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== Value Propositions: Theory and Cases.

Outline

Introduction

The history of Marketing: The background of value propositions @
What is a value proposition?

Problem solving in the context of value propositions. @

The philosophy behind the Osterwalder Canvas @

Customer profile. Gains. Pains

Value map. Gain Creators. Pain relievers @

Fit between the Client and the Value Map @

Let’s practice. Example 1. A Global Consumer Packaged Good (CPG)
EASTER WEEK HOLIDAY No publication this week (Vacation from the 22" to 315t March) @
10. Let’s practice. Example 2. A Fast-moving Consumer Good (FMCG)

© %O NSO U K WDNS=

11. Let’s practice: Example 3. A Technological Computer Peripheral Equipment Manufacturing @
12. Let’s practice: Example 4. A Luxury Precious Stone Mining

13. Let’s practice: Example 5. A Global Transportation Services Enterprise @

14. Let’s practice: Example 6. A Financial Sector initiative

15. Let’s practice: Example 7. An agriculture-food security product

16. Strategic Reflections about Value Propositions | and Il

17. Summary and conclusions.
This outline is subject to change if the author considers it appropriate.
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=2 Value Propositions: Theory and Cases.

Tentative Schedule Program (subject to change) Page 1/4
Week 1 Week 2 Week 2 Week 3 Week 4 Week 5 Week 6 Week 7
22-01-24 06-02-24 09-02-24 13-02-24 16-02-24 23-02-24 01-03-24 08-03-24

Introduction The history of What is a value Problem Researching The philosophy Customer Value map.
Marketing: The proposition? solving in the & Updating behind the profile. Gain
background of context of knowledge. Osterwalder Gains. Pains  Creators. Pain

value propositions value No Canvas Relievers
propositions publication

toda
d saga of the year will kick-off in Aug

This outline is subject to change if the author considers it appropriate.
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Value Propositions: Theory and Cases.

Tentative Schedule Program (subject to change) Page 2/4

Week 8 Week g9 Easter Week Week 10 Week 11 Week 11 Week 12
15-03-240 22-03-24 29-03-24 05-04-24 12-04-24 19-04-24 26-04-24
(J
Es
A"“‘% ﬁ'& O'-"‘"%%? ﬁ"ﬁﬁ%
o g
Fit between Let’s Practice. Easter Vacations Let’s Let's Research, Let’s practice
customers and Example 1 No publication practice. Practice. Reading, and Example 4
value map this Friday Example 2 Example 3 Preparation
" .® o Example 4
K> %, B \%
¥ =

d saga of the year will kick-off in Aug
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Value Propositions: Theory and Cases.
Tentative Schedule Program (subject to change) Page 3/4

Week 13 Week 14 Week 15 Week 16 Week 17 Week 18
03-05-24 10-05-24 17-05-24 24-05-24 07-06-24 14-06-24
”
0%@%% "‘ua% ﬁﬂ%é
o g
Research Reading Let’s Practice. Let’s Practice. Let’s Practice. Mandatory Pause Let’s Practice. Let’s Practice.

and Preparation Example 5 Example 5. Example 5 No publication. Example 5. Example 6.

Example 5 Section A Section B Section C I was sick Section D Section E
No publication
---" ---" a ---" ---" ---"

Confirmed.
We have extended the Example 5 of the Global
Maritime Industry to 7 episodes
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= Value Propositions: Theory and Cases.
Tentative Schedule Program (subject to change) Page 4/4
N

N

st ’-Jl-xi? 5

o
9

Y

Week 19 Week 20 Week 21 Week 22 Week 23 Week 24 Week 25 Week 26
21-06-24 28-06-24 05-07-24 12-07-24 19-07-24 26-07-24 02-08-24 09-08-24
r\a Y EY % \
Fasay Areeae @'-'-@g;- @oenee @mw-;} Foeang | Areede A el
Let’s Practice Let’s Let’s Let’s Let's Strategic Strategic Summary and
Example 5 Practice. Practice. practice. Practice. Reflections Reflections Conclusions
Section F Example 6 Example 6. Example 7 Example 7 about about
Section A Section B Section A Section B CVPs CVPs
Part | Part Il

= G G

Making our audience happy matters:
Our next saga of 2024 will be “Central America: A quest of progression of economic value”, as of August 30th, 2024.
The saga “A Glance to the Foundation of Business: Trade, Warfare, Women and Slavery” has been moved to January 2025.
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Value Propositions: Theory and Cases.

Today session is only about strategic reflections. We are more than cheerier for all what we
have learned.

Please remember that we are simply at the initial step of business modeling: building the Customer Value
Proposition (CVP)

The Value Proposition Canvas The Value Proposition Canvas

Cusiomar (Sagment)

Customer
__ Segments

)

Products

e L Cost
s Structure

Adapted from ‘Business Model Generation', Alexander Osterwalder, Wiley 2012,
wwew busincssmocelgencration.com
licensed under a Creative Commons Attribution-SharcAlike 3.0 Unported License.
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Value Propositions:
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Theoretic
Frameworks to evoke
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== Value Propositions: Theory and Cases.

The distribution of people by income thresholds (updated to year 2022).

Distribution of population between different poverty thresholds, World,
1990 10 2022
This data is adjusted for inflation and for differences in the ]

pppd

High Income Class
(approx 4% of global population)

96%

above $40 a day
7 billion Middle Income Class
(approx 20.7% of global population)

1 $30-$40 a day

75.3% $20-$30 a day

6 billion
$10-$20 a day
5 billion
4 billion $6.85-$10 a day
Low Income Class
(approx 67.3% of global population)
3 billion e A.II. low income $3.65-$6.85 a
—__ citizens suffer day
- ‘multidimensional
2 billion poverty
$2.15-$3.65a
1 billion Extreme Poverty day
(approx 8% of global population)

$1-$2.15 a day
below $1 a day

1990 1995 2000 2005 2010 2015 2022
Updated on July 2024, with data from the World Bank of 2022.

OurWorldInData.org/poverty | CC BY
Note: This data is expressed in international-$* at 2017 prices. Depending on the country and year, it relates to income measured after

Data source: World Bank Poverty and Inequality Platform (2024)

Our World
inData

pppd: per person per day for a four person-household

Above $120/day

* The Middle-Class represents the 20.7% of the
population globally.

* Globally, the Middle-Class income per household is
between US$20/day pppd to US$120/day pppd

+ US$20/day pppd (for a Four Person Household) is the
low threshold for Middle-Income Class

+ US$120/day pppd is the low threshold for High
Income Class

 Our research discovery suggest that for a family of
four, the middle-class families” household income
should be between US$28,800/year to
US$175,200/year (after effective tax burden).

* The rest of the global population (75.3%) is considered
as low-income class or classified as multidimensional
poor, regardless if it is low-income or extreme poor.

* The term pppd has been used as the equivalent of
living required daily income per person for a family
four, regardless if that family has one or more famil
members generating the disposable income.

* These numbers are Net disposable income (after ta
pension-social security-public healthcare deductio

O e e ™ T iy Ty Ty,
I How to calculate the Low threshold o(isposolble
" income/year (after tax burden) for a Middle-
I 'ncome Class family of Four? (Min Global average)
\ $20/day pppd * 4 persons * 30 days * 12 months =
I $28,800/year (after income tayx, pension-social
I security, healthcare deductions)

U o o oy o T e ™ Y B .



2 Value Propositions: Theory and Cases.

Following the progression of economic value when designing CVPs

/"—--~\\
V4
Value < .

(Delfver) é a ~~r‘._'l..
(Make) &/,/' ‘i%

PO Economic progression of Value by James Gilmore and Joseph Pine I
- - Image Source adapted from: https://www.hbsp.harvard.edu/product/10288-PDF-ENG?Ntt=
- - and Randy White, White Hutchinson Leisure & Learning Group, Kansas City, MO, USA
-
“lu What are the elements to consider in the progression of economic value for every case?

03/08/2024
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== Value Propositions: Theory and Cases.

What consumers truly value is tied to the weight of priority of the perceived value of the product or
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service.

* When the CVP designer focuses on elements of
value, the product definition is based not only in
the customer gains and pain relievers, but in the
“problem solving” and “progression of economic
value” that clients foresee indirectly.

» Consumer’s reactions to preconceived concepts of
value help the CVP designers to understand what
are the priorities of value of the clients.

* The Bain Pyramid of Elements of Value helps us to
not focus only on the functional aspect, but to
don’t forget the rest of fundamental attributes at 4
levels or categories: functional, emotional, life-
changing and transcendental (social-impact
inspirational).

* The right combination of all these attributes help
entrepreneurs to create opportunities, open new
markets, refine the customer segments for the
product, and find new products and services,
otherwise never attained.

* The winner combination of values (after testing in
real life) take us from the theory to the reality, in a
successful manner.

* Fraternal Love must surround us to modify our IME SIMPLIFIES MAKES MONEY ~ REDUCESRISK ~ ORGANIZES  INTEGRATES CONNEC}Q'
products and services to avoid harm to our clients, /
to protect the environment and to restrain onm 4
ourselves from selling what is not beneficial to P E»l Ax qb@' ﬂ

i s’
h uman Ity REDUCES EFFORT AVOIDS HASSLES R‘E‘bw;;s COST QUALITY VARIETY S;r&)RY APPEAL INFORMS
Sea
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&= Value Propositions: Theory and Cases.

Checking our CVPs using problem solving process But what about the criteria for justification of a problem?
What is the philosophical criteria in the framework? The

pursuit of the satisfaction of the customer? Only?

— @ %O, » When the Value Proposition Canvas is driven only by
o 1 functional elements of value, or by the most basic low-
"%’ & e level human needs and wants, without considering the
- psychological and behavioral emotional elements of
é | c““te"‘:'a"ze value for self-transcendence (social-impact), then the
. S irrational choices of humans are leading the race of
PrOblem SOlVIﬂg .T_‘__:_; competition.
Cycle © :é o o It i.s dangerous to establigh a Iaisse;—faire economics
[ Gather info driven by the most functional basic needs and wants or
{ the subjective/emotional elements of value. As much as
em . 0 in a relationship, love is not enough for the long term,
. [[[I] o but only compatibility within several areas.
;, g:;:::;mg . ‘- * Inthe design of CVES, individualistic emqtional-
" between Prioritize & Analyze psychological functional factors may deviate CVPs to
3. Lucky Failure Select Gl pursue only economic goals, forgetting the integral
happiness of individuals in a community, or overlooking
the wellbeing of societies.
This problem-solving cycle applies to Setback * One example of wrong CVPs is the way in which
every type of problem or a pain: Szfudy Artificjal InteIIi'g.epce.has come to our era: without ‘
Difficulty Fiasco knowing our civilization has taken the wrong path with
Obstacle Natural disaster ubiquitous tech as the Internet or the Smartphones.
Challenge Malfunction (crash) * Problem solving can provide an equilibrium to an
Trouble Collapse excessive domain of irrational pursuit of needs/wants
Crisis Pain that will make our brains null and void in a
Dilemma Activities or tasks disorganized/non-regulated process for digitalization.

03/08/2024 Eleonoraescalantestrategy.com All rights reserved 2016-2024



== Value Propositions: Theory and Cases.

The practice of the Value Proposition Canvas has given us more than 15 years of consequences:

% trainings, pitfalls, lessons, and success stories. But under what philosophy of business? And in
">§ what position is this framework located in the matrix path of integrity-excellence?
_ ” What is the path and status of the framework of reference that you use for building value propositions?
Axis Y An integral
Excellence framework must be

positioned around
Quadrant Il

perfect

» Every framework of analysis
is subject to evaluation and
scrutiny after several years
of implementation by
practitioners.

* A framework may follow
different paths from 1 to 2. 1 ¢ Our interest is to kick-off the consciousness

* The cireular oo o Biees that frameworks of reference can’t be
and theory validation helps i )
to define this path static, neither one rule apply to all.

* A theoretical framework designed for the

* The problem-solving cycle
can be applied to practice of business modeling requires a

Relative
Level of

Integrity
excellence

Bad
Imperfect corroborate ornota constant review, an evolution, and a
f:rr?ttrei;vork, under specific kilosolokical rationale with s[oeci{:ic criteria,
i ® _— - If the criteria is wrongly that should be academically world-wide
Little or Relative Degree bf Ample defined, the framework evaludted and constantly established by

the different schools of thought in business
and corporate strateqy
Eleonora Escalante Strategy

A greatextent st be reviewed
academically again.

Nothing AXiS X

i e T i e

eyt Eleonoraescalantestrategy.com All rights reserved 2016-2024




Diamonds Engagement
Rings from Botswana

Example 4




= Value Propositions: Theory and Cases.

This case was considered as of two unbundled CVPs, given that most of the time (65% of
the cases) the groom buys the engagement ring as a private matter to surprise the bride.

Create synergies among the separated CVPs
and coordinate between them as necessary.

.

Customer profile How to define and identify

Integration .
these clients
+ + + + B —— End Bride The person that is the ultimate responsible
Bundled .7 |/ User/ for the choice of the product and service.
Customer ol N Decision The ultimate beneficiaries of a product or
Segments _ Maker ~ service. They can be passive or active
A Economic = Groom The person that is the ultimate responsible
Autonomy Buyer/ A for the choice of the product and service.
Decision @ The person who controls the Budget and
+ + + ----- - Maker i makes the purchase and payment
Should we keep both CVPs separate and
unbundled, or can we adjoin both in one? Or
Separation should we keep it them partially bundled
B g = =+ =4 - with some degree of autonomy?
Unbundled 1 — We kept both CVPs separate, because there are
Customer - = = © P elements of value completely different for the
S -] = = bride, in comparison to the groom’s choice of

buying the ring.
Avoid conflicts between the integrated
CVPs and allow for necessary autonomy

03/08/2024 Eleonoraescalantestrategy.com All rights reserved 2016-2024
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Value Propositions: Theory and Cases.

Let s check if we can integrate, or separate, or adjoin with some degree of autonomy both
CVPs (the CVP of the Groom and the CVP of the Bride)?

un:;o M-uu”"m Augments the
ways: formality of the
ing the confidence of relationship
GAMONG | s the D0 e | 4
It extends the It marks a before
success of the It enhances the and after in the life of
bade ready for  commitment towards.
v marriage ,
Galn Creators
It shows off Itimphies a sign Itis a hope
the new. of respect not
A unique tailer-mode ot b hac ST |iseon.
ring as @
tymbol of love. caring. oy
promise of 3
commitment and <
st
. 4 Extraordinary quality in U
.l!‘ High improved variety polishing-cutting Botswanan
of features (Diamond ,me,q,.db‘m local rep
offer) diminishes the wrong product reduces
restrictions of designs. p y anxiety
V4 2 Ethical The bride participation in
/] &n'un-bkwmv certification | the design reduces the risks
of el
The :1"“:‘4 ring World bank s L '*.mg S,
n reduces alarms.
dissatisfaction of 4 Brides truly
her family The Warranty "‘"::m:"_‘ in love with the
7| lessenstherisk | Grcumstances. Penalty ol
v of a possible ot sl y
hraak.un

BRIDE
CVP2

She feels a new Feels loved,

Receives assurance SaUS B AMVING 10 ey msp«led and
e

that he loves her

The diamond is just
perfectin fit, as Overjoyed with the

much as the groom proposal

The ring design fits
perfectly with her
requisites

The market value of the The diamond
diamond ring is kept over fing is new-one,
time - from Botswana

Feels admired and
successful by friends

GROOM .@.
CVP1

provides access customer attention at the local wma“wk v
1o ot in the
foancng _ Botswanan store and dighal bride Faw | | aiank | [T
v W‘“”““;/ A P fordoorto
Safe Top quaity Outstanding offer proposal ekl D
and "out of v-w:::; \
harm y 4 Kanury J He finds avslable | options.
ke / oh beneftsofer  / and 4Cs, Finds stamp of approval
Motivationto | Gain Creators purchase certifications, etc for the gem (nsurer)
save and Natural Diamonds. .
preparation to / v
Tailor made diamond share with bride investments s proposal s feels loved and
rings tobe Warmantyof qualtyforS | accepted by the bride-
between 2K to 6K years to-be
dollars +
Option for Low Middle-
Income Countries
.l@ Reduces the Excellent Physical+ Digital
uncertainty of advisory reduces the.
et 5 2
relationship
High quality of polished %
diamonds and jewelers of One-stop shop
Botswana lessens the doubtof | with local reps purchase reduces lack of
Botswana as new entrants in Reduce costs rdabity
, v
ndl retaifing y | of production

Why?

» Because the final result of the two CVPs show us two different conceptual meanings of the same
engagement ring. For the bride the ring represents a different concept than to the groom.
Two customer profiles which deliver two Value Maps with different meanings of the same product can't be
adjoined without conflicts. Even if both clients merge for decision making, the fact that the groom envisions
the product differently than the bride, that triggers us to keep it separate, and proceed with two separate
CVPs for creating two business models. You will be surprised at the end of the business model design.

03/08/2024
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Value Propositions: Theory and Cases.

This is our first Customer Value Proposition 1.0 for the engagement ring
Subject to review. Case of Economic Buyer (the groom)

Affordability and Transparency and professional Love and value is
provides access to customer attention at the local reflected in the Makes her bride
financing Botswanan store and digital jewel for the bride Finds affordable h
; appy and over heels He gets what he
product in Botswana paid for door-to-
Security, Safe Top quality Outstanding offer Formal proposal / . door and on time
and “out of e variety of designs accompanied with a Variety: Multiple
harm way" luxury gift He finds available options of design
transaction benefits after and 4Cs, Finds stamp of approval
Motivation to Gain Creators purchase certifications, etc for the gem (insurer)
save a_nd Natural Diamonds ..
preparation to are the future in / e
Tailor made diamond share with bride investments His proposal is Feels loved and
engagement rings to be Warranty of quality for 5 accepted by the bride- emotionally
dm !-?i’r:at:c?n’; The diamond engagement years to-be ez
. i ring elevates the contract St
Option for Low M':ddte_ and ?mnors love to his bride p Job(s)
Income Countries ¢
lee dl-ﬂ’_m‘”fd as a first Reduces the Excellent craftsmen Physical+Digital
high-yield investment uncertainty of of millenary advisory reduces the
the tradition trained risk of a wrong
relationship Botswanan design y
; ; ; diminishes the L
"_llgh quality Of polished P. doubt of good Financing package
diamonds and jewelers of One-stop shop quality bundled with the
Botswana lessens the doubt of with local reps purchase reduces lack of
_Botswa'j'"f‘ as new entrants in Reduce costs N d affordability | 4
intl retailing of production STEIEE LR
4 travel to 2 years Guarantee
| Z - Botswana to return with penalties
The amplest variety of Groomiis buy it decreases the risk of

completely sure

designs available lowers 1
she will say YES

the lack of preference
tastes

any break-up after
proposal.
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symbol of love, caring,
promise of
commitment and

respect in society |
-

S

Value Propositions: Theory and Cases.

This is our first Customer Value Proposition 1.0 for the diamond engagement ring
It is the CVP of the bride (the ultimate end user of the engagement ring)

BRIDE
CVP2

The diamond is just
perfect in fit, as
much as the groom

Love two Increases the Augments the
ways: by self- formality of the
accepting the confidence of relationship
diamond the bride
y I
It extends the It marks a before
success of the It enhances the and after in the life of
bride ready for commitment towards the bride
marriage marriage
Gain Creators I
It shows off It implies a sign It is a hope
the new of respect intensifier: not
A unique tailor-made stat:cs’ciiglher affilation single anymore
engagement ring as a communi

It shows emotional and
financial support

- She feels a new Feels loved,

Recelves assurance status is arriving to respected and
that he loves her her life cherished
Overjoyed with the E:fggt?yﬁi:.?ﬂef:ts
proposal , requisites
alns
7
The market value of the The diamond

diamond ring is kept over

High improved variety

of features (Diamond
offer) diminishes
restrictions of designs

/|

The diamond ring

Sustainable stamp

of approval by
World bank

Extraordinary quality in The
polishing-cutting Botswanan
reduces fear of buying local rep
the wrong product redljlces
anxiety 7

ica
certification

The bride participation in
the design reduces the risks

eliminates

of not selecting correctly e

Eleonoraescalantestrategy.com All rights reserved 2016-2024
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di resi$ces_ i - reduces alarms Bride i truly
Issﬁ:?f:‘:nili‘lj; ° e Warran The ring can be _ in love with the
| he rick returned under certain groom
R circumstances. Penalty
| / of a possible applies
break-up : |
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= Value Propositions: Theory and Cases.

Let s remember which elements of value were included in two CVPs, and here you will find the

prioritization differences between the bride and the gr

Social impact

BAIN & COMPANY (9

Li‘e changing
Provides
hope am..sua'
Motivation  Heirloom A"nabonlhd

Emotional
Reduces Flwardsme Nostalgia
anety
o (07 |
N4 7= %
Vielness Therapettic Fun/
valve entertainment
Functional

) S @ e @ P &

Savestmes Simplfes Uekes Reduoes Organizes Integrates Connects

k\fasgx;w>p

Roduces Avoids Roduces cost Quall Variot Somog
efiort hassies i sl appo.
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oom
Elements

of Value

Each pain reliever or gain creator
belongs to a category of Value.
Description

Category
Level

@)

Self Transcendence

Social Impact

Provides Hope

Life Changing

Self Actualization

Life Changing

Heirloom

Life Changing

Motivation

Life Changing

Affiliation and Belonging

Life Changing

N R I

Design Aesthetics Emotional
o n Attractiveness Emotional
U
o Reduces Risks Functional
@ Quality Functional
[ ] Variety Functional
AW
|i Provides access Emotional
ub@ Sensory Appeal Functional
ﬂlﬂ Reduces Anxiety Emotional
19




== Value Propositions: Theory and Cases.

Our 4"' example took us to explore the Diamond Industry of the world, and we landed into
Botswana, Africa. The entrepreneurs squad want to sell Botswanan diamond rings in

Developing countries. GROOM

Five top elements of Value for the groom CVP1: The economic buyer CVP1

Category Elements of | 2 | Category of Value. Describing the prioritization of the elements of value of the groom:

Level Value .§ Description » The progression of economic value of this CVP doesn’t start with the functional
a aspects of the engagement diamond ring.

» For the groom it is a life changing event, a diamond ring implies a utility investment
that “must” be included in the proposal: ask the bride to marry him. For the groom
is an element of hope.

Life Changing 1 Provides hope: Providing * Once the groom has matured enough to propose, it also implies a motivation to
' something to be optimistic exercise a commitment with the future wife. Nowadays, most of European and
about American couples tend to live together before announcing their engagement. But
Life Changing . 2 Motivation: Spurring that is not the case for other societies, in which the marriage is the motivation to
"T.' people to achieve their “escape” or to “ leave” the parents place.
goals * The third priority is emotional: Most grooms still prefer to do the research, evaluate
Emotional . 3 Design Aesthetics all alternative options of the diamond ring in terms of price, aesthetics, 4Cs design,
et Providing an appealing etc. But 35% of the newlyweds spend at least 3 months doing this research
form or design together to determine what ring is the best alternative for the bride. The design
Functional p Quality Aesthgtlcs is the third priority. ' . .
@ vt ling) el uelis . Then it comes th.e quality, the cost, and the reduction of risks by searching for
goods or services financing (or saving).
: : * In the USA, statistics show that most of the grooms (80%) are the economic buyers
Functional _ 5 Reducgs Cost, Saving of the diamond engagement rings.
=0 "=0 3%25%;;5:?::?5;2?5 of * Most of the grooms are aware of the hazard of divorce when buying the ring. This i
Risk: Protecti'ng T an element of stress that only the groom appraises (before the proposal), while
Losses. admitting additional debt stress about wedding-related expenses.

* Only high-income brides can support the wedding expenses, which is not the case
for Middle- or Low-Income couples, where both must save and afford (or get

indebted) for the wedding spending.
03/08/2024 _ 20
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== Value Propositions: Theory and Cases.

Our 4"' example took us to explore the Diamond Industry of the world, and we landed into—
Botswana, Africa. The entrepreneurs squad want to sell Botswanan diamond rings in BRIDE

Developing countries. CVP2
Five top elements of Value for the bride CVP2: The ultimate end user. ~
Category Elements > Category of Value.
Level of Value o Description Describing the prioritization of the elements of value of the Bride:
a + This exercise is extremely interesting. If you compare the elements of value
: . , of the groom with the elements of value of the bride, there is not match.
Social Impact 1 Self Transcendence: Helping other 5 . . I ;
people or society more broadly Why. 'The Groom is the economic byyer. The Bride is the UItl.mat.e end user
(recipient of the gift), and the meaning of the engagement ring is
T - —— " completely different for both.
Lt Creiility 2 Sell AP + For the bride, the diamond of the engagement ring is a promise of love,
f sense of personal . it t to build a familv-h hold fi ot d
R S caring, commitment to build a family-household, respect in society, an
even “status”, in consequence the first element of value is Self-
: - — — - Transcendence because it opens the door to “officialize” the opportunity of
i Gl N . e el Belengings ety building a family. Marriage is usually associated to having kids.
£ 2 people become part of a group or . A
a7 C : » The second level of progression of value for the bride is related to self-
identify with people they admire A . . . :
. . . actualization: her engagement ring is a meaningful milestone: it marks a
Emotional 3 4 Design Aesthetics before and after in the life of her and provides a sense of unique
s Proy|d|ng an appealing form or achievement.
design * The third step in priority for the bride: by using the diamond engagement
Emotional 5 Reduces Anxiety Helping people ring, she stops to be seen as “single”, and she becomes part of the “married
U‘lﬂ :61 worry less and feel more 'secure Community"l a new group to belong.
Baﬁ_ge Vda'ue : Representing » Emotionally, the fourth priority is related to three elements of value. Design
achieved Stats o Rl Aesthetics (hopefully the groom picks what she wishes), reduction of anxiet
Functional o 6 Informs Providing reliable and (a good marriage is a motive of security and less preoccupations, and a
trusted information about a topic badge value: it is the culmination of a dream come true.

* Finally, the engagement ring informs to everyone that she is not available
for any other men, and her ring is the upmost symbol of trusted informatio
about her status.

03/08/2024 . 2
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== Value Propositions: Theory and Cases.

Our 4th example took us to explore the Diamond Industry of the world, and we landed into

Botswana, Africa. The entrepreneurs squad want to sell Botswanan diamond rings in
Developing countries.

Strategic Reflections about this case:

This is a case that shows the unequivocal validation that women and men think
and feel differently regarding a specific product: a diamond engagement ring.
From the psychological point of view, the history of marketing thought took us
to the Osterwalder-Pigneur methodology of doing CVPs. And by analyzing two
CVPs, one for the economic buyer (Groom) and a second for the ultimate user
(Bride), we can detect the subtle but bold differences between men and women,

BRIDE
CVP2

GROOM
CVvP1

and between the one who pay in comparison to the one who uses the product.
* When entrepreneurs or marketing officers in corporations face the art of making

CVPs for luxury items (as expensive jewelry), the difference between the
economic buyer and the ultimate user must be crafted. If you utilize the
Elements of Value pyramid, it is so evident to appreciate these differences. In
addition, the role of religion, economic status and expectations for a future
family dissolution play a crucial role here.

» Botswana future economy success depends on how will they position the “real
diamond gem” globally in comparison to lab-diamonds.

» For example: The aspiration of a high-low-class couple (earning each of them
around 1,200 dollars per month) to buy a diamond engagement ring of $4,800
dollars, implies an investment of 4 times the salary of the groom (Assuming he
earns $1,200 net income/month). If the groom will buy it with savings, he will
have to save $300 for 16 months. If he buys it partially or totally with debt
(credit card), the groom must be completely sure that he won't divorce in the
next two years. Therefore, why this matters?

* The rate of divorce matters in the case of buying diamond rings. Why? The
diamond may be sold at a higher price than what the groom paid for it. Is this
possible?

03/08/2024 _
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The lab diamonds are not an option for the economic buyer that
sees the gift proposal as an investment. The Botswanan diamond
surpasses it in quality, and it appreciates over time (is it?). If the
marriage ends in divorce, the diamond engagement ring is seen
as a piece that can be resold. Is it possible for Botswanan
diamonds to appreciate their value over time in developing
economies?

Can Botswanan diamonds position themselves in developing
economies as unique stones that can appreciate its value as
reused gems? Are we opening a new concept in marketing
gemS‘ salvaged recycled diamonds?

Grooms in o(evelolomg economies have a problem Real diamonds
are too expensive. The grooms of our case are requesting the
o[otion of Botswanan diamonds as an investment, not as a
wedding expense. Given the Botswanan diamonds™ highest
uality, the grooms request is that in case of “divorce” can the

iamond be sold at a klgker price by the bride if ske wishes?

[



== Value Propositions: Theory and Cases.

Our 4”’ example took us to explore the Diamond Industry of the world, and we landed into
Botswana, Africa. The entrepreneurs squad want to sell Botswanan diamond rings in
Developing countries.

Strategic Reflections about this case (continuation) < “the diamonds

* This is a case that requires a new approach on how to sell diamond last forever” CVP a
engagement rings for the low-class in developing economies. To this day, good one for poor
the diamond industry has positioned the diamond as a luxury that can countries?
only be attained by rich economies. If Botswana wishes to expand its offer .
beyond the CVPs of DeBeers, their CVP must change at its core. Nogss Qtork

* |If Botswana is working hard in developing a jewelry manufacturing robust
industry, the CVP of these new jewelers must be focus outside DeBeers
traditional territories.

» This CVP has been created to help Botswanan “X" non-branded jewelry
manufacturing to move into regional retailers with an Integrated National
Brand that can compete with Tiffany, Richemont, Bulgari at their economy
segments.

» The Lab-Created diamonds will never compete against the Botswanan
Natural Diamonds, if the Botswanan diamonds are able to position elements of value, but only on life-changing for him, and social-
themselves as appreciating over time (even if second-hand). impact transcendence for her.

* In consequence, if our entrepreneurs' squad wish to sell Botswanan ""E -------- "'I“--."d""'l'-."“"‘“'.“'h ''''' I""'.‘ -------
Diamond Engagement Rings in developing economies, their CVP must be s I.‘OW_.Incon.ne.C ass In ceveloping econoieS iU NN
completely different and unique in comparison to the DeBeers successful rﬁl'g'ck)us 'd‘:\nt't}," 'r\]/'f)SJ.[ o th,em r'gorOUSIy Ll Sufnday services el
diamonds last forever of 100 years ago. . E?g etepbt eir “Chustiaiiy Won tas ) gua;anttee N p?ymten;c. b

 To create a demand of diamond in poor countries is only possible if the ,,rgofrsls,,oa:dsffer?ri:;'i;%i:f;ifee.s mria:‘]r(ljlssceetnre?ai:\)sp?rffcraéjtn;\):er?ifihey
(rarlmirrrr‘;r(_]:]t; gn\élalcliji\e/(;fcg)ur CVPs are correctly aligned with the meaning of must wo’rk because of necessity or meet the expense of o,bligation.

. ; . . for his f * In the low-class segment, there is a relationship between spending on
* In developing economies, the groom will buy a diamond for his future the engagement ring and future marital dissolution. No groom will get

In o(evelopmg economies, a groom coming from the low- Class will buy |
a diamond (between 2K to 6K US dollars) if he truly loves her. :'
At the end of the day, if he belongs to the low-class segment, and ~ }
he gives a diamond as a proposal to her, he can do it, only if he !
knows for sure that he loves her very much, beyond his own H
5
1
]
I
I
I
[}
\

expectations of marriage success.
The CVP for the low-cldss grooms can’t be based on functional

spouse 0”')_’ if he believes his marriage will en'dure' enough, only if it.is. indebted (or save) for a diamond proposal if he doesn’t believe his
seen as an investment that appreciates over time in value, and only if it marriage will last at least more than a decade.
has a financing option.

03/08/2024
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Value Propositions: Theory and Cases.

Our 4th example took us to explore the Diamond Industry of the world, and we landed into
Botswana, Africa. The entrepreneurs squad want to sell Botswanan diamond rings in

Basket Head

Developing countries. Gallry

Strategic Reflections about this case (continuation) W
Let’s practice. | invite you to visit the following website and choose a diamond Stone using the following variables. Try to \\ ‘T
find one diamond of your choice between $2K up to $5K dollars. Leave between $300 to $1,000 for the ring. <

https://www.brilliantearth.com/diamond/botswana/ -

’ Size, Carat and Price | Color, Clarity, Cut Other filters

Prong

\ > Shoulder

— >
Dizinend Shese = QO Blockchain
§ - ) E L L L L L - E U Botswana Sort 3 enabled to
£ e w0 g I H G F E D = = S check ESG
% Round Oval i 8 (= standards
2 S5 Isle
g - O GIA g Q Very Strong
X - - e 30‘ O HRD § Q Strong
n Radiant Princess Marquise Asscher Heart § D Med'um
5 ¥ ¥ ¥ ¥ ¥ L S Q Faint
v Q From 1.0 to il B
Choose between 0.25 to 15 carats. A carat 12 Sl Vs2 VST WVsz VVST IF FL E Q275 Q Good
is the unit used to measure a diamond's .:? Q Very Good
weight. One carat equals 200 milligrams or £ O Excellent
0.2 grams Q0 Good E
Q Very Good @
‘ v v v =Y = Excellent O From 3.5% to
B3 5 R a 90.7%
\g a Fair Good VeryGood Ideal Super = g ggg/m 48% to ":5_
300 $700K Ideal S ? a
03/08/2024 The explanation for each category and subcategories is perfectly described on the website if you click o
24
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Example 5.

A new strategic plan 2050
for a new global system
of trade
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An effective low-cost ship
design with a new optimum
size powered by a mix of
ecological sources of energy

imbalances

Increase the
transparency of the
supply-demand

4

A new self-

o _
o oA Value
2 ’ f

Promote, Create
and/or Rise High
Superior Naval/Ports
academic education for
all coastline nations

sustainable ecological
efficient vessel design
for all types of ships

(tested and proved) 4

Excellence
in corporate
governance

young talent to study

Accelerate the
investment in
innovation in the new

maritime economics,
logistics, transportation

ports

No more problems
with huge vessels in

- I=2 Value Propositions: Theory and Cases.

ThlS was the result of the exercise that we implemented after studying and analyzing 35
CVPs of the main stakeholders of the Global Shipping Merchant community.

Influence the
new model of
international
trade

Customer

Be profitable year
over year, to pay for
new ships

Profile 1

vessel prototypes 7

Innovation research

Gain
accountability,
schedule integrity,
service reliability.

Gain Creators

Perfect optimization per regions of
trade: trigger economic development of
a maritime industry in poor coastline

countries

will offer multiple
solutions for other
problems in shipping

Spills of
dangerous
goods jamais

Shift from a collusion
industry to a nourishing

crystal-clear operational

industry

Disrupt the current
imbalance towards
Asia-China

new disfribufion
of production hubs
will diversify sources
of revenues

Benefit economically
from the design of new
vessels of the future

Anew

Creation of local
maritime industries in
developing
economies.

conceptualization of
ports systems for
coastline countries.

e

A new network of
manufacturing hubs
per regions to
rebalance the world

from its codependence teams.

An innovation
investments strategic
plan for R&D with
multidisciplinary
do anything"”

approach in

to Asia

An agreed strategic
plan for 2050 for a new

system of

transportation/logistics
that will change the
world of trade as we

know it.

education

Reduction of
fossil fuels to
power merchant

Weak the
groupthink of
accepting easy
solutions

Create intellectual
multidisciplinary centers for
maritime problem solving ./

modernized fleet for all

Raise the importance of
naval innovation
engineering and

maritime studies globally

Huge fear to Invest
in the wrong

shipping

Eliminate the
skepticism of
investing in research
and innovation

L - r

Reduce the
fake measure
to absorb

technology/new
alternative fuel

coastline economies.

In the transition phase to eco-green fuel,
how to help the energy decision makers to
fill the green energy gap, if their operational

—

i — costs will continue depending on oil?

Not having the
budget/revenues or
good financial health
for daily operations
or to pay for the new

Benefit most
shipowners/charterers
(those with average of
7 ships

Worried
about low
freight rates

towards investing in
professionalization of

Continue being
considered as "stuck in the disorganized

Growing fleetin a

middle” manner

demolition shipyards 4 Being short in
I

Begin the reduction of
transporting petroleum
oil in tankers

A well-done strategic
plan for 35 types of
stakeholders reduce
insecurity and indecision

Reduce ignorance
of maritime
shipping and

marine life studies

A new world-trade
system decreases the
current risks of shipping
longer routes.

Stop to privilege
the philosophical
premise of bigger

ShiES are better.

decarbonization objectives

sluggishness of not
exploring beyond

03/08/2024

Economic
recessions

Forgetting
the upgrade of #°
ports for poor
€Conomies.

Will China be accepted
to co-partner with poor
economies to create new

manufacturing hubs in

other regions?
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== Value Propositions: Theory and Cases.

Example 5 was a mega exercise for us. 35 CVPs were conceptualized before drafting the
elements of value for each and all the stakeholders of the maritime industry.

Elements Each pain reliever or gain creator belongs | Category Level Elements | Each pain reliever or gain creator Category
of Value to a category of Value. Description of Value belongs to a category of Value. Level
Description
1 » Self Transcendence Social Impact
voids Hassles unctiona
&) 14 Y Avoids Hass| Functional
2 f Self Actualization Life Changing -
- 15 £ Reduces Costs Functional
=0
3 Heirloom Life Changing
@ 16 @ Increase Quality Functional
4 Provides hope Life Changing
17 r Integrates Functional
5 A Affiliation and Belonging Life Changing
____\"'/ 18 Reduces efforts Functional
B
6 ﬂlJ Reduces Anxiety Emotional
7 Ii Provides Access Emotional This case is an example of the complexity of legacy projects: 18 elements of
value for the CVP.
8 & Design Aesthetics e Each of the 35 stakeholders has its own priority of element of value.
2 »  The functional categories are more relevant for the operational players: The
9 1 ) | SavesTime Functional shipowners, the country nations with most of the fleet, shipbuilders, S&P market
— — . protagonists, charterers, freight market players, scrapping yards, private top
& Simplifies AL companies, big volume shippers, port owners, insurers and brokers.
‘ : *  The Emotional factors are crucial for ship financers (equity and bank
n [e"l Makes Money Functional representatives), classification societies and the owners of huge fleet volumes
(DWT).
12 o | ReducesRisk Functional * The Life Changing categories matter the most to academic research influencers,
cooperation agencies and regulators.
13 "~ Organizes Functional * The top Inspirational-social impact values are only correlatedly vital for those wh
- philosophically are leaving a legacy after a lifetime of experiences in the industry.
03/08/2024 27
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== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was

Category Elements > Category of Value. born as a legacy contribution that possibly will transform the
Level of Value = Description global maritime industry for the future.
S
: = Describing the global maritime industry took us more than a month and
SosEl Iz ¥ L SEl MRS we believe there are certain aspects that still need profound analysis
. from our side:
Life Changing ) et » As usual, we began with history. We started this case, with an evolution
@ study of maritime transportation of goods and services as of Babylon. We
described 5,000 years of the maritime hubs, and we followed the hub
Emotional f 3 Reduces Anxiety chronology trajectory of Professor M. Stopford: From Babylon to Tyre, then
;l\-lj Athens, Rome, Constantinople, Venice, Brugges, The Baltic Hanseatic
Functional Y 4 Avoids Hassles League, Antwerp, Amsterdam, London, the Americas (New York), Japan,
and finally, China.
* From this historic trajectory, we can perceive 4 major reflections:
Functional @ 5 Increase Quality 1. The vessels have been continuously changing to adapt to the
needs and wants of trade and goods transport. The fleet design,
SureiETe rp 6 Organizes size, ownership, relevant port hub, trading routes, power, and
[ urban development.

2. The port hub of greatest relevance has been dynamically shifting,
according to the prominence or significance of the corresponding

To procure the first CVP (version 1.0) we had to organize our elements of Ny’ - g : ) g
empire in terms of production, financing, location, & point of

value in a different way than what strategically has been pursued by the

maritime industry: economies of scale and reduction of costs. Only then it distribution of goods for trade.

was fluid to find elements of convergence within the 35 CVPs that we 3. The source of energy utilized to move the vessels has also shifted
studied. in terms of innovation archetypes that have been broken over

By elevating our elements of value, it is possible to create synergies with time.

all the stakeholders above the functional values. Eliescalante 4. Little attention has been given to sustainability or ecological

03/08/2024 maritime standards during 5000 years of sea trade. )8
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== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping

companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that

possibly will transform the global maritime industry for the future.

Understanding the global maritime industry took us, first, to understand the
premises, the organization, and the fundamentals of the shipping business.

We defined the Global Shipping industry as the foundation of International
Trade, in terms of the lowest cost medium that transports massive or high-
volume amounts of goods (in bulk, containers or specialized cargo) through the
oceans.

We described the multiple stakeholders of the industry, and we also sat the
limits of our analysis: Merchant shipping.

The goods transported by merchant ships are commodities, intermediate goods
and packaged final goods ready to sell.

The merchant shipping is classified by the type of goods: Bulk transport (wet
and dry), specialized cargo (roro, forest, refrigerated, liquid gas, chemicals; and
liners, as general cargos and containers.

We also expressed to you a philosophical discussion of the TEU (Twenty-foot
Equivalent Unit) and the GDP multiplier, as a reflection on how the container
port throughput per year could indicate the GDP growth of the world. China is
driving the container ships segment (32%), while Asia represents 66% of all
containers worldwide.

The world’s merchant fleet and its composition (January 2023) represents
105,500 vessels moving trade goods. Over half of the world fleet tonnage in
DWT is owned by Asian companies.

Finally, we also explored the ownership FOC (40% of all planet ships are
registered legally in Panama, Liberia and Marshall Islands), however the real
ownership of the global fleet is mainly in the hands of the Greeks and Asians. All
of them must face the drivers of the transport systems.

03/08/2024
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TRANSPORT SYSTEMS DRIVERS
Politics & Policy Energy & Environment

« Finance mechanisms « Governance * Energy availability
« Pricing and returns « Security * Alternative fuels
« Public / private partnerships » Regulation / taxation » Climate change

M Demography & Society Technology

+ Economic growth * Population growth * Information technologies
* Global trade * Aging / retirement * Materials technology
+ Economic integration * Urbanization * Engine technology
« Transportation costs + Changing work patterns » Automation

Source: adapted from ICF International (2008) Long Range Strategic Issues Facing the
Transportation Industry, Final Future-focused Research Framework, National Cooperative
Highway Research Program, Project 20-80, Task 2.

https.//transportgeography.org/contents/conclusion/future-transportation-systems/driver-

change-future-transportation

From here our main strategic reflection is originated in
the complexity of the shipping industry. Anywhere you
look for answers is extremely multifaceted and compounded,
when questioning who are the players, what they do, and how
they do it.

No one can generalize with this industry, because each type
of fleet answers to a specific need/want. Bulk carriers (liquid
and dry) still represent more than 69% of the dwt carried year
over year.

Every Single schism of our world is linked

to the way we use the sea. Eliescalante 29
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= I=2 Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that
possibly will transform the global maritime industry for the future.

Given the weight of relevance of the bulk carriers (dry and liquid,
represent 2/3 of the DWT per year) we also decided to do a profound
comprehension of it.
» To analyze the bulk business of shipping took us to ask what type of bulk
commodity is the most relevant in terms of utilization of vessels in the "R
planet: The answer is directly related to sources of energy: Crude Qil, Qil Energy for

constructlon

products, Steam Coal, LPG and LNG. After, the metal industry sources of (building
energy-manufacturing: Iron ore, coal, etc. materials as
« We discovered that regardless if dry or liquid bulk, humans are moving sa":'t'eg:a;’e"
through the sea sources of energy, or energy trades to fulfill the —
requirements of industry or transportation. "
* We also exhibited the philosophical meaning of bulk or massive large I" e
transportation as a constant demand of energy sources. Our civilization is Energy to support large 66
set on a non-stopping demand for energy: Energy for transportation, for (?:a"l":zﬁf;:'r;gl:::t::: %Ene?guf:rfuel
infrastructure, for manufacturing, for power generation, for food to pet-coke) ... generation,
empower our organisms. ;g:ﬁfg:?:ﬁ';:r
* The need for bulk shipping is founded in the disparity or inequality of cars, trucks, etc)

resources of energy in the world

» We also analyzed that the mentality of extracting reserves of energy from
fossil fuels has driven our transportation systems, and this is a heritage of
the mercantilism

» The pursuit of the cheapest has driven the bulk transportation business.
The economies of scale are the trigger of the low-cost per unit of
transportation. From here we can understand why the size of the fleet has
been increasing during the last 75 years.

03/08/2024

If each country on earth could supply the resources of energy
demanded by its citizens, there won't be bulk business for the
shipping industry.

Every Single schism of our world is linked

to the way we use the sea. Eliescalante 30
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s l&= Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that
possibly will transform the global maritime industry for the future. -

Our journey to comprehend the shipping industry also involved an P Cvner

analysis about the ship markets and the shipping cycles. b and
* We illustrated our audience about the 4 main shipping markets: o v %’”““‘9‘6 diff
1. The new Shipbuilding Market: 93% of all new ships (2023) are | i 4 different
built in China; South Korea and Japan. m?rkt.ets n
2. The S&P market: This is the second-hand market in which the shipping

broker plays an important role between the Shipowner and the
Purchaser.

3. The Ship Freight Market: This is the core main source of cash for
shipping companies: The charters and the Freight Derivative
Agreements (FFA).

4. Ship Recycling and Demolition Market: When the life cycle of the Contract Shipping __ . Industry Shipping
ship arrives to 20 years on average, it is time to demolish it. The l
scrap yards business takes place in India, Pakistan, Bangladesh, E O Positioning each
China and Turkey. o f-ﬂ vessel segment in
* A framework to understand the two main factors of competitive s terms of ;
iDDINg i . i - e a e economies o
cdnage o e g vty Cconemis o sleanc ifeeniaion. ¢ gy gy WD o
A ! e - . i ( | differentiation.
« And from there, each type of vessel shipping segment can be positioned in & F i—
that graph. £ g
* The elements of industry analysis for each segment must include at least: 2
market definition and structure, the supply side, the demand side, the § —
supply and demand equilibrium, competitive landscape, industry Vet
attractiveness (Porter forces), Industry cycles, critical success factors, Specialty Shipping
technological transformations and Love for the Industry. Insignificant (-) Significant (+)
03/08/2024 Differentiation 31
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== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that
possibly will transform the global maritime industry for the future.

4,000 1. Wooden sailing shlp era 2. Coal powered seatransport 3. Oil powered sea transport
A

We also were compelled to explore the shipping cycles.

* We began by exploring the definition of a shipping cycle, its two main
elements (amplitude and frequency). There are long cycles of shipping,
short-term cycles (called business cycles) and there are seasonal cycles.

» The freight rate cycles depend on the demand/supply. There is a positive
correlation between the world GDP and shipping cycles in seaborn trade.

* We discovered that there is a relationship between the pace of innovation
of human technological inventions measured in waves of time; the different
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Maritime Economics Freight Index 2000=100

. o o . 2000 THISCHARTSHOWSTHECOS'[OFSEAFREIGHT: :
stages of economic systems, the rising of new transportation systems, the 1750-2033AmRAmusn~G.Fonmmmon—n 7.Auipmation
500 THE COS’ 3

=== ==

| FELL BY 95% THANKS TO FOSSIL FUELSI

long shipping cycles, the length of the short business shipping cycles and | !

[}
- . . . yieecs: EQSxt +0.0103x3 llSS 51151x+16383 :
the cost of sea freight (adjusted for inflation). L e e s EEEEEEEEEEE
* Let’s see the graph of long wave cycles of innovation below: doodibbbopibibgegouibe
Freight rates 1741-2022 (MEFI) M
Automation
Digital networks  Robotics o o .
s Digtatton !ndour quest ?ofundzrstand th.e key fact?rs. driving this
betrocham : S .
Watgrpower Steam Electricity Eretr::;n?::cas B;:v:ect:n:;ogy ‘o In UStry' el erre. two main eXtrapo ations:
Teties Rail Chemicals Aerospace / * The cost of sea freight has move down for more than 250
ron i i . . .
b 0 Internal combustion engine o 2\ <7/_> years. Fossil fuels have been the key explanation for this, but
°°"3e o 9 //c/—)\ / any new source of green energy will be expensive first, and
4 "4 then it will go down over time (more supply competitors
5 7 X 9 pply comp :
5= — ¢ /\ .
= AN /I\ prices fall).
2 Vg / \ / s g . Tl .
£ ,yfﬁx\\// / N\ / \\u + The 6™ wave of automation, robotics, digitalization and Zero
P P / \ !/ . i .
§ Bt - . <G \\ . ' . Carbon fuel will shorten the long shipping cycle? We predict
; s Py n T ey . .
= i Wave = ZadWWavg SaWiave SN | SIUED | U it is going to happen. But it also depends on the next
1785 60 years 1845 55 years 1900 50 years 1950 d4oyears 1990 30years 2020  25years(?) . R . . .
generation of green ships, its designs and fuel technologies.

https://transportgeography.org/contents/chapter3/transportation-and-economic-development/innovation-long-wave-cycles
Source: Adapted from Hargroves, K. and M. Smith (2005) Natural Advantage of Nations: Business Opportunities, Innovation and

03/0 8/2024 Governance for the 21st Century. London: Routledge. ) 32
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== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that

possibly will transform the global maritime industry for the future.

According to Martin Stopford, there is a clean green energy
gap that no renewables will be able to fill, until year 2050.

100

50

Million dwt deliveries and new ship requirements
'

Stopford -Three Maritime Scenarios 2020-2050

cyclical ordering

250 Replacement
Wave 1: Design diesel vessels for slow speed; Demand25 ) Note—more
fine tune energy/carbon saving equipment, to years on - 7 shipswill be
new IMO standards; e —— S needed as
200 Wave 2: Develop low emission dual fuel & gas 7 the speed of
leading to hybrid ships with batteries and ,/ Ship requirement the fleetis
advanced digital systems; short sea; B28 etc 7/ “hole” aused by CV reduced
, Wave 3: Evolve designs for zero carbon, all Scenario 2 - probably
50 | elactric, ships which become available when filedwith
new power plants have been developed. specglauve or policy Wave 3
driven counter

Fuel cell,
Electric,
nuclear?

m W O N W ™M TN OMWLO N W P e ITNOMWLWOON W O™ TN O
W O O NN 0 0 00 O O O O O O O = = = N N N AN MO O M < <& T W
L I I = - B - R I 3 ) O OO0 O 0 O 0 0 0O 0 0O O O O O O O O O O
o o - o H 2N NN NN~~~

Please note that this is a scenario to illustrate the way things might develop, not a forecast, it wil almost certainly be wrong!
Figure 4: Technology scenario 2 to reach IMO 2050 CO2 target (based on trade scenario2 and shipbuilding scenario 2)

By 2030, the ship industry requires a new proven and correct engine-technology design of the

vessels that will offer a very low carbon ship. Additionally, all the existing vessels should be

reviewed through the eyes of its bio marine impact to the oceans ecosystems.

Source Image Martin Stopford 1ttps WW.Smm-
hamburg.com admin/presse/pm/ 20/Coronavirus
Stopford 20 Az.)f il 2020.pdf

03/08/2024

Technology Smart Shipping -
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This scenario has been found by British Petroleum (BP), if this
scenario is right, we can’t dismiss the fossil fuels from the
Maritime Industry (and the planet), because there isnt any
better alternative for the next 25 years.

But what we can do is to modify the formula of the fuel in such
a way that decarbonization could begin.

Decarbonization is simply a temporary measure to alleviate the
pain of using fossil-fuels, but the problem will remain there,
until the global ships use another green source of energy or a
mix that could help in the transition to new vessels powered by
new ecological technologies.

600

‘Bowoe: Martin Stoptord

550 4

500 4

450

400 -

350 4

300 -

250 1

200 7

EMERGY CONSUMPTIONS EXAJOULES

150 7

100

50 7
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== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping

possibly will transform the global maritime industry for the future.

Finally, we explored the shipping economics fundamentals.

Income (inflows) Costs (outflows)
® @, & ®

Minimize
the
Voyage

Fulfill finance
obligations

Reduce the
Cargo-Handling

Minimize
the

Maximize
Revenues by

Pay for
Periodic
Costs
(load &
discharge costs)

R ocC VC PM CHC K

Philosophically, the shipping economics rationale implies to pursue “the best
alternative mix of the last 6 variables, while stretching the combination of age and
size of the ship that can maximize its “cash in hand”.

Maintenance
of
the fleet

chartering or
operating
the ships

Operating
Costs of
the Fleet

(capital +interest)
to bankers and
equity investors

Costs of the
Ships

* Our aim in exploring how the shipping income is calculated, was based in showing you
the basic theoretical mechanisms of its calculation.

* But the COVID19 pandemic also show us what happens in practical reality: When freight
rates augment, the reasons could be of several categories beyond the mismatch
between a soaring demand and a reduced supply capacity. For example, labor
shortages, or a continued series of restrictions (because of Coronavirus), or port
congestion, or container shortages, or simply a decision making from shipowners and
charterers based on their sentiments on the supply side.

03/08/2024
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companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that

» We dedicated several days to understand how
revenue or income is received, in terms of
dwt/annum. We also found out what variables are
related to maximizing revenues: Optimum Average
Operating Speed of the vessel, loaded days at sea,
deadweight utilization, productivity, freight rate and
the deadweight of the ship

* We discussed how the Freight rate is calculated
and negotiated in the contracts (supply and
demand)

Demand side : Supply side

1. Theworld economy ‘ 1. World Fleet
| 2. Seaborne commodity trades | 2. Fleet productivity
3. Average haul | 3. shipbuilding production
4. Random shocks 4. Scrapping and losses
5. Transportcosts [ 5. Freight Revenue
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=== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that possibly will transform the
global maritime industry for the future.

In relation to the rest of cost structure factors:
We described each of them in detail, and we dedicated a long explanation of the

Voyage Costs and the rest of costs segments: GEMERAL COST CLASSIFICATION COST ITEMS
Income (inflows) c°sts (outflows) 42% Manning costs
14% Stores & lubricants
16% Herirsfa
maintenance
Maximize Minimize Minimize Pay for Reduce the Fulfill finance 12% | Insurance
Revenues by the the Periodic Cargo-Handling obligations 1.Opiimcnts oy CSQ::”%E’” 18% | General costs
chartering or Operating Voyage Maintenance Costs (capital +interest) 2. Perlodle malntenance [ Som D, 4%
operating Costs of Costs of the of (load & to bankers and '
the ships the Fleet Ships the fleet discharge costs) equity investors PM
3. Voyage costs SE'EE;?'Q'
R OC c H c Vc AT Fusal oil
4. Cargo=handling costs
‘ \ TN CHC 05| Diesel oil
24% Part costs
GST AND AGE COST AND SIZE (ECONOMIES OF SCALE) ccoaens | S84mpa —— corarane
A42%
+As the ship is older, its capital costs K reduces, | +Using a bigger ship reduces the cost (cost per K
but its Operating (OC) and Voyage (VC) costs ton, cost per TEU or per cubic meter).
increase in comparison to newer ships. *OC, VC, and K costs do not increase in 7| inerestidivigena
*New ships are more efficient due a proportion to the deadweight capacity of the
combination of technical improvements (OC vessel
and VC are lower), but its capital costs are «The only penalty of the bigger sizes is the loss o || e
higher. of flexibility at ports: not all can handle big
size, and it is hard to reduce ballast time or Figure 6.4
obtain backhaul cargoes glj'lal\;sigof t_jl'lil;r‘:ari?r -:_:Dgts ?Eufrnning_a bulk carrier
UrCE: L.omipiha Aartin TCIDCI ‘0m vanous SOUrces
Maote: This analysis is for & 10-year-old Capesize bulk carrier under the Liberian
V flag at 2005 prices. Relative costs depend on many factors that change cver
time, so this is just a rough guide.
03/08/2024 Eleonora ntestrategy.com All rights reserved 2016-2024




=== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that possibly will transform the

global maritime industry for the future. B
VESSEL TYPE 2022 H H [ 1 [
As a result of our shipping economics journey, we strategized as follows: Source; United Nations
When will bunker ships stop to transport fossil fuels in H H “ H H H [ “ H {
their vessels?

Currently, around 4 of the world fleet mobilizes fossil fuels (oil tankers). This
doesn 't seem that will change during the next 25 years.
In consequence: What is the solution?

B

OillTankers
282600

1. One thing is to stop using fossil fuels to ignite the engines and auxiliary
engines of the ships: Decarbonization. P — g Other

2. Another thing is to help countries to balance their energy matrix production ' E“_‘é‘[;‘»frf___. Gas Carrers i
locally, so stop moving oil to non-petroleum nations will unfold naturally.

3. And another thing is to design the new vessels of the future that will not . S
hurt the marine ecosystems of the oceans. i y — i

E?;;;E:l;er Ships X&
Containership Fleet By

Cargo Capacity Q3 2022

Three different issues, that must be analyzed in our CVP.

We proceeded to organize the stakeholders in 12 categories, and we
determined who was who (by rank of weight in decision making). The result e
was a matrix of 35 CVPs, and then we bundled it in one. 02,093 TEU

Containerships come in varlous sizes, depending
on their role. Here we break down the fleet by
twenty-foot equivalent unlts {TEU), a standard
measure of cargo capacity.

17,000+ TEU

MNeo-Panamax + Neo-Panamax ships are designed 1o it
000 16,500 TEL weeeemmmnaeeneeend the expanded Panama cansl and senice

i the Amerlcas and the Carlbbean, either

! from Eurapa or Asla,

Intermediate
3,000-5,593 TEU

Intermediate Nea-Panamax
5000-7,299TEU B8,0600-11,995 TEU

03/08/2024 Eleonoraescalantestrategy.com All rights reserved 2016-2024
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1= Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

The Vision 2050 project (as the entrepreneurs called it) was born as a legacy contribution that possibly will transform the
global maritime industry for the future.

Let’s see how we organized the different CVPs:

* Let’s see how many CVPs are we obliged to build for this case.

» Osterwalder-Pigneur have advised us to create different CVPs each for the different customer segments with their respective “jobs to be done”, pains
and gains.

* In total, for this legacy project, we defined 35 separate CVPs to be studied and analyzed (this is the minimum amount of CVPs).

* Each of these stakeholders should be considered with detail, because all of them have something to say in the intent to find a new integral solution
for the entrepreneurs.

* We requested the entrepreneurs to don’t provide their solution to us, until we performed the CVP analysis.

» Our goal was: As a result of the 35 CVPs, to ensemble a new solution (CVP) for them, by setting our attention to the wants and needs of all these 35

stakeholders. . . <5 .
Basic categories Additional categories

)
| | )

1 2 3 4 5 6 7 8 9 10 11 12
Segments Size of Ship Markets Per Weight Of Academic Brokers Classific. Ship Insurance Ports Regulators
type Cargo  Fleet EBITDA Seaborn Trade  Research Societies Finance
Nation Influencer

4 CVPs 4 CVPs 4 CVPs 5 CVPs 5 CVPs 3 CVPs 2 CVPs 1CVP 2 CVPs 1CVP 3 CVPs 1CVP
*Oil bunkers  Japan * Shipbuilding * Maersk * Cosco * Stopford o2 *Select one of A Bank *One * 3 Ports: * European
* Dry Bulk China * Shipowners *Hapag *MSC * 2 more Brokerag the top ten: *An equity Insurance *One from Commissio
* Containers Greece * Freight *ONE * Angelicoussis academics e firms DNV, Lloyds, investor company China n/IMO
*Gas/alterna  Singapore Market * HMM «Starbulk to be ClassNK, * Rotterdam

tive fuels *Scrapping *ZIM « Teekay selected ABS, Veritas, «Singapore

etc.

03/08/2024 Eleonoraescalantestrategy.com All rights reserved 2016-2024




== Value Propositions: Theory and Cases.

The entrepreneurs contacted us to help them to introduce a disruptor Project to 5 shipping
companies: Maersk, MSC, Cosco Group, CMA CGM Group and Hapag-Lloyd.

But we offered to them the most wide-ranging CVP to fulfill the The Vision 2050 project (as the entrepreneurs
expectations of all the main stakeholders of the global maritime called it) was born as a legacy contribution that
industry. possibly will transform the global maritime
industry for the future.
SHIP OWNING Turkey 9 1766 : : L
TOP 10 NATIONS EX3a Russia [P Strategic Reflections (continuation)
ussia I 1841 » Our result after preparing and analyzing 35 CVPs was to
o £ i= China HK SAR 71 1842 propose (for the first time in history) an integral and agreed
J3pan china Greece Norway ™ 1918 strategic plan for 2050, to design a new system of

$206.789 $204,070 $769,3%

Total Vahue [USO mi} Yot Vanw SO mil) Yotal Vakvw >0 mil) Germa ny r_‘
C: T I[N :
Q

transportation and logistics that could change all the
current complexities of the world of trade as we know it.

1 2458

v 4 N4 Indonesiz * This strategic plan is accompanied of three additional
USA Singapore South Korea Norway .
$99,862  $85654  $67,018  $59,344 i 1 products: : ! .
iyt EERI Gaoons Slef: 2813 1. A new self-sustainable ecological efficient vessel
slla % ¥ ! 1 4023 design for all types of ships (tested and proved)
A A= N
oK I e Ko, chica Gleece B W 2936 2. A new conceptualization of port systems for

$53,832 $49,486 $44,715

Total Value (USO mil} Totat Value SO mil} Yotal Vake (USD mil) C f

coastline countries
3. Aninnovation investments strategic plan for R&D
with multidisciplinary teams (including the Sealife
marine scientists).
* In addition, 4 new projects were identified: one related to
education for all coastline nations, another one related to

F " 8839

o Vessels\(alqe

https.//www.hellenicshippingnews
.com/greece-maintains-top-3-

position-as-world-maritime- Made with data from
et et T U TG https.//hbs.unctad.org/merchant-fleet/

ey local maritime industries (even if small), a new network of
manufacturing hubs per regions to rebalance from its
Every Single schism of our world is linked codependence from Asia, and finally to begin the
to the way we use the sea. Eliescalante reduction of transporting petroleum oil in tankers.

» Can you perceive the difference between our solution and
what is called decarbonization?
03/08/2024 + Our aim was to go beyond decarbonization, and we did it!
Eleonoraescalantestrategy.com All rights reserved 2016-2024 38




Example 6.

A Microfinance Initiative
for the revival of rural
abandoned villages in
Europe
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&2 Value Propositions: Theory and Cases.

Example 6 took us to help a new group of entrepreneurs with a double purpose CVP: to resuscitate the
abandoned rural villages of Spain, France, Italy and Portugal, through a microfinance solution for the

new settlers of these countryside communities.

This project took us, first, to understand the context of the ghost towns, as o\ JoBS =
well called “development traps” in Europe. "‘O:\\QO:Z:;:Z‘<,»,7 By e
» We started this interesting example with a pursuit in our mind: what ;Ww
are ghost towns in Europe, and what criteria is used to define them, e | e
identify them, and classify them. 2
* Instead of pursuing the 4 nations appointed by the entrepreneurs,

we expanded to find out what was occurring in the European Union
(EU-27).

* We began to explore three levels of urban-rural typologies used by
the European Union in the EU-27: Grid Cells (raster cells of 1 km2);
LAUs or Local Administrative Units, and NUTS (Nomenclature of
Territorial Units for Statistics).

Why do we separate rural from urban areas
according to the following paradigm of ideas?

1. NUTS 1: 92 major socio-economic regions with a range

What is the philosophy
and the rationale
behind migrating from
the rural to the urban
settlements?

of population between 3 to 7 million Always Poor Wealthier

2. NF|J|TS 2: 244 regions with population between 0.8 K to 3 Lower Literacy Higher literacy
million

3. NUTS 3: 1,165 small regions all over EU countries, as a Weak Health Care Services | Better hospitals/healthcare
unit of territorial analysis. Little public and private More developed

* Most of the analysis about rural/urban ratios are found at the NUTS infrastructure available infrastructure
3 level. : : "

* We decided to utilize the data given by the EU of the year 2018 or Poor housing e Better nousinglcoNCIENS
2019. It is the last year before COVID19 pandemic, that provides Only primary employment | More options of
certitude of information for our inferences. (mainly agriculture employment

Lower standard of living Higher standard of living
03/08/2024
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Value Propositions: Theory and Cases.

Example 6 took us to help a new group of entrepreneurs with a double purpose CVP: to resuscitate the
abandoned rural villages of Spain, France, Italy and Portugal, through a microfinance solution for the

few settler s of these countryside communities. 1pis project took us, first, to understand the context of the ghost

D , i, 3 SISO ER towns, as well called “development traps” in Europe.
B\ 2018 Jove S @Z}o. The European Union is imbalanced in terms of the ratio of density of population and
( i 5 - rural/urban settings.
S pe \ *  The map at your left shows the proportion of predominantly rural regions,
P ij/ ‘ intermediate and predominantly urban regions.
& I * If you observe the colors, mostly the EU is rural (green) and intermediate (semi-
(ol ol rural or suburbs-called outskirts or greenbelt communities too). If you add these

two typologies: we can infer that 90.1% of the European Union territories is rural
or quasi-rural (using NUTS3 typology)

*  Only the blue regions are predominantly urban and hold most of the people.

»  The density of population of the rural and intermediate regions wgs 109 persons
per km2; in comparison to urban cities such as Paris with 21,000 1/km2; or Hauts-
de Seine with 9,457 T /km2.

* The density of population is peculiarly low in rural-semirural (intermediate)

settings.
NUTS3 Name ID Regional Typology
COLOR Descriptor
Predominantly Urban More than 80% of the population live in urban
. Regions clusters. Rural population less than 20% of total
(9.9% of total EU27 land) population
Intermediate Regions More than 50% and up to 80% of the
z, o) AL (45.4% of total EU27 land) population live in urban clusters. Rural people
EX = e_urostf.lt- between 20% and 50% of total residents.
A © EuroGeograp © UN-FAO © Turksta
Il Predominantly urban regions Cartoguapty: Euaial - GRCE, i Predominantly Rural At least 50% or more of the population live in
[0 intermediate regions L N Regions (44.7% of total rural grid cells
Predominantly rural regions 0 = EU27 |and)
3/08/2024 41
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Value Propositions: Theory and Cases.

Example 6 took us to help a new group of entrepreneurs with a double purpose CVP: to resuscitate the
abandoned rural villages of Spain, France, Italy and Portugal, through a microfinance solution for the

new settlers of these countryside communities. p; project took us, first, to understand the context of the ghost
towns, as well called “development traps” in Europe.

Projected median age of population, by NUTS 3 regions, 2050

(The age at which exactly one half of the population is older than it and the other half is younger.) The Europ ean Union is g ettin g old.
2050 o ] 2™« The EU has projected that in 25 years from now (2050), more than 90% of
0. A .v, “,’ European towns will have a median age above 51 years old.
<o{ = = ® * In the case of rural regions, 65% of EU rural farms are run by farmers aged 55 and
i Martinique (FR) | Guyane (FR) p lus
NN *  Only 11% of all farms are managed by people under 40 years old of age.
- - ’ ' »  The risk of abandonment of agricultural land exits in almost every nation of

St ot Europe, but it is a big issue for Spain, the south of France, Northeast of German,
Reéunion (FR) Mayotie (FR) . o o
; Ireland, Italy, Romania, Poland, and the Baltic countries.

Estimated potential risk of

P AL e D g A

Risk map of

agricultural land
o . : : & abandonment in EU28
live in 80% Of the land (100-metresresolution) in the EU\;_,» e Iev‘ol)
predominantly rural and semi- i S
[ Jrow

rural (intermediate) regions.
Currently, 50 NUTS 3 regions

; ' D~ [ ] Moderate
e | 7\ 2 [ Hion
o gro ' 2 ~ i 2R I Ve high
are already classified under the g\ _ g
name of ghost towns or : o o e

“development traps”.

N
s eurostat

fyeat) Administrative boundanes: © EutoGeographics £ UN-FAO © Turkstal

03/08/2024
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Severe material

At-risk-of-poverty deprivation

Very low
work intensity

Population:

— neither at risk of poverty,

— nor severely materially deprived,

— nor living in a household with very low work intensity,
=381.7 million

Figure 2: Number of persons
at-risk-of-poverty or social
exclusion analyzed by type of
risks, EU-28, 2015

Note: the sum of the data for the seven groups at-risk-of-poverty or social exclusion differs slightly from the total
(published elsewhere) due to rounding.
Source: Eurostat (online data code: ilc_pees01)

or social eycluszon anal /wd D/ tvpe of /Lka tU Zb 2023 (m 11 on) RYb //p/)q

An EU that loses population, also misses the mark of wealth,
social cohesion, prospects for prosperity, and the privilege to
offer quality of life to all its citizens...

03/08/2024

Eleonoraescalantestrategy.com All rights reserved 2016-2024

&2 Value Propositions: Theory and Cases.

Example 6 took us to help a new group of entrepreneurs with a double purpose CVP: to resuscitate the
abandoned rural villages of Spain, France, Italy and Portugal, through a microfinance solution for the
new settlers of these countryside communities.

This project took us, first, to understand the context of the ghost
towns, as well called “development traps” in Europe.

The European Union suffers of multidimensional poverty and income inequality.

*  The EU population was 516.2 Million on January 2018. After the COVID19 and
Brexit, there were 447 Million.
*  From 447 million EU citizens, 25.53% suffer of multidimensional poverty.

The European Union is mainly rural: 80% of all Europe in km2. Half of that is
considered as continuously abandoned by the youth.

* The regions classified as Mountains, Islands and SPAs (Sparsely Populated Areas)
represent half of that 80% of rural land in Europe.

* The abandonment of rural land has mostly occurred in Eastern and Central European
countries, Poland, Southwest Finland, all SPAs (mountainous Alps and Pyrenees).

* The high-risk abandonment land occurs and will happen in Portugal, coastal areas of
Spain, southern France, Italy, Southern Greece, Turkey, northwestern parts of Ireland
and UK, almost all Eastern European nations, and the Baltics.

The European Union is losing its biodiversity

» Who will take responsibility of the European Green Deal accomplishment in rural
lands?

* The land use is changing no one is renovating the soil used for farming or forestry c
anymore.

In summary, the EU-27 is facing one of the most difficult times

after WWII:

Rural EU is
being
abandoned

EU is
impoverishing

EU Is getting

old




= Value Propositions: Theory and Cases.

Our entrepreneurs are interested to provide financing for the resettlement

of new rural communities in Spain, France, Portugal and Italy. The Farmer’s family jobs

Let s see why do we need to understand the three indicators established by the FADN in Europe, because our
entrepreneurs wish to elevate the FNVA per AWU of farmers who will produce between 100K to 500K per year.

The Value Proposition Canvas

Custosmae sagmere)
i

Final Three important Indicators in

. Agriculture come from this diagram.
Production

The European Commission defines three - _
leading income indicators
« FNVA/AWU—Farm net value added

expressed per agricultural work unit; --

« FFI/FWU—Family farm income expressed , , :
« https.//agriculture.ec.europa.eu/system/files/2021-11/eu-farm-econ-overview-2018 en 0.p

per fa m | ly WO rk u mt »  Measuring farmers' incomes and business performance: https.//aelpitt.edu/4880/1/4880.pdf
e FNI—Farm net income *  https.//ec.europa.eu/eurostat/statistics-
’ explained/index.php ?title=Performance of the agricultural sector#Value of agricultural ou
03/08/2024 _ 44
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gricultural work Um't
WU: An AWU is an dnnual
calculation unit of labor,
where one AWU equals 2120
hours worked over the year.
Family work Unit Fwu:
concerns own (family)

labor input

i g o ™ T

> >

P T i



https://agriculture.ec.europa.eu/system/files/2021-11/eu-farm-econ-overview-2018_en_0.pdf
https://aei.pitt.edu/4880/1/4880.pdf
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Performance_of_the_agricultural_sector#Value_of_agricultural_output
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Performance_of_the_agricultural_sector#Value_of_agricultural_output

= Value Propositions: Theory and Cases.

Our entrepreneurs are interested to provide financing for the resettlement of new rural communities in
Spain, France, Portugal and Italy.

The entrepreneurs' squad wish to finance an integral community development for young farmers starting
from the basis that each Farm Family Disposable Income will be €50,000 euros/year.

Family farm unit of husband-
wife

With kids or planning to procreate kids in the next 5
years.

Below 41 years old and between 41 to 60.

Every family will be analyzed case by case to avoid
discrimination per age or racial origin.

Farm Family Disposable
Income/year

€ 50,000/year (€4,166/month)

Small Farmer Economic Class
size Farm

From 4K Euros to 50 K Euros income/month

Required Cluster of Farming
together

A small farmers’ strategic alliance of 10 to 50 small
farm owners: together their annual output must reach
the Size of 500K euros minimum or more (according
to the number of farmers-settlers)

Interests
Farmers Personal loan
Farm Production Loan

200 bps below commercial bank rate
150 bps below commercial bank rate

Grace Period

5 years

Tenor or Duration of the Loan

20 to 25 years

Collateral A specific vehicle of farming production designed to
tie the small farmers to the output, not to the land.
Incentives CAP subsidies
Eleonoraescalantestrategy.cor

Rule book for financing
The Small Farm Credit will be in two separate segments

Farm Production & Facilities

* Acquisition of the land for farming

*  CAPEX for farming: CAPEX include tractors, trucks,
autos, machinery, buildings, land improvements,
and miscellaneous capital expenditures for farming
operations

*  OPEX for farming: operating expenses, not
including depreciation and interest

» Others case by case: training in farm management,
hiring for temp. experts, etc.

* Acquisition of family house land

+  CAPEX for building/rehabilitating housing facilities
and personal relocation/amenities

*  Family Personal Utilities

* Relocation expenses

+  Temporal equivalent allowance until the farm can
produce the Farmer’s annual income of €50I§1r5

All rights reserved 2016-2024




Value Propositions: Theory and Cases.

This is our assembled Customer Value Proposition 1.0 for this case _
CVP V. 1.0

Become a small
farmer is our
entrepreneurial dream

|

Calm spirit, peace of
mind, tranquil
settings for the kids

The promise for a better
quality of life and the
opportunity to earn €50K.

Aloan facility with the
characteristics
described in slide 35

The association of
10-50 farmers fora
total output of €500K

A new community of
neighbors with the same
philosophy of life

~

A new lifestyle for a
healthy well-being.

Value Map

Live in a modern farm

[

A new business No more traﬁlc, no more

An integrated value chain e A new type of society A modern farm with agglomerations, no more design with bigger spaces
1.0 design with a previous mof;:mi?] I fair under the terms of all the benefits of e, [ TR U ST
. " in -
solved market the new farmers urban style disasters Gains improve family
s a— Healthy lfe- | G2 | o e s quaiyo e vith
~ B T : A good school with . A Good school for all the |\ £50K disposabl
style and A promise for ] g a isposable
S Financial Solution : kids of the community. .
excellent educators
\ lo i ith the Integral well- satellite rural income
Technical assistance ! (Ioan/equity) with the being for the forthe farmers campus from Good x
. ! parameters described in S region P Provide a beautiful settin Aresuscitated village
in farm management I slide number 35 family universities g A
2 I 2 for grandparents, take with all shops to attract cust
g \ g Freedom to start from them out of the city visitors/agrotourism ustomer
- EU . I T Products scratch a lovely new life Fulfills United
=] commission aid : 0 Nations SDGs 8 and bl | 1§
> | accompaniment for + L Corporate Strategy 10 4 ; .
o first 5 years } o design, and a farming Creation of ” Fear of moving _to Not prov@_ng
- I c business model for the . . an uncertain location | | excellent traditional Distancing the
£ '® : The financing business shops in The construction and ducation for kid .
v ) | o) relocation and . to start from zero eaucation for Kids family from
v Design and 1 S bureau will the village reduces good professors for
2. Implementation of a I settlement of new ezl am the stress of the the school : randparents
g New Village Society. : - ol vl L office in town farmers. 4 No_t reaching the_ The loan/equity :
] I / Pain Relievers I promise of the family | Y financial solution not Not having the
7 Farming management well being. approved basic SerVICIES/ShOpS
Minimum consumption Entertainment A municipality accompaniment from at the village
of imported things from activities at representation the EU Lose all the savings ]
abroad, to help the community at the re_gional . I 4 Lack of_s_uppprt inthe new Fear_ of not Climate
local entrepreneurs center 4 basis o e Ay T from municipality of settlement repaying the change may
A pool transportation to and BT o S e furt e landin
pool, a gym ; 3 the future
Teliy 0 e e A stlr_a_tet_-i;y to fl;!etect out the village Whatif we don’t the grace period
art-cultural E ot"::ca cfon Icts like to be farmers for
community center b SR TArmER the long run Absence of community
efore they escalate entertainment/sport experiences
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= Value Propositions: Theory and Cases.

The elements of value defined for this case were the following:

Elements | Each pain reliever or gain creator | Category

— : of Value belongs to a category of Value. Level
S B2C Pyramid Description
Elements of Value —
.:f\ Self Transcendence Social Impact
BAIN & COMPANY ()
Life changing Provides Hope Life Changing

Self Actualization Life Changing
Provides Self-
hope actuaization

90

Heirloom Life Changing

Motivation Life Changing

Design Aesthetics Emotional

Reduces Risks Functional

Quality Functional

|

(:) Affiliation and Belonging Life Changing
wal=

L

S0, Variet Functi |
s B ariety unctiona
Makes  Reduces Orgm:es lntegfaos Connects Ii Provides access Emotional
monay fisk
()
S Y U% @ Ax K Sensory Appeal Functional
Avoids Roduces cost Quality
ﬂlﬂ Reduces Anxiety Emotional
47
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Value Propositions: Theory and Cases.

When exploring example 6, we offered an economic model proposal to revive and develop
the rural abandones ghost-towns of Spain, Italy, France and Portugal.

Five top elements of Value considered for this case Category | Elements > | Category of Value.
=)
Level of Value = Description

Describing the prioritization of the elements of value of the groom: a
* From the last slide elements of value, we only 6 as the priority, in our quest Social Impact 1 Self Transcendence: Nothing is as

for building our CVP. @ relevant as to leave a new model
* Again, the first element of value is Self-Transcendence: To repot urban for living

young people whose parents/grandparents have left the rural land is not 5% @eis 5 HeirloomslIagac) (eI

to take lightly. It implies to start all over again, and it denotes a special @ rural setti.ng Y

attention to fix the troubles of brain drain, the migration of the youth to

the cities, and rebalance the territorial disparities. Emotional ﬂlﬂ’ 3 Reduces Anxiety: A community of
» Then our second element of value is Heirloom, leaving a legacy for the self-sustaining farmers

next generations that it is possible to build a living model in rural settings

without losing education, good self-sustainable income (a Middle-class liaselt] Y 4 Avoids Hassles: FroigidiEey
town to a flourishing village
revenue).
+ The accompaniment of the European Commission in the success story of el @ 5 Increase Quality of life
these families reduces the anxiety to get indebted. Building clusters to
secure a minimum Farm Family Income (FFI) per year of $50,000 T @rensiie 6 Provides | onaleil EreR

(disposable revenues), after paying the loan installment, interests, - prosperity.

production taxes and workers compensation is the aim of this project. LA Affiliation and Belonging:
* The strategic alliance of a minimum of 10 Family Farms in the same

location is key for the success of this model: without a community around

each resettle, the project won't work. The big question: how to prepare and accompany the farmers
* Finally, the functional values of Increasing the quality of life, avoid hassles to reach the required € ??? K thousand dollars in gross
are simply the foundational steps for reaching long term hope for revenues, in order to procure a Farm Family Disposable Incom
prosperity; affiliation and belonging in their new community of farmers. of €50K per year for each resettled family?
* Subsidies play an important role: The CAP farm advisory services and Farm  This will work only if the selected farming product is part of a
sustainability ecosystems will be instrumental in the transition. bigger supply value chain.

03/08/2024 _ 48
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= Value Propositions: Theory and Cases.

When exploring example 6, we offered an economic model proposal to revive and develop
the rural abandones ghost-towns of Spain, Italy, France and Portugal.

Strategic reflections about this case:

The context of the European Green Deal makes this project a potential

reality: Each family disposable FFl is set to be €50,000 per year.

 This is not a romantic project. It may be feasible, if there is a demand for
the farming products. To ensure this demand is what the European Green
deal must pursue for these small farmers.

» A new model of living only works if the resettling to rural areas allows the
creation of local prosperity under new elements of value.

* This concept of small-farmers communities is tied to the core commitment
of the farmers in pursuing the equilibrium of life success: If these elements
are not in place in the new community, the project will erode itself into
failure.

+ Let’s explore these key success factors please:

Countryside Scenery

03/08/2024 _
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- - Development traps are a failure to attract people of working age. To remedy this
phenomenon, can't be forced. The youth exodus from ghost-towns will only stop

when they consciously assert that they can attain a better quality of life in rural
settings, much better than urban experiences.

The philosophical strength of this project is founded in
the self-transcendence element of value.

To settle, self-sustain, and start a community in rural
terms is more than a life-changing experience, it means
to build role-models to begin prosperity from zero.

The mindset of building societies must change from its roots. The
mentality that urban is better than rural must be eradicated for good
in the youth.

Rural Areas Urban Areas

Always Pou Wealthier

Lower Literacy Higbe/ /(43(
Weak Health Care S\er\\///ﬁospitalsfhealthcare

Little public and private re developed
infrastructure availab \.\ ructure

Poor housing §//d5/ Be%\ ing conditions
Only prim ployment | More opti

(mainly a lture employment

Lower standard of living Higher standard of living
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&s Value Propositions: Theory and Cases.

When exploring example 6, we offered an economic model proposal to revive and develop
the rural abandones ghost-towns of Spain, Italy, France and Portugal.

Strategic reflections about this case: A development trap is a vicious circle that occurs when a
More strategic reflections about how to tackle ghost-towns or territorial r e? wn, shows : .

development traps: 1) A reduction in young working aged people

All the nations of EU27 share a common problem: all have become 2) A relevant augmentation of older population
development traps in the rural settings. Not even Germany escapes from this 3) A high percentage of youth unemployment
problematic situation. _ N , 4) A lack of good schools and privation of access to

« To transform rural settings into an attractive value proposition can’t happen high-quality tertiary education (university programs

by emulating what is in the city and build it in the countryside.

 Everything begins with economic survival in the countryside milieu, filling the that tackle rural problems)

wants and needs of that specific region. 5) A constant and massive youth exodus to urban cities
* | believe that universities must begin to build a rural university model (not or other countries.
online please) that could spread out awesome urban professors to the 6) A lack of access to service networks, government
countryside. This means that the university should go to the rural, and not representation, cultural activities, and essential high
the §tudents to the_ urban centers. In qddltlon, the universities in rural quality public services.
settings must provide long term solutions (program studies) for the rural
needs and wants of land productivity, agricultural economics, village More strategic reflections about how to tackle ghost-towns or
development, etc. Otherwise, if education remains “urban”, the youth development traps:
educated under “urban rules” will continue flowing to the metropolitan cities. ~ Smart Villages is a concept that is insufficient for rebuilding rural
* How to revive ghost-towns is a problem that should be included in all best- areas.
universities on earth, maybe a course can trigger a change of mindset, and To connect rural families through the Internet only answers
urban people start their urban exodus to the ghost towns to make them functional elements of value (look at the three functional values of
flourish again. Smart Villages CVP: Connects, Integrates and Saves time). But the
* The EU Commission has spent billons of dollars studying the ghost-towns Smart Villages CVP is not founded in social-impact or life-changing
phenomenon. It is the time to implement solutions using CVPs as the one we  elements of value. We predict it won't work for the long-term.
created, to test and monitor in different villages in Europe. This CVP is only Only a CVP that is based in Social-impact and life-changing
version 1.0. It is expected to change and be adjusted per each pilot testing elements of value can rise above all and be solid enough for the
group. future of Europe.
03/08/2024 50
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== Value Propositions: Theory and Cases.

What is the connection between our problem-solving cycle and the fit of the CVP
version 1.0?

* Do not forget that the customer value cycle doesn 't begin
with the value realization. Our testing analysis must convene

to explore elements of value previously
Value
Realization Bi

Elements of the Value Elements of the Value

|

|

|

s I ﬁ i ‘

°f“ = poblemSobing 1, ) Ve Pusuit z Erpectatiol
' ,' Cycle© |——° 4 4

@ Gather info Elements of the Value

»

: | "“P'e'“e';:/ 8) E@g Pursutt stage: Expectation stage: Realization stage:
*
3 Sewthingin. This is a case of building a A farming lifestyle demands a The farmers will realize the
3. barky Pelure // P"‘S’EI::: = Develop A"alyze new rural society. change of mindset, a value of your financial product
Solutions . : : motivation and hardships. once you show them the
Finding the business drivers g :
. e intentions of your Good heart by
of a rural economy is The Strategic Alliance of many all the players around them to
The problem-solving cycle is the way to go to imperative new farmers to procure an help them to thrive in their ne
8 implement the CVP 1.0. An assessmene T output of more than 500K village
“===~" We must help to solve a problem without adding - : euros per year is the element
. potential Farmer and his i . . ;
more hassles to the new farmers. In addition, we family case by case is of substitution of land as a The elabqratton of this CVP is
must comply with the appropriate SDGs of needed collateral Just the kick-off to attract the
United Naf:onf, the. Eu::op ean Gr ee.n Deal and Each Farmer is the innovator The parameters of the financi
all t’.’? ethical llelcatlons of moving young ™ - and designer of its Corporate solution can't be better in an
f afmlles to rural (ls?lqi:ed or remote) areas. . : g suc;lcgss of micioinaEs strateqgy/business plan part of the world.
It is a huge responsibility to do a CVP for this s based in community =
case, and its respective business model must be  development, not the land The EU team’s active
tested several times. collateral. participation as stamp of
approval
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Example 7.

Launching a new agriculture
product in Central America:
Extra Virgin Olive Ol




== Value Propositions: Theory and Cases.

This was our last example: We were contacted by three agro-investors. They perceive there is possible
to plant olive trees in Central America and yield olive oil products for the region.

We focused the project from the point of view of procuring health from inside out. We explored the MED
Diet as an alternative dietary pattern, in which the Extra Virgin Olive Oil (EVOO) is essential.

We analyzed the minimum budget ‘..& * The most expensive items in this dietary pattern are Fruits, White Meat and Diary (poultry,

to afford the MED Diet. And this is e fish and lactic-products); Veggies and Nuts-Oils, and finally Grape Products.

the proportion of expenses. - * The MED Diet always recommends to consume local products with high content in
polyphenols and antioxidants. Bad fats should be replaced by Extra Virgin Olive Oil and
occasionally or rarely we can consume genuine butter/coconut oil.

* Berries are essential for our well being, and our white meat proteins should be consumed

Med Diet Group | % of total

Fruits m at least twice a week.
R @ By observing the distribution of expenses of the MED Diet, then we decided that the approach to the
White Meat and Dia @ World Bank couldn’t be based pivotally and only with the Extra Virgin Olive Oil products.
+ If this greenfield Project wishes to be of impact for most of the population in Central America, the project
Red Meat 7% must involve an integral innovation to be categorized as of a premium impact for food-security in Central
America.
tzgz:;:z;:)ry e * In addition to Olive Oil cultivars, we counselled to consider the cultivation of high polyphenol- antioxidant
— : - Fruits, Grapes, Nuts and Cacao; under a multidimensional agriculture project.
R ° * In consequence this CVP can’t be done, without core changes to the initial idea of the three agro-investors.

Nuts, Oils, others @ » To appeal to the World Bank, the solution is a multidimensional agricultural project that truly can change the
habits of eating in Central America because it is imperative to self sustain and procure enough regional supply

———_———--—-_——-_-—

of:

l A 9reenfxeld ':

. ; projectis a term I

Red Wine or Grape- i used to describea 1!
Berry Juices | !
i project that starts |

TOTAL 100% | from scratchin |
| a '

3

 an empty field

e Sy o
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== Value Propositions: Theory and Cases.

Once the product was shifted from planting olive trees and manufacture olive oil, to an integral
transformation of dietary patterns for the multidimensional poor population in Central America, the

hole visi th ject also ch d.
i cntio) thie project also change =8 CVP V. 1.0 Products and Services

When we analyzed the case, we indicated that a greenfield
project plant olive trees and manufacture olive oil products

wasn ‘t the correct CVP for this case. Continue producing the existing local agro-
products of the region with efficiency and

organic farming quality

. Agricultural projects are extremely risky for any bank or development financing
institution.

. In the case of greenfield agriculture projects, the risk multiplies much more.

. To appeal to the World Bank, the solution is a multidimensional agricultural
project that truly can change the habits of eating in Central America. A healthy
population is helpful for the economic development of the region: it tackles
obesity which is the main cause of metabolic and cardiovascular diseases.

Planting/producing the New food that doesn’t
exist in substantial format in Central America:
+ Olives for EVOO
+ High Polyphenol Fruits

Main Core
Products
A

. A healthy Central America will be the result of several life-style transformations, + Cacao
but the most basic one starts with what we EAT. It is imperative to eat well, and + Grapes
we proposed to provide a MED Diet dietary program to all the population, + Nuts
particularly to most of it: the low-class population.
C By shifting th ject f | icult to offer k triti | -~ N e e e e e e e e T T e e S
y shifting the project from merely agriculture, to offer key nutritiona = - ~

determinants of a solid and well respected (proven over centuries) dietary
pattern: The Mediterranean diet, we are changing the nature of the CVP and the
core elements of value that we must consider.

. A MED Diet for those families who earn less than the disposable income of
$2,400 dollars per month is not a dream, it is attainable, and it is well possible if
there is a conjoined “willpower” for doing it, by using the local food (already
existing in the region) and planting/producing new food (as olive oil, berries,
grapes, cacao, nuts) to supply them at the cheapest possible prices.

. It will also require the same 5 elements of the European Green Deal, from the .
Farm to the Fork; and by implementing a subsidies system that can guarantee Educational and Cultural components to make
certain risk management measures to the group of agroinvestors for each sure Central Americans are eating well and are
nation. \ improving the quality of their lives. y)

= Y/
\-——————-_———___——-_——h-__—--———
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Designing and implementing a correct 1

Government Subsidies System for Agricultural
Farming

Make sure monitoring and control in each
nation food-security value chain.

Adjacent needed
Products
A




== Value Propositions: Theory and Cases.

Once the product was shifted from planting olive trees and manufacture olive oil, to an integral
transformation of dietary patterns for the multidimensional poor population in Central America, the
whole vision of the project also changed.

Central America must move towards a more healthy and sustainable food BB CVP V. 1.0 Products and Services
system. This is the same cornerstone of the European Green Deal. —_—
Continue producing the existing local agro-
Tackle climate Fair economic return in products of the region with efficiency and
Make Sure Central change in each the Food security value @ [ organic farming quality
Americans get, microregion of chain local, national and O v
healthy, affordable Central America regional stakeholders VU 3 .J Planting/producing the New food that doesn’t
and sustainable food. S -8 exist in massive format in Central America:
© a + Olives for EVOO
= + High Polyphenol Fruits
+ Cacao
+ Grapes
+ Nuts
e ettt ettt -~
E ,' Designing and implementing a correct
Protect the Increase the o] I Government Subsidies System for Agricultural
environment and domestic O wn | BN
preserve biodiversity organic Q -IG : 9
farming. < = | e . .
- N Make sure monitoring and control in each
o O : nation food-security value chain.
g ||
5 I Educational and Cultural components to make
< " sure Central Americans are eating well and are
\ improving the quality of their lives.
FARM|NG =

N i T 5 ™ N s Sy e - -
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Next Friday, we will summarize
and conclude all the work we
have done during the last 7
months.

Value Propositions: Theory and Cases.
From January 22nd to August 9th,
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