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Value Proposition Canvas

Hello and welcome. Today’s topic is Value Proposition Canvas, value proposition and value

proposition canvas. Value proposition is central to any startup or any entrepreneurial venture

that is what we explained in the previous session.

(Refer Slide Time: 00:42)
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And let us analyze the value proposition per se say; ideally you would prefer to have a

product or service that customer will lap up, they will buy desired quantity at a price that will

make you profitable.



(Refer Slide Time: 01:04)

But then majority of the technocrats they think that they know whatever has to be done and

eventually they fail to meet customer expectation. They feel that they know what customer

actually want and what pain is there. The process of creating customer and making them buy

is through a sales funnel that is what I what we explained several times in the past. You

identify customers with some homogenous characteristics, like they have a pain all the

customers who have similar kind of pain similar kind of aspiration.

So, you identify that is what is market segment, then you take all the marketing initiative so,

that eventually some of them are convert into buyer, but then the success of this whole

process will depend on how you have understood the pain, how well you have understood the

pain and how well you have crafted a product that meet meets all the pains of the customers.



Only then all your efforts are going to lead to real sales and real customer and those

customers are going to be evangelists for you and they are going to acquire new customer and

eventually you have a profitable sustainable business for a long time.

(Refer Slide Time: 02:34)

Contrary to that majority of the entrepreneurs think that they know what customer actually

needs, and then they build something without really bothering must to understand the pain in

detail, and then come up with a product go to market only to realize that it is not selling

nobody is ask, willing to buy that product.



(Refer Slide Time: 02:50)

So, what is value and what are value drivers? Value may be functional, may be emotional,

maybe social, may be economic, may be just a peace of mind. You give something and people

stop bothering about something. Now, Wasterwalder actually has developed a canvas that

contains all aspects of value. And one can actually use the canvas and populate its different

blocks and then a value proposition canvas will be built, which will demonstrate whether you

are really creating value that that is value for money for the customers and it is superior

compared to competitors.

And this can be touted as a more integrated thinking of value proposition. Wasterwalder

makes an analogy of the canvas with a Swiss knife for heart surgery compared to the well

organized surgical laboratory. So, you are in the surgical lab and you have a Swiss knife with



all the tools inside, then suddenly you realize that one of the things are missing and then you

know somebody is fighting with his life and you are looking for tools.

Whereas, Wasterwalder says that if you use the canvas you have everything in place to define

value proposition of your business.

(Refer Slide Time: 04:24)

Value proposition precisely is a statement that contains superior value in terms of features

and benefits of your products or services that the customer will perceive to be superior

compared to whatever the competitors have been offering.

So, Investopedia says, value proposition refers to a business or marketing statement that a

company uses to summarize why a consumer should buy a product or use a service, and not

those of the competitors.



(Refer Slide Time: 05:11)

The value proposition canvas the first step is a target customer. What problems you are going

to solve is the next that gives you the insight.

There may be multiple problems but then your focus should be on one for which you are

going to solve a problem. And then we need to understand why others failed to serve

adequately meaning why there are unmet pain or why customers will not buy competitors

products and they will buy other our products. Then we make some promise to the customers

that look we are going to provide you this which is going to solve better efficacy or less price

or whatever its going to give higher value for the for the customers money.

It is a function of the inside this is going to give us the promise and benefits that you we

prompt we proposed is the function of the inside that you derive about the whole solution and

product market fit. This is a proof that we can actually deliver and this value proposition will



contain all the differentiators of our products or service, and also how the unique selling

proposition will emerge out of the value proposition canvas.

(Refer Slide Time: 06:31)

There are statistics and we all know about it we have discussed on many occasions.

According to how a business is quilt professor Clayton Christensen there are over 30000 new

products introduced every year and only 95 only, 5 percent of them become successful 95

percent fail there are other statistics which shows that so many products are being built and

they fail when they go to the market.

 Meaning that customers are not actually buying so many products that are being developed

and then taken to the market. So, there is a huge gap between customers need and the

products which are being built that clearly shows that companies even establish companies



build and try to market products without real understanding as to what customer would

actually buy when the products are in the market.

(Refer Slide Time: 07:35)

There are other statistics as well and we already know that 42 percent of well funded startups

fail, because they produce something that customers are not willing to buy.

So, that clearly defines or brings to the fore as to the importance of value proposition

importance of defining features benefits of our products and services, for which customers are

going to buy our products and feel that that is value for their money. So, that our product does

not fail when they are introduced in the market.



(Refer Slide Time: 08:19)

A very small example, Wufoo founded by Kevin Hale, it is about the forms that we normally

feel in online when we try to either do market research or form a file an application for any

purpose they raised only 118000 dollar and this sold to Survey Monkey which is now at

present the major forms provider for 35 million dollar, 35 million is not big money, but look

at the percentage return that investors gained out of this investment. It gave 29561 percent

return to the investors. That is it, but then why it happened like that why so much of value

could be created?

Because they have build a product based on their inside that there is a lack of this kind of a

product in the market when they try to fill in their own information in a form they realize

these forms are crazy and there is no good forms available in the marketplace. So, build their

own and then they give 29000 percent return to their investment.
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So, it is very important to understand the gap between what customers need and what actually

are being offered by competitors and only then we can identify a unique value proposition. A

value proposition represents the sum total of features of your product or service that customer

will perceive as value for their money.
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Now, everything depends on the target audience. If your target audience does not require the

basic needs, but we are trying to fulfill the basic requirements then perhaps we may not go

anywhere.

So, the famous Maslow’s hierarchy of needs can be our guiding tool to understand where we

should actually focus to build value. So, the bottom part of this pyramid is the functional

needs. So, if somebody is in the at the bottom of the pyramid and we are trying to build a

product for him or her then; obviously, functional characteristics are the most important

parameters.

Whereas, if we are trying to build something for someone at the top say at the level of level

where he or she is thinking of self actualization like Bill Gates. And we give lot of

functionalities in the in the product or service perhaps that will not attract their attention or it



will serve their purpose. So, understanding our customers and at what level the customers are

in this Maslow’s hierarchy pyramid will help us to focus on the features that we should

accentuate and the features that we should either eliminate or downplay.

(Refer Slide Time: 11:31)

So, we need to actually create a correct Buyers Persona meaning we should map the buyer’s

different characteristic features. So, as to understand them clearly have a crystal clear view

about them about their needs, their aspirations and what they will appreciate, only then we

shall be able to come up with products which will satisfy them and they will spend money to

buy that.
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So, understanding customers need or empathizing with their actual pain maybe we should fill

their pain.

And then define the pain completely define the available solution completely and find the gap

between solution and pain and then come up with a real product. That will help us to define

the customer segment whom we are going to serve develop the product go to market, and

build infrastructure or channels through which they will buy and it is going to be a successful

business. But then it has to be done very fast like if we are if we define the problem come

back to the lab design the product or service.
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And immediately get it validated by them as Maxwell says fail fast fail early and fail forward,

meaning that we have to do everything fast we get the pain define the pain build a prototype

get it validated we should not wait for a year or two to fine tune the product completely and

then go to market. We have to if we if that the product is not going to be successful let us fail

fast and then understand why it is failing and then restart.

In the process we save resources, we save money, we save time and we meet success early on

and then we can continue build continue to build a sustainable business model.



(Refer Slide Time: 13:46)

So, when we think of features we talk of value we talk of benefits to the customer actually

there may be a list of things, but then the list can be almost like endless. Here are some of the

things that customers always look for in products some product or services.

So, they may vary from product to product, but then majority of the cases quality, efficacy,

usefulness, esteem, ease of installation, configuration, maintainability, safety, ease of use

etcetera definitely are part of the whole scheme of things. So, where we focus like esteem is

for people who are at the level of say at almost like the top level or maybe just one below the

top level.



(Refer Slide Time: 14:38)

Designing how to design the value proposition? Value proposition is carefully crafted pitch,

explaining the advantages of your offering over those of the competitors. Every employees

necessarily should know about the value proposition so, that it is always the back of their

mind and whatever they are doing they are trying to focus on that. Suppose superior quality is

your value proposition so no employee should compromise on quality.

Whatever is the cost perhaps of course, there will be guiding principles as to the about the

cost as well, but then if quality is the value proposition everybody should know. So, that

everybody is trying to attain that or focus on that point.
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But then there are two approaches about those creating the value proposition building a

product and delivering the first one is trying to know your value proposition from the users by

closely and deeply empathizing.

You meet them, you watch them and then gradually try to understand their pain and try to

understand the gap between solution and pain available solution and the pain. And then you

understand the pain and then you understand how many people have the pain so that you have

the aware fair idea about market size segment and then market size, but and then you come

back and start making a value proposition in the form of a product or service.

Whereas, there can be another approach in this in a specific cases not all cases, like you can

build a product that solves a pain of a group of people, which the people themselves are not



aware of they have a pain, but because they thing that perhaps their solution is not possible

so, they do not even know that a solution is possible.

So, maybe you have some kind of insight that you can come up with a disruptive or

groundbreaking solution and when people will get it they will think that oh my god! This is

the thing that I have needed for a long time, thank god! It is here, and then they are going to

lap it up you have a wonderful business and because other people will not realize it. So, fast

and you have a huge competitive advantage huge pricing power because other people are not

means there is no competing product. So, you have almost like monopoly in the marketplace.

But then before you think that I have this kind of a product you have to know for sure that you

know what others do not know about their pain, and you know that you really have a solution.

That requires lot of smartness lot of lot of understanding that you really know that people are

not aware of their pain and you actually have a solution when that is available people will just

lap it up.



(Refer Slide Time: 17:38)

Now the first, approach as I said it involves empathizing, but before empathizing you have to

profile or through empathizing you have to make a detailed profiling of the customer know

their pain understand competing products etcetera. Building a product with superior value

proposition that customers will regard as superior product and or service is the perfect

product market fit this is referred to as product market fit, you have a product there is a

market.

And the market thing that the people in the market think that your product is superior

compared to the competitors is a product market fit.



(Refer Slide Time: 18:27)

Now, most of the people take value proposition for granted. They think we know value

proposition there is something called value proposition and we have to create value, but then

they may not interact with the customer and they may actually think that they understand what

a value proposition is what a pain is and our problem our solution is going to be a perfect

match, but eventually it actually may not translate, meaning that there is always a gap of

understanding it requires real engagement without really engaging with the customer

entrepreneur should not think that we actually understand it.

And there are evidences empirical evidences that it happens and many people actually failed

to deliver at the end a spending lot of time and energy and money.
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We talked about two approaches the second approach, as the CEO of LinkedIn Reid Hoffman

says, lucrative startups are often the result of wildly audacious solutions to problems people

did not realize they had. So, it is not just coming from my mouth this is already established

many of the disruptive technologies, disruptive products that came in the market and became

winning product.

They made an enterprise successful because the founders could identify an unmet pain, about

which the customers themselves are not aware and when the solution came that became a

leading product.
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While it would be wonderful to have a perfect product market fit it may not always be realize

for many reasons. Most of the important reason is that, you may not have the patient to see

that customers has a pain, you talk to the customers they do not have much idea about neither

the pain nor the solutions they may even think that a solution is not possible. So, you actually

have to be a contrarian you have to understand that people do not understand what they have.
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So, be a contrarian and come up with a solution and way. Like when Jack Ma started Alibaba,

most of the people around him said you must be crazy you know nothing about internet and

you want to start a business using internet. And then eventually it become one of the most

valuable companies in the world.

So, need to be a contrarian unless you are starting as disruptive or as breakthrough as Linked

in or Alibaba you should really be careful about this audacity that you understand what people

do not understand it may be better for you to follow the beaten path, meaning that you try to

understand customer pains through empathizing come up with a solution.
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Go through the validated learning process meaning build a prototype get it validated by

customer get customer feedback refine the product then again approach to the customer this

whole cycle should continue as long as customers different customers not the same customers

tell you that they are satisfied with this product if it is there in the market they are going to

buy.
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So, this is a wonderful example we mentioned this earlier. Iridium communications spent 6

billion dollar which is more than 72 42000 crores in today’s exchange rate. That was in 1989

only to realize that customers are not actually buying their service.

They were offering communication from anywhere and everywhere through 66 satellite that is

that was launched around the world around the earth. So, that any communication from

anywhere can be routed through any of 66 satellites through 66 satellites to reach to any place

whatsoever wherever you are.

So, they thought that we know customers problem and we know that if we come up with a

solution customers have going to buy.
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So, after spending 42000 crore rupees and launching a product eventually they filed for

bankruptcy in 1999 only 9 months after they launch that product. This is a glaringly vivid

example of lack of understanding of value proposition, and it points finger to everybody that

everybody should understand your value proposition and then build the product based on that.

Eventually they sold the company only for 35 million dollars.
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And the fact is that customer did not want it. Why? Because the services were very costly

then customers were not ready to pay so, they did not even ask the customer that this is what

our service is going to be are you ready to pay for that, either they did not do that or they did

not understand what the cost is going to be.

So, they did not even bother to do the math as to what the cost is going to be just launched it,

thinking that it solves a unique problem of the customer and that is communication from

anywhere to anywhere. That problem was there, but then the solution was not a product

market fit for many reasons.



That time the internet was not so all pervasive the telecommunication advancement which

happened after that was not there. So, many of the supporting industries were not matured at

that point.

So, everything together first of all it was ahead of time in terms of technology second of all

they did not do the value proposition assessment.

(Refer Slide Time: 24:43)

So came the value proposition template. It is value proposition per se is a succinct one liner

meaning in one line it should be able to communicate value, but then that may not may not be

so much meaningful for an entrepreneur value proposition should be done using a detailed

elaborate piece of elaborate exercise on a piece of paper. So, that everybody can have a look



at it and get a fair insight what the value proposition is and then they should build their own

and they should work or they should be guided as per the value proposition.

So, this one liner is given by Alexander Osterwalder. Businesses value propositions is

arguably the most important element of your overall market messaging, meaning that we have

seen the sales funnel and through the sales funnel if you want to send prospect to convert

them into customer your value proposition is absolutely important.

(Refer Slide Time: 25:54)

Here are some of the value proposition statements. Uber says the smartest way to get around

etcetera.
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Now, we are trying to build a value proposition canvas, first the structure of the value

proposition canvas. So, here is the customer say we represent that with a one man thing and

customer is wondering how to get its his or her jobs to be done.

So, first thing they have a lot of jobs the they are worried about how to get it done. Second is

they have a lot of pains maybe, because of the job is not getting done properly or if even if the

job is done there maybe unmet pain. Then they would like to gain something out of it other

than other than the jobs getting done they would like to get something beyond and if you can

do that perhaps you have a wonderful proposition.

So, we have a value proposition on the other side. This contains the products information the

features of the product that we are going to offer a lot of them, and then we are also trying to

create some means that our product is going to relieve the customers of the pains. At the same



time you also would like to give them some gain so customers would like to get some jobs

done and we have the products and services.

Customers have pain we try to relieve the pain better than the competitors, customers will be

enamored to have some gains also and we try to build the product that has features or benefits

that will that will be perceived by the customers as gains beyond competitions.

(Refer Slide Time: 27:48)

Here is an example I have taken this from the book of Alexander Osterwalder that is value

proposition and from different other sources this value proposition canvas is for taxi

aggregator we will very quickly complete this you have discussed this while discussing the

business model canvas. So, it is the same thing, but pointing the different elements and

different blocks.



So, a taxi aggregate an individual or a customer requires to find a taxi, earlier there was it was

very difficult to find a taxi now they would like to get it from anywhere, sitting at anywhere

they just would like to book a taxi. So, finding a taxi is a problem anywhere is a problem or is

a job give direction is a job, making payment is a job then there are pains like waiting for a

long time over just by taxi by taking him through a long route or maybe charging at a higher

rate.

Then, there are unsafe drivers at the same time we can perhaps customers perhaps look

forward to some gain something like if he can arrive in time then the drivers should be

professional or maybe they will charge fair price or maybe there should be some easy

payment process etcetera.

Now, that is look at how the taxi aggregators are fulfilling all the requirements and doing it

much better than the traditional taxi drivers. So, taxi aggregators with a Smartphone app they

are alleviating the pain by assign driver. So, anywhere problem is solved because you can just

through internet you can book and get a taxi anywhere and anytime they have a different cost

system. So, eventually the system is actually gradually improving and cost is coming down

instant booking no cash so, payment problem is solved.

And then there are so many other gains like professional drivers you can schedule a trip even

for suppose you are going to some other country you can schedule a drive a driver or a drive a

trip online even a month in advance. You have a rating system so the driver will be careful

there are loyalty points meaning that if you are approaching if you are taking service from

different service provider then there will be some motivator so you can make some extra

money through that.
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So, but then this as always I have been underlining this issue that you have to clearly

articulate so, that your value proposition is glaringly visible doubtlessly visible. So, that

everybody knows about it and they become customer.
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Now, there is a statement one line statement given by Osterwalder using which you can write

your own value proposition a statement.

Of course whatever we have discuss that is about creating value proposition this is just

putting them in a very succinct manner and one sentence perhaps. So, this red liners, red text

are actually blank space you can fill that in. Our product or service helps customer segment

meaning address into the customer who want to get some job done by using our service and

something even more.

And then you can add some point to hit the competitor not very unethically, but very

ethically. So, you can make some mild criticism to the customer here to the competitors. Say,

Osterwalder actually gave this for his book on business model he says our book helps

business professionals, who want to improve or build a business by gaining latest knowledge



or strategies and gaining deep insight, unlike books without focus on the real issue like other

books.

(Refer Slide Time: 31:56)
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So, likewise this is the blank statement you can just fill that in and then you have the business

model value proposition statement done.
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Say same thing, now populated. This is a wonderful presentation by Osterwalder himself so it

is better that all of you should visit this presentation ones will be a supplement for, for

remaining of the knowledge that you need.



(Refer Slide Time: 32:23)

Now, we are always misguided by repeated mention about value and value creation, but we

should be mindful about many of the things which does not create value either for the

customer or for the company. You should not lose focus from the customer. Suppose you say

that our products helps your neighbor customers neighbor is not interested about your product

customer is interested so focus on the customer. Say our products uses global emission maybe

customers that you are serving are not concerned about global emission.

See it is not going to create value for you, your focus may be to reduce global emission that

may be a different thing altogether, but you must not use this as a value proposition customer

will say, so what something like that and then they may not buy. Say our company will

enhance employment no customers will be customer will be interested we empower the have

nots. All these social issues environmental issues may not form part of the value proposition,

because customers may not be willing to pay more for this and they may go to competitors



who do not say this, but say something which connects well with their, their requirement or

their problems their say their persona whatever.

(Refer Slide Time: 33:52)
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Value proposition canvas there are other slides as well, here is a few references including

Osterwalder himself. There are some books also, but additionally there is there I should have

mentioned this beginning there is a wonderful lecture series by Stanford university.
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Where Sam Altman, actually took something like twenty four lectures meaning by the whose

of the businesses, all means all lecturers are CEOs or top people of present day successful

businesses including LinkedIn including Facebook including Y Combinator, Waltman was in

Y Combinator at that point of time.



(Refer Slide Time: 34:41)

Here is few comments what conclusions, but it is very important unlike other conclusions. So,

it should pause and read.

Thank you very much.


