  Strategy Tool
the process of realizing a need and then acting on it to purchase a
product or service. Each step in the chain can present ways to differentiate a product or service.
• Discovering sources of differentiation is just one half of the equation.
In order for a differentiation strategy to be successful, a company
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must then develop or acquire the resources and capabilities to
deliver that unique value better than competitors.
• The net promoter score is a tool that can be used to assess how
well a differentiation strategy is working to turn customers into
promoters of a company’s offering.
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Review Questions
1. Define a differentiation strategy.
2. What are the four major categories or sources of product differentiation?
3. What are two processes that companies can use to search for
differentiation opportunities?
4. What is customer segmentation? Describe three different ways that
customer segmentation can be done.

5. What is the consumption chain? Describe as many stages of the
consumption chain as you can.
6. What is a net promoter score, and how is it calculated? Why is the
net promoter score a useful indicator of how successful a company is
at differentiating its product?

Application Exercises
Exercise 1: Understanding Sources of Differentiation
1. What product do you use because of differentiation? What do you
buy because it is awesome, rather than because it is the lowest-price
alternative? What causes you to have such strong feelings about the
product or experience?
2. In what ways can a company differentiate a product that is a commodity? What is an example of a differentiated product that was previously commoditized?

Strategy Tool

3. Harley Davidson gets hired by customers for social and emotional
reasons (jobs) that go well beyond the functional characteristics of
the motorcycle and its ability to provide transportation or comfortable leisure riding. Identify at least two other products or services that
seem to attract customers for largely social or emotional reasons?
4. What is an example of a product class that lost its differentiation?
How and why did it happen?
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