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BUSINESS MODELS



Market analysis 

Market analysis

Market trends

Market share

Customers/ 
Competitors

Description of 
the market

Size, population, 
country, 

marketing tools
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A business model describes
the rationale of how an
organization creates, delivers,
and captures value

A business model must be simple-understandable and efficient. 
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What is a business model?

 Although value is central, it is important to point out that the business model is
conceptual, rather than a financial, model of a firm (Teece, 2010). As such, it is thought to
describe how and why a firm provides a product or service on a competitive market by
credibly presenting what it is that motivates the actors that are involved in the value
creation, as well as the factors that enable the firm to capture value (Teece, 2010).
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Business Model

Value offering
Resources & 

activities
Value capture

Long-term 
competitiveness



TRANSITION OR EXTINCTION?

 Business transformation= business transition 
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Business 
model 

Business 
as usual

CREATE VALUE 

Social Environmental 



How do we build a business plan?
9 Building Blocks
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How do we build a business plan?
9 Building Blocks
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CUSTOMER SEGMENTS

 “The Customer Segments Building Block defines the different groups of people or 
organizations an enterprise aims to reach and serve
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Needs

• Dress

• Eat 

Attract (Distribution 
channels)

• Advertising 

• Sales

• Regular customers

Relationships

• Trusted brand

• Good quality products

• Fidelity 

Profitability/Pricing

• Range of products

• Price of the products

• Customers’ share

Pricing/Customer 
behaviour

• Higher-priced products

• Good quality products

• Customers’ income/ purchasing 
power



customer segments
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Mass Market Segmented Diversified Multi-side platform Niche market

on one large group
of customers with 

broadly similar needs 
and problems

Customers with similar 
but varying needs and 

problems

Two unrelated Customer 
Segments

with very different 
needs and problems.

Some organizations 
serve two or more 

interdepen-
dent Customer 

Segments

Customers with 
very specific needs



Value proposition
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VALUE

PRODUCTS
SERVICES

CUSTOMER



customer segments
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Newness Performance Customization Design Brand/status

Serve entirely new 
needs (technology)

Improving a service or a 
product

Customising products & 
services to the needs of 

specific customers

A product that might 
stand out because of its 

superior design

Customers with 
specific 

preferences to 
brands due to their 

status



customer segments
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Price Cost reduction Risk reduction Accessibility
Convenience/usab

ility

Offering similar value at 
a lower price

Helping customers 
reduce their costs 

Risk reduction for a 
product or service that 

has been purchased 
(guaranteed products)

Making products and 
services available to 

customers lacked access

Making things 
easier or more 

convenient to use



Communication & distribution channels

Communication Distribution Sales
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Raise awareness 
about products & 

services
Evaluate a company

Allow customers to 
buy products & 

services

Post-purchase customer 
support

Sales force Web sales Own stores Partner stores Wholesaler



CUSTOMER RELATIONSHIPS

Company
Customer 
Segments
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Personal 
assistance

Dedicated 
customer 
assistance

Self-service
Automated 

services

Communities 
(online)

Co-creation 
(reviews, 

comments)



Revenue streams
How can companies generate cash?

 The Revenue Streams Building Block represents the cash a company generates from each 
Customer
Segment (costs must be subtracted from revenues to create earnings);

 For what value is each Customer Segment truly willing to pay?

 Pricing mechanisms:
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Fixed prices Bargaining prices
Auctioning 

(binding 
processes) 

Market dependent Volume dependent

Yield 
management(affect 
consumer behaviour 

to generate more 
profit)

Types of productsCustomers pay for: How do they pay
Contribution to the 

general streams



Revenue streams
How cash can be generated?

Asset sale

•Ownership rights

•Products

Usage fee

•Fee for a 
particular use

•Charge for use 
numbers

Subscription fees

•Fees for having 
access to 
products/services
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Lending/Renting/Leasing

• Use of a product/service 
for a specific duration 
under a specific fee

Licensing

• Use of intellectual 
property under a fee

• Allows users to generate 
revenue from 
manufacturing or 
commercialisation of a 
service/product (music 
licensing)

Brokerage fees

• Gain revenue from 
acting as an 
intermediate between 
two different actors/ 
parties

Advertising

• Brand

• Product/service



Pricing mechanisms:
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Key resources

 Key resources: important assets required to make a business model work

19

Physical Financial Intellectual Human

Own AcquiredInterlinkages

Physical assets

• manufacturing 
facilities, buildings, 
vehicles, machines,

• systems, point-of-
sales systems, and 
distribution

• networks

Intellectual

• brands, proprietary

• knowledge, 
patents and 
copyrights, 
partnerships,

• and customer 
databases 

Human

• knowledge-
intensive and 
creative industries

• Scientists, experts, 
experienced 
personnel, highly 
educated 

Financial 

• financial resources

• and/or financial 
guarantees, such 
as cash, lines of

• credit, or a stock 
option pool for 
hiring key 
employees



Key activities

 Key activities: actions that company needs to do to successfully develop its business model
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Production

Platform/network

Problem solving
Designing/ Producing/ 

Delivering a product or service

New solutions to continuous 
customers’ problems (knowledge 

management and continuous 
training processes)

A designed platform as key activity of 
business operation



Key partnerships

 Companies create alliances to optimize their business models, reduce risk, or acquire 
resources.
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• Relationships 
to assure 
supply 

• Development 
of new 
businesses

• Strategic 
partnerships 
between 
competitors

• Alliances 
between non-
competitors

Strategic 
alliances

Competition

Buyer-
supplier

Joint 
Ventures



What is the purpose of key partnerships?
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• Relationship between 
supplier & buyer for 
resource pooling 

• Public-private 
partnerships or industrial 
symbiosis partnerships 
for developing new 
investments in a common 
area of interest

• Partnerships to perform 
company’s own activities 

• Alliances between 
competitors can reduce 
risk

Reduction of 
risk & 

uncertainty

Acquisition 
of particular 
resources & 

activities

Optimisation 
& economic 

of scale

Partnerships 
of scale



Cost structure

Value driven Cost-driven
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Value driven Cost driven

• High-degree of 
personalised 
services

• Focus on value 
creation with cost 
considerations

• Low price value 
proposition

• Automation 
• Outsourcing 



Cost structure
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Economies of scope

Cost advantages that companies enjoy due to their 
multiple scopes and activities

Same departments or distribution channels support 
diverse products 

Economies of scale

Cost advantages that companies enjoy due to their 
expansion / lower purchasing rate of raw material etc

Clothing companies buying cotton 

Variable costs

Costs/volume number of products/ customers Music festivals



Business model canvas
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External factors
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Swot analysis

Strengths Weaknesses

Opportunities Threats

SWOT ANALYSIS
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Different parts of a business model

 Value offering, which describes customer value, customer relations, and market-
segmenting (e.g., Teece, 2010)

 Resources and activities, which describes how production of the value offering is done
through the management of production factors and activities (Amit and Zott, 2001; Zott
and Amit, 2010)

 Value capture, which describes the fiscal flows and economical aspects of relations to
main stakeholders, such as employees, suppliers, owners, and customers (Morris et al.,
2005). It also describes other types of intangible values that different stakeholders
capture through engaging in the value offer (Haque, 2011).

 Long-term competitiveness, which describes the economic durability (Magretta, 2002)
and ecological sustainability (Stubbs and Cocklin, 2008) of the business model.
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