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LR What is a Business Model?

TEAM

* Describes how a new venture creates, delivers, and captures value.

* Evidence is gathered from talking to people, investigating and asking questions.
 Built over time by collecting evidence that what you are creating works.

* Helps entrepreneurs understand what they are doing.

* Types of Business Models:
* Innovation, disruption, differentiation, and imitation.

Startup: Temporary organization in search of a scalable business model.
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weone {3 Let’s Say It Again

... NOW a company creates,
delivers, and captures
value.




Key Partners \Q; Key Activities gi Value Propositions {‘:’-“;- Customer Relationships Customer Segments
b A ~F N) L_V
pVA
Key Resources ()} Channels \@
Business e
Model @ . ==d
Generation ~v/ . =%
- - —— - ‘ . ‘ —
Cost Structure /= L | Revenue Streams . : AR IAT ol .3~~‘Jr
3 A -.{:' A ‘ "f‘l “h‘:" i
THE Gul Al TELCHE e

VENTURE /O

e




oG )| In other words

We will use the canvas
as a "'Discovery Map”...
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)| In other words

The Business Model
measures value to the
business.




Key Partners

Key Activities ‘l& Value Propositions !'“l Customer Relationships Customer Segments Eé
=

R Q

What we do...

Drive For these
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The 9 Interlocking Components




i S The 9 Interlocking Components

TEAM

Customer Segments éﬁé
Channels %

- b N
Florida




i S The 9 Interlocking Components

TEAM

Key Resources

Key Activities
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i S The 9 Interlocking Components

TEAM

Revenue Streams Cost Structure
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e 0 The Value Proposition

TEAM

What is a Value
Proposition?

A Value Proposition is the specific way
that your product or service helps people

in your Customer Segment.
 We either:

* Provide the customer a gain
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In other words

- Newness

New technology.
New invention.
New product category.
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In other words

9. Performance

Bigger.
Better.
Faster.
More effective.
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In other words

3. Customization

Product or service designed for
specific customer

Technology recommends products or
services for specific customer (like
how Amazon recommends books)




i S In other words

TEAM

4. “Getting the Job Done”

Enhances customer’s productivity

Gives customer time and space

NSU to focus on other things N
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i S In other words

TEAM
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VENTUREE B In other words

TEAM

Priced to sell to a new customer segment

Similar to existing products and
services at a lower price
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In other words

7. Risk Reduction

Makes people safer
Makes people feel safer

Guarantees to fix problems for a certain
amount of time




i S In other words

TEAM

g. Status

Makes customers look
powerful, important or cool
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wewome -3 The Value Pyramid (Bain & Company)
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wwome o & The Elements of the Value Pyramid

TEAM

Examples of companies exhibiting Elements of Value

SOCIAL IMPACT ELEMENTS

What value to society?
Self
transcendence
TOMS
Seventh Generaton

Provides hope Self
LIFE CHANGING ELEMENTS o eamaiiton

GNC Hariey-Davdson
How does it change my life? Sobd Gold Laica

Motivation Heirloom Affiliation &
belonging
Weght Watchers Pates Phippe Serra Oub
Fittst Bentiey Boston Red Sox

EMOTIONAL ELEMENTS mg Rewards me Nostalgia Al::*cn / Badge value

PayPal Amercan Arines Daney Nee BMwW
How does it feel? A Starmood e Lubdemon Prace

Wellness Therapeutic Fun/ Attractiveness Provides
value Entertainment access

WedMD L'Occitane Busch Gardens Huzo Boss Ancestry com
CVS Heath Dr. Scholl's Colebrity Cruises  Victona's Secret Tunes

FUNCTIONAL ELEMENTS Saves time Simplifies Makes money Reduces risk Or i Integ:

E-Z Pass Google Vanguard Symantec The Contalner Store  Microsoft Outiook
What does it do? Zaspon Samsung American Funds Mozl fe TurtoTax Apple

Reduces effort Avoids hassles Reduces cost Quality Variety

Cussinart Amax Waimart Tumi
Amazon USAA Prius Patagona CarMan

<
Nsu INWARDLY-FOCUSED VALUE OUTWARDLY-FOCUSED VALUE
Florida




wawome & & The Customer Segments Building Block

TEAM

® defines the different groups of people or
organizations an enterprise aims to reach & serve.

® targeting profitable customers
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wEnToanG o How to Segment Customers?

TEAM

® their needs require and justify a distinct offer

® they are reached through different Distribution
Channels

® they require different types of relationships

® they have substantially different profitabilities

® they are willing to pay for different aspects of the
offer
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wEnToRG G O Types of Customer Segments

TEAM

® Mass market : focus on one large group of
customers with broadly similar needs/problems

® Niche market : specific requirements
® Segmented :slightly different needs/problems

® Diversified : very different needs/problems

® Multi-sided platforms (or multi-sided
markets) : serve 2 or more interdependent
customer segments
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o o The Channels Building Block

TEAM

® describes how a company communicates
with and reaches its Customer Segments to
deliver aValue Proposition

® communication, distribution, and sales channels
comprise a company’s interface with
customers.

N
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weome L 3 How to Create and Understand Channels

TEAM

® through which Channels do our Customer
Segments want to be reached?

® how are we reaching them now!
® how are our Channels integrated!?
® which ones work best?

® which ones are most cost-efficient?

® how are we integrating them with customer
routines’
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MENTORING g Mix Of Channel Types

TEAM

1. Awarcness 2. Evaluation 3. Purchase 4. Delivery 5. After sales

How do we ra se aware How do we help custom- How do we allow custom= How dowe deliver a Value How do we provide
ness about our company’s  ers evaluate our organiza- ers Lo purchase specifc Proposition to customers?  post-purchase customer
products and services? tion's Value Proposition?  products and services? support?

O lower margins, but they
allow an organization to expand its reach and
benefit from partner strengths.

® Owned Channels and particularly direct ones
have higher margins, but can be costly to put in
place and to operate.
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w=wome . & The Customer Relationships Building Block

TEAM

® describes the types of relationships a company
establishes with specific Customer Segments

® relationship can range from personal to
automated

® driven by motivations : customer acquisition,
customer retention, and boosting sales (upselling)

N
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How to Build Relationships with the Customer Segment?

® what type of relationship does each of our
Customer Segments expect us to establish and
maintain with them?

® which ones have we established?
® how costly are they?

® how are they integrated with the rest of our
business model?
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J Examples of Categories of Customer Relationships

® personal assistance

® dedicated personal assistance
® self-service

® automated services

® communities

® co-creation




wewome o3 The Revenue Streams Building Block

TEAM

® represents the cash a company generates from
each Customer Segment (costs must be
subtracted from revenues to create earnings)

® the firm generate one or more Revenue Streams
from each Customer Segment.

® Each Revenue Stream may have different pricing
mechanisms.
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Two Types of Revenue Streams

® Transaction revenues resulting from
one-time customer payments

® Recurring revenues resulting from
ongoing payments to either deliver a Value
Proposition to customers or provide post-
purchase customer support




weome L & How to Understand Revenue Streams

TEAM

® For what value are our customers really willing to
pay?

® For what do they currently pay?

® How are they currently paying?

® How would they prefer to pay?

® How much does each Revenue Stream contribute
to overall revenues?

N
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wwome L & Several Ways to Generate Revenue Streams

TEAM

® Asset sale

® Usage fee

® Subscription fees

® | ending/Renting/Leasing
® Licensing

® Brokerage fees

® Advertising

N
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Pricing Mechanisms

Fixed Menu Pricing

Predefined prices are based on static variables

List price

Product feature

Customer segment

dependent

Volume dependent

Florida

Fixed prices for individual products, services,

or other Value Propositions

Price depends on the number or quality of

Value Proposition features

Price depends on the type and characteristic

of a Customer Segment

Price as a function of the quantity purchased

Dynamic Pricing

Prices change based on market conditions

Negotiation

(bargaining)

Yield management

Real-time-market

Auctions

Price negotiated between two or more partners

depending on negotiation power and/or negotiation skills

Price depends on inventory and time of purchase
(normally used for perishable resources such as hotel

rooms or arline seats)

Price is established dynamically based on supply

and gemand

Price determined by outcome of competitive bidding
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How Do They Make Money?

OD /s

Iy 7 & /

2V O - facebook
Y - B

Product & service Subscription to a

; Ad revenue
sales service

KICK

Commission Freemium
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The Key Resources Building Block

® These resources allow an enterprise to create
and offer a Value Proposition, reach markets,
maintain relationships with Customer Segments,
and earn Revenues

® Key resources can be physical, financial,
intellectual, or human.

® Key resources can be owned or leased by the
company or acquired from key partners.
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J What are the Key Resources in Your Business?

® What Key Resources do our Value Propositions
require?

® Our Distribution Channels!?
® Customer Relationships?

® Revenue Streams!?




MENTORING g The Categories

TEAM

® Physical Assets
® |ntellectual
® Human

® Financial

N
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The Key Activities Building Block

® describes the most important things a company
must do to make its business model work

® Key Resources required to create and offer a
Value Proposition, reach markets, maintain
Customer Relationships, and earn Revenues.

® Key Activities differ depending on business model
type




MENTORING
TEAM

Florida

3

What Key Activities do?

What Key Activities do our Value
Propositions require!?

Our Distribution Channels?
Customer Relationships?

Revenue streams/?




ENTORRG 6 & Key Activities Categories

TEAM

® Production : designing, making & delivering a
product in substantial qty or superior quality

® Problem solving : coming up with new solutions
to individual customer problems.

® Platform/network : dominated by platform or
network-related Key activities (networks, software,
brands, etc)
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wewome o3 The Key Partnerships Building Block

TEAM

edescribes the network of suppliers and partners that
make the business model work

eFour different types of partnerships:
|. 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

N
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Ll S Who and Which?

TEAM

® Who are our Key Partners?
® Who are our key suppliers!?

® Which Key Resources are we acquiring
from partners!?

® Which Key Activities do partners perform!?

N
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J 3 Motivations for Creating Key Partnerships

|. Optimization and economy of scale
2. Reduction of risk and uncertainty

3. Acquisition of particular resources and
activities




wwome o3 The Cost Structure Building Block

TEAM

® describes all costs incurred to operate a
business model

® Creating and delivering value, maintaining
Customer Relationships, and generating revenue
all incur costs.

® Such costs can be calculated relatively easily after
defining Key Resources, Key Activities, and Key
Partnerships.

N
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FRNTLREE How To Measure Costs

TEAM

® What are the most important costs inherent in
our business model?

® Which Key Resources are most expensive!?
® Which Key Activities are most expensive?

® Two broad classes of business model Cost
Structures: cost-driven and value-driven
(many business models fall in between these two
extremes)

N
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wone . JClasses of Business Model Cost Structures

TEAM

® Cost Driven (focus on minimizing costs wherever
possible)

® Value Driven (instead focus on value creation):

I. Fixed Costs (Costs that remain the same despite the volume of goods or services
produced)

2. Variable Costs (Costs that vary proportionally with the volume of goods or
services produced)

3. Economies of Scale (Cost advantages that a business enjoys as its output
expands.)

4. Economies of Scope (Cost advantages that a business enjoys due to a larger
scope of operations.)

N
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top Takeaways

...three lessons about
Business Models

N
Florida




MENTORING g
TEAM

1. The business model identifies how you
create, deliver, and capture value.

2. Customers have jobs to be done - and
job context drives associated needs

3. Start by assessing if your targeted job is
truly top-of-mind for the customer

N
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1. The business model identifies how you
create, deliver, and capture value.

2. Different Customer Segments typically
require different business models.

3. Start by assessing if your targeted job is
truly top-of-mind for the customer

N
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1. The business model identifies how you
create, deliver, and capture value.

2. Different Customer Segments typically
require different business models.

3. The search for a beachhead segment
starts with finding customers that have a
compelling reason (need) to buy.

N
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Key Partners (&7 | Key Activities o

Does the customer

have a compelling i
reason to buy? -

Value Propositions =7 Customer Relationships

W

Channels

/\

Customer Segments E%

Cost Structure
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Who will How do

help you? youdoit? youdo?  you

KEY PARTNERS % KEY ACTIVITIES

What
do you
need?

KEY RESOURCES

*e

What will it cost?

COST STRUCTURE

In other words

Who do
you help?
VALUE .4 lnteraCt? *® CUSTOMER

PROPOSITION SEGMENT

What do How do

CUSTOMER
RELATIONSHIPS

How do
you reach
them?

®® DISTRIBUTION -
CHANNELS

. START .
 HERE .

’ »

How much will you
make?

REVENUE STREAM

Florida
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Key Partners

* Drivers

* Lobbyists
Investors
Other Partners

BMC: Uber

Koy_ActMtios

.

Platform (app) development
and enhancement

Marketing

Sales promotions to acquire
new customers
Communication with the
driver, customers, and partners

Network (Drivers & riders)
Platform (apps)
Technology talent
Improving its algorithms
and data analysis

Brand image

Customer @

Relationships

* customer is the critical
component

* same is the case with their
drivers

* General Public

* Regulators

Channels - O

word of mouth

social media

voucher, digital ads, paid
ads

media coverage

* Uber eats — Advertisement, delivery fees, Share in revenue ‘

Business Strategy Hub

- b N
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TEAM

Key Partners <?> Key Activities Value : .~ | Customer @ Customer Q

Relationships Segments

Hosts Platform development ForHost: - * Self-Serve Platform *+ Hosts
‘and se | . lized
Hosts who offer Sales and marketing Mgk ‘ Persona * Guests
haviors i ney Ri dati
experiences Managing bad be Make extra mor ecommendations

and risks Full control * Customer Service Support
Investors/ venture Protect sensitive ; ;

capitalists information
Corporate Travel Maintain Customer Service
partners & Managers ; —

Insurance companies g 52 Channels g
ol 0T
Professional . &sywbrmandmym )

Photographer Services & mm * Airbnb platform (website
S Aiankias and app)

o mm experience * Platforms like content

.

marketing, media coverage,
performs a background check pkalad taakens

Revenue Streams

* Host Fee (Ranges from 3-5%) %
+ Travelers Fees (Ranges from 0-20%)

‘nslness Strategy Hub

-
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TEAM

Key Partners <é> Key Activities

* Hire and retain
Alliances with Smart TV * Maintain and expand
companies * Produce, acquire and
alliance with gaming license
industry Develop its pricing strategy
TV network companies retain current customer
Google and Amazon

Customer @ Customer

Relationships Segments

» Self-Setup Made Easy * interested in watching

* Exceptional Customer movies, TV shows and
Experience documentaries

+ Online Live Chat Services * content for children and

* Social media adults

* Netflix gift Cards

Channels g

* Online streaming through
the website

+ Streaming on TV Apps and
Gaming consoles

* Mail delivery for DVDs

Cost Structure

* Major purchasing rights establishment (TV shows and movies)
Cost of producing movies
Cost for recommendations, R&D and artificial intelligence
Subscription maintenance cost
DVDs and mail-related shipping costs

Revenue Streams

* Monthly subscription plans g
* Basic
* Standard
* Premium

‘Icsincss Strategy Hub

NSU \
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