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This presentation was developed for the

Twin Cities Business Architecture Forum

Content for the presentation was adapted from the following book:

Business Model Generation, Alexander Osterwalder & Yves Pigneur, 2010
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®* Brief overview of the Business Model
Framework

®* Some observations from Target

* Questions/Discussion
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A shared understanding of the organization's Business

Model provides the business context for IT Strategy

®* Definition

The Business Model describes the
rationale of how the organization creates,
delivers, and captures value
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A Business Model can be described through nine
building blocks using the Business Model Canvas

Key Partnerships

Key Activities

Key Resources

Value Propositions

Customer
Relationships

Channels

Customer
Segments

Cost Structure

Revenue Streams

O,

The Business Model Canvas provides a shared language for describing, visualizing,
assessing, and changing business models
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Short Description of Building Block 1 . . ..

Customer Segments

Key Partnerships Key Activities Value Propositions \- Customer J Customer

e _ _Relationships _ |~ Segments
Key Resources

4

1. Customer Segments

* Description: Defines the different
groups of people or organizations the
enterprise aims to reach and serve

* Example: A bank that segments
customers by asset level
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Short Description of Building Block 2 . . . .

Value Propositions

Key Partnerships J Key Activities 1 Value Propositions Customer Customer
e e _ Relationships Segments
N
U \
{ 2. Value Propositions ‘:
1
| *Description: The bundle of products I
! and services that create value for a i
| specific Customer Segment :
1
1 o : Apple with iPod/iTun i
! Example pple with iPod/iTu es : o —
1 provides unprecedented convenience :
i for searching, buying, downloading, :
\ and listening to digital music )
\~ ’,/
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Cost Structure Revenue Streams
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Short Description of Building Block 3. . . .

Channels
Key Partnerships Key Activities Value Propositions Customer Customer
Relationships Segments
Key Resources Channels
o R R R R -

\

3. Channels

1

]

* Description: Describes how the i
organization communicates with and |
reaches its Customer Segments i

1

,l
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* Examples: Retail stores and web sites
e e e -~ Revenue Streams
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Short Description of Building Block 4 . . . .

Customer Relationships

Key Partnerships J Key Activities JVaIue Propositions 1 Customer Customer

____________________________ -« Relationships Segments

Pl

N

4. Customer Relationships

*Description: The types of relationships
the organization establishes with
specific Customer Segments

N

* Example: Banking professionals
dedicated to serve high net worth

\ Individuals
\

Channels
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Cost Structure Revenue Streams




Short Description of Building Block 5. . . .

Revenue Streams
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Key Partnerships

,1
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Key Activities

Key Resources

Value Propositions

5. Revenue Streams

* Description: Represents the cash

generated from each Customer Segment

*Examples: Asset sales such a car dealer
selling cars; Usage fees such as phone

charges based upon minutes used

Customer
Relationships

Channels

Customer
Segments

\
renue Streams

N o o -
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Short Description of Building Block 6 . . . .

Key Resources

Key Partnerships Key Activities Value Propositions Customer Customer
Relationships Segments
Key Resources Channels
D e e ~\
'/ 6. Key Resources 5
1
I Description: The most important assets required to !
! make a business model work !
1 . . . 1
I Examples: Consumer goods companies like Nike and |
! Sony rely heavily on brand; Software firms like !
1 Microsoft and SAP rely depend on intellectual property; |-
Cost Structure ! Retailers like Target and Walmart rely upon physical !
° ‘\assets like their network of stores /’
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Short Description of Building Block 7 . . . .

Key Activities

Key Partnerships Key Activities Value Propositions |_ Customer L Customer

7. Key Activities

Description: The most important activities that the
organization must do to make its business model
work. They are required to create and offer the value
proposition, reach markets, maintain customer
relationships, and earn revenues.

o ™ T el - ——

Key Resourc
Example: For Microsoft, software development; for a

manufacturing firm, activities that relate to designing,
making, and delivering a product;
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Cost Structure Revenue Streams
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Short Description of Building Block 8 . . . .

Key Partnerships

Key Partnerships J Key Activities Value Propositions I_ Customer Customer
po T m s et =glationships Segments
/4 A
] 8. Key Partnerships -
1
| Description: The network of suppliers and
! partners that make the business model work I
1 1
I Examples: Key suppliers; strategic alliances |
! between non-competitors; joint ventures to ;
I develop new businesses pannels
\ U
\
N--

Cost Structure Revenue Streams
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Short Description of Building Block 9 . . . .

Cost Structure

Key Partnerships Key Activities Value Propositions Customer Customer
Relationships Segments
Key Resources Channels
,’_——-- —————————————————————————————————————— -~\
I’ 9. Cost Structure —
Cost Structu .. . . 1
1 Description: The most important costs incurred to '
i operate the business model '
H H [13 I
i Example: Cost-driven business models, such as the “no !
| frills” airline Southwest, focus on minimizing cost !
1 . . .
: wherever possible; Value-driven business models, such  }——
\, as the Ritz Carlton, focus more on value creation ,,'
\~ __________________________________________ L d
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Summary of how the 9 building blocks work together . . . . @

* An organization serves one or more Customer Segments.

®* |t seeks to solve customer problems and satisfy customer needs with Value
Propositions.

* Value propositions are delivered to customers through communication, distribution, and
sales Channels.

Customer Relationships are established and maintained with each customer segment.

Revenue Streams result from value propositions successfully offered to customers.

Key Resources are the assets required to offer and deliver the previously described
elements . . ..

® . ... by performing a number of Key Activities.

Key Partnerships are established to for critical inputs and/or to carry out key activities.

The business model elements result in the Cost Structure.

These 9 building blocks show the logic of how a company intends to make money _,
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The Apple iPod/iITunes Business Model provides a simple example of

utilizing the Business Model Canvas to describe the business model

Key Partnerships Key Activities Value Propositions Customer Customer
Relationships Segments
Compan; ieg design fans
: Seamless Switching
s marketing music Costs mass
ov experience Market
| Kev Reso - Channels
- éDDIe retai\
peop anhd stores
| iPod Apple “40p/e .
c hardwaré stores Om
Ontent 4 l .
. i unes
dgreements ITuneg r‘s-tore
1 SOftware
Cost Structure Revenue Streams
P man % g Srketmg hardware some mués
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The Business Model can be used to describe the business context for @

IT strategy within the larger context of external trends and forces

7 N
7/ \
7 \
\ .
* Regulatory Trends ,’ v * Societal & Cultural Trends
\ : :
* Technology Trends ,' 1 ® Social-economic Trends
I |
L - \ RN . R - ] R N
" S0 ! N
// Competltlvé\AnalyS|s N // Market/AnaIyS|s N
. \ \
* Suppliers ) o \ * Market Segments
* Shareholders * Needs & Demand
* Competitors Industry Market * Market Issues
Forces Forces N
®* New Entrants 1 ® Switching Costs
. ‘ Cost Structure Revenue Streams I
* Substitute Products ‘ 1+ °® Revenue
& Services ‘\ v ‘\ ,’ Attractiveness
\ ll \ /
N\ '
N I \ ,
~ 1 ”
~ -~ - -
* Global Market “ Economic I' * Economic Infrastructure
Conditions '\ Forces ,/* Commodities & other
* Capital Markets \ / Resources
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Some observations from Target for the use of the Business @

Model Framework

®* The business model is more than the business capabillity
framework

®* The business model is useful for describing the business
context

— IT Strategic Planning

— Major business technology initiatives
— Other

®* The business model context can be used for an impact
analysis

* Aids in communication with the business leadership,
executive leadership and the board
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Some key questions to consider . . ..

®* What value for an IT organization do you see in having a business model
framework? What do you see as potential applications and uses?

®* How could the business model framework be used to analyze the business
strategy, trends, and change requirements (e.g. business, information,
technology and solution changes) or anchor current/future state analysis?

®* Are you aware of anyone using this framework for business modeling? Another
framework? If so what has their experience been?

* Retailers are currently dealing with the issue of how to provide a seamless
experience across all channels. This clearly hits the business model and has a
significant impact on IT. How could the business model framework be used to
frame the IT discussions?

* How would an IT leader tee up a conversation with the business about the
business model?
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@| Thank you for your participation
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