Knowing a winning business idea when you see it

Modell by BC Group

BUYER UTILITY MAP - Stages of the buyers experience with the product

Managers are too often focused on delivering more of the same utility at the same stage of the buyers experience.

Examples: 

Starbucks Coffee – adding fun and exotic to coffee purchasing, Dell – tailored PCs faster and right on time for customers, Philips – fluorescent light bulb that can be disposed of in an environmentally friendly manner

	
	How long does it take to find the product?

Is the place of purchase attractive and accessible?

How secure is the transaction environment? 

How fast can you make the purchase
	How long does it take to get the product delivered?

How difficult is it to unpack and install the product?
	Does the product require training or expert assistance?

Is the product easy to store when not in use?

How effective are the features and functions?
	Do you need other products and services that make this product work?

If so, how costly are they?
	Does the product require external maintenance?

How easy is it to maintain and upgrade the product 
	Does use of the product create waste items?

How easy is it to dispose of the product?
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This map highlights how many unexplored innovation possibilities there are.

Setting a price strategy

It is important to know from the start what price will quickly create a large pool of customers. There are 2 reasons for that:

1. Volume generates higher returns than it used to due to higher costs in product development than in manufacturing

2. many companies have no choice than to seize the mass market early.

Network externalities: either you sell millions or nothing at all.

The price must not only attract customers but help you to keep them.

Many innovations are extremely vulnerable to imitation.

Brand building these days relies heavily on word-of-mouth recommendations spreading rapidly through our networked society.

Therefore you must have an offer customer just can not refuse.

Step 1 -  Identifying the price corridor of the mass

Challenge is to create new customer pools, not increasing the share of existing customer pools. Understanding the price sensitivity of people comparing the product of service to a host of services and products outside your group of traditional competitors.

· Those that can take different forms but perform the same function and

· Those that take different forms and functions but share the same over-arching objective.

Step 2 -  Specifying a level within the price corridor

The question: how high can the price be they can afford to set without inviting imitators. This very much depends on the legal protection of your product or service (copyright, patent, exclusive asset like a expensive production plant or an established brand name). Companies with uncertain patent and asset protection should corridor pricing somewhere in the middle of the corridor.

The price corridor of the mass is the price bandwidth that captures the largest group of customers. Depending on how much legal and resource protection you have determine how high a price you can set without inviting imitating competitors.

	
	Same form
	Different form,

Same function
	Different form and function, same objective
	
	

	HIGH
	
	
	
	
Upper level pricing

Mid-level pricing

Lower-level pricing
	High degree of legal and resource protection

- Difficult to imitate 



	Price
	
	
	
	
	Some degree of legal and resource protection

- Relatively easy to imitate

	LOW
	
	
	
	
	Low degree of legal and resource protection

- Very easy to imitate


BUILDING A PROFITABLE BUSINESS MODEL

A series of questions to open up the way managers think about distribution and production 

What is the cost target?

Successful innovators never let costs dictate price. They force their organisation through a cost target (mandated price) to question virtually every assumption about material, design and manufacturing – often with surprising results (example: Swatch watches have only 51 parts opposed to 150, ...). 

Who can we partner with?

In taking a product to the market many innovators mistakenly try to carry out all the production and distribution themselves. Intelligent innovators do not go for organic growth but aim at filling the gap in their capabilities by partnering and acquiring (example SAP). 

Which price model should we use?

Sometimes manager have fallen into the trap of assuming too much about the way a product or service should be priced. Also consider time-share, renting, slice-share, trading products against share of the company (example HP).

	What is the cost target?


	
	Who can we partner with?

	· Is your cost target set by the strategic price?

· Can the product’s raw material be replaced by unconventional, less expensive ones?

· Did you significantly eliminate, reduce and outsource high cost, low value additives in your value chain?

· Can you reduce costs by digitising assets or activities?


	
	· What capabilities do you need to achieve the value proposition and which ones do you lack?

· Which companies have those missing capabilities?

· Based on cost, quality and speed, should you acquire those companies or partner with them?

	

	
	
	Which price model should we use?


	

	
	
	· Is your industry’s pricing model a barrier to your  business idea’s success?

· What pricing model – direct selling, leasing, time-share, slice-share or equity payment – would create a greater profit pool?

 
	


OVERCOMING ADOPTION HURDLES

Almost be definition innovators threaten the status quo and therefore provoke fear and resistance. The way to overcome can be manifold: educate the fearful. With employees an open discussion is in most cases the best way to go. The same approach is done with business partners. Even in the case that the general public is playing a significant role, the open approach is preferred and can lead to a better result at the end for all parties involved.

IF A NEW IDEA PASSES IST EVALUATION BY THE TOOLS INTRODUCED IN THIS PAPER AND IF IT IS FAIRLY COMMUNICATED TO STAKEHOLDERS, MANAGERS CAN BE CONFIDENT THAT THEY FOUND A WINNER. IT REVEALS WHAT MAKES A NEW IDEA A COMMERCIAL SUCCESS AND ENABLES COMPANIES TO DEVELOP A COHERENT STRATEGY FOR BECOMING SUCCESSFUL AT BUSINESS INNOVATION.

