
Youʼve defined what youʼre selling and who your customers are; that means you are clear on 
what business youʼre actually in. Good job! Now itʼs time to see who else has their eye on 
your ball.

What about my arch nemeses?

The concept of competition is another critical element that tends to “suck the fun” out of 
dreaming about your business. No one wants to imagine their pet idea not outshining the 
competition, but the reality is that if your business canʼt meet consumer needs better than 
your competitors, you probably wonʼt have a business for long.

Your competition is any business that fulfills the same needs that your business fulfills for the 
same target market. Note that your competition does not have to be selling exactly what 
youʼre selling. If you open a bowling alley in a strip mall that already has an arcade, a pool 
hall, and a movie theatre, you have competitors because those three businesses are all 
essentially vying for the same target market: consumers who want low-priced entertainment.

Keep in mind that, depending on your business concept, location may not necessarily be an 
important factor and you may need to broaden your search for competitors. Your competition 
could even be in another country as long as theyʼre meeting the same needs for the same 
people as you are.

The great thing about scoping out your competition is that it forces you to analyze your own 
businessʼ strengths and weaknesses. By understanding how your business is better than 
whatʼs out there now and also how it can improve, youʼre well on your way to establishing a 
solid, viable concept. Write down your business ideaʼs strengths and weakness and how you 
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plan to exploit and/or overcome them. This question will give you a clear vision of how your 
business measures up to the competition. Then you can move on to question four.

Okay, whatʼs the plan, Stan?

This part of your analysis involves distinguishing yourself from the competition so that your 
business is satisfying your target market in a way 
that encourages buyers to go to you and not your 
competitors.

There are a number of ways to do this, and you 
probably have some ideas already from the critique 
of your ideaʼs strengths and weaknesses. Perhaps you need to position your business in a 
more convenient location. Perhaps you will offer greater value per dollar or better service so 
that customers get more for their money at your store than they could get elsewhere.

Back to haircuts for children. The franchise known as Beaners2 is a childrenʼs hair salon that 
has locations in Western Canada and Ontario (for now; they are expanding). They offer coin-
operated rides like the ones in malls to sit on while getting a haircut. For older kids, they have 
regular salon chairs but with video games to play. All stations have a TV with the latest kidsʼ 
shows showing on them. Girls can get sparkles in their hair. Boys can get coloured “spiker 
gel.” There is even a ball room to play in while they wait for their turn and everyone gets 
candy before they go home.

Doesnʼt it sound amazing? Donʼt you wish this were around when you were a kid? Hereʼs the 
point: if you want to open up your new kidsʼ hair business, you either have to be far enough 
away from a Beaners, somehow better than Beaners (good luck), or way cheaper but still 
charging enough to make money. Or you could open up your own Beaners franchise.
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Come up with a strategy that outdoes your competition and still makes you money. 
Answering this question could take time, but the effort is totally worth it. When youʼre done, 
move on to the last question.

What about the stuff I canʼt control?

The economy is an interesting creature. It will present your business with amazing 
opportunities that you can capitalize on, but it will also throw major challenges at you that will 
force you to sink or swim.

These threats and opportunities (and others) are external forces that influence your 
business, which means that every business that is after the same target market as you (i.e. 
your competition) will be exposed to the same challenges at the same time. How your 
business deals with these changes will mean the difference between a business that moves 
and grows with the times and one that fades away.

A big part of understanding this aspect of your analysis is simply being aware of whatʼs 
happening in the economy in general. By knowing your business environment, you are giving 
yourself the most lead time possible to predict the external factors that will affect your 
business and react accordingly. Your ideal business plan will allow your business to adapt 
quickly to change to minimize loss and, where possible, grow as a result.

Letʼs imagine that 20 years ago, you started a direct mail company. When clients wanted to 
drum up business, they came to you to create a sales letter and mail it out to a targeted 
mailing list. Business was humming along until – uh oh! – Canada Post started charging 
more for postage. Suddenly your variable costs were much higher. Did you pass these fees 
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on to your customers by raising prices or eat the costs yourself in the hopes of looking better 
than the competition?

Then came the Internet. Now your clients are less interested in snail mail. They want to do 
targeted email campaigns. Did you see this coming? Are you able to open an Internet 
division? Do you even know how to use a computer?

Successful entrepreneurs, like their businesses, are never stagnant. By seeing opportunities 
and threats early and capitalizing on them as best you can, you are setting yourself up for 

success.

So, after all that scrutiny, how did your idea hold up? 
By now you should have a fairly clear picture of your 
business idea, your target customers, and your 
competition. Where do you see yourself fitting in?

If your business idea doesnʼt measure up to the competition, you may simply be in the wrong 
business. A target market whose needs are already being perfectly satisfied may not be the 
target market for you, which isnʼt the end of the world but may mean you should go back to 
the drawing board. Hey, better to know this now than after youʼve spent your life savings!

If, however, youʼre still confident that you have a viable idea, itʼs time to get into the nitty-
gritty details and figure out exactly how youʼre going to get your business off the ground. Itʼs 
an exciting – and sometimes overwhelming – point in any entrepreneurʼs career that needs 
careful consideration so that your new business gets the best start possible. For more 
information about the kinds of things you need to consider during your initial analysis, go to:

www.openforbusinessincanada.ca/swot
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“The best way to predict the 

future is to create it.”

- Peter F. Drucker


