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What Do We Really Mean by Differentiation?

We're often told there are two basic ways to win in a competitive marketplace—either compete on price
by lowering cost of production, or compete on product by offering something different that consumers
value at a premium. This second strategy is usually called ‘differentiation.’

"Make it cheaper... or make it valuable."

Those familiar with the 9Vectors approach to business optimization know implementing these strategies
is not a simple process. Lowering costs or creating a new product is a complex strategy that requires
alignment throughout a company—through all its different phases, functions, and divisions.

When Henry Ford put the Model-T on the market, he was able to sell a superior product and one that
was much cheaper than existing automobiles. He accomplished this by optimizing all nine vectors of
the Ford Motor Company to the furthest extent possible: its marketing, people, finances, strategy,
operations, execution, expectations, governance, and entity.

ECONOMIC ASSETS PROCESSES STRUCTURE
1. Market 4. Strategy 7. Expectations
2. People 5. Operations 8. Governance

3. Financial 6. Execution 9. Entity

Ford famously said customers could buy the Model-T in any color, as long as it was black. His
organization was already differentiated on so many levels that the more superficial differentiation of
color was not yet important in the marketplace.

It is misleading to assume strategic decisions to control cost on the production side are truly isolated
from strategic decisions to differentiate a product on the marketing side. The butter vs. margarine wars
of the late 19th century illustrate this perfectly—butter manufacturers differentiated themselves through
lobbying, forcing margarine makers to dye their product pink or orange to distinguish it from 'real’ butter.

So when we talk about differentiation at 9Vectors, we aren't using the term like economists or even
marketing specialists. We talk about differentiation in a more comprehensive and meaningful way.
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Differentiation Through the 9Vectors

Differentiation is what a company is, all the way through—not simply the result of product development
and the customer-facing aspects of marketing. It's a strategic plan that puts a company's assets to
maximum productive use through an efficient set of measurable operational processes overseen by
competent leadership. In 9Vectors: Insight to Action, this is called a cross-functional workflow.

Differentiation is not the only cross-functional workflow leveraged through the 9Vectors platform, but it's
the one that business leaders most commonly ask about—even more frequently than efficiency,
innovation, globalization, and corporate social responsibility.

How do we get there? At 9Vectors, we've taken a cue from Henry Ford by embracing automation—not
of the production line, but of something even more vital today: the information network. And we've done
this through digital and human sensor enterprise management.

Companies thrive when everyone is sharing and communicating. In the time of Ford and Napoleon,
automation was a way to reduce the input of a common worker or soldier so that a top-down plan could
be implemented with minimized deviation. But that's not the world of the 21st century. Organizations
like that get caught flat-footed, because they're not sufficiently adaptable.

With powerful software platforms like TheGreyMatter.ai, 9Vectors.ai, Snapshot9.ai, and
Measurementl3.ai, automation increases input and helps bottom-up collaborations thrive. Our
platform captures both digital sensor data (from systems, APIs, and automated ingestion) and human
sensor data (from stakeholder assessments, surveys, and collaborative input). There is no other way,
in the long-term, to sustain organization-wide differentiation and maintain a competitive advantage.

DIGITAL SENSORS HUMAN SENSORS

API Connections & Integrations Stakeholder Assessments
Automated Data Ingestion Leadership Evaluations

Financial System Feeds Team Surveys & Feedback

CRM/ERP Data Streams Expert Knowledge Capture
Real-time Performance Metrics 360° Feedback Loops
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Two Impressively Differentiated Companies

In the Snapshot9 book, we discuss a well-known search engine's financial model sub-vector in great
detail, hereafter referred to as Company G (CG). Here, we focus on the ways they are differentiated
across all nine vectors. But we also want to use a different example by way of contrast.

'‘Business B' (BB) is another great company. They supply TTL equipment (tagging, tracking, and
locating) to the Navy and other defense, intelligence, and law enforcement agencies. It's the kind of
technology Seal Team 6 used to get Bin Laden. They also do network security and infiltration, and
probably other special ops services we can't know about without a high-level security clearance.

BB is a small company and interacts with its customers much differently than CG does, probably
because it has so few. Both of these companies have differentiated themselves from their competitors,
but their differentiation is, well, different.

What's different about CG? Coming along at the perfect time, when Internet users were already trained
to start with the search bar and wanted the independence to guide their own experience, CG was the
first company to figure out that search could be a business model all by itself.

CG knew that it could provide great value to its users at low cost while focusing the majority of its effort
on selling those users to its real customers, the advertisers. Even as they've added applications
involving email, maps, documents, video, blogging, photos, and more, they always remember that their
users are the content creators and curators.

BB is similar to CG in that it is a market leader, with an outstanding research and development
operation. (Unlike CG, they have not supplemented internal R&D with external acquisitions.) BB is also
like CG in the way that it changed the competitive landscape in its business space by thinking about
customers in a different way.

With great leadership from its CEO, BB recognized that it could get an edge in the pursuit of
government contracts by more narrowly segmenting its customers, then looking for groups of
customers (i.e. federal agencies) with similar needs who could be targeted with similar offerings. That
way, it was choosing its customers proactively and providing them with great value, rather than just
chasing contracts. This allowed BB to charge more for its products.
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A lot of companies have fairly good marketing differentiation, but when we turn to the people vector we
begin to see what is really unique about these two companies. They not only differentiate themselves in
the way they select, manage, and reward their personnel, but the expended effort toward their people
asset is also extremely well aligned with their marketing and the other seven vectors.

CG hires tons of Ph.D.s in information technology fields, and in other research areas like physics,
biology, and even in languages and philosophy. BB hires its own kind of experts—these are people with
deep experience and connections in the security world who also have a set of key employee
characteristics that the company prioritizes.

CG puts its money where its mouth is, not just proclaiming innovation, but actually insists that its
employees put 20% of their work time into self-directed research. It's a way to stay ahead of the
competitive curve, because it avoids the narrow focus that commercially applied research divisions
often have on short-term results.

Likewise, BB places a high priority on internal transparency by promoting a dialogue between multiple
perspectives within the company. While this is somewhat rare in the government-contractor world, it is
exactly the kind of human sensor engagement that the 9Vectors platform facilitates through
structured assessments and continuous feedback loops.

We don't often think of the financial vector as a source of innovation (except for financial companies),
but that just goes to show that the usual vocabulary around 'differentiation’ is too focused on marketing.
Why would a company of smart people like CG manage their finances according to a cookie cutter
strategy?

Take CG's IPO, for instance. It was an auction! Now that's different. The auction, designed in
collaboration with Credit Suisse and Morgan Stanley, allowed multiple bids at different prices, building a
form of discovery into the IPO itself and creating a more level playing field for small investors.

Think about CG's financial model, which we explain in the Snapshot9 book as a combination of low
touch customer interaction with high volume and high profit margin per transaction—something we
rarely see in the software world. (The Snapshot9 code for this model is 'The Goldmine.")

BB is something of an apples-to-oranges comparison here, but with their shared private ownership
structure and their mid-touch, low-volume, high-margin financial model ('The Check Mark') they are
achieving equally impressive outcomes as CG. Most of their competitors generate lower margins at
lower volumes even though they spend more on customer interaction.

With Snapshot9.ai, organizations can ingest financial data directly through API connections or file
uploads, enabling real-time financial modeling and scenario analysis. The platform's Touch-Volume-
Margin (TVM) framework provides instant diagnostics and prescriptive analytics, powered by agentic Al
that learns from your specific financial patterns and industry benchmarks.
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At this point, you won't be surprised to find out that the process vectors and structure vectors tell a
similar story. Let's start with strategy. CG spends very little money promoting their products and
services. Customers come to them. Obviously this is a difficult strategy to pull off, but it pays wonderful
dividends.

CG also madified the traditional wisdom of brick-and-mortar retail that 'location, location, location'
matters most by charging a higher price to advertisers who wanted their AdWords to appear closest to
the top results of a user's search.

Most government contracting firms tend to be reactive because their market has only a few major
buyers (oligopsonistic). But by focusing on what the customers' pain points are now, and anticipating
what they will be in the near future, BB gains market power. Like CG, it employs its end-users
themselves as advertisers, generating fantastic word of mouth through their logo wear and Raving Fans
loyalty program.

There is a particular sub-vector within CG's operations vector which illustrates the thoroughness of their
differentiation. Infrastructure can be a tough area to manage, particularly for a company at that scale,
but CG built its own IT stack from scratch—its ERP systems, finance and accounting systems,
customer data management, and then on top of that, the entire stack of user data that it mines,
analyzes, and sells to advertisers.

BB's operations vector does not look especially differentiated from an outsider's perspective. But in any
company, there's always room for improvement. Maybe they correctly place their energy elsewhere, but
there seems to be clear opportunities for improvement in their processes. This is the kind of thing we
look for when we run a Data Discovery baseline—combining both digital sensor data from existing
systems and human sensor data from stakeholder assessments.

CG's expectations are incredibly high, which is not a good thing by itself. High expectations tied to poor
execution are a recipe for failure. But they are making it work by having precise and measurable KPIs
that are always clearly communicated and tightly aligned with their strategic plan, operating plan, and
compensation structures.

BB also sets a high bar at the top of their organization. They have an impressive ability to achieve a
similar alignment of expectation and execution, even though the nature of their business means certain
information inside the company needs to stay compartmentalized. You can ask every single person in
that company and they can tell you exactly what's expected of them and how it relates to the company's
overall strategy and financial model.
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Structure: Governance and Entity Vectors

Both companies provide exceptional insight and oversight through their governance structure. CG's
quarterly calls are something you should listen to even if you're not a shareholder. BB creates a similar
level of transparency and calibration of checks and balances with its private stakeholders.

This is an area we rarely associate with differentiation, but it can be the most important difference
maker. How many companies in the past decade differentiated themselves with their strategy and
financial model, but made their compliance structure 'anything we can get away with'? That's not true
differentiation, because it doesn't penetrate the whole organization—it's a signal of disconnect with
stakeholders, and is not sustainable.

Both companies are also strongly proactive in managing their intellectual property. CG is a patent
machine. BB has created IP within the government contracting space that is impressively repeatable
and scalable, even though their customers have highly specific and complex needs.
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Sample Differentiation Workflow

Having just provided a reverse engineered 9Vectors differentiation baseline for CG and BB, the next
step is to forward engineer what your company can do with the 9Vectors differentiation workflow. For
readers familiar with the metadata architecture, differentiation is a cross-vector workflow, but when it's
time to make a change, we attack it through the strategy vector.

Step Activity Description
1 Data Discovery Baseline assessment across all 9 Vectors using digital and human sensors
2 Identify Leverage Al-powered output to find top differentiation opportunities

Opportunities

3 Strategic Design Strategy lens activity to design differentiation approach

4 Operational Map strategy into operational processes for execution
Roadmap

5 Digital Ingestion Import all digital files directly or through API connections

Like all 9Vectors optimizations, enterprise management of differentiation through the vectors begins
with Data Discovery. There are hundreds of ways you can differentiate your business, but not all of
them would necessarily be an improvement, and not all of them would coordinate well together.

By creating and analyzing a baseline in which every stakeholder at your company can participate and
describe the situation as they see it, you drive a crowd-sourcing effect that will identify your best
opportunities. TheGreyMatter.ai combines this human sensor data with digital sensor data from your
existing systems to create a comprehensive, Al-powered view of your organization.

Because the market is always changing and your company's nine vectors are also always changing,
this is not a one-time process but a reiterative one. Every product eventually becomes commaoditized if
we don't continue to innovate. The platform’s continuous learning capability means your organizational
intelligence compounds over time—creating an ever-expanding moat of executive-grade strategic
insight.
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Conclusion

Any move to increase differentiation should be a joint effort, but it's easier said than done. The systems,
structures, and organizational design we need to put these operational processes into place are
complex. And putting a new strategy in place is not just a matter of operations.

For instance, how could BB succeed as a company focused on research and development unless it
was tapping and managing its people assets in the appropriate way? Imagine being the head of R&D
for a company whose people were selected, hired, and trained through a process that discouraged
innovative research thinking. That wouldn't work.

Good business strategies are built in layers, through a reiterative process that maintains a holistic
perspective on the company and adapts fluidly to changing circumstances. | highly doubt BB sat down
one morning, wrote up their goals, and had everything mapped out by close of business. I'm sure it took
years of blood, sweat, and tears, as well as a lot of people pulling together and even sometimes
pushing against one another to find a better way.

The 9Vectors differentiation applications do not replace that process, but facilitate it in a way
that has not been possible until now. By combining digital sensor data from your systems with
human sensor data from your people, TheGreyMatter.ai creates connected intelligence that
compounds over time—institutional memory that persists even when your people change. That's our
differentiator, and we hope it will be yours as well.
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Platform URL Focus
TheGreyMatter.ai The Autonomous Enterprise Brain
9Vectors.ai Strategic Business Assessment
Snapshot9.ai Financial Modeling Engine
Measurementl13.ai Leadership Assessment
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