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In this article, the author provides six mini case studies 
of companies that successfully and innovatively used 
differentiation strategies to gain competitive advan-
tage in their respective markets. Author Paul Hunt is 
the president of Pricing Solutions and a frequent PPS 
presenter, instructor, and contributor. He will be pre-
senting a keynote address entitled Applying 80/20 to 
Pricing at the PPS 30th Annual Spring Pricing Confer-
ence & Workshops in Atlanta, GA, May 7-10, 2019. 
He can be reached at phunt@pricingsolutions.com. 
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A
lthough you want your busi-
ness to excel in all things, it 
has been proven time and 
time again that specializa-

tion is the key to success. In this ar-
ticle, we discuss how such indus-
try leaders as Amazon, Apple and 
3M, use differentiation strategies to 
achieve profitability and customer 
loyalty.

What are 3 Value Disciplines?
Many businesses believe that in or-

der to maximize profits, they must be 
all things to all types of customers. 
However, this approach could have 
a detrimental impact on business. In 
fact, companies that have a weak dif-
ferentiation strategy are relegated to a 
commodity status, leaving little room 
for expansion and growth.

Being a master of everything 
makes you a master of none.

So, how can a business avoid this 
trap and stand out in the marketplace? 
In order to differentiate your business, 

your whole corporate strategy should 
focus on enhancing your organiza-
tion’s performance in its targeted val-
ue disciplines.

According to the Harvard Business 
Review, there are three core value dis-
ciplines that differentiate a business 
from the competition:
• Operational excellence
• Customer intimacy
• Product leadership

Rather than trying to excel in all 
three, major industry leaders typical-
ly focus their differentiation strategies 
on one value discipline, while meeting 
industry standards in the other two. 

In other words, it is important that 
your company remains competitive in 
all three value disciplines, while placing 
more emphasis on one. The old adage 
rings true here – being a master of ev-
erything makes you a master of nothing. 
Let’s take a closer look at what mas-
tery looks like in each value discipline:
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Figure 1: MBLM’s Top Ranked Companies of 2019  
Brand Intimacy Study. Resource: MBLM

Operational Excellence
To be a leader in operational excel-

lence, a company must provide reliable 
products or services at competitive prices. 
Delivery to customers must be streamlined 
and the company must meet or exceed in-
dustry lead times. Organizations that have 
adopted a strategy of operational excel-
lence boast highly efficient processes built 
around sophisticated information systems.

The Leaders: Walmart and Amazon
Walmart’s foremost trait is cost effi-

ciency. If a price war were to break out 
tomorrow, this retail giant could outlast all 
its competitors. It can, therefore, maintain 
the lowest prices and attract those cus-
tomers who base their buying decisions 
primarily on price. Walmart delivers the 
most value to their customers by offering 
rock bottom prices.

Timing Matters
Another example of operational excel-

lence is illustrated by one of Walmart’s 
major competitors - Amazon. This e-com-
merce giant combines high-powered soft-
ware with logistics to provide a timely ex-
perience to customers.

How did Amazon achieve such disrup-
tive efficiency? According to Quartz, the 
answer lies in Amazon’s inventory system 
that organizes products randomly, rather 
than in order, while meticulously keeping 
track of every item in the warehouse. This 
system allows each item to be simultane-
ously in several locations across the ware-
house, making the product pick-up faster, 
which, in turn, speeds up the whole ship-
ping process. As a result of their on-de-
mand efficiency, Amazon customers with 
a Prime Membership can receive a pack-
age within two days.

Competitive Edge: Cost- and time-ef-
ficient supply chains

Customer Intimacy
Companies that excel at operational 

excellence run their businesses as lean, 
mean corporate machines. Those pursu-
ing a strategy of customer intimacy must 
provide superior value by tailoring prod-
ucts and services to fit unique custom-
er needs. Value-added services like fo-
cused marketing and responsive/flexible 
processes are the hallmarks of this value 
discipline. The marketing and advertising 
agency MBLM defines customer intima-
cy as “a new paradigm that leverages and 

strengthens the emotional bonds between 
a person and a brand.”

The Leaders: Apple  
and Ritz-Carlton Hotels

Each year, MBLM conducts a Brand In-
timacy Study that determines the top-rank-
ing brands in this area. To do this, MBLM 
conducts 6,200 qualitative interviews with 
consumers across three countries.

The 2019 Report ranked Apple as sec-
ond on the overall list and number one 
among tech companies. The key to Ap-
ple’s customer loyalty lies in their creation 
of intimacy and emotional attachment to 
the brand. According to David Weinberg-
er, “everything from opening up the box of 
an iPhone to holding it in your hand is a 
sensory pleasure. From its weight to the 
texture of its parts to the brilliance of its 
screen – it’s a multi-sensory pleasure ma-
chine engineered to make you bodily happy 
when you interact with it.” Apple is a great 
example of why paying attention to prod-

uct design and user experience is crucial 
from the early stages of product develop-
ment, see Figure 1.

Personalization is Key
Ritz-Carlton Hotels was identified as a 

customer intimacy leader. The hotel chain 
has emerged as the industry standard for 
personalization in hospitality. Ritz-Carl-
ton has built a database of customers and 
every time a customer stays at the hotel, 
that information is accessed to establish 
their needs. The hotel then responds ac-
cordingly, whether by leaving fruit instead 
of chocolates in the room, or placing the 
telephone on the other side of the bed for 
left-handed guests. The hotel is aware and 
attentive to client needs.

Relationship vs. Account Managers
Another example is a large bank that has 

“relationship managers” instead of account 
managers. They are in the customers’ op-
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Personalization is Key 

Ritz-Carlton Hotels was identified as a customer intimacy leader. The hotel chain has emerged as the 
industry standard for personalization in hospitality. Ritz-Carlton has built a database of customers and 
every time a customer stays at the hotel, that information is accessed to establish their needs. The hotel 
then responds accordingly, whether by leaving fruit instead of chocolates in the room, or placing the 
telephone on the other side of the bed for left-handed guests. The hotel is aware and attentive to client 
needs. 

Relationship vs. Account Managers 

Another example is a large bank that has “relationship managers” instead of account managers. They 
are in the customers’ operations all the time, making sure the bank responds to customer needs, and 
almost function as advocates for the customer. The payoff is long-term customer relationships and low 
employee turnover. The differentiation strategy for the business is to focus on creating an intimate, 
long-lasting, profitable relationship. 

Competitive Edge: Customer Retention and Loyalty 

Product Leadership 

This is arguably the hardest value discipline in which to excel. Companies in this category lead the pack 
when it comes to introducing new products, even at the expense of cannibalizing their own offerings. 
They are fearless innovators who are always first to market. 

https://mblm.com/lab/ranking-tool/
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Pricing Transformation: 

Decision Making Required, 

Software Optional

Pricing transformations are a big topic in the business 

world, but many companies do not understand how to 

bring such a transformation into fruition. In this article, 

the author explores the key cultural and organization-

al changes required to implement meaningful pricing 

change. Tim J. Smith, PhD is the founder and CEO of 

Wiglaf Pricing, adjunct professor at DePaul Universi-

ty, and Academic Advisor for the Certified Pricing Pro-

fessional designation. His most recent book is Pricing 

Done Right:  The Pricing Framework Proven Success-

ful by the World’s Most Profitable Companies (Bloom-

berg Financial, 2016). He can be reached at tsmith@

wiglafpricing.com.
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P
ricing transformations are a 

hot topic. People have been 

preaching to CEOs, CFOs, 

CMOs, and CCOs for years 

that a 1% improvement in price can 

lead to 8 to 13% improvement in prof-

its. Even better, experience has shown 

that 1% improvement is a low-estimate 

of the expected outcome of a pricing 

transformation. Pricing transforma-

tion efforts routinely deliver two ad-

ditional margin points, and have been 

observed to deliver an additional 9% 

to margins. But where is the origin of 

these improvements, and how do com-

panies get this improvement?

Pricing Transformation is a Trans-

formation in Decision Making

At its core, pricing transformations 

is about transforming how organiza-

tions make decisions regarding pric-

ing. It is a transformation of the pro-

cesses used in pricing, the people 

engaged in pricing decisions, the in-

formation applied to pricing decisions, 

and the goals of those pricing deci-

sions. It is an organizational structur-

al change to align with the corporate 

strategy and goals.

A wide variety of coordinated profit-

focused decisions are required to drive 

a strong pricing transformation. These 

profit-oriented decisions will coordi-

nate list prices, target prices, commer-

cial policy, tactical price management, 

and sales-incentives towards more ac-

curate pricing.
It isn’t a single decision nor single 

process that delivers the improve-

ment, but rather the coordinated ef-

fort across many decision points, pro-

cesses, and routines to ensure pricing 
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erations all the time, making sure the bank 
responds to customer needs, and almost 
function as advocates for the customer. 
The payoff is long-term customer relation-
ships and low employee turnover. The dif-
ferentiation strategy for the business is to 
focus on creating an intimate, long-lasting, 
profitable relationship.

Competitive Edge: Customer Reten-
tion and Loyalty

Product Leadership
This is arguably the hardest value disci-

pline in which to excel. Companies in this 
category lead the pack when it comes to 
introducing new products, even at the ex-
pense of cannibalizing their own offerings. 
They are fearless innovators who are al-
ways first to market.

The differentiation strategy of prod-
uct leaders is to deliver superior val-
ue through leading-edge products that 
enhance customer benefits. Product 
leaders do not have the lowest-cost oper-
ations because their customers are not as 
price-sensitive. Their priority is to deliver 
the best new product, at any cost.

The differentiation strategy of product 
leaders is to deliver superior value through 

leading-edge products that enhance cus-
tomer benefit.

The Leaders: 3M and Vistakon
A global leader in innovation, 3M started 

out as a modest mining company that now 
produces more than 55,000 products. In 
times of rising AI, big data, IoT and oth-
er industry disruption, the company stays 
ahead by prioritizing investment in R&D. 
According to Forbes, the company has 
R&D laboratories with 8,300 researchers 
in 36 countries. The previous CEO of 3M, 
Inge Thulin, said that the third of the prod-
ucts they sold in 2013 came from products 
created in the previous five years.

Seize the Moment
Product leaders are not averse to risk. 

Johnson & Johnson’s Vistakon Inc. dem-
onstrated the value of taking risks when it 
took a chance on unproven optical tech-
nology. When company executives were 
led to an inexpensive method of manu-
facturing contact lenses, they seized the 
opportunity. They immediately bought the 
rights to the technology from a Danish oph-
thalmologist. A team was assembled, and 
a facility was set up quickly. Manufacturing 

of the lens, called Acuvue, started imme-
diately. This speed to market is Vistakon’s 
differentiation strategy. It has pushed the 
company to continue pursuing new tech-
nologies that might even render their own 
current lenses obsolete.

Competitive Edge: Customers with 
Less Price Tolerance

Find your Niche
Identifying the value discipline your 

company should pursue takes strategic 
planning and sometimes a great deal of 
introspection. One client of ours thought 
they should be a product leader, however, 
through the planning process, it was de-
termined that their real strength was cus-
tomer intimacy. While its products had to 
be competitive, their differentiation strate-
gy needed to focus on customer intimacy.

In whatever value discipline your orga-
nization pursues, you must continually re-
evaluate, refine, and even reinvent your dif-
ferentiation strategy. As Harvard Business 
Review pointed out, the operating model 
that elevates a company to value leader-
ship is superior and worth exploiting only 
until a better one comes along. v
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