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This is the third in a series of White Papers exploring concepts at the core of early stage
B2B SaaS companies. In the first, Peter Lyon introduced Minimal Customer Value (MCV) as
an alternative to Minimal Viable Product (MVP). Where MVP focuses on the minimum
functionality needed, MCV focuses on the minimum value a customer must achieve. MVP is
product and feature focused: MCV is customer value focused. In the second paper, Greg
Daines set out how to set and deliver MCV. This, the third in the series, explores another
core B2B SaaS concept; Product-Market Fit.

Product Market Fit is a rite of passage for SaaS companies. It's the point at which the
product is seen to effectively solve a problem for a specific customer segment and can
generate sustainable growth. This is clear when the list of conditions most commentators
use to judge the existence of PMF:

Strong customer retention and low churn rates
Increasing expansion revenue from existing customers
Sustainable customer acquisition costs (CAC)

Growing word-of-mouth referrals

Decreasing sales cycle length

Rising net revenue retention (NRR)

These are all very valid and important, but they share two characteristics:
e They are all company financial metrics; none measure the benefits customers achieve.
e They can only be measured after the fact, slowing down the speed of learning and

experimentation.

For CLG companies, PMF has three core elements:

Product Results Fit Minimum Customer Value Go-To-Market Fit

Fig 1: Elements of Product Market Fit
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e Product Results Fit: does the product measurably improve results that matter most to
target customers?

e Minimum Customer Value: what are the minimum results customers need to achieve to
ensure retention?

e GTM Fit: can we efficiently and reliably enable measurable results to attract, retain and
grow chosen customers?

Minimum Customer Value has already been described. This white paper will focus on the
role of Product Results Fit and GTM Fit in a future paper.

Before describing Product-Results Fit (PRF), it's necessary to understand the first principles
thinking behind Customer-Led Growth (CLG).

e Businesses buy software to address pain/gain points. They seek improvements in
results that matter to them.

e Measurable results, the real meaning of customer value, underpins effective customer
acquisition, retention, expansion and advocacy.

e The fundamental purpose of any B2B software business is therefore to deliver
measurable results to its chosen customers in a way that drives profitable revenue.

e CLG is a company-wide approach requiring alignment across the customer lifecycle and
therefore involves all GTM teams, including product. Alignment delivers massive
benefits.

e GTM encompasses first sale, results (value) enablement, retention, expansion and
advocacy.

e Measurable results for chosen customers is the basis for alignment. That's what the
company markets, what sales sell, what the product delivers and what services enable.

e Alignment is achieved through building cross functional capabilities, common
frameworks, metrics and collaboration. Organisation structure is secondary.

Product-Results Fit is an assessment of how well the product you are building delivers the
measurable results chosen customers buy your product to improve. Whereas Product-
Market Fit is measured with lagging indicators about how the supplier is performing,
Product-Results Fit is assessed primarily by leading indicators - the results customers
achieve.

Product-Results Fit brings a number of advantages to Product-Market Fit:
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¢ |t demands focus and greater understanding and clarity on how key roles in target
customers measure the results your product delivers. This not only drives retention! but
helps the development of marketing and sales messaging.

¢ |t defines Minimum Viable Product in terms of the functionality needed to deliver
Minimum Customer Value. Understanding the relationship between product
functionality and the results that matter to customers focuses product development.

e Customer results is a leading, not lagging indicator. It allows learning and adjustment
earlier, thereby speeding up the process.

¢ |t does not exclude measures currently used to assess Product-Market Fit, it improves
them by introducing leading indicators.

These are the core elements of Product-Results Fit.

¢ |t begins with deep customer understanding; both the companies and key roles
(personas) your product is designed to help. This is the basis of a customer results-
focused value proposition. Product-Results Fit is therefore a test of that value
proposition.

e Clarity on the results that matter most to these companies and roles. This is a core
part of a CLG Ideal Customer Profile, particularly the Role Profiles. A Role Profile
focuses on the work a role has to do and how their performance is measured.

e An understanding of how to measure these results. As Greg's paper describes, just
measuring results improves the likelihood of renewal. Having a proven approach to
measuring results makes quantifying value at the point of sale more robust, thereby
improving the buyer's trust and increasing win rates.

e Knowledge of what good results look like. This will differ based on the sophistication of
customers: customers that are expert in the domain your product addresses will
typically expect and achieve higher performance levels than novices.

¢ The fit between the results that matter to customers and the functionality in your
product. Customers don't care about your features per se, they care about how they
enable them to do their jobs better and improve the results that matter to them.

This last point is at the heart of Product-Results Fit. The core question is how well does the
product enable the results that matter to your chosen customer. If you cannot explain
clearly how a feature enables a customer to achieve measurable results then either that
feature is superfluous? or your messaging is amiss.

1 See the second white paper in this series “Quantifying Minimum Customer Value” by CLG
Forum co-founder Greg Daines.

2 Essential security and infrastructure components excepted.
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The Product-Results Fit matrix is a useful tool. It has a number of uses, which differ
according to product maturity. As with all approaches used by customer-led growth
companies, the starting point is the customer and working outside-in. The matrix (a table)
begins with the results that matter to customers, specifically the key roles you sell to and
serve. If the product serves multiple use cases, it is helpful to build a matrix for each use
case. For most use cases, there are a limited number of results that really matter and a
limited number of roles; stick to these. The other axis of the matrix lists the key features/
components. Again, stick to the core features.

USE CASE NAME Result 1 Result 2 Result 3 Result 4
Roles Roles Roles Roles

Feature 1

Feature 2

Feature 3

Feature 4

Feature 5

Fig 2: Product-Results Fit Matrix
There are a number of ways the matrix can be used.

e For the very early stages of product development, the matrix informs what to build: a
result with no enabling features suggests a significant gap in functionality. Identify
these and build user stories to address them.

¢ As the product fills out, the matrix can be used to assess strengths and weaknesses:
which results have strong or weak enabling features. Whilst competitive positioning is
one aspect of strength, the most important is its relevance to the job the user has to do
and the results they have to achieve. Here, strength may be the result of process
quality, ease of use or differentiation in how the work is done.

e Developing marketing and sales messaging is another powerful use of the Product-
Results Fit matrix. For each cell, develop a simple explanation of how the feature
enables the result. This is a great way to develop results (value) based messaging and
shape demo scripts.

e This results:features messaging approach can be extended to help identify content to
address non-product guidance: results are rarely achieved by customers without
making some changes to how they work.

e Whilst more tangential, the matrix can also help with customer management. A

customer-specific matrix can identify results that can be improved with functionality
not being used by the customer. This guidance can also be delivered in-product.
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As with anything related to customers, and like Product-Market Fit, Product-Results Fit is not
static. Customers’ needs and technology change, creating new needs and new solutions.
The B2B SaaS industry is a great example. Just a couple of years ago, the results that
dominated were around revenue growth: cost was very much a secondary consideration.
Now, its about sustainable and profitable growth. Different results can drive the need for
different product capabilities.

The concept of PMF has served Saa$S businesses well, and still has merit but it needs
updating. Product Results Fit fills a gap bringing a more customer-centric and forward
looking approach and method.

We continue to work on approaches to help B2B SaaS companies deliver measurable results
to customers in a way that drives profitable revenue. Follow our work at www.clgforum.com.
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