
Different concepts of value exist. How can it be that some customers see a $10 handbag as value 
and others see $7,000 handbag as value? Please discuss this by introducing at least two concepts 
of value and by clearly discussing how both products could be perceived as value. 

In reality, the customers can evaluate the $10 bag differently the $7,000 one because they base the 
value on subjective needs and their satisfaction. For the customers who spend their money on the 
cheaper bag such as Zolora, they apply the functional value which focuses only on the appropriate 
features, good quality, and acceptable performance to carry and contain their belonging. In contrast, 
the customers who purchase the expensive one such as Louis Vuitton, pay attention to symbolic value 
or psychological meaning of the product. They concern more about their self-concepts and the social 
meaning (how luxury the brand is) and to express their attitude, interest, and lifestyle through their 
bag as a symbolism. Comparing these two groups of customers, even though, they may have different 
willingness to pay, they may get the indifferent utilities (economic value) from owning them.   

 

 

 

 

 

 

For the $10-bag customers, they value the benefit of the bag from its function not from how luxury it 
is. Therefore, the price of its product is much lower than the $7,000 one. On the other hand, the 
customers who have higher willingness to pay have to spend more money on the symbolic product. 
From these two cases, the gap between benefit and the price is the value which the customers can 
enjoy from owning their bag. In addition, both companies have to make sure that they use the right 
methods to communicate and deliver value properly to the customers. Otherwise, it will destroy brand 
image and encourage customers to switch to other brands. In conclusion, because the companies use 
different concepts of value which are functional and symbolic to sell their product; thus, the prices of 
the products are different. 

Additional Topics: Value Delivery system (Choose, provide, communicate the value), STP 
(Segmentation, Targeting, Positioning), Order Qualifying Criteria. 

 

 

  

As can be seen from the figure, customers 
evaluate the benefit they will get from buying a 
product. Therefore, the value can be calculated 
by deducting the price from its expected benefit. 
In this case, the companies have to apply other 
theories such as STP, and pricing strategies to 
set, provide and communicate the value of their 
products to the customers.  

The idea of business models is becoming increasingly important. Please discuss what a business 
model is and use an example of a company, products, or brand, to analyze the business model 
behind it. Why is it important to understand the business model of a company, product or brand? 

A business model is the plans implemented by a company to run its business for gaining revenue and 
profit. The model includes business functions, revenue generation, and cost control plans. 
Furthermore, it shows how a company segments its customers, creates value and delivers it to the 
customers.  

For example, a company may use  to deliver value to the clients. However, in 
reality, it is impossible for the company to become an expert in all aspects of the model. It has to 
choose one or two areas and strengthen them to be unique in the market. To make itself different 
from other competitors, the organization should also combine core competencies which allow it to 
use knowledge and technical capacities to create different products and provide their significant 
benefits to the customers.* 

 

Another model is Business Model Canvas. This model is a system including setting structures, 
processes, and activities to create value proposition and value appropriation. It presents how a 
business exchanges value with its customers.* 

 

To sum up, the reason why it is important to understand the business model is that it creates 
competitive advantage and high growth in the long run. In addition, it shows the core competency of 
a company to 1. Run its business, 2.Create, capture and deliver value to its customers, and 
3.Maximize its profit while minimize its costs. Employees can use the business model to align around 
the value which a company wants to crate. 
crucial not only knowing how the business perform but also predicting the success of its company. 

  

Porter Value Chain: 
McDonald 

Operational Excellence 
Inbound logistics: becoming partners with suppliers to 
deliver quality raw materials 
Operations: Monitoring food production process 
Outbound logistics: Selling products through franchise 
branches and setting high standard for them to follow. 
(Gain massive revenue from franchises) 

Product Leadership 
Technology development: Using ordering machine 
allowing customers to customize their menu 
Human resource management: training employees which 
saves costs/resources and generates profits 

Business Model Canvas 
McDonald 

Key Activities:   
o Employee and franchise training,  
o Marketing campaign e.g. Happy Meal 
o Food monitoring 
o R&D 
o Sell the products

Other info: Please see the additional note 

A new concept is that of pricing for value. Please discuss how pricing can be used to create value. 
Can companies only lower the price to create value for customers? Please illustrate how 
companies can price to create value using an example in which you clearly discuss how pricing can 
create value for the customer as well as for the organization. 

The companies use pricing strategies to create value by basing on the benefits they provide to the 
customers. First of all, the companies have to understand their customers, competitors and the 
companies themselves before applying the price strategies. Customers perceive the value after they 
deducted the product price from its benefit.  

The companies can decrease the price to increase customer value; however, it will have negative 
impacts on the companies themselves. First, it is too hard for the companies to increase the price in 
the future. When customers recognize the price, they will set their standard level for it. Rising the 
price can make buyers feel unfair and . Second, companies have 
to invest more on good communication to let their customers know about the price changes. Third, 
the company gets lower profit from decreasing the price. 

 

 

 

 

 

 

One example of a company applying price strategy to create value is Apple. The company adopts 
pricing for value and premium strategies to create value and deliver it to the customers. Apple 
segments its customers as a premium target group. Moreover, with high technology and less 
competitors in the market, the company uses this opportunity to set the price as high as it wants for 
its high quality products. It creates not only customer value, but also the organizational one. 
Customers perceive Apple as a leading company in the IT market. People buy its products due to the 
unique designs and the high-tech functions. This can positively affect company image and increase 
company market shares.  

As can be seen, every time Apply launches it products such as iPhone, MacBook, Apply TV, and Apply 
Watch, the company sets the price due to the value of its technology development not the market 
competition. And the price seems to be higher every time the products have been launched. 
Furthermore, Apple rarely decreases the prices because it will destroy the company image and 

a good pricing 
strategy to create both customer and organizational value. 

 

 

 

 

 

As can be seen from the figure, 
when decreasing product price, 
customers receive higher value. 
Nevertheless, the company has 
lower profit. Hence, lower the 
price to increase customer value is 
not a good strategy for the 
organization.  

Theories summary 

3 generic strategies 

1.  Focus on the competency of the firm and the market on which 
to focus (Overall cost leadership, differentiation, segmentation FOCUS))  
 

2. Treacy and Wiersema: Focus on how a firm should create advantage  
Operational excellence: Providing customers with reliable products and services at 
competitive prices and deliver with minimal difficulty and inconvenience. Example:  

i. McDonalds: Fast food with consistent quality, Quick service, low price 
ii. Dell: Flexible manufacturing, customized PCs deliver in days, cheap price, 

easy buying 
iii. Wal-Mart: fast product available on shelves, low price all the time 
iv. Zara: Fast production, in time distribution, suitable price ( Link with Product 

leadership) 
v. demand, fast shipping  

Product leadership: Offering customers leading-edge products and services that 

goods obsolete. Example:  
i. Nike: allow customers to design their own shoes 
ii. Apple: Launch new IT devices such as telephone, laptop, TV and portable 

music player 
Customer intimacy: Segmenting and targeting markets precisely and tailoring 
offerings to match exactly the demand of those niches. Example:  

i. Master Card: 
privileges and services 

ii. AIA: 
membership 

iii. Home Depot: advice customers to solve their home-repair problem and find 
the right product for them 
 

3. Ansoff: Focus on where to grow (market development, diversification, market penetration, 
product development)  

 

 

 

 

 

 

 

Deliver value to the clients. However, in reality, it is impossible for the company to become 
an expert in all aspects of the model. It has to choose one or two areas and strengthen them 
to be unique in the market. 

Value Proposition 

Value to be delivered and acknowledge. Customers believe that value will be appealed and 
experienced.  

o For (Customer Segment) 
o  
o Our business (offering products or services) 
o  
o Unlike (competitors) 
o This offering (point of differentiation) 

Value is co-created with customers 
Stakeholders are linked together with the firm and one another in an organizational network 
Co-created customer value is shared to all parties 

creating a culture of customer-orientation, develop value proposition and communicate it 
Link to cultural diversion: different culture have different approach 

Business model canvas 

This model is a system including setting structures, processes, and activities to create value 
proposition and value appropriation. It presents how a business exchanges value with its 
customers. 

 
Co-creation 

Working together to create products and services with value 
Value received by the customers through usage, consumption and experience. 
Co-creation with innovation  See the slides week6 

Co-production 

A component of co-creation  relating to specific tasks undertaken by customers that may 
occur prior to or during usage, consumption and experience 
Outsourcing is choice between make or buy depending on where total costs are the lowest 
Distributed-production arrangement in which different firms (often located in 
different countries) produce different parts of the same end product. Engines, fuselage, tail-
section, and wings of the Airbus, for example, are coproduced in different countries of 
the European Union. 

Differences between CSR and CSV 

CSR =Corporate social responsibility encompasses not only what companies do with their profits, but 
also how they make them. It goes beyond philanthropy and compliance, and addresses how 
companies manage their economic, social, and environmental impacts, as well as their relationships 
in all key spheres of influence: the workplace, the marketplace, the supply chain, the community and 
the public policy realm Cost Center, about responsibility 

CSV = corporate policies and practices that enhance the competitiveness of a company while 
simultaneously advancing social and economic conditions in the communities in which the company 
sells and operates. Profit center, about creating value 

 

Sales VS Marketing 

Comparison chart 

 
Marketing Sales 

Approach Broader range of activities to sell 
product/service, client relationship etc.; 
determine future needs and has a 
strategy in place to meet those needs for 
the long term relationship. 

Makes customer demand match the 
products the company currently offers. 

Focus Overall picture to promote, distribute, 
price products/services; fulfill customer's 
wants and needs through products 
and/or services the company can offer. 

fulfill sales volume objectives 

Process Analysis of market, distribution 
channels, competitive products and 
services; Pricing strategies; Sales tracking 
and market share analysis; Budget 

Usually one to one 

Scope Market research; Advertising; Sales; Public 
relations; Customer service and satisfaction. 

Once a product has been created for a 
customer need, persuade the customer to 
purchase the product to fulfill her needs 

Horizon Longer term Short term 

Strategy pull push 

Priority Marketing shows how to reach to the 
Customers and build long lasting 
relationship 

Selling is the ultimate result of marketing. 

Identity Marketing targets the construction of a 
brand identity so that it becomes easily 
associated with need fulfillment. 

Sales is the strategy of meeting needs in 
an opportunistic, individual method, 
driven by human interaction. There's no 
premise of brand identity, longevity or 
continuity. It's simply the ability to meet a 
need at the right time. 

 

 

Order quantifying and order winning criteria 

services over its  
 

Order qualifiers are the competitive characteristics that a firm must have to 
compete others in the market. 
Order winners 
advantages such as price/cost, quality, delivery speed, delivery reliability, product 
design, flexibility, after-market service, and image." 

 

EVA 

After-tax profit that exceeds the required minimum return on capital. Computed by deducting 
the cost of capital (both debt and equity) from the after-tax profit, it is said to be the 
best measure of the true profitability of an enterprise, and is tied to cash flow and not to earnings 
per share (EPS). EVA is a registered trademark of the US firm, Stern Stewart & Company. 
 

Capital Charge 

An amount of money equal to how much a business has tied up in assets multiplied by the weighted 
average cost of those assets. The computation of the economic profit of a business by its finance 
department involves subtracting its capital charge from its net operating profit. 
 

Shareholder Value Added - SVA' 

A value-based performance measure of a company's worth to shareholders. The basic calculation 
is net operating profit after tax (NOPAT) minus the cost of capital from the issuance of debt and 
equity, based on the company's weighted average cost of capital: 
 

 

 

Dynamic pricing 

The process of determining a product's value in commercial transactions in a fluid manner 
depending on current market conditions. Dynamic pricing is gaining ground among business 
owners compared to the more traditional fixed pricing method. Also called real time pricing. 
 
Product Line pricing 

The process used by retailers of separating goods into cost categories 
in order to create various quality levels in the minds of consumers. Effective product line pricing by 
a business will usually involve putting sufficient price gaps between categories to 
inform prospective buyers of quality differentials. Also called price lining. 

 
Predatory Pricing 

The act of setting prices low in an attempt to eliminate the competition. Predatory pricing is illegal 
under anti-trust laws, as it makes markets more vulnerable to a monopoly. Companies may engage 
in a variety of activities that intend to drive out competitors, such as create barriers to entry for new 
competitors or unethical production methods to minimize costs. 

 

  

 

Topics Details 
Company/Brand/Product: McDonalds 
T&W: Operational Excellence: fast food,  with consistent 

quality, Quick service, low price 
Product Leadership: customized menu 

Porter Value Chain: Operational Excellence 
Inbound logistics: becoming partners with suppliers to 
deliver quality raw materials 
Operations: Monitoring food production process 
Outbound logistics: Selling products through franchise 
branches and setting high standard for them to follow. 
(Gain massive revenue from franchises) 

Product Leadership 
Technology development: Using ordering machine 
allowing customers to customize their menu 
Human resource management: training employees which 
saves costs/resources and generates profits 

Value Proposition: Serve consistent, safe and high quality food, 
Fast service 
Affordable price 
Tasty 
Customer Segments: Families, young people, workers 

Order Winner and Qualifier: Winner: Customize menu, tasty 
Qualifier: safe, high quality menu, affordable price, 
convenience 

Business Model Canvas Key Activities:   
o Employee and franchise training,  
o Marketing campaign e.g. Happy Meal 
o Food monitoring 
o R&D 
o Sell the products 

Other info: Please see the additional note 
Stakeholders: Employees  

Suppliers 
Franchise 
Community (CSR) 

CSR/CSV: Please see the table below 

 

 

 

 

Topics Details 
Company/Brand/Product: Nike 

 

  

T&W: Product Leadership:  customized the shoes, Using new 
technology to produce apparel and footwear  especially 
shoes and health application such as customized shoes, 
sport watch, and Running App 
Operational Excellence: Outsource non-core activities, 
Focus on product design, Efficient operational 
management,  Strong control over own distribution 
channel, good supplier relationship 

Porter Value Chain: Operation: Heavy invest in R&D, Efficient network 
structure of operations management 
Technology development: Great product technology such 
as metabolic rate, blood work, air-sole technology expert. 
Marketing and Sales: Touch screen technology in store to 
allow customers designing their shoes, High-sales through 
e-commerce 

Value Proposition: Customer Segments: 
o Sporting people between ages of 15-35 
o Fans and followers of professional athletes 

Ground-breaking apparel and footwear with cutting edge 
technology (distinctive marketing to appeal more 
customers) 
Customizing shoes, 
Selling Sport watch, Running App, Basketball shoes 

Order Winner and Qualifier: Winner: Customized shoes, trendy, products that foster 
the best possible performance in athletes  
Qualifier: Selling  apparel and footwear  

Business Model Canvas Key activities: 
o Sponsor tournaments and events 
o R&D 
o Sell the products 

Stakeholders: Customer 
Supplier 
Athletes  
Community 

CSR/CSV: Support individual empowerment over personal health 
and wellness. 

o Designed to Move program which promotes 
physical activity among children 

o Nike delivered shared vision, strategies and 
actions while creating shared value through cross-
sector collaboration for education, healthcare, 
community development, urban design, and 
government advocacy 

 

  

 

  

 

Topics Details 
Company/Brand/Product: Home Depot ( Home improvement specialty retailer) 
T&W: Customer Intimacy:  advice customers to solve their 

home-repair problem and find the right products for them 
Porter Value Chain: Market and Sales: Selling construction equipment with 

wide range of products 
Service: Helping customers to solve home-repair 
problems, giving professional advice in selecting and using 
the products, offering installation service 
Human resource management: Hiring capable and 
knowledgeable employees, continue training program 
Procurement: Internet enable demand planning, online 
supplier center 

Value Proposition: Providing supports to the customers about home repair 
Find the products the customers need 
Offering installation service after sales 

Order Winner and Qualifier: Winner: Customer services, cheaper than competitors, 
quality assurance program 
Qualifier: Selling equipment,  wide range of products and 
brands, many designs and colors, sell its own products 

Business Model Canvas: Key activities: 
o Selling home 

improvement and construction products and 
services. 

o Helping customers to repair their home 
Stakeholders: Employees 

Customers 
Suppliers 

CSR/CSV: The support of Habitat for Humanity, the program to 
provide homes for those without, by Home Depot. Home 

connected to a higher purpose and Home Depot values. 
The firm donates materials and expertise. It just fits. Over 
time Habitat for Humanity becomes one of the 
associations for Home Depot and helps communicate a 
core value that potentially strengthens the customer link. 

What exactly is a value proposition?

A value proposition is a promise of value to 
buy from you. 

In a nutshell, value proposition is a clear statement that 

 improves their situation 
(relevancy), 

delivers specific benefits (quantified value), 

tells the ideal customer why they should buy from you and not from the competition 
(unique differentiation). 

You have to present your value proposition as the first thing the visitors see on your home page, but 
should be visible in all major entry points of the site. 

What the value proposition consists of 

The value proposition is usually a block of text (a headline, sub-headline and one paragraph of text) 
with a visual (photo, hero shot, graphics). 

There is no one right way to go about it, but I suggest you start with the following formula: 

Headline. What is the end- sentence? Can mention the 
product and/or the customer. Attention grabber. 

Sub-headline or a 2-3 sentence paragraph. A specific explanation of what you do/offer, for 
whom and why is it useful. 

3 bullet points. List the key benefits or features. 

Visual. Images communicate much faster than words. Show the product, the hero shot or an 
image reinforcing your main message. 

Evaluate your current value proposition by checking whether it answers the questions below: 

What product or service is your company selling? 

What is the end-benefit of using it? 

Who is your target customer for this product or service? 

What makes your offering unique and different? 

Use the headline-paragraph-bullets-visual formula to structure the answers. 

 

What makes a good value proposition: 

 

It communicates the concrete results a customer will get from purchasing and using your 
products and/or services. 

 

-  

It can be read and understood in about 5 seconds. 

Also, in most cases there is a difference between the value proposition for your company and your 
product. You must address both. 

Boosters for your value proposition 

are pretty much 
-adds. I call 

them boosters. 

These things work well against competitors who do not offer them. Boosters can be things like 

Free shipping 

Fast shipping / Next day shipping 

Free bonus with a purchase 

Free setup / installation 

No setup fee 

No long-term contract, cancel any time 

License for multiple computers (vs 1) 

(Better than) Money-back guarantee 

A discounted price (for a product) 

Customizable 

You get the i
attractive to some buyers. 

Make sure the booster is visible with the rest of the value proposition.


