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Business Model challenges(Contin) 
• Business Model is frequently used interchangeably with the Operating Model

(SOE’s) and Service Delivery Model (Public sector).

• Links to other academic fields:
Operations Management,
Organisational Development (Effectiveness),
 Innovation Management,
Change Management,
Future studies and Strategy)

Business Model Challenges
• Academic research and business management attention
• Disagreement: Business model concept, Different type of business models and

the definition of business model innovation and successful implementation of the
concept.

Gap (Applied research)
Current research on business models,
Strategic challenges faced by today’s companies.
Questions:
What are the key trends of the Business Model?
What is the benefits of the business model?
What is the best business model for service or product organisation?
What are the key process for business model design or review?
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Business Model  challenges
• Turbulent environment
• Organisational agility.
• Pricewaterhouse Coopers' for the 11th Annual Global CEO Survey)

Our context

We simply cannot ignore our context  anymore
Our context plays an important role in rebuild the economy

• SOE and all spheres of govt: Financial management vs sustainability
• Executive Authorities (Ministers) and Governing Board
• King IV, companies Act and PFMA/MFMA????
• Combined Assurance (Line of Defense: Board, Management, Structures, Internal and

external audit, internal control and business process) ???
• Commission of enquiry and the cost attached???
• Special investigative unit, the HAWKS, NPA and Public Protector: sufficient resources

and capabilities.
• Most entities are reviewing and defining their Business Model (Eskom, SAA, Denel,

PRASA and SARS)
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Concept of the Business Model
• It is blueprint of how a company does business
• Is a description of how a institution will deliver on the services and

products that were identified during the strategic planning process.
• It is conceptual tool that contains a set of elements and their relationships

and allows expressing the business logic of a specific firm. It is a description
of the value a company offers to one or several segments of customers and
of the architecture of the firm and its networks of partners for creating,
marketing and delivering this value and relationship capital, to generate
profitable and sustainable revenue streams.

Concept related to Business Model
Concept Explanation
Business model innovation The process of business model construction and modification (New model design).

Business model design The process of crafting a business model when none is in place

Business model 
reconfiguration 

Process of changing an existing business model
NB: The two process are not mutually exclusive, meaning reconfiguration may 
involve steps which parallel those of designing a business model.

Turbulent 
environment/Change

The environment for which the basic determinants are the increasing degree of 
novelty and rate of cultural, social and economic change, as well as advances in 
civilization, and increase in its intensity and complexity

Organizational agility The capacity to identify and capture opportunities more quickly than rivals do, 
which he finds invaluable.

Strategic Adaptability 
Management (SAM)

Review strategic as per the changes to adopt to changes
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Relationship of strategy and business models 

• Strategy is included in a business model as a part of it or if they are separate
concepts, albeit related to each other

• Business models describe, as a system, how the pieces of the business fit
together, they do not take competition into account as that is strategy’s job.

• Strategy, business models and process models as addressing the same problems
on different levels

• strategy is a corporate level tool, business model focuses on business unit or
architectural level and process models on functional and implementation level.

4th Industrial Revolution (4IR) concept 
• Cyber-physical systems.
• Digitization and artificial intelligence
• Disruptive emerging Technology

The impact of 4th Industrial Revolution (4IR) 
• Technology and Digitization
• The impact of Technology and digitization:

Mckinsey Research 
90 Million people will lose their jobs by the year 2020, Who ate my job?
 Jobs that will be replaced by Robots 

 Mr Gwende Mantashe: The impact  of 4.0 Industrial Revolution
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4th Industrial Revolution (4IR) Impact contin… 

We need to 
act
now!
We only have 
till
2045 to get it 
all
right. Then
computers and
robots will take
over 
everything we
do…

When to develop a BM and the time period for 
the BM

• BM unpack how the institution is going to deliver on the determined
strategy.

• Often strategic plans are valid for a five year period but should be
updated and revised every year.

• To align the processes it thus makes sense to relook the BM every
year during the strategic planning session or directly thereafter.
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Business Model trends 

• Simple and accessible to all employees and service recipients
• BM’s also attempts to identify and reduce duplication of services between different

government agencies and within itself.
• BM’s are also used as a tool to identify areas for collaboration between departments and

between spheres of government.
• In general the leading practices indicated that the BM either includes a Performance

management system or has a compulsory link to a Performance Management system.
• It should be noted that E-Government is not seen as an innovation by itself, but merely one

of the essential drivers for innovation and service delivery in government.
• BM contain some element of Total Quality Management / Continuous Improvement and as

such then the elements of the Business Process Management Methodology developed by
the department of Public Service and Administration.

• BM’s generally attempt to be concise, but many of the principles/aspects (e.g. alternate
service delivery methods) are described and regulated by pre-existing procedures/models.

Media headlines 

Headlines Publisher and date

DBSA implemented the best business model- Sunday Times, 2 September 2015

SARS business Model failed by leadership Sunday Times, 2 September 2018

Bain and Co failed at SARS but delivered at turnaround DBSA City Press, 2 September 2018

VBS Governance or Business Model failure City Press, 2 September 2018 

Banking sector new entrants: Old Mutual, Discovery, SA Post Office- Sunday Times, 2 September 2018
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Related articles
Headlines Publisher and date

SARS 'regressed' under new operating model, Nugent inquiry hears – Fin 24, 

SARS Operating model left criminal bosses free from penalty Sunday Times, 22 August 
2018

New SARS operating model caused confusion, uncertainty (IT Contractor: Davide 
Wickens), Eye Witness

SARS efficiency moved backwards after implementation of Moyane-sanctioned 
model, 

Mail and Guardian, 21 
August 2018

Bain & CO failed at SARS but aided a turnaround at Development Bank of 
Southern Africa, 

Nhlanhla Nene, 2 
September 2018

The new leadership at the State-owned company, together with Public 
Enterprises Minister Pravin Gordhan, business model is no longer sustainable, or 
fit for purpose, particularly in light of material technology changes in 
the electricity sector, 

23 August 2018

MultiChoice calls for Netflix to be regulated, By the Mr Mawela CEO, 
Business Day, 12 JULY 2018

Content of a Business model 
A BM contains the following information as a minimum:
• Confirmation of mandated responsibilities,
• An informed list of services to be provided and an indication of who would provide the services to

which clients
• The pros and cons of current approaches to service delivery
• A description of how best service provision should be operationally organized internally and through

working arrangements with other institution or third party entities
• A detailed analysis of how support services can be best organised to support front-line service delivery
• Discussion of alternate service delivery mechanisms or operational improvement for each area of

service
• Information Technology requirements of each service
• Human Resource and general capacity requirements of each service
• Risks and constraints of delivery, with mitigation plans
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Business model framework (Comparison)
Kaplan (2012) Chesbrough & Rosenbloom 

(2002) 
Johnson, Christensen & 
Kagermann (2008) 

Osterwalder (2004), 
Osterwalder & Pigneur 
(2010) 

Value proposition Value proposition 

Value creation Market segment & revenue 
generation 

Customer value proposition Customer segments

Value network Customer relationship

Key resources Key Partners

Value Delivery Key Resources

Value chain Channels

Key processes Key Activities

Revenue streams

Value capture Cost structure and profit 
potential

Profit Formula

Cost structure

Competitive strategy

Business model framework (Comparison 
Continu…..)
• Service business vs product-service institution

• Recommended BM Model:

Osterwalder’s (Osterwalder, 2004) and Osterwalder and Pigneur’s
(2010) business model
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Designing the Business Model
The CEO Agenda: Designing the Operating Model

https://www.youtube.com/watch?v=AS_mqFWEkDA

The Business Model methodology 

1. Institution Setup phase:

Institution policy development 
Obtain buy in 
Appoint champion to drive the BM development 
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The Business Model methodology (Contin….) 
2. Development of the BM phase 

Preparation phase 
Confirm mandates 
Define services 
Determination of delivery phase 
Decision on appropriate BM 
Risks and assumptions 

3. Implementation phase 
Develop and execute implementation plan 

4. Review phase 

Value in developing a BM for an organisation

• Create and sustain a competitive business
• Higher revenues
• More satisfied customers and employees
• Improved operational efficiency
• Faster time to market
• Successful implementation of the institution’s strategy.
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Business model (Failures, Success and lessons) 
Contin….

SARS Business Model
Bain and Company conduct the following key activities.… 

Operating Model 
Review •Current state assessment of the organisation, its processes & practices.

•Review of the SARS operating model.
•Review of SARS governance and decision making processes.
•Creation of a roadmap to align the organisation to the new operating model.

ICT & Modernisation 
Review •Information Technology strategy review. 

•Architecture and technology review. 
•IT sourcing/procurement governance review. 
•Application development and project management review. 
•Determine return on investment (ROI) of past expenditure on modernisation. 
•Current project status – achievements against the plan & cost incurred vs original budget. 
•Review IT contractual agreements / service level agreements and ownership of intellectual property. 
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SARS Business Model Contin…
Diagnostic Detailed solutions Implementation

Conduct current state assessment 
and identify areas for improvement

Develop solutions and detailed 
plans to realise improvements

Implementing solutions to drive 
change

What to do How to do it Doing It

SARS will materially increase revenue, ensure strong control over its border posts and become a customer and employee centric organisation in order to move South Africa forward 

Turnaround Customs and Excise Address the tax gap and increase taxpayer 
compliance 

Become a customer centric organisation Build a high performance culture and 
operations 

Improve information services and technology – at the service of our organisation 

Implement a revised operating model to support our strategic priorities 

Organisational structure
Balanced structure aligned with SARS strategic  priorities

Accountabilities
Clarified decision rights with single point of accountability

Values
Customer centric, valued, high performance culture, continuous improvement

Governance
Simple, effective governance structures and procedures

Capabilities
Focus on employee development ad building tax/customs expertise

Pursuant to the operating model review diagnostic, SARS defined our transformation ambition and key focus 
areas 

DBSA Business Model
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DBSA Business Model

https://www.youtube.com/watch?v=Gh_SJM6sKgM

Business model (Failures, Success and lessons) 
Contin….
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Thought

It is not the strongest of the 

species

that survive, nor the most

intelligent, but the one most responsive to  
change.

Charles Darwin

Last Thought

I always admired Netflix's business model; 
they are really good 

at what they do-Colleen Ballinger

Information technology is at the core of how you do 
your business and how your 

business model itself evolves- Satya Nadella
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Conclusion
BM is no longer an option but a must and it must be continuously be reviewed to
transform and executive strategy to enhance sustainable competitive advantage.

QUESTIONS?????????

THANK YOU

STAY BLESSED!

Zephrus Molewa
Email:  zephrusm@gmail.com/zephrus@webmail.coza
Global Corporate Leaders Group (GCLG) (www.gclg.co.za)
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