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PREREADING

Anderson, J. C., Narus, J. a, & van
Rossum, W. (2006). “Customer
value propositions in business
markets”. Harvard Business
Review, 843), 1-10.

e What did you learn by reading
the article?

® Prepare to share your
thoughts

Customer Value
Propositions in
Business Markets

by James C. Anderson, James A. Narus, and
Wouter van Rossum



VALUE PROPOSITION




very popular, but not well understood

® Since 1988, value proposition has been a highly popular topic in
marketing and management research (about 83 000 hits in
Scholar) and in business (970 titles in amazon.com)

* However, value proposition is not well understood in business: Of
265 firms studied, 65%0 use the concept in their business

language, but only 8% actually have one (e.g., Frow & Payne, 2008)



VALUE COMMUNICATION EXAMPL \ S
L_h recovery by 1%

equals to of
2Meur increase
of sales revenues

VALUE OF EXTRACTED METAL
VALUE OF EXTRACTED METAL
50 % energy

decrease equals
to 100keur
decrease of
utility cost

ENERGY COST

MAINTENANCE COST

50keur saving of

EXISTING PROCESS maintenance
| expenditure




This template gives a handy tool for
describing a value proposition.
, who wants

helps

EXERCISE



CUsT) MER. SUIFLIER

&ML_{, A/\ MPACT oN Gkl

f "BUND L-E oF;ENEF/TS{'
VEEDS @/\

g




((
| MPROVE RLriVG Resvr7 s




FROM GOALS TO COMMITMENT

PRESSURE TO CHANGE l SOLUTION VISION I SEARCH I COMMITMENT

OPPORTUNITIES I
GOAL :
CHALLENGES I

_ What is the difference between opportunities and challenges?



VALUE PROPOSITION

IS a key artifact in sales & marketing

BUYING

\
VALUE PROPOSITION is crafted,
communicated, adapted, quantified and
verified during buyer-seller interactions
/

MARKETING, SELLING, AND ACCOUNT MANAGEMENT FUNCTIONS

Toytari & Rajala, 2015; Toytari, 2015




SALES ACTIVITY FRAMEWORK

BUYING

PRESSURE TO AGHIEVE GOALS l- CUALUATION I-

VALUE PROPOSITION is crafted, communicated, adapted,
quantified and verified during buyer-seller interactions

SELLING

Téytari & Rajala, 2015; Téytari, 2015; Toytari, 2018




GAIN CUSTOMER
INSIGHT

BUILD VALUE
PROPOSITION

ENGAGE WITH VALUE

LEVERAGE VALUE

* Map customer
process

» Understand
customer business
goals and
challenges

* Analyze process
for improvement
opportunities

» Select goals and
challenges to
address

» Develop value
propositions

* Mobilize value
proposition (by
tools)

Select customer

Adapt value

proposition

Define solution

Quantify value

» Agree on value
constellation

» Agree on value

sharing

» Value verification
* Enhance value
repository




VALUE INNOVATION MAP




STEP 1:

Selecting right customers



' OUR INDU .
COMEORT ZONE

STRY's




STEP 2:

Understanding what customers do and
how



Hilti and KONE: From customer insight into partnership

The relationship between a vendor and a customer can be quite remote, if the vendor’s share of the
customer’s purchases is not very significant. Hilti (that provides assembly part for KONE) decided to
invest in better understanding the elevator installation process and challenges, and to bring added
value to KONE by innovating improvements into the process.

Hilti arranges workshops to discuss the daily routines of the technicians. Hilti also visited jobsites to
take photos of the different stages of the installation process, and interviewed quality managers about
the installation training key points. Their findings were summarized and connected to the strategic
business drivers and goals for KONE (found in their annual report). Hilti recognized the installation

efficiency as one of the biggest obstacles, and was able to demonstrate solutions based on their
earlier analysis.

The procurement function of KONE was involved already at the early stages of the process, but selling
the idea was initially directed towards the country organizations. Hilti knew by experience that to get to
the strategic agenda of the top management required local success stories, that can be replicated to
other coutries. Internal resistance was lowered by involving the procurement function already at the
early stages of the process.

KONE was surprised by the level and impact of the analysis by an outsider. As an exnd result, 7 of the
9 business units of Hilti were included in the elevator implementation processes.

Source: SAMA Pan-European Conference, 10-12 February 2008. =

EXERCISE What are your thoughts about this story? Why did Hilti do this? Wy did KONE do this?



STEP 3:

Understanding customer goals



WHAT TECHNOLOGY AREAS WILL HAVE BIGGEST IMPACT NEXT 15 YEARS?

Robotics & Automation

Al, Decision Support & Analytics
Sensing & Data

Energy Technologies

Integrated & Continuous Processes
Communication & Connectivity
Advanced Materials

Manufacturing Techniques

Biological & Chemical Engineering

20

22

BY % OF RESPONDENTS




Seat comfort and leg room
On-time arrival

Air quality

Timing of baggage delivery
Guaranteed seat availability
Attitude of flight crew

Seat configuration (width)
Carry-on bags

Connecting gate distance

Connecting reliability

Departure status

Post upgrade information
Beverage service

Food Service

Preferred seating

Ticket pickup/delivery

Check-in

In-flight entertainment

Call for flight information/booking
Airline staff (on ground)
Deplaning

Customer profile

Parking your car
Depart/connect/arrival information
Cabin seating arrangements

Ease of changing a ticket

Boarding

Check-in lines

Priority bag handling

Club room availability

On-board power

* Share gain resulting from achieving highest level of performance

** In order of improvement opportunity



STEP 4:

Designing value propositions



goal?
benefits?

solution?



CASE INNOVATION

GRUNDIUM

3

PORTABLE WHOLE
SLIDE IMAGING
MICROSCOPE

The Grundium Ocus removes the need for physical slide transfers

between the clinic and the lab and enables live telepathology { CONNECTIVITY

consultations between surgeons and pathologists.
HIGH PERFORMANCE
IMAGING

AUTOMATED Z-FOCUS
& STITCHING

AUTOMATED X-Y STAGE |

_ What are the benefits of this innovation? What could be the goal?



GROUP ASSIGNMENT

Discuss the Grundium example in groups

o What are the benefits of their solution?
e What could be the goal?

Discuss this question in your teams and prepare to share your thoughs
in Zoom chat



CASE POWER
PLANTS

COST OF FUEL COST OF FUEL

COST OF OPERATING AND

COST OF OPERATING AND MAINTAINING
MAINTAINING

. y

ALTERNATIVE A ALTERNATIVE B

The cost of
producing
electricity over
the lifecycle of a
power plant




Re-energise your kitchen
with Kitchen Stories.

Introducing the new culinary partner of Siemens Home
Appliances, Kitchen Stories. Experience Kitchen Stories
recipes created with your Siemens home appliances.

Creativity meets technology with Kitchen Stories and
Siemens.

Founded by hobby chef Mengting Gao and cooking novice Verena Hubertz, Kitchen Stories inspires food lovers all over the world to cook and
connect - via app or website. The Kitchen Stories platform is not only about great recipes but also offers practical kitchen tips and informative food
articles. Combined with Siemens' innovative home appliance features including varioSpeed and coolStart, Kitchen Stories will boost your passion for
fabulous food.




Select key customer segment

Understand
customer’s business
and process

Understand
customer’s goals

Analyze customer’s process for improvement
opportunities

Select "bundle of benefits”

Design Value Proposition

Challenges

Opportunities

Differentiating

Salient

Impact on goal

Toytari, Rajala & Nilsson-Allandt, Keranen, 2017




VALUE CONCEPTION CHALLENGES




"We have a case from 2009 when our procurement
made a deal to purchase inexpensive sealings. Our
technicians then ended up travelling around the world
to replace the failing sealing after a while”.

"I have been let to understand that procurement
managers have bonus plans that reward reducing
direct procurement costs including consumables, spare
parts, and energy. The (short-term) savings achieved
are often not favourable long-term’.

DISCUSSION What is the reason for this failure?



4 N

All value creating opportunities

U %

Value creation
opportunities that the
seller knows but the
customer does not

Value creation
opportunities that the
customer knows




GROUP ASSIGNMENT

Customers pursue their goals by buying
e What activities are included in the buying process?

Discuss this question in your teams and prepare to share your thoughs

by describing buying process and the related activities by using the
BUYING worksheet.



