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ABSTRACT

The purpose of this article is to analyse and present some techniques that support the
design of a value proposition in the context of the outcome-economy. The proposed
techniques are intended to support traditional companies in the design of innovative
solutions. Also, the discussed techniques were compared to identify the most effective.
The study was conducted based on the information available in the literature on the
impact of the Industrial Internet of Things on the economy and creation of a value

proposition.
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INTRODUCTION

The digital revolution changed the perception of
the economy and business. Nowadays, the goal of
most IT providers is delivering systems that are as
intelligent as possible. The increased use of mobile
technologies and cloud computing initiates changes
in the design of applications and the ways of their use.
The possibility of communication between machines

and the analysis of the acquired data without human
intervention allows to monitor and automate many
processes. It drives to the growing importance of the
Internet of Things. Therefore, companies are some-
how forced to redesign their products and reorganise
activities aiming for specific benefits for the client to
survive in the market. A value proposition plays an
important role in the development of innovative
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products and services. It should be mainly focused on
understanding the client preferences, which should
be based on the use of techniques to facilitate data
collection and analysis of potential recipients.

1. OUTCOME-ECONOMY

AS A STAGE IN THE DEVELOPMENT
OF THE INDUSTRIAL INTERNET

OF THINGS

The concept of the outcome-economy was cre-
ated following the observation and analysis of the
impact the Industrial Internet of Things (IIoT) had
on business development. IIoT is understood as the
use of technology in combining the data on people,
machines, and processes through the network, con-
tributing to a new direction of economic development
(Vermesan & Friess, 2013). The concept of the Inter-
net of Things was first used by a British entrepreneur,
Kevin Ashton in 1999. He used it to name the com-
munication system of the material world with com-
puters by using sensors. This concept involves
a combination of clearly identifiable devices via
a computer network. Objects thus have the possibility
of direct or indirect data collection, processing or
exchange (Ashton, 2009). Beyond smartphones and
tablets, devises connected within the IoT are also
household appliances, lighting, and heating as well as
wearable devices, even plants (Harris, 2014). At the

nected to the Internet exceeded 7 billion. It shows the
growing importance of the Internet of Things
(Magruk, 2015). Now is considered an appropriate
moment to initiate the development of the Internet of
Things. CISCO Systems Inc. has formulated a broader
concept of this phenomenon, namely, the Internet of
Everything. This concept defines the connection of
people, processes, and data via the Internet (http://
www.ioeassessment.cisco.com/). Analysis of the
development of IIoT in economic terms distinguishes
four phases of development (Fig. 1).

Phases 1 and 2 include measures feasible in the
near future. The first step is to improve operational
efficiency. Presented activities are currently being
implemented, and will probably accelerate in the next
two years. Phases 3 and 4 include forecasted trends,
resulting from the growing influence of the IIoT. They
are referred to as the outcome economy and pull
economy. The outcome economy is based on the
quantitative capabilities arising from the application
of the IToT. The economy based on sales products and
services will change the direction of the development
towards selling measurable outcomes (Industrial
Internet..., 2015). “Companies create value not just by
selling products and services, but by delivering complete
solutions that produce meaningful quantifiable busi-
ness outcomes for customers” (Barkai, 2016, p. 3).
The term outcome should be understood as indica-
tors that reflect the capacity of the enterprise to meet
specific market needs, not the product specifications,
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Source: (Industrial Internet..., 2015).
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for example, horsepower. This is a big change that can
bring modification of the basic structures of the
industry and market competition. So far, the com-
pany based its operation on delivering high-quality
products or services, competitive prices, creating
a brand by building relationships with customers.
The current technologic development forces produc-
ers to lean towards a more precise knowledge of
preferences and attempts to predict customer needs.
Running a business based on cooperation will be an
important issue in the economic development.
Experts from Accenture, telling about the outcome
economy, use the following wording: “Hardware
producing hard results”. Enterprises operating in the
traditional market will have to cooperate with part-
ners who will provide them with the appropriate
hardware and software. This will help move products
from the physical business world to the digital market
(Accenture Technology..., 2015). The main purpose is
no longer the new products and services design.
Companies will seek to improve the current offer by
digital technology. In the long term, companies will
be able to generate value without having the neces-
sary resources. They will be able to rely on the assets,
that in whole or in part, belong to others (Barkai,
2016). Some examples of the market functioning
according to this model are already available, for
example, Uber (http://www.uber.com) or Airbnb
(http://www.airbnb.com). This solution provides the
customer with the best value proposition resulting
from the purchase of offered goods. The above-men-
tioned actions lead to phase 4, which is the spread of
the IToT in every industry. As a result, it leads to the
possibility of determining the level of demand in real-
time and highly automated and flexible production
networks. The described phenomenon is referred to
as the pull economy (Industrial Internet..., 2015).

2. IMPORTANCE OF THE VALUE
PROPOSITION IN THE CONTEXT
OF THE OUTCOME-ECONOMY

In practice, the concept of a value proposition is
often thought to be the same as an offer of the com-
pany. However, the value proposition is not about
presenting specific products or services offered by the
company. The value proposition is the reason why
customers choose the offer made by a company rather
than its competition. In other words, the value propo-
sition is the aggregate of benefits provided by custom-

ers using products or services (Osterwalder & Pigneur,

2010).

The value proposition consists of a defined set of
components that meet the specific needs of a particu-
lar group of customers. These elements can be either
quantitative or qualitative. The elements of a quanti-
tative nature include, inter alia, price, speed, efficiency,
lower costs. A group of elements of a qualitative nature
may be: innovation, efficiency, design, brand, availa-
bility, convenience, and utility (Osterwalder & Pigneur,
2010). Great value propositions should have the fol-
lowing set of features (Osterwalder et al., 2014,
pp. 72-73):

« Embedded in a great business model;

« Focused on jobs, pains, and gains that matter to
most customers;

o Focused on unsatisfied jobs, unresolved pains,
and unrealized gains;

o  Targeting few jobs, pains, and gains, but doing so
extremely well;

« Going beyond functional jobs and addressing
emotional and social jobs;

« Aligned with how customers measure success;

« Focusing on jobs, pains, and gains that a lot of
people have or that some will pay a lot of money
for;

+ Differentiating from the competition in terms of
jobs, pains, and gains that customers care about;

« Outperforming competition substantially on at
least in one dimension;

« Difficult to copy.

Based on the presented definition of the outcome-
economy, which is oriented to the result of the actions,
a value proposition can be considered as one of the
key elements of corporate strategy. It should also be
noted that the outcome-economy is one of the stages
of development of the IIoT. Innovative solutions that
are the result of technologic development are exposed
to a high risk of failure in the market. This is the argu-
ment for companies that choose to introduce this
type of goods, and which should attach great impor-
tance to examining the interests and needs in relation
to the proposed solution.

New technologies contribute to the development
of new habits and behaviours. These, in turn, are the
new sources of economic value. This gives rise to the
need for more innovative solutions. The ability to deal
with this cycle is not dependent on the capabilities of
machines and networks but on the substantial
changes in the process value generation (Barkai,
2016). This is a big challenge for current managers,
who develop a working method based on the quanti-
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tative analysis. This option is helpful in the case of
known solutions, which have already been verified by
the market. The problem arises when the company
deals with creating innovative products and services.
Then, it is not possible to analyse the data, because
a company simply has none before testing the solu-
tion, at least in the form of a prototype. Managers
should have the ability to distinguish optimization
measures for the current state of implementation of
innovations. This does not mean that they should not
in any way verify and collect data before the intro-
duction of the new offer to the market. A compromise
is to use advanced analytical tools that do not work
well for innovative actions in favour of design meth-
ods. Managers should verify the innovative ideas on
a small scale, so as not to incur high costs at the very
beginning of the project. Data should be generated by
conducting experiments. Continuous experimenta-
tion helps to make a suggested solution more con-
vincing as well as produces new data. By doing so,
modern managers can keep their analytical standards
to a certain extent without sacrificing them to inno-
vation because of insufficient information (Martin,
2014).

3. SELECTED TECHNIQUES USED
IN THE PROCESS OF DESIGN
OF A VALUE PROPOSITION

3.1. DESCRIPTION OF THE PROCESS OF DESIGN
OF VALUE PROPOSITIONS BASED ON SELECTED
CONCEPTS

The vast majority of the methods used to define
the value proposition comes from start-ups — innova-
tive ventures looking for a scalable business model.
They are the most versatile and successful and can be
used in enterprises, which have so far operated in the
traditional market and decided to introduce their
offer on the digital market. Before discussing some
design methods, we should look at the process of
design of a value proposition. The author decided to

Customer
Validation

Customer
Discovery

Fig. 2. Steps of the customer development methodology
Source: (Blank & Dorf, 2012).

compare three approaches to building value proposi-
tions, and then indicate the necessary steps in this
process.

The first is the concept of Customer Develop-
ment, which assumes a division of all activities asso-
ciated with customers into separate processes and
incorporates them into four stages. The first two
stages relate to the search for the right business
model, while two others - to the implementation of
the defined and verified positive business model.
However, bearing in mind that the key role in the
described approach fully corresponds to the client
needs, it is possible to look at it in terms of creating
value propositions. Steps of the customer develop-
ment methodology are presents the following dia-
gram (Fig. 2). Stop signs and arrows in the diagram
indicate the need for experimentation, verification
and implementation of any changes (Blank & Dorf,
2012).

The second analysed concept is running the Lean
methodology. It is defined as “the systematic process
of iterative transition from plan A to plan B effectively,
even before running out of resources” The develop-
ment of the initial action plan should be the first step
in creating innovative solutions. It should focus on
defining the problem and groups of customers of the
company. The next step is to consider the elements
that may pose the biggest threat. In most cases, the
biggest threat is to work on a solution that ultimately
is not intended for their audience. For this reason,
first, the focus should be on elements that are associ-
ated with the highest risk (Maurya, 2012). The devel-
opment of innovative solutions can be divided into
three stages: Problem/Solution Fit, Product/Market
Fit, and Scale (Fig. 3).

The third approach discussed is the idea, which is
derived from the concept of Business Model Canvas
(BMC). In the business model per Osterwalder, value
proposition it is one of the fundamental elements
necessary for a profit of a company. Continuing the
work, the author of this concept developed a scheme
of conduct in the value proposition design. Under

Customer

Company
Building

Creation
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Problem/Solution Fit Product/Market Fit

Fig. 3. Three stages of the start-up development
Source: (Maurya, 2012).

this scheme, four steps are distinguished (Osterwal-

der et al.,, 2014):

1. Canvas - at this stage, the author proposes the
use of two patterns: Customer Profile and Value
Map, which will indicate the main characteristics,
needs and concerns of potential customers, and
then compare them with the benefits offered by
the company.

2. Design - prototyping solutions to verify the
developed assumptions.

3. Test — conducting experiments and analysis of
the collected data to minimize a risk.

4. Evolve - the introduction of the product while
continuing monitoring and analysing perfor-
mance, and possible modification of assump-
tions.

After comparing the presented concepts, it turns
out that all of them are based on a very similar flow
chart. The first step is a preliminary analysis of the
profile of a potential customer, its problems and
needs, and then a summary of the features of the
proposed solution. In other words, the company ini-
tially verifies that the offered product or service has
any value to the customer. The next step should be to
test assumptions rather than go forward with the
project implementation, as it happens in most cases.
The obtained feedback makes it possible to change
the product in the way that increases the value propo-
sition. This will allow the company to minimize the
risk of losses incurred in the form of expenditures
that occur in the absence of a product on the market.
The final step is the introduction of the final product
on the market. This does not mean the end of the
analysis of feedback from customers as it should be
continuously monitored and analysed.

Scale

sis of data on potential customers and tested solu-
tions. The author decided to describe the techniques
and tools that are currently gaining popularity. Most
of them are based on visual creation, analysis, and
exchange of information.

The first technique is the approach proposed by
Osterwalder, already mentioned in the previous sec-
tion. It is the template of the Customer Profile and the
Value Map. It is based on the concept of the Business
Model Canvas (Fig. 4). It involves creating a business
model with the use of a template consisting of nine
fundamental elements. A value proposition is placed
in the central part of the model (Osterwalder
& Pigneur, 2010).

The primary tool for supporting the development
of the contents of fields that describe the customer
segments and the value proposition is the Empathy
Map (Fig. 5). The use of the Empathy Map aims to
develop a profile of a potential customer. It helps to go
beyond the typical demographic characteristics of the
target audience and better understand the environ-
ment, behaviour, concerns and aspirations of its peo-
ple. The acquired knowledge helps to build more
efficient business models, and the creation of the
customer profile leads to the development of a better
value proposition, efficient methods of contact with
customers, and more appropriate relationship with
them. In other words, the customer profile of the
customer to better understand what it is willing to
pay (Osterwalder & Pigneur, 2010).

The Value Proposition Canvas (VPC, Fig. 6) is to
discuss and design connections between the Empathy
Map and fields of the BMC. VPC focuses exclusively
on two fields maps, namely value proposition and

3.2. CHARACTERISTICS Key Key Value Customer Customer
OF SELECTED TECHNIQUES Partners Activities Proposition | Relationships | Segments
FOR THE DESIGN OF A VALUE
PROPOSITION Key Channels
Resources
Tbe literature pr0.V1des several Cost Structure Revenue Streams
techniques for the design of a value

proposition. Their main purpose is
to facilitate the collection and analy-

Fig. 4. Business Model Canvas

Source: (http://www.businessmodelgeneration.com/, 2016).
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Fig. 5. Empathy Map
Source: (Osterwalder & Pigneur, 2010).
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solutions currently used by customers and what
they consider to be too expensive, difficult or
annoying.

o Gains: The next step will be to determine the
benefits of these tasks. The benefits can be any
kind of positive emotions, social benefits, satis-
faction, savings, and increased profits. The focus
should be on finding out what pleases the cus-
tomer, the solutions he/she likes, and things that
make his/her life better.

o Products & Services: Having developed the pro-
file of the client, the company can offer a solution

that is a value proposi-

tion. In the beginning, it
should note products
and services that a value

Customer proposition contains.

Job(s)

[l e

Pain Relievers

>

Value Map

Fig. 6. Value Proposition Canvas

Source: (Osterwalder et al., 2014).

customer segments. Its task is to design connections

(distribution channels and customer relationships),

to create the products best suited to the needs of its

customers. On the one hand, VPC provides the analy-
sis of the market and customer expectations, on the
other hand, it determines the tasks that must be per-
formed to match the expectations. It may happen that
customer expectations are also concerned with the
way a service or product is built, and will force the
company to reorganise the infrastructure (Osterwal-
der et al., 2014).
Below characterized individual elements VPC:

o Customer Job (s): The beginning of the analysis
should be a thorough understanding of the target
group. It should try to find out and analyse the
tasks performed by customers every day. Atten-
tion should be focused on matters concerning
the problem area related to the proposed solu-
tion.

« Pains: This element is designed to identify any
obstacles that arise during the planning and
implementation following the above-mentioned
tasks. It will be all kinds of negative emotions,
risks, contingencies, and costs. Consider the

Customer Profile

« Pain relievers: Creat-
ing value for the cus-
tomer to either relieving
the pain or strengthen
the applicable benefits.
It should be considered
how the proposed solu-
tion affects the pain of
the potential customer.
« Gain Creators: It should
also look at the benefits
offered to the customer by the proposed product.

It should refer to a predetermined positive aspect,

which is desired by the customer.

The analysis of the customer needs, benefits and
pains clarifies at least some of the proposals that the
company can offer. It should examine each of the
proposals using the VPC. The right side of the canvas
should remain unchanged, and the left side should
produce several solutions and compare them with
each other. It can also describe the solution proposed
by the competition and make the comparison with
the own product. The Value Proposition Canvas is
a starting point to begin work on the conceptual idea.
There is no need to focus immediately on a full busi-
ness model, but to explore customer needs and exam-
ine possible solutions. The advantage of the canvas
is also to draw attention to two important areas of
value creation for the customer: benefits and pains.
That is what they should look for in a unique value
proposition for your product or service (Osterwalder
etal., 2014).

Create a persona is another technique, aimed at
creating an image of a potential customer and aiding
the design of a value proposition. Persona is a model

[ —
(o —
) —
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of a typical user of a product. The characteristics of
a persona are developed based on the analysis of data
obtained from tests performed on users. Appropriate
use of the findings supports strategic actions related
to the objectives and functionality of the designed
solution. A persona should be developed in the initial
phase of creating a prototype because the product
should be developed and optimized for users. Infor-
mation about users is acquired based on research,
such as in-depth individual interviews, focus group
interviews, surveys, statistics of website visits and
observations. They allow
getting information on

cessful. The MVP helps to save time and costs and to
carry out consumer research on a specific product,
service, and application (Maurya, 2012).

Based on the information available in the litera-
ture, the assessment was made considering the fol-
lowing criteria: the cost of the use of technique, ease
of use, required expertise and equipment, and under-
standing of the technique by all members of the
organisation. The rating of techniques was presented
in Table 1.

The cheapest, yet easiest to use techniques are the

Tab. 1. Rating of the techniques for the selected criteria

the objectives and EMPATHY VALUE MINIMUM
motives Of behaviour CRITERION Map PROPOSITION VIABLE PERSONA
. CANVAS PRODUCT
and the impact of the
A COStS 3% %k %k * ¥ * *
environment on the user.
. Ease of use *kk *kk *k *ok
Studies necessary to cre-
Required specialised expertise *EE *xE ** **
ate a persona are costly g P i
) . . P . * %k * Kk * % % * Kk
and time-consuming. Required specialized infrastructure
However, to the result is Understanding by all members of the organisation rxx ok * Rk

a developed model of
a potential user. Archived
data can be used. In the
case of construction of
a company website, there is a breath of customer
information on marketing or sales. By creating a per-
sona, a prototype is created based on the habits and
activities of the target group, and not the characteris-
tics of a designer. This allows keeping only the neces-
sary functions, all of which will be used by the
potential user (Kasperski & Boguska-Torbicz, 2008).
The analysis of the customer profile and the
desired characteristics of the solutions is followed by
the stage of creating the project product or service.
It should prepare a prototype that will be used to test
the solution on a small scale. One of the techniques is
used in the preparation of a prototyping under the
Viable Minimum Product (MVP). This is a version of
the solution that is minimally ready for the market.
It is sufficiently specific to show the prospective cus-
tomer value and allow the company to measure the
interest of the customer. The main objective of the

Kasperski & Boguska-Torbicz, 2008).

creation of the MVP is to collect as much information
as possible with the least effort. This approach allows
testing the validity of the idea. This gives a huge
advantage over the classical approach to making
products for sale. The classic approach assumes that
the process starts with the product hitting the market,
i.e. with market research, approval, logistics, manu-
facturing, marketing, sales, and customer service. It is
a very expensive operation, which may prove unsuc-

The assessment scale of techniques for each criterion ***(very good), **(average), *(poor)

Source: author’s elaboration based on (Osterwalder & Pigneur, 2010; Osterwalder et al., 2014; Maurya, 2012;

Empathy Map and the Value Proposition Canvas.
They do not require specialized facilities or expertise
or skills. They can be used successfully at the begin-
ning of work, as well as supplemented with additional
information in the later stages of a project. They can
provide the basis for two other techniques: persona
and MVP. Their use is associated with higher costs
because they require more detailed information about
potential users. In addition, in the case of the MVP,
the organisation creates the basic test version of the
product, which also requires additional funding, staft
with appropriate skills and proper technological
facilities.

CONCLUSIONS

Development of technologies contributes to
changes in every aspect of life. The digital revolution
has a significant impact on business. The use of tech-
nologies in combining the data on people, machines,
and processes through the network improves busi-
ness operations. Attempts are made to enrich the
physical goods with features based on digital technol-
ogy, which can raise the value proposition of a com-
pany. Development of the IIoT drives the economy
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toward the creation of companies whose business
models are focused on providing customer-specific
values and benefits. The presented techniques are
used in the process of designing value propositions.
They are mainly used in the initial stage of the pro-
cess, the aim of which is to accurately define prefer-
ences of potential customers. Creating a customer-
-tailored solution increases the chance of greater
interest in the product while minimizing the risk of
an unfortunate investment. The use of such tech-
niques is essential for creating innovative products, as
in the case of such solutions often lack data, based on
which managers can make decisions. The process of
creating a value proposition should start with the use
of techniques, which are simple and cheap to use.
Such techniques include, among others, Empathy
Maps and the Value Proposition Canvas. Thanks to
them, an organisation is able to develop the initial
product vision. To verify the initial assumptions,
another technique can be used, namely, the Minimum
Viable Product. It allows you to test the basic func-
tions of the product and obtain feedback from cus-
tomers to design the final solution.
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