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Discipline of Market Leaders

 by Treacy & Wiersema
 Survey of 80 high performing firms
 Key to success: Focus
 One & only one of three strategies:

 Operational excellence
 Total solution
 Product innovativeness

 Must perform to a threshold level in 
other two.

What is strategy? It’s what differentiates the enterprise 
and makes customers select you instead of your 

competitors. Also called unique selling proposition, market 
discipline, differentiator.
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Operationally excellent

 Highest quality => lowest cost
 “Formula” => short menu
 Process innovative
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Deming chain of logic

Lowest 
Prices

Lowest 
Costs

Highest 
Quality

Environment for 
Quality

= Reward for Quality
(Everything else 

takes care of itself)

Greatest 
Market Share
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Total solution

 “Infinite” menu
 Measure: “walletshare”
 Total solution, 1-stop shopping, 

“one throat to choke”
 “Schmoozes”
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Product innovative

 Market leader in product innovation
 Measure: number of patents, Nobelists, 

turns in the marketplace
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Focus on one,
have to meet the threshold in all

Implication: There is a danger when trying 
to focus on two or more. One cannot be all 
things in all markets. One has to say No to 
certain (prospective) customers.
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Case: Apple iPhone
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The “dream”
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Process focus
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From 
P. 

Crosby 
Quality 
is Free.
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Overview of staged levels
1 2 3 4 5

Process
Measurement

Process
Definition

Basic
Management

Ad hoc,
Chaotic

Process
Prevention

INITIAL

MANAGED

DEFINED

QUANT.
MANAGED

OPTIMIZING

Difficult to 
predict; 
relies on 
heroes

Can repeat 
previously 
mastered 
tasks

Org 
capability; 
fairly well 
understood

Process 
measured & 
statistically 
controlled

Focus on 
patterns & 
continuous 
improvement

Higher probability that 
developer will achieve 
consistently improved 
project results

© Master Systems Inc.
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Value of climbing process 
maturity ladder

Derived from QSM SLIM Estimate. 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26

0

2

4

6

8

10

12

Number of People

Elapsed Months

Level 3

Level 2

Level 1



15

How might quality be defined in a 
product innovative enterprise?

 Best management of risk = 
making risk visible and early 
in the life cycle.

 Shortest time between 
glimmer in the eye and 
revenue-generating product.
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Choice of life cycle

Source: Boehm, B, et al. (July 1998) 
“Using the WinWin spiral model: A case study.” 

IEEE Computer, 31(7), 33-44. 



17

Choice of life cycle (2)
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Product innovative:
features are key

• Improvement 
Goal 1: “xx is 
planned” 

Planning is not as 
important as 
understanding & 
challenging the 
constraints 

• Plan: “1.4 
blinding insights 
per fortnight” 

Innovation cannot 
be planned 
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Innovativeness (cont.)

• Instead – 
manage a basket 
of risks  

Create an 
environment of 
creativity (= OK to 
fail in the small) 

• Lightweight 
processes 

Probably 
documented only 
at highest level 
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Innovativeness (cont.)

• “Good enough 
quality” – quality 
that meets the 
threshold value 

Benchmark quality 
& other attributes 
to tune values 

•  High 
differentiation, 
high integration 

Lots of experts + 
people whose job 
it is to benchmark 
and integrate, stay 
focused 
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COCOMO II:

COQUALMO:

Value-Based:

Value-Neutral:

Market Risk:
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Sweet Spot

How much assurance is needed? 

Source: “How much software assurance is enough: A value-based approach,” LiGuo Huang & Barry Boehm, 
IEEE Software, Sept.-Oct. 2006, pp. 88-95.



Framework for strategic planning

22



23

 “Fit” is an important, practical reality
 When there is “fit” then adoption goes 

Whoosh!
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Innovator’s Dilemma
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Figure 8.4, Innovator’s Dilemma, Clayton Christensen, 1997, p. 179.
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