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Becoming a Category King

In the current healthcare landscape, figuring out how to rise above the noise is more
important than ever. The market is facing serious cost-constraints, payment structures
have changed, and consumers are taking a new role in their healthcare decisions.
Finding a way to differentiate your brand from others gives you more than just a

competitive edge—it can change the rules of the game.

At Grey Matter Marketing, we practice the discipline of Category Design to offer
innovative medtech companies a new game plan to grow their market share, thought
leadership, and brand dominance. Category Design is a strategic approach to
branding that goes beyond innovation and disruption to create and develop a new

market category.

In the medical device sector, the vast majority of companies that launch new products
are doing so in existing categories or markets. In almost every category, there is only
one truly dominant player while everyone else is left fighting for the crumbs. The real
opportunities for these companies are not competing in the current space; it is in
creating new categories. Even for established companies, when you're launching new
technology, you want to be the company that creates a new space or a new agenda
and educates the market on that story. When you tell your story well, you have market

pull and you create a category.

So, whether you are creating a new category—like Salesforce.com did in the
cloud-computing industry—or disrupting an existing one—like Uber did for the taxi

industry—one thing is key: you must make customers believe that your point of



differentiation is important. Once customers understand how your product can solve a
well-defined problem in a new way, they shift from the old to the new. As momentum
builds, a Category King emerges and the space hits a tipping point. Category Kings

achieve higher growth rates, margins, and market valuations than their competitors.

Too many executives believe that customers will buy when they learn about the
features of their so-called "breakthrough innovation." They think the products speak
for themselves, leaving it up to their customers to figure out why their product
matters. But Category Kings define and lead. They evangelize the problem and how

they offer a different solution. That's not competition, that's Category Design.

Becoming a Category Designer from the Inside-Out

How do you become a Category King? By designing the category yourself. This
requires companies to go beyond traditional thinking about marketing, positioning,
product management and sales strategy to proactively condition a market to view

their new innovations as:

- Different than what has come before,
- Solving a big, urgent problem in a new way,

- And worthy of increasing investment.

Category Designers intentionally condition the market to their advantage. They know
that companies and technologies need to be viewed in the right context before
customers will start buying. They make a case for why their new product or service
innovation is different than anything that has come before—and why customers should

care.

Becoming a Category King is a bold initiative, so it is important to take a hard look at
your current product, how it's performing in the market, and how your marketing

strategy differs from the competition.
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Defining Value in the Customer Context

The primary challenge in becoming a Category King is clearly communicating the
value of your solution to your target audience. A positioning statement is a one- or
two-sentence statement that articulates your product’s or service's unique value to
your customers in relation to your chief competition. Marketers need to be able to see
the market landscape through the customer’s eyes, and then focus their Category

Design around the value that distinguishes their product from other options.

WINNING ZONE

Your brand’s clear
difference matters to
the customer.

What
customers
want

What your
brand does
best

DUMB ZONE

What your
competitor

LOSING ZONE
does best

Competitor meets
customer need ;
than you.

RISKY ZONE

Equally meet customer
needs. You win through
speed, innovation and
emotional connection.

The human brain is hardwired to notice what’s different. So, if you want to be a
Category King, be different! However, to be a Category King in the medtech space,

new products and services need to be both different and good. This requires



having focus. If it's not in the Winning Zone, you won’t be around for long. Think of a
brand like a person living with purpose, adding value to people's lives and operating
with a set of guiding principles. Start with being clear about why your brand exists

and what it’s trying to accomplish. Then, think about how it should behave to ensure

it’s relevant and memorable.

EXERCISE

Marty Neumeier’s Focus Test
Before you can build a brand that your target audience trusts, you need to know what

value your business provides. Take a moment to answer the following questions to

uncover what is relevant and memorable about your product or service.

Who are you?

What do you do?

Why does it matter?

Unless you have compelling answers to these questions, you need more focus.




One offense most companies are guilty of is trying to be too many things for too many

people. Category Kings have done the internal work to uncover their brand’s true core

strength. The core strength is often found in one of four areas:

Product

The main strategy is focused on being better. A company places
high worth in investing in innovation to stay ahead of
competitors, remaining the superior choice in the category. Some
product brands in the market include Tide, Ruth’s Chris, Google,
and Rolex.

Promise

The main strategy is focused on being different. To tell that
story, a company needs to invest in emotional brand
communication to deeply connect with their customers. Some
promise brands in the market include Apple, Nike, Tesla, and
Dove.

Experience

Price

The main strategy is focused on linking culture very closely to
your brand. In this case, your people are your product. As you go
to market, investment in influencer marketing and social media
that can help support and spread the word of your experience is
critical. Some experience brands in the market include Starbucks,
Amazon, AirBnB, and Netflix.

The main strategy is focused on efficiency and driving low-cost
into the products at high volume. These companies have to be
better at the fundamentals around production and sourcing.
Some price brands include Walmart, Kia, McDonald’s, and Old
Navy.
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For most companies, it’s hard to pick just one. Each has a different focus of
investment and a different type of selling and marketing that is required to be
successful. The problem is that brands that fail to realize who they are will start to
apply the wrong strategy to the wrong brand situation. Many brands choose to focus
on a bit of one or two core strengths. These brands end up with a confused internal
organization and a confused external customer reputation. They certainly do not end

up as a Category King.

EXERCISE

Brand Core Strength Test

Look at the four quadrants below which demonstrate common areas of a brand’s core
strengths: product, promise, experience and price. Assume you have four chips you
need to assign to the four options. Select one area you believe you have the highest
potential to win, followed by two areas at the mid-level. Lastly, one chip must be
assigned to the other option at a low level.

In the sample below, promise was selected as high-level, product and experience at
medium, and price at low. Focus on what you are best at. Let go of what matters the

. MEDIUM .
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least.
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For your company, please assign your four chips accordingly:

High Focus (Pick only one) Medium Focus (Pick only two) Low Focus (Pick only one)
Product Product Product
Promise Promise Promise
Experience Experience Experience
Price Price Price

You may also find that you are at one strength now, but with product adoption and
maturity it might be the right time to shift your brand focus on something else. For
instance, many brands start off as products and then move to either building a
promise or an experience.

Know Your Customer, Know Yourself

If you are ready to become a Category King, you will need to intimately know your
target audience. Taking the time to truly understand them—and how your capabilities
and people serve and connect to them—is critical for real growth. But who is the most

strategic customer target?

The foundation for defining your Category is to determine the targeted audience that

you'll be focusing on. Here are seven key questions to define the customer target:

-

What is the description of the customer target?
What are the customer’s main needs?

What keeps the customer awake at night?

What are the insights we know about the customer?
What does the customer think now?

How does the customer buy?

N o ou AW

What do we want them to see, think, do, feel or whisper to their friends?



Look at the following table as an example of a customer perspective in relation to

your product or service:

Target name Particular Pediatricians

Target description Private practice pediatricians, 30-60, who run a tight
practice and need a faster thermometer for young
patients.

They generally have more than one room where they
see patients.

Their needs Easy-to-use and quick thermometer; little discomfort
for young patients; accurate the first time.

Their enemy Child’s discomfort, unhappy parents, inefficiency.
Key insights that tell their “l see many young patients every day who aren’t used
story to getting their temperatures taken. It tends to cause

them discomfort and makes getting accurate readings
difficult. | need a faster thermometer.”

“My patients deserve the best medical care. I'm
willing to spend extra money to ensure they receive
that.”

What do they think now? “l have only recently heard of SpeedTemp. | already
have thermometers in my practice, but | might be
willing to switch for something more efficient.”

How do they buy? Most are influenced by colleagues who buy or other
pediatricians who they trust.

We want them to Think: SpeedTemp is a faster, more enjoyable
think/feel/do/whisper thermometer for young patients.

Feel: Able to provide young patients with less
discomfort while receiving accurate temperature
readings, fast.

Do: Try SpeedTemp for a week in practice to see the
difference.

Whisper: Tell their colleagues how SpeedTemp has
improved their practice and resulted in greater
patient and parent satisfaction.

The goal is to create a unique impression in the customer’s mind so that they
associate something specific and desirable with your brand that is distinct from the

rest of the marketplace.



EXERCISE

Complete the customer target profile below for your product or service.

Target name

Target description

Their needs

Their enemy

Key insights that tell their
story

What do they think now?

How do they buy?

We want them to
think/feel/do/whisper

Do this for all the potential target segments you have identified as possible buyers
of your product or service. Afterwards, see which one seems to be your most
strategic short-term segment that would see the greatest value in your product or
service.




Benefits Not Features

One of the biggest flaws companies make is talking about what their brand does
instead of what the customer gets. A helpful tool a company can use is called the
Benefits Ladder, which is based on the principle that connecting a brand to
higher-order emotional benefits creates strong and lasting customer loyalty. They
must be connected, however. The higher brands go up the ladder by uniquely owning
intangible benefits, the greater the value, the stronger the relationship, and the better
the margins. The ladder forces a company to think about customer benefits instead of
features. Once you connect with your customers through an emotional benefit, they
will be more loyal to your brand; not because they think you make great products, but

because they know you make the great products for them.

As you start looking at your own brand, you should look at four types of key features
(or technical benefits) to see if there is a starting point for your story. Here are some

questions that will help your brainstorming:

Product/Service Features: Process Features:

* What are the specific performance indicators ¢ Detail how your product works differently and

that your brand is better (e.g. faster, how that shows up to the customer

longer-lasting, more consistent, easier,

healthier) » Showcase your point of differentiation in the
production process that could make you

¢ |s there a specific feature or process that better/different than your competition

makes your product better than your

competition * What do you do differently than your
competitor

* Do you have any specific innovations and
creativity that may help your product show up
better or different than your competition

Third Person Features: Behavioral Features:
* Any evidence (e.g. ratings, rankings, satisfaction, |e Any clinical or economic data that could
awards) that could support a key feature support your brand features

* Stories from customers that set up support for |« Market sales, share, growth results that would
a key feature support brand strength, power or momentum

¢ Any KOL in the field who can speak on the * Impact/before-and-after case studies
brand’s behalf
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As a brand, you want to own the emotional space in the customer’s heart as much as
you own the rational space in the customer’s mind. Stop telling customers what you
do and start telling them what they get and how it will make them feel. The challenge
here is to ensure that each benefit you stand behind makes you show up as better,

different or cheaper than your competitors.

If we continue with the example of SpeedTemp, let’'s see how the Benefits Ladder

might look:

Emotional Benefits: 4
1) | feel it is my responsibility to give my young patients a higher
standard of care.

2) I.feel that SpeedTemp brings less discomfort to my young -
patients. . . benefit, asking,
3 3) | feel that parents are more satisfied with me when | am able to o how does
Functional quickly take their child’s temperature. that make me

feel?”

Emotional

in Mg Rational Benefits:
customer’s 1) | get a cost-effective thermometer that is more efficient than my
voice, answer, current thermometer.

“so what do'l 2) This thermometer allows me to get accurate temperature

getz” readings on the first try.

2 Feature:

1) Compared to other basic thermometers, SpeedTemp delivers
Features results 3.5x faster—less than five seconds!
2) In clinical trials, children experienced less discomfort and

HOEEESEEE il pediatricians experienced higher rates of first-try accurate readings.
strengths,

claims,

differences or Target: 1
THCTES e “Particular Pediatricians”, private practice pediatricians, 30-60, who

run a tight practice and need a faster thermometer for young Customer

patients.
They generally have more than one room where they see patients. Define target
Customer enemy: need, state

enemies and

Child’s discomfort, unhappy parents, and inefficiency. insights

Insights:
1) “lI see many young patients every day who aren't use to getting
their temperatures taken. It tends to cause them discomfort and
makes getting accurate readings difficult. | need a faster
thermometer.”

2) “My patients deserve the best medical care. I'm willing to spend
extra money to ensure they receive that.”

As soon as a product enters the “emotional benefit” space in the mind of a customer,

there is a much better chance of creating and retaining loyalty. The goal
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cultivate loyalty that will be difficult for a competitor to displace with functional
parameters. This is the primary aim of laddering: to form stronger bonds with the
customer, ensuring retention and preventing switching of brands. This brain bias is
known as the Choice Supportive bias, which means that once a customer becomes

loyal to a brand, he believes it is a better product, even if it is not.

EXERCISE

Use the information gathered previously to complete the customer benefit ladder
below:

Emotional benefits

Rational benefits

Brand features

Target, customer enemy and insights
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There are often too many potential benefits to really begin building your brand, so try
to focus on the ones that are the most motivating to customers and ownable for your

brand.

This emotional benefit should be rooted in the key insight about what your target
audience really wants or needs. This puts its finger on the strategic “missing” your
company sees in the world and believes it can solve—better and differently than any

other company.

Defining the Problem Statement

Once you've identified your most strategic target audience, your brand core strength,
and the emotional benefit you can win with, it’s time to synthesize the problem you
are solving for your customers. A problem statement summarizes key issues facing
the market, and provides a helpful backdrop to understand strategic choices. If the
world embraces the problem, it will literally demand the solution from the category

leader.

There are two types of problems you can frame:

« An existing problem with a bad solution (ride sharing vs. taxis)

- A new problem people didn’t know they had (personal hospitality vs. hotel industry)

In times of uncertainty or over-information, the human brain uses a shortcut method to
narrow and speed up decisions. It uses more than 50 cognitive biases based on
instincts—not facts or logic—to decide if we like or don't like a product, or need or

don’t need a product.



When someone is presented with a new category, they will place the product or

service into one of three buckets:
« Must have
« Nice to have

- Not interested

Your product or service needs to be a solving an important, urgent problem for your

target audience to label it as a “must have.”

EXERCISE

What type of problem are you solving?

Is it an existing problem with a bad solution?

Is it a new problem people didn’t know they had?

Is it an urgent problem?

What are the ramifications if we don’t solve it?

Who/what is causing the problem?
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Defining Your Category

Categories are how the target market segments the options available to them to
satisfy a particular want or need. That’s why your need to define the category you
believe will best help your audience understand and select your product or service.
No matter what category is decided on, remember that the category chosen will

create a set of expectations from customers that you’ll need to satisfy.

The category name is comprised of the market type, the nature of the problem, and
the audience who has the problem. It’s a name that will evolve over time as your
category expands. In the healthcare field, it's important to understand that the
category is not the same thing as a product claim or indication. The category is simply
a classification mechanism to help your audience understand how to determine the
relevance and interest in your product. It should also help them understand how your

product/service offers a unigue solution to which other options cannot compare.

There is definitely a science and psychology behind a category name that will help
your target audience understand your solution and create a set of expectations from

customers that you'll need to satisfy.

Category Name Criteria:

Large and fast growing potential

Easily adoptable by third-party influencers

Strategically intuitive to decision makers and for budgeting
Creates a “new place” in the customers’ minds
Functionally intuitive for users

Addresses the target market

Addresses the category problem

OO0OO0OO0Oo0OoOoao0oan

De-values the old/existing category



EXERCISE

Defining Your Category

What is the category your existing/potential competitors fall under? An easy way to
check this is to visit their website and see how they describe or define their product.

Competitor A

Competitor B

Competitor C

What is the problem your product/service solves that is different from
existing/potential competitors?

What is a potential new category for your product/service?

Could any of your competitors also fit into your proposed new category?

If yes, then what unique benefit and value can you focus on to narrow your
category so that you can define and dominate the category?

Combining the Elements for the Brand Positioning

Now that it's clear who your most strategic target audience is, what problem you're
solving and what unique value you deliver, it's time to transform these elements into a

compelling brand positioning statement that will create an immediate, powerful
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impression on your most strategic audience. The goal is to create a unique impression
in the customer’s mind so that the customer associates something specific and

desirable with your brand that is distinct from the rest of the marketplace.

While a positioning statement can appear quite simple, the development of a
positioning statement requires considerable thought and effort. A well-crafted brand

positioning statement will accomplish several things:

« Clearly defines and addresses your strategic target audience

- Creates strong emotional and rational reasons to buy your brand
- Is focused; avoid being everything to everyone

« |Is clearly differentiated (in the strategic target’'s mind)

+ |Is enduring; it rarely changes but does get reviewed and updated

Take a look at this template positioning statement from organizational theorist
Geoffrey Moore. You should be able to clearly see how to apply your positioning
statement as it applies to the three perspectives above to create a powerful

positioning statement for your product or service.

Template statement:

For (target customer) who ___(statement of the need or opportunity)
our (product/service name) is (product category) that (statement
of benefit)

Sample statement:

For pediatricians who need a faster thermometer for young patients our SpeedTemp

is the only fast-acting thermometer that delivers accurate results in less than 5

seconds.

This brand positioning statement addresses a pain-point and offers a quantifiable
solution in a way that highlights the product’s value from the customer’s
perspective. With this insight, you will be able to create the foundation for a

charismatic brand.
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EXERCISE

Using the framework below, identify the following components of your brand

positioning statement.

To
(Target)

Your Brand is the
(Category)

That is the
(Benefit)

That'’s because

B 80 88

(Support Points)

Who is in the customer target? What slice of the
population is the most motivated to buy what you do?

Where do you play? What is the frame of reference that
helps to define the space in the marketplace that you
compete in?

Where do you win? What is the promise you will make to
the customer target, thinking about the main benefit
(rational/emotional) you are promising to deliver?

Why should they believe us? What support points help
to back up the main benefit?

Using that information, craft your brand positioning statement:

Make sure it addresses a pain-point and offers a quantifiable and differentiated

solution from the customer’s perspective.
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EXERCISE

Here are 15 criteria for checking your brand positioning:

—_ Does it differentiate your brand?

__ Does it match customer perceptions of your brand?

__ Does it enable growth?

- Does it identify your brand’s unique value to your customers?

— Does it produce a clear picture in your mind that’s different from your competitors?
—Is it focused on your core customers?

__Is it memorable and motivating?

__|Is it consistent in all areas of your business?

__|Is it easy to understand?

— Is it difficult to copy?

— Is it positioned for long-term success?

— Is your brand promise believable and credible?

__ Can your brand own it?

— Will it withstand counterattacks from your competitors?

_ Will it help you make more effective marketing and branding decisions?

If you can’t check off these, you need to go back and consider how you might adjust
your positioning statement to truly embody a charismatic brand.
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Becoming Legendary

Category Design is the discipline of creating and monetizing new markets in a noisy,
competitive world by using brain science and your strongest competitive advantage.
Many of the elements of Category Design have existed for decades. In fact, many of
the greatest leaders of technology adoption have been practicing this discipline for
decades. These legends, or Category Kings, made sure the world understood why
their breakthrough innovations mattered. They educated the market about why they
should consider doing things in a new way with a new technology. They intuitively
lead their markets by teaching customers why they should abandon old ways and
embrace new ways. Category Design is a disciplined approach to taking these

unspoken instincts and making them explicit.

To increase your odds of becoming a Category King, companies must continuously

leverage customer insights, imbue their brands with a brand purpose, and deliver a

rich customer experience. The job isn’'t done just because you've built a newer, better

product.
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About Grey Matter Marketing...

We are a full-service, award-winning marketing performance agency
working exclusively with medtech companies. Our goal is to help
achieve and sustain an unfair competitive advantage for clients through

our signature core competency: Category Design.

We focus on solving your toughest business challenges by uncovering
and leveraging your greatest strengths to create—not just
capture—value in the new outcomes-based healthcare environment.
Our execution strategies for clients are always metric-driven to build

demand, increase revenue, and win as the Category King.

Grey Matter Marketing

Do what matters.

www.GreyMatterMarketing.com (805) 335-2032
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