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Approaches for Reducing Cost and Increasing Benefits Exercise

As discussed in Winning Digital Customers, a key part of digital transformation is figuring out how to use digital to offer your customers fundamentally “better deals.” The book and the supplemental video shed some light on how companies do this and offer some examples that you can use at your organization.

To start putting some of these approaches into action at your organization, show your team the “How to Increase Customer value” video, then discuss the following questions for each of the 10 approaches with your team.

This exercise serves as a thought experiment to consider for each approach, if it did fit, how would you apply it? You might discover a breakthrough. 

1) Where have we successfully implemented this approach?

2) Where are our competitive or comparative companies doing this? 

3) What specific ideas do we have to pursue this approach? 

4) How do we make this approach sustainable?

There’s no need to do all of the approaches we’ve provided, but it’s very valuable to brainstorm all of them and see where you land.

If you need a refresher on what the 10 approaches are, see Pages 2 and 3 of this document. 

Five Approaches to Reducing Cost
	Method for Reducing Cost
	Description

	Charge Less
	While competing on price alone can be a dangerous game, digital winners are finding ways to innovate production methods and make money by charging far less.

	Change Payment Models
	Subscriptions and disaggregation change the payment game. For example, Apple changed the music industry by disaggregating and selling individual tracks rather than entire albums.

	Reduce Effort
	Uber took the effort out of getting around. Removing small hassles, such as telling your driver where you’re headed and managing your expense records, adds up to less effort cost for the customer.

	Bundle Other Savings 
	Look for opportunities to save a user money that they would pay to someone else. AAA, an old-school example, sells roadside assistance but includes discounts to hotels with membership, a deal that costs AAA nothing and adds value. 


Five Approaches to Increasing Benefits
	Method for Increasing Value
	Description

	Offer More Stuff
	Consider cost-effective ways to simply give the user more, like Dropbox continuing to increase the storage included with a $99 monthly subscription. 

	Add Features
	Try to expand the features your product offers to add value. For example, Google Office massively increased the value of their "PowerPoint" competitor by enabling cloud-based, real-time collaboration. 

	Increase Shareability
	The more people that can use a single purchase, the more value it has. Apple created a family plan so that anyone in the family could use apps purchased from their app store.

	Increase Durability or Longevity
	Extending the realistic lifespan of your product extends the value. You can add value to your offer by "future-proofing" your solution so that it will be forward-compatible with the "next generation."

	Add Flexibility
	If customers can use your product in different ways, this increases the value. iPhones eliminate the need for many other products by functioning as cameras, calculators, GPS devices, word processors, currency converters, and presentation tools all at once.


