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Preface 
 

Forget ñworld classò or ñbest in classò and instead think ñbest in marketò.  ñWorld classò and 

ñbest in classò are meaningless.  I know of many manufacturers that are ñworld classò or ñbest in 

classò but are not market leaders ï some are challengers but many are followers.  The only place 

U.S.  manufacturers need to be is number one in those markets that they are targeting.  This is 

where they make their money. 

 

Best in Market is a book about achieving and sustaining a leadership position in those markets 

the organization chooses to serve.  Being best in market is the accolade that buyers lavish on the 

organization that provides superior value and the reward is dominant market share and 

profitability.  This is the new goal for U.S. manufacturers. 

 

This past decade has been the decade of cost reduction as manufacturers came to grips with an 

intensive upswing in global competition.  This next decade will see manufacturers embrace a 

more aggressive posture where value creation and value delivery are the hallmarks of success.  

And, the reward for those enterprises that are successful in becoming smooth running value 

machines is best in market ï market share leaders. 

 

For many manufacturers who have embraced a cost reduction strategy, the market place and its 

dynamic competition have become an abstraction.  Their internal focus has erected a barrier 

between the manufacturing floor and the market place - but quality and value have no meaning 

when divorced from buyers.  There is nothing inherent within the quality movement (as it is 

actually practiced) to help manufacturers understand how targeted markets define value.  

Accordingly, manufacturers need some mechanism or system that provides the information 

conduit to markets and their value needs.  That mechanism is Six Sigma Marketing (SSM). 

 

Six Sigma Marketing is a fact ï based, disciplined approach for growing market share in targeted 

product/markets by providing superior value.  It establishes an intimacy between organization 

and market place that allows them to identify important value opportunities and drive this critical 

information to the key strategic and operational areas of the firm.  SSM informs the 
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organizations about issues regarding manufacturing, product design, supply chain, channel, sales 

and promotion, and pricing.  It does this through the voice of the market (VOM) and the value 

tools that are a part of Six Sigma Marketing. 

 

Best in Market will change the way most manufacturers view their customers, their markets and 

their competition.  For those manufacturers who already have a strong link to the market place, 

Six Sigma Marketing offers innovative tools and approaches for making this link even stronger. 
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Introduction  
 

This is a book about the future of U.S. manufacturing.  It is based upon years of work with a 

large number of manufacturing organizations including New Holland, Caterpillar Mitsubishi, Joy 

Mining and Manufacturing, AGCO, and many others as well as my experience as a subject 

matter expert for manufacturing organizations such as the Maryland World Class manufacturing 

Consortium. 

The premise of the book is simple.  For U.S. manufacturing to achieve a dominant position 

within the global market it must develop a systematic and focused capacity to create and deliver 

value ï customer value.  The challenge is to grow the demand for its products and brands in the 

targeted markets where it chooses to compete.  Market share will be the metric of success.  To 

achieve this success it will have to change its business model, its culture and adopt a new set of 

value measurement and management tools.  There is no existing systematic mechanism within 

the manufacturing sector that can do this.  Renewing Americaôs Manufacturing Leadership will 

introduce the reader to the value creating mechanism called Six Sigma Marketing (SSM) that is 

highly complementary to the success of U.S. manufacturing. 

Old habits die hard and these changes will not come easily to an industry that is internally 

focused on production and cost cutting.  U.S. manufacturing will have to raise its vision beyond 

the cost cutting initiatives on the manufacturing floor to the master the dynamics of the various 

markets that it chooses to target.  To date there is much lip service paid to a market focus on the 

part of many, if not most manufacturers.  They talk a good game but execute poorly.  They donôt 

understand how markets define value nor do they know how to drive the value information to the 

key strategic and operational areas of their business that create and deliver value ï a value that 

will drive market share gains.  Dominance is defined in terms of market share and profits.  

Without understanding how to measure and manage value that dominance will prove to be 

illusory. 

Chapter 1 examines the state of U.S. manufacturing ï the myths, the realities and most 

important, the challenges.  Much has been written about the challenges from new tax laws to 

enterprise zones to cost cutting.  These are what I call enabling factors that will provide 
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organizations with an environment to excel.  Enabling factors alone are insufficient to sustain a 

leadership position.  Value creation and delivery are the sustaining factors ï those factors that 

will enable U.S. manufacturing to achieve this dominance and sustain it. 

Chapter 2 examines the old business model and how it must change to accommodate a new set of 

exigencies that populate a global market place. 

Chapter 3 takes an in depth look at the element that calls for a new set of tools that will be 

required to excel in a global environment.  At the heart of these tools is value ï an idea that is not 

new but one that has received new attention because of our ability to measure it and manage it. 

Chapter 4 provides the foundation for the new value strategy.  Targeting markets will be crucial 

to any effective strategy in the global environment.  Buyers in different countries and even 

different regions of different countries will define value in different ways.  Identifying targeted 

product/markets and being able to assess their utility to the organization is a critical first step ï 

one that will eliminate much waste and insure greater productivity. 

The Voice of the Market (VOM) and how to capture it is the subject of Chapter 5.  For each 

targeted product/market the organization will have to create a value model that identifies and 

prioritizes the importance of both quality and price and then identifies and prioritizes the 

importance of the CTQs (critical ï to ï quality factors) that make up quality.  The VOM becomes 

the information platform that informs all subsequent aspects of SSM.   

Understanding your organizationôs competitive value proposition, how the market evaluates your 

value relative to that of your key competitors is essential.  Failing to do so relegates all 

subsequent activities to guesses and your strategic planning becomes strategic guessing ï an all 

too often occurring activity in many manufacturing organizations.  This is the subject of Chapter 

6. 

Since market share is the focus of this new value strategy, a tool for managing customer loyalty 

is provided in Chapter 7.  Trying to outsell customer defections or running faster to simply stay 

in place as suggested by the Queen of Hearts in Alice in the Looking Glass is not an option.  

Customer retention is a crucial component of market share management. 

 



10 
 

A product of the Six Sigma Marketing Institute 
 

Chapter 8 describes a value tool for identifying where your competition is vulnerable and how to 

attack that vulnerability.  Customer acquisition is another component of market share and in 

most maturing industries, taking customers from competitors is a capability that must be 

mastered.  Simply waiting for your competition to make a mistake is too passive and relies on 

serendipity rather than strategy. 

Improving the three factors that impact market share gains ï people, product and processes is the 

focus of Chapter 9.  Value is delivered through the organizationôs capacity to manage these three 

value adding elements.   

Finally, Chapter 10 offers a model of monitoring changes made to the people, product and 

process improvements undertaken.  To simply assume that the changes are doing what they were 

intended to do is delusional.  They must be monitored to assess their efficiency and 

effectiveness.  

As indicated earlier, the driving influence in this new model is Six Sigma Marketing a fact-based 

disciplined approach for growing market share in targeted product/markets by providing superior 

value. 

In most manufacturing organizations traditional marketing is viewed primarily as a selling 

function.  SSM rejects this traditional and passive approach and becomes the organizational 

value spearhead.  It is intimately involved in the identification of value opportunities and the 

translation of those opportunities into strategic and operational initiatives designed to grow the 

organizationôs top line revenues and market share. 
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Chapter 1: ȰThe news of my death has been greatly exaggerated ȱ  
 

The title of this chapter has been attributed to Mark Twain but its application to U.S. 

manufacturing is equally apropos.  Depending on what news report you see or article you read, 

U.S. manufacturing is either seriously on the decline or in some kind of moribund state.  Adding 

to the noise is the seemingly unending onslaught of products and goods coming in from abroad, 

especially China.  All of this certainly gives the impression that the U.S. has abandoned its once 

powerful manufacturing capability.  However, a more critical examination shows that U.S. 

manufacturing has actually increased as measured in a number of different metrics.  For 

example, from the MAPI : 

Despite perceptions that U.S. manufacturing is disappearing, the quantity of 

manufactured goods produced in the United States has kept pace with overall economic 

growth for the past 90 years.  Since 1947, value added in manufacturing has grown 

sevenfold, the same as gross domestic product (GDP).  While employment has steadily 

declined in the sector, one in six private sector jobs are still in or directly tied to 

manufacturing.
1
 

Hereôs another take on the current state of manufacturing, this time offered in Qualitydigest.com: 

The United States makes some $5 trillion worth of goods and the manufacturing sector 

still employs 13 million people across the country, according to national Public Radio.  

The country has less than 5% of the worldôs population but actually manufactures 20% of 

the worldôs goodsé U.S. manufacturers sell their products all over the world.  In 2007 

alone, the United States rang up more than $200 billion in sales of aircraft and other high 

tech goods, and $80 billion in cars and parts, according to the Associated Press.  Just one 

heavy machinery company, Deere & Co., recorded $16.5 billion in sales of farming 

equipment.  The United States produces two and a half times more than China in dollar 

value.
2
 

A contrarian view is offered by Businessweek.com: 

Now, the bad news.  Unless the U.S. can magically resurrect its manufacturing base, the 

good paying jobs from these breakthroughs will be offshoreé In 2000 the U.S. exported 

$29 billion more high tech products than it imported, notes Harvard Business School 

professor Willy C. Shih.  Owing to a legacy of underinvestment in manufacturing, by 

2007, that had turned into a $54 billion trade deficitéTwo decades of unconstrained 

outsourcing to Asia have hallowed out much of Americaôs base of suppliers, factory 

managers, and skilled technicians.
3
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This book is not a backward looking book about the state of manufacturing in the United States.  

Nor is it a report on its current status.  That focus is best left to reports such as ñFull Report on 

Manufacturerôs Shipments, Inventories, and Ordersò released in April 2009
4
.   

 

On the contrary, it is a book about the future of U.S. manufacturing, in particular, what 

manufacturers in the U.S. have to do to be and stay, not world class, not best in class,  but more 

importantly, best in market in the face of increasing global competitiveness.  In other words, 

facing strong competition in an increasing global economy, how do American manufacturers 

dominate those markets they choose to target? 

 

To this end, there is available to manufacturers a lot of advice.  Much of this advice focuses on 

factors that are out of the control of the individual manufacturer and include such policies such 

as lower taxes and increased tax credits, enterprise zones, or factors such as higher labor costs, 

the need for a deeper pool of skilled labor; in short a well-defined and thought out industrial 

policy. 

 

Some of the advice is couched in terms of challenges such as those put forth by Donald W. 

Havas in the Spring edition of The Bent of Tau Beta Pi
5
 and which echo the previous identified 

factors.   These include: 

 Cost pressures 

 Talent crunch 

 Changing expectations of the market place 

Many of these factors are what I call ñenabling conditionsò for manufacturing growth.  They 

provide an environment in which American manufacturing can grow but, in and of themselves, 

do not and cannot insure a solid American manufacturing sector.  Simply having a friendly tax 

program does not insure that a manufacturer will be a successful competitor.   

 

In a national study of manufacturers called ñNext Generation Manufacturing Studyò, six 

strategies were identified that were deemed essential for global competitiveness.  These 

included: 
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1. Customer focused innovation by delivering new and better customer solutions at a faster 

pace than the competition. 

2. Systemic continuous improvement by achieving recurring enterprise ï wide productivity 

gains that exceed the competition. 

3. Advanced talent management to gain competitive advantage through best practices in 

talent recruitment, development and retention. 

4. Global engagement through securing business advantages through people, partnerships 

and systems capable of engaging global markets, talent and resources. 

5. Extended enterprise management that leverages a flexible network of suppliers and 

partners to provide competitive advantage of speed, cost and quality. 

6. Sustainable products and processes through the integration of environmental best 

practices into company operations and product development to maximize competitive 

advantage.
6
 

A new model for global manufacturing  
 

Perhaps the most comprehensive view regarding winning in a global economy comes from SRI 

Internationalôs report, ñGlobalization: Trends and Impact Factors of Globalization of 

Manufacturing Input Factors on Future Manufacturing Capabilityò.
7
 

At the heart of this report is a new model of the Traditional Manufacturing Framework.  The 

traditional model is shown in Figure 1-1. 
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Figure 1-1 

 

The traditional model places an emphasis on economies of scale, vertical integration, domestic 

sourcing, and a focus on domestic production of goods for sale both at home and in international 

markets.  Underlying this model is a production function ï one that places a premium on low 

cost production with a strong product focus.  Under this model, initiative such as lean, Six Sigma 

and TQM, among others, flourished.  Defect reduction and cost reduction have become the goals 

of many manufacturers.   

 

  



15 
 

A product of the Six Sigma Marketing Institute 
 

Globalization, according to the report, is changing the traditional framework to the one shown in 

Figure 1-2. 

 

Figure 1-2 

 

At the heart of the Globalized Manufacturing Framework is a business model that is driven by 

the creation and capture of value.  Supporting this value driven business model is an emphasis on 

supply chain management, a focus on R&D, flexibility and what is called a ñglobal 

orchestrationò.  In other words, value capture becomes a necessary condition for manufacturing 

success.  This is a ñsustaining conditionò contrasted with those factors mentioned earlier that are 

ñenabling conditionsò.  No government initiative, legislation, or involvement can create and 

deliver the level of value that will insure U.S. manufacturers achieving best in market.  Value 

creation and delivery must come from within the organization in response to market dictates.  

The question is, ñWhat skill set do U.S. manufacturers have that can identify, create and deliver 

value in response to the different markets the manufacturer chooses to target?ò 



16 
 

A product of the Six Sigma Marketing Institute 
 

The value problem  

 

A manufacturing business model that is predicated on the creation and capture of value assumes 

that manufacturers have a capacity or a capability to actually capture value.  This is not 

necessarily true.  The report remains mute on the mechanisms for creating and delivering value 

in global markets.  Further, there is little evidence that many manufacturers understand what 

buyers value, how to capture this definition, and how to drive this information to the key 

strategic and operational areas of the organization that create and deliver value.   

 

A survey by iSixSigma Magazine supports this contention
8
.   Table 1-3 highlights how 951 

quality managers responded to the question regarding the challenges they face in using customer 

information. 
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Table 1-3 

Market Information Challenges Facing Quality Managers 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The greatest challenge cited was in the area of VOC (voice of the customer) acquisition.  Issues 

included the actual acquisition of the information, its measurement, sampling (who to talk to) 

and analysis.  Illustrative of this challenge were the following comments: 

 ñGetting useable information from the people who countò 

 ñGetting a representative sample from the appropriate customer segmentò 

 ñThe biggest challenge is defining the customerò 

Challenge 

% of total 

mentions 

% of mentions within 

challenge 

VOC Acquisition 44%   

  Who to talk to   21% 

  Obtaining valid data   55% 

  How & what to measure   20% 

  How to analyze   4% 

    100% 

Culture 25% 100% 

      

Implementation 16%   

  Linking VOC to 

processes   44% 

  Using VOC information   56% 

   100% 

Resources 15%   

  Time issues   56% 

  Dollar issues   44% 

  100% 100% 
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 ñ Interpreting the responseò 

The second most mentioned challenge centered on the issue of culture.  Here are some of the 

comments that defined this issue: 

 ñGetting the organization to understand customerò 

 ñCulture change and learn to listenò 

 ñConvincing the powers ï that ï be to understand and focus o the customerò 

Implementation was the third most cited challenge.  Using and linking this information 

dominated this challenge.  Comments included: 

 ñRight translation of customer information into operational actionsò 

 ñTranslating the customer complaints/comments into actionable improvements in our 

processesò 

 ñTranslating customer requirements to product/service quality attributesò 

 ñTranslating VOC into design and product specificationsò 

 ñWe collect data but nothing happensò 

Dollar and time issues dominated the resource challenge.  Here are some illustrative comments. 

 ñResource constraints to collect dataò 

 ñBalancing my current work assignments with my Lean Six Sigma project assignments.  

My Lean Six Sigma project is seen as a secondary duty although it takes up considerable 

timeò 

 ñThe fact that we are allotted very few resources to formally gather VOC data.  Itôs 

expensive so we rely too much on anecdotal informationò 

Many manufacturers have a built in antipathy toward customers in the form of a production 

focused culture that blinds them to market dynamics in favor if cost reduction and production 

goals.  Accordingly, organizations fund those initiatives and activities that are the most important 

to them.  Capturing, understanding, and deploying market information is critical to value creation 

and delivery but, as the survey indicates, remains one of the greatest challenges facing quality 

professionals in manufacturing. 

 

In yet another study, this one conducted by IBM of 400 supply chain executives, the lack of 

customer input was one of the key supply chain challenges.
9 
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Rising customer demands ranks as the third highest supply chain challenge, and two out 

of three companies struggle to accurately identify customer needs.  However, despite the 

obvious need for customer interaction, companies tend to focus more on their suppliers 

than their customers.  Eighty percent design products jointly with their suppliers, but only 

68 percent with their customers. 

 

Although technology has made it more feasible than ever to incorporate customer input, 

working directly with customers remains the least common supply chain practice.  In 

fact, demand planning at one out of five companies ignores customers entirelyé.But as 

the pressure to be more profitable grows, supply chains wonôt be able to afford the excess 

inventory, lost sales and missed innovation opportunities cause by inadequate customer 

collaboration (p.22). 

 

The value answer  

 

This is what this book is all about ï how to create and sustain a value advantage that will propel 

U.S. manufacturers to the status of best in market.  They cannot achieve best in market status 

through government industrial policy.  Nor can they achieve it with an internal focus on 

production.  U.S. manufacturers must become value creating and delivery machines ï capable of 

providing superior value in those markets which they target.  It is a market ï by ï market 

approach to dominance.  It requires a disciplined and fact ï based process that can be applied to 

any market that is targeted.  

 

The irony of U.S. manufacturingôs revitalization resides in the adoption and deployment of Six 

Sigma Marketing.   

 

Six Sigma Marketing (SSM) is a fact ï based, disciplined approach to growing market share in 

targeted product/markets by providing superior value.   

 

SSM has evolved in response to a less than effective and efficient traditional marketing function 

ï one that is typically governed by agendas and lore.  It adopts and conforms to the DMAIC 

process that has made Six Sigma a powerful approach for defect reduction and cost cutting.  

Unlike traditional Six Sigma, SSM has an external focus ï one that has a laser like concentration 

on the creation and delivery of value.  Value has been shown to be a strong leading indicator of 
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market share and top line revenues.  There is little evidence that this capacity exits in most 

manufacturing organizations. 

 

Traditional marketing practice has become a selling function with a concentration on promotion 

and selling and has lost its ability to bind organizations to the markets they choose to serve.  In 

many manufacturing organizations marketing reports to the VP of sales, rather than sales 

reporting to the VP of marketing.  This says a lot about its role within the organization. 

 

SSM establishes an intimacy with the markets the organization targets.  It captures how the 

market defines value and deploys this information to engineering, manufacturing, design, 

channel management and pricing.  It insures that the organization is market focused instead of 

product focused.   
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Takeaways 
 

 The manufacturing world is dramatically changing placing the ability to capture how 

markets define value forefront in the list of success factors for becoming best in 

market. 

 Value ï customer value ï is the sine qua non of manufacturers seeking to be best in 

market.  Value is the best leading indicator of market share and top line revenue 

growth.  Only the creation and delivery of superior value will be best in market.  

Other competitors will be relegated to ñfollowersò. 

 Many manufacturers lack the skill set and the tools to understand how their targeted 

markets define value.  This internal, product focus has occluded them to the changing 

value needs of a dynamic and global market. 

 Too many manufacturers lack the customer intimacy necessary to become value 

creating and delivery machines. 

Chapter 2 expands on the nature and character of Six Sigma Marketing and its evolution.  It 

introduces the reader to the modified DMAIC process that provides its structure and 

discipline. 
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Chapter 2: The time to think out of the box is before you find yourself in a box 
 

How many times have we heard team leaders or managers implore and exhort people to think out 

of the box?  How many times does this take place when the organization is facing some kind of 

problem or emergency?  Thinking out of the box is something that should take place constantly ï 

it is the hallmark of a best in market enterprise. 

The box many manufacturers are in is one of their own creation.  The walls of the box were 

created from myopic thinking that placed a premium on cost reduction.  U.S. manufacturers have 

emphasized with a laserïlike focus on defect reduction and cost cutting.  They have been 

impelled to do so as a response to what they see are the major global forces impacting their 

business.  And, they are not completely wrong. But for too many manufacturers, Lean and Six 

Sigma have come with a cost, an externality if you will, a reinforcement of an internal 

production orientation blinding management to those external elements that impact the 

organizationôs growth.  Leaning out a business is a good idea but it cannot replace a great idea 

like growing the business.  Lean and Six Sigma have as their primary emphasis efficiency.  Six 

Sigma Marketing (SSM), as a complimentary tool, has as its emphasis both efficiency (doing 

things at a lower cost) and effectiveness (doing things better).  This is out ï of ï the ï box 

thinking that creates the best in market organization. 

Some new SSM terms 

Six Sigma Marketing represents a departure from the more traditional marketing and Six Sigma 

approaches.  Here are some terms and their definitions that are used in this chapter that will make 

understanding SSM easier. 

 Value: value is the interaction between quality and price.  Based on my empirical 

modeling, I have added a third element, brand image.  These three components are 

referred to as value drivers.  Value provides an evaluation of the ñworthò of a product or 

service offering. 

 Value proposition: is the evaluation of the enterpriseôs product or service offering by a 

specific market.  It is relative to the value propositions of the other competitors operating 

within the market.  Often referred to as a competitive value proposition, it is an important 

enterprise asset since it signals the ñworthò of the offering.  Value propositions show up 

on the Competitive Value Matrix. 

 Product/market: is the interaction of an organizationôs product line(s) with the different 

markets or market segments.  These product/markets are displayed in a Product/Market 
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Matrix and each P/M represents an opportunity of different strategic and economic value 

to the firm.  A product/market is important to SSM because it reflects the two elements 

that drive revenue growth and market share - things people buy (products or services) and 

the people that buy them (markets). 

 VOM (voice of the market): is how the market (your customers as well as the customers 

of your competitors) defines value.  It is captured in a Competitive Value Model and 

becomes the principal driver of all strategic and operational initiatives shaped by SSM 

and undertaken by the firm.  VOM is different from the VOC (voice of the customer) in 

that the VOC captures only the evaluations of your captive customer base.  

 

SSM is OTB Thinking 

 

Six Sigma Marketing is a fact ï based, disciplined approach to growing market share in 

targeted product/markets by providing superior value.   

SSM is all about growing market share effectively and efficiently.  In short, SSM is all about 

becoming and staying best in market having evolved in response to the less effective agenda 

driven marketing practices that dominate American manufacturing.   

At the heart of SSM is a modified DMAIC process familiar to Six Sigma devotees.  In Six Sigma 

the DMAIC process is associated with a program of improvement ï typically fixing processes 

that are not working properly.  In SSM, the DMAIC process also has an improvement agenda but 

equally important, the objective is enhancement of people, product or processes for the purpose 

of leveraging to gain market share.  Value is created and delivered to targeted product/markets 

by means of people, products and processes.  Leveraging has different meanings to different 

people.  Hereôs an example of leveraging that will make clear the DMAIC objectives of SSM. 

In the early eighties, Caterpillar was facing a strong competitive assault from Komatsu and other 

equipment manufacturers.  Realizing that one of its major differentiating value adding strengths 

was its dealer network, CAT chose to leverage this strength.  It could do so by simply advertising 

the power of its dealer network to the markets they served.  However, a more effective type of 

leveraging was to invest even more in the dealers to make it impossible for any competitor to 

neutralize the strength of its network.  They wanted to make the dealers even better ï to become 

more capable of dealing with market dynamics and more capable of creating and delivering 

superior value.  CAT management realized that it was through their dealer network that they 

could sustain a best in market position in their global business.  The result was a substantial 



25 
 

A product of the Six Sigma Marketing Institute 
 

dealer development program designed to make dealers the leading dealers in any product/market 

CAT competed in.  This leveraging created a differential value advantage that CAT continues to 

enjoy today.   The SSM DMAIC process is designed to identify those quality and price 

opportunities that provide a competitive value advantage and create action plans to leverage 

them for value superiority.         

Hereôs an overview of the SSM DMAIC process. 

The DEFINE stage identifies and targets the specific product/markets that provide the 

manufacturer with the best opportunities for growing the business.  Not all opportunities are 

equal.  One of the members of the Maryland World Class Manufacturing Consortium after 

having gone through the define stage of SSM was amazed to find that he was spending 70% of 

his revenues on a market that was providing a scant 5% of returns.  By understanding the various 

product/market opportunities he was able to reinvest in product/markets at a lower cost but 

providing greater return.  Thatôs both efficient and effective.  In an age of global competition 

understanding different market opportunities is crucial.  Failure to do so can be catastrophic.  

Product/markets are further discussed in Chapter 4.  The two tools that are used in the DEFINE 

stage are the Market Opportunity Analysis Tool and the Product/Market Matrix. 

For each targeted product/market identified in the DEFINE stage a value model must be created.  

This is the focus of the MEASURE stage.  The value model is the voice of the market (VOM) 

and becomes the information platform that drives the rest of the DMAIC process.  This insures 

that the SSM initiative is powered not by internal agendas or company lore but rather by the 

market ï a crucial element of a market focus.  The principal tool used in the MEASURE stage is 

the Competitive Value Model, the subject of Chapter 5. 

The ANALYSIS stage is powered by three tools: the Competitive Value Matrix, the Customer 

Loyalty Matrix and the Competitor Vulnerability Matrix.  These tools provide the analytical 

basis for increasing market share, the objective of SSM.  The Competitive Value Matrix (Chapter 

6) identifies the competitive value propositions of the major competitors operating within a 

specific product/market.  This in turn permits the identification of value gaps and the nature of 

those gaps.  The Customer Loyalty Matrix (Chapter 7) identifies the degree of loyalty your 

organization enjoys, the nature of that loyalty and the reasons why customers are most likely to 
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defect.  Finally the Competitor Vulnerability Matrix (Chapter 8) takes apart competitorsô value 

offerings identifying their strengths and weaknesses and their points of vulnerability. 

IMPROVEMENT focuses on making improvements or enhancements to specific people, product 

or process issues designed to increase the organizationôs value proposition and market share.  

Two value tools are used in the IMPROVEMENT stage: the modified Cause & Effect Matrix 

and Value Stream Mapping.  The modified Cause & Effect Matrix links in a X ï Y manner, the 

people, product and processes (Xs) that directly affect the organizationôs performance on key 

CTQs (Y).  Value Stream Mapping conveys this information to those areas of the organizationôs 

structure allowing changes for improvement or enhancement to its competitive value proposition. 

The CONTROL stage monitors the changes made in the IMPROVEMENT stage by assessing 

the impact these changes have on the organizationôs competitive value proposition and by 

tracking key transactions that represent crucial buyer touch points such as sales, repairs, 

technical support, etc.  This monitoring is designed to mitigate customer defects and target the 

goal of less than 3 customer defects per million transactions.   

SSM relies heavily on the creation and delivery of value as the driver of market share and top 

revenue gains.  All of the tools in the modified DMAIC approach are tools designed to measure 

and manage the organizationôs value proposition.  These are new tools designed specifically for 

that purpose.  In ï the ï box thinking relies upon the outdated notion of customer satisfaction, 

but as you will find in Chapter 3, satisfaction has little or no relationship to market share or 

profitability.  Satisfied customers are not profitable or loyal customers.    

Value drives growth and market share 

One of the earliest things an MBA learns is the different growth strategies available to a 

business.  These are illustrated in the following table. 
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Table 2-1 

Four Growth Strategies 

 

  Current Products New Products 

Current Markets Market Penetration Product Development 

New Markets 

Market 

Development Diversification 

 

There are essentially four options for growth: 

1. Market penetration ï the selling of more current product into current markets 

2. Market development ï the selling of current products to new markets 

3. Product development ï the selling of new products to current markets 

4. Diversification ï the selling of new products to new markets 

 

What all of these growth options have in common is the importance of market share growth.  

Each is successful if and only if increased market share accrues to the organization.  This means 

that the organization must acquire the capacity to grow the demand for its current or new 

products in its current or new markets.  This also means that the organization must know how to 

measure and manage value. 

Letôs look at a couple of these growth options in greater detail.  Itôs abundantly clear that the 

market penetration option is about growing market share.  Selling more of its current products in 

current markets comes from three sources: 

1. The acquisition of new customers (either from existing competitors or customers new to 

the market) 

2. The retention of the organizationôs current customer base, and 

3. The ability of the organization to renew contracts, up-sell, increase purchasing frequency 

and amounts, etc. to its current customer base. 
 

This is the principal growth option under the traditional manufacturing model focusing on 

domestic markets.  It places a heavy emphasis on low cost production and heavy selling. 

Globalization is forcing many manufacturers to embrace a market development strategy for 

growth where the focus is on the cultivation of demand for its current products in new markets.  
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Here again, market share is critical as manufacturers seek to establish a beach head in new 

markets and do it quickly.   

An added requirement is the speed with which these new initiatives can become profitable.  And, 

this is where the ñspeed of valueò becomes important.  Not only does customer value positively 

impact the degree of market penetration, it also catalyzes the rate of penetration especially if the 

value is readily discernible.  It does so because these products are built around a customer 

dictated definition of quality (the correct CTQs) and offered at a price that buyers find 

competitive and fair.  Lower value products (products that are not responsive to the quality needs 

of the buyer and are often offered at a price that is not commensurate with the corresponding 

quality) take greater selling effort and time to overcome their commodity perception since these 

lower value products tend to rely heavily on price discounting and dealing.  In other words, 

buyers do not find these products ñworth itò! 

Product development strategies also rely heavily on value to move them through the introductory 

and growth stages of their life cycle.  Consider how one innovative organization defines 

innovation.  Dr. Curtis Carlson, president and chief executive officer of Stanford Research 

Institute (SRI) International talks about innovation: 

Innovation, we believe, is the process of creating and delivering new customer value 

(emphasis added) in the marketplace.  It is a discipline that can be taught and learnt.  

Without these principles our company would not be able to conceive and create 

innovations that are at the cutting edge of science and technologyéValue creation and 

forming innovation teams are also crucial to achieving a marketplace technological 

breakthrough, invention, business model or creative design. 

Carlson is correct about customer value as being a key to innovation and he is equally correct in 

that it can be taught and learned.  In fact, the renewal of Americaôs manufacturing leadership will 

depend upon American manufacturers learning how to create it, deliver it and manage it! 

Creating and delivering the value necessary for rapid introduction and growth requires 

understanding how buyers in new markets define value bringing us back to the elements of the 

new manufacturing model.   
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A similar argument can be made for the remaining growth strategy of diversification and the 

importance of customer value.  Both the degree of penetration and the rate of penetration are 

dependent upon the value perceived in the organizationôs offering. 

What is lacking in most manufacturing organizations is the capacity to either measure value 

and/or manage it.  These organizations typically focus on production efficiencies not market 

effectiveness.  To compete successfully in global markets, developing these value measurement 

and management skills is critical.  The manufacturer must become a value engine focusing not 

solely on its product offering but value along its entire value delivery system with the goal of 

becoming best in market where it chooses to compete.   

Value matters 

 

Value is not new.  Adam Smith relied heavily upon the concept of value to describe the exchange 

process.  What is new about value is our ability to measure it.  And, with this measurement 

ability comes the added benefit of being able to manage it. 

Figure 2-2 conceptually depicts the measurement and management relationship of value. 
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Figure 2-2 

Measurement and Management of Value 

 

 

 

Brad Galeôs book Managing Customer Value (1994) clearly surfaced the importance of value by 

showing that value was the best leading indicator of market share (p. 6)
1
.  As Figure 2-2 depicts, 

value is the driver of the two components of market share: customer acquisition and customer 

loyalty.  Manufacturers seeking to improve their market share in their targeted product/markets 

must become value incubators. 

Customer value is based on three factors: quality, brand image, and price.  Quality is not simply 

product quality or product features.  This is a common mistake many manufacturers make and is 

a result of a strong production orientation.  Quality has no meaning if divorced from the market.  

It is a market defined concept similar to value.  Quality divorced from the market becomes 

conformance ï conformance to specific tolerances dictated by engineers or production managers.  

They may guess at how the market defines quality and value and if the guessing is incorrect this 

results in poor quality or equally problematic, over - engineering. 
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Quality has to be defined from the targeted product/marketôs perspective.  Each product/market 

will define quality and value differently.  Conceptually this definition has to take into 

consideration not only product factors such as product features such as types of equipment and 

accessories, fit and finish, but also has to include factors such as the sales experience customer 

service/support features including inquiry, problem resolution, technical support, service, and 

dealer or channel factors such as accessibility, convenience, sales support, repair, etc. (see Figure 

2-2).  In short, the value definition must be comprehensive and include all aspects of the value 

delivery system as defined by the buyer.  It does not stop at the manufacturerôs walls.  Quality at 

the point of production does not automatically equate to quality at the point of consumption.   

This was a hard ï learned lesson by a manufactured housing producer.  The CEO had been 

extolling the benefits and rewards of their Lean Six Sigma efforts in terms of manufacturing 

quality advancements and cost savings.  I asked if he had taken any measures of how the market 

evaluated the quality and value of his product.  In other words, how did the market react to his 

Lean Six Sigma gains?  He said he had no information on this.  But, given his efforts he expected 

to see significant market share gains.  I checked back with him a few months later to see what 

had happened.  ñNothingò, he said.  We then sat down and took a hard look at how his product 

reached the market.  When it leaves the factory the product is shipped in two sections.  These 

sections arrive at the dealerôs lot, are assembled, set up, displayed and hopefully sold.  Once 

sold, the dealer hires an independent contractor to take the home apart, truck it to its destination, 

reassemble it, set it up (electricity, plumbing, etc).   

I asked if he controlled any of this activity once it left his factory.  ñNoò.  He was making the 

mistake of assuming that quality and value at the point of production, hard earned through Lean 

Six Sigma, was automatically transformed into quality and value at the point of consumption.  

Through the transportation, assembly and set up stages at both the dealerôs lot and the subsequent 

home site, changes in the product occurred.  Doors and window jams did not align, floors were 

uneven, plumbing did not always work nor did the electricity.  Customers blamed the 

manufacturer as well as the dealer.  His value proposition was taking a significant hit as 

customers felt that the price of the product was not justified by the price.  In other words, the 

home was not ñworth itò!  He did not understand value or quality from the customersô 
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perspective.  He failed to understand the entire value creation and delivery process and how it 

affected his business. 

This comprehensive definition of value poses an immediate challenge for many manufacturers 

whose view of the world is limited to the manufacturing floor.  Value creation and delivery is not 

limited solely to factors embedded within a product.  Several years ago working on a project 

with Caterpillar, I was talking with a young CAT engineer in CATôs trucking plant.  She 

admitted that the product and technology gap between CAT and several competitors was 

diminishing.  The prevailing view was ñyellow paint means qualityò.  She pointed out, ñWe can 

no longer create the quality and value advantage in the manufacturing process.  We can provide 

sufficient product quality to keep us in the game but itôs the dealer that wins us the game.  It is at 

the dealer where a significant amount of value is actually created.ò  This point was underscored 

in a subsequent project with a manufacturer of agricultural equipment.  The value model that was 

produced identified about 6 CTQs accounting for 100% of the quality dimension.  Of this 100%, 

about 67% was non-product related.  In other words, 67% of how buyers defined quality was 

associated with their dealer network.  Only a third of the quality came from the product.  This 

was a bitter pill to swallow for this engineering dominated firm that was clearly product focused.  

And for many manufacturers who have at best an uneasy relationship with their channel partners, 

it calls for a realization that it is the entire value delivery system that is important, not just the 

product.  Reinforcing the manufacturer ï dealer relationship is crucial.    

Brand image also plays a role in value definitions, although not as big a role as quality or price.  

Image factors will vary from industry to industry but all seem to contain two major elements: a 

brand or product specific image component and a social responsibility component.  Is the 

manufacturer a green manufacturer ï one that is attendant to environmental concerns and 

sustainability issues, for example.  Does the manufacturer have a positive impact on the 

community in which it operates? 

Price is the other major factor in value.  From a measurement and management perspective the 

crucial factors regarding price are its accuracy, its competitiveness and its fairness.  These are 

subjective reactions to actual price points and pricing policies.  Most manufacturers understand 

that buyers evaluate prices within ranges.  If your price is out of the accepted range, the 

likelihood of purchase declines.     
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Performance on these value elements is derived from comparative evaluations of competitive 

offerings.  The resulting evaluation of your organizationôs value offering is your competitive 

value proposition.  Every organization has a competitive value proposition determined not by the 

organization but by buyers in the targeted product/markets.  This competitive value proposition 

is an important asset signaling the ñworthinessò of the organizationôs product offering and is a 

strong buying signal.   

As an asset it must be managed.  Ignoring accounts payable or inventory levels would result in 

disaster for any organization.  So too does ignoring your competitive value proposition since it is 

a leading indicator of market share and the organizationôs financial health.  Yet many 

manufacturers have little or no idea of what their competitive value proposition actually is.  They 

might know what they want it to be but clearly simply wanting does not translate into being.  

There is a lot of lip service given to the concept of value by Six Sigma and lean practitioners and 

devotes, but the lip service does not translate into actual practice and strategy to insure value 

creation and delivery.  Customer value gets lost in the frenetic search for lower costs. 

One exercise I do with manufacturers is to ask them to identify the key CTQs (from their buyersô 

perspective) and then use this information to compare their value proposition to that of their key 

competitors.  And after comparative information is provided by buyers, two outcomes typically 

result.  First many say they have no idea, they are involved in the production end of the business.  

And as such they have no idea of what the CTQs are or what their value proposition is.  They are 

operating from a conformance posture.  This is exactly what is wrong with many manufacturers 

and highlights one of the key issues of this book.  Second, while a number can identify to some 

degree the CTQs they have no idea of their relative importance and are usually wrong about their 

value proposition.  They either over estimate it or under estimate it. 

Underestimating your competitive value proposition can be just as detrimental as over estimating 

it.  Consider the case of a plastics equipment manufacturer.  This company manufactures 

equipment to make items such as plastic cups, jars, parts, etc.  Unknown to them was that their 

competitive value proposition in the two major product/markets they served was superior to that 

of their major competitors.  This underestimation meant that they were failing to leverage a 

significant strength to increase their market share.  The adoption of Six Sigma Marketing showed 

them their real competitive value proposition and they were able to leverage this into significant 
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market share gains (from 4% to 11%) and an increase in profitability from a negative $2 million 

to a positive $4 million all within one year. 

Regardless of the strategy of a manufacturer, growth will come from a heightened capacity to 

identify how targeted product/markets define value, an ability to measure it and an ability to 

manage it.  These are capabilities that are currently lacking in many manufacturing concerns.  

Value drives market share gains and, in a global market, the manufacturer that ventures forth to 

new markets or with new products without the requisite value tools and skills to use them will be 

at a significant disadvantage.  These tools and skills constitute a critical component of the out ï 

of ï the box thinking that is necessary to not only compete in global markets but to dominate 

them. 
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Takeaways  
 

 Hyper competition exacerbated by globalization will require a new and heavy emphasis 

on value creation and delivery.  For many manufacturers this will require learning a new 

set of skills ï value measurement skills and value management skills. 

 Focus should be on becoming or maintain a best in market position in those 

product/markets the organization chooses to target.  Forget world class.  Best in market 

reaps the rewards of value superiority and market share dominance. 

 Six Sigma Marketing is the vehicle that drives value superiority and share growth.  It is 

the train to catch to a best in market destination.  Traditional marketing in many 

manufacturing organizations is seen as a selling function.  SSM is so much more 

intimately involved with the value creation and delivery process.  It is the conveyer of 

value information that drives market penetration, market development, product 

development and diversification strategies.  It captures the meaning of value and directs 

this information to the key strategic and operational areas of the organization. This is 

critically important when the organization is launching initiatives in areas of the world 

where the organizationôs knowledge of value is limited or nonexistent. 

 SSM provides a structured approach (a modified DMAIC process) that insures that the 

organization is targeted and focused on value.  It is not agenda driven but based on the 

VOM (voice of the market) insuring that all efforts of the organization respond to market 

needs.  While the definitions of value may change from market to market, the process for 

creating and delivering it is constant. 

 Value or quality at the point of production does not automatically translate into value or 

quality at the point of consumption.  Manufacturers must lift their gaze from the 

manufacturing floor and focus it on the entire value delivery system.  They must take a 

more comprehensive view of how the buyer defines quality and value and no longer take 

the attitude that itôs not my responsibility.  Best in market for a manufacturer comes from 

the manufacturerôs dealers becoming best in market.  They are in it together. 

 

Chapter 3 discusses in detail the meaning of value and takes on the conventional wisdom 

regarding the use of satisfaction as a metric.  New tools are needed for manufacturers to 

achieve a best in market status.  These tools are based on value, not satisfaction. 
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Chapter 3: Hand me a screwdriver I need to pound a nail 

 

As I mentioned in the last chapter, if American manufacturers seek best in market status, new 

tools are needed.  Too many manufacturing organizations, if they use any customer metrics at all, 

are relying on the wrong tools.  And, using the wrong tools will typically produce the wrong 

results.   

If you are going to pound a nail, donôt use a screwdriver.  If you are going to grow revenues and 

market share, donôt use customer satisfaction.  This chapter examines the reasons why the 

prevailing conventional wisdom regarding customer satisfaction is flawed leading to wrong 

decisions and wasted resources.  I then offer some unconventional wisdom regarding customer 

value and why it is uniquely suited for the objective of growing market share and becoming best 

in market.  Creating and delivering customer value for the purpose of growing market share and 

top line revenues is at the heart of Six Sigma Marketing.  

New SSM terms  
 

 Satisfaction: synonymous with happiness.  Satisfied customers are happy customers. 

 Value: the interaction between quality and price. 

 

Value is not the same as satisfaction  

 
I have come across a number of manufacturers who say that value creating value is their 

objective but, when I look at their customer research, all I see is satisfaction.  The two are not the 

same.  Letôs break down the two concepts.   

 

The conventional wisdom of satisfaction  

 

Customer satisfaction is an emotional response to a buying situation or customer interaction.  If a 

customer is satisfied, he or she is happy.  The idea surrounding satisfaction as a key outcome is 

that happy customers are loyal customers or happy customers are profitable customers.  This is 
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what I call the ñcontented customerò theory of business management.  Unfortunately, as 

intuitively appealing as it may appear, it is false.  Hereôs some evidence to consider. 

Figure 3-1 shows the relationship between the market share of a manufacturer of midsize tractors 

and the corresponding satisfaction scores of customers who purchased the tractors.   

Figure 3-1 

Relationship Between Satisfaction and Market Share 

 

 

Clearly, market share has been declining while satisfaction scores have remained constant.  The 

company had spent millions of dollars on customer satisfaction surveys and even used the 

outcomes of the surveys as a base for a year end dealer bonus system.  As satisfaction scores 

increased, dealers enjoyed larger and larger bonuses but while satisfaction scores increased, and 

dealersô pocketbooks swelled, market share dropped.  The irony was overwhelming ï the 

manufacturer was spending more to reward satisfaction but losing market share at the same time. 
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 This empirical finding is buttressed by a finding by Brad Gale who notes that during the 1980s 

Cadillac and AT&T were both experiencing some of their highest satisfaction scores while they 

were losing market share.   

Commenting on AT&T, Brad Gale notes: 

AT&T spent the years after its breakup in 1983 losing market shareé The loses were 

painful to quality advocates, because AT&Tôs old fashioned ñcustomer satisfactionò 

surveys showed the company scoring well even in the businesses that were losing share.  

In long distance, the companyôs core business, the share losses were running at six points 

a year ï equivalent to more than a billion dollars a year in sales. (p. 6)
1
 

I have found this in a number of clients who have slavishly measured customer satisfaction and 

proudly pointing out score increases only to see performance (measured in a number of different 

ways) decline.  Even more bizarre, Iôve experienced situations where satisfaction scores have 

declined while ROI and ROA have increased! 

Frederick Reichheld offers the following regarding the linkage between satisfaction and 

performance: 

Our research indicates that satisfaction lacks a consistently demonstrable connection to 

actual customer behavior and growth.  This finding is borne out by the short shrift that 

investors give to such reports as the American Consumer Satisfaction Index.  The ACSI, 

published quarterly in the Wall Street Journal, reflects the customer satisfaction of some 

200 U. S. companies.  In general it is difficult to discern a strong correlation between 

high customer satisfaction scores and outstanding sales growth.  Indeed, in some cases, 

there is an inverse relationship; at Kmart, for example, a significant increase in the 

companyôs ACSI was accompanied by a sharp decrease in sales as it slid into bankruptcy. 

(p.4)
2
 

Reichheld adds one other piece of proof, this time from the automobile industry: 

The marketing executive at the company wanted to understand why, after the firm had 

spent millions of dollars on customer satisfaction surveys, satisfaction ratings for 

individual dealers did not relate very closely to dealer profits or growth. (p.4)
2
 

Finally consider this evidence offered by two researchers, Magnus Soderlund and Mats Vilgon 

who studied the relationship between customer satisfaction and customer profitability (1999)
3
.  

Their analysis focused on a wholesaler of paper (printing and copying paper) and various related 
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products.  The findings are somewhat unique because the researchers used a lagged approach to 

examining the linkages.  The premise is that an attitude (customer satisfaction) may not manifest 

itself in a behavior until subsequent time periods.  Using this approach they captured the 

following behaviors: 

 Number of orders made 

 Purchase volumes 

 Purchase amounts 

 Customer profitability 

 

Their findings are summed up in a table of correlations between customer satisfaction scores and 

the various behaviors.  If customer satisfaction were a strong predictor of behavior one would 

expect strong correlations between the dependent variables (behaviors) and the independent 

variable (customer satisfaction).  This was not at all the case. 
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Table 3-2 

Correlations Between Satisfaction and Purchase Behaviors 
 

Customer satisfaction '95 1.00 

Repurchase intentions '95 0.42* 

Number of orders '95 -0.08 

Number of orders '96 -0.07 

Number of orders '97 -0.07 

Purchase volume (tons) '95 0.04 

Purchase volume (tons) '96 0.05 

Purchase volume (tons) '97 0.01 

Purchase amount '95 0.02 

Purchase amount '96 0.02 

Purchase amount '97 -0.01 

Customer profitability '95 -0.05 

Customer profitability '96 -0.05 

Customer profitability '97 -0.05 

*p<0.01 

The researchers did find a strong and significant correlation (.42) between satisfaction and 

purchase intentions.  The strongest correlation between satisfaction and behavior was between 

customer satisfaction and the number of orders within the same year (-.08).  The size of this 

correlation remained constant throughout the subsequent two years (-.07).  The correlation 

between satisfaction and purchase volume (tons) ranged from .04 to .01 while the correlation 

between satisfaction and purchase amount (cost) ranged from a low of -.01 to .02. Finally, the 

correlation between satisfaction and customer profitability held constant at -.05 for all three 

years. 
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These are very low correlations (and none are statistically significant) suggesting virtually no 

linkage between satisfaction and links to customer profitability even if time is taken into account.  

In some cases the correlations are negative suggesting an inverse relationship. 

If the simple correlation coefficient is squared (R
2
) another interpretation is available.  The R

2
 

explains the amount of variance in the dependent variable (number of orders) that is explained by 

the independent variable (satisfaction).  Thus squaring the correlation coefficient for the 

satisfaction and number of orders (95) indicates that .64% of the variance of the number of 

orders was explained by satisfaction while over 99% was explained by some other factor!  Even 

if we look at the correlation between satisfaction and purchase intentions (.42) there is another 

82% (1.00 - .18) of the variance in intention that is explained by some other factor or factors 

other than satisfaction.   Howôs that for a leading indicator? 

This is strong evidence that the conventional wisdom is misleading at best and delusional at 

worse.  Predicating the growth of your organization on trying to grow market share by increasing 

customer satisfaction is like trying to pound a nail with a screwdriver.  The road to best in market 

does not travel through the land of satisfaction. 

The role for satisfaction  

 

There is a role for customer satisfaction and that is as a transactional measure (see Chapter 10 for 

a more in depth discussion of satisfaction as a transactional measure).  Customer interactions 

with an organization represent a continual challenge of the organizationôs value proposition.  

Each interaction or transaction confirms or disconfirms the organizationôs capacity to deliver 

value to the buyer.  As such, these transactions or experiences are like rivets on an airplane wing.  

The wing can lose a few rivets and perform appropriately, but after the loss of a critical number, 

the integrity of the wing is lost and the plane goes down. 

Customers will tolerate poor performance on a limited number of transactions, but upon reaching 

some critical number, will then choose to buy from another competitor.  The goal of Six Sigma 

Marketing is to limit poor customer experiences to less than 3 per million.  This means that these 

experiences should be monitored as a control function, identifying systematic failures for 
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improvement and identifying opportunities to enhance performance creating the Velcro that 

binds a customer to a supplier.    

 

The unconventional wisdom of customer value  
 

For most B2B buyers that operate within the manufacturing world, purchase decisions are not 

based on emotions but rather a calculus of the costs of the purchase versus the benefits.  This is 

the essence of customer value.  Customer value is predicated on the relationship between the 

quality of the competitorsô offerings and the prices that is charged for this quality.  It is what 

consumer behaviorists refer to as a cognitive or thinking decision rather than an emotional or 

affective decision.  Customer value calls for the evaluation of information that assesses the 

degree of quality in a product or brand, its value delivery system and the cost (price) of that 

acquisition of that brand.   

Customer value is also relative in nature.  It has no real meaning unless compared to other 

customer value scores.  For example, if your customer value score is a 7.8 on a ten point scale is 

that good?  Hard to tell.  But, if you know that your key competitor has a score of 8.7 on that 

same ten point scale, your answer is ñnot goodò.  Six Sigma Marketing uses a market ï based 

approach for assessing customer value.  That is, it gathers customer value information not only 

from your organization but also the customers of your competitors.  This Voice of the market 

(VOM) provides the comparative information that reflects to the dynamics of market behavior.  

Customer satisfaction typically gathers data only from the organizationôs customers ignoring the 

assessments of competitorsô customers. 

Accordingly, customer value is a strong leading indicator of growth and profitability.  Hereôs 

some additional proof from Brad Gale, author of the 1994 book Managing Customer Value.  

Gale quantifies the degree to which value (what he calls market ï perceived quality) impacts 

earnings: 

Using the market ï perceived metric (value)...and the Profit Impact of Marketing Strategy 

(PIMS) database, we can demonstrate that the companies who move into a superior 

quality (value) position within a market ï perceived quality ratio that is at least 24% 

better than their competitors earn a return ï on ï sales of more than 12%... Businesses 
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that get pushed into an inferior quality position with a market ï perceived quality ratio 

that is 24% or worse than the competition earn a profit that is less than 4% of sales. (pp. 

15 ï 16)
1
 

Based on this analysis, Gale concludes: 

Superior customer value is the best leading indicator of market share and 

competitiveness.  And market share and competitiveness in turn drive the achievement of 

long term financial goals such as profitability, growth, and shareholder value. (p. 26)
1
 

Best in market is the reward or accolade that buyers pay to the firm that is the creator and deliver 

of superior value. 

Market d ynamics and customer value  
 

Iôve detailed a significant amount of evidence showing why customer value is the best leading 

indicator of market share and why customer satisfaction is not.
4
  Letôs spend a little time 

decomposing the empiricism into a commonsense explanation of what is going on. 

Buyers decide on which competitorôs product to buy by comparing several different offerings.  

This is particularly true for professional buyers whose job it is to make sure they are aware not 

only of prices but also the different quality factors that are associated with the various offerings.  

Choices are made using a comparative assessment in which someone wins and someone loses.  It 

is this process that creates market share.  Customer satisfaction, when typically focused on the 

organizationôs customers, cannot take into account this choice dynamic.  It can only record the 

ñsuccessesò or the wins of the organization.  It cannot account for the wins by competitors.   

Moreover, organizations faced with a declining market share and a lower customer base may 

find that these remaining customers are still satisfied while those that have left are not.  The 

defectors have left for better value ï a better deal, if you will.  They can get higher quality for the 

same or even better price or the same quality for a better price.  This is the essence of value and 

its power as a predictor of market share.  Defecting customers may actually be satisfied with a 

companyôs offering but can find greater value in a competitorôs products!  This is a dynamic that 

most of us are familiar with.  We are willing to continue to buy a competitorôs product because 

we are satisfied with it until we find another product that offers higher quality at a similar or 
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better price.  Why wouldnôt we expect the buyers in the targeted product/markets to behave 

differently? 
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Takeaways 
 

There are a number of important takeaways from this chapter. 

 Customer value captures the interaction between the quality of a brand offering and the 

price that is being charged for that offering.  The key is to be able to define value from 

the buyerôs perspective and not fall into the trap of using an internal definition.  The 

buyer typically looks at the entire value delivery system from the point of production to 

the point of consumption.  Value definitions that are product focused and do not consider 

the more comprehensive view of value will fail to capture the totality of potential for 

market share growth. 

 Satisfaction is a poor predictor of behavior and a poor predictor of performance.  There is 

little, if any linkage between customer satisfaction and business performance such as 

purchasing, order size, order volume or number of orders.  This in turn means that it will 

not be able to predict market share changes.  In fact, there are numerous cases where 

satisfaction has held strong or ever increased while market share actually decreased.  

Happy customers are not necessarily profitable or even loyal customers. 

 Customer value is a much stronger and reliable predictor of market share changes.  

Market share is the homage that the markets pay for superior value creation and delivery.  

It is perhaps the strongest leading indicator of market share that we have.  If your goal is 

to manage market share and growth and become best in market, you are substantially 

better off focusing on enhancing customer value and not customer satisfaction. 

   Customer satisfaction is best suited as a transactional measure ï for evaluating the 

performance of the organization on key customer touch points.  These touch points might 

include: 

 The sales experience 

 Parts purchases and delivery 

 Technical support 

 Repair services 

 Billing inquiries 

 Problem resolution 

 

Value is a powerful shaper of institutions, industry and competition.  It is the hammer that 

pounds the nail of market share growth.  Global markets demand that dominant competitors be 

able to pass the ñworth itò test.  Those that donôt, or those that canôt, will be followers not leaders 

in the hyper competitive global competition for market dominance. 
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The next chapter focuses on two tools that are used in the DEFINE stage of the Six Sigma 

Marketing process.  This is a critical step in understanding how buyers define value.  Value is 

created in response to specific buyers and the more closely an organization can focus on specific 

types of buyers, the better it will be able to create and deliver a superior value proposition that 

will drive market share growth. 
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Chapter 4: Ready, fire, aim or Looking for value in all the wrong places  
 

As chapter titles go, this one is perhaps the strangest.  It does however capture two realities of 

many American manufacturers.  The first is a lack of a targeted approach to the market place.  

Ready, fire, aim is of course a corruption of the ready, aim, fire that more correctly captures the 

firing sequence.  The second problem is found in Waylon Jenningsôs famous song with the lyrics 

ñLooking for love in all the wrong places, looking for love in too many facesò.  My apologies to 

country music lovers but the substitution of the word value for love speaks to the inability of 

many manufacturers to know where to begin to understand value and how to find value 

opportunities. 

Globalization places a heavy emphasis on market development strategies for growth.  As 

companies seek new markets for their products, both current and potential, this means that 

American manufacturers will need a systematic approach for identifying those markets or market 

segments that offer them the best options of growing their business and identifying value 

opportunities that they can take advantage of.  While markets and opportunities will vary, the 

process of assessing them must be consistent and systematic.  Charging in helter-skelter or 

chasing what someone else has done is a recipe for failure.  Followers seldom become best in 

market.  Simply because one competitor can take advantage of a value opportunity does not 

mean that all competitors can.  Many choose to follow instead of lead only to discover that not 

all followers will be successful.   

Best in market begins by identifying those markets in which you want to be best.  The task of 

evaluating markets and assessing the opportunities within them is made even more difficult by 

distance and a lack of cultural, demographic and economic knowledge of them.  This is arguably 

the most important step in the SSM process.  Without a clear and focused view of the 

marketplace, only luck can guarantee a successful strategy.  Is there a systematic approach for 

both targeting and finding value opportunities?  The answer to both questions is yes but it 

requires a different set of tools perhaps not familiar to most manufacturers. 
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New  SSM terms 

 

 Market Opportunity Analysis Matrix : juxtaposes the attractiveness of a potential 

market with the organizationôs assessment of their ability to compete.  Highly attractive 

markets in which the organization has a strong ability to compete are the first to be 

targeted. 

 Product/Market Matrix : aligns products with potential markets or segments.  These are 

the two components of revenue enhancement and market share growth.  This is the tool 

for targeting the organizationôs strategic initiatives for growth and achieving best in 

market. 

 Markets: groups of buyers who define value in a similar fashion.  Markets can be broken 

down into even more homogenous groups called segments. 

 

Evaluating market opportunities  
 

Many American companies have been seduced by the alleged potential of markets in such far 

flung places like China, India, and Russia.  Unfortunately, when they get there they find that 

things are a little more complex than they thought.  Both the attractiveness of the market and 

their ability to compete may have been overestimated.   

Take for example, CATôs move to China and the apparent attractiveness of opportunities for the 

heavy equipment industry.  CAT sells a large product line of mining equipment with huge up 

front prices and even more lucrative downstream product support revenues.  A country like 

China appears to represent a goldmine for them.  Unfortunately, Chinaôs mining business is 

dominated by SOEs (state owned entities) that ñcontrolò the purchasing process.  These are not 

like the owner miners or contract miners in Australia or the miners in the U.S. where CAT does 

very well.  The SOEs have their own set of buying criteria and their own definitions of value.  As 

American manufacturing ventures further and further from home into distant markets, being able 

to assess the success requirements and the attractiveness of these markets becomes incredibly 

important.   

Even in closer - to - home markets this assessment is important.  I have seen manufacturers of 

agricultural equipment trying to penetrate non-agricultural consumer markets only to encounter 

significant impediments to penetration.  The major reasons are they either do not know enough 
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about the targeted markets (because they are not clearly identified) and they donôt know how to 

use this information.  All markets have a specific set of success requirements that manufacturers 

must be able to identify, operationalize and drive to the key strategic and operational areas of 

their business. 

The tools in this chapter, the Market Opportunity Analysis tool and the Product/Market Matrix 

are tools that are used in the DEFINE stage of the Six Sigma Marketing process.  The result of 

applying these tools is a focused targeting strategy based on market opportunities that will 

provide a strong economic return to the firm.  It is the first step in any attempt to become best in 

market and grow market share effectively and efficiently. 

The Market Opportunity Analysis tool offers manufacturers the ability to assess the ñqualityò of 

different markets on two critical dimensions:  the economic and strategic attractiveness of the 

market and the organizationôs ability to compete within that market.  It does this using a fact-

based approach that eliminates agendas that tend to dominate these types of discussions.  I will 

il lustrate this approach with an example of how a team from Caterpillar evaluated a market 

development strategy in China.    

Market Attractiveness  

 

Letôs begin with understanding what markets are.  This may seem simplistic but my experience 

with many manufacturers is that this is not clearly understood.  Take for example the response of 

a manufacturer in a workshop I was conducting regarding market segmentation.  The 

manufacturer indicated that they did not use a segmentation approach because it did not work.  I 

asked the manufacturer which markets they were thinking about.  He replied ñthe locomotive 

market, the diesel engine market and the bus marketò.  He is not alone.  Iôve talked with different 

auto companies who describe their markets in terms of the luxury car market or the sports car 

market.  These are not markets but product lines.  Trivial distinction?  Not at all.  Try 

understanding how locomotives or sports cars buy something.  Try to understand what the 

dominant CTQs are?  Try advertising to them or figuring out what price they are willing to pay.  

People buy things.  The relevant issue is who are the buyers of these products?  Defining markets 

as product lines is symptomatic of something even more deleterious and this is a product or 
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production orientation that blinds manufacturers to the dynamics of the marketplace and value.  

Itôs little wonder why segmentation doesnôt work for product oriented manufacturers. 

What makes markets attractive from an investment or targeting perspective?  Several factors 

come to mind: size of the market, growth rate of the market, potential revenue flows, the 

investment required (the lower the better), competitive intensity, etc.  These factors form the 

basis of the assessment of a potential targeted marketôs attractiveness.  In many cases, 

assessments of these factors are not based on facts but on hunches or agendas and, in some cases, 

company lore.  These assessments require a fact-based systematic approach on which to make 

go-no go decisions.   

In addition to the factors identified above is the ranking of their relative importance.  Not all 

factors will be of equal importance.  Consequently these factors need to be ranked in terms of 

their importance to the firm.   

Hereôs how a CAT team evaluated several different markets in their decision to penetrate 

Chinaôs markets that use heavy equipment.  They identified three factors and their relative 

importance: 

 Market size  .40 

 Market growth rate .30 

 Product support sales .30 

 

They could have used more factors but since this was an initial assessment they decided to keep 

it simple and manageable, good advice for most manufacturers.  In their opinion, market size was 

the most important factor followed by growth rate and product support sales.  Notice that the 

weights for these three factors add up to 1.0.  They will be used to weigh the evaluation of each 

factor.  There were five markets that the CAT team was evaluating: 

 The SOE (state owned enterprises) mining market 

 The Major Non-SOE mining market (large individually owned mines) 

 The Individual smaller mines 

 Heavy construction  

 General contractors 
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Using a ten point scale (1 = small size, growth rate, and product support revenue flow and 10 = 

large, size, growth rate and product support revenue flow), the team evaluated the three 

attractiveness factors for each potential market.   These ratings were then multiplied by the 

weights for each factor producing an overall attractiveness score for each market.  The process 

for making these assessments requires all team members to back up their assessments with facts.  

Moreover, as the facts come out, other team members may change their evaluations.  Each 

assessment is noted and a range of assessments developed.  Individuals providing the highest 

assessment and the lowest assessment are asked to defend their evaluation.  This insures that all 

team members are operating with the same information. 

Ability to compete  
 

Next the team evaluated CATôs ability to compete within each market.  Factors and importance 

weights that comprised ability to compete were: 

 People (Do we have the right people?)     .40 

 Product lines (Do we have the products that fit the applications?)  .40 

 Product support (Can we support the equipment ï repairs, service, parts?) .20 

 

The CAT team felt that to compete effectively they needed to have the right people in the right 

locations, the necessary product lines to fit the types of work being done and the necessary 

product support systems to keep the gear running.  Many of these factors will be qualifiers or 

ñmust havesò.  Failure to quality retards or impedes penetration and may doom the initiative to 

failure. 

Their evaluations of their ability to provide these factors (using a ten point scale where 1 = poor 

people, product lines and product support and 10 = excellent people, product lines and product 

support) were made and the weighted ability to compete score was calculated.   

This type of analysis forces facts to the fore front and reduces evaluations driven by agenda.  As 

the organization develops its skill in using this tool the quality of the information increases and, 

so too does the quality of the decision.  But donôt let perfection become the enemy of good.  
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The market opportunity matrix  
 

The results of the two evaluations, attractiveness and ability to compete are shown on the 

following matrix (Figure 4-1). 

Figure 4-1 

Market Opportunity Matrix 

 

Figure 4-1 displays the five different markets in terms of their attractiveness and the 

organizationôs ability to compete.  The darker shaded squares represent those markets that are 

assessed to be attractive and for which the organization has a good ability to compete.  These are 

the primary targets.  In this case they are the Hcon (heavy construction market) and the major 

Non SOE mining market.  Those markets that are average in terms of their attractiveness and the 

organizationôs ability to compete are shown in the white squares, the independents and the SOE 

mining markets.  These markets represent secondary targets.  Finally, those markets that have 

been assessed to have little attractiveness and for which the organization has little ability to 
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compete are shown in the three light colored squares.  The Gcon or general contractor market fell 

into this zone. 

The ability to compete factor is under the direct control of the manufacturer.  If, for example, the 

team wanted to know what it needed to do to target the SOE market, it can look at its ability to 

compete score.  The market is judged to be attractive and the factor that puts it into a secondary 

targeting posture is the organizationôs inability to compete.  In this way the market Opportunity 

Matrix becomes a diagnostic tool as well as an evaluative tool. 

This tool creates a permanent record of the decision making process that went into decisions 

regarding which markets to target.  Over time, the factors that compose the attractiveness 

evaluation may change as well as the factors that impact the evaluation of the organizationôs 

ability to compete.   

The Product/Market Matrix  
 

A supplementary tool that is used in the SSM DEFINE stage is the Product/Market Matrix.  This 

tool amplifies and builds on the outcome of the Market Opportunity Analysis and provides even 

greater focus on value opportunities.   

Six Sigma Marketing has as its goal of becoming best in market and reaping the rewards of 

increased top line revenues and market share.  The Product/Market (P/M) Matrix juxtaposes the 

two elements that account for revenue and market share growth: products and the people who 

buy them.  A generalized P/M Matrix is shown in Figure 4-2. 
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Figure 4-2 

Product/Market Matrix 

 

 

Across the top of the matrix are arrayed the different potential and actual markets or market 

segments that the manufacture can choose to target.  On the vertical portion of the matrix are the 

different potential and actual product lines that the manufacturer does or can offer.  Including 

potential markets (those markets not currently served by the enterprise) can be useful in spotting 

new opportunities for growth.  The intersection of a product line with a market or segment 

constitutes a product/market ï a competitive arena that produces potential revenue and profits.  

These product/markets are where the manufacturer actually competes.  They are the battleground 

for revenues and market share.  They are the targeted product/markets in which the manufacturer 

seeks to become or stay best in market. 

Not all product/markets are equal - some offer the organization a better opportunity for growth 

than others.  Manufacturers have to target specific product/markets based upon their economic 

and strategic value to the organization.  On what basis is this targeting done? 
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Targeted product/markets are chosen by picking certain criteria that are used to evaluate the 

economic value of the product/market.  These criteria might include: 

 P/M size 

 P/M growth rate 

 Competitive intensity of the P/M 

 P/M margins 

 Downstream sales potential 

 

Some of these criteria are the same ones used in the Market Opportunity Analysis.  The 

difference here is that we are moving from a more global view of opportunity to a more 

focused view of opportunity.  We are reducing the variance from a market view to a 

product/market view thus producing a clearer picture and ultimately providing even more 

actionable information.   

Most manufacturers will be able to measure revenues and margins by product line, after all 

they probably aggregate financial data accordingly.    This can be problematic.  Consider a 

manufacturer of agricultural equipment, specifically tractors.  The manufacturer makes 

tractors for a number of different applications such as cattle raising, hog farming, crop raising, 

orchard cultivation, row crop, landscaping, golf course maintenance, part time farming, etc.  

Now assume that you are alerted to the fact that you are losing market share in your tractor 

line.  If you donôt know where (which market) how do you address the problem?  Where do 

you start?  Are you losing share in the cattle market? Or the golf course maintenance?  Or 

landscaping?  The P/M matrix creates order out of what can be a highly confusing and chaotic 

situation. 

Hereôs an example of a manufacturer of plastics processing equipment (blowers, dryers, 

blenders).  The manufacturer was experiencing a loss of market share and a decline in profits.  

No one was able to put their finger on the source of the problem. How to turn this situation 

around?  They started by creating the P/M Matrix shown in Figure 4-3. 
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Figure 4-3 

P/M Matrix ï Plastics Manufacturer 

 

No market segmentation scheme was used by this company so a first step was to identify a 

basis for breaking the overall market into more manageable segments.  The team decided on 

two segments: low tech processors and high tech processors.  The salespeople on the team 

said they could readily identify the type of processor by simply visiting the processing 

facility.  This satisfies one of the most important criteria of successful segmentation ï the 

ability to actually identify customers and correctly classify them into the different segments.  

These segments are shown across the top of the matrix.  Down the side are the three product 

lines offered by this manufacturer. 

The criteria selected to evaluate the individual six P/Ms are: 

 P/M size 

 Competitive intensity 

 Accessibility (ability to identify and reach the customers) 

 Margins 
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P/M size was easily quantified but more global measures were used to calculate the remaining 

criteria.  Each P/M was evaluated and based on this evaluation the two segments, Dryers/Low 

Tech and Conveyers/High Tech were targeted.  This targeting means that resources will be used 

to grow the companyôs market share in these two P/Ms.  It does not mean that they will serve 

them exclusively and turn down business in the other P/Ms.  On the contrary, they will continue 

to serve and to sell to all P/Ms but focus principally on the targeted P/Ms.  Now they have 

strategic focus. 

This P/M Matrix is typical of companies that are just beginning their Six Sigma Marketing 

journey.  The matrix is limited by the nature and quality of their information systems but over 

time, information systems can be made to conform to the needs of their SSM strategy. 

Manufacturers operating in global markets would probably create a master P/M Matrix and then 

break it down into geographic segments and then within each geographic segment construct a 

P/M Matrix.  This will of course, depend upon how the organization sees its world.  Regardless, 

a P/M Matrix can be created to conform to the organizationôs overall strategy. 

Hereôs another example of a manufacturer whose division is focusing on the North American 

market.  Their P/M Matrix is quite extensive so I am presenting only their segmentation 

approach.  It is interesting to note that their original segmentation approach was pretty simplistic 

ï basically farmers.  However, over a period of time their world changed ï sometimes without 

their awareness or knowledge and often to their own detriment.  Hereôs is their current 

segmentation approach ï both markets and market segments. 

 Farming market 

o Cash grain 

o Livestock 

o Fruit and vegetable 

o Other crops 

o Hobby farmers 

 Commercial market 

o Light construction 

o Harvesting 

o Mowing  

o Landscape 

o Golf course 



60 
 

A product of the Six Sigma Marketing Institute 
 

o Snow removal 

o Rental 

 Government market 

o Federal 

o State 

o Local 

 Consumer market 

 

Behind this segmentation approach is a realization that each segment has different needs and 

buying patterns and that these are reflected in the definitions of value that exist.  No single 

definition of value is going to satisfy all markets or segments.  Clearly, it is readily 

understandable even to individuals not familiar with the ag industry that cash crop farmers will 

define value differently than landscapers or snow removers regarding tractor purchases.  

Moreover, breaking down markets into their constituent segments provides a clearer focus ï a 

more granular view of how buyers define value.   

When a segmentation approach is juxtaposed to the different product lines offered by an 

organization, specific competitive arenas are surfaced.  And, it is in these different competitive 

arenas that market share will be won or lost. 
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Takeaways  
 

Here are some of the more important takeaways from this chapter. 

 

  Some markets are worth more to an organization than others.  Being able to assess the 

attractiveness of potential markets and segments and the organizationôs capacity to 

compete within potential markets is critical to any strategy.  Without this approach 

organizations will be like the one that was spending 70% of their revenues to generate 

5% of their income. 

  The Product/Market Matrix is a tool that will focus your organizationôs attention on 

where the revenues and market share growth will come from.  The juxtaposition of 

product lines and markets identifies the individual competitive arenas in which the 

manufacturer will compete for market share.  Best in market will be the organization that 

can create and deliver superior value.  Instead of thinking of the ñmarketò as one large 

amorphous collection of buyers, the P/M Matrix creates a focus on those individual P/Ms 

that are most lucrative to the organization. 

 Markets are made up of people, not products.  Production oriented manufacturers who 

view markets as products need to readjust their focus and concentrate on specific 

product/markets. 

 

The next chapter explores the MEASURE stage of the Six Sigma Marketing process.  It is in this 

stage that specific definitions of value are surfaced for each of the product/markets targeted by 

the organization.  Value is communicated from buyers through value models that represent the 

voice of the market (VOM). 
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#ÈÁÐÔÅÒ υȡ 7ÈÙ ÌÉÓÔÅÎ ÔÏ ÃÕÓÔÏÍÅÒÓȩ  4ÈÅÙ ÄÏÎȭÔ ËÎÏ× ×ÈÁÔ ÔÈÅÙȭÒÅ 

talking about!  
 

Similar words to these were spoken during an executive level meeting at a well known 

manufacturer.  The issue that we were discussing was an issue of ñmachine reliabilityò.  The 

customers were talking about reliability in their language which was not the way in which the 

V.P. of Quality was thinking about it.  Lost on the V.P. was what the customers were trying to 

tell him about his product ï that there were problems with it.  These problems were dismissed 

under the rationale that they did not really understand what reliability was all about.  Sound 

extreme?  Perhaps - but not as extreme as you may think.  This is symptomatic of an 

organization that does not listen well to either the VOC (voice of the customer) or the VOM 

(voice of the market).  It is characteristic of a production focused organization with no clear line 

of sight to the market.  It is unlikely that any organization can become or stay best in market 

without listening to its customers and the market. 

I participated in the design and analysis of a survey of quality professional for iSixSigma 

Magazine.
1
   Recall, as mentioned in Chapter 1, respondents were asked about the most 

significant challenges facing them.  Twenty five percent of the respondents indicated that their 

company does not support the acquisition and use of customer information.  Comments such as 

the following reveal the real nature of this challenge: 

 ñGetting the organization to understand ócustomerôò 

 ñCulture change and learn to listenò 

 ñMost people could care less; itôs all about the dollar that we see in our pocket todayò 

 ñConvincing the powers - that - be to understand and focus on the customerò 

 

A new manufacturing business model that places a heavy emphasis on value demands that 

manufacturers not be complacent or ignorant of the customer or the market.  Value does not 

emanate from the boardroom or the production floor but from the marketplace.  In fact, value or 

quality, have no meaning when divorced from the buyer.  When it is separated, quality and value 

become mere conformance.  Failure to listen and respond to the voice of the market will carry a 

heavy penalty.  American manufacturing enterprises cannot become best in market or assume a 
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prominent position within the global economy without developing the ability to listen to and 

understand how markets define value. 

New SSM terms  
 

 Value model: the voice of the market and the information platform for driving Six Sigma 

Marketing initiatives to key operational and strategic areas of the organization. 

 Factor analysis: a multivariate statistical technique also known as latent dimension 

analysis that sorts questionnaire items into groups having a basic underlying similarity.  

These groups are then named by the investigative team.  They are the bases for 

identifying CTQs (critical ï to ï quality) factors. 

 Focus groups: an exploratory technique suitable for identifying questionnaire items.  

Focus groups consist of 8 to 12 people who are questioned in depth about quality issues. 

 

Value as the voice of the market  
 

At this point in the Six Sigma Marketing DMAIC process the enterprise has identified and 

targeted the product/markets in which they choose to compete.  The next step is to understand 

how buyers within each targeted product/market define value.  Value is the driver of market 

share. 

Along with our ability to measure value has come the equally important capacity to manage it.  

We donôt have to guess or rely on intuition.  Value information is readily available from the 

product/markets that the organization has targeted. 

Figure 5-1 illustrates a typical value model.  This is a value model for less than 40 horsepower 

tractors targeted to hobby farmers.  Hobby farmers are individuals who have day time jobs and 

come home to a large tract of land and enjoy using their tractors to maintain a garden or mow 

their property. 
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Figure 5-1 

Value Model for Less Than 40 HP Tractors/Hobby Farmers 
 

 

There are a couple of important aspects of the value model.  First, note that it is divided into two 

parts: a managerial component and an explanatory component.  The explanatory component 

explains the relationship among the three predictors of value: quality, image and price.  The 

numbers adjacent to each value driver indicate their relative importance in explaining value.  In 

this case, quality (.518) has the biggest impact followed by price (.381) and then image (.101).  

This is useful information because in this product/market positive changes in value will come 

more from a positive change in quality rather than a decrease in price.  The principal driver of 

value is quality.  This often flies in the face of the conventional marketing wisdom regarding 

value management and the urgings of salespeople and marketers to reduce the price. 
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The managerial component provides equally important information.  If all we knew at this point 

is that quality was the major driver of value, how would we go about improving quality?  This 

information is provided by the individual CTQs (critical ï to ï quality factors) identified in the 

managerial component.  Each CTQ, similar to the value drivers in the explanatory component of 

the model, has a weight attached to it indicating its relative importance.  ñDealer serviceò is the 

most important (.242) followed by ñmachine operationò (.193), ñdealer salesò (.149) etc.  This 

prioritization of CTQs enables the manufacturer to focus on the most important CTQs that will 

drive the brandôs competitive value proposition and market share. 

The value model in Figure 5.1 also reveals another important piece of information.  Only three of 

the CTQs are actually related to the product: ñmachine operationò, ñmachine productivityò and 

ñmachine reliabilityò.  All of the other CTQs relate to the role of the dealer in the value creation 

and delivery process.  In fact, adding up the weights, those CTQs that relate to the product 

account for only about 40% of how this product/market defines quality.  Product oriented 

manufacturers would tend to miss about 60% of the quality definition.  Moreover, the most 

important CTQ is a dealer CTQ and not a product CTQ!  This is why it is critical to take an 

expanded view of quality as argued for in Chapter 3. 

The implication of this is important and to be ignored at the organizationôs peril.  The 

manufacturerôs and brandôs value proposition is heavily influenced by how the dealer network 

performs.  To many buyers the dealer is the manufacturer.  This means that the manufacturer has 

a vested interest in educating and working with dealers to insure maximal value delivery.  In 

many cases, the relationship between a manufacturer and the channel (agents, brokers, dealers) is 

one of tolerance rather than partnership.  Value creation and delivery requires a seamless 

partnership up and down the channel system managed by the manufacturer.  Value or quality at 

the point of production does not automatically translate into value or quality at the point of 

consumption.   For the manufacturer, achieving best in market means that the dealers must also 

be best in market.  This point is punctuated by a recent study.  According to a J.D. Power and 

Associates 2009 Sales Satisfaction Index (SSI) Study: 

 21% of new-car buyers will walk out of a dealership because of a negative buying 

experience at that dealership.  Where do they go?  Well, they buy their car at a different 
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dealership, of course.  But whatôs more important, and automakers take note, 12 percent 

of those who walk out of a dealership because of treatment, change brands.
2
 

This importance of the dealer in the value creation and delivery process was news to this tractor 

manufacturer who had traditionally marketed their products to farmers who relied less on dealer 

service than did this market segment.  They thought they could target this market stressing 

product features and ignoring the role of the dealer.  This worked with traditional farmers, why 

wouldnôt it work with consumers?  Failing to understand how the product/market defined value 

impeded penetration and stifled market share growth allowing more astute competitors to 

become best in market and achieve a value and market share advantage. 

The value model is the voice of the market.  It is constructed on evaluations of not only your 

brand but also the evaluations of competitorsô brands because market share gains come not only 

from your customers but also those customers of competing brands. This model is the 

information platform for Six Sigma Marketing and drives all other aspects of strategic and 

operational performance. 

Hereôs another value model, this time focusing on the gas connector/wholesale market.  Gas 

connectors are those flexible metal hoses that connect appliances to gas sources. 
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Figure 5-2 

Value Model for Gas Connectors/Wholesalers 
 

 

This model is a relatively simplistic one when compared to the more complex model for tractors.  

The major value drivers are image (.596) and quality (.327).  It is more than likely that the brand 

image element communicates a lot of information regarding the quality of the product, hence its 

importance.  Price is relatively unimportant due to the similar pricing policies of the different 

competitors within this product/market.  In other words, since there is little difference in price, 

price does not have a big impact on value. 

Two CTQs make up the quality component: product quality (.683) and account management 

(.317).  Let me make the same point as I did earlier.  Manufacturers that are product oriented 

would tend to miss, in this case, a significant portion of the quality definition.  Buyers not only 

focus on the quality of the product per se, but also a CTQ called ñaccount managementò 

consisting of items such as the following: 
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 Providing reps that are accessible and responsive 

 Providing reps that keep you informed of impending price changes 

 Providing reps with good technical knowledge 

 Providing reps with whom you can communicate with in different ways (fax, email, etc.) 

 Providing reps that are willing to go on outside calls with your people 

 Providing reps that facilitate returns and warranty claims 

 Providing reps that keep a safety stock of connectors in case of an emergency 

 

Clearly in an industry that is highly product oriented, having reps that are capable of providing a 

high level of ñaccount managementò offers the enterprise a unique differentiator.  ñAccount 

managementò is a CTQ that many gas connector competitors are blind to and one that propelled 

this company to best in market.  Enhancements in ñaccount managementò will require a focus on 

specific processes (information flows, warranty, and return) as well as making sure that the 

people have the necessary training to provide superior ñaccount managementò. 

One final value model is offered.  Figure 5-3 is a value model for dryers sold to the low tech 

plastics market.  The manufacturer used sales agents to move their product. 
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Figure 5-3 

Value Model for Dryers/Low Tech Manufacturers 
 

 

 

 

Again, quality is the major value driver (.637) followed by price (.363).  The implications are the 

same.  The best way to improve the brandôs competitive value proposition is through an 

enhancement of quality, not a decrease in price. 

Quality is a relatively complex element in this situation.  Product quality and performance (.327) 

is the CTQ with the most importance, followed by ñmaintenance processò (.158), ñinstallation 

processò (.143), ñproduct support processò (.125), ñsales processò (.111), etc.   
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Again, value creation and delivery is a partnership between the manufacturer and, in this case, 

the sales agents hired by the manufacturer.  This manufacturer was forced to rethink its 

relationship with the agents since an atmosphere of distrust existed between the two.  A first step 

in value enhancement required a rethinking of this relationship and a recognition that both parties 

would benefit from a more solid partnership.  Best in market for the manufacturer depends on the 

agent, dealer or broker also being best in market. 

Understanding CTQs 
 

So far weôve looked at the more global aspects of the value model: the explanatory focus on 

what drives value and the different CTQs that make up the quality component.  But what do 

these CTQs mean?  In Figure 5-1, what does ñdealer serviceò mean?  No doubt if you asked this 

of team members you would come up with a number of different meanings of ñdealer serviceò 

making it difficult to actually respond to how the market defines the CTQ. 

The CTQs in the value model were formed using a statistical technique called factor analysis that 

sorts responses to quality questions or items based upon their response patterns.  This produces a 

number of ñbucketsò of questions that have something in common with other questions in the 

same bucket.  In the case of the tractor model, the technique identified seven different buckets 

(the CTQs). 

The ñdealer serviceò bucket contained the following items or questions: 

 Dealer responsiveness in solving problems 

 Dealer problem solving ability 

 Ability of dealer service people to repair the equipment 

 Technical knowledge of dealer repair personnel 

 Dealer performance on warranty claims 

 Response time for dealer service 

 Quality of shop repairs 

 Dealer service responsiveness 

 Product knowledge of dealer service people 

 Diagnostic skills of field service people 

 Willingness of service department to keep you informed of repair status 

 Capacity of dealer repair facilities to handle repairs 
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 Ability to get needed parts quickly 

 

Initially, there was no name for this CTQ.  The SSM team reviewed the contents of this bucket 

and since all of the items referred to some aspect of service at the dealer level, they labeled it 

ñdealer serviceò.  This is how buyers of tractors define ñdealer serviceò not a marketing guy or a 

quality person but the market.  Other teams could have come up with a different label but more 

than likely the label would have been similar.  Having this information available now makes 

improving performance on ñdealer serviceò more focused and easier.  Lacking this level of 

information, an organization could spend significant amounts of time and resources focusing on 

the wrong things.   

How do you partner with dealers to improve ñdealer serviceò?  What do you focus on?  Gather 

together a manufacturer/dealer team and start from the top of the VPC list and look at how 

dealers respond to service issues.  Look at their problem solving ability.  Is it strong or are their 

issues that need attention?  Do they have the sufficient training and equipment to do the repairs 

when they are promised?  These are a few of the questions that can guide improvements on CTQ 

performance and will be addressed in greater detail in Chapter 9.   

Letôs look at another important CTQ ñmachine operationò.  This is a CTQ that is more directly 

under the control of the manufacturer.  ñMachine operationò is comprised of the following items: 

 Operator comfort 

 Ease of getting on and off the tractor 

 Noise level of the machine 

 Design of machine safety features 

 Space to carry things on the tractor 

 Layout of operator controls 

 Style of the tractor 

 Ease of hooking up attachments 

 Machine maneuverability 

 Smooth and easy operating transmission 

 Operator visibility 

 Fit and finish of the tractor 
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This bucket was labeled ñmachine operationò by the team since most of the items referred to that 

actual driving and use of the tractor.   Clearly, most of these items refer to the design and 

manufacturer of the tractor.  This information should go directly to the design and manufacturing 

teams who use the information to improve and enhance ñmachine operationò.   

For example, the VPC ñoperator comfortò directed the design team to provide a swivel seat on 

the tractor so that the operator could easily turn the seat around to operate the backhoe.  This 

made the tractor more accommodating to the operator.  Reducing the noise level of the machine 

became an important goal and was achieved.  The VPC ñspace to carry things on the tractorò was 

a factor that was initially overlooked in the design.  Operators liked to be able to carry such items 

as tool boxes and chains on the tractor.  This was provided in subsequent models.  ñDesign of 

safety featuresò led the team to focus on an extension to the emergency braking system which 

many operators felt was too short for easy accessibility.  These are some to the enhancements 

that were made to this product line based upon listening to the VOM. 

Capturing the VOM 
 

The previous value models were generated from survey information collected from buyers in the 

targeted product/market.  It might be useful to take a few moments and review the process.  The 

purpose of this review is not to make market researchers out of manufacturers but rather to make 

them better buyers or specifiers of market research information.  Too many research companies 

sell off ï the ï shelf research to companies.  Good research is driven by the information needs of 

the client, not the bottom line of the seller. 

Step one: Asking the right questions  

 

The first step in any survey design is to make sure you are asking the correct and relevant 

questions.  This is where interviews or focus groups can be particularly helpful.  Both of these 

techniques are best classified as ñexploratoryò in nature rather than definitive.  They can be very 

useful in eliciting the right types of questions to ask in a survey. 
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Focus groups usually are comprised of about 8 to 12 individuals who are part of the targeted 

product/market.  These individuals are asked to talk about their experiences, likes, dislikes, 

problems regarding the product in question.  It is essential that this discussion should focus on 

how they define quality and value.  This is where the more comprehensive definitions of quality 

and value come in.  Relying on the interaction among the group can be very beneficial and 

revealing as one respondent will play off another.  Your attention should be directed toward 

compiling a list of attributes that define quality and value.  During this process it is essential that 

a level of granularity be achieved, since the more granular the information the more actionable it 

is. 

For example, a respondent might say ñquality of the productò is important.  Your next set of 

questions should be what does quality mean?  Can you give me an example of good quality?  

Can you give me an example of bad quality?  If you were designing a product like this, how 

would insure that it is a quality product?  Allowing these questions to be part of a group 

discussion can be very enlightening.  In fact, I have found it quite useful to have a group of 

manufacturing executives behind the one way glass to listen and view the groups being 

conducted.  They will learn a lot just from this exposure. 

The tendency of the uninitiated research user is to rely too heavily on focus group information.  

Some people tend to take the information as gospel.  Keep in mind that the responses come from 

just 8 to 12 individuals and do not reflect a statistical sample of actual buyers.  In fact, it is 

probably wise to conduct at least two or more focus groups to corroborate the information.  

These sessions can be videotaped and replayed for other individuals in the company exposing 

them to how the market defines quality and value.  They provide good discussion guides. 

Step two: Questionnaire development  

 

The actual form of the questionnaire will depend upon what data collection technique you are 

using.  However, most types of questionnaires have some basic elements in common. 

Once a list of quality and value attributes has been generated, they can be assembled into a 

questionnaire.  The questionnaire has three basic sections: a screening section, a body, and a 

demographic section.  The screening section contains questions that make sure you are reaching 
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the proper person.  Ask the wrong person the right questions and you run the risk of getting bad 

information. 

The body of the questionnaire contains the attributes that you have generated from the focus 

groups.  These should be randomly listed (as most professional survey companies do).  These 

questions should be answered using a scale anchored by 1 = poor performance and 10 = 

excellent performance.  There are other types of anchors but the real issue you are trying to 

assess is the performance of the different competitors. 

Finally, any information that you want to collect regarding who is answering the questionnaire 

should go last.  Typical demographics include age, gender, geographic location, size of company 

(revenues or employees), and any other information that will help you segment or target buyers.  

This information goes last so that in the case of a respondent dropping out you will still have the 

attribute information. 

There are several other aspects of questionnaire development that are important and can and 

should be worked out with whoever is doing the research.  Good competent research companies 

will be able to address these issues. 

 

Step three: Fielding  

 

Once the questionnaire has been developed and tested, it is fielded.  This again is done by the 

research company and depending on the nature of the buyers can be handled by telephone, 

internet or mail.  In some cases a personal interview format can be useful.  Each format has its 

advantages and costs and should be discussed with the research company. 

 

Step four: Analysis  

 

When the data is collected and edited it is subject to an analysis.  There are numerous ways of 

surfacing information.  The models shown earlier were the result of a multiple analytic approach.  

First the items were factor analyzed which permits the surfacing of the CTQs.  These are then 
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regressed against a composite of value questions.  The regression model generates a goodness of 

fit measure that tells you how good the independent variables (CTQs) are in explaining the 

dependent variable (value) and how important each element of the model is in capturing the 

meaning of value. 

There are other ways of analyzing the data but any technique(s) chosen should identify and 

prioritize the drivers of value (quality, image and price) and should do the same for the CTQs.  

Clearly, the more focused the CTQs the more actionable the resulting information. 

The model should also yield information that permits you to identify your competitive value 

proposition with that of your key competitors.  This will require you to not only survey your 

customers but also those of your competitors. 

Again, many types of analytics can be used but you will want to be able to break down the 

respondents into your customers and be able to identify other customers by brand or competitor.  

This is essential. 

A complete discussion of data collection and the various types of analyses are beyond the scope 

of this book.  Other books, such as Listening to the Voice of the Market: How to Increase Market 

Share and Satisfy Current Customers
3
, delve into the research process in significantly greater 

detail. 

Generating this kind of information is not cheap.  But the returns from good market information 

are invaluable in becoming best in the market.  And, being best in the market has its own longer 

lasting returns. 
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Takeaways 
 

 Contrary to what many production oriented executives say, customers and buyers know 

an awful lot, especially when it comes to value and quality.  Neither of these two terms 

has any real meaning when they are divorced from the market.  Production oriented 

organizations have to find a way to look beyond the manufacturing floor and establish a 

clear line of sight to the market place.  This has to be priority number one! 

 For each product/market that the organization targets, it has to understand value and 

quality better than anyone else in that product/market.  Best in market depends upon this 

information advantage. 

 Value models or whatever vehicle is used to capture value and quality definitions must be 

able to identify and prioritize value drivers and CTQs.  They must be able to define them 

in terms that are actionable and that have meaning. 

 The value model is the Voice of the Market which provides the information platform for 

becoming best in market.  It is directive by nature and learning how to capture it and use 

it is essential, regardless of which product/market you are targeting. 

 Finally, communicate the value information.  As the value models often point out, value 

is created and delivered not only by the manufacturer but also by other channel members.  

Engage dealers, agents and brokers and use the information to enhance or improve their 

contribution to the value delivery system.  The customer comes into contact with the 

dealer and the dealerôs salespeople.  Use the information to make the sales experience a 

value laden one.  Use the information to sharpen the dealerôs repair and service functions.  

Use the information to improve or enhance the design and manufacturing process.  

Information not shared is no information at all.  Best in market means that your value 

engine must be firing on all cylinders.  Make sure it is. 

 

Chapter 6 examines a key value tool, the Competitive Value Matrix, necessary for managing 

customer value.  These tools are focused on the question, ñHow do you use value to grow market 

share?ò  Market share derives from being able to attract new customers.  Being best in market 

requires enterprises to be able to actively measure and manage their competitive value 

propositions. 
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Chapter 6: Ȱ7ÅȭÒÅ ÎÏ ×ÏÒÓÅ ÔÈÁÎ ÁÎÙÏÎÅ ÅÌÓÅȱ or , If everyone is good, 

what is average? 
 

The title of this chapter is comprised of two actual quotes that I will never forget for different 

reasons.  The first part of the title, ñWeôre no worse than anyone elseò comes from a Kmart 

executive who I asked ñHow do you compare to your competitors in the eyes of your customers?  

He thought for a second an uttered the memorable words. 

The second quote comes from a question that I asked a roomful of executives ï ñHow many of 

you provide good quality?ò  Everyone raised their hands.  I then asked ñWhat does this mean?ò  

After the usual silence, a share exec said, ñWell if everyone is providing good quality ï weôre all 

providing average quality!ò  As a workshop leader you live for these kinds of insightful 

breakthroughs. 

Best in market does not accrue to those who are no worse than anyone else or to those who are 

providing average quality.  Instead of being best in market, how many want to be average in 

market?  How do you win when there is no compelling reason for choosing your product or 

brand over a competitorôs?  You donôt. 

To be best in market it is essential to be able to accurately compare your value offering to that of 

your competition.  Identify where you are strong and weak and then use this information to 

enhance or improve your competitive position.  No good general goes into battle without 

understanding the disposition of his enemy, his strengths and weaknesses.  Similarly, no 

intelligent manager goes to market without understanding his brandôs value proposition and that 

of his competitors.  Chapter 6 is about understanding value gaps - the Analysis stage of the Six 

Sigma Marketing DMAIC. 

New SSM terms  
 

 Competitive Value Matrix : the radar screen that shows the different competitive value 

propositions of the competitors within a targeted product/market.   

 Value gaps: show the difference in value propositions of the different competitors.  

Value gaps will either be positive (if you are the value leader) or negative (if you are a 
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value follower or challenger).  These gaps provide the basis for different strategies for 

either increasing the gap or closing the gap. 

 Leveraging: investing more into an advantage to insure that it remains an advantage 

offering the organization to extend its value superiority over its competitors.  

The Competitive Value Matrix  
 

The Competitive Value Matrix is the enterpriseôs value radar screen.  It has the ability to identify 

the value propositions of all of your key competitors.  Value is the best leading indicator of 

market share and a principal measure of best in market.  Hereôs how it works. 

 

Figure 6-1 

Competitive Value Model ï Compact Tractors/Hobby Farmers 
 

 

 

HighLow

Outstanding Value

C
u

s
to

m
e

r 
Q

u
a

lit
y
 I
n

d
e

x

High

Low Poor Value

Expensive Relationship

Discount Relationship

Competitor A

Competitor D

Competitor B
Competitor C

XYZ



80 
 

A product of the Six Sigma Marketing Institute 
 

This is a Competitive Value Matrix for the manufacturer of compact tractors that is targeted to 

the hobby farmer.  You will recall that the compact tractor/hobby farmer value model was 

illustrated in Chapter 5. 

The matrix and its four quadrants are formed by the market means of the two main value drivers: 

quality on the vertical axis and price on the horizontal axis.  The Outstanding Value quadrant is 

home to those competitors that are judged by the market to provide superior quality at a highly 

satisfactory price.  This is the essence of value and is the hallmark of the best in market 

competitor (Competitor A).   

Located in the Poor Value quadrant are those competitors (B, D and XYZ) whose brands are 

judged to be of inferior quality and offered at an unsatisfactory price.  Inferior quality and an 

unsatisfactory price typically go hand ï in ï hand as buyers realize that they have purchased 

product that is ñnot worth itò. 

In this case, there is one competitor (Competitor C) in the Discount Relationship quadrant, so-

named because the market judges the brand as providing inferior quality but at a price that is not 

unsatisfactory.  This is the entry point for many competitors such as Kubota, Mahindra and Kioti 

as they seek to penetrate the U.S. market. 

Competitors located in the upper right hand quadrant ï the Expensive Relationship quadrant are 

perceived as high quality brands but offered at a price that is unsatisfactory.  In this case no 

competitor is found in this quadrant. 

The value radar screen points out the strategic options of each competitor.  Competitor A, the 

best in market competitor is the value leader and in the market share leader.  This brand owns a 

dominant lead over the other competitors in this product/market.  The distance between 

Competitor A and the brandôs poor value competitors is the value gap that A has created.  

Competitor Aôs strategic task, contrary to what many strategy formulas would call for, is to grow 

the gap.  Make the distance even greater and in the process cement best in market status and 

market share difference.  This is done by leveraging the quality strength and pricing power of 

this brand.  ñLeveragingò means to invest further in the constellation of CTQs that comprise the 

overall quality dimension.   
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Competitor D, B or XYZ will want to close the gap.  These competitors cannot stay in the Poor 

Value quadrant for any length of time - to do so is to suffer continuing market share decline.  

Their task is more difficult than that of Competitor A who is operating from a position of 

strength.  The VOM is telling these poor value competitors that their quality is inferior and that 

their pricing policy is not satisfactory.  They are hearing some of the most fearful words a brand 

manager can hear ï ñyour brand is not worth it!ò  The poorer the quality the worse is the price 

perception.   

Competitor C has a different challenge.  Quality improvement is a must but quality has to be 

grown without a concomitant increase in price. 

The Competitive Value Matrix is a powerful tool for understanding the enterpriseôs value 

proposition.  Every brand has a value proposition.  Sometimes it is not what the organization 

wants it to be.  Moreover, practitioners of Six Sigma Marketing soon learn that if they are not 

actively managing their brandôs competitive value proposition, their competition is.  By that I 

mean that value is relative ï relative to that of your competition.  If you are ignorant of or choose 

not to manage the value your brand is providing, by managing their own value, competitors are 

actually managing yours.  If Competitor A is successful in extending its value gap over the other 

competitors, the value propositions of B, D, and XYZ will suffer. 

Value is an important asset, like inventory or goodwill, both of which no manager would turn 

over to their competitors.  Value sends a strong buying signal that says we are best in market.  It 

provides the Velcro that binds current customers to the brand and impels additional purchases, 

upgrades and contract renewals.  All sources of profitable market share. 

 

Analyzing the value gap  
 

Value gaps exist at two levels.  The first level is the CTQ level.  The second level is the VPC 

level (value performance criteria) or, the attribute level.  Understanding the nature of these gaps 

is essential to becoming best in market or staying best in market. 
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CTQ level gaps 

 

Table 6-2 shows the mean performance scores for XYZ and the different competitors operating 

within this product/market.  The performance scores range from a 1 (poor performance) to a 10 

(excellent performance).  These market ratings provide an important piece of information for Six 

Sigma Marketers. 

Table 6-2 

Mean CTQ Performance Scores 
 

 

 

The yellow cells indicate where XYZ has a performance disadvantage relative to the other 

competitors.  As you can see there are many issues facing XYZ.  The green cells reflect the areas 

where XYZ enjoys a performance advantage.  The white cells represent those areas where XYZ 

is at parity with the competitor.  Advantages, disadvantages and parity are determined by using a 

test of significance indicating that the difference is not due to chance.   

XYZ
Comp

A

Comp

B

Comp

C

Comp

D

Mean Mean Mean Mean Mean

CQI Hobby Users 8.66 9.24 8.81 8.78 8.87

Dealer Service 8.60 9.08 8.80 8.66 8.91

Machine Operation 8.73 9.27 8.74 8.62 8.76

Dealer Sales 9.18 9.64 9.06 9.33 9.34

Trial & Training 7.93 8.96 8.37 8.34 8.20

Machine Productivity 8.72 9.31 8.94 8.75 9.15

Order & Delivery 8.89 9.34 8.95 9.16 8.85

Machine Reliability 8.71 9.20 8.99 9.01 8.93

Price 8.65 8.97 8.52 9.01 8.71

Image 8.88 9.49 8.84 8.91 9.11

XYZ  Disadvantage XYZ  Advantage
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The CTQs come directly from the value model.  In Six Sigma Marketing the key comparisons 

are directed at a targeted competitor, in this case Competitor A.  Competitor A is best in market, 

a position that XYZ seeks.  XYZ has weaknesses on all CTQs as well as the two value drivers, 

price and image.  Their challenge, if they seek to be best in market, is to close the performance 

gaps on the individual CTQs and consequently, close the value gap.  This analysis tells XYZ 

where their weaknesses exist and the extent of those weaknesses - two vital pieces of 

information.  Absent this information XYZ managers would be flying blind able to close the gap 

if they get lucky. 

Conversely, Competitor A will use this information to widen the gap.  They are the best in 

market based on their superior value proposition and resultant market share.  Their challenge, in 

the words of a brand manager at Kraft who enjoyed a dominant market share position, is too 

ñgrow the heapò.  And while many consultants would advise simply watching the situation to 

insure that no changes take place, Six Sigma Marketing urges the manager to leverage the 

advantages by enhancing their performance on the key CTQs such as ñdealer serviceò and 

ñmachine operationò.  ñNever be complacent about an advantageò is an axiom of Six Sigma 

Marketing.  Regardless, in either closing a gap or widening a gap, the question is ñHowò? 

 

VPC level gaps 

 

The answer to the ñhowò question is contained in Table 6-3. 
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Table 6-3 

Mean VPC Performance Scores 
 

 

As indicated earlier, the CTQs are dimensions or factors comprised of a number of related items.  

Table 6-3 decomposes the ñdealer serviceò CTQ into its constituent attributes of value 

performance criteria (VPCs) and shows the marketôs evaluation of the different competitorsô 

performance.  Again, these are mean performance scores ranging from 1 to 10.  This type of 

analysis is available for each of the CTQs and each value driver (price and image). 

The analysis at this level is particularly revealing and clearly points to the source of XYZôs poor 

value position.  On all VPCs,  XYZ is at a performance disadvantage to the target, Competitor A.  

Poor performance on issues such as ñdealer responsiveness in solving problemsò, ñability of 

dealer service people to do the repairò, ñability to complete repairs when promisedò, ñresponse 

time for dealer serviceò, ñquality of shop repairsò and ñdealer service responsivenessò all point to 

XYZ
Comp

A

Comp

B

Comp

C

Comp

D

Mean Mean Mean Mean Mean

Dealer Service 8.60 9.08 8.80 8.66 8.91

10g. Dealer responsiveness in 

solving problems
8.65 9.05 8.51 8.22 8.97

9t. Dealer problem solving ability 8.68 8.95 8.59 8.64 8.52

9o. Ability of dealer service people to 

do repair
8.28 8.83 8.52 8.77 8.73

9r. Ability to complete repairs when 

promised
8.75 8.88 8.86 8.57 8.95

10c. Technical knowledge of dealer 

repair personnel
8.68 8.99 8.89 8.92 9.07

10f. Dealer performance on warranty 

claims
8.78 8.98 9.08 8.53 9.03

9w. Response time for dealer service 8.51 8.85 8.74 8.12 8.88

9s. Quality of shop repairs 8.50 9.05 8.64 8.72 8.99

9n. Dealer service responsiveness 8.57 9.21 8.94 8.49 8.96

XYZ  Disadvantage XYZ  Advantage
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process problems.  One training issue surfaced, ñtechnical knowledge of dealer repair 

personnelò. 

This type of analysis raises what has become known as an ñinconvenient truthò.  That is, for 

XYZ to be best in market, their dealers will have to become best in market.  In this actual case 

there is little trust on the part of the dealers regarding the manufacturer.  Resolving this issue will 

require the manufacturer to look beyond the manufacturing walls and deploy a quality initiative 

to fix what is wrong with ñdealer serviceò.  This will require potentially an examination of the 

service process as well as some possible training programs.  It is important to point out that some 

ñdealer serviceò problems may not strictly be the fault of dealers but may also be the fault of the 

manufacturer and supply chain.  The problems surface at the dealer level but their source resides 

elsewhere. 

Should all CTQs be addressed in this manner?  Probably not.  XYZ should focus on the major 

CTQs, the ones that have the biggest impact on quality and value. 

Competitor A can leverage its best in market position by investing in ñdealer serviceò.  Their 

task will be to create a level of service that cannot be neutralized.  This product/market places a 

premium on ñdealer serviceò and by investing in a program to make dealersô performance even 

better will insure that Competitor A ñgrows the heapò and enjoys the fruits of market dominance. 
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Takeaways   
 

 Value leadership is a hallmark of best in market status.  Understanding how the market 

views your competitive value proposition is critical.  Value sends a strong buying signal 

because it tells the market that you are providing a quality brand at a satisfactory price.  

Moreover, as will be seen in Chapter 7, value forges the kind of loyalty among current 

customers that provides an annuity to the organization. 

 Ignoring your value proposition or making one up is delusional.  The only real value 

proposition is the one that the market confers on your brand.  You may think you are 

offering a value laden brand, but the market may not agree.  This will certainly impede 

your ability to penetrate the market and definitely deny you a best in market position. 

 Value gaps have to be attacked on two levels: the CTQ level and the VPC level.  This 

means that your information must be collected and analyzed in a manner that is directive 

and actionable.  This issue of collection was discussed in the previous chapter.  CTQ and 

VPC information comes from the value model which is the voice of the market.  Using 

this information assures you that it is the market that is focusing your improvement 

initiatives and not agendas or conventional wisdom.  

 

Chapter 7 has as its focus the task of loyalty management.  How loyal is your customer base?  

What is the potential for your customers to defect and what is the reason for this defection? 
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Chapter 7: Who cares if your customers keep buying from you?  
 

A wireless telecom company, a former client, suffered from a ñchurn rateò of about 50% a year.  

I asked about this and one of their executives said ñthis is typical for our industry.ò  Regardless 

whether this is true or not it is still intolerable especially by best in market competitors.  This 

organization managed to tolerate it even to the extent of having an unofficial strategy of 

ñoutselling churnò.  Like the Red Queen in Lewis Carrollôs Through the Looking Glass said, ñIt 

takes all the running you can do, to keep in the same place.ò 

Market share accrues from three sources: 

 The acquisition of new customers 

 The retention of current customers 

 The increased purchasing of current customers (contract renewal, up selling, increasing 

purchase amount and/or frequency) 

 

This chapter looks at the issue of enhancing customer loyalty and its impacts on business. 

 

New SSM terms  
 

 Customer Loyalty Matrix : The radar screen for customer loyalty.  The Customer 

Loyalty matrix identifies the degree and nature of loyalty for your current customer base.  

It is an essential tool in the retention of customers. 

 Cluster analysis: is a grouping technique that clusters groups of individuals into distinct 

groups based on specific classification variables such as price and quality evaluations. 

 NPS: Companies calculate a Net Promoter Score by asking customers a single question 

on a 0 to 10 rating scale: "How likely is it that you would recommend our company to a 

friend or colleague?" Respondents can be classified into one of three groups: Promoters 

(9-10 rating), Passives (7-8 rating), and Detractors (0-6 rating). The score is calculated by 

subtracting the percentage of Detractors from the percentage of Promoters. NPS should 

be calculated for each targeted product/market. 

The customer loyalty matrix  
 

The principal tool for managing customer loyalty is the Customer Loyalty Matrix, an example of 

which is shown in Figure 7-1. 


























































