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COMPELLING
CUSTOMER VALUE
PROPOSITIONS

Among the many challenges you face as a business owner in today’s
crowded market, perhaps the most difficult is effectively communicating
your “story”: What value does your business and its products and
services deliver? Who is it delivered to, and how?

The key to winning business, selling more, and earning higher margins is
developing clear, easily articulated customer-focused value propositions,
and communicating them convincingly to your customers.

Written by Mark Neely

www.neelyready.com
mpn@neelyready.com




NEELY READY — GROWING WITH CONFIDENCE

WHY IS YOUR VALUE PROPOSITION SO IMPORTANT?

In simple terms, a ‘value proposition’ is the sum total of the benefits that customers receive when
they purchase a specific product or service from your business.

Your product or service value proposition is a powerful statement designed to capture the mind
and the heart of your customers by demonstrating a relevant advantage in purchasing from you. It
is usually articulated as part of your branding, in advertising or sales literature, as a tag line
appearing on product packaging, or is communicated directly when speaking with your
customers.

Getting the value proposition right for what your business sells is important, because it provides
the basis for your business relationship with your customers; that is, it answers the question
foremost in every potential customer’s mind: Why should | buy from you?

Does Your Value Proposition Communicate Effectively?

As a business owner, you are passionate about what you do. You love each of your products and
services, know them to be much better than those of your competitors, and understandably want
to tell as many people as possible about them — how your bread is fresher, how your clothes are
more fashionable, how your software has more functions, or how your doohickie has more
whatyamacallits!

The problem is that when you use this style of language to talk about your products, the core
message you are communicating is centred on your view of your products, which may not reflect
your customer’s purchase motivations.

When talking about your products and services in this manner, your message often sounds to
customers as “this is what | sell, and | am running through a long list of the reasons why | think
you should buy it.”

What your customers want to hear, however, is a clear statement that demonstrates that you
understand their situation — that you recognise the problem they wish to solve, or the outcome
they wish to achieve — followed by a specific offer or explanation as to how you are going to help
them address their situation.

Ideally, the value proposition will not only explain how owning your product or using your service
will allow the customer to achieve a desired outcome; it will also explain how it is that your
business is uniquely positioned to create that outcome.

Creating Compelling Customer Value Propositions

The most important guiding principle for creating a compelling, customer-focussed value
proposition is this: the value proposition should focus on customer needs, not on product or
service features.

To put it another way, do not simply explain the products and services you sell, or embellish their
features. Instead, detail the benefits to the customer of owning your products or retaining your
services.
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Consider, for example, the following statement, which could have come from the sales brochure
of any number of consulting businesses:

Our professionally trained consultants have the full range of skills and
experience needed to define, build, and deliver a successful solution,
including a review of your strategic objectives, assessment of your
business, project management, system design, application development,
and systems integration. All our client projects are delivered using a
comprehensive, proven methodology based on hundreds of engagements
with major corporate clients across a wide range of industries.

The statement does communicate some important messages. It tells potential customers that the
business has experienced consultants, who use a rigorous approach to delivering ‘solutions’ to
their clients, and have a track record of success with other clients.

However, it is what this statement does not say that reduces its impact with potential customers.
Specifically, it does not:

e Address any particular customer objective that the company will help its clients achieve;
e Outline a specific offer that is targeted at achieving client’s objectives; or

e Provide sound reasons why a client should choose this company over any of its
competitors.

Having read the above statement, a potential customer would be hard pressed understanding
what solution the business offers, much less, whether it was a specific solution to their problem.

So what is missing?

In developing or refining a value proposition, you should ensure that it incorporates the following
three components as a minimum:

The value proposition should define the business you are in using customer-centric
wording; that is, it should describe the type of solution the business provides for its
customers.

The value proposition must clearly demonstrate that you understand the customer’s
objective — why it is they are considering doing business with you in the first place.

N,

9 The value proposition should outline your specific offer and pinpoint exactly how it is
that it will meet the customer’s objective.
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Once you establish these three things, your value proposition can then go on to explain how it is
your product or service addresses those objectives and, where possible, provide tangible proof
that backs up your claim(s).

The Importance of Congruence

Creating a compelling, customer-focussed value proposition is the first step to doing more
business with your customers. What follows, however, is the hard part: delivering on your
promise.

Your value proposition must be more than merely something you say to convince your customers
to buy. It must be the core of what your customers actually experience when buying from you.

Customers are not stupid. They know when they have been duped. If you fail to deliver on what
you promised, they will rightfully become very angry.

So, if your value proposition promises excellent service, make sure you deliver excellent service.
If your value proposition promises the cheapest products, be sure that your pricing is cheaper
than your competitors. If your value proposition promises to save your customers money, be sure
that they achieve those savings.

Complaining Customers Are Your Best Friends
If, despite your best efforts, a customer complains that you are not delivering on your promises,
you should pay very close attention.

Why? Because by complaining, the customer is actually giving you an opportunity — a second
chance to deliver that which you promised. They are giving you the opportunity to convert them
from a disappointed customer into a satisfied customer — someone who will buy from you time
and again.

While repeat customers are highly desirable, there are even more significant reasons why you
should care about what a disappointed customer has to say about your business, products, or
services.

First, most customers do not bother complaining. In fact, only about 1 in 10 customers complain.
The rest simply disappear, vowing never to do business with you again.

The math behind this consumer behaviour is very troubling. Nine out of ten disappointed
customers never give you an opportunity to convert them into a satisfied customer. They will
never spend another dollar with you. This is an incredible cost to your business, as it means you
have lost the investment you made in marketing and other customer acquisition activities to get
the customer to buy from you in the first place.

However, the potential losses do not end there.

The Customer Rage study conducted by the Customer Care Alliance in 2004 found that 85% of
customers shared their experience in dealing with businesses with friends and other people. That
is, they let their circle of acquaintances know when they have had a positive or negative
experience with a particular business.
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This is not surprising, as we have all done this from time to time. We happily share positive
experiences (especially when be believe a business has gone beyond what is expected of them),
and encouraged our friends to use that business, so they, too, may have a positive experience.
Equally, when we have a bad experience, we warn our friends to avoid businesses, for fear of
experiencing a repeat of that bad experience.

What the Customer Rage study showed, however, is that there are differences in communication
frequency, depending on whether we have a bad or good experience.

Specifically, when a customer is dissatisfied with the handling of their complaint, they tell 15
acquaintances about their experience. On the other hand, when a customer is satisfied with how
they are treated, they only tell 6 acquaintances.

In short, you get double the negative PR when you fail to deliver on your promises, and then fail
to take the opportunity presented to rectify the problem.

Worse yet, this is the most powerful kind of negative PR, as it is communication between trusted
friends and acquaintances.

As the people hearing details of the negative experience trust the person telling them the story,
they are more likely to both pay attention and place weight on that negative word of mouth — and
avoid your business like the plague.

Today, the Internet — email, Web sites, blogs, discussion groups, social networks etc. — allow us
to have conversations with literally hundreds of thousands (if not millions) of people, often
simultaneously. In this environment, a motivated individual can actually communicate their
dissatisfaction with your product or service to an exponentially larger number of people —
potentially causing a significant backlash against your company, and considerable financial pain.

The Power of a Successful Value Proposition

A classic example of an attention-grabbing value proposition can be found in the approach that
the rental car company, Avis, took when trying to win back market share from Hertz. The Avis
story is also a dramatic example of how powerful it can be when you get the value proposition
right, and how profitable it can be when you deliver on the promise you make to your customers.

In 1962, when Robert Townsend took over the reins as President of Avis, the company had
entered its 13" year in the red, with a market share of just 10-11% of the car rental market. By
1996, Townsend was able to grow Avis’ market share to 35%.

How did he achieve this?

Townsend launched a bold, daring advertising campaign that centred on the company’s new
strategy of focussing on good old fashioned service. Instead of proclaiming that it had the newest
cars, or the cheapest prices (which may have been true), they used the following messaging:

We’re No.2. We try harder!
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