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6  �  Part 1: The Core Concept, the Mindset, and the Skill That Drives Results

In marking the bars above, you might have noticed some areas in which 
there’s more you could do. Good. Keep in mind that it’s also likely only a part of 
the full results potential of your business.

Let’s go inside the upside, which can be better seen on what we call The 
Upside Map. We’ll use a fictitious company, Move It!, a large, established pro-
vider of fitness gear and training aids, to illustrate. 

In Move It!’s Upside Map, the lower portions of the bars (not to scale) rep-
resent the financial results of the business as it’s now operating. Each bottom 
bar shows the (same) current financial results, with the potential gain its upside 
element can provide shown in the bar above it. The gains vary. And they’re dif-
ferent for every business, because every business is different.

Clearly, there are a lot of things Move It! can do to boost its results, some of 
which will prove more appropriate than others. It’s also possible that only some 
of an element’s potential can be delivered, because some of the necessary actions 
don’t make economic sense, or they require unavailable resources or skills.

Also notice that, for Move It!, the potential of squeezing costs out (6th bar 
from the left) and model management practices (2nd bar from right) have lower 
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Introduction  �  7

potential gains than the others. That’s because those areas of improvement have 
been well worked over, as is typical for most companies, so there’s not as much 
potential improvement left.

The larger point is that Move It! still has a great deal of unrealized upside 
potential. And a mere 1% change in revenue or profit margin can move a public- 
company’s stock. 
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What About Your Value Proposition?
Improving your value proposition matters mightily. Apple is an example of what 
having the best value proposition in a market can do. The business with the best 
value proposition captures the lion’s share of the profits, and often, the revenue. 
The increased profitability comes about because only variable costs will increase 
as sales grow; fixed costs are, ideally, already covered. The higher the fixed costs, 
the more dramatic this leverage effect becomes. 

Your business delivers a value proposition to your customers—even if you 
have no clue what it is at the moment. So let’s get into figuring out how the cus-
tomer experiences your product or service.

Value Propositions: The Whole Story
There are a number of players and parts in any value proposition: the person 
who needs (or wants) what you provide based on, say, its advertised value prop-
osition, and often someone else, a gatekeeper, who will decide whether to go 
through with buying it. Examples:

Offering
Prospect (person who 
drives the purchase)

Gatekeeper (person who 
approves the purchase)

A child’s toy, or phone Child Parent

An industrial tool Factory worker The manager; Purchasing 

A new car The driver Sometimes no one—but it 
could be a leasing or finance 
company

An adventure vacation A married person Their spouse

Now let’s look at the reasons behind these situations, because they’re what 
lead people to buy what’s offered—reasons you can and should address in com-
municating your value proposition—your advertising (Chapter 5).

3: Honing Your Value Proposition—So More People Buy  �  49
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50  �  Part 2: The (Relatively) Quick and Easy Stuff

Offering
Prospect (person who 
drives the purchase)

Gatekeeper (person who 
approves the purchase)

A child’s toy Child: Fun! I’m cool! Parent: I’ve decided that what 
my child wants is appropriate, 
and perhaps developmental (so 
I’m a good parent). And I get an 
emotional kick out of my child 
really liking the toy.

An industrial tool Factory worker: This will 
help me work faster, make 
things easier on my hands, 
and I’ll learn a new skill (and 
maybe get a raise).

Manager: I’ll get higher 
productivity, less scrap, and 
a happier worker (at least 
temporarily).
Purchasing: I need to cover my 
backside, so I need to get a good 
price, from a reputable company.

A new car The driver: It meets my needs 
and shows people who I am.

Sometimes no one—but it 
could be a leasing or finance 
company: Got credit?

An adventure 
vacation

A married person: I’ll 
have a lot of fun and make 
memories.

Their spouse: I need to research 
this, first.

We see that many sales situations involve appealing to more than one party, 
and doing so for different reasons. And they involve addressing the concerns 
and objections of some of them. These considerations and others, as we’ll 
explain shortly, go into the design of a value proposition.

A Value Proposition Is Not…

 � About the business’s products, services, strategies, resources, or processes.

 � About the business’s competitors.

 � A mission statement (of the broad goals of the overall organization).

 � A corporate-values statement.

 � A set of corporate results targets.
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56  �  Part 2: The (Relatively) Quick and Easy Stuff

Tool What it Does 
Pages in 
their book

The Eliminate-Reduce-
Raise-Create Grid

This tool will help you see how to 
alter one or more of the popular value 
propositions in your industry to make 
them more attractive to prospects by 
taking one or more of the actions listed 
at left.

29, 35

The Buyer Utility Map This 6 x 6 map shows 36 ways in which 
a business can improve its value 
proposition. You won’t be able to say 
that there are no ways to improve the 
value you offer without really working 
through the map. Please see the book for 
explanations and examples.

147

Value-proposition design should also consider what present and potential 
competitors might do in the way of enhancing their own customer value and 
their experiences.

Perceived value is highly personal, because we each weight both the rewards 
and the other aspects of the investment through our own wants, likes and dis-
likes, and reality constraints like money and time. For example, certain rewards 
mean more to some of us; some of us are tight with money, others spendthrifts; 
some are early adopters; others don’t want to have to learn anything new.

But given all this (and customization aside), we can design value proposi-
tions that appeal more strongly to significantly large groups of people who have 
similar wants, preferences, and constraints.

People assess a value proposition, consciously or otherwise, along five 
dimensions: the benefits of the product or service offered, its quality, the exist-
ing or potential relationship with the provider, the provider’s brand, and the 
total investment (of money and the other factors mentioned earlier). While a 
business customer might judge this on a more formal basis than a consumer, the 
same criteria are used by both, if only subconsciously.

In an early paper,33 the Blue Ocean Strategy authors, Kim and Mauborgne, 
recommend using what they call “value curves” to design a value proposition. 
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68  �  Part 2: The (Relatively) Quick and Easy Stuff

That should provide a clear picture of where you are and what you’re up 
against.

After doing this for the entire list of wants and concerns, you might see ways 
to enhance your value proposition. We’ll ask you to carry out the better-same-
worse exercise again with the elements of your enhanced value proposition.

On to the worksheet! We’ll start with the first tab, shown on the next page.

1. After reviewing the Example columns (on the left), in the Your Offering 
columns (right), fill in the Who column, then what each of those you 
listed want. For each, rank them from strongest influence on the 
purchase decision to least. 

First tab

EXAMPLE: A CHILD'S PLAYTHING YOUR OFFERING

Individual Wants and Concerns 
(Ranked)

Individual Wants and Concerns 
(Ranked)

Who Rank What Who Rank What

Customer 
(school-age 
child)

1 Fun Customer

2 Challenging

3 Cool

Gatekeeper 
(parent)

1 Safe Gatekeeper

2 Fun

3 Playable

4 Educational

5 Sparks 
creativity
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EXAMPLE: A CHILD'S PLAYTHING YOUR OFFERING

Individual Wants and Concerns 
(Ranked)

Individual Wants and Concerns 
(Ranked)

Who Rank What Who Rank What

Other 
(grandmother)

1 Customer 
would love it

Other

2 Safe

3 Educational

4 Price

Related 
Entities (gov't 
consumer 
product safety 
agency)

1 Safe Related 
Entities

2. Next, merge the wants and concerns you’ve identified into the 
single prioritized list below and note any of them that various 
parties consider must-haves.

Second tab

Merged Wants and Concerns (Ranked Overall)

No. What
Must 
Have

Whose Want or Concern?

Customer Gatekeeper Others RE(s)

Chapter 3: Honing Your Value Proposition—So More People Buy  �  69
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70  �  Part 2: The (Relatively) Quick and Easy Stuff

Merged Wants and Concerns (Ranked Overall)

No. What
Must 
Have

Whose Want or Concern?

Customer Gatekeeper Others RE(s)

As preparation for the next step, write out your customers’ current 
experience with this offering in detail (shoot for at least a page), then 
continue below.

3. Below, list and rate the elements of your value proposition from 
customers’ perspectives. 

First, list all of the major elements of the value proposition you 
provide now, numbering them. As they occur to you, add any 
enhancements, identifying each with a capital letter, so you can 
easily tell them apart later in this exercise. It might well happen that 
enhancements will occur to you after you’ve gone through this entire 
exercise for the first time. That’s to be expected, as the exercise is 
designed to help you see where you might be falling short of the 
highest customer value you can provide.
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Third tab

YOUR VALUE PROPOSITION Customer's Rating of the Value- 
Proposition Element

+   Better than the competition
=   Same as the competition

‒   Worse than the competition

Value-Proposition Elements
Number exisiting elements; use A, B ... 
for enhancements

ID What Rating

Chapter 3: Honing Your Value Proposition—So More People Buy  �  71
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72  �  Part 2: The (Relatively) Quick and Easy Stuff

4. Finally, we’ll line up your value proposition, and your contemplated 
enhancements to it, with the customers’ wants and concerns.  
Start with your value proposition as it is now, the middle set of 
columns below.

Fourth tab

YOUR VALUE PROPOSITION VS. THE MARKET'S WANTS AND NEEDS,  
AND YOUR COMPETITORS' OFFERINGS

Merged Wants and 
Concerns

How Your Value Proposition Elements Address Customers'  
Wants, Concerns, and the Competition

Value Proposition Now Enhanced Value Proposition

No. What
Must 
Have

Better 
ID(s)

Same 
ID(s)

Worse 
ID(s)

Net
+  =  ‒

Better 
ID(s)

Same 
ID(s)

Worse 
ID(s)

Net
+  =  ‒

1

2

3

4

5

6

7

8

9
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74  �  Part 2: The (Relatively) Quick and Easy Stuff

10. Which could be delivered within five years (identifiers)?

11. Using the table below as a template, estimate the percentage 
revenue and profit increases you would expect to reap from each 
enhancement over time. In other words, why should you make the 
effort?

Enhancement ID Time Frame Revenue Increase (%) Profit Increase (%)

1 Year

5 Years

10+ Years

12. What will you have to do to bring each of your related entities 
along regarding each value-proposition enhancement?
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90  �  Part 2: The (Relatively) Quick and Easy Stuff

TA PPING YOUR UPSIDE:

Strengthening Your Brand’s 
Promise and Power

1. Is there room in your market(s) for a more purchase-compelling 

brand? 

2. What would its promise be? In other words, what is the want your 
promise could fulfill? It has to be something that would get the 
most people to say, “That’s for me!” One way to tackle it is to list 
the positive and negative characteristics that your brand and 
competing brands have now. 

Brand Characteristic Your brand  (+ -) Competitors’ (+ -)

3. The positive characteristics you want, but don’t yet have.
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5: Creating "I Want That!" and Triggering the Sale  �  109

Ways to Spread Your Message…

The table below suggests some of the ways to spread your message. Start by 
finding the columns headed by what you’re trying to do, then look at the row 
headings where there’s a Y (highly appropriate) or y (less so) in those columns. 
Also, bear in mind that the table’s entries are generalities, and might not apply 
in every situation.

Ways to Deliver Your Message (Y=Yes, y=Yes, but less so)

Method

Good For None (0),  
Low, Medium,  
& High
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ed

  N
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he

Re
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ng

 a
 B

ro
ad

 
Au

di
en

ce

Co
st

Eff
ec

tiv
en

es
s

Direct mail-
print

Y Y Y H L

Classified 
print ad

Y M L-M

Display 
print ad *

Y H L

Direct sale 
print ad †

Y Y Y Y H L-M

Co-op ads Y Y Y Y Y L-M varies

Print 
newsletter

Y Y Y Y Y Y M varies

Article, 
whitepaper

Y Y Y Y 0-VL M-H

Talks, 
speeches

Y Y Y Y Y Y y 0-VL M-H

PR campaign Y y Y L VL-L
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110  �  Part 2: The (Relatively) Quick and Easy Stuff

Ways to Deliver Your Message (Y=Yes, y=Yes, but less so)

Method

Good For None (0),  
Low, Medium,  
& High

Ge
ne

ra
tin

g 
Le

ad
s

Bu
ild

in
g 

Re
la

tio
ns

hi
ps

M
ak

in
g 

th
e 

Sa
le

Es
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ng
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ng
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ad
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di
en

ce

Co
st

Eff
ec

tiv
en

es
s

Emailed 
sales pitch 
(opt-in)

Y varies varies Y Y 0-VL L

Email 
newsletter

Y Y Y Y Y 0-VL varies

A blog Y Y Y Y Y Y 0 varies

Online pay 
per click

Y Y varies varies Y M varies

Online 
display ad

Y VL VL

Social media 
mention

y y y y Y Y 0-VL varies

Word of 
mouth 
(buzz)78 

y y Y Y Y 0-VL varies

Mobile ad Y Y varies L M

TV ad Y Y Y Y Y VH VL

TV 
Infomercial

Y Y Y H L

Videos 
(YouTube, 
etc.)

Y y Y Y Y Y Y 0-L varies

Radio ad Y Y Y Y y M VL
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5: Creating "I Want That!" and Triggering the Sale  �  111

Ways to Deliver Your Message (Y=Yes, y=Yes, but less so)

Method

Good For None (0),  
Low, Medium,  
& High

Ge
ne

ra
tin

g 
Le

ad
s
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ild

in
g 

Re
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ns
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ps
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th
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st

Eff
ec

tiv
en
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s

Trade shows Y y y H L

Display 
(buses, 
airports, 
outdoor)

Y y y M L

*  This ad form consists of an image, a graphic, and only a little type. It might contain a web address. 

Used for brand ads.

†  These ads are type heavy. They’re designed to sell what’s on the page, and always include “Here’s how 

to order!”

A Word About Brand Advertising...

These ads attempt to foster awareness of a brand: name recog-

nition; or to burnish the brand’s image. The focus is long-term 

improvement in the perception of the business or the offering asso-

ciated with the brand. Creating an immediate sale is not the goal.

So why bother? Good question. It might have a positive effect 

on how people feel about, or think about, the brand. Whether it 

boosts sales can be hard to answer.

The clear beneficiaries of brand ads are the ad agency and the 

media in which they place the ads. The agencies will roll out their 

shiniest “baffle them with BS” metrics in an attempt to demon-

strate the value brand ads can create from your precious ad 

budget. Whether you should bite on this apple is best decided 

based on the specifics of your business’s situation.
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5: Creating "I Want That!" and Triggering the Sale  �  115

to understand the most powerful emotional reason that people buy 
what you offer. 

The do-it-yourselves approach will also make your product-or-service-
design people exquisitely attuned to bringing that reason to full flower 
in your offering. And, it will juice the rest of your people to know what 
the offering is really about. And last, but far from least, long term, it 
could make your offering sell much better.

Now, to the “why buy?” The reason. List all the emotional reasons, 
wants and desires, why a prospect would buy the offering you selected 
above. What are its emotional benefits for that person? List them in the 
left column below, then rate them in terms of:

• Emotional impact (raw power to persuade)

• Believability

• Distinctiveness (with respect to the offering’s competition)

Reason
Emotional 
Impact Believability Distinctiveness

Then pick a reason, or a handful, to cast into messages (next step, 
below) and test.

3. Phrase your reasons in the most engaging way you can:

How can you best get your emotional benefit across, i.e., how should 
you say it? Can you put it like the sergeant did? There, the emotional 
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120  �  Part 2: The (Relatively) Quick and Easy Stuff

At the $10 price, it has to sell 800,000 units to make a $1 million profit (Fig-
ure 1).

At the 5% higher price (Figure 2), it can make $1 million without having 
to sell as many units (only about 667,000), if it can get enough people to buy 
them at the new, higher price. Overall profits could rise, if customers accept the 
increase and the number of units sold doesn’t fall much. Or, profits could fall, if 
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6: Pricing Perspectives With Legs  �  121

price-sensitive customers buy a competitor’s case, causing the number of units 
sold to drop more dramatically. Obviously, one question is how total profits 
compare in the two cases—will the higher price lead to sales of $1 million or 
more? Or not?

At the 5% lower price (Figure 3), revenue growth is shallower, so to get to that 
million-dollar profit, the business will have to sell not 667,000, not 800,000, but 
a million units. Is there enough demand, even at the lower price, to make that a 
reality? That is, regardless of price, do that many people need what the business 
offers? And what will happen to the business if it doesn’t reach that volume?

It’s necessary to understand the size of the market: how many units of what 
you sell will be bought, in total, from all of the companies that sell them? 

Essential, too, is knowing how sensitive your sales volume is to price. You 
might be able to conduct price tests in various local markets to determine this, 
then apply the results more widely, so you don’t have to choose your prices 
blindfolded.

One more, huge, point—leverage: small price changes often create much 
larger changes in profits. A 1% price drop can cause a 2.5–23.7% decrease in 
operating profit80, while a 1% price increase can bring an 11% increase in oper-
ating profit.81,82
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154  �  Part 2: The (Relatively) Quick and Easy Stuff

No. Opportunity
Cost 
Savings

Cost to 
Implement

Net 
Savings

Staff 
Time

Mgmt. 
Time Pursue?

1

2

2

3

4

5

6

7

8

9

10
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7: Deftly Managing Costs  �  155

3. Once you’ve picked the opportunities you’ll pursue (we suggest four 
or less), capture how you’ll “make it so,” below.

Opportunity No. Who will do this?
Who will lead/
coordinate it?

When will it be 
done?

UPSIDE ELEMENT A SSESSMENT: 
DEF TLY M A N AG ING COS TS

Please enter your estimates for the overall gains and challenges you expect to 
derive from your improved cost management in the corresponding row on the 
book’s Upside Element Assessment Sheet, after the index.

−

This is the last chapter covering what you can do somewhat quickly and easily to 
boost results. In the next five chapters, we’ll explore things that can have a truly 
dramatic impact on your results, but that usually take a good bit more doing. 
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160  �  Part 3: The Initiative That Takes More Doing

1. A Needed Task (A Job to Be Done)
As covered in Chapter 3 (Value Propositions), Christensen et al.’s Competing 
Against Luck124  takes finding worthwhile opportunities, things that people need 
to accomplish, into a straightforward, learnable process. Those tasks are real 
and important, but the ways they now have to accomplish them are either not 
very satisfactory, or simply don’t exist. Examples:

The Job to Be Done (the Customer Need) The Solution(s)

Ex
is

ti
ng

Rapid review and approval of 
contracts.

The fax machine; express-delivery 
services, e.g., FedEx; emailed PDFs.

Inexpensive accommodations 
away from home.

Services such as Airbnb.

A low or no-cost way to 
communicate with others, 
worldwide.

Services like WhatsApp.

A way to show off what my 
children do, to those far away.

Social media, e.g., Facebook.

More accessible transportation 
options.

Lyft, Uber.

H
ug

e,
 U

na
dd

re
ss

ed
 

O
pp

or
tu

ni
ti

es

Truly effective ways to combat 
climate change.

Pure drinking water, everywhere.

Feeding the growing population.

More widely accessible, 
affordable -or- free education.

Universal online web access.
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8: Detecting and Seizing Opportunities  �  167

TA PPING YOUR UPSIDE:

Opportunities

1. Finding Opportunities… 

Cause of 
Opportunity

Comment What We Can Do

1. A job to be done What job do your customers 
hire your product or service 
to do for them?

Are there aspects of that 
job where the solution you 
offer does not get an A, in 
terms of the experience it 
delivers?

What are they?

What can you do about 
them?

What other jobs are you 
aware of that people 
need done, that are not 
being handled to their 
satisfaction?

2. Hassles What drives people nuts? Or 
frustrates them? Can you 
do something about these?
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168  �  Part 3: The Initiative That Takes More Doing

Cause of 
Opportunity

Comment What We Can Do

3. What technology 
recently enabled

Will a new technology, or 
a novel combination of 
technologies, let you do 
something to boost results 
that you couldn’t do before?

4. Blue-
Ocean-Shift’s 
Buyer-Utility-Map 
approach

Can you find an 
uncontested and fruitful 
opportunity using this 
approach?

5. What’s missing? Can using White’s gaps 
approach provide a 
worthwhile opportunity?

6. Unexpected 
changes in an 
industry/market

What opportunities will 
trade wars, political 
movements, regulatory 
changes, shifting 
economics, and 
technological progress 
present?

7. Disconnects What should have 
happened and didn’t? Why? 
Is that a clue about a new 
opportunity?

8. Unexpected 
successes, failures, 
or events

Which businesses are 
succeeding, dramatically, 
that you wouldn’t expect 
to? How about those that 
looked like slam dunks, but 
tanked. What happened 
that no one saw coming? 
Can you forge opportunities 
from any of this?
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8: Detecting and Seizing Opportunities  �  169

Cause of 
Opportunity

Comment What We Can Do

9. Demographics Increases in an area’s 
population, or its average 
age or education level 
create demand. Are such 
changes likely to boost your 
results? Which ones?

10 .Process needs Are there opportunities to 
streamline or make more 
effective any processes 
your business now employs, 
such as sales leads passed 
from marketing to sales? or 
customer acquisition? What 
are they? 

11. Perception, 
meaning, and 
mood: societal 
changes

As society comes under 
more climate stress, 
becomes more tribal, or 
more concerned with 
income inequality, are there 
things your business can 
do to make things better in 
some way, and benefit from 
doing so?

12. Knowledge Is there a now-ready-for-
prime-time discovery out 
there that would enhance 
your value proposition? 
What would it need to be? 
Is it within your reach via an 
acquisition or a license?
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170  �  Part 3: The Initiative That Takes More Doing

2. Focusing: So that you’re ready to capture opportunities when you 
find them, or, on those all-too-rare occasions when they find you, 
make a list of the types of opportunities you will and won’t pursue.

Pursue:

Category What the opportunity is
Upside
(H-M-L) Why?

Ignore:
Category What it is Why we should ignore it
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What do you do to really understand the problems and frustrations of 
your customers?

And your prospects (others’ customers)?   

What do you do with the insights you gather? Is there a defined flow 
toward “making them so”?

6. Assessing: What is your process for evaluating potential opportunities?

Getting the upside assessment right?   

Ensuring that the opportunity is realistic, in terms of its potential financial 
rewards and its feasibility?

7. Being careful: Doing a risk assesment.

Risk Severity (H-M-L) How to mitigate?
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Risk Severity (H-M-L) How to mitigate?

How will you mitigate the risk of a “bet the business” situation?

On net, is the opportunity worth pursuing?   

Approach: Once you’ve found an opportunity you want to pursue, how, 
specifically, will you go for it?
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Can You Actually Serve the Market?
Serving a hungry market is about having something that it wants, badly, and 
having the ability to reach the market at a reasonable cost. 

The final question is whether your business can provide what the market 
wants, as few others can. Part of this is that you might well need a physical 
presence in a geographic area. It also requires the ability to create and support 
what you’d offer, and to do so better than your potential or established compet-
itors. Be brutally realistic here: dig into details, ask what-if ’s, find ways to work 
around what surfaces, if possible, or pivot to consider another market.

What Position Should We Try to 
Establish in That Market?
There is also a tool for uncovering a market position. It’s laid out in W. Chan 
Kim and Renée Mauborgne’s master work, Blue Ocean Strategy,138 another rec-
ommended purchase.

The tool, the Strategy Canvas, is a line chart. The characteristics import-
ant to those in the market are listed along the bottom. Then, each potential 
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equipment, buildings and their upkeep, and internal services like IT, finance, 
HR, and legal (more or less “fixed” costs). 

In this simple model, profit is what you have left after deducting the total 
of your fixed and variable costs from revenue. The goal is to have a business 
that operates to the right of the breakeven point on what we’ll call “the Mother 
of All Business Graphs”: a MOABG. MOABG 1, below, shows a business with 
$100,000 in fixed costs, a product that sells for $1 on average, and costs the busi-
ness an average of 75 cents ($ 0.75) to make, distribute and sell.

MOABG 1: Base Business Design
Operating to the right of breakeven means that the business is profitable. But 
there’s more to be gleaned from the graph and the numbers, which are all in 
thousands. The greater the difference between revenue and variable costs, the 
more quickly you can cover your fixed costs as revenue grows.

(For the related figures, see endnote 146.) 
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MOABG 2: Cutting Variable Costs Lets 
You Make Money with Fewer Sales 
With a 10-cent-per-unit drop in variable costs, you can become profitable selling 
29% fewer items, 285,713 versus 400,000. At the 400,000 sales volume mark, you 
would have made $40,000 rather than nothing. And at the million-unit mark, 
you’d have made $250,000 rather than $150,000.

(For the related figures, see endnote 147.) 

MOABG 3: Cutting Fixed Costs Also Lets 
You Make Money with Fewer Sales
Obviously, profitability also comes more quickly when the fixed costs are 
lower. And with today’s ability to create “asset-light” (low-fixed-cost) busi-
nesses, and the low variable costs of some lines of business, it’s sometimes 
possible to have a business with both.
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(For the related figures, see endnote 148.) 

MOABG 4: Cutting Both Types of Costs Lets 
You Make Money with Even Fewer Sales
Now, what can be done about revenue (average price times unit sales volume)? 
A wonderful lesson is provided by Ram Charan and Noel Tichy in their book, 
Every Business Is a Growth Business. Charan tells of a market in Nicaragua in 
which the vendors were charged usurious interest rates (34.5%, on an annual 
basis) for the money they needed to buy the goods they sold. And it turned out 
that each sale netted about 5% more than the goods’ costs. How could they pos-
sibly be making any money?

The vendors knew that they had to sell a lot of goods to make it. In business 
lingo, this is called turning over your inventory quickly: high asset turns. Cha-
ran and Tichy have a more descriptive word for this—velocity—sales divided by 
total assets. Colloquially, this is known as “making it up on volume.”
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(For the related figures, see endnote 149.) 

Velocity is also a key element of the health of a business: return on invest-
ment, or ROI (profit margin times velocity). ROI shows how good your business 
is at turning effort and stuff into money. ROI also determines how willing oth-
ers will be to invest in your business or loan it money. For more on velocity and 
ROI, please see Charan and Tichy’s excellent book.150

We’ll discuss the effect of price on velocity and revenue in more detail in 
Chapter 14.

Beyond the basics, you want strong ultimate potential: the ability to go 
global, the likelihood that you’ll dominate your industry (because of some real 
reason, not simply a will to win), an enduring value proposition, tolerable risk, 
etc. The power of the business design is rooted in the market-assessment find-
ings of the previous chapter, and: 

 � Its financial characteristics:

• For each item you sell, how much money will you make 
(revenue, less the item-specific costs of the sale)?
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TA PPING YOUR UPSIDE:

Crafting a Powerful 
Business Design

1. Given what we’ve covered here, do you need to change anything 
about the business you’re in, or the one you’re planning?

2. What, specifically, are those things? 

(Summarize them in the Initiative column below, then prioritize 
them based on their results impact, the likelihood that you can pull 
them off, their cost, the effort required, and risk they bring. Initially, 
it might be easier to just use High, Medium, and Low ratings for the 
four rightmost columns below. When done, check the Do? column 
for those you want to move further with.)

Do? Initiative

Results Impact Chance of 
Success Cost Effort RiskRevenue Profit
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TA PPING YOUR UPSIDE:

Product Design
1. What are the moments in the lives of those who’d buy your 

products, in which the design of those products matters in a 
meaningful way: decision to purchase (looks good, will do the 
job)? the purchase itself (low friction)? setup (a snap)? product 
performance versus expectations (delivers, keeps working)? others?

2. In the context of each of those moments, where are you now in 
leveraging product design to boost sales, on a 1 (poor) to 10 scale?

Decision to purchase 1  2  3  4  5  6  7  8  9  10

The purchase itself 1  2  3  4  5  6  7  8  9  10

Setup 1  2  3  4  5  6  7  8  9  10

Product performance 
versus expectations

1  2  3  4  5  6  7  8  9  10

Other(s) 1  2  3  4  5  6  7  8  9  10

3. And for each, why or why not? (This might seem a silly question—
the intent is to bring those reasons to mind again.)

Decision to purchase?   
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TA PPING YOUR UPSIDE:

Innovation
1. Of the types of innovation listed in the beginning of the chapter, 

which ones: hold high results-improvement potential? seem feasible? 
are likely to energize your organization so it delivers them? (In each 
row, place an H in each column that you believe merits a high score, 
then seriously consider pursuing rows with 3 H’s.)

Rate each item High, Medium, or Low

Chapter Potential Feasibility Energize

A winning customer 
experience

2

A more powerful value 
proposition

3

Fresh, high-impact ways to 
communicate it

5

An amped-up brand promise 4

Creative pricing 6

New cost-saving ideas 7

A higher-yield business 
design

10

Innovative product-or-
service designs

11

Improved solutions 12

If one or more of your improved solutions made it onto your “pursue” 
list, continue with the questions that follow. Otherwise, keep your eyes 
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20. For each significant business in your portfolio…

Financial Aspects Present Projected

a. % of firm profits

b. Economic profitability (see below)

c. % of firm’s capital required

d. % of firm’s costs

e.  Rank (leading business in the 
market, #2, laggard, etc.)

Economic profits, covered in more detail in Chapter 14, are those 
earned after all costs, including the cost of capital, are taken into 
account. Economic profit shows how good the business is at making 
real money. One good measure of economic profit is economic margin, 
defined as operating profit, less a risk-weighted cost of capital, the 
result of which is divided by invested capital. That result, a ratio, is 
expressed as a percentage. If the percentage is greater than zero, the 
business is at least making some money. The higher the percentage, 
the better. If your economic margin is negative, you have an issue to 
confront. Also, there are other economic-profitability metrics, such as 
EVA: Economic Value Added, which some prefer. A brief survey of these 
metrics can be found on page 13 of the author’s 2008 Chief Executive 
magazine article, “Leading Your Business to Maximum Results,” posted 
with their permission at greatnumbers.com/Leading_Your_Business_
to_Maximum_Results.pdf.
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21. Having reviewed the intended changes in your portfolios, what 
would be their net effects? (Working through several scenarios 
might prove helpful here.)

22. Plugging revenue leaks—where are they coming from?

Leak Size How We’ll Address

a. Supply chain

b. Demand chain

c. Base-pricing level

d. Multiprice strategy

e.  Sales and marketing integration

f. Quality management

Processes

23.  Where do you need some processes, or improvements to same?
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What Are They? Who Will Create Them?

UPSIDE ELEMENT A SSESSMENT: 
M A N AGEMENT PR AC TICES

Please enter your estimates for the overall gains and challenges you expect to 
derive from your management initiative(s) in the corresponding row(s) on the 
Upside Element Assessment Sheet, after the index. 
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Your Situation What to Do

There’s only one upside element that 
you feel is worth pursuing.

Just analyze it in The Chooser, so 
that you’re fully aware of its costs, risks, 
chance of success, the demands it will 
put on you and your people’s time, and 
your scarce resources.
If none of those indicates problems, that 
upside element is your best shot.

Your results need to be better, but they 
don’t need to be the best they can 
possibly be.

Do the exercise above with just the 
upside elements you feel best about, 
and choose your best shots from them. 
But don’t choose more best shots than 
you can handle (three or four would be 
about right).

The people expecting you to improve 
results (including yourself) have made 
clear that nothing but getting the best 
possible results and value increases is 
essential.

Do the entire Chooser exercise. 

While simple once you understand it, The Chooser can seem like a bit 
much, visually. So once again we’ll cruise into it. The next screenshot shows 
its overall structure. The upside elements are listed down the left side. Your 
revenue-goal emphasis and the upside elements’ results gains will be auto-
matically filled in from prior tabs. You’ll need to fill in the Characteristics 
columns, and the limits row at the bottom, controlling how much money and 
resources you can devote to improving results. In the Chosen Upside Ele-
ments column, you can indicate that you’d like to pursue an upside element 
by entering any character in it. That will cause its row to be highlighted in 
green, and the content of the columns to its right to be taken into account: the 
results gains, budget impacts, and resource consumption will be reflected in 
the totals at bottom. Then you’ll be able to see whether your upside-element 
choices violate any limits.
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The capital and expense budgets above require some explanation… 
Some of your upside initiatives might cost little to nothing, such as bet-

ter leveraging your assets, or getting sales and marketing to work as one, both 
addressed in Chapter 13. You’ll need to fund others using what we’ll call your 
improvement budgets: for both capital and expense.

You obviously now have both types of budgets; they pay for what you’re 
already doing, or planning to do. Funding for your improvement efforts will 
need to come from somewhere: new sources, or funds that were previously 
meant for other purposes.

In order to make reality-based decisions in The Chooser, you’ll need to 
settle on the total improvement budgets you’ll have for both expense and capital.
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The Skills Needed to Create a Prosperity Design—1 of 2  
(read down each of your best-shot columns)
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The Skills Needed to Create a Prosperity Design—2 of 2  
(read down each of your best-shot columns)
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TA PPING YOUR UPSIDE

Your Prosperity Design
1. If you’re not going to personally lead the effort, appoint a 

Prosperity Design czar to direct the design’s creation and 
implementation. Who is that?

2. For each of your best shots from Chapter 14, understand when 
it should be kicked off and when it should start to contribute to 
results.

No. Best Shot
Begin Work 
on It By

Expect 
Results By

1.

2.

3.

4.

5.
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3. For each best shot, assess what you’re going to need in the way of: 
someone to own making it so (if you’re going to delegate it), what 
current initiatives it needs to mesh with, what skills and resources it 
will need, and what organizational alignments and agreements you 
will need. 

Best 
Shot 
No.

Owner’s 
(initials)

Related 
Current 
Initiatives

Skills and 
Resources 
Needed

Organizations 
Involved

Agreements 
Needed

1.

2.

3.

4.

5.

The Most Important Thing

Begin. Today, if you can. You, and those who are counting on you, deserve it. I 
wish you wisdom, perseverance, luck, and a healthy dollop of prosperity!
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146. Base numbers for MOABG 1, the Product Business (in thousands)

Units Sold Revenue Variable Cost Total Cost Profit

100 $100 $75 $175 $ -75

200 $200 $150 $250 $ -50

300 $300 $225 $325 $ -25

400 $400 $300 $400 $0

500 $500 $375 $475 $25

600 $600 $450 $550 $50

700 $700 $525 $625 $75

800 $800 $600 $700 $100

900 $900 $675 $775 $125

1,000 $1,000 $750 $850 $150

147. Numbers for MOABG 2, the Base Business With a 10¢ Drop in Variable Costs

Units Sold Revenue Variable Cost Total Cost Profit

100 $100 $65 $165 $ -65

200 $200 $130 $230 $ -30

300 $300 $195 $295 $5

400 $400 $260 $360 $40

500 $500 $325 $425 $75

600 $600 $390 $490 $110

700 $700 $455 $555 $145

800 $800 $520 $620 $180
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Units Sold Revenue Variable Cost Total Cost Profit

900 $900 $585 $685 $215

1,000 $1,000 $650 $750 $250

Note that both units sold and all financial figures are in thousands.

148. Numbers for MOABG 3, the Base Business With a 25% Drop in Fixed Costs.

Units Sold Revenue Variable Cost Total Cost Profit

100 $100 $75 $150 $ -50

200 $200 $150 $225 $ -25

300 $300 $225 $300 $0

400 $400 $300 $375 $25

500 $500 $375 $450 $50

600 $600 $450 $525 $75

700 $700 $525 $600 $100

800 $800 $600 $675 $125

900 $900 $675 $750 $150

1,000 $1,000 $750 $825 $175

Note that both units sold and all financial figures are in thousands.

149. Numbers for MOABG 4: the Base Business With Both a 25% Drop in Fixed Costs and 

10% Per Unit Lower Variable Costs.

Units Sold Revenue Variable Cost Total Cost Profit

100 $100 $65 $140 $ -40

200 $200 $130 $205 $ -5

300 $300 $195 $270 $30

400 $400 $260 $335 $65

500 $500 $325 $400 $100

600 $600 $390 $465 $135
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Units Sold Revenue Variable Cost Total Cost Profit

700 $700 $455 $530 $170
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Note that both units sold and all financial figures are in thousands.
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Upside Element Assessments
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