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Abstract

In industries in which there is strategic interaction among competing firms, companies are
continuously involved in defensive strategies. In this paper we discuss several defensive
strategies that managers can you for market success. Defensive strategies are divided into
pre-entry and post-entry strategies. Marketing managers should attempt to discourage would
be entrants before entry has occurred. They can achieve this goal by engaging in pre-entry
strategies. After entry is occurred it is more difficult to persuade new entrants to exit the
industry. For this reason, marketing managers should use different defensive strategies for
defending their positions in pre-entry and post-entry situations.
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1. Introduction

Competition forces companies to constantly engage in defensive marketing strategies.
Rivalry occurs because one or more competitors either feels the pressure or sees an
opportunity to enter an industry or to improve its position within an industry. In most cases,
competitive moves by one firm have noticeable effects on its competitors and, thus, may
invite retaliation or efforts to counter the move (Porter 1980). Companies respond to
competitor challenges by counterattacking with increasing advertising expenditures, cutting
prices, increasing innovation, and introducing new products, or even accommodating the
entrant by doing nothing or decreasing the level of marketing effort Firms grow by taking
market share from rivals or creating new markets. (Karakaya and Yannopoulos, 2011.,
Scherer, 1980).

The incumbents’ objective is to defend their market share and strengthen their
position by making it harder for companies to enter or for existing firms to challenge them.
Incumbent firms may also attack in an attempt to enter a new market, reposition themselves,
or improve their market position. Markets are dynamic arenas where firms try to expand into
their industries or reposition themselves in other segments within the industry. As firms
attempt to improve their position, they engage in competitive battles and adopt offensive
strategies. Successful use of offensive strategies can help a firm improve its competitive
position, gain market share, and increase profits. In this paper we discuss both defensive and
offensive marketing strategies. We, first, discuss the pre-entry and post-entry defensive
marketing strategies, and, then, a number of offensive marketing strategies.

Activities that concentrate on post-purchase activities aimed at satisfying and
maintaining firm’s existing customer objected to profitability, {Morgan and Hunt, 1994;
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Johnson and Selene’s, 2004}.

2.0  Defensive Strategies

Because of ongoing rivalry, established firms need to engage in defensive
strategies to fend off the various challengers. The primary purpose of defensive strategy is to
make a possible attack unattractive and discourage potential challengers from attacking
another firm. Incumbents try to shape the challenger’s expectations about the industry’s
profitability and convince them that the return on their investment will be so low that it does
not warrant making an investment in that industry. Defensive strategies work better when
they take place before the challenger makes an investment in the industry, or if they enter the
industry before exit barriers are raised, making it difficult for the challenger to leave the
industry. For this reason, an incumbent needs to take timely action to discourage a challenger
from making any substantial commitment, because once the commitment is made, it is more
difficult to dissuade the challenger from following through with the attack especially if exit
barriers are high. If an attack has already begun, a defending firm may attempt to lower its
intensity and potential for harm, by directing the attack to areas where the firm is less
vulnerable, or in areas which are less desirable to the attacker (Porter, 1985). Or they should
initiate actions designed to make the entrant’s life difficult after entry has occurred. This may
convince the entrant that its calculations were too optimistic and its early experience in the
industry is so negative that it does not warrant continuing the entry effort. (Karakaya and
Yannopoulos, 2011., Scherer, 1980).

Defensive Strategy definition activities that concentrate on post-purchase activities
aimed at satisfying and maintaining firm’s existing customer objected to profitability (Fornel
& Wernerfelt, 1987, 1988; Morgan & Hunt, 1994; Johnson & Selnes, 2004)

Over the years, marketing managers and business strategists have developed a number
of defensive marketing strategies to defend their position and maintain their sales and
profitability. There are two types of defensive marketing strategies. Pre-entry strategies are
actions taken by incumbents before they are attacked by challengers. Defensive marketing
strategies may also take the form of post-entry actions that are initiated after the challenger
has entered the market.

2.1  Pre-Entry Defensive Strategies

Pre-entry defensive strategies are actions taken by firms intended to persuade
potential entrants to believe that market entry would be difficult or unprofitable. Such actions
include signaling, fortify and defend, covering all bases, continuous improvement, and
capacity expansion.

Table 1: Defensive Strategies

Defensive strategies

Pre-entry strategies Post-entry strategies
o Signaling o Defend position before
o Fortify and defend entrant becomes
o Cover all bases established.
o Continuous improvement . Introduce fighting
o Capacity expansion brands
. Engage in cross-parry
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2.11 Signaling

Companies often use signaling to announce their intention to take an action.
Announcements can be made through interviews with the press, press releases, speeches,
trade journals, newspapers and other means. Such announcements may serve different
objectives which are not necessarily mutually exclusive. They could signal commitment to
the industry and therefore try to preempt or deter competitors. A defending firm can
effectively keep potential entrants out of the industry by using the threat of retaliation. The
higher the perceived probability of retaliation and its degree of severity, the lower the
probability of attack by a challenger. Firms enhance their reputation for rigorous retaliation
by the way they responded to past attacks, which signals their commitment to defend their
market share. Other times, companies announce their intention to undersell their competitors.
Future Shop, a large chain of consumer electronics in Canada, has publicly stated that it will
not be undercut by competitors and that it will meet their prices. Announcements may be
used to issue a threat that action will be taken if a competitor makes a certain move. For
example, firms can announce that they will match a rival’s prices, rebates, credit, or any other
terms offered.

2.12 Fortify and Defend

This strategy attempts to build barriers to entry for competitors. The purpose of
defensive marketing strategies is to lower the inducement to attack. Firms frequently enter an
industry because existing firms earn high profits. The higher the profits earned by incumbent
firms, the higher the motivation to enter. Thus, the inducement to attack can be lowered by
reducing the profit expectations of the entrant. This can be achieved by raising barriers to
entry for new competitors. Erecting barriers usually hinders entry by new competitors
because they will have to incur costs not born by existing competitors. The most common
barriers to entry include economies of scale, product differentiation, capital requirements,
switching costs, experience curve cost reductions, proprietary technology or patents. Access
to raw materials and other inputs, access to distribution channels, and location (Yannopoulos.
2007). Industries in which there are significant barriers to entry include the automobile,
aerospace, and shipbuilding industries. Because of high barriers, entry is notoriously difficult
in these industries.

2.13 Cover All Bases

Covering all bases, also called product proliferation, entails introducing new products
to ensure a full product line or to fill gaps in the market. Covering all bases may involve
introducing multiple versions of a product in terms of models or product types. Many firms
carry full product lines to block access to the industry by new entrants. For example, the
leading ready-to-eat cereal companies compete with a full-line, making it very difficult for
other companies to enter and threaten their position.

This strategy is also used by chain stores when they rush to expand rapidly and keep
competitors Out of the market. A firm that floods the market avoids being outflanked by
competitors. It is also a way to tie up distribution channels and shelf space. For example,
Procter & Gamble, a master practitioner of this strategy, dominates retail shelf space with
products such as Ivory Soap, Crest, Tide, Pantene Pro-V and many others. A firm that is
trying to cover all bases may face one or more of the following difficulties. First, some firms,
especially the small ones, may not have the resources to offer a full product line. Second,
product proliferation may cause a firm to spread its resources too thinly, violating the
principle of concentration of forces at the decisive point. Covering too many markets and
overextending itself leaves a firm vulnerable to competitor attacks, as it makes for an easy
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target. Third, this strategy cannot fully protect a company from attacks by other competitors
who wish to enter the industry. Even if a firm was able to cover the major segments, it is
impossible to cover every possible niche in the market. This allows small companies to enter
the market and occupy these niches. These niches, although small and unattractive at the
time, often explode into large segments posing a threat to established firms.

A special case of the cover-all-bases strategy is the introduction of a blocking brand.
Blocking brands are used by incumbent firms to block access to the market by potential
entrants. The firm introduces a brand designed to fill a niche in the market that could be used
as a point of entry by a competitor. The intent of introducing a blocking brand often is to
protect an existing profitable brand by precluding competitors from entering the market and
stealing market share by undercutting the price of the existing product.

2.14 Continuous Improvement

A continuous improvement strategy calls for a relentless pursuit of improvements in
costs, product quality, new product development, manufacturing processes, and distribution.
The choice of areas to improve depends on the value proposition of the organization. A low
cost competitor continuously tries to find ways of decreasing costs through economies of
scale, cutting costs and introducing new production methods. A differentiated company looks
for ways to maintain its competitive advantage through innovation, quality improvements,
and new features among others. The continuous improvement strategy also involves
innovation arid improvement in the firm’s marketing mix. Product innovation may involve
offering superior features or benefits. Price innovation could include offering better sales
terms and other incentives. Distribution could become more effective by looking for new
channels; making existing channels more effective, and seeking strategic alliances. Promotion
can become more effective by improving positioning, execution, using different media, and
increasing emphasis on public relations and publicity. The sales promotion function could be
examined to see if improvements could be made in the way the firm uses free samples,
coupons, bonus packs, frequent buyer programs, and refunds.

Through a continuous improvement strategy, firms try to stay one step ahead of their
competitors and help protect their competitive position from hostile challengers. Firms
following this strategy are often required to even make their own products obsolete by
replacing them with new versions. Intel is a prime example of a company that follows the
continuous improvement strategy. Its strategy is to introduce new and more powerful
generations of its microprocessors at regular intervals, intended to satisfy the never-ending
appetite for increases in processing power for personal and corporate computer users. Each
successive version of its microchip makes its existing version obsolete in the span of a few
months.

2.15 Capacity Expansion

Manufacturing firms may build excess capacity as an entry deterrent strategy. When a
potential entrant realizes that the industry has excess capacity and its own entry will only add
to the volume of unutilized industry capacity, it will be reluctant to enter. Capacity expansion
is a credible deterrent strategy if capacity costs are very high. Otherwise, if the cost of adding
capacity is low or capacity can be utilized for other purposes, it would be relatively easy for
rivals to enter.

DuPont used capacity expansion to increase its market share in the titanium dioxide market.
In 1970, DuPont had been using limonite in the production of titanium dioxide. This proved
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advantageous since the price of rutile ore, the raw material used primarily by its competitors,
sharply increased, giving DuPont a significant cost advantage over its competitors, In order to
maximize this cost advantage, DuPont developed a growth strategy of rapidly expanding
capacity to satisfy all of the future increases in demand and deter entry or expansion by
existing competitors. At the time DuPont adopted this strategy, in 1972, its market share was
30%. By 1985, its market share was over 50% and five of its major rivals had exited the
market (Cabral, 2000).

As a defensive strategy, capacity expansion is not as powerful as other entry
deterrents such as barriers to entry. In general, a decision to use capacity expansion for entry
deterring reasons should take into account the size of barriers to entry. If entry barriers are
high, then capacity expansion should not nominally be used as a deterrent. On the other hand,
if entry barriers are low, incumbents should consider using capacity expansion as an entry-
deterring device, taking into account the cost of additional capacity and its reversibility.

2.2  Post-Entry Defensive Strategies

Post-entry defensive strategies are actions taken by firms intended to protect their
market position from companies that have already entered the market or incumbents that are
threatening to take away market share. Such actions include defending position before
competitors become established, introducing fighting brands, and adopting cross-parry
strategies.

2.21 Defend Position Before Entrant Becomes Established

When a company enters an existing market its objective usually is to get established
first in its chosen market segment, consolidate its position, and then start expanding into other
market segments. Upstarts are especially dangerous if they enter the market by breaking the
rules of the game with radically new products, or innovations in pricing, distribution,
delivery, service, and positioning. New entrants entering markets with radically new products
usually come from markets unrelated to that which they are invading (Markides, 2000). For
example, the personal computer industry was not invented by IBM but by companies such as
Apple and Microsoft - unrelated to the existing mainframe or mini-computer business.
Established firms need to defend their position while their newly entered opponents are small
and venerable rather than waiting until they become strong and a serious threat. Market
leaders, by consistently and swiftly meeting any moves intended to challenge their position,
send out a clear message to would-be-challengers that aggressive behaviour, such as price
cutting or entering core segments, will not be tolerated and that it will be met with a rigorous
and painful retaliation. Therefore, such actions would not pay off and would probably make
the challenger worse off. In an effort to limit losses, such counter-attacks often are not
broadly based, but involve only a market segment of the defending company.

Incumbents often defend themselves by embracing and improving the intruder’s technology,
attacking the upstart’s reputation as a product reliable source of supply, and hiring some of
the best people of the attacking firm. Some of these tactics were used by Microsoft in 1995 in
fighting the challenge of Borland Delphi, a rapid development visual computer language that
was by far a superior alternative to Microsoft’s Visual Basic language. When Borland
International introduced its Delphi computer language, many people predicted the demise of
Visual Basic, the language that had dominated the industry since it was introduced a few
years earlier.

Although the clear superiority of the Delphi programming environment encouraged a large
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number of programmers including some Visual Basic programmers to switch, this prediction
never materialized. By sensing the threat coming from the intruder, Microsoft went on the
counter-attack by hiring some of Borland Delphi’s best programmers, and spending large
resources on upgrading and improving Visual Basic, including providing a faster compiler,
thus neutralizing one of Delphi’s major advantages. Microsoft also criticized Borland Delphi
as a non-mainstream language and the lack of enough Delphi programmers. Visual Basic not
only survived, but it increased its stranglehold on the market, forcing Borland Delphi into an
also-ran status.

2.22 Introduce Fighting Brands

Fighting brands are introduced by organizations to fight a competitor’s brand that
threatens one of their major brands. Competing brands are typically lower priced versions of
the firm’s premium brands that claim equal quality at a much lower price. Introducing
fighting brands can be an appealing strategy because they help fight off a price-cutting brand
that is threatening the core brand of the firm while preserving its premium image and profit
margins. Heublein used a fighting brand strategy successfully to defend its Smirnoff vodka
brand. When a smaller rival attacked its Smirnoff vodka, a core brand, by offering its brand at
a dollar less than Smirnoff, Heublein increased the price of Smirnoff by one dollar and
introduced a new fighting brand at a price below the competitor’s brand. This enabled
Heublein to fight the intruder without jeopardizing its core brand’s profitability and image.
Fighting brands can also take the form of a secret weapon that exists to wreak havoc against
competitors. Like other fighting brands, their strategic goal is to defend the premium brand
and to prevent competitors from making inroads against it. Companies using fighter brands as
secret weapons usually try to maintain their distance from them and conceal their connections
to them. For this reason they often use names of defunct companies or companies that they
purchase for the sole intent of producing fighting brands.

There are risks associated with fighting brands however. There is the risk of
cannibalization as the fighting brand may take sales away from other company brands. Also,
the cost of producing and marketing the fighting brand may be too high, making it a losing
proposition. For example, British Airways after it lost about 10 percent of its market share to
the discount airlines, launched its own discount carrier, Go, in an attempt to combat EasyJet
and other discount carriers. Unfortunately, Go had higher operating costs than the other
discount carriers because it recognized union contracts. Three years into its Go experiment,
British Airways sold the discount carrier.

2.23 Engage in Cross-Parry

Many companies compete with other companies in more than one market. The degree
of multimarket contact between two firms affects the intensity of rivalry and the extent of
retaliation amongst these firms. Competitors interacting in multiple markets are less
motivated to compete aggressively because of the possibility of retaliation across various
markets (Edwards, 1955). On the contrary, competitors have an incentive to cooperate since
they stand to gain if they allow their rivals to dominate certain markets in exchange for
similar treatment in the markets in which they are dominant. If multimarket contact is low,
firms have an incentive to enter the market segment of their rivals to gain the ability to
engage in multi market retaliation, should they come under attack (Karnani and Wernerfelt,
1985). For this reason, firms prefer to stay in certain markets to maintain the threat of multi
market retaliation. Also, as multi market contact increases, firms may avoid entering new
markets that are already occupied to avoid provoking any multi-market retaliation and to
honor any tacit agreements that they may have made with their competitors (Baum and Korn,
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1996).

Cross-parry is used when a firm that is challenged by a competitor in one area
chooses to challenge this competitor in another area. For example, if a company is attacked in
one of its core markets or products, instead of retaliating at the point of attack, it counter-
attacks in the challenger’s area of strength. In a sense, the cross- parry strategy says, “If you
hurt me I will hurt you where it hurts most.” By attacking the challenger in its core area, the
defending firm diverts attention from its own core area and attacks the challenger where it
hurts most. The objective of a cross-parry strategy is often to avoid involving the core brand
in a price war. The larger firm stands to lose more than the smaller firm. In addition, such a
price war not only leads to lower profit margins but it could permanently tarnish a premium
brand’s image. Cross parrying may be also used to send a signal to the challenging firm that it
will suffer more than the cross-parrying firm. For instance, how should a company enjoying a
large market share and profit margins respond when a competitor lowers its price in an effort
to take market share away from the large market share firm? The natural response would be
to go on the counter-attack and attack the challenger with a similar or even greater price
reduction. Such a move could be quite costly for the large share firm since it would mean
lower margins on a large volume just to recover the small market share lost to the challenger.
If the challenger operates in another market segment that is important to its business, but not
to its competitor, a smarter move would be to attack the challenger by cutting the price in that
segment.

Goodyear’s response to Michelin’s challenge illustrates the use of cross parry as a
defensive strategy. Several years ago Michelin - using its strong European base - decided to
increase its market share of the North American tire market by significantly lowering the
price of its tires. Michelin’s managers thought that such a price move would attract mostly
new customers. They also calculated that Michelin’s chief rival Goodyear would be unlikely
to respond due to the significant cost such a move would imply give Goodyear’s dominant
market share. Michelin’s calculations were partly correct, however, because Goodyear didn’t
match Michelin’s lower price. What Michelin failed to anticipate was that Goodyear could
respond with a price cut in another market. Goodyear could fight back by reducing prices in
North America, or offering dealers better margins or increasing advertising spending. Such a
strategy would fail because Michelin had only a small part of its worldwide business and it
would lose very little by Goodyear’s retaliation. Goodyear, on the other hand, stood to lose a
lot because it would cut its margins in its largest market. Goodyear’s response was to lower
its prices in Michelin’s core European markets where Michelin makes large profits.
Goodyear’s price reduction in Europe caused significant losses and forced Michelin to restore
prices to the previous levels in North America after it incurred a significant drop in profits
without raising market share appreciably. Goodyear’s move slowed the pace of Michelin’s
expansion and made it rethink the cost of gaining market share in North America.

Personal Communication

(Sorce & Edwards, 2004; Sin et al., 2002, Morgan & Hunt, 1994): formal and informal
sharing of meaningful and timely information between seller and buyer. Communication also
acts as glue that holds them together. The following are item measurement for personal
communication

1. We communicate personally to our customers.

2. Customer can show discontent through communication

3. We can communicate openly/honestly

4. We allocate time to communicate with our customer

IIARD — International Institute of Academic Research and Development Page 36




International Journal of Marketing and Communication Studies ISSN 2545-5273 Vol. 2 No.3 2017
www.iiardpub.org

5. We have dedicated line to communicate with customer

Firm-customer’s Trust Development

(Berry, 1983; Berry & Parasuraman, 1991; Morgan & Hunt 1994) defined as a willingness to
rely on an exchange partner in whom one has confident.

The following are item measurement for firm-customer’s trust development

1. We try to trust each other

2. Our customer gives reliable inputs
3. According to our past relationship, my company try to think our customers are
trustworthy

Firm-customer’s Bonding Development

Defined as the dimension of a business relationship that result in two parties; the buyer and
seller acting in unified manner toward a desired goal (Cross & Smith, 1995; Callaghan, 1995;
Tse etal., 2004). The following are item measurement for firm-customer’s bonding
development

1. We rely on each other to reach our objectives
2. We both try to establish a long-term relationship
3. We work in close co- operation

Customer Complaint Management

Defined as firm’s specific function to manage the dissatisfied customer in such manner that
its negative and harmful effects on firm are minimized (Fornel & Wernerfelt, 1987, 1988):
The following are item measurement for customer complaint management

1. Firm provide customer service department

2. Firm add customer complaint function in the formal organization’s structure

3. Firm train employee to deal with customer complaint

4. Firm provide compensation for customer who’s claimed is constructive
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