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Business Model Canvas

Hello and welcome, session topic is business model and we are going to use existing Business

Model Canvas to explain business model per se. The canvas has been developed by

Alexander Osterwalder.
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And it is doing good to the community as a whole the investors, the entrepreneurs all using

the canvas to facilitate understanding of a particular business model.
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So, the topic will be like this business model definition, model canvas template and we will

end with an example. So, business model; what is a business model? Business model actually

refers to identifying a pain and then developing a solution that solves the pain better than

competitors at a lower cost. So, that a company or enterprise can create lasting relationship

with the target audience lasting profitable relationship. 

So, in formal terms a business model is an opportunity for a business with all its features

including risk, advantages, complexities, customer segments, market structure and market

potential, competition landscape, socio political changes and opportunities, commercial

attractiveness, environmental challenges, techno economic feasibility, profitable

sustainability, growth potential, legal tenability and execution plan.



As Osterwalder says a business model describes the rationale of how an organization creates

delivers and capture values.
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Business plan on the other hand is a document that shows how a business model is going to

be executed, how value will be created, how this business model creates superior, lasting,

profitable relationship with the customer, what is its unique selling proposition, how it is

pitted against the competition. Everything to get all are documented including what are going

to be the financial projection of or what kind of financiers the company is going to achieve

including cash flow to understand whether the company is facing any cash flow problem or

the company is actually going to create value.



It also includes how much value the business is going to create for the investors for founders,

for the nation at last. 
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So, the document actually is the business plan that can be in the form of a written document,

that can be a PowerPoint presentation. Business plan also is necessary for founders own

consumption to guide him or her or them about what are the plan moving forward and

whether they are actually moving exactly in line with the plan or they are deviating they are

kind weather they are losing focus. Business model innovation is the starting point of starting

a business and highly involving.

So, it requires a lot of knowledge innovation of a product before that identifying a pain that is

worth solving or a pain which the existing solution is not capable of ameliorating. So, all of

that involves a business model. So, when somebody tries to innovate a business model they



try to identify an unmet pain, pain that unmet pain or partially met pain and then the pain

actually is bothering a large number of people. So, that it makes sense to spend a lot of money

to develop a solution build a solution.

Starting from identifying this pain point business model innovation includes developing

solutions, sustaining profitable growth and creating value for companies, customers, society

country at large. It is about innovating new product, process, services, business replacing may

be outdated or maybe just creating new business altogether. Maybe customer customers have

pain that they are not even aware of like this iTunes and iPod, customers perhaps did not even

realize that such a device and such downloading music online by paying online is a

possibility, but then when it was there customers thought my means we needed this even

yesterday.

Apple created an innovative new business model through I iPod and iTunes selling music

online similarly Skype, WhatsApp they brought cheap communication calling both video and

voice and its doing a lot of good to the society at large and then making revenue for the

founders and for the business. Similarly, Grameen Bank came up with a new model of

microfinance to the a bottom of the pyramid people residing at the bottom of the pyramid that

model was innovative and then it is doing a lot of good to the poor. Not only that many

countries across the world are emulating that model, copying that model and doing good

business. 
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Business model template; as I already impressed that business model generation or innovation

is definitely an involving subject and that is perhaps for any entrepreneur is the stumbling

block at the beginning itself. To understand what are the challenges and opportunities that is

throwing a business model before the entrepreneur its a difficult task.

But thankfully Osterwalder has come up with a template that is built of 9 building blocks and

it almost takes care of major issues that are supposed to be addressed now in a business

model or innovating a business model.



(Refer Slide Time: 06:50)

So, its kind of a canvas with 9 building blocks and each block represents either some

opportunity or some challenges and if somebody addresses all the elements in the block in a

systematic way almost like the business plan is built. Meaning the plan of execution that will

contain the challenges and opportunities and other aspects of the business model like all

resources, then activities channels etcetera even revenue model.

The heart of the canvas is the value proposition and customer segment for any business its a

repetition, but for any business the most important event is when somebody is making

payment in exchange for goods and services. So; obviously, that is the heart of a business, but

then why a person will pay because person will view the product or service in offer as

superior value proposition for his money compared to the competitors.



So, value proposition is definitely driving this transaction from that point of view value

proposition and customer segments or the customers per se is the heart of any business model;

obviously, it is the heart of business model canvas as well. 
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So, business model canvas if you imagine a an imaginary line, but vertical imaginary line on

the business model canvas on your right is the value that the business is offering to the

customer, on the left is the efficiency part meaning how efficiently value is being created. So,

that value can be extended to the customer, dispense to the customer in a competitive manner.

So, the objective of the business is to create superior value and then let it or send it to the

customer through some channel. So, channel comes in between and then sending it

continuously. So, that so Whatsapp business expects that customer should come back to us



continuous for a long long period to come. So, business would like to create or build deep

customer relationship.

So, between the superior value proposition and the customer we have the channel through

which value is send or value reaches to the customer and then we also create a relationship

and at the bottom have the revenues. So, once we are capable of sending the value to the

customer and maintaining sustainable relationship with the customer, customers are going to

give us the revenue that is going to lead us generating revenue and from revenue we make

profit.

On the left side for all of that value creation we use our resources, our partners helps us to;

help us to create the value then we use resources at our position to facilitate creation process

and then all of that help us to cut cost and provide the value to the customer at a competitive

rate.
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So, everything together this is the business model canvas, showing it slightly more

graphically. So, we have the value proposition at the center that is that reaches to the

customer through the channel, then we maintain long term relationship and that leads to

profitable revenue. 

So, that is the left side of the business model canvas and the sorry right side of the business

model canvas on the left we try to provide the value at a cheaper rate, we maintain efficiency

and we provide low cost value through our access to our resources, then we use efficient

process that is our key activities and our partners actually help us to provide that value to the

customer.
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This is a kind of a landscaping view of the business model. First off, the first building block

is the value proposition. So, value proposition is the value superior value that maybe in terms

of efficacy of our product or efficiency of our services that creates profit to the customers or it

can be giving a superior product with at a lower cost. So, that customers customer gains in

terms of money.
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The value proposition building block describes favorable features of the products and services

that would be perceived by the customers in the targeted segment a superior value for money.

Value proposition also provides reasons for customers as to why they will come to our

company come why they will buy our product, why they will remain loyal to the brand

purchase or value proposition contains all of that features of the product or service.
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Consumers would consider the bundle of these features and the price to be paid vis a vis those

of the competitors to decide that they should remain with us and then enjoy the benefits that

the customer is giving next in line is the customer segment. So, if there are no customers

there is no business; obviously. So, customer is an again another central component of a

business. So, very aptly Osterwalder has placed customer segments at number 2. 
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Segment is a homogeneous group in a heterogeneous population, the group the homogenous

group that has similar kind of challenges, similar kind of needs aspirations. So, we identify a

homogenous group whose challenges or aspiration or liking can be addressed by our product

or our product is relevant or alleviate their challenges. So, when you identify a small segment,

it becomes easy for us to reach out to them, it becomes easy for us to make them aware that

we exist our value proposition exists and here there is a superior value.

Without really identifying a segment it becomes very difficult to reach out to the entire

audience and then tell relevant people that look here is the solution that your are looking for.

Then once you identify a segment you can understand them better because now you can study

them closely and get to know their aspirations their challenges whatever will enamor them in

our product.



So, we can design the product accordingly for a sustainable relationship. Dividing the market

for common characteristic such as shared needs, common interests, similar lifestyle, it will

similar demographic profiles ideally market segments should hold promise of profitable

relation with growth potential. 
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Now, the homogeneous group, the distinct homogeneous group that has common needs,

common behavior, common test or other attributes. The represents a separate segment only if

their needs behavior and convenience are unique and that this segment will be relevant for us

if we are actually solving that unique needs.

The more sharper the focus to meet specific needs of a group of customers smaller the

segment becomes because for every product or for every pain there will be some kind of

uniqueness among some people. So, the moment we try to focus our attention sharper and



sharper the group becomes a smaller. So, that is what is called niche marketing. And then we

catered to the niche requirement, so that is through specialized solution. Suppose you are

selling a Smartphone to a larger audience say Smartphone at last means in general.

Now, suppose you are targeting doctors, now suppose doctor needs something like a sensor

for sensing heart sound or something or the body say pulse rate. Now, of course, there are

apps available to do that, but maybe you would like to put a sensor inside the Smartphone and

facilitate this for doctors. So, this is this doctors are a small group of people compared to the

whole population, so if this becomes a niche.

Now, you build another a new kind of cellphone that will capture some of the information

that doctors are interested in. So, that becomes a niche product for a niche market that is how

niche can be defined. 
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The features of the product or service includes maybe newness, performance, customization,

getting the job done, design price, brand cost reduction, brand means say what kind of

satisfaction level of satisfaction that somebody would like to achieve maybe self esteem some

brand like apple give self espay esteem.

Cost reduction, risk reduction, accessibility convenience usability and such that is what

Osterwalder described for segmenting segmentation of market, we may look at all of this

features. Next in line is this channel, channel gives the media through which not only we send

the goods to the customer or the service to the customer, but also we create awareness for the

customers.
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How the customer will know that superior value is waiting for me to get? The previous

session I mentioned that its market research and marketing per se tries to make people aware,



the right people aware that look a wonderful product is available at a competitive rate unless

people known that we whatever people no people are going to buy that; obviously. 

So, channel actually make people awareness maybe this is through social media, maybe

content marketing or something then channel also may involve the physical logistic physical

infrastructure for reaching the product to the customer or the service to the customer maybe

you have a brick mortar store at someplace, may be for a entertainment maybe for selling

hardware. So, it can be anything.

It includes creating awareness among customers and about the value proposition helping the

customers evaluate a company’s value proposition. Then facilitating easy purchase of the

product or service by the customer. So, it is not just sending the product even business needs

to make arrangements. 

So, that customer can buy it easily many a times we have a mental blocked and we do not

want to go to the marketplace and buy. So, we need to make the product or make facility for

easy accessibility to the information and easy purchase, then we deliver right in front of the

door.

So, that makes purchase easy any company making purchase easy has a natural advantage

over others. Providing after sale service also is part of channel. So, nowadays most of the

brands are putting up service center in major cities. So, that anybody telephoning and asking

for a service man is ready within 24 hours. So, that makes a product attractive. 

Allowing to return in case of mismatch or exchange old with the new also gives convenience

to the customers and customers would like to buy those products who are offering this

service. Next is customer relationship.

So, you do not want to sell goods to a person only once, you want to retain him or her for a

long time. So, that he comes he or she comes repeatedly back to you and purchase again and

again the he or she becomes a repeat customer.
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So, they will become repeat customers only when you maintain relationship. So, the customer

relationship building block describes how the company will build would build and maintain

relationship with targeted customers on a sustainable long term basis. And motivation for

doing that is customer acquisition, customer retention, acquiring new customers for

sustainable and profitable growth, making profit from lifetime value.

The next in line is revenue model that is block number 5. So, revenue is if your value

proposition and customer segment is the heart of the business plan, revenue model are the

arteries through which revenue streams comes to the business. One point that we all know,

but we may not notice is that there are many cash outflows whatever expenses you incurred

are all cash outflows, you pay rent, you pay salary, you pay money for raw material, you pay



internet cost, you pay whatnot transportation traveling electricity. So, many things, but the

these are all cash outflow.

The only cash inflow is the revenue or maybe are some revenue a streams. For many

businesses there is just one revenue stream and that is the money that is coming the sales

revenue, but for others there are several revenues and we need to strive hard to identify new

revenue models. So, that more cash inflow is happening and the company makes better profit

higher profit.
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Revenue stream building block represents the cash a company generates from each customer

segment. If customers comprise the heart of the business, revenue is the arteries. The

company must ask itself, for what value is each customer segment truly willing to pay? At

times revenue may be just the goods that you sell, maybe your ecommerce company. 



So, customers are buying on your platform and you earn a commission, but maybe there are

too many registered users who are just visiting and not buying. But then you can put some

advertisement and earn some advertisement revenue because these people who are visiting

your site are also noticing another advertisement they might click on that and then they might

be directed to another website where they will do some business.

In the process you facilitate their business and you earn some advertisement revenue.

Successfully answering that question allows the firm to generate one or more revenue streams

from each customer segment.

Next is key resources. So, the value that you create and dispense to the customer will be

created using the resources. So, access to cheaper and ready resources is key to creating value.

If the resources are not available right on time, then customers are not going to wait for us to

wait for the resources to arrive and then create value and give it to them. So, access to

resources access to cheaper quality cheaper resources and access to quality resources are key

to creating value and then key to make customer satisfied. 
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Resources building block describes the most important resources required to make business

model work. These resources allow an enterprise to create the value proposition. Depending

on type of business different key resources are needed, like for an electrical car manufacturer

they require batteries, but then the company who is manufacturing batteries they require raw

materials such as lithium, cobalt, nickel, manganese, graphite, copper etcetera.

So, key depending on business resources varies. Key resources can be physical sometimes

financial like if you are a lender online lender or a bank intellectual like say copyright you are

making software’s and makes and selling. So, software is protected by copyright and you are

selling CDs. So, it can be intellectual or maybe you are consultant giving consultancy.

So, your resource actually consultancy; that means, intellectual capital of your employees and

the business per se or maybe manpower like a contracting companies. Key resources can be



owned or acquired from key partners like a contract firm that maintain employees manpower

you can hire them through that company and you do not have to pay salary you have to pay

some lump sum money to the contractor.

Next is the key activities. So, you have the resources and you want to create value. So,

whatever you do to transform the resources into value is the activity. For a car manufacturer

manufacturing car is the activity, manufacturing car painting it maintaining logistic then

maintaining a dealer network distribution, network dealer network providing after sale

service. 

And maybe maintaining a payment gateway if you have online payment system, if you are

selling online then all everything necessary to do maintain the online portal and then server

payment getway etcetera etcetera.
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So, for an e commerce company, the key activities are maintaining virtual market place,

maintaining logistic, connecting with vendors, maintaining data, payment gateway, handling

customers complaint, then managing reverse logistic like return of goods and many more. 

Next is the key partners. Key partners sometimes is misunderstood this is not just the co

founders; co founders are also partners, but that is not the point here. Here the point is

partners beyond partners like suppose you have mentors they are partner, suppose you have

suppliers trusted suppliers or you are the trusted vendor for them. So, relation between

suppliers and your company is going to define whether you will get the material in time,

whether they are going to provide at a constant price or a cheaper price competitive price

whether they are giving priority to you.

Then there are bankers you need money for growth. So, you just approach to them and there

is money. So, whosoever are facilities facilitating the business in whatever way they are all

partners. 
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So, key partners are the building block that describe network of suppliers providers of other

resources and facilitators. Company companies create alliances to optimize their business

models. So, that they can reduce the risk of right supply in time and then they acquire

resources from all those partners.

Key partners include the suppliers of inputs, funding, consulting, manpower provider,

investors. Next is the cost structure; cost structure again is very important because if you can

reduce the cost, if you can optimize your cost you are going to make profit. If you are not

capable of optimizing the cost at least as much as the competitors your cost of production is

going to be high, your selling price is going to be high then there will be no buyer. So, if there

is no buyer there is no business.



So, from whatever point of view a we look at cost cutting cost or managing cost is no way

less important than anything else. 
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So, we should try to eliminate some of the cost and we try to reduce some of the cost as a

continuous process of business management. If you incur less cost your you can actually pass

on that efficiency in your price to the customer, so that customer will find your product more

attractive.

Costs to be incurred in creating and delivering value, maintaining customer relationships and

generating revenues all together are the cost structure and it involves a whole a spectrum of

cost not just 2, 3, 4, 5. So, you can read how many items are involved this is just a

representative list the actual list will run into maybe 30, 40 or 50.
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This is the model that Osterwalder has represented in his book business model generation and

it does not have the numbers, but it aptly shows the different building blocks.
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Here is an example suppose we think of a taxi aggregator how to populate all the business all

the building blocks and let us see how it actually contains the entire strengths and weaknesses

of a business that should define attractiveness of a business model.

So, we start with value proposition. Now, hence means so long booking a taxi was such a

bothering job like you are standing on a busy road and you find that taxis are going before

you and they are not stopping because its full of passengers, now you just stand there and

book online. So, you do not have to bother about you know waiting or anything taxi will

come and come in front of you whether you are on the street or in your residence.

So, that very small thing that book a taxi can be booked online makes this business. So,

attractive that itself is a wonderful value proposition for any would be customer. Easy

payment then once you are boarding the taxi you do not have to bother about changes, you do



not have to worry about cash whether you have cash or not just you can swipe your car and

payment is done.

You do not have to bother about direction because there is now a GPS system you just put the

address forget about it you do not have to ask people on the street. And now you know the

name of the driver and not only the name of the driver the drivers details like address, like

credentials etcetera. So, anything happening you are you are I am pretty sure that you can

identify the driver without any problem you do not have to identify the company will identify

who was the driver.

So, that gives higher amount of safety of course, there are incidences, but then incidences

were always there. Now, at least at the very list we have information about the driver who the

driver is you do not have to wait for taxi to come taxi comes by click on your cell phone. And

now they can pick up from home which is not there earlier and you do not have to bother

about parking and taxis are good because the company providing the service will maintain

will ensure that interior of the taxi is good.

So, that is the value proposition you can add more points I believe. Then customers, who are

the customers? Customers are any passenger who will who are waiting for a taxi or who

needs taxi for any purpose. So, whenever somebody needs a taxi he or she is our customer in

that sense people who normally travel by taxi for on a regular basis or on demand or need are

our customer.

So, segment of people commuting daily or working people tourist people, people above the

age of 18 and below 70; 70 above 70 perhaps they would not call the taxi by themselves. So,

they will perhaps take somebody help that constitute the customer segment. 

What is the channel? Channel is the app through which we make people aware, channel is the

app through which customer actually purchase our service; that means, they book our taxies

then channel maybe a computer through which they download the app sometimes mostly they

download it in their cell phone.



So, the cell phone actually is the channel, cell phone and the cell phone service provider may

be the channel call center through which the company actually responds to particular call.

Google advertes through which you make customer aware that you are providing this service,

then there are sponsor event like some places where there are events and you can put a

billboard or something to make people aware. So, all these are channels and delivery and then

the taxi purchase the channel through which you are actually delivering the service, its not

complete in that sense. 

Then customer relationship you provide security and people feel safe. So, they that provides

security, then feedback, loyalty bonus, some fidelity bonus and all that through which you

actually create lasting relationship customer comes back again and again for getting that. Fifth

is the revenue stream. So, whenever customer books a taxi the taxi driver gets money, but

their money is routed to the company and company deduct a commission.

Then there are source pricing when you can charge a premium. So, that becomes another

revenue stream, then registration fee of the driver meaning the taxi par se, then hardware rain

meaning you give a cellphone to the driver and then you give the app through which they

navigate advertisement on taxi maybe another one and etcetera. So, what is the key resources?

Resources is the hardware software contract with key partners key employees key activities.

Maintaining this app is one of the most important activities through which customer connect

with us and then maintaining the database where customers are registered their data is stored.

So, that they you know when the customer is coming you can approach to the customer again

and again, so that there is a lasting relationship. You optimize vehicle logistics, so that you

know there is no downtime, there is no free run there is always taxi always is running on

revenue meaning they are earning revenue to run a kilometer, maintain customer registration,

travel record etcetera.



Key partners here are individual car owners, transport operators, digital wallet companies for

payment gateway, technology provider advertisement agencies, driver association hardware

provider. Cost structure most important cost structure is the hardware cost because that is the

cost that you incur at the beginning to buy the hardware and give it to the driver.

Software maintenance costs the whole thing is running is standing on software on app on

database on what not payment getways, then you need to work and host and the database

server where you will store the data maintain. And then you maintain your website as well

there are criticism as well.
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The most important criticism is that business model canvas is touted as a single point

integrated wholesome business model idea, but then many of the things are not actually

contained in this business model canvas.

It does not have any reference to the exogenous forces, it only concerns about the endogenous

part of the business. It focuses mostly on economic value and not really environmental and

social value like what revenue you give to the nation or things like that. How to create

competitive advantages, how to create entry barrier, how to create how do scale the business

and such which are not really contained in the business model.

So, one can actually work and extend the business model maybe that may be a wonderful

resource work. Overly optimistic and narrow in terms of diversity of business challenges, it

looks like every business is same similar, but then this is just a generic model its not really an

extended model for every business nobody says that this is for any business, but for every

business the heart is the same, the basic philosophy is the same.
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So, from that point of view business model canvas is definitely is a wholesome holistic

canvas where you get to know lot about your competitive advantage whether your business

stands the test of time moving forward are all content.
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Some references, some concluding remarks and big.

Thank you.


