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[sources: Henry Chesbrough, photo: xerox.com|]

Xerox 914 - 1958 - $500 million by 1965
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Business Model...

A business model describes the rationale of how an

organization creates, delivers, and captures value.
(Alexander Osterwalder)
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How?

Taas (o0 Fwly (GFYlgw 4 42 )5 9 S Je

What?

Who?

ASPECTS

| Parinership | Actor | 1/ Relationship
. INFRASTRUCTURE ! j CUSTOMER
MANAGEMENT Agreement PRODUCT | Mechanism .. INTERFACE
Capability Value Configuration Value Proposition H Channel H Customer | :
Resource Activity : Offc;ri::g 6 Link Criterion
Cost I Profit I I Revenue
Account FINANCIAL Pricing
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Business Model Canvas

Efﬁ'&: -

Alexander Osterwalder
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Business Model Canvas

9 Building Blocks

B Customer B value Bl Channels Bl Customer
Segments Propositions Value propositions Relationships
An organization serves It seeks to solve customer are delivered to customers  Customer relationships
one or several Customer problems and satisfy through communication, are established and
Segments. customer needs with distribution, and sales maintained with each
value propositions. Channels. Customer Segment.
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9 Building Blocks

A &

B Revenue A Key Key B Key Bl Cost
Streams Resources Activities Partnerships Structure
Revenue streams result Key resources are the ... by performing anum-  Some activities are The business model
from value propositions assets required to offer ber of Key Activities. outsourced and some elements result in the
successfully offered to and deliver the previously resources are acquired cost structure.
customers. described elements ... outside the enterprise.
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Business Model Building Blocks
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The Business Model Canvas
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The Template For Business Model Canvas

The Business Model Canvas

—

Key Key ‘:"'“" AWy . Customer v, Customer
Partners Activities ey Proposition .,‘" ) Relationships Segments

Key ¢ Channels e
Resources - \@

Cost = Revenue
)
Structure = Streams
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1

CUSTOMER SEGMENT

CS

Mass Market
Segmented (Banking
Customer over $X)
Niche Market
Diversified (Amazon)
Multisided (Youtube —

Google)

&Sl 9 (pliwd Juad oS Hub aF A 5o w5 D)l plojlw b S8l I Salixe sl& 09,5
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Market Segmentation:
Dividing a market into smaller groups of buyers with distinct needs,
characteristics, or behaviors who might require
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CUSTOMER SEGMENT
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The Business Model Canvas
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Value Proposition

VP
Newest

igi Price
Design

BRAND
FAST/GETTING THE
JOB DONE

Accessibility

V=B/C Benefits: functional +emotional Cost: Monetary+time+Psyschic
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Value Proposition

VP VS .:.a}ll,...
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> Channels
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Channels

Channel Types Channel Phases
Sales force
Y
e £
g 0 Web sales 1. Awareness 2. Evaluation 3. Purchase 4. Delivery 5. After sales

How do we raise aware-  How do we help custom-  How do we allow custom-  How do we deliver a Value  How do we provide
ness about our company's  ers evaluate our organiza-  ers to purchase specific Proposition to customers?  post-purchase customer

Own stores . . f :
products and services? tion's Value Proposition?  products and services? support?

Partner

stores

Partner
Indirect

Wholesaler
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Customer Relationships

CR

ns e L bli)l

Personal Assistance
Self Service

Automated Service (Book &

Movie recommendation)
Community

Co-Creation (Create Content)
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/5—* Revenue Streams
J

Product Sale
Usage Fee
Subscription Fee
Renting/Leasing

Licensing

Brokerage Fee

Advertising
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Key Resources

Physical

Intellectual (Brands —

Customer Databases)
Human

Financial
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'77/ Key Activities

Production

Problem Solving

Platform & Network
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Key Partnership

Motivation

Optimize Resources &
Activities
Reduction of Risk &

Uncertainty

Acquisition of particular

resources and activities
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Cost Structure

CS

Fixed Costs

Variable Costs
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Some activities are outsour-
ced and some resources are
acquired outside
the enterprise. by petforming:a
number of Key
Activities.

ns a1 edell”

Aon
C”‘ NN ELS \Ja\uep o tnicat\on. »
me' ales ha nnel? : /

'REVENUE STLEANS

! The businpss ‘model elements result i m the y Revenue streams result from value
cost structure. 2 ’ ‘ propositions successfully offeredto
customers.
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PARTNER CUSTOMER
NETWORK RELATIONSHIP
CORE VALUE TARGET
CAPABILITIES PROPOSITION CUSTOMER
VALUE DISTRIBUTION
CONFIGURATION CHANNEL
COST REVENUE
STRUCTURE STREAMS
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Google Business Model

Key Partners Key Activities Value Propositions Relationships Customer Segments
R&D - Build New S eean ~eaa || Automation (where -
Products, Improve WS&‘.’%"‘“" -‘ possible) Internet Users
Existing products : xteixdsbeld !
o, Dedicated Sales for e
Manage Massive IT Targeted Ads using large accounts Advertisers,
Distribution Infrastructure Adwords (CPC) L Ad Agencies
Partners : 5 -
Extend Ad campaigns Google Network
using Adsense Members
Key Resources » : Channels
Display Advertising ‘
e b Mgmt Services Global Sales and
Support Teams
: Multi-product Sales -
IPs, Brand - s
Hosted web-based Eatarndsds
Google Apps adinte:
Cost Structure Revenue Streams
Traffic Acquisition R&D Costs (mainly ‘Ad Revenues — ~ Ad Revenues —
Costs personnel) Google websites Google niw websites
Data center Enterprise Product Fere

www.businessmodelgeneration.com
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Facebook — World’s leading Social Networking Site (SNS)

Key Partners Key Activities Value Propositions Relationships Customer Segments
_ Platform Same-side
Development Connect with your Network Effects
friends
Data Center ; L
NP Fa e Discover & Learn,
Operations Mgmt Express yourself - Internet Users
Content Partners
' Shows,
nges 'Mus’ic_.r Key Resources Channels
] Facebook P —— Website,
Platform Personalizedand Mobile Apps
Technology
Infrastructure !

Cost Structure

Data center Marketing and Research and
costs Sales Development Free

General and
Administrative

www.businessmodelgeneration.com
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Refrence: Businessofsoftware.ir
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The Art of Pivoting
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The Art of Pivoting
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The Patterns
Of Business Models




Patterns
Overview

Startupiha.com

Unbundling Business Models

The Long Tail

Maobile Telco

CONTEXT An integrated model combines infrastructure The Value Proposition targets only the most
(BEFORE) management, product innovation, and profitable clients,
Customer Relationships under one roof.
CHALLENGE Costs are too high. Targeting less profitable segments with specific
Several conflicting organizational cultures Value Propositions is too costly,
are combined in a single entity, resulting in
undesirable trade-offs,
SOLUTION The business is unbundled into three separate The new or additional Value Proposition targets
(AFTER) but complementary models dealing with a large number of historically less profitable,
* Infrastructure management niche Customer Segments—which In aggregate
* Product innovation are profitable.
* Customer relationships
RATIONALE IT and management tool improvements allow IT and operations management improvements
separating and coordinating different business allow delivering tailored Value Propositions
models at lower cost, thus eliminating undesir- to a very large number of new customers at
able trade-offs, low cost,
EXAMPLES Private Banking Publishing Industry (Lulu.com)

LEGO
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CONTEXT
(BEFORE)

Startupiha.com

Multi-Sided Platforms

One Value Proposition targets one
Customer Segment.

FREE as a Business Model

A high-value, high-cost Value Proposition
is offered to paying customers only.

Open Business Models

R&D Resources and Key Activities are
concentrated in-house:

» |deas are invented “inside” only

* Results zre exploited “inside” only

CHALLENGE

Enterorise fails to acquire potential new cus-
tomers who are interested in gaining access to
2 company's existing customer base (e.g game
developers who want to reach console users)

The high price dissuades customers.

R&D is costly and/or productivity is f2iling.

SOLUTION
(AFTER)

A Value Proposition “giving access” to a com-
pany's existing Customer Segment is added
(2.g. 2 game console manufacturer provides
software developers with access to its users)

Several Value Propositions are offered to
different Customer Segments with different
Revenue Streams, one of them being free-
of-charge (or very low cost).

Internal R&D Resources and Activities are
leveraged by utilizing outside pariners.
Interna! R&D resiéts are transformed into 2
Value Proposition and offered to interested
Customer Segments:

RATIONALE

An intermediary operating 2 platform between
two or more Customer Segmenis adds Revenue
Streams to the initial model.

Non-paying Customer Segments are subsidized
by pzying customers in order to zttract the
maximum number of users.

Acquiring R&D from external scurces can
be less expensive, resufting in faster tims-
to-market. Unexploited innovations have
the potential to bring in more revenue when
sold outside.

Google

Video game consoles from
Nintendo, Sony, Microsoft

Agple

iPod, iTunes, iPhone

Advertising 2nd newspapers
MEE'O

Flickr

Cpen Source

Red Hat

Skype {versus Telco)

Gillette

Razor and blades
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Multi-sided Platforms

Example: Google's Business Model

* The heart of Google’s business model is its
Value Proposition of providing extremely 1 R
targeted text advertising globally over the ©
web.

* The model only works, though, if many people

use Google’s search engine. o~
* The more people Google reaches, the more
ads it can display and the greater the value . P
created for advertisers. fD
\
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Flickr

P = [KA &P &

PLATFORM
MA NAGEMENT

MASS CUSTOMIZED
SWITCHING COSTS

vYaHoo! KR @ - -:

H @

R Z2|C5

T

s
FLICKR PLATFORM - FLICKR.COM
BRAND n o YAHOO.COM
2% s}
P
FLATFORM DEVELOPMENT : .
© AnNuAL

can purchase a “pro” account and enjoy unlim- L ——————————————————————— |

ited uploads and storage space, plus additional Fixed and s

features.

2ocounts for casea

g);szLsLQ)lf)__xmeﬂ)._)
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BUSIUESSANODELGEUERATION.COMN

en.wikipedia.org/wiki/Business_model Resources

www.businessofsoftware.ir

g@}i BUSINESS MODEL
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