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Value proposition playbook

What is a value proposition ;

It is the answer to the fundamental question:

Why should |, as a
customer, buy your
product or service?”




A strong value propositionis a
key driver for growth

Over the past five years, we have seen
that strong differentiated value propo-
sitions can be a key driver of growth.
We have had the privilege of being
involved in 50+ projects focusing on
developing and implementing high-
impact differentiated value proposi-
tions for global clients. Here are some
of the results.

Double the win rate

Global shipping segment leader
doubled their win rate on tender
bids, going from 23% to a 45% win
rate since project launch.

12% increase in
sales volume

Nordic logistics company
increased package volume by
+12% (4,000,000 packages).

We like to share

In this playbook, we have gathered our

key learnings, concepts, tools, view-

points and recommendations on how

you successfully create strong value

propositions with measurable business

impact.

USD 40M increase
in EBIT in the
course of 9 months

Global shipping company
changed their sales conversations
and were able to offer premium
rate (USD 60 above competition),
which resulted in an increase
in EBIT of USD 40M during the
first 9 months.

Win rate increase of 8
percentage points in
new business

Leading European express and
transport company increased
win rate on new business with
8 percentage points by defining
9 industry value propositions
in key segments.
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Most companies still fail to
leverage the full potential of their
value propositions

In a Northern European study, we
investigated how B2B companies work
with value propositions. Here, we found
acouple of interesting facts:

and ...

53% and. 91% 75%

of all value propositions

were not focused on how

they impact customers’
value drivers

of all value propositions
failed to communicate the
financial impact

of all companies were not
able to communicate their

value propositions in a clear

and differentiated way

Implement Northern European study 2016



We have identified three key levers
to be obsessed with when designing
superior value propositions ...

Resonate Differentiate Substantiate
Make your value proposition Be obsessed with
resonate with the targeted Ensure it is differentiated substantiating real
customer on a stakeholder level value for your customers
—
f N @
A
“I need” “Only you offer this” “| believe”
“Solves my problem” “Real value to me”

. let’'s go through them one by one
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Lever 1: Make your value proposition
resonate with the targeted customer
and stakeholder level

- The foundation for designing a
superior value proposition that
resonates is to have a deep under-
standing of your customers’ current
and future pains, gains and their
“jobs to be done”. Deep customer
insight requires understanding
of not only the customer journey
of your customers —but also the
customer journey of your customers
customers. Only by understanding
our customers’ customers, can we
really understand the potential
pains and gains of our customers
and thereby how we become a
preferred partner.

« The first step in designing value
propositions is to identify and choose
who you create value for today

and who you potentially want to
create value for. What are the prior-
itised segments, and who are the
customers and stakeholders we have
chosen to prioritise —our “where to
play” choices. We need to formulate
value propositions at all three levels
(see fig.1), but it is important to start
at the “right” level. The question is
therefore: how do you choose the
right level?

Choosing the right level of value
propositions depends on your busi-
ness model. If you have distinct
segments with very different needs,
it makes sense to focus on segment
value propositions. If the main
differences in needs are across
stakeholders, it often makes sense

Global positioning

Segment

Customer

to start at stakeholder level. Another
perspective is to focus on where the
major business opportunities are.
By focusing on the major business
opportunities, we ensure faster
impact, which builds momentum
and learnings for your further value
proposition work.

« If the biggest opportunity is to
become more relevant at stakeholder
level, you need to prioritise the key
stakeholders in focus. In this context,
a stakeholder is most often someone
with a functional role with respon-
sibility in the buying process and/or
usage process of your offering in the
customer’s organisation.

Global positioning is how we define our
mission and overall promise to our markets
and customers.

A segment value proposition is a statement of
the value (%) we believe we can deliver in
improvement to certain customer segments.

A customer value proposition is a proven and
fact-based value that a specific customer will
receive from using our offering.

A stakeholder value proposition is an explicit
benefit that the specific stakeholder will receive
(KPIs, value or other benefits) in relation to the
job/task that they are trying to complete.

Figure 1 Value propositions exist at different levels — down to stakeholder level



Lever 2: Ensure it is differentiated

For a value proposition to be differ-
entiated, it needs to be perceived as
unique when compared to competitors’
offerings.

« When we work with pinpointing
where existing offerings or potential
new offerings can stand out from
competition, we typically separate
between six areas of differentiation.
See fig. 2.

- The end goal is to create sustain-
able differentiation either through
a unique offering in any one of the
six areas or through a combination
of value propositions across the six
areas. Typically, it is the mix that
makes it difficult for competitors to

copy.

« When we set out to identify where
existing offerings really differentiate

Brand and wider context of company

Distribution, channels, customer service,
go-to-market offering etc.

Services related to product

Product experience, other
attributes

Additional product
functionality

Core product
functionality

or how potential new offerings can
be differentiated, we focus on one
value proposition at a time. We find
that this drives impact, as time from
development to implementation is
shorter.

Before we get to implementation,
there is, however, still a few essen-
tials to get right.

To ensure that the value proposi-
tion will stand out as different from
competitors’ offerings when hitting
the market, you need to test and
validate it with customers as well as
non-customers. The key questions to
answer here are:

1. Do your customers believe
that your offering will solve the
particular challenge/job itis
intended to solve?

Figure 2 Differentiators can derive from a number of sources ranging from the

core product to services and brand

D

2.Do your customers think they can
get the same value from a compet-
itor?

In our experience, the best way to test
value propositions is to bring proto-
types to key stakeholders and have a
conversation about how your offering
will bring them value. To facilitate a
fruitful conversation, it is key to bring
clearly articulated value proposition
statements along with the most
important assumptions to test. The
more strongly articulated the value
propositions are, e.g. through a phys-
ical or digital prototype, the better
feedback you get from customers

in terms of whether it will solve the
challenge and whether it is differen-
tiated.
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L ever 3: Be obsessed with
substantiating real value

« Inour experience, value propositions
offering real measurable impact on a
critical value driver for the targeted
customer(s) or stakeholder(s) have
the potential to significantly change
the conversations you have with
customers as well as generate the
most powerful marketing communi-
cation.

+ However, proving the value to the
customers is not easy. Companies
that succeed in proving superior
customer value are obsessed
with identifying different ways to
create value for their customers
and/or stakeholders. If your focus
is segment or customer level, we
suggest to start off with an overview
such as fig. 3. If your focus is stake-
holder level, we suggest to start off
with an overview such as fig. 4.

« InaB2B context-applying to most
of our 50+ projects —the best value
drivers to focus on are typically
reflected in the options in fig. 3 as
well as the functional level in fig. 4.

This is because of two things:

1) Quantifying value is easier with
economic value drivers, and

2) itis typically faster for the front-
line sales people to get comfortable
with articulating value propositions
focusing on economic value drivers,
as they are focused on the tasks of
the functional roles rather than the
personal preferences and ambitions
of the individuals behind the roles.
They are unambiguous.

Once you have identified the value
driver(s) that is/are impacted by your
value proposition, the next step is

to collect data to substantiate the
impact —which is often the most
difficult part. It is rare for companies
to have data readily available that
proves a real economic value, and

it can be a challenge to collect that
data from customers. Nonetheless,
this is the critical part to get right

if you want to develop value prop-
ositions that are truly superior to
competition.

« Inour experience, the best approach
here is to be pragmatic and focus on
substantiating value for a few key
customers. Select these customers
based on the strength of your rela-
tionship and your expectation of data
availability.

« To sum up, substantiating real value
on the most important value driver(s)
for your customers is the most crit-
ical part of making a value proposi-
tion superior to competition —espe-
cially in a B2B context, where most
purchasing decisions are primarily
made based on expected impact on
a few functional key performance
indicators.
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Hope

Purpose

Vision

Social

responsibility

Inspiration value

Individual value

Career
Netwo'rk Marketability Reputational /g\
expansion assurance
0
Personal
Design & Growth & Reduced Fun & perks
aesthetics development anxiety P
Ease of doing business value
Productivity Access Relationship
Time Reduced I Responsive- .
savings Stfort Availability A Expertise /\/\/
Dﬁzrsﬁzgd Information Transparency Variety Commitment Stability Cultural fit
Organization  Simplification Connection Integration | Configurability L Reach Flexibility CemEee:
reduction quality
Operational Strategic
Functional value
Economic Performance
Impro_ved COSt. Pmdl.mt Scalability Innovation
top line reduction quality

Table stakes

Meeting Acceptable Regulatory Ethical [ﬁ

specifications price compliance standards

Figure 4 Typical value drivers on stakeholder level. Illustration based on the ‘B2B elements of value’
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The value proposition statement is the foundation
for consistent and impactful value-based sales

and marketing communication

Once you have ensured that your value
proposition resonates with customers
and differentiates from competition
and that you have data to substantiate
value, you can write out the value prop-
osition statement.

» The statementisin essence a simple
sentence structure to effectively
convey how the value proposition
benefits your customers (the impact
on their value driver), why it offers
this value (your differentiator) and
what data supports your claim (refer-
ence cases). See fig. 5.

+ The strongest benefit of this state-
ment structure is perhaps that it
brings a lot of clarity and alignment
around a few core value propositions
that the commercial organisation can
start to activate across channels.

+ You can use the statement effectively
in sales conversations. Also, you can
use it as a guideline for develop-
ment of marketing messages and
for designing more elaborate sales
conversations.

The best way to get started is
to start now

Until now, we have explained the pro-
cess of designing superior value prop-
ositions as a linear three-step process.
However, we have found that often the
best approach is to start by writing

out the value proposition statement(s)
that reflect(s) the customer value that
you provide with current offerings.

This approach typically reveals critical
gaps between the actual value offered
and the perceived value by customers.
It also enables a structured way to

1) improve existing offerings for fast
impact and 2) identify opportunities for
developing new offerings for long-term
sustained impact.

The best way to get started is to start
now, so go ahead and test the strength
of your current value propositions.

»—

Test yourself



Check the strength of your value
propositions by using this simple but
powerful positioning statement

We typically use this positioning state-
ment as the first test of the strength

of existing value propositions. In our
experience, those who can clearly
articulate their value propositions in a
clear statement like this have the foun-
dations in place to deliver —and com-
municate — superior customer value.

Elements

Ideal customer

We help ... characteristics
to achieve ... -
due toour... Differentiator
which is ... Delta to competition
and we have realised this for...” Reference cases

—

—

Example (shipping)

Fashion retailers with Asian
production and European sales

~20% reduction

Buffer stock costs

95% transport reliability

~20% higher than second best

H&M

Figure 5 We typically find this to be the best formulation of a value proposition

Your statement

13



Do you want to deliver
superior customer value and
drive commercial impact?

To win in the market, you need to provide
superior and customer-validated com-
mercial value to your customers as well
as effectively communicate it in your
key sales and marketing channels.

Before you get started, you should ask
yourself three key questions:

9 9 Are we ready to become a value-driven organisation?”

Are we spending our resources in the right way to market
and sell our offerings with highest possible impact?”

customer-validated needs that are truly differentiated

9 9 Are we developing future offerings that are based on
and that can be substantiated?”

We know from experience that those
who can answer “yes” to these ques-
tions will build even stronger customer
relations and outperform the market.
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Implement at a glance

ﬁ’ Consulting firm in Europe on employee satisfaction”

+ years of avg. work experience = senior consulting teams

% average annual growth rate since its founding in 1996

We aim to bridge analytical depth with a deep
sense of what it takes to make things happen.

(s
/m/mf

Solving
the problem

Analytical
understanding

Understanding
of change

Making it happen

“according to the 2020 Vault Consulting 25 Europe ranking ;ﬁ~
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