
 

The Value of Value 

 

 

 

One of the most common questions that  
entrepreneurs ask is –  
“How do I create value in my business?”  
Specifically, they are referring to how to create  
a valuable business that can be sustained or sold, 
and where clients and staff are happy and  
engaged.  
It seems simple enough: discover or invent  
something, bring it to market, innovate, repeat. 

The challenge occurs when focus is placed on  
short-term wins over long-term value.  

Often entrepreneurs struggle with 
understanding true value, focusing  
instead on short-term innovations and  
iterations, versus considering the  
long-term value of institutionalizing  
their organization and creating  
contractual or tribal relationships  
with their customers. 
 
After decades of studying small-to medium-sized businesses and through first-hand 
experience helping corporations grow from start-up to mid/large corporations, we 
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have identified certain factors that are present in those that are most successful 

Creating Value 

The illustration below shows how a corporation can substantially increase its value by including 
in its mission the ideas of institutionalization and contractual bonding with its clients and staff. 

 

On the left end of the horizontal axis we show low value business as call-up, meaning that 
products are sold by transaction as the customer requires them. With no contractual 

relationships, the business is only as good as its last job. It should be noted that the word 
“value” is used to describe the total worth of the business, not the product or service. 

Craftsmen producing exquisite hand made goods commanding premium prices can be found 
operating in this sector.  

 
For staff, the call-up relationship is similar. On-call part-time people may not have the same 

level of engagement and dedication if there is no regular employment. 

On the bottom end of the vertical axis we find a low value individualized style business with no 

brand, no team-based execution, and typically run by singular management. This is a classic 

position for many business founders who struggle with delegation. (This does not imply that the 

leader is not valuable, indeed entrepreneurs are a respected group.) Rather individualization 

limits the overall value of the company by restricting the creation of long-term value. In some 

cases, the singular leader becomes the brand. The danger is that, with only a single person as 

the key to the success of the business, losing that person could spell disaster. 

As we progress further along each axis we see changes. 
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Progressing From Individual to Institution 

 
On the vertical axis, we move from an Individual 
style business to an Institutional style business. 
The changes are not always obvious, yet they are 
so impactful. 

Individualized 
 
This style of business is built around the founder 
or a single individual. At this stage, total control 
is centered around one individual. That person 
makes every decision including, how things are 
sold, marketed, manufactured, distributed, 
financed, developed, operated, etc. As with any 
start-up, one person may perform all business 
functions as the initial costs of spreading 
activities out or adding employees to perform 
them may be too great. Organizations can grow 
this way and grow big, but the value of the 
business is based on one individual. Without that 
person both perceived and realized value will 
quickly plummet. 

Institutionalized 
 
This style of business relies on a team of people 
to drive it and as it matures its brand also gains 
traction. These businesses can be 
institutionalized and once this occurs, the value 
of the business or the brand grows significantly. 
Other changes also occur… employees become 
more involved in company growth, learning and 
reward. This creates a stronger, more synergetic 
team that can move faster with greater 
alignment, and weather difficult times much 
more effectively. It is said that families don’t 
necessarily create relationships, but relationships 
create families. Creating a family or a community 
within the corporation is a major key to success. 

Essentially the company becomes a brand!  
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It is important to understand how a brand is 
created. A brand is not just a slogan or a tag 

line; it is not just a stylized image or a 
trademarked word set. 

A brand is created by developing a team-based, 
fanatic appreciation of the product or service 

that the brand represents. This is usually 
shaped by a kind of social phenomenon.  

The brand becomes centric and brand 
awareness develops both internally (employees 

supporting and honoring the brand) and 
externally (customers engaging and respecting 

the brand).  

One final note – branding can happen in many 
ways. It can be centered around a product, a 
service, an innovation and even a founder. 
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Starting the Shift  
 

If you are wondering how to move forward, the answer is not that complex. 

Internally, business leaders should engage business teams and create communities 

within the company to inspire excellence. They must also practice transparent 

leadership and allow those around them to rise up and succeed rather than 

claiming all of the glory. 

Great strides are taken when founders pass the reins of leadership before they 
themselves become an “also ran.” The risk is that when founders hang on too long, 
it can create a silent disinterested majority – willing to stay but lacking in passion. 

Externally the levers are dependent on leaders pushing strategies such as branding, 
and/or displaying a customer centric business methodology that includes the entire 

corporate team. 

 

“when founders hang on too long,  

it can create a silent disinterested majority” 
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Call-up to Contract  
 

Moving from call-up to contract is more difficult. Most businesses start out as call-
up. A new product or service is created and people buy it. There is a series of events 

that take place. As the below simulated graph illustrates, there is a price curve, a 
market penetration curve and a hype curve. Tracking these curves can reveal a 

“sweet spot” where pricing is flattening, penetration is leveling and price is 
beginning to fall. This moment of truth signals that it is time to build new strategies 

to move away from call-up and maintain momentum. 

 

  

 

Specific to staff, temporary or part-time on-call people become full time and may 
agree to some sort of physical agreement such as a handshake, employment 

agreement or contract.  
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Pushing Forward  
 

It is easy to suggest that all we need is paper to establish a contract as the 
phrase “good paper makes for good business” would imply.  The reality is 
contractual agreements go far beyond just paper, coming in many forms 
that are never signed. 

It helps to think of contractual bonds as four sets. They can be physical 
(handshakes, signed agreements, paper contracts, etc.), emotional 
(connectivity with a product or service), intellectual (a mental connection 
or significant investment in learning) and spiritual (a deep-seated need to 
stay connected).  

Another way to look at contracts is as investments. In all four sets we 
invest physically, emotionally, intellectually or spiritually. Together they 
combine as a force multiplier. Have one – good. Have two – great. Have all 
four – wow! 

 

Physical 
 
Physical contracts are common and easy to understand. Two or more 
parties agree on various levels of complexity in an agreement and shake 
hands or sign an agreement.  

We have all seen these and most of us understand the value and 
implications. For hundreds of years banks have represented one of the 
best examples of organizations that are driven by physical contracts and 
have great business value (the exception being the financial meltdown in 
2002/04). 
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Emotional 

 

Emotional contracts are somewhat more difficult to establish. Emotion 

becomes contractual when a fanatic experience takes hold. 

This can be based on many 
things such as feeling accepted, 
obtaining status, becoming part 
of something bigger, fear of 
being left out due to product 
scarcity, synergetic experiences 
or simply good service with 
consistency. Such companies as 
retailers Target and Saks, 
motorcycle manufacturer 
Harley Davidson, Canadian 
niche fashion marketer Lulu 
Lemon and fine auto 
manufacturer BMW, have 
achieved great success by 
creating emotional reasons for 
why a customer should become 
and  remain a customer. 

It has been said that the act of purchasing is 20% intellect and 80% emotion1. 
Building an emotional connection clearly brings value, but at the same time there is 
risk associated with the “break-up” should emotions shift to another brand. Brands 
that rely on emotional connections must focus on reinvention and reconnection. 

Non-profit businesses provide another good example of driving value through 
emotional contracts. Although we will probably never see a list in Forbes of the top 
100 monetized charitable organizations, brands such as The Salvation Army, the 
Catholic Church or Ducks Unlimited have incredible emotional connectivity with 
their target support groups and their staff.  

 
1 Donny Deutsch – Deutsch Inc.  
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Intellectual 

 

A major and very difficult shift takes place when a company strives either 

knowingly or unknowingly to create an intellectual bond with its clients 

and staff. A much more exclusive group, intellectually contracted 

businesses hold amazing power and value. 

We will never know for sure, but we can speculate that many of the most 
valuable companies didn’t realize they were headed this way and likely 
just fell into it. It is hard to imagine that the greatest brands in the world, 
created by intellectual geniuses in their garages, knew that they would 
become the icons of the world that they are today at the time of 
inception. Yet it is equally hard to believe that they didn’t think it was 
possible. Newly formed organizations or companies that want to step up 
can mirror their paths to gain value. Leaders can study these success 
stories, interpret them, innovate and move forward – eclipsing these past 
success stories with new successes. 

So what is an intellectual contract?  

An intellectual bond occurs when a client, staffer or vendor has to 
learn something or train in order to use the product or service. In 
effect they are investing time equity in the product, service or job. 
The more that investment matures, the more the person  
will hold on to it… they ask, “am I learning?” 

Apple had an idea and it worked: engage children with its products 
in schools and they will be intellectually attached to Apple 
products as adults. Microsoft did the same thing. First have the 
user learn MS Dos, then Windows and eventually they are 
entrenched in the system and don’t want to change. 
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Of the top 10 valued brands worldwide, six require intellectual 

investment2. The top three all require it, and they are collectively 

worth almost twice as much as the next seven. The next six out of 

10 are collectively worth as much as the next 25, and so on. 

All six of these companies, Apple, Microsoft, Google, Amazon, 
Facebook and Samsung, require that you learn something in order 
to use their products. They have essentially created contracts that 

are physical (you buy on a simple contract), emotional (pride of 
use) and intellectual (you have to learn how to use it) contracts – 

and clearly this is golden. We see it every day with Apple and 
Microsoft. Apple users stick with Mac, Iphone and Ipad while 

Microsoft users stay dedicated to PC and Windows. 

  

 
2 Forbes-The World’s Most Valuable Brands 
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Spiritual 

 

The last and most coveted contract type is spiritual. At this point we see divine recognition 

where a fervent experiential relationship take place. Interestingly, this is often seen in the 

fitness and health industry where people experience self-actualization, which they associate 

with what they are wearing. Companies such as Nike and Adidas are world-class examples of 

companies that have created the type of following that almost every corporate leader envies. 

And let’s not get started with how evangelical those that work in the fitness industry are!! The 

industry is chocked full of people who are walking talking spokespeople for what they do and 

are glued to the industry!!  

The questions every leader should ask about their business are: 1) How often do 
our clients or our staff say “wow” about our company? 2) Do our clients and staff 
associate you or the company with their success? 3) Do our clients do business 
with us because they need to or because they want to? and 4) Are we messing 
around in the weeds or are we spending our time building value?  

To be clear, it is not necessarily fair 
to use world-class brand values to 
compare performance for most 
companies. The reality is that only 
0.0001% of businesses will ever 
achieve  
Tesla, Google or Apple like status. 
It is however smart to study and 
draw from these world-class 
brands to determine what steps 
your organization can take to 
achieve long-term value in your 
industry. 

100 or even 1000 world-class brands will not truly provide a representative 
sampling of all businesses in all business spaces. There is one business for every 10 
people on the planet. Mathematically, this means that there are 600 million 
businesses and the 100 top-performing brands represent only 0.0006% of all 
companies. There is no doubt that there are 10s of thousands of hyper successful 
companies that have the potential to establish a position in the upper quadrants of 
the Me-to-We matrix. Some are big while most are tiny but growing. 
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Making it Happen 

In your particular business space are you leading  
or following? This is a valid question that every  
business leader should ask themselves – and  
there is no middle ground. In fact, if you feel  
that your business is doing “just fine” this  
should be taken as a warning. 

More importantly, the question  
that each business leader should  
ask his/her team is – “Are we  
managing with transparency?”  
Business leaders should ask this question with a  
view to delivering and creating value.  
 
The leader must also be prepared to accept the  
feedback and seriously consider this advice as it 
relates to growth of the overall company, 
and the individual. 

 
 
 
 
 
Maximizing value means becoming an institutionalized corporation that 
has established a spiritual contract with its current and future staff and 
clients. Using the strategies that have been outlined here, along with 
effort and attention to detail will do just that. 

Eclipsing the world’s best companies can happen, it just takes strategy. 
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