The Value Proposition
Explaining why people need you

It is often said that you need a person to understand
why they should listen you to in less than a minute
otherwise their mind will wander.

When we present a business offering, we need to adopt the
same mentality. By helping the buyer to understand how it

serves their needs quickly, they are more likely to complete

the transaction before focusing on other things.

Firstly, what is a Value Proposition? It explains from the customer’s point of view, why your
product will help them. If your product helps them more than the cost of the current approach, the
likelihood of a sale being made is significantly better.

Secondly, how do we create one? There are many ways of doing this. We describe some of the
more common models below.

The Steve Blank formula: Steve Blank is famed for running the Lean Startup Circle, and has noticed
that most founders focus upon features rather than benefits when presenting their offering. Customers
buy what will improve their situation or will solve a problem, and so tend to be benefits driven. Steve
uses a simple formula to capture and describe benefits to customers: We help (X) do (Y) by doing (Z).

Steve then asks customers if the resulting statement makes sense to them. If they say no, then he
describes in detail what the company does and asks the customer to write the formula.

Harvard Business School have simplified the Value Proposition to a set of questions. These are:

e \WWhich customers are you going to serve ?
e \Which needs are you going to meet ?
e What is the right price that is right for the company and the customer ?
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Thompson’s Value Proposition Canvas takes the Strategyzer canvas one step further. Additional
sections are used as follows:
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Features — The functional characteristics of your
product.

Benefits — How do you make your customers life
better by either giving value or removing pain.
Experience — What does it feel like when you
use the the product, think emotional response.
Wants — This is emotional driven rather than the
factual driven form in Needs.

Needs — The rational things we need to have

What do people

done, and can include the ones that we do not
know we know.
Fears — What are we worried about from the
transaction, often emotional driven.

Substitutes — what are the alternatives, and this

must include the “Do Nothing.”

The 5-Step Process

Regardless of the model you use to build your value proposition, the following five steps are typically
followed to produce a set of concise value statements to quickly capture attention and generate interest.

Audience

The value proposition
to an investor will be
differentthan a
customer. Early-
Stage Investors will
also differ from a VC
fund.

Each product will
have different
segments, and you
are likely to have
multiple products, so
need to define a
value proposition for
each product in each
scenario.

Benefits

Once you've clarified
exactly who you are
targeting with a value
proposition, it is time
to list the key
benefits to that
audience.

Think broad brush,
statements that you
can summarise and
refine until you arrive
at a single core
benefit that will reach
your target audience.

Problems

Focussing upon the
target audience, list
the problems that

you help them with.

Think broad and be
prepared to spend

some time digging

deeper.

Then list problems in
order of pain for the
target. Check that
your benefits solve
these problems.

Creation

This is the hard part.

Trying to tie
together the
problem and
benefits from the
target audience’s
point of view into a
single killer
statement.

Often you will have
more than one
statement. Spend
some time to see
which one works
bestin a range of
different scenarios.

Test

Now that you have
one, go and check to
see if people
understand the values
that you are trying to
convey.

This is not about
agonising over a
single word but
adjusting the whole
piece where necessary
to see what lands
best. Not everyone
understands the world
as you see it; be
prepared to adapt.

Real Examples

Users get a free, seamless engine that helps them find an answer to anything. Google also
provides now advanced features that enable a very advanced and rich experience to users.
Among all the partners Google's users are the most important.

We inspire companies to grow by helping them to understand what needs to be done and
where the resources are to do it. We provide expertise, energy and encouragement, enabling
our customers to enter new markets, extend their funding, enhance their talent pool or expand
their operations so that they can improve society with their technology.
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