
The value formula

In 1994, Michael Fay, an 18 year old living in Singapore with his father, was sen-
tenced to caning for theft and vandalism.  A common sentence in Singapore for 
the crimes, it was the first time the sentence was handed down to an American 
citizen. As a result, the case became a national spectacle and caused some dip-
lomatic tensions between the US and Singapore for quite a long time.

If you can put aside your opinions about capital punishment for just a moment, 
consider the impact of the balance between the punishment and the crime.  In 
the West, we believe the punishment should fit the crime.  In Singapore, in con-
trast, they believe the punishment should vastly outweigh the crime. As a result, 
Singapore has one of the lowest crime rates in the world. Theft and vandalism 
are very rare occurrences there precisely because the punishment feels com-
pletely out of balance with the crime. 

There is no metric or calculation for a crime and the punishment it should 
receive. We simply draw an equals sign between the two and tinker with the 
punishment until it feels equal to the crime. But, as Singapore proves, the deter-
rent effect of punishment is vastly more effective when the punishment does not 
feel equal to the crime.

This is not, however, a piece about crime and punishment.  It is about value. More 
specifically, how we calculate it. Like crime and punishment, there is no metric or 
measurement to calculate value, it's a feeling. The problem is most companies 
perceive value like the Western notion of crime and punishment - they believe 
value is created when what you get and what you pay feel equal. This is the 
reason companies like to justify their cost by listing all the stuff you get.  "The 
reason this one is more expensive is because we use superior materials and 
better engineering," etc, etc, etc. More features, more benefits, more stuff on the 
list all in an attempt to create a rational, measurable calculation of value. How 
many times has someone said to you, "look what you get for the money," when 
trying to convince you to buy? They trying to force you to do a rational calcula-
tion to justify the cost.

In reality, value is a feeling.  And that feeling is created when someone perceives 
(not calculates) that what they are getting vastly outweighs what they are 
paying. If it were a calculation of getting more than you pay, we wouldn't call it 
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value, we'd call it a bargain. And because value is a feeling, it takes more than 
stuff to have someone feel they are getting more. It takes a belief in the product, 
trust in the company, a sense of their WHY.  The more integrity a company or 
salesperson has, the clearer the WHY, the more belief and passion they have for 
their own company or products, the more imbalance exists and the greater the 
feeling of value.

This is the reason we feel we get more from Southwest Airlines even when they 
are not the cheapest. We feel we get more from Apple even though we can get 
more memory and speed for less money from other computer companies.  We 
feel a Lego is worth the price even though you can get building blocks from 
other companies.  And Disney is not the only company that makes stuff for kids, 
but we feel their value is greater.

Sadly, a total misunderstanding of how to create value is the reason most pur-
chases we make feel like...well...torture.


