Embracing Differentiation: A New  and Efficient Way to Market your Financial Practice
By David L. Lawrence

Hardly a day goes by that someone does not offer some new idea on how to market a business. Most go the way of other fads by fading quietly away. Others seem to stick and still others grow in popularity over time. Given profit constraints on the financial services profession and competition battling for the same block of clients, it is not surprising that financial advisors seek new ideas and alternatives when it comes to marketing their financial practice. The fact is that there exists a certain level of sameness in this profession which makes the task of differentiation that much more difficult. However, there is a relatively new movement that promises to change all that. Dubbed the ‘Blue Ocean Strategy™’, this concept embraces a systematic approach for making the competition irrelevant.  A book, written by W. Chan Kim and Renee Mauborgne, appropriately titled Blue Ocean Strategy (Harvard Business School Press, 2005), suggests theoretical approaches to creating ‘blue oceans’ of uncontested market space ripe for growth. The book, written in 2005, sold over a million copies in its first year and is now being published in 39 languages which suggests that this is one of those ideas that is growing in popularity. 
The concept of the Blue Ocean Strategy (BOS) is that all of the marketplace of potential clients (customers) is divided into red and blue oceans. The red oceans are characterized by accepted industry boundaries (basically all of the industries in existence today) whereas the blue oceans represent all the industries not in existence today, the unknown market space, unaffected by competition. 

In the red oceans, as the market space gets crowded, prospects for profits and growth are significantly reduced over time. Products become commodities or niches, and cutthroat competition turns the red ocean bloody. Hence, the term red ocean. 
In blue oceans, demand is created rather than battled over. There is significant opportunity for profitable and fast growth. In blue oceans, competition is deemed irrelevant because the rules of the game are waiting to be made. Blue ocean is an analogy to describe the wider, deeper potential of market space that has yet to be explored and/or exploited.

The three conceptual building blocks of BOS are 1) Value innovation, 2) tipping point leadership, and 3) fair process. Clearly, though, the lynchpin of the Blue Ocean Strategy is ‘Value Innovation’. A blue ocean is created when a firm innovates a new product or service that provides value to both the client and the firm. To be a true Blue Ocean, this new offering must raise and create value for the market, while simultaneously reducing or eliminating features or services that are less valued by the current or future market. But, to make this concept work and be sustainable, firms must find ways to deliver the product or service efficiently and with a reasonable profit. This may not be as difficult as developing the product or service itself simply because in a new market space, pricing is largely an unknown element. 
The book offers several examples, including Dyson Vacuums. Inventing a whole new way of vacuuming, Dyson then set about the task of building a marketing program that solidified its place alone in that market space. The vacuum process, one that had been largely the same from company to company for years, was turned on its ear by a company offering a vacuum with no filters to clean and a Dyson ball that turns on a dime. In the beginning, no competitor was prepared to counter the campaign. Dyson could effectively charge whatever they wanted for their vacuums and did. Most were twice the price of other manufacturers and yet, they captured significant market share because it was a new idea that captured the imagination of the consumer. 
Another example uses the story of Pitney Bowes, whose CEO at the time, Michael Critelli, created the Advanced Concept & Technology Group (ACTG) that identified and developed a new machine that enables people to design and print their own postage from their desktops; ‘Value Innovation that embraces Blue Ocean thinking’.

While these examples are interesting, a bigger question is how this can be applied to a financial advisory firm. The answer is pretty much the same as it would be for any industry or profession. The Blue Ocean Strategy begins by plotting a strategy canvas that is a diagnostic tool designed to illustrate the range of factors on which a profession competes and plots this against the offering level that clients receive across all these key competing factors. A strategy canvas might look like the following:
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Courtesy of www.blueoceanstrategy.com
To plot a new value curve, there are essentially four key questions that must be answered in order to challenge a profession’s strategic logic and business model:

1. Which of the factors that the profession takes for granted should be eliminated?

2. Which factors should be reduced well below the profession’s standard?

3. Which factors should be raised well above the profession’s standard?

4. Which factors should be created that the profession has never offered?

The answers to the first three questions should lead to the fourth question’s answer. However, that fourth question is the hard one. It speaks to the concept of differentiation. The underlying principle of the Blue Ocean Strategy is, at its core, differentiation. If a firm is solely concerned with creating and ignores the cost factors, they will have accomplished nothing. Often, those companies who embark on a path of blind innovation without regard to value, cost or client appeal find themselves losing rather than gaining.
One example of this might be a firm that chooses to produce a comprehensive quarterly report for their clients with fancy charts, graphs, tables of figures, comparisons to indices and lengthy commentary without first determining if such a report is warranted or even desired by the client. The ‘build it and they will come’ philosophy does not always work in an environment where the firm has not taken the time or care to determine need or want in their clients or prospects.

Differentiation is about acquiring new business and not just strengthening existing client relationships. If, in the course of doing business, it is determined that a firm works well with a certain group of clients, it could explore a brand identification that targets that particular group. This focus on specialization is a form of differentiation. Another example is to identify specific characteristics (experience, education, special certifications, etc.) of the firm principals and build a brand structure based on this as the case for differentiation. The key is to find that certain unique aspect of the profession that can be solely owned or used by the firm. 
Presenting yourself to the public as ‘an advisor who serves the needs of families with estate issues’ is not a sufficient case for differentiation. There are probably 50,000 firms that do the exact same thing. Presenting yourself as ‘an advisor who serves the unique needs of families with special needs children and their estate planning issues’ would be an example of a step in direction of the ‘blue ocean’. Building systems, procedures and deliverables that meet the needs of such a practice efficiently and profitably while correctly targeting the client group with a compelling brand awareness that captivates those potential clients would fully embrace the blue ocean strategy.
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