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What is a Business Model?
•
•
•
•

What is a “business model,” and why has it become more important nowadays?
Every organisation has a business model
Business models have always existed and always will.
A business model is the logic of the organisation, the way in which it creates and
captures value for its stakeholders.
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Business Models – A new Revolution?
• There always have been opportunities to create new and disruptive business
models that change the ground rules of an industry - technological progress,
globalization, deregulation, demographic shifts, and the behavioural changes
driven by technology enable us to do things in radically different ways.
• Not just a little bit better, not just a little bit more efficiently: in a way that is
completely different.
• The opportunities for innovation in business models, and the threats posed by
innovations in our competitors’ business models, have both increased
exponentially through this revolution.
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Business Models for the Future
• During the current crisis, businesses, including government entities have worked
more productive and smarter than they dreamed possible before the C-19 crisis.
• Maintaining that sense of prospect will be a lasting source of competitive
advantage.
• Driven by market forces, business leaders are increasingly willing to embrace
organisational changes and agile methods; a future where business models may
look a word apart from what we were used to.
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Business Model Drivers
• There is no doubt - what the future holds will be filled with radical breakthroughs and worldchanging discoveries.
• As we have seen in recent years, every major industry - whether it be finance, healthcare,
biotechnology, or mobility, is about to be completely re-imagined.
• The future is approaching at a rapid pace and will arguably be the greatest display of innovation
the world has ever seen to date.

• These rapid changes have led to many rethinking of whether the classical business model of the
19th century has outlived its usefulness.
• Globalizing markets, shifting government regulations, and technological changes are some of the
major themes in which companies need to take into account if they want to reinvent their
business models to flourish.
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Business Models – Outdated Thinking
• Some businesses have attempted to restructure the organization using a horizontal or
team-based approach, whereas others are still structured with a command-and-control
hierarchy where top management and executives are the only ones making the
decisions.
• Maintaining an old business model is making it hard for organisations to grow and
compete - Given the rapid rate of which the world is accelerating makes it increasingly
difficult for businesses to stay afloat.
• More recently, businesses have taken an agile approach to address the organizational
component of a transformation.
• Within a short time period, they are able to develop new ideas or an innovative product,
implement it, and observe the end results. The feedback they receive from the results
then acts as a guiding tool for future optimization.

7

Business Models – Outdated Thinking
• An agile approach is not apparent in all businesses - Companies today are still using a
linear-based approach which is often time-consuming and projects become abandoned
altogether.
• The rapid rate of the changes involved in the various industries, further demonstrates
that there is no time to pursue these linear processes.
• This rapid pace within the business world calls for a new form of cooperation.
• Transitioning away from the classical strategy that focused more on capital accumulation,
towards one that focuses on knowledge and people will ultimately lead to the creation of
value.
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Evolving Business Models…
• Some of the most potent innovation taking place today does not involve breakthrough
technologies, but rather the creation of fundamentally new business models.
• For most of history, these models were remarkably stable, dominated by a few key ideas,
upgraded by a few major variations on these themes.
• In the 1920s, it was the “bait and hook” models, where customers are lured in with a
low-cost initial product (the bait: a free razor) and then forced to buy endless refills (the
hook: blade refills).
• In the 1950s, it was the “franchise models” pioneered by McDonald’s.
• Or take the 1960s, where we got “hypermarkets” like Walmart.
7 Business Models Reshaping How We Work,
Live, and Create - Peter H. Diamandis, MD
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…Evolving Business Models…
• With the internet’s arrival in the 1990s, business model reinvention entered a period of
radical growth.
• In less than two decades, we’ve seen network effects birth new platforms in record time,
bitcoin and blockchain undercut existing “trusted third party” financial models, and
crowdfunding and initial coin offering (ICOs) upend the traditional ways capital is raised.
• We are now witnessing emerging models slated to redefine business over the next few
decades.
• And today, while countless businesses are anchored by a mentality of maintaining competing solely on operational execution - it is more vital than ever to leverage these
business models for success in the 2020s.
7 Business Models Reshaping How We Work,
Live, and Create - Peter H. Diamandis, MD
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…Evolving Business Models
Seven business models that reshape how we work, live, and create value
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7 Business Models Reshaping How We Work,
Live, and Create - Peter H. Diamandis, MD
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The Crowd Economy
The ecosystem that consists of people who participate in a shared platform towards innovation,
problem solving, or efficiency is referred to crowdsourcing. With billions of people already online
and many more joining, has revolutionized the way we do business. Crowd economy models rely
on staff-on-demand to add more flexibility towards generating new ideas while veering away from
the traditional organizational structure.
Example: Airbnb has become the largest “hotel chain” in the world, yet it doesn’t own a single hotel
room. Instead, it leverages (that is, rents out) the assets (spare bedrooms) of the crowd, with more
than 6 million rooms, flats, and houses in over 81,000 cities across the globe.
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Data/Free Economy
Often referred to as the 'bait and hook' model, the data, or free economy, refers to businesses
collecting data from a large number of users after using their free services. This type of model
spurred from the 'Big Data Revolution' that allows businesses to exploit user information on an
unprecedented scale.
Example: Facebook, Google, Twitter—there’s a reason this model has transformed dorm room
startups into global superpowers. Google’s search queries per day have risen from 500,000 in 1999,
to 200 million in 2004, to 3 billion in 2011, to 5.6 billion today. While more users are becoming
aware of the valuable data they exchange in return for Google’s “free” search service, this tried-andtrue model will likely continue to succeed in the 2020s.
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The Smart Economy
In recent years, the advent of new technologies such as artificial intelligence (AI), blockchain, 5G,
Big Data, and Internet-of-Things have created countless possibilities of implementing this existing
technology towards newer and smarter products. If we look at AI alone, $13.5 billion in venture
capital was raised for AI-related companies in the US for the first 9 months of 2019 alone.
Example: We all know the big names incorporating AI into their business models — from Amazon to
Salesforce. But more AI start-ups arise each day: 965 AI-related companies in the US raised $13.5
billion in venture capital through the first 9 months of last year, according to the National Venture
Capital Association. The most highly valued of them all is Nuro, a driverless grocery delivery service
valued at $2.7 billion. Expect AI to continue transforming most businesses in the 2020s.
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The Circular Economy
The Circular or closed-loop economy, often referred to as the circular economy, describes
an alternative system focused on replacing the current make-use-dispose systems focusing
on positive society-wide benefits. Given the rise of environmentally-conscious consumers,
these models have become more attractive and will grow increasingly prevalent in years to
come.

Example: The Plastic Bank, founded in 2013, allows anyone to pick up waste plastic and
drop it off at a “plastic bank.” The collector is then paid for the “trash” in anything from
cash to Wi-Fi time, while the plastic bank sorts the material and sells it to the appropriate
recycler — thus closing an open loop in the life cycle of plastic.
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Decentralized Autonomous Organisations
DAO's are organizations that lead to a decentralized economy in which their financial
transaction record and program rules are maintained on a blockchain. This approach
eliminates having to involve third-party entities in a financial transaction which decreases
cost and simplifies the transaction.
Example: While DAOs are just beginning to emerge, the platform DAOstack is working to
provide these businesses with tools for success, including reliable crypto-economic
incentives and decentralized governance protocols. DAOstack aims to create businesses
where the only external influence is the customer.
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Multiple World Models
We no longer live in only one place. We have real-world personae and online personae, and this
delocalized existence is only going to expand. With the rise of augmented reality and virtual reality,
we’re introducing more layers to this equation. You’ll have avatars for work and avatars for play, and
all of these versions of ourselves are opportunities for new businesses.
Example: Second Life, the very first virtual world created in 2003, gave rise to a multimillion-dollar
economy. People were paying other people to design digital clothes and digital houses for their
digital avatars. Every time we add a new layer to the digital strata, we’re also adding an entire
economy built upon that layer, meaning we are now conducting our business in multiple worlds at
once.
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Transformation Economy
The Experience Economy was about the sharing of experiences—so Starbucks went from being a coffee
franchise to a “third place.” That is, neither home nor work, but a “third place” in which to live your life. Buying
a cup of coffee became an experience, a caffeinated theme park of sorts. The next iteration of this idea is the
Transformation Economy, where you’re not just paying for an experience, you’re paying to have your life
transformed by this experience.

Example: Early versions of this model can be seen in the rise of “transformational festivals” like Burning Man,
or fitness companies like CrossFit, where the experience is generally bad (you work out in old warehouses), but
the transformation is great (the person you become after three months of working out in those warehouses).
Consumers are no longer searching for merely pleasurable experiences—they are looking for challenges that
transform.
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Disruptive Business Models
• For existing companies, as Harvard’s Clayton Christensen explained, this is no
longer optional: “Most [organizations] think the key to growth is developing new
technologies and products. But often this is not so. To unlock the next wave of
growth, companies must embed these innovations in a disruptive new business
model.”
• What all this tells us is that business as usual is becoming business unusual.
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Customer Experience
For those of us on the outside of these disruptive models, our experience
will be better, cheaper, faster.

Better meaning new business models do what all business models do
- solve problems for people in the real world better than anyone else.

Cheaper is obvious. With demonetization running rampant,
customers - and that means all of us - are expecting more for less.

But the real shift is the final shift: faster. New business models are no
longer forces for stability and security.
To compete in today’s accelerated climate, these models are designed for
speed and agility.
Peter H. Diamandis, MD, Executive Founder
and Director, Singularity University
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Features of successful Business Models
• A successful business model, requires a ‘systematic structured and end-to-end process that
answers the why, what, and how, about the company’s future way of doing business’.
• If businesses are to remain competitive in a complex environment, they must adopt a new
business model that enables them to generate growth opportunities by capturing value quickly
and profitably - This does not mean that you have to completely change your current business
model.

• The focus should be on using innovation in order to evolve rather than revolutionizing the existing
model - It is about rethinking your business around innovation and addressing the customer
needs today and in the future.
• It must focus on involving the whole organization in the decision-making process to be a
contributor of value.
• This requires encompassing the knowledge and feedback from all the employees to create new
ways to help the company’s resource base grow.
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Prevailing Hurdles
• There are many hurdles that exist for companies, especially large ones, to make the
commitment to change their business practices.
• This is in part because of resistance from shareholders who have been quite comfortable
with the idea that the existing business model has created value over a long period of
time.
• This is a reason why it is often hard for large companies to change and looking at their
shareholder ownership is very important to drive future decision-making.
• Customer satisfaction is at the forefront of achieving a good business model, but in order
to stay competitive long term, companies need to look beyond creating value for
customers by capturing new values.
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Change is Inevitable
• The business models for the companies of the future are in the making today.
• A company that cannot reinvent itself and develop a workable business model
has no future at all: it will fade and die.
• We are in the midst of change and, as Peter Drucker said, where there is change,
there is opportunity.
• Those unable to see opportunity see only threats - The future starts now.
Joan Enric Ricart, University of Navarra, Pamplona, Spain

23

Structured Process
Setting a strategic
direction: developing a target for
the future business model which
sets the strategic direction of the
entire company or business area

Implementing solutions: Fleshing out
the sub-processes that are tested on
stakeholders

Designing a new business
model: based on the strategic
objectives outlined previously,
develop the concept that includes
the business’ vision

Tracking progress: Specify key
performance indicators (KPIs)
to monitor progress

Communication: By keeping key
stakeholders, executives and
employees informed, motivated
and actively involved will the
transformation effort be
successful
Sprinting toward a new Business
Model, McKinsey & Company, 2017
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Business Modelling
“A business model describes the rationale of how an organization
creates, delivers and captures value”
- Alexander Ostwalder & Yves Pigneur -
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Benefits
Facilitates description & discussion
Provides a shared understanding

Simple, relevant & intuitively understandable
Does not oversimplify complexities of how enterprises function
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Business Model Canvas
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Adapted Business Model Canvas
Key Controls (KC)
Key Partners
(KP)

Key
Activities
(KA)
Key
Resources
(KR)

Cost Structure (C$)

Value
Proposition
(VP)

Customer
Relationship
s (CR)

Customer
Segments
(CS)

Channels
(CH)

Revenue Streams (R$)
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Business Model Canvas Building Blocks
Channels
Value Propositions
are delivered to
customers through
communication,
service, distribution
and sales channels

Customer
Segments
An organization
serves 1 or
several customer
segments

1

2
Value Propositions
Seek to solve
customer problems
and satisfy
customer needs
with value
propositions

3

Revenue Streams
Revenue streams
result from value
propositions
successfully offered to
customers

4
Customer
Relationships
Customer relations
are established and
maintained with each
Customer Segment

5

Cost Structure
Describes all
costs incurred to
operate a
business model

Key Activities
…by performing an
number of Key
Activities

6
Key Resources
Key resources are the
assets required to
offer and deliver the
previously described
elements…

7

8
Key Partnerships
Some activities are
outsourced and
some resources
are acquired
outside the
organization

9

10

Key Controls
Rules that regulate
all elements of the
business model
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Key Controls (KC)
•

•
•

What is the regulatory environment in which
we operate?

Who is our Higher Authority?
What Controlling Bodies exist?

•
•

What primary pieces of legislation are governing the Model?
Bills, White Papers, etc?

•
•

Codes of practice?
Policies, guidelines specifications?

Key Partners (KP)

Key Activities (KA)

Value Proposition (VP)

Customer Relationships (CR)

Customer Segments (CS)

•
•
•

•

•
•

•

•
•

Who are our Key Partners?
Who are our Key Suppliers?
Which Key Resources are we acquiring
from partners?

Motivation for Partnerships
Optimization and economy
Reduction of risk and uncertainty
Acquisition of particular resources and activities

•
•
•
•
•

What Key Activities do our Value
Propositions require?
Operations?
Distribution Channels?
Customer Relationships?
Revenue streams?
Support?

Categories
Production
Service Delivery
Problem Solving
Platform/Network

•
•

What value do we deliver to the customer?
Which one of our customer’s problems are
we helping to solve?
What bundles of products and services are
we offering to each Customer Segment?
Which customer needs are we satisfying?

•
•
•

Characteristics
Newness
Performance
Customization
“Getting the Job Done”
Design
Brand/Status
Price
Cost Reduction
Risk Reduction
Accessibility
Convenience/Usability

What type of relationship does each of our
Customer Segments expect us to establish
and maintain with them?
Which ones have we established?
How are they integrated with the rest of
our business model?
How costly are they?

Channels (CH)

•

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?

What Key Resources do our Value
Propositions require?
Our Distribution Channels?
Customer Relationships?
Key Partners?
Revenue Streams?

Channel phases:
1. Awareness
How do we raise awareness about our company’s
products and services?
2. Evaluation
How do we help customers evaluate our organization’s
Value Proposition?
3. Purchase
How do we allow customers to purchase specific
products and services?
4. Delivery
How do we deliver a Value Proposition to customers?
5. After sales
How do we provide post-purchase customer support?

Types of resources
Physical
Intellectual (brand patents, copyrights, data)
Human
Financial
System

Cost Structure (CS)

Revenue Streams (RS)

•
•
•

•
•
•
•
•

What are the most important costs inherent in our business model?
Which Key Resources are most expensive?
Which Key Activities are most expensive?

Is your business more:
Cost Driven (leanest cost structure, low price value proposition, maximum automation, extensive outsourcing)
Value Driven ( focused on value creation, premium value proposition)
Sample characteristics:
Fixed Costs (salaries, rents, utilities)
Variable costs
Economies of scale
Economies of scope

Mass Market
Niche Market
Segmented
Diversified
Multi-sided Platform

Examples
Personal assistance
Dedicated Personal Assistance
Self-Service
Automated Services
Communities
Co-creation

Key Resources (KR)
•
•
•
•

For whom are we creating value?
Who are our most important customers?

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?
Fixed pricing
Types:
List Price
Asset sale
Product feature dependent
Usage fee
Customer segment dependent
Subscription Fees
Volume dependent
Lending/Renting/Leasing
Licensing
Brokerage fees
Advertising

Dynamic pricing
Negotiation (bargaining)
Yield Management
Real-time-Market

Business Model
Canvas1
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Business Model Example
Example of an As-Is Business Model for the HR Function
of an Organisation
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HR Business Model Example
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Useful Information
• www.businessmodelgeneration.com
• Book: Business Model Generation
• Written by Alexander Osterwalder & Yves Pigneur
• ISBN: 978-0-470-87641-1

• Watch or download video from YouTube:
http://www.youtube.com/watch?v=QoAOzMTLP5s
• Get the free App from Play Store: Business Model Canvas Startup
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Questions and Discussion
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Thank you!

We are not living in fear.
We are living in faith.
-Family caregiver using CaringBridge
Cobus Terblanche
0832817246
cobus@nvnt.online

