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A TRIO of Differentiating Capabilities

The three capabilities selected for the microscope are those that offer means to achieve competitive
advantage. They are;

1. Reputation
2. Relationships
3. Innovation

1. Reputation

What is a Top Reputation?

Reputation is the rast important commercial mechanism for conveying information to prospects
and customers about what we do and about the quality of our products and services. The
importance of reputation can be seen from car hire to accountancy and from cheese production
through to running ded and breakfast. There are three ways in which it works:

1. Customers may learn from search, inspection and comparisons with alternatives. In
other words people think through what needs to be known about a product before
purchase. A goodeputation is important to get us onto a list options ¢ while a bad
one willalmost certainlyhelp take us off it.

2. Customers may learn from experience, particularly where knowledge of a product builds
up slowly. People may have a favourite hotel toysta Hereford but fewer will have
experience about where to stay in Rome. In each case consumption is dependent on
time and experience. Once again a good reputation is important to put you on the
shortlist.

3. Customers may rely on their knowledge of the pueér rather than the product, on the
advice of a retailer, or the recommendation of a consumer journal or trusted users and
friends prepared to share their experiences. We talk to each other about shows we have
seen, restaurants we have visited and shops patronize.

The Dilemma

You will never sell your products and use your skills until you are trusted and your prospects have
confidence in you. For that trust to be created, our prospects must know about us to begin with. This
means that we must make créde promises of quality together with public angliable

demonstrations of long term commitment to the niche. We will examine how this is achieved in the
sectionbelow.

Therefore, our reputation is critically important to our success as producerseamigesproviders.
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sales, no clientele and no professional fulfiiment.
Which Reputation?

In a small higlvalue niche, where the number of prospects may be laas & hundred; as long

as they are the right peoplea producer invariably offers a specialist product or service, where

each transaction is likely to be hundreds, or even thousands of poumdsis situation
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In a wider service market, particularly business to business, the numbers go up. Depending on
the target sector, on the value of each product or service and the frequency of purchase, we will
always need to be known to aviethousand people.

In a mass market, the numbers are likely to be in tens of thousands. This is particularly true of
retail, or where a business is dealing with lots of low value sales and a large consumer audience
with infrequent needs for our services.

Take a look
atthelistof | Check The Quality!
roduct

P Office furniture, Beer Medicines Computers

gr.oups and clothes, Canned food Washing powders Shares

think of the fresh fruit Newspapers Accountants Pension plans

ways electricity Caterers Managers Dishwashers
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find out

about their

quality.

You may = h Immediate Long-term
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products and

services of
their choice on these platforms then clearly the way they are madeind sold and influences the
nature of competition in different markets
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your customers are, what they want and value, how they buy and what you can do forgthem

how can you start to manage their expectations and buitandreputation?
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1. A name, information, promotion and branding that signals to customers that you can
offer the quality they want and

2. the various ways in which customers find out about the quality of products
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reputation - that ultimately leads to profitable business.

So how does the seller signal quality and begin to develop a relatioqglaigiicularly if prospects
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as would be the case for a new prospect on quest to find value for nfoney
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position so that both buyers anelers are winners. The thing to avoid is to charge ntooe less-
than the product is worth or the buyer will pay less than the product is worth.
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quickly and develop the relationships of trust that we need to grow our businesses? How can we
differentiate? What tactics can we use to move from commodity, evefigent to outstanding

status?

Quality Signals

Before you can successfully develop a reputation for your business it is vitally important to define a
Point of Difference or Unique Selling PropositigidSP)

This is the one thing that gives people cortipg reasons to deal with you and is therefore one of
the most important and crucial signals of quality your business should emit.
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your competitors. AJSP will educate your customers to understand the true value of dealing with

you and creates a positive perception of your business in the mind of your prospects and customers
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The value you offer your custwers- often associated with a brandwill provide the foundation for
@2dzNJ O2YLI yeQa NBLMzilF GA2y ®

Here are some really great examples from the past and today.

1 The drive of your life

Peugeot How to Create a Point of Difference

Safetyc Volvo V  An outstanding brand

The internet in your pockeg V  MessageofvaluezOOAE A0 O7A - AEA 91 O¢

Apple 6 Al OAA.\I Ad

_ V  An outstanding guarantee z boldly announce tha t you

Every ittle helps¢ Tescos guarantee results

V  Outstanding customer service - like the B&B that gives long
standing visitors free accommodations!!

V  Networks and alliances - and harness strong relationships
that other companies have already established with prime
prospects

Let's look at 10 tried and true V  Against the competition z fill the gaps your competitors miss
ways to claim a unique point of V  Communicate the difference z once you have found it

difference so that we can create a| V  Strategy of Pre-eminence z to ensure that you see it the way
your customers do

r ion, draw pr in
eputat.o ' d aw prospects into a V  Promoting yourself up market z create a higher standard of
reservoir of interested leads that performan ce

we can nurture andurn into loyal V  Create perpetual relationships z invest in your customers to
produce advocacy.

Join the debate; The Times

Promotion and price

and delighted customersready,
willing and committed to refer us
on.

2. Relationships

A competence based on an architecture of relationships. In bringing together a system of
relationships, business owners and managers are turning tevthethey manage internal and
outward facing relationships. Where these are developed great advantages are secured by
their exponents.

Businesses that establish relationships with and among their employees, with their suppliers and
their customers in relad networks can establish knelmow and routines to enable them to respond

to changing demands. Such structures are dependent on the ability of business people to build long
term relationships to generate value added.

They rest on a strong sense that therfigpants offer answers to problems of-@odination and
commitment. The merit of such relationships is that they facilitate the sharing of product knowledge
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and encourage the flexibility of response. Often busieesan set up distinctive supply netwark
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The retailer engaged in product design takes outputs produced by a small number of suppliers whose
activities were closely monitored. In the fashion industry wh@rdza (i 2 regRitedeRts change
quickly such rel@onships supply chainsare very important.

Continuity, stability and efficiency are well known features of such systems. Just in time stock
management is a striking example of what is possible. Urgent demand requires the urgent willing
response of partars in a long term relationship of joint venture, not the hard nosed spot contract
where one party is left most vulnerable.

Thenthere are Internal Relationships.

Managing the pace of work and challenge is the order of the day for many managers. But a
smdl number have grasped the notion that the role of management is more to do with vision,
direction and major improvement and less to do with day to day transaction, however, only a
fraction of managers have found the means to do it.

Management emphasis given over to drawing extraordinary performance from ordinary
people and in a word to the practice of leadership. Leaders motivate people to strive towards
common goals. They work with the talents and strengths of employees and suppliers to create
an envionment of purpose and success.

This emphasis has caused managers to move away from traditional management styles based

on technical skill and position to one of leader, coach and facilitator. An environment of

success in which individuals and teams capitoperly motivated and encouraged to face the

same direction the goal of achieving real business results and outstanding sta@tud (2 Rl @ Q&
imperative.

The importance of architecture is emphasised in the story of Andrew Cook who turned the
family com@ny into an als@an unto market leader by working with customers and suppliers
and in so doing gave the vision in and leadership for change to people in the business.

3. Invention and Re-invention

Let me make a statement LOUD and CLEAR right here. (B yomanager that thinks you know
GKIGQa NARIKG F2N) e2dzNJ 6dzaAySaas KSNBUa &2dzNJ g1 Ny
because you probably need it)...
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There are many ways to profit from your people while providing a valuable service to your
customers.

In other words, being creative 80 MUCH MOREan just firing out idea after idea. Its amazing how
people at the top ignore the viewpoints of those at the bottom. All too often, managers and
business owners pay Hgervice to what their peple know and how they think they should talk to
them.

And yet we have seen how important invention andmeention is in answering the questidihat
Will Our Business Be?

Invention and reinvention is really important in the system. As long, that igj@sgre not constantly
telling your people you have got to do it this wayand"you got to do it that and 'this is the best
way to do that I've ever seérvery fifteen minutes. Because this is the way that invention and re
invention generally takes pte.

There's a point to this, and its
this; a little while ago I read an | Hayy |nnovation Takes Place In Most
articl.e on innovatio.n which said Companies

that in western businesses, for
every 100 employees only 11 ney 20% of people (generally managers) are actively involved
ideas were forthcoming from the In innovation

workforce. In Japanese 60% are quite happy getting on with the job in the same
old way, although people in this bracket would like to be
involved. But no one actively tries to get these routine ly
3500! The report from which this | involved with innovation

was taken was a little old, so
things will have changed. But

companies the figure was nearer

¢nhp AOA EOOO 110 AT OEAOAA 10O

none-the-less there are
implications for us.

The difference comes from the fact that new idea generation is part of a systemoutine. A
system that is abléo promote new idea generation based on the empowerment of a workfqrice
other words it has been motivated to think up, develop and implement new ideas.

And we are not necessarily thinking of transforming inventions such as a new product or process.
Incremental improvements while less spectacular are ongoing and less costly

Most businesses tend to focus on transforming innovation, but quite few ignore continuous
improvement.
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Let me just give you a quick
example

The Bumper Car Business.

The benefits ottontinuous o ) ;
In this imaginary scenario a recurrent problem

Improvementare numerous. frequently facing the manager of a travelling bumper car
Here are some that are proven: | business is that the staff come across nuts that have
fallen off one or other of the bumper cars. On each

1 Easier working conditions for; occasion when these nuts are discovered, the find is

o . ted to th .
the individual improver and reported fo the manager

his/her colleagues While the manager takes the problem to the
) manufacturers to resolve he knows that it will take
Creating new customers months to before something is done. How on earth is he
to resolve the problem? He decides to ask the staff to

9 Product, service and process

_ help.
Improvement

1 Improved team spirit and Thg _t_)igAi§sue'is thz'atAnu"ts on the~ri|jk~prgsent a ;afety o
P P pOi Al Ai AT A AAAAOOA OEA OEI
relationships between easy to find the nuts. Then when the rink is busy during
individuals in and bsteen the day it means that staff have to stay behind and look

for them.
teams

More profitable turnover
Greater individual responsibility and responsiveness to improvement and change

Increased knovhow, knowledge sharing and skills development

= =4 4

Improved creativity and competitiveness
And those are just a few ideas for on@esific function.

Very few people understand the tremendous value that their people can offeand how to go
about tapping it.Very often they think they do, but they really don't. They see people as passive
resource, unresponsive, and unproductive butigh in fact just needs you to treat them
appropriately and set them into motion.

Continuous improvement, low in capital intensity, depends for its success on harnessing the
creativity and enthusiasm latent in all employees in the business

What would ittake to get such an incremental scheme into action?

Such systems require managers and business owners to stand back and allow their people to evolve
ideas to make improvements. What else is required?

1. Managers would encourage and coach people to develop iea&s but not get involved
in their implementation
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2. ldeas would be tested for feasibility by team leaders / managers for financial worth, feel
good and benefit to the individual

3. Each proposal would be documented and show before / after benefits andtsféand
approved by the manager / owner who would then thank and regard the individual

4. A simple reward system, say £10, £15 or £20 per implemented idea

This makes for a much better system than a simple suggestion scheme. The difference is that

individu# & (GKSYaSt@dSa INBE Ay@2ft SR Ay adzOK | LINBINI Y
owners have reported surprise at the number and range of improvements in communications,

product, process, equipment, administration and financial efficiepagpd in the scale of profit

improvement achieved.

If you require any further guidance or help on this area, please do get in touch or read some of my
related articles and white papers.

la |fgléeaz 6SQNB KSNB (2 KSf Lo

Best wishes,

(s Bl

Andrew Pearson
Managing Directo
Unique Business Strategies
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This is one of a series of articles published by UBS Unique Business Strategies.

If you want to readmore on business strategyisit Unique Business Strategiasd chose from a wide
range of articles, white papers and books on for example Business Strategy, Marketing, Management
and Operations

Popular reads include;

How to Create and Exploit a UNIQUE STRATEGIC POSITION for Your Business
The Vital Importance of Creative Insight

The Purpose Driven Management System

How to Locate and Utilize Three Differentiating Capabilities
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To find out more please write to

andrew@uniquebusinessstrategies.co.uk
visit my blog

www.uniquebusinessstrategies.co.uk
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