Managing for Value Creation — Subject Summary
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Week 1: Definition of Value Concepts

- Value is always a) perceived, b) relative to the customer and c) dynamic

- P.Drucker: ‘There is only one valid definition of business purpose: to create and keep a customer’
- Value is relative to the customer (consumer, business, government, or other stakeholder)

- Creation of value is an externally oriented perspective

- Cycle of VC: Firm Value — Customer Value — Stakeholder Value

- Creating Value for Customers is at the core of value creation

1. Value Definitions by Zeithaml
Value is a low price (relative to others), what | want in a product (good for me), Ratio of Benefits (Core,
Sourcing and Operation) and Price/Costs (Direct, Acquisition, Operation), What | get for what | give

2. Means-end model
Product Attributes (tangible product features) = Functional Consequences (immediate and tangible
benefits) = Psychosocial Consequences (emotional benefits) = Values (State of Mind consumer is

trying to achieve = Instrumental [e.g. Freedom, Social Acceptance, Inner Harmony, Independence) or
Terminal [Happiness, Equality] values)

- Customer Value = [Product, Brand and Service Benefits] — [Price and Costs]
- Value for Corporate Customers: Improved Performance, Operating Quality, Asset Productivity
and Reduced Risk

3. Sources/Types of Value

Functional / Instrumental Appropriate Features/functions, acceptable performance &
outcomes

Experiential/Hedonic Cognition and sensory stimulation, Emotional, Social, Relational,
Intellectual Outcomes

Symbolic/Expressive Attached psychological meaning: self-identity, self-worth, social,
reference group

Cost/Sacrifice Minimized cost of transaction, reducing price but also opportunity
costs

- Possible Customer Values: less money, time, psychic costs, effort, risk




