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this area to date has relied primarily on subjective evaluations and
perspectives of key executives. While informative, this approach
clearly hasits limitations.

A second area for future development is the design and
deployment of enterprise solutions which provide companies
with the competitive response capabilities they need to be
successful.

Comprehensive solutions that address a company’s organizational
structure, systems, information management practices, and business
processes are heeded. End-to-end competitive response solutionswill
grow in importance, and may possbly rival investments that have
been made in customer relationship management (CRM).

A third area of future development is to deploy the competitive
response model in industries other than information technology and
telecommunications. Financial services and pharmaceuticas, for
example, are equally dynamic and fast-changing industries requir-
ing companies to rapidly adjust to shifting circumstances on a con-
tinuous basis.

Companies are just now beginning to invest in developing the
competitive response capabilities needed to respond competitively
to market opportunities and threats in this new era of globalization.
As made painfully clear by the events of 9/11, it is now unaccept-
able, even for abrief moment, to take your eyes off what is happen-
ing outside the company walls.

Companies are beginning to make up for their past preoccupa
tion with what isgoing on inside their enterprises. Asthey shift their
focus externally they will need to become as proficient in respond-
ing competitively to turbulent and risky environments asthey are at

managing critical resources such as human resources and finance.
Competitive response is the core capability that will determine the
fate of many in the years ahead.
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View from the Trenches

Joe Urbany , Marketing Professor, University of Notre Dame

University of Notre Dame marketing professor, Joe Urbany has been recognized by
the Journal of Consumer Psychology as among the nation's most productive and lead-
ing authors of consumer marketing research. He holds a Bachelors, Masters, and Ph.D.
from Ohio State University and has authored over 40 papers and publications related
to buyer information, price perception, and competitive decision-making. \We are very
pleased and honored to feature an interview with Dr. Urbany in this month'’s View from

the Trenches.

Q: Dr. Urbany, you have completed studies about marketing man-
agersand their need to overcome decision uncertainty. How hasthis
been received outside of academia?

A: With agreat deal of interest. Senior managers recognize the need
to open up the discussion. Yet there are so many endemic con-
straints on how to deal with uncertainty in decision-making. The
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natural approach is to ignore it, i.e,, to focus on the most certain
dimensions of a problem. Folks outside of academia resonate with
the message that the first issue in understanding uncertainty is to
confront it.



ioto Intelligence Briefing .. e

Q: Inyour studies, have you seen that managers tend to think about
competitive reactions to their decisions, such as competitive resc-
tions to their price changes?

A: Our research (conducted with David Montgomery of Stanford,
now Dean at Singapore Management University and Marian
Moore at the Darden School, University of Virginia) suggests that
managers give far too little attention to competitive reactions.
Across avariety of decisions—both ones actually made and future
scenario judgments in a competitive simulation—we found just 6
percent of managers thinking about competitive reactions. The per-
centageisactually higher for pricing decisions, but still lessthan 20
percent. Because these results were so extreme (hard to believe),
we presented them in survey form to a separate sample of execu-
tives, to assess their plausibility. The consensus of the latter group
was that these results were plausble and the most common
(dthough not the only) explanation was that decision-makers tend
to avoid ambiguity or uncertainty in making decisions. Since pre-
dicting competitive reactions is an inherently uncertain exercise, it
isafactor often ignored.

Q: Historicaly, marketing managers have justified their decisions
based on interna factors that are easily measured and less ambigu-
ous. How do you turn marketing manager’s attention to less certain
factors, like competitor behavior, in their decisions?

A: The chalenge here is getting people to put themselves in a
future context—to let go of current constraints, measures, and
expectations and to try and think deeply about what happens after
adecision is made. There are several standard approaches to deal-
ing with this. Scenario analysis is an approach in which the plan-
ning or decision-making team is asked to assume different future
scenarios and try to predict decision outcomes. Role-playing is
another very smple, powerful tool. For example, in planning ses-
sions, it can be helpful to have members of the team actualy play
the role of your competitor, plotting out their strategy taking into
account their inside knowledge of your firm. Thismakesexplicit our
thinking about competitors' reaction patterns and whether they mat-
ter. Strategic gaming or smulation is another approach, though
requiring greater expertise. This approach involves actualy smulat-
ing competitive scenarios, building computer-based models to help
predict results. This alows endless “what-if” analysis and can pro-
vide clearer boundaries on what financial outcomes are likely to be.

Q: You have developed atool that marketing managers can use to
help visualize all the implications of a decision. Can you describe
the tool and its advantages?

A:The decision-mapping framework was designed by Tom
Reynolds, a psychologist and marketing professor emeritus at the
University of Texas, Dallas. Tom was one of the inventors of
means-ends analysis, and laddering, techniques used widely in
the advertising industry to explore deeply why and how people
decide asthey do. The decision-mapping framework came out of
development of a curriculum for teaching decision-making. We
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have ssimply applied it (with some adaptation) to competitive
decision-making.

Decision-mapping is based upon the (well-established) assump-
tion that every decision is a trade-off between a person’s (or a
firm’s) values. We also know that there are many natural biasesin
decision-making, one of which is confirmation. We tend to look at
the sunny side of the decision alternative to which we are predis-
posed. We are lesslikely to consider potential negative outcomes.

Senior managers recognize the need to open
up the discussion. Yet there are so many
endemic constraints on how to deal with

uncertainty in decision-making.

Coupled with the uncertainty already mentioned, it is clear why
competitive reactions may not be considered or may be discounted
in decision-making.

The framework is fairly straightforward, and is best illustrated
with a dichotomous choice ... say, should we lower price or
redesign the product? Applying the model, the decision-maker
envisions the positive and negative short-term consequences of
each choice option, and then, follows a second stage in considering
longer term outcomes conditiona upon these consequences (on
both positive and negative poles). Finaly, the model prompts one
to consider the values or goals that would be achieved, if the previ-
ously considered outcomes and consegquences occur. In the end,
decision-mapping does nothing more than help a decision-maker
dig deeply into adecision, in abalanced way, considering both pos-
itive and negative dimensions of each dternative, aswell asthelink
between short-term consequences and longer-term outcomes,
which are especialy important in dynamic competitive situations.
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Q: Why do you think that executives don't use competitive
research effectively?

A: The broader issue is probably why don't executives and organ-
izations generally use research more effectively. Itisin part dueto
alack of opennessto new information, especialy in acomplex and
fast-moving environment. That lack of opennessis caused by anat-
ura tendency to form impressions quickly based upon limited data
and intuition. In such circumstances, decision-makers may not
want more information to muddy the waters, and / or may interpret
information in such away as to support the decision they’ ve made.
Changing this tendency is very difficult because it is essentiadly
hard-wired; that is, it is an evolutionary trait that helps us to navi-
gate complex waters. It is also a function of whether or not the
research group is gathering the right information. At times there
are challenges with how best to gather competitive intelligence and
even then to determine how to interpret it to help predict competi-
tive behavior.

Q: What do you think could be done to make intelligence a more
powerful resource for decision-making?

A: There are two ways to think about this. The first is what we
tend to call “market-driven” in product development: begin with
managements’ decision-making and help identify perceived
information needs. Help them sort through, prioritize, and assess
the value of information, as they currently see their decisions.
Deliver that information reliably and over time demonstrate how
it leads to superior decisions. But there's also a second approach
—a“market-driving” approach. There may be some information
for which there is a latent need—that is, which the internal cus-
tomer has not realized is important, but might if given the right
context. Competitive intelligence (and specifically, competitive
reactions) at times fals into this category. And decision-map-
ping is one approach to help folks understand the context into
which that new information fits. The term market-driving means
that the research group can shape demand for the information,
i.e, “drive” customer attention to particular insights. But that
requires that the research team become experts in strategic and
tactical decision-making

Q: From your viewpoint, what do you see as some of the big issues
facing marketing these days?

A: The most significant challenges focus on how to alocate
resources across so many alternative uses, and then how to meass-
ure the return from those expenditures. New technology and splin-
tering demographic and lifestyle segments have created a whole
new environment for understanding customer needs and different
ways that firms might alocate resources. According to Business
Week, the average U.S. household receives 100 television channels
today, as opposed to 27 in 1994. There are 6,200 magazines pub-
lished in the U.S. today, and only 10 percent are would be classi-
fied as generdl interest (e.g., Time). Yet, even Time has done as
many as 20,000 versions of aweekly issue, targeted to “micro” seg-
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ments. And the discipline of marketing till is challenged by find-
ing good metrics for measuring return on investment.

Q: What onetopic is on your mind daily when thinking about and
teaching future marketers?

A: With the younger (traditionad) MBAs, the focus is engaging
them to figure out for themselves the complexities of marketing, in
some sense “untraining” them, and getting them to open up to new
frameworksto replace what can be naive conceptions of marketing.
In contrast, executives we work with already understand those
complexities. So, the real issue with that group is in ensuring that
everything we discusswill spark question and debate and in the end
be useful to them in their daily decision-making. For both groups,
however, it is critical to regularly reinforce their understanding of
the rate of change and the need to continually monitor markets to
keep up.

Q: How would you say your definition of decision-making isrelat-
ed to the Photizo Group’s definition of Marketing Intelligence? The
Photizo Group's definition of Marketing Intelligence is the ability
to fully understand, analyze, and assess the internal and externa
environment related to a company’s customers, competitors, mar-
ketsand industry in order to enhance the tactical and strategic deci-
sion-making process. Creating this ability requires the integration
of competitive intelligence, marketing research, market analysis,
and business/financial analysis information. This is a process as
opposed to a one-time event.

A: Very much the same, | think Photizo is ahead of the gamein rec-
ognizing that thisis an enormous process. | would actually extend
the definition beyond process to suggest that in most organizations,
improving the integration of customer / competitor informationisa
change in organizational culture, most effective if it isled by sen-
ior management.




