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Quality, Price, Service—
Prioritize

I was blessed with immediate success in my software company. We
had the right product at the right time, and our start-up was prof-
itable in the first year. A few years of 100% growth convinced me
that I was a business genius.

As a self-designated business genius, I was convinced that we
could dominate our category while setting new standards for excel-
lence in every area. We were going to have fantastic products, we
were going to offer excellent customer service, and we were going to
offer the best value.

Being the best meant committing the necessary resources. We
hired programmers and testers to help improve the quality of the
software. We upgraded our phone system to handle all the lines nec-
essary for our expanded customer service and technical support
departments. We offered packaged software for as little as $9.95 and
had a configuration just below every competitor’s price point.

The increase in infrastructure was timed perfectly to coincide with
a slowdown in our sales. The market window that had enabled our
rapid growth was closing; the competition was catching up. At a time
when we needed to focus, we were instead burning huge amounts of
cash in an attempt to be the best in every way.
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The QPS Triangle
My friend Tony was familiar with our business and was concerned
about our spending and lack of focus. Tony sat me down in his office
and pulled out a legal pad. On the pad he drew a triangle:

Tony explained that the triangle represented my business and that
its three corners were the three characteristics on which the business
could compete. He explained how the three characteristics are in ten-
sion: given an extra dollar I could choose to spend it on improving
quality, offering better service, or reducing prices, but not all three.

He asked me to put a mark in the triangle that represented my com-
pany’s emphasis. Believing that all three characteristics were equally
important, I put the mark right in the center. If I’d had an extra dollar,
I’d have put thirty-three cents into becoming more competitive on all
three fronts. I was unwilling to give on any point.

That mark correctly described my business, but as Tony explained
to me, it was the reason I was so dizzy. The business was spinning
in circles.

The Emphasis Arrow 
Where you place your emphasis within the triangle determines the
direction and momentum of your business. Imagine an arrow that
starts at the center of the triangle and goes to your emphasis mark.
The direction of the arrow is the direction you are pushing your
business triangle. The length of the arrow represents the momentum
of your business as it moves in the direction of the arrow.
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Placing your emphasis anywhere but the center represents an em-
phasis on one characteristic at the expense of others—but it gives you
direction. Trying to emphasize the center sets your business spinning
in circles.

Choosing an emphasis for your company does not mean you can
simply ignore the unemphasized characteristics. Exceptional quality
or service may earn a higher price, but not a limitless one. And no
price is low enough to counter a complete lack of quality or service.
The emphasis simply points in the direction of your priorities.

• Pointing at a corner means you can focus on just one thing.

• Pointing at a side means you need to constantly balance your
two goals.

• Sitting in the center means you are spinning in circles.

Choosing Your Emphasis
The great thing about the QPS Triangle is that you can be successful
with a mark anywhere in it. (You can even be successful with a mark
in the center, though it is difficult.) The key is putting your empha-
sis mark far away from the marks of your competitors.

The easiest place to put your emphasis is in an empty corner. If
your competitor is hanging a sign that reads, “We’ll Beat Any Price,”
you should take a look at the quality and service corners. If your
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market is full of expensive premium products, you should be inves-
tigating low-price alternatives.

Most businesses put their emphasis along one side of the triangle.
They have a primary emphasis and a secondary one that is close behind.
This works, especially when the competition is somewhere else in the
triangle, but it results in a shorter arrow and less momentum.

Target is a good example of a chain that has positioned itself on a
side. In recent years it has moved along the price-quality side, toward
quality, without a significant change in service. By redefining itself as
“high quality at great prices,” it has distinguished itself from com-
petitors and removed pressure to compete head-to-head.

Kmart would be an example of a “spinner.” For years it offered a
confusing message and lacked a distinct role in the market as it tried
to compete in every corner.

Moving deep into one corner is a powerful strategy that creates the
longest arrow and the most momentum. The focus on a single corner
makes decision making easy, and it usually puts a lot of distance
between you and your competitors.

Wal-Mart is an example of both the distance and momentum that
come from such single-minded focus.

The Wal-Mart motto, “Always Low Prices. Always.” is a clear posi-
tioning statement that sets Wal-Mart apart from all its competitors in
the minds of customers. If I want a good microwave at a reasonable
price, there are lots of places I can go. If I want a really cheap microwave,
I head straight to Wal-Mart.
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The Wal-Mart motto is also a guideline for operations. When you
are competing only on price, it is easier to make decisions. You just
take the low-cost option and move on.

Scenario Decision Making Decision Making 
at Target at Wal-Mart

Store Location Find middle ground It is cheaper
between expensive locations on the edge
at the center of town and of town.

cheaper locations farther out.

New Teapot Hire an architect Buy a boatload
to design a teapot of cheap teapots. Offer

that looks great but to buy two boatloads
is still reasonably priced. for a bigger discount.

Fashion Balance style and cost. Hire Save money by having
models. Get celebrities to employees model

wear Target clothes during house-brand clothes
TV appearances. in advertisements.

When you are deep in one corner of the triangle, you get momen-
tum from the focus both inside and outside your organization. It is
easier for you to act quickly when you know exactly what you are
about. It is easy to put aside distractions and resource drains when
you are committed to competing in just one way. It is also easier for
customers to think about you. On an edge of the triangle there is
usually less distance to a competitor. Customers need to choose
between the way your business and your competitors have balanced
strengths. Businesses deep in the corner get to own one of the three
primary characteristics in the minds of customers. This makes it eas-
ier for customers to choose you and leads to faster growth.

Expanding the Triangle
In well-established markets, it is likely that all three corners are already
occupied by strong companies. You may find the center filled in as well.
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In this case you need to expand the triangle. Expanding the triangle
shortens all your competitors’ momentum lines. It redefines today’s cor-
ners as part of the center, and it creates room for you anywhere you
would like, in a corner or on the sides.

To expand the triangle, you simply need to stake out a position
that is beyond what anyone is doing in your market today. If you
want to compete on price in a market where a competitor already
fills that corner, you need to find a way to offer customers an even
lower priced proposition. To expand the triangle with quality or ser-
vice, you need to define a whole new level of quality or service.

Internet grocery services grew the triangle by pushing service. For
an extra fee you can have someone walk your shopping list through a
store, squeezing the produce to your specifications. They then deliver
the groceries to your door—or even right into your refrigerator.

Pushing the boundary on any part of the triangle makes the whole
triangle bigger because it expands people’s perceptions of what is
acceptable or normal in the market. When a market triangle is filled,
everyone understands the balance of trade-offs in each corner; there
is an implicit baseline for price in the quality and service corners, for
quality in the price and service corners, etc. There is also an implicit
maximum benefit: a lowest price, a best quality, or service.

In cellular phones, Vertu pushed the limits on quality with a $20,000
handset that features precious metals and a sapphire crystal display.
Hop-on.com stripped quality and service to a minimum and removed
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Winning Takes 51%

There is a lot of inspirational stuff out there about giving 110%.
That is great, though possibly exhausting when it comes to effort.
But success in business is not about how hard you work. Breaking
rocks with a hammer is very hard work that will never put your name
on a skyscraper. 

Success in business comes from winning more than you lose.
You win by making the right decisions. And the good news is that

you do not need to make the right decisions anywhere near 100% of
the time. You just need to make the right decisions more often than
you make the wrong decisions. 

When my partner and I were preparing the very first release of our
software, we hired someone to write the documentation. We were
busy with finishing the software itself, so instead of investing time in
finding the best possible writer, reviewing portfolios, and getting
multiple bids, we went with the first person we found and paid him
a significant part of our start-up funds.

The resulting documentation was a disappointment, and I felt
terrible about our large and largely wasted investment. My father
told me to get over it. “If that is the biggest mistake you make,” he
said, “you will be fine.” And he was right. We were fine even though
we continued to make mistakes, some of which were much larger. (I
later paid another documentation writer four times as much for
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even less output. I have a blind spot when it comes to documenta-
tion writers.)

We were fine because we made good decisions that outweighed all
of the bad ones. We chose the right technology, we implemented the
right features, and we took the product to the right market at the right
time. Thanks to my father’s advice, we did not get hung up on having
chosen the wrong writer, and we did not waste time and money trying
to fix that bad decision. We learned from it and moved on.

Keep Making Decisions
I see a lot of businesspeople who are so concerned with making the
perfect decision that they do not make any decision at all. (Okay, I
even do it myself sometimes.) They squander time, money, and—
most important—opportunity while they collect all the information
they could possibly need to make the correct decision.

If you wait to make a decision based on all the facts, then it is
about history, not the future. And history is for courts and scholars,
not businesses.

Good decisions move businesses ahead. Bad decisions move busi-
nesses ahead too. The sooner you make a decision, the sooner you move
ahead. (Of course, the type of decision involved and just how good a
decision you make are important too. We will get to that in a moment.)

When you make lots of decisions, you increase your forward
momentum. Businesses where decision making is slow or fearful get
left behind.

For any given decision there is a line that stretches from “no infor-
mation available” to “all the facts.” Your decision is moving from the
start to the end of this line.
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