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Upcoming Events
24th Annual North American Spring Workshops & Conference – The Pal-
ace Hotel – San Francisco / April 30-May 3, 2013  
	 •	12	Workshops	to	Choose	from	on	April	30	and	May	1 
	 •	6	Keynote	Addresses	on	May	2 
	 •	18	Breakout	Sessions	on	May	3 
 
For	the	most	up-to-date	information	about	PPS	events	and	programs,	please	
visit	our	website	at	www.pricingsociety.com	frequently.
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Assessing the 
Value of Intangibles

Value modeling is a complex but im-

portant process that helps pricing pro-

fessionals quantify the value of their 

products and services versus competi-

tor offerings. But how is this process 

used when measuring the value of 

intangible benefits and communicat-

ing intangibles to consumers? Stephan 

Liozu, CPP (www.stephanliozu.com) 

is a member of the PPS Board of Ad-

visors, the Founder of Value Innorup-

tion Advisors and specializes in disrup-

tive approaches in innovation, pricing 

and value management. He earned 

his PhD in Management from Case 

Western Reserve University and can be 

reached at sliozu@case.edu.

V alue	modeling	is	a	complex	
but	rewarding	exercise.	It	is	
one	of	the	most	important	
steps	of	value-based	pricing	

during	which	professionals	quantify	the	
differential	value	of	their	products	and	
services	versus	that	of	competitors.	Iden-
tifying	and	measuring	value	drivers	re-
lated	to	product	performance	is	more	
straight	forward	because	it	uses	the	sci-
entific	and	quantitative	product	perfor-
mance	data.	Measuring	the	value	of	in-
tangible	benefits	gets	more	complicated.

What are Intangible  
Value Drivers?
Intangible value drivers typically refer 
to elements of the offering that are not 
physical in nature. They	are	part	of	the	
overall	value	propositions	but	cannot	be	
physically	touched	by	customers.	They	
are	therefore	called	intangible.	They	in-
clude	services	around	the	products,	cor-
porate	services,	as	well	as	more	emotion-

al	dimensions	of	the	value	proposition	
such	as	brand,	country	of	origin,	etc.	

Value of Services
Services	are	an	integral	part	of	a	value	
proposition.	When	the	level	of	product	
advantage	is	high,	the	value	of	services	
tends	to	be	bundled	with	the	product	
offering,	under-represented	or	not	mea-
sured	and	communicated	at	all.	Services	
can	create	high	level	of	differentiation	
whether	they	are	associated	with	the	
products	or	not.	That	differential	value	
also	needs	to	be	identified,	measured	and	
communicated	in	value	models.

The	process	requires	the	formation	of	a	
multifunctional	team	that	includes	sup-
ply	chain,	operations,	finance,	customer	
service,	sales	and	marketing.	A	value	
workshop	is	the	best	format	for	identify-
ing	each	service	condition	and	measur-
ing	the	customer	value	in	dollars	and	
cents.	Of	course,	cost	to	serve	will	be	in-
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Figure 2: Intangibles

Figure 1: Monetizing the Value of Servicescluded	in	the	equation	but	most	parame-
ters	of	service	offerings	have	to	translate	
into	customer	benefits:	cost	savings	or	
incremental	revenues.	Remember	that	
value	is	a	number	and	needs	to	be	com-
municated	crisply	as	a	number	whether	
it	is	product	or	service	related.

Value of Emotional Intangibles
Emotional	intangibles	refer	to	elements	
of	the	business	model	and	value	propo-
sition	that	create	a	different	type	of	
connection	with	the	customers.	They	
trigger	potential	positive	or	negative	re-
actions	with	customers	that	either	sup-
port	the	value	communication	process	
or	create	a	barrier	to	value	selling.	Typi-
cal	emotional	intangible	drivers	include	
brand,	country	of	origin,	risk	of	failure,	
sustainability,	security,	and	overall	risk	
for	the	business.

These	drivers,	as	you	can	imagine,	are	
more	difficult	to	measure	and	quantify	
in	terms	of	dollars	and	cents.	In	some	
industries,	you	might	not	have	to	do	this	
and	you	could	list	them	as	nice	to	have	
or	as	qualitative	components	of	your	
overall	offering.	In	others,	they	will	be-
come	your	main	value	drivers	and	you	
will	have	to	find	a	way	to	quantify	them.	
Easier	said	than	done!

1.	 Country of Origin:	There	is	cur-
rently	a	return	of	the	“made	in	
America”	label.	More	and	more	pro-
ducers	put	the	flag	of	their	country	

of	origin	on	their	labels	and	market-
ing	materials	hoping	to	stimulate	an	
interest	from	buyers	who	proudly	
value	it.	Only	a	few	of	them	actually	
monetize	the	value	of	the	country	
of	origin.	Ask	your	customers	how	
much	they	are	willing	to	pay	for	a	
product	locally.	That	is	the	only	way	
to	find	out.

2.	 Branding:	The	same	goes	for	brand-
ing	or	company	name.	While	the	
monetization	of	product	branding	
has	been	studied	in	great	depth,	the	
power	of	corporate	brands	in	the	
overall	value	proposition	begs	more	
inquiry.	What	does	it	mean	for	cus-
tomers	to	buy	from	a	family-owned	
business	or	a	large	international	and	
stable	company?

3.	 Risk of Failure:	Customers	might	
pay	a	premium	to	acquire	a	certain	
level	of	peace	of	mind.	They	want	

zero	risk	of	failure	and	the	premium	
they	pay	is	fully	justified.	Others	
struggle	about	how	to	react	with	the	
risk	of	failure.	Buying	products	and	
services	with	a	higher	risk	of	fail-
ure	is	the	equivalent	of	gambling.	
Marketers	need	to	identify	the	risk	
of	failure	for	their	relevant	applica-
tions.	How	much	downtime	does	it	
represent?	How	much	repairing	and	
replacing	might	be	needed?	Failure	
case	studies	are	a	perfect	support	to	
capture	that	risk	and	to	quantify	it.	
Then	the	message	becomes:	“are	you	
really	willing	to	take	a	$1	million	
risk	for	a	$10,000	difference	in	cost?	
Really?”

4.	 Security: The	same	principle	can	be	
applied	to	the	security	risk	and	the	
cost	of	a	security	breach	when	select-
ing	and	implementing	software	so-
lutions	for	example.	Identify	a	cus-
tomer	who	suffered	a	major	break	
of	security	and	work	with	them	at	
mapping	out	the	risk,	the	business	
disruption	and	the	relevant	costs.	
Then	build	a	case	study	to	promote	
your	value	proposition.

5.	 Sustainability: How	much	would	
your	customers	be	willing	to	pay	for	
a	“green	“product	or	a	sustainable	
solution?	Chances	are	that	no	one	is	
willing	to	pay	for	that.	You	might	
have	to	identify	customers	who	are	
willing	due	to	industry	regulations,	
technical	specifications	or	who	are	
sensitive	to	a	sustainability	message.	
Conduct	a	short	survey	to	ask	for	
their	willingness	to	pay.	Then	trans-
late	that	into	incremental	revenues	
in	your	value	model.
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Value modeling is a complex but rewarding exercise. It is one of the most important steps of value‐
based pricing during which professionals quantify the differential value of their products and services 
versus that of competitors. Identifying and measuring value drivers related to product performance is 
more straight forward because it uses the scientific and quantitative product performance data. 
Measuring the value of intangibles benefits gets more complicated. 

What are Intangible Value Drivers? 

Intangible value drivers typically refer to elements of the offering that are not physical in nature. They 
are part of the overall value propositions but cannot be physically touched by customers. They are 
therefore called intangible. They include services around the products, corporate services, as well as 
more emotional dimensions of the value proposition such as brand, country of origin, etc.  

Value of Services 

Services are in integral part of a value proposition. When the level of product advantage is high, the 
value of services tends to be bundled with the product offering, under‐represented or not measured 
and communicated at all. Services can create high level of differentiation whether they are associated 
with the products or not. That differential value also needs to be identified, measured and 
communicated in value models. 
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6.	 Overall Business Risk: Customers	
are	consistently	faced	with	more	and	
more	purchasing	options.	Whether	
they	buy	virtually,	from	established	
suppliers	or	from	emerging	ones,	
there	is	a	perception	of	business	risk	
in	their	decision	making	process.	
Measure	the	risk	of	a	supplier	going	
out	of	business	or	having	a	massive	
breakdown	is	difficult.	You	might	
have	to	calculate	the	cost	of	contin-
gency	plans	and	overall	switching	
costs.	This	is	really	tricky	especially	
from	the	seller’s	point	of	view.

Best-in-class value-oriented firms con-
duct regular market research studies. 
Capturing	voice-of-customer	data	is	the	
best	way	to	measuring	some	of	these	
emotional	drivers.	Work	with	your	mar-
keting	research	professionals	and	ask	to	
include	one	or	two	simple	questions	in	
the	next	survey.	Use	these	nuggets	of	
data	to	inform	your	value	models.	Use	
your	sales	force	to	capture	that	data	as	
well.

The Power of the  
Customer Value File
The	customer	value	file	is	the	best	place	
to	document	and	communicate	the	value	
of	your	intangible	value	drivers.	If	your	
products	are	highly	commoditized,	mea-
suring	service	and	emotional	value	com-
ponents	is	essential	to	documenting	your	
level	of	differentiation.	The	customer	
value	file	then	helps	you	in	the	commu-
nication	of	differential	value.	You	might	

not	be	able	to	measure	all	drivers	but	
start	by	listing	the	quantified	compo-
nents	and	then	list	the	rest	of	them.	The	
negotiation	process	might	be	improved	
if	you	can	show	the	history	of	value	de-
livered	to	customers	over	that	last	year	or	
the	last	quarter.	The	customer	value	file	
is	the	central	repository	for	documented	
value.

Value-based	pricing	is	a	difficult	journey	
that	requires	change	and	investments.	
Investments	in	voice-of-customer	pro-

grams	are	a	critical	and	a	necessary	part	
of	the	process.	Measuring	the	value	of	
intangibles	is	a	complex	process	and	you	
have	to	learn	how	to	ask	the	right	ques-
tions.	When	you	do	it	right	though,	you	
might	uncover	real	customer	needs,	rele-
vant	levels	of	willingness-to-pay	and	you	
might	be	able	to	communicate	intangible	
value	with	impact.

Be	bold.	Join	the	value-based	revolution!

Best-in-class value-oriented firms conduct regular 
market research studies.


