advantage.
Total Scores:
o Multiply the rating of each competitor by the assigned weight for each CSF
and sum these values to calculate the total score for each competitor.
o The total score provides an overall assessment of each competitor's
competitive strength relative to others.

3. Steps to Construct a Competitor Profile Matrix

1. Identify Critical Success Factors (CSFs):
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o Determine the key factors that are critical to success in the industry. These
factors should be measurable and directly impact competitive advantage.
2. Assign Weights to CSFs:
o Assign weights to each CSF based on their relative importance. These
weights should reflect their impact on achieving success in the industry.
3. Rate Competitors:
o Evaluate each competitor (including your own organization) on each CSF
using the rating scale (1 to 5, for example).
4. Calculate Weighted Scores:
o Multiply the rating of each competitor on each CSF by the assigned weight
for that CSF.
5. Sum the Total Scores:
o Sum up the weighted scores for each competitor to calculate their total
score.
6. Interpret and Analyze Results:
o Compare the total scores of competitors to identify strengths, weaknesses,
and overall competitive positions.
o Determine strategic implications and areas where improvements or
adjustments are needed.

4. Example of a Competitor Profile Matrix (CPM)

Critical Success Factors (CSFs) Weight (W) Company A Company B Company C

Product Quality 0.15 4 5 3
Brand Reputation 0.10 3 4 5
Pricing Strategy 0.10 5 4 3
Distribution Network 0.15 4 3 5
Technological Capabilities 0.10 4 5 4
Customer Service 0.10 3 4 4
Market Share 0.10 3 4 5
Financial Stability 0.10 4 5 3
Total Weight 1.00 1.00 1.00
Total Score (Weighted Scores) 3.65 4.30 3.80

e In the example above, Company B has the highest total score (4.30), indicating its
stronger competitive position compared to Company A (3.65) and Company C
(3.80).

5. Advantages of Using the Competitor Profile Matrix
e Structured Analysis: Provides a systematic framework for comparing
competitors based on objective criteria.

e C(larity in Decision Making: Helps identify competitive strengths and
weaknesses to inform strategic decisions.
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Focus on Key Factors: Emphasizes critical success factors that drive competitive
advantage in the industry.

Visual Representation: Offers a clear visual representation of competitive
positions and strategic priorities.

6. Limitations of the Competitor Profile Matrix

Subjectivity: Ratings and weights assigned to CSFs may vary based on individual
perspectives or biases.

Data Availability: Accuracy and availability of data for rating competitors on each
CSF can be a challenge.

Dynamic Environment: Competitor strengths and weaknesses can change
rapidly, requiring frequent updates to maintain relevance.

Simplification: May oversimplify complex competitive dynamics and strategic
interactions within the industry.

7. Strategic Implications and Applications

Strategic Planning: Guides strategic planning by identifying areas for
improvement, competitive advantages, and potential threats.

Market Positioning: Helps organizations understand their relative position in the
market and adjust their positioning strategies accordingly.

Competitive Strategy Development: Informs the development of competitive
strategies to capitalize on strengths and mitigate weaknesses.

Conclusion

The Competitor Profile Matrix (CPM) is a valuable tool for organizations to assess their
competitive position relative to industry rivals. By systematically evaluating critical
success factors and comparing competitors based on weighted scores, organizations can
gain insights into strategic priorities, identify opportunities for improvement, and make
informed decisions to enhance their competitive advantage in the market.
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