2 Day Workshop on
Business Model Design

Tecnologico de Monterrey

Guadalajara, Mexico, June 7-8, 2007



change is the process by which

the future Invades our lives

-> Alvin Toffler




¢¢ business people don't
just need to understand

des

1gners be

ter; they

need to become??
designers

Roger Martin, Dean Rotman School



why Is each of us here?




for the next 2 days?



this workshop Is an experiment!



what Is design?



tell me, what Is design?




¢ the only thing that’'s
not designed 1s 9
nature

Dave Kelly, IDEO



€¢

adaptation of
means to a 9
preconceived end

dictionary.com



6 .
transtormation of

existing conditions ’
Into preferred ones

Herbert Simon, 1969






redesign of a shopping cart



video



what Is striking In the video?



characteristics of
design thinking?



user-centered




creativity & exploration




Interdisciplinary




*






the designer’s
toolbox



co-creation

*
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visualization




prototyping

*



and business?



how can design thinking

contribute to business?



what IS a
business model?



what'’s your business model?



evolution of the concept

% define & classify list business describe business~_ | model business apply business
% | business models model model elements model elements A model concept
t components

b

= definitions & "shopping list” components as reference models  applications &
£ taxonomies of components building blocks & ontologies conceptual tools
a

g Rappa [2001] Linder & Cantrell [2000] Afuah & Tucci [2001; Gordijn [2002]

< Timmers [19598] Magretta [2002] 2003] Dsterwalder & Pigneur

= Amit & Fott [2001] Hamel [2000] [2002]

Weill & Vitale [2001]



understandings

@ Business Model DEFINITION
Concept what is a business model?

i
2 | META-MODEL
@ | whatelements belong into a business model?
I
=0

@ Business Model Business Model | | &

e usiness OB |2 | Taxonomy OF TYPES
ype ype S | which business models resemble each other?

SUB-(META)-MODELS
what are the common characteristics?

3J Business Model Business Maodel Business Madel
of Dell of Amazon eBay | INSTANCES (VIEW OF COMPANY)
o
k-,
w
E MODELLED INSTAMCE
I
Dell Amazon eBay REAL WOLRD COMPANY




Business model
ontology

Value
Proposition
Target Customer
Distribution
Channel

Customer
Relationship

Value
Configuration

Capability

Partnership

Cost Structure

Revenue Model

- Weill and Vitale Petrovic, Kittl et _ Afuah and Tucci Tapscott, Ticoll Linder and
Stahler 2001 ' Gordijn 2002 :
2001 al. In £e 2003 et al. 2000 Cantrell 2000
Yalue
value proposition gtrrg?;';i'émm Value Model Yalue offering Customer Valua value proposition
ohjective
Customer
ot S ant .
Segments Market Segment Scope
Customer
Channels ! channel model
relations model
Customer COMMErce
relations modal relationship
connected
. : e3-valus A COMmmerce
Architecture Froduction Mode . . activities, value h-wehs
i &
configuration configuration process model
Core
competencies, Fesource Model capahilities
C5SF
) sustainability
Architecture gc?'lﬁllna?iscss Actors (team-up h-webhs
strateqy)
Yalue exchange cost structure
Source of pricing, revenue pricing model
Revenue Model Revenus Model value exchange i
’ revenue g source revenue maodel

existing frameworks (i)




Business model
ontology

Value
Proposition

Target Customer

Distribution
Channel

Customer
Relationship

Value
Configuration

Capability

Partnership

Cost Structure

Revenue Model

Chesbrough and

Mahadevan = Amit and Zott Applegate and Maitland and
Hamel 2000 2000 Dgnenbloom Magrefta 2002 55p4 Collura 2001 Van de Kar 2002
Product'market ST e Value proposition What does the Transaction Product and ;ran:: ;z N
r i;| - 1
scope customer value? component Services offered ety e el
. Who is the Market
Market scope Market segment customer? opportunity Market segment
' How can we
gﬂmllc;':_e?r:fi P deliver value at Marketingfsales
inspi)ght o an appropriate madel
cost?
Relationship Brand and
dynamics reputation
. . Structure of the Architectural :
Core processes Logistical stream E e configuration Operating model
o E}url?ﬁgzatmn and
competencies, '
. management
strateqgic assets model)
B Position in the Transaction N S
coalitions B FaILpE R creating value

Cost structure

What is the
underlying
gconomic vale?

pricing structure

Revenue stream

How do we make
maney in this
husiness

B=nefits to firm
and stakehaolders

Revenue Model

existing frameworks (il




business model framework

_________________________________________________________________________________________
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a business model describes the value an organization offers to
various customers and portrays the capabilities and partners
required for creating, marketing, and delivering this value and
relationship capital with the goal of generating profitable and

sustainable revenue streams

[Osterwalder (2004) The Business Model Ontology] E?%



external forces



5 forces
customer technological
needs change

BUSINESS
MODEL
legal
environment

competition %

social
environment




STRATEGY

BUSINESS
MODEL

ORGANIZATION TECHNOLOGY

the business model’s place in the company



why this rise of the term business model?

Year in title in abstract in keywords in full text
2003 30 159 10 667
2002 22 109 2 617
2001 11 100 7 609
2000 16 67 1 491
1999 3 42 1 262
1998 1 19 0 128
1997 1 14 0 66
1006 0 14 0 af
1995 0 4 0 36
1994 0 2 0 18
1993 0 5 0 18
1992 0 2 0 15
1991 0 1 0 10
1990 0 4 0 [

occurrences of the term “business model” in scholarly reviewed journals

*



YOU INC.



Vinod Khosla, VC



play Niklas Zennstrom, serial entrepreneur



design your business model

[

CORE
CAPABILITIES

PARTNER
NETWORK

I
ACTIVITY

CONFIGURATION
. J

COST
STRUCTURE

]

4 )
CUSTOMER
RELATIONSHIPS ||~
VALUE | CUSTOMER
PROPOSITION f A SEGMENTS
DISTRIBUTION |/
CHANNELS
. J
REVENUE
STREAMS

[Osterwalder (2004) The Business Model Ontology]

*



choose your market



design YOUR
business






break-out session



sketch out the market

/////{ISSUES}~\\\\\

{ACTORS} [MARKET}

\\\\\{OFFERS}’////




what value do you offer to which

customer segments?

B it

- e e e e e e e e e

P e

OFFER
e A
VALUE
PROPOSITION
\ J
4 )

value proposition 1
value proposition 2

__________________________

CUSTOMER
e A
CUSTOMER
SEGMENTS
\ J
4 )

customer segment 1
customer segment 2

e e e e e e e e e e -



why talk about
business models?



how do you

business model?




without a common language



how do you a

business model?




0 8%
% - 300%

Lorem ipsum dolor sit amet, consectetuer adipiscing elit. Cras in tortor. Sed posuere erat. Maecenas emper,
risus ut egestas pulvinar, lectus ante feugiat quam, sit amet congue odio lacus ac ipsum. Aliquam suscipit, est ut volutpat vulputate, nulla felis
pulvinar libero, non ornare libero ipsum tristique tortor. Fusce sed | - : feugiat malesuada. Donec aliquet. Vivamus semper eros nec

/i m arcu, imperdiet nec, congue ac, scelerisque vel, nulla. de consequat euismod.
Pr. t edllie urna nec leo. Proin eros. Maecenas ac sem nec dui sodal j pendisse vel tortor.
Pr i iefl sem nec aliquet ultrices, nunc est egestas eros, non hend o vitae leo faucibus

vulputate. Proin dignissim eros at augue.

Nam luctus nulla non nibh. Nam at lorem ac mauris laoreet viverra. In pla urna. Integer vestibulum

condimentum orci. Fusce velit turpis, malesuada quis, scelerisque ut, eleif um justo nisl, tincidunt

et, semper vel, tristique quis, eros. Vestibulum tempus, massa vel consect 5 h cilisis orci nibh vitae

nurin Mama finaidint wiona natis ligula. Nunc orci nulla, ornare quis, lobortis viverra, dapibus at, turpis. Suspendisse sit amet nisl at enim tincidunt
t, suscipit sed, egestas sit amet, vehicula vitae, tellus. Maecmms nec metus vel nisi interdum pellentesque.

Develoj  ent plan

. Quis wgue felis, co do a, elementum aucibus id, s Ag A1 rutrum enim. Pl nt pulvinar dignissim nis|
ame s. Pellentesqu - r vitae, lobort dismod in, mi. Ut I t, tellus laoreet blandit T .
mole igula massa e . . a sit amet orp ‘erdum, neque nunc is leo, vitae porttitor mi
facili llus gravida lit Phasellus ut lorem. Pellentesque a ¢ et augue suscipit ncorper. Aenean eleifend _
Business Plan
) ) . . . - . ) (200520000
. Etiar arcu. Vestibulumi ia nunc in ex Jspendisg tenti. Aligt rat volutpat. 2c gravida. Lorem ipsu
elit. sociis natoque per. ‘ .S parturis ontes, nascet liculus mus: . vel enim et metu
Maecchias faucibus ligula convaine ~wadris dui quésii;congue eu, comimicue Aec, tristigue = in. Nulla auctor se e ——

jaculis vestibulum. Aliguam dictum risus at odio. Fusce at lorem et elit faucibus placerat. Aenean velit. Proin elit odio, bl
dui. Nunc magna dolor, bibendum ut, accumsan congue, tincidunt sit amet, neque. Proin consequat tincidunt lacus. In
facilisis imperdiet, lorem.

. Ut bibendum volutpat mi. Pellentesque quis magna non lectus elementum pretium
t eget, egestas consectetuer, ornare vel, felis. Nam ornare justo id orci mattis ultricie:
lorem. Aenean scelerisque, lacus eget ullamcorper scelerisque, ipsum urnagi i
gEggUe penatibus et magnis dis parturient montes, nascetur ridiculus mus)
et orci ut sapien v
obortis volutpat.







how do you a business model?




with outdated methods




how do you the

of a business model?



*



how do you a business

model ?



we re-invent the wheel



“Business model innovation matters’”

and it i1s a top priority of CEOs



Operating Margin Growth in Excess of
Competitive Peers

compound annual growth rate over five years

[Source: IBM, CEOs are expanding the innovation horizon: important implications for ClOs]



Benefits Cited by Business Model
Innovators

percent of respondents

[Source: IBM, Global CEO Study 2006]



the process of
designing innovative
business models



the focus of the
business model
Innovator & designer



user-centered




PARTNER CUSTOMER
NETWORK RELATIONSHIPS
CORE N | / VALUE N | 4 CUSTOMER
CAPABILITIES r A PROPOSITION 4 N SEGMENTS
ACTIVITY DISTRIBUTION
CONFIGURATION CHANNELS
. J . J
COST REVENUE
STRUCTURE STREAMS




Nokia: Jan Chipchase




creativity & exploration




Googleplex




/(0:20:10



API]



|

CORE
CAPABILITIES

PARTNER
NETWORK

I
ACTIVITY

VALUE
PROPOSITION

CUSTOMER
RELATIONSHIPS

CONFIGURATION
. J

COST
STRUCTURE

DISTRIBUTION
CHANNELS

CUSTOMER
SEGMENTS

|

REVENUE
STREAMS




continuous Innovation

*



Interdisciplinary approach




Grameen Phone Bangladesh




~N

Grameen

\.

J

Bank
|\
4
telecom
operators
L
micro-credit
_
mobile activity
telephony configuration
J
\
billing
/
telecom
infrastructure

customer

-

village
telephony

~N

source of
revenue

-

phone ladies

J

~N

N

-
Grameen

villager

Bank (billing)
J

.

phone ladies

J

mobile phone
revenues



holistic design

*



Apple iTunes & iIPod




content
producers

4 N\
hardware
suppliers

. J/

4 )
hardware & prod. & softw.
softw. dev. design

\_

e N s
e-commerce brand
management
\. J \
r h s
multimedia hardware
rights mgmt distribution
J \_ J
N\ 4
content content
distribution
\ J \_ J

cost structure

lifestyle brand

Apple stores

.

______________

dealer
network

J

\

multimedia
downloads

iTunes

J

“high-end”
consumer

hardware
revenues

multimedia
revenues




strategic fit



the Amazon.com you know



Amazon Simple Storage Services (S3)



customer

partners relationships
L
product
selection 4 h 4 _ h 4 h 4
J content selling stuff mass
Amazon.com
N management on the Web customer
. . . \ J . J . J .
distribution p § p L p N P
J warehousin Web2.0
< ehousing Amazon S3 Internet API .
& distribution companies
product \ J \ J \ J .
search 4 N 4 N e N e
J : A9 product e-commerce
data services Internet :
search sites
Amazon.com \. J \. J \ J \
data grid
p N selling stuff
IT infra Z _
. J data storage
( ) fees
. \_ J
marketing P =
\. J search engine
revenues




back to
YOU INC.



the customer interface



It better be integrated...




how do you reach your customers?

- e e e e e e e e e - e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e

/ OFFER M CUSTOMER

E 4 ) 4 ) 4 )
| VALUE C;LOD'VI'Q/'TUR'\I'I'B%ATTI'SNN CUSTOMER

| PROPOSITION SEGMENTS

L ) L CHANNELS )L )
e ) 4 N )
| value proposition 1 channel 1 customer segment 1

| value proposition 2 channel 2 customer segment 2

L )4 L JRN )

___________________________________________________________________________________

N e e = - - ———



designing channels

.

COMMUNICATION & DISTRIBUTION CHANNEL

\-

/

.

AWARENESS

HEVALUATIONH PURCHASE H

AFTER
SALES

H TRANSFER

J




how do you build relationships

with your customers?

B it

- e e e e e e e e e

P e e e e e e e e e e e e e e e T i T T e S

OFFER M CUSTOMER
4 ) - ) 4 )
VALUE CUSTOMER CUSTOMER
PROPOSITION RELATIONSHIP SEGMENTS
. J \. J . /
4 ) 4 N )
value proposition 1 mechanism 1 customer segment 1
value proposition 2 mechanism 2 customer segment 2
L )il )L )

__________________________

_________________________________________________________

N e e = - - ———



END DAY 1
good work!



DAY 2



summary of yesterday

=we're applying the business model concept
*many good ideas developed

=enthusiasm for projects

= productivity quite good (but no Swiss watches)
"room to improve visualization

" |lack of « crazy » ideas



hard work continues



1. identify interdisciplinary stakeholders




do you have to get the IT

team out of their cubicles?



2. understand (business) environment




various starting points / depending on context

[

CORE
CAPABILITIES

CUSTOMER

VALUE
PROPOSITION

RELATIONSHIPS
I
DISTRIBUTION

CUSTOMER
SEGMENTS

J

4 N\
PARTNER
NETWORK
I
ACTIVITY
CONFIGURATION
. J

COST
STRUCTURE

CHANNELS

REVENUE
STREAMS

[Osterwalder (2004) The Business Model Ontology]

*



3. suspend reality




4. bring back reality




4 )\ 4 N\
independent :
films _ _ profile
large movie \ J (niche) movies \ J specialized
database - | N over the - | N clientele
ACTIVITY Internet Web
CONFIGURATION €
L J L J
COST REVENUE
STRUCTURE STREAMS

online movie rental (with large niche movie
database) %



5. chose suitable design




6. sketch out projects & workload




Project
name

Estimated
workload

Project V1 10
Value man/days
Proposition
P Project V2 120
man/days
Distribution : 38
Channels Project C1 man/days




/. outline key Indicators to follow




Project Estimated | KPI
name workload | (measure)
Project V1 L0
Value man/days
Proposition
P Project V2 120
man/days
Distribution ) 38
Channels Project C1 man/days




8. select the right teams and people




Project | Estimated | KPI Target

name workload | (measure) level
Project V1 L0 Mr. Jan
Value man/days
Proposition
P Project V2 120 Ms. Tee
man/days
Distribution Project C1 38

Channels man/days




9. execute the plan




10. evaluate, learn and redesign




break-out session



how do you earn your money with this

business model?

B it

- e e e e e e e e e

P e e e e e e e e e e e e e e e T i T T e S

OFFER K FINANCE
4 ) 4 ) 4 )
VALUE REVENUE CUSTOMER
PROPOSITION STREAMS SEGMENTS
. J G J . /
4 ) 4 N )
value proposition 1 revenue stream 1 customer segment 1
value proposition 2 revenue stream 2 customer segment 2
N )il )L )

__________________________

_________________________________________________________

N e e = - - ———



business model
examples



Goldcorp

4 ) 4 N\
“geology prize” CUSTOMER
— 500’000 $US RELATIONSHIPS
exploiting ~ I / minin \ I / CUSTOMER
mines - \ J - N(l  SEGMENTS
research DISTRIBUTION
CHANNELS
. J . J
low costs through REVENUE
open exploration STREAMS

Goldcorp publicly shared all of its geological data
and offered US$ 500’000 in prizes for
determining where they might find the next 6
million ounces of gold %






from copyright to creative commons

creatlve
commons

®OOGO




[

deliver voice &
video quality

11 e B ay”

K

\

software
development

J

i

free VoIP & value
added services

J

software
development

free voice—over—IP VoIP telephony

X

-

website

-

~N

internet

J

global
(non segmented)

large scale
low margin

& value—added services



1291 Cityhomes low—cost hotel/rental in New York

City
e N
young
curious
\__Smes ) CUSTOMER
(" . . h RELATIONSHIPS
apartmen
owners
\\§ J/
p
keep down
costs renting out accé?nwmcoods;ion DISTRIBUTION the cost
b rooms CHANNELS sensible
e New York
find demand
L
low cost rents




Tecnovate

“import” young
curious CUSTOMER

Europeans to RELATIONSHIPS

India to work

costs CONFIGURATION center CHANNELS corporations

low-cost multi
[ keep down ACTIVITY lingual call DISTRIBUTION European ]
outsourcing

REVENUE

low cost STREAMS

business process outsourcing “up-side down’ in
India *-



from bloated head to the long tall

arity

Fopul

Long Tail

Products



1

number of mobile
phone users with
the right profile to
increase the
value for

S e e e

mobile network
operator that
‘rents out”
capacity to Blyk

finding and
contracting
advertisers

N\ (

marketing to
mobile users with

J
\/
an interesting

\_advertising profile ) |

[ marketing ]

4 .. )
FREE advertising
supported mobile

telephony

- J

4 2\
access to a pool
of targeted young

/\ advertising public /\ f

FINANCE

____________________________________

regular ad
messages via
mobile phone

4 )

the young and the ]

hip

subscribers fill
™~ out profile on the advertisers
9 Internet /)
™~ sales force

~

______________

advertising fees

_________________________________________________________________________________________________

N e o o e - - - - - - - - - — - ———

N o -



blue oceans



designing blue oceans




> market boundaries are
not given

> they are reconstructed
by the actions & beliefs
of industry players



RED OCEAN

BLUE OCEAN

compete in existing
markets

beat the competition
explore existing demand

make the value/cost trad-
off

align with differentiation
OR low cost

create uncontested
markets

make competition
irrelevant

create & capture new
demand

break value/cost trad—off

align with differentiation
AND low cost



differentiate your value proposition



working definition value proposition

= a customer value proposition gives an overall view of
a company's bundle of products, services and client
advice.

= it Is the sum of the total benefits a customer is
promised to receive in return for a payment (or
other value transfer)



what are the 5 most
Important competitive
attributes that
characterize a game
console’s offer?

(e.g. price, performance, design)

attribute 1
attribute 2 e.g. performance
e.g. price



5 attributes

1. most important attribute
2. second most important
3. ...

4. ..



4 N M < W0



Microsoft



-
o
=
N
O
Q.
O
| -
a
o
=
©
>
©
=
©
| -
(e

 —

R

V.----

A

5 - high

3 - medium

1-low

aouewopad syueq

[Kim & Mauborgne (2002) Charting Your Company's Future] E?%



live Excel




Microsoft

\\



eliminate raise

reduce create



/THE

BODY
SHOP

_____T__l_ls:__BQ_d:f__S_l_l_ép___

OffEl'illgS """""""""";""""""""'"""“;‘"'""""%"" o " """" ;’"""'"'"""""'"""“"'"“'% """""

Cosmetics Industry

Low S S S S

L [ 1 | |
Price

High-tech Glamorous Natural Representation
science Image mgredients Of healthy

Packaging
advertising

Tiving



CIRQUE DU SOLEIL




YOU INC.



which activities and resources do | need

for these capabilities?

, 4 ) S
CUSTOMER
| RELATION
: L J
,eTTTTTTTITTITT T relation 1
INFRA relation 2
| [N
: N J
Ve Y N :: s Ve N N
5 CORE | VALUE i VALUE | channgLs L CUSTOMER
18 CAPABILITIES JIN CONFIGURATION ) i: X PROPOSITION )L L SEGMENTS )
: " N N N( N7
: capability 1 activity/resource 1 || value prop 1 channel 1 segment 1
! capability 2 activity/resource 2 value prop 2 channel 2 segment 2
AN AN /\ J J J
: ¥ p <
.‘ REVENUE
S STREAM
Mo . 1 \_ J
U 3 - 1 Ve N
revenue 1
\ revenue 2




what do | do myself, what do | do with

partners?

, 4 ) S
CUSTOMER
1 RELATION
: L J
,eTTTTTTTITTITT T relation 1
INFRA relation 2
| [N
: N J
Ve Y N :: s Ve N N
PARTNER || VALUE VALUE | CHANNELS H CUSTOMER
! NETWORK JU CONFIGURATION ) X PROPOSITION JIN JIN SEGMENTS )
: NC N N Y
: partner 1 activity/resource 1 || value prop 1 channel 1 segment 1
! partner 2 activity/resource 2 value prop 2 channel 2 segment 2
AN AN /\ J J J
: ¥ p <
.‘ REVENUE
S STREAM
Mo . 1 \_ J
U 3 - 1 Ve N
revenue 1
\ revenue 2




what'’s the cost?

- -~

-

= e e e

4 N\

COST

( N
PARTNER
INFRA | NETWORK
~ N
partner 1
partner 2
l
( N\
CORE VALUE
. CAPABILITIES JAN CONFIGURATION )
~ N
capability 1 activity/resource 1
capability 2 activity/resource 2
\- J y

__________________________________________

T

. STRUCTURE
>

/

\
cost account 1
cost account 2

______________________

e = = = = = - - - ——



value, difficulties, hurdles of

using such a concept



business models in the classroom







post-it vote: the best business model?







flickr @%?%Fl%ens

all photos from Flickr

under a creative commons license
authors indicated in comment page of ppt




we co-Create

we operationalize

we manage change

*-arvetica

Nobody knows your business environment better than
yourself. We co-design your strategic vision by building
on your knowledge. Through group thinking we find the
right answers to the right questions together

Having a great vision is not sufficient - implementation
counts. We help you reconcile long term views with short
term actions. We make strategy everyone's job by
translating it into pragmatic and prioritized projects.

Change does not happen accidentally it has to be
managed. We help you align strategy, people and
processes with respect to your organizational culture and
values.

we build knowledge

we connect

When you stop learning, you stop competing. We scan the
knowledge universe for you, across disciplines and
industries. We transfer the best methods, tools and
theory in business to your organization.

Specific problems require specific skills that you do not
necessarily dispose of in-house. Through our
interdisciplinary network we connect you with leading
domain experts.

*


http://www.flickr.com/photos/ieatstars/364204502/

other
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