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What Is a Business Model?(HisTORY OF BUSINESS MODEL)

A new business model may turn on designing a new

: . Magretta
product for an unmet need or on a process innovation.

Reference:
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The Business Model Canvas

Key Key ! Value Customer 29) Customer }
Partners Activities v, | Proposition Relationships N Segments
Key / Channels
Resources N
Cost ‘,/:_:-' Revenue
Structure «U Streams




Bl Customer
Segments
An organization serves
one or several Customer
Segments.

B Value
Propositions
It seeks to solve customer
problems and satisfy
customer needs with
value propositions.

El Channels
Value propositions
are delivered to customers

through communication,
distribution, and sales
Channels.

£l Customer
Relationships
Customer relationships
are established and
maintained with each
Customer Segment.



B Revenue
Streams
Revenue streams result
from value propositions
successfully offered to
customers.

B Key
Resources
Key resources are the

assets required to offer
and deliver the previously
described elements ...

A,

Key
Activities
... by performing a num-
ber of Key Activities.

B Key
Partnerships
Some activities are
outsourced and some
resources are acquired
outside the enterprise.

Bl Cost
Structure
The business model
elements result in the
cost structure.
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PARTNER
NETWORK
CORE
CAPABILITIES
VALUE
CONFIGURATION
COST

STRUCTURE

VALUE
PROPOSITION

CUSTOMER
RELATIONSHIP

DISTRIBUTION
CHANNEL

REVENUE
STREAMS

TARGET
CUSTOMER



Key
Resources

Rela ﬁonthl‘pg

Communities

Revenue
Streams

Mass market Vs
niche

Single segment V
multi-segments
Multi-sided
platforms




The Customer Segments Building Block defines
the different groups of people or organizations an
enterprise aims to reach and serve
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The Value Propositions Building Block describes
the bundle of products and services that create _
value for a specific Customer Segment LSY )l.: **
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The Channels Building Block describes how a ( Lg"'" P )_9 0del ¢ &J)M

company communicates with and reaches its
Customer Segments to deliver a Value Proposition




The Customer Relationships Building Block
describes the types of relationships a company
establishes with specific Customer Segments




The Revenue Streams Building Block represents
the cash a company generates from each Customer
Segment (costs must be subtracted from revenues to
create earnings)
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A business model can involve two different types of Revenue Streams:

1. Transaction revenues resulting from one-time customer payments

2. Recurring revenues resulting from ongoing payments to either
deliver a Value Proposition to customers or provide post-purchase
customer support
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The Key Resources Building Block describes . . . 0’0
the most important assets required to make a (_g’ L‘*“" é’ L"“° ¢

business model work
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The Key Activities Building Block describes )Jo o o a ©
the most important things a company must do ¢ L_’>‘> ‘ ) S *’*]9-’ S LQ:"’“J L"S
to make its business model work . ‘ ‘ L. L...;
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The Key Partnerships Building Block describes
the network of suppliers and partners that make
the business model work

' 4

We can distinguish between four different types of partnerships:
1. Strategic alliances between non-competitors

2. Coopetition: strategic partnerships between competitors

3. Joint ventures to develop new businesses

4. Buyer-supplier relationships to assure reliable supplies
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°
The Cost Structure describes all costs incurred to 9 <ol LSLQ a0 o %*
operate a business model ..
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Performance
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Multi Sided Platforms

4 FREE as a Business Model

5 OpenBusiness Models

Business Model Generation,
By A. Osterwalder & Y. Pigneur
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1 Unbundling Business Models

Three fundamentally .
different types of Relationship
businesses
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Economics

Culture

Competition

Product
Innovation

v Early market entry
v Speed is key

v’ Battle for talent
v Low barriers to entry

v Many small players thrive

v Emcfloyee centered
Co

dling the creative stars

PG LRSS LV ojuﬁcgﬂ\
\

Customer Relationship Infrastructure
Management Management

v High cost of customer acquisition
v’ Economies of scope are key

v High fixed costs
v Economies of scale are key

v Battle for scope
v Rapid consolidation

: , v Battle for scale
v few big players dominate

v Rapid consolidation

v Highly service oriented
v Customer comes first
mentality

v Cost focused
v Stresses standardization
v Predictability, and efficiency

Source:Hagel and Singer, 1359.
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| Unbundled
Unbundling



Advise We fm

Other Product Product R&D ‘,
Providers Marketing ”’{ 0
a e/
Platform Management Intimate \

Personal relationship

U
.%% ' custom-tailored R Key account
g
Wealth management "'«of,:: Management
ing /
Je.o%

Brand Trust

Product IP services o
Transaction Platform ‘ financial products a'
transaction /] l /
//"r'

g

/_V{ealthy individuals

management

Platform Management
HR: R&D bry, Personal Networks & Families
HR: Private Bankers " ssles force Private banks
Ptk Private banks
management mm
\ L Advisors

management & advisory\
fees

product & performance
fees

transaction fees )

Relationship Business
mmm |nfrastructure businesses
W= Product Innovation Business
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The Long Tail

v Selling less of more.

v A large number of niche proaucts.

v Aggregarte sales of niche items can be as lucrative as the
traditional model/ whereby a small number of bestsellers account
for most revenues.

v Low inventory costs and strong platforms
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platform
development
logistics

ResoErces A 'L

Value
Praposiiian

self-
pubffﬂhfnﬂr
Services

mﬂkﬂtpl' a
for niche
content

Crigfanmer |
Relxtiomships i

———

Communities
Of Interest
Online
Profile

Chanrncis

Custorer ¢
Segments |”

Niche
Audiences

Cont
Strpoture

Pfﬂfﬁjﬂm management

& development
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sales commissions (low)
publishing service fees
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Partncrs

TARGETED AD

FREE SEARCH

Search
Platform

MONETIZING
CONTENT

Lt omer
Relationships

i

SegrrneTeis

Caost
Srvrmefure

Platform Costs
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n the free busmess model at feast one substantral Customer
Segment 1s able to contrnuously benefit from a free-of-charge
offer.

The three 6
( Z )Ff"ﬁg offe multsr-siaded pfﬂﬁﬂm (advertising-based)
e

(2) Free basrc services with optronal premrum services
(the so-called “freemium’’ model)

(3) The “bait & hook”

Andersaor, Cfrs.
February 2008.
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Metro
KP & |KA i,
WRITE & PRODUCE
A DAILY PAPER
DISTRIBUTION
DISTRIBUTION

AGREEMENTS WITH
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KR

BRAND

DISTRIBUTION NET-
WORK & LOGISTICS
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A Multi-Sided Platform Model
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Freemium

Pare A, | provosicion (T | Ritetionsnips 2 | Seimenc b
evelopments | Free basie
" ; Large
Maintenance Services Basg of
Free users
Resour ,‘_-:__':'}__ Pmm;um ‘h""-q._,f;
Platform Services
Costs of Costs of ' Srgn . J . o
E  service for services for -~ | Fyree basic Services -
ixe : :
premium  freemium : . -
Costs users users Paid Premium Services
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Bart & Hﬂak_
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Production - ,ﬂ v Lock in
and; service Produ {'E Customer
delivery (bait) segment
Resan "‘-T“:'.:.J:'" — )
Brand Product
(hook)
cervices  ait product Repeat purchase of hook
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5  Open Business Models

5 S0 b s sls malis

PRIN

IPLES OF INNOVATIO

Closed innovation Principles

\ Open innovation Principles

The smart people in our field work for us.

| Not all the smart people work for us. We
need 1o work with sman people inside
and outside our company.

To profit from research and development
(R&D), we must discover it, develop it and
ship it ourselves

| External R&D can create significant value;
intemal R&D is needed to claim some
portion of that value.

If we discover it ourselves, we will get it to
market first

| We dont have 1o originate the research 10

profit from it.

The company thal gets an innovation 1o
market first will win.

Building a better business model is better
than getting 1o market first.

If we create the most and the best ideas in
the industry, we will win.

| If we make the best use of intemal and
external ideas, we will win.

We should control our innovation process, so
that our competitors don't profit from our
ideas.

Source: Adapted from Chesbrough, 2003 and Wikipedia, 20089.

We should profit from others' use of our
nnovation process, and we should buy
others' inteliectual property (IP) whenever
it advances our own business model
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5  Open Business Models . .
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Technology Entrepreneurs

Internet platforms >
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Auction business model

Bricks and clicks business model

Multi-level marketing business model

Cutting out the middleman
Direct sales model

Distribution business models
Franchise

Freemium business model
Industrialization of services
Low-cost carrier business model
Loyalty business models
Monopolistic business model

Network effects business model

Online auction business model

Online Content

Premium business model

Professional open-source model

Pyramid scheme business model

Razor and blades business model

Subscription business model



http://en.wikipedia.org/wiki/Auction
http://en.wikipedia.org/wiki/Bricks_and_clicks
http://en.wikipedia.org/wiki/Disintermediation
http://en.wikipedia.org/wiki/Direct_selling
http://en.wikipedia.org/wiki/Distribution_(business)
http://en.wikipedia.org/wiki/Franchising
http://en.wikipedia.org/wiki/Freemium
http://en.wikipedia.org/wiki/Industrialization_of_services_business_model
http://en.wikipedia.org/wiki/Low-cost_carrier
http://en.wikipedia.org/wiki/Loyalty_business_model
http://en.wikipedia.org/wiki/Monopoly
http://en.wikipedia.org/wiki/Multi-level_marketing
http://en.wikipedia.org/wiki/Network_effect
http://en.wikipedia.org/wiki/Online_auction_business_model
http://en.wikipedia.org/wiki/Online_and_offline
http://en.wikipedia.org/wiki/Premium_business_model
http://en.wikipedia.org/wiki/Professional_open-source
http://en.wikipedia.org/wiki/Pyramid_scheme
http://en.wikipedia.org/wiki/Freebie_marketing
http://en.wikipedia.org/wiki/Subscription_business_model

Basic Business What type of asset is involved?
Model Archetype

Financial Physical Intangible Human

Human

Creator Entrepreneur | Manufacturer Inventor x

Creator

L Financial Wholesaler/ . Human
Distributor Trader Retailer IF Trader Distributor®
Financial Physical Intellectual o
Landlord Landlord Landlord Landlord Contractor
Broker Financial Physical Broker IP Broker HR Broker

Broker
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What does she
THINK AND
FEEL?

what really counts
major preoccupations
worries & aspirations

, What does she What does she
HEAR? SEE?

30 what friends say environment
what boss says friends

z what influencers say what the market offers

What does she
SAY AND
DO?
attitude in public

appearance
behavior toward others

PAIN GAIN

fears wants/needs
frustrations measures of success
obstacles obstacles

Source : Adapted from XPLANE
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RESOURCE-DRIVEN

RESOURCE-DRIVEN INNOVATIONS ORIGINATE FROM
AN ORGANIZATION'S EXISTING INFRASTRUCTURE

s Ade bl o -

OFfFeER-DRIVEN

OR PARTNERSHIPS TO EXPAND OR TRANSFORM THE MODEL BUILDING BLOCKS.

BUSINESS MODEL.

CusTOMER-DRIVEN

CUSTOMER-DRIVEN INNOVATIONS ARE BASED ON
CUSTOMER NEEDS, FACILITATED ACCESS, OR INCREASED
CONVENIENCE. LIKE ALL INNOVATIONS EMERGING FROM
A SINGLE EPICENTER, THEY AFFECT OTHER BUSINESS
MODEL BUILDING BLOCKS.

FiNnaNCE=DRIVEN

INNOVATIONS DRIVEN BY NEW REVENUE
STREAMS, PRICING MECHANISMS, OR REDUCED
COST STRUCTURES THAT AFFECT OTHER
BUSINESS MODEL BUILDING BLOCKS.
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OFFER-DRIVEN INNOVATIONS CREATE NEW VALUE (-5 : ’ “‘

PROPOSITIONS THAT AFFECT OTHER BUSINESS

MULTIPLE-EPICENTER DRIVEN

INNOVATIONS DRIVEN BY MULTIPLE EPICENTERS
CAN HAVE SIGNIFICANT IMPACT ON SEVERAL
OTHER BUILDING BLOCKS.
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Visualizing with Post It
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Explore Ideas
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SUSINESS
Publishing a Book/
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Talk & Image

Video Clip

Role Play

Text & Image

Comic Strip

DESCRIPTION  Tell the story of a protago-

nist and his environment
using one or several images

Tell the story of a protago-
nist and his environment
using video to blur lines
between reality and fiction

Have people play the roles
of a story's protagonists
to make the scenario real
and tangible

Tell the story of a protago-
nist and his environment
using text and one or
several images

Use a series of cartoon
images to tell the story
of a protagonist in a tan-
gible way

WHEN?

Group or conference
presentation

Broadcast to large audi-
ences or in-house use for
decisions with important
financial implications

Workshops where par-
ticipants present newly
developed business model
ideas to each other

Reports or broadcasts
to large audiences

Reports or broadcasts
to large audiences

TIME & COST  Low

Medium to high

Low

Low

Low to medium



Pharma Business Models

of the Future

C) The Healthy Patient:
* What kind of Customer Relationship does effective
preventive medicine require?

= Who are the main partners we should involve in
developing our business model for preventive medicine?

* What does the shift toward preventive medicine
imply about the relationship between doctors and
our salespeople?

A) Business as Usual
* How will our business model look in the future if
these two drivers don't change?

D) Reinventing pharma:
* What does our Value Proposition look like in this
new landscape?

* What roles will Customer Segments play under our
new business model?

= Should we develop relevant activities, such as
bioinformatics and gene sequencing, in-house or
through partnerships?

B) My.medicine
* What kinds of relationships will we have to establish
with patients?

« Which Distribution Channels are most appropriate
for personalized medicine?

« Which resources and activities, such as bioinformatics
and gene sequencing, do we need to develop?
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Prepare for a successful
business model design
project

Setting the stage

Assemble all the elements for
successful business model design.
Create awareness of the need for a
new business model, describe the
motivation behind the project, and
establish a common language to
describe, design, and analyze and

discuss business models.

Research and analyze
elements needed for the
business model design effort

Immersion

You and the business model
design team immerse yourselves
in relevant knowledge: custom-
ers, technology, and environment.
You collect information, interview
experts, study potential cus-
tomers, and identify needs and

problems.

Generate and test viable
business model options,
and select the best

Inquiry

Transform the information and
ideas from the previous phase
into business model prototypes
that can be explored and tested.
After an intensive business model
inquiry, select the most satisfac-

tory business model design.

Implement the
business model prototype
in the field

Execution

Implement the selected business

model design.

Adapt and modify the
business model in response
to market reaction

Evolution

Set up the management struc-
tures to continuously monitor,
evaluate, and adapt or transform

your business model.
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