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• In 2009 David Reynolds 
completed a matchstick 
model of the Brent 
Bravo oil rig

• He used over 6 million 
matchsticks and took 15 
years to create 

Photo: Daily Telegraph, https://www.telegraph.co.uk/news/picturegalleries/howaboutthat/5871275/Former-oil-rig-
worker-spends-15-years-making-model-of-oil-rig-out-of-four-million-matchsticks.html?image=9

Is it valuable?
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Understanding value
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Traditional view: value is based on objective 
qualities like labour hours

Economic view: value comes from…

satisfying needs

I Am Rich

4See https://insanelab.com/blog/sales-and-marketing/i-am-rich-worlds-strangest-mobile-app/

I am rich
I deserv it
I am good,
healthy & 
successful

Subjective
Value is…
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Aftershave
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To smell 
nice

To treat small 
cuts

To feel like a 
glamorous 
celebrity

To look at an 
attractive 

bottle

To have softer 
skin

Multifaceted
Value is…

Ikea

Needs being satisfied Sources of competition

Good value furniture that I can bring home 
today

Good design

A family outing

Sense of achievement from assembling 
furniture

Charity furniture shops

Expensive furniture shops

The cinema, a zoo, swimming pool, walk in 
the forest

Gardening, DIY

Conclusion
Ikea have a good understanding of the different sources of value 
creation, and market their activities accordingly.

Key insight:
Understanding 
value drives 
competition
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Jac-o-net

7Image credit: http://www.cachebeauty.com/Nets/jac-o-net_bobsize_white.htm

• Alcohol Denat

• Butane

• Isobutane

• Propane

• Acrylates

• Copolymor

• Aminomethyl Propanol 

• Phenyl Trimethicon

• Dimethicone Copolyol 

• Aqua

Key insight:
Understanding 
value drives 
innovation

Understanding the customer

8Quotes are taken from HighLife, the British Airways in flight magazine, May 2009 
Also, “Customers don’t know what they want until we’ve shown them”. See Isaacson, W., 2011, Steve Jobs, Little Brown

“Don’t listen to 
your customers”

“Never lost sight 
of the customer”

Key insight:
Understanding 
value drives 

entrepreneurship

Some needs are 
unarticulated
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Became a $3bn 
industry within 

15 years!

Bagged salad 
costs 4 times 

as much 

What about lettuce?

9See Silverman, D., “The Brilliant Business Model of Bagged Lettuce”, The Start Up Diaries, Harvard Business Publishing and 
Rosen, S., “Lettuce entertain you”, Produce Merchandising June 2008

Warning! Convenience may tip a consumer into buying from 
you rather than a competitor, but it isn’t a good 

articulation of the need that you are trying to satisfy
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Buckets of water

• Imagine the following pressing needs:
– You’re thirsty
– You’re dirty
– You’re hungry
– Your car is dirty
– Your plants are thirsty

The Law of Diminishing Marginal Utility (DMU)
As the consumption of a good increases, the marginal utility
derived from consuming more of the good (per unit of time)
will eventually decline

Acted on at the 
margin

Value is…
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Apples or oranges?
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Quantity Marginal Utility of 
an Apple

Marginal Utility of 
an Orange

1 20 15

2 16 13

3 14 11

4 6 9

5 4 7

6 2 5

The diamond-water paradox

“nothing is more useful than water; but it will purchase scarce 
anything… a diamond, on the contrary, has scarce any value in 
use; but a very great quantity of other goods may frequently 
be had in exchange for it” 

Adam Smith

12Smith, A., 1976 [1776], An Enquiry into the Nature and Causes of the Wealth of Nations, p.33

More 
water

More 
diamonds
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1st law of demand: price and quantity demanded are inversely related
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MV

Quantity/t

Demand

The more we have the 
lower we value an 
additional unit

≈

The lower the price at 
which one can buy a 
good, the more will one 
purchase, have, use, or 
consume

Price

Consumer surplus

The difference between how much 
you think something is worth, and 
how much you have to pay for it

Glossary

Demand is the value we place on the alleviation of our pressing needs

Goods are things that alleviate our pressing needs. Their value derives from 
the service they provide

Subjective value:
Since we all have different pressing needs, we place different 
values on the same good

Multifaceted value:
The same good can alleviate multiple needs and therefore provide 
multiple services

Marginal value:
We think and act on the margin

For further resources: https://anthonyjevans.com/value-creation/ 14


