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			Preface

			By now, most have heard of Design Thinking and human-centered design… trying to put one’s human subject at the very center of their design efforts so as to develop empathy for them and their situation, and then develop solutions that meet their true needs. Many have also heard of business model innovation… innovating one’s overall business model so as to unlock massive new value that’s not currently being achieved. However, has anyone ever truly explored how to marry these two together, or how to use them as one practice to create powerful and innovative business models that unleash massive new value by being truly human-centered all around? The answer is “no”… not until now.

			This book does precisely that. It first explores the world of business models and business model innovation, so that we have the foundation needed to build on. We come out of this knowing when, where, and (most importantly) how to innovate our business model to unleash massive new value. It then explores the world of Design Thinking – including a deep dive into understanding the human psyche and a step-by-step journey through this process via case study. We come out of this knowing what Design Thinking is and how we can use it to develop empathy for, and an empathic understanding of, our subjects – so that we can then develop solutions that address their true needs and the deeper human aspirations and motivations belying them.

			The book then marries these two worlds together. It does this by demonstrating how to use Design Thinking, with its processes and methods, to craft each of the functional elements of our business model so that they are human-centered. This results in a coherent business model whose every attribute is centered on our human subjects and their unique needs. That, in turn, results in the greatest possible chance of success for whatever new business venture we’re using the business model for.

			The book also shows us how to institutionalize this holistic process inside of larger organizations – so that we can scale it broadly to all of our new venture creation efforts. It finishes by looking at what our future holds, which is actually more human businesses. We invite you on this journey with us.

			Who this book is for

			This book is for any business leader who has responsibility, in whatever form, for launching powerful and innovative new business ventures.

			This includes the following:

			
					senior executives in corporate settings with responsibility for identifying, developing, launching, and scaling new lines of business for their organization;

					other leaders and contributors in business environments who share in some way in the responsibility for defining, developing, launching, and scaling these new lines of business;

					corporate intrapreneurs trying to develop new corporate ventures – including spin-outs and spin-out/spin-ins – on behalf of their organization;

					entrepreneurs looking to capitalize on new opportunities by launching entirely new business ventures (startups) on their own.

			

			Each of these roles can, and will, benefit immensely from the knowledge and insights shared in this book.

			What this book covers

			This book is divided into three parts with sixteen chapters altogether. They are as follows.

			Part 1: The World of Business Model Innovation

			Chapter 1, The Value Machine – What a Business Model Is, provides an exploration of what the business model is, and the role it plays in empowering organizations to both deliver and capture value from their activities in various markets.

			Chapter 2, Cogs in the Machine – What Makes Up a Business Model, gives a detailed structural breakdown of the business model used to help us understand its respective elements and how they each fit and work together to make the business work the way it does.

			Chapter 3, Going a New Route – What Business Model Innovation Is, offers an introduction to business model innovation, including its respective aims and some of its historical uses.

			Chapter 4, A Matter of Reason – When, Where, and Why Business Model Innovation Is Needed, takes a look at the situational contexts in which business model innovation is warranted, and what exactly it does for those who pursue it.

			Chapter 5, The Master Designer – How to Dissect Business Models and Develop New and Better Ones, provides an introduction to, and exploration of, a specific process for dissecting business models, bit by bit. It also studies their attributes in light of newer goals and objectives, so as to reconstruct a new business model (from the different parts and pieces) that best achieves those newer goals and objectives.

			Chapter 6, The Business Model Toolbox – An Evolution of Tools for Business Model Innovation, delves into a historical exploration of the different business model and value proposition tools that have come into play over the past quarter century, including where they each fit into the process and therefore get used.

			Part 2: The World of Design Thinking

			Chapter 7, Thinking Like a Designer, provides an introduction to the world of Design Thinking and human-centered design, exploring what is at the core of each of these, why so, and how, in general, we are to go about pursuing their aims.

			Chapter 8, Thinking Like a Scientist – Centering Our Design around Humans, gives a deep exploration of the human psyche – breaking it down into its respective parts so as to understand what makes humans desire what they do, and why, therefore, they often behave in the ways they do – as well as what that means for us as innovators.

			Chapter 9, Acting Like a Designer: The Design Thinking Process in Application, provides a careful explanation of the Design Thinking process, revealing its respective stages and steps, as well as the goals, objectives, and processes associated with each of those stages and steps. It also includes an introduction to the Design Methods used to support the process.

			Chapter 10, Working the Problem Space – Up and Down the Mountain, takes a vicarious journey with our case study subjects showing us, in detail, how to undertake the first stages of the Design Thinking process so as to ‘work our Problem Space’ and come away with a properly reframed understanding of our subjects’ outcome needs.

			Chapter 11, Intermission, takes another vicarious journey with our case study subjects showing us how, at this intermediate point, to articulate our Point of View and thereafter craft a unique set of Design Principles that we’ll work toward in our new solution.

			Chapter 12, Working the Solution Space – Up and Down the Next Mountain, takes a final vicarious journey with our case study subjects showing us, in detail, how to undertake the latter stages of the Design Thinking process so as to ‘work our Solution Space’ and thereby come away with an optimal solution that fully meets our subjects’ outcome needs.

			Chapter 13, Design Thinking’s Final Act (So Far) – Our New Solution, provides a closing examination of the resultant solution and the Unique Value Proposition that it supports – including why ensuring that our solution does in fact support a compelling Unique Value Proposition is so important to us.

			Part 3: The Worlds Merged

			Chapter 14, Back to Business Model Innovation – à la Design Thinking, offers a detailed exploration, via the case study, of how to apply the overall Design Thinking process (and its methods) to our broader business model. It does this by applying it to, in turn, each of the respective functional elements of our business model so that each one is, in fact, human-centered and coherent.

			Chapter 15, Execution – Bringing Our Business Model to Life, provides an examination of all the steps we’ll have to take in relation to this process to actually execute our new business model and bring it to life – including the many lessons that the real world will hand us that a conceptual process up to this point couldn’t, and how to agilely adapt to those lessons.

			Chapter 16, The Final Outcome – Consistent Ongoing Success, goes into an exploration of how to turn this process into a consistent and repeatable one inside any organization, thereby institutionalizing it as a core competency in that organization – plus a look at what the future has in store for us in this context.

			To get the most out of this book

			To get the most out of this book, you’ll want to have a strong understanding of business and how businesses operate – including, in general, the value creation and delivery process and the standard workings of revenues, costs, and profits. You’ll also benefit from having at least a rudimentary understanding of innovation practices inside organizations, and where and how those practices fit into the broader strategic aims of the organization.

			If you feel deficient in any of these areas, you are encouraged to augment this book with other books on innovation, business models, and Design Thinking, as required.

			Get in touch

			Feedback from our readers is always welcome.

			General feedback: If you have questions about any aspect of this book, email us at customercare@packtpub.com and mention the book title in the subject of your message.

			Errata: Although we have taken every care to ensure the accuracy of our content, mistakes do happen. If you have found a mistake in this book, we would be grateful if you would report this to us. Please visit www.packtpub.com/support/errata and fill in the form.

			Piracy: If you come across any illegal copies of our works in any form on the internet, we would be grateful if you would provide us with the location address or website name. Please contact us at copyright@packt.com with a link to the material.

			If you are interested in becoming an author: If there is a topic that you have expertise in and you are interested in either writing or contributing to a book, please visit authors.packtpub.com.

			Share Your Thoughts

			Once you’ve read Designing the Human Business, we’d love to hear your thoughts! Please click here to go straight to the Amazon review page for this book and share your feedback.

			Your review is important to us and the tech community and will help us make sure we’re delivering excellent quality content.

			Download a free PDF copy of this book

			Thanks for purchasing this book!

			Do you like to read on the go but are unable to carry your print books everywhere?

			Is your eBook purchase not compatible with the device of your choice?

			Don’t worry, now with every Packt book you get a DRM-free PDF version of that book at no cost.

			Read anywhere, any place, on any device. Search, copy, and paste code from your favorite technical books directly into your application. 

			The perks don’t stop there, you can get exclusive access to discounts, newsletters, and great free content in your inbox daily

			Follow these simple steps to get the benefits:

			
					Scan the QR code or visit the link below
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			https://packt.link/free-ebook/978-1-83508-494-6

			
					Submit your proof of purchase

					That’s it! We’ll send your free PDF and other benefits to your email directly

			

		

	


		
			Part 1 – The World of Business Model Innovation

			Part 1 of this book explores business models and business model innovation (BMI). This includes defining what a business model is, and therefore what makes up a business model. It explores in even more detail what BMI is, and the conditions under which BMI is needed.

			This part finishes with an explicit process for dissecting existing business models so as to build out even newer and better ones, complemented by an exploration of the different contemporary business model tools and frameworks used to aid in this process.

			Collectively, Part 1 gives you all of the background and insights you’ll need to be able to use an approach like Design Thinking to conceive and define an entirely new business model for your particular business aspirations.

			This part contains the following six chapters:

			
					Chapter 1, The Value Machine – What a Business Model Is

					Chapter 2, Cogs in the Machine – What Makes Up a Business Model

					Chapter 3, Going a New Route – What Business Model Innovation Is

					Chapter 4,  A Matter of Reason – When, Where, and Why Business Model Innovation Is Needed

					Chapter 5, The Master Designer – How to Dissect Business Models and Develop New and Better Ones

					Chapter 6, The Business Model Toolbox – An Evolution of Tools for Business Model Innovation

			

		

		
			
			

		

		
			
			

		

		
			
			

		

		
			
			

		

		
			
			

		

		
			
			

		

		
			
			

		

		
			
			

		

		
			
			

		

		
			
			

		

	


		
			1

			The Value Machine – What a Business Model Is

			In your hands, you hold a roadmap – a roadmap that has been designed very carefully to guide you toward using and applying human-centered design in the task of uncovering and deploying the most optimal business model for your situation.

			As we will soon see, this will prove crucial to ensuring your new venture – whether in a start-up or an established business – achieves its maximum potential in the crowded marketplace of new offerings around us. Applying what you learn here will ensure your business model delivers exactly what your customers want and need, in a way that yields a maximum return on your investment of time, energy, and resources.

			This and the first several chapters of this book lay the foundation for our journey together. In this chapter in particular, we’ll learn what a business model is, why it’s so crucially important for us to get our business model right, and how business models actually get used. These are all points we’ll apply directly in later chapters as we, bit by bit, work through the different layers of business model innovation and design.

			Specifically, we examine the following topics:

			
					What is the purpose of a business?: A foundational understanding of why businesses exist.

					What is a business model?: A foundational understanding of what exactly a business model is.

					What makes for a viable business model?: Insight into what makes a business model viable, as it relates to producing sustainable profits and positive impacts.

					Why is getting our business model right so important?: The reasons why every business has to get its business model right if it hopes to succeed.

					How does a business model get used?: The early prescriptive nature and the later descriptive nature of business models.

					Our case study – Intensifi: An introduction to our case study subjects and their contextual situation.

			

			Don’t worry if any of this feels overwhelming in the beginning. As we work through the book, we’ll be demystifying each part as we go along. In the end, it will all be understandable, manageable, and actionable for you.

			What is the purpose of a business?

			It is important to start by first laying the groundwork of understanding why one even has a business in the first place – or in other words, “What is the purpose of a business?”

			The answer to this is actually quite simple. The purpose of a business is to create value. No business ever lasts that does not create, deliver, and somehow profit from real value. Value here is defined as something that’s important to its recipient because it achieves some specific outcome for them and is therefore desirable to them.

			We must also be very clear on whom value is being created for and what their relative priorities are – as this has been a point of serious contention over the past five decades. On September 13, 1970, economist Milton Friedman introduced, via an essay he wrote in the New York Times, the Friedman Doctrine. This doctrine held that the sole purpose of a business is to improve the value of the common stockholder’s equity. From this was born the idea that the sole purpose of a business was to create value only for its shareholders. But over the ensuing 50 years, and with very clear evidence of the degree of harm that so many businesses pursuing that philosophy had caused, sentiments in the business world eventually changed.

			This change culminated on August 19, 2019, when a consortium of some of the largest business organizations in the US – under the banner of the Business Roundtable (BRT) – declared publicly that Friedman was wrong… that the purpose of a business is not just to deliver shareholder value but rather to deliver long-term value to all of its stakeholders. This included – in addition to its shareholders – its customers, employees, suppliers, the communities in which it operates, and even the earth and its environment.

			We conclude therefore – in agreement with BRT – that you, the reader, must first understand, at the most fundamental level, that the purpose of your business is to create value for its customers, employees, partners, communities, environment, and – yes – its shareholders too. They all matter – and how you choose to prioritize them will in many ways determine how successful and long-lived your business will ultimately be.

			What those five decades of experience and wisdom have taught us is that businesses that have focused solely on shareholder value have ended up pursuing extremely short-term (usually quarterly) goals – what has become known as short-termism. This in turn has typically produced very poor long-term value for those very shareholders, such that in the end, some years later, they were actually equity poorer and not equity wealthier.

			In contrast, those same five decades have shown us that businesses that have pursued a far more balanced perspective – usually placing customers first, employees second, and shareholders last (as Amazon has), or employees first, customers second, and shareholders last (as Virgin has) – have actually, in the end, produced far greater long-term wealth for their shareholders than any former businesses ever did. This is because customer orientation forces the business to think far more long term – in terms of preserving customer loyalty over the long run for ongoing repeat purchases over those customers’ (and their descendants) lifetimes – thus leading to true long-term wealth creation.

			It’s important for us to also understand where this evolution in thinking is headed. To date, it has evolved from shareholders to customers to wider communities. But as we continue to move forward into the future, it’s going to evolve even further – to encompass broader ecosystems at large and, ultimately, the entire planet. The implication of this is that the world we have to design our new business models for is an increasingly complex one, with increasingly complex challenges – ones that demand we think about our new business model from far more perspectives than we ever have before.

			You are encouraged, therefore – before doing anything else – to first consider and decide who it is your business will be creating value for and what you believe needs to be their relative prioritization among each other.

			Now that we understand the purpose of a business, we’ll turn our attention to the next key question, which is namely, What, exactly, is a business model?

			What is a business model?

			Quite simply, a business model is the arrangement and use of different mechanisms and activities that we will deploy in our business to determine and act on the following matters:

			
					who we will serve;

					why we will serve them as such;

					what we will serve them;

					how we will serve them that;

					how we will ultimately capitalize on this.

			

			As such, our business model allows us to do each of the following successfully:

			
					Select our customer	Decide and define who we will serve – will it be individuals, families, small businesses, large organizations, governments, or whom? And inside of that, specifically which ones and under what conditions (when and where) will we serve them?
	Specifically, what markets and market segments do these represent?



					Define our purpose	Decide and define why we intend to serve these parties in the ways we intend to serve them…	What is it we are ultimately trying to empower them to do or achieve?
	Why is that so important to us?





					Define our value proposition	Decide and define how we will serve these customers – through what forms of value…	Will it be through products, services, experiences, some combination of those, or via some other form(s) of value?


	Decide and define – specifically, and on an ongoing basis – exactly what value we will serve our customers (today and in the future) – the specific products, services, experiences, and so on – and in each case, the relevant features, functions, and attributes that define them.
	Decide and define the specific details behind each of our unique offerings – with respect to their product categories (existing and/or new), the platforms they employ and any product ecosystems that they necessitate, and the specific technologies and service methods they will each use (both now and in the future).



					Define our brand	Decide and define what brand we intend to create – in terms of the specific brand experience we want our customers to have and the unique brand promise (value proposition) we will be making to convey that – as well as what this means to the positioning of our business and its offerings (which in turn infers certain pricing tiers that must equate to the perceived value our customers receive from our offerings).



					Define our go-to-market (GTM) strategy	Decide and define how we will organize our business and its ecosystem to be able to do everything herein.
	Decide and define the specific channels we will leverage to market to, sell to, distribute to, and otherwise service our chosen customers.
	Decide and define how we will support our customers, both pre- and post-sales – so as to maintain their ongoing delight and long-term loyalty. This includes how we will find them or they will find us, how we will market to them, how we will sell to them, how we will fulfill their purchases, and how we will otherwise support them throughout and following this process.



					Operationalize our business	Organize our business and its ecosystem in the intended ways – so as to achieve everything we’ve decided to do.
	Utilize specific assets in the conduct of these activities – whether those are our own, those of our ecosystem partners, or some combination of the two.
	Design, develop, and validate specific forms of value that we’ve decided to provide.
	Produce and deliver specific forms of value that we’ve decided to provide.
	Activate and employ specific partners, business ecosystems, and other value networks that we need to use to be able to develop, produce, and deliver these forms of value.
	Create the brand we intend to become – ensuring we communicate a clear brand message using unequivocal brand language that articulates a unique brand promise to our customers.
	Deliver on our brand promise – so that our customers actually have our intended brand experience and thereby become loyalists and enthusiasts of our brand.
	Monetize or otherwise capitalize on the aforementioned activities –  to generate revenue in excess of our costs of operations, and thereby produce a profit for the business that we can reinvest back into its ongoing health, growth, and positive impact on the world.



			

			That is what a business model is.

			Metaphorically, we can think of our business models as a story. Like a good story, a good business model weaves together a narrative about whom we’re serving, why we’re serving them, what we’re serving them, and how we’re serving them – as well as how we hope to prosper ourselves from doing so. And like a good story, it has a great ending with an enlightening win-win outcome for all the “good guys” involved!

			As can be appreciated from this explanation, business models can be very complex and involved – and there are certainly a large number of options that we can select from for any one of these areas and activities. Given this, it should be quite clear that in any given business situation, the number of permutations this permits can be astronomical – resulting in what can quickly become a bewildering array of questions to answer.

			In most cases, we will already have some general sense of the answers to some of these questions – such as who we intend to serve and why we desire to pursue that particular customer and situation. But many others of these questions may be completely non-obvious to us, leaving us in the dark as to where to turn for optimal answers to them – and thus, the purpose of this book. It’s also helpful to keep in mind that a business model exists to serve some concept… it’s what allows us to bring that concept to life and deliver it in a way that creates new value, but it is not an end in itself, and, therefore, we should never treat it as such.

			Now that we understand what a business model is in its basic essence, let us explore the question of what makes for a viable business model.

			What makes for a viable business model?

			As we look at the set of activities noted earlier that our business model will define, it is the last of these – how we monetize and/or capitalize on the value we deliver (or how we commercialize our offerings) – that is ultimately most important to us.

			If we do not have a viable means of converting our capital, energy, and material resources into a real financial stream that exceeds our costs of capital, energy, and resources – so as to produce a profit – then our business model is not viable – and all of its other points are entirely moot and for naught. The same can also be said of its impacts on societal and environmental planetary needs; if it does not produce positive impacts, and in so doing avoid negative impacts (perhaps in keeping with regulatory legislation), then our business model is once again not viable and we need to abandon it for one that is viable.

			Ultimately, businesses experience one of two outcomes – either they make a profit or they make a loss – there is no in between (break-even is not considered a robust or reliable state as it will not last forever). If our business makes a loss for long enough, then it will deplete whatever capital reserves it has (which are used to secure its energy and resources). This clearly is unsustainable. If, on the other hand, our business consistently makes a profit, then that profit can be reinvested back into growing our business and its positive impact on the world. The only viable and sustainable option of these two scenarios is to make a profit!

			I invite you, if you will, to recall back to the dot-com bubble of 1999. What happened there was that so many investors and entrepreneurs were so utterly enthralled with this new platform called the Internet and the World Wide Web (they were drunk on its technology) that they jumped head-long into new businesses on the platform without ever bothering to try to stop and ask themselves, “Wait… how are we going to make money on this?” They simply assumed that just being on the internet meant that would somehow magically make money and keep going. It wasn’t until after being there for some time that they all started to realize, “Wait… we aren’t making any money at this… that stinks… how are we going to keep going at this if the investors don’t keep propping us up and giving us more runway?” But a runway – even an extended runway – only lasts for so long when one doesn’t have a viable business model. And so, consequently, it all came crashing down in late 1999 when the dot-com bubble burst.

			But the internet itself hasn’t been alone in this. There have, in fact, been many other technologies too – cryptocurrency, non-fungible tokens, and many others – that have had parties just jump in without first having a viable business model in hand. The thinking is usually that their need to act fast and be a first-mover outweighs their need to have a worked-out business model… that if they wait until they have a worked-out business model, they’ll miss the first-mover window of opportunity that currently exists and may never have that opportunity again. Sometimes that is, admittedly, true, and sometimes things do, in fact, work out that way, but they are certainly the exception and not the rule (except in very fleeting technologies such as certain electronic hardware).

			The problem – and the reality – in these cases is that the markets are just too new and involve too many new unknowns for anyone to really know for sure which business model is going to work best for it. But – as investor Peter Thiel points out repeatedly in his 2014 book Zero To One (paraphrasing) – the business fundamentals still have to be right (inferring that if they’re not, investing in it is a fool’s errand). Nevertheless, in entirely new markets, someone has to be the guinea pig… the pioneer who jumps in first. The problem is that very few of those businesses survive the first few years in these markets; in most cases, others enter later on and supplant them with better business models.

			Indeed, in most cases, first-mover advantages tend to be quite short-lived (not least because the first-movers go in with a wrong business model and burn through their capital inefficiently), while second- and third-movers – having sat back and watched the mistakes the first-movers made and learned from them – come in later on with far better and more viable business models and quite often take most or all of the market share away from the first-movers because they have a far better offering, a far better value proposition, and a far better business model. In most cases, and in the long run, it ends up being those who wait, watch, observe, think, and study – and then eventually come to market with a very well-thought-out strategy and business model – who survive, thrive, and in the end win in those markets over the long run.

			So, in any event – whether a new market or an existing, established market – the bottom line is this… a business model has to be viable in order for the business to be able to survive and thrive over the long run. If the business model is not viable, then it is only a matter of time before that business runs out of capital reserves and has to cease its operations – as no investors will dump money into a non-viable business forever.

			Therefore – as was noted earlier in this chapter – the purpose of a business is to create value for all of its stakeholders. A viable business model lets the principals do just that. A non-viable business model fails to do that, and in almost all cases will prove to be unsustainable over the long run. Adding to this complexity can be activist shareholders – whether they be the shareholders of a publicly traded enterprise or the general partners of a venture capital investment firm – who are not aligned with what makes this business model viable. This is something to be guarded closely against, as it can derail even the best-conceived business venture.

			Now that we understand what makes for a viable business model, we can address one of the most critical questions before us – namely, Why is getting our business model right so important?

			Why is getting our business model right so important?

			Getting our business model right is critically important because it is what will determine, when all is said and done, whether our business ultimately succeeds or fails. Get our business model right, and it succeeds. Get our business model wrong, and it fails. It’s really that simple – as we saw earlier when discussing a viable business model.

			Of course, that being said, a business model is just a means to an end, not the end in itself. We use it as the mechanism for value creation and value delivery – creating and delivering something that someone, somewhere needs to address a particular challenge, problem, or other situation. It moves us from a point of lesser value to a point of greater value. The end is actually delivering that value and in doing so, succeeding as a business.

			Our business model is thus the magic formula, so to speak, by which we’ll be able to connect all the different dots in our business – those on the demand side in our marketplace, those on the supply side behind the scenes in our industry, and those in between, inside our business (making all the calls and decisions) – to be able to conceive, define, design, develop, produce, deliver, and service the customer value that we offer our customers in a way that remains forever viable and therefore profitable to us and that consequently allows us to continue doing what is we do day in and day out indefinitely.

			If we get our business model right, then we get to keep doing this, and we’ll produce value for all (and wealth for some). If we do not get our business model right, then we don’t get to keep doing this; we will have failed at some point to create adequate value for one or more of our stakeholders. Of course, as we’ll see in our next section, “right or wrong” is a moving target that only has meaning at a particular point in time. It actually comes down to us getting our business model right on an ongoing, continual basis – as we constantly explore our way in the dark to learn how our business model has to perpetually change and evolve to remain relevant to the world around us, as well as resilient to changes we’ll inevitably encounter.

			This is why, as noted earlier in this chapter, the purpose of a business is to create value for all its stakeholders. A viable business model allows it to do just that. A non-viable business model fails to do that, and in most cases will prove unsustainable over the long run.

			It is, therefore, critically important that, above all else – other than perhaps our strategy – we get our business model right if we aspire to survive and thrive in our business over the long run. Our partners, customers, and investors will all thank us for doing so.

			Moreover, beyond just getting our business model right, properly documenting that business model will serve to align all of our stakeholders. That documentation would include – in addition to our business model – our vision, our overall strategy, and our operational GTM plan at this point. Communicating these things to ourselves, our investors, our partners, and our customers ensures that they have each been scrutinized, tested, and (eventually) aligned on, and that will help to set the course for the business moving forward.

			Now that we understand why getting our business model right is so important, let’s turn our attention to the final critical question, which is, namely, How does a business model get used?

			How does a business model get used?

			As we’ve seen, one’s business model is how they operate their business so that it is profitable and thus viable over the long run. That is ultimately how one’s business model gets used.

			But we must distinguish – especially when starting out – between what we intend our business model to be (and what we thus document on paper) and what our actual business model ends up being after we’ve learned all the realities and details of our market situation. The first is prescriptive in nature… what we intend it to be. This can work in very established and stable business scenarios. The second is descriptive in nature… what actually occurs. In completely new business scenarios, what actually occurs will become far more prevalent for us. This reality reflects the key knowledge gap we have in any new business situation – which is why some amount of iterative business model design and testing effort will almost always be necessary.

			In fact, business models and strategies both work in the same way in this regard – in that they are both just plans at their beginning and must typically evolve over time. Or, as the late Dr. Clayton Christensen pointed out in his 2003 book The Innovator’s Solution, the emergent strategy tends to be the cumulative effect of day-to-day prioritization and investment decisions made by middle managers, engineers, salespeople, and financial staff – all of which tends to bubble up from inside the organization.

			Consequently, in the real world, especially when we’re facing very new business situations and environments, “almost” no one ever gets their business model dialed in just right from the get-go, coming out of the gate. In almost every situation, the business will begin with a particular business model, and then, after some time, come to the realization that certain aspects of that business model simply aren’t optimal for the situation. All new business scenarios are full of uncertainty, which is why we can never just “execute” our business model and hope that we got everything right or that nothing changes from when we first defined it; inevitably that will not work!

			This is particularly true for new start-ups starting from ground zero with no prior basis or context for their business model, especially when they are introducing an entirely new-to-the-world value proposition or product category – something that no one else has ever done before. In those cases, they are the pioneer – the first ones to blaze this path – and so, they must create the path as they walk it, discovering all of its necessary details as they press forward. This has been compared to jumping off a cliff with all the parts to build an airplane (but no airplane quite yet) and having to build that airplane on the way down – in the hope we will get it built and be able to fly before hitting the ground (at which point it’s “game over” and won’t matter anymore).

			So, almost no one starts with a perfect business model on Day 1 – a model that lasts forever and in the end looks exactly like the theoretical one they defined on paper and started out with at launch. Or as was so well stated by the 19th-century field marshal and war strategist Helmuth von Moltke (paraphrasing), “No plan ever survives contact with the enemy” – from which a similar euphemism in business has been extracted, namely that “No strategy ever survives first contact with the market” (a statement made popular by start-up expert Steve Blank). The same can usually be said for business models.

			Thus, the way the business model gets used in the real world is – yes, to operate the business in the manner noted previously, but also, and just as importantly, to empower our business to be able to iterate and learn as it goes along – tweaking and adjusting each and every element of its business model as it does so – including who it serves, why it serves them, what it serves them, how it serves them, and ultimately how it capitalizes on that. This is very important, given that most truly impactful “innovation” inside businesses actually occurs at the business model level – rather than as truly disruptive product or service innovations, or even core technologies (R&D).

			Now that we understand what a business model is, what makes for a viable business model, why getting our business model right is so important, and how our business model actually gets used in practice, let’s introduce ourselves to Ian, Zoe, and Watson – three fictitious entrepreneurs running a fictitious start-up called Intensifi – a business we’ll be following in this book, as they strive to apply the principles of this book to their quest.

			Our case study – Intensifi

			Let us introduce you to Ian McAllister, Zoe McPherson, and Watson Afrik, three entrepreneurs aspiring to launch an entirely new type of digital-technology-enabled, AI-powered, business called Intensifi.

			Their idea behind Intensifi is to sell a service – augmented by whatever technology and tools are needed – that allows both consumers and businesses (large and small) to track their every activity and asset. The service would moreover let these users examine patterns of usage and then compare those to their stated life aspirations (it would do this in a purely data-oriented way via the data from embedded sensor / transmitter devices). This will ultimately allow them (via AI algorithms) to map out specific life and asset choices and plans that will allow them to attain their stated aspirations. Their platform can do this because it knows all (in effect) about all the available options to them and how to access them. It is able to match these to their aspirations, thus opening them up to new choices and options they may never have been aware of before – including stuff such as the following:

			
					What city they live in.

					What job they do.

					What company they work for.

					What home they own or apartment they rent.

					What vehicle they drive – or public transportation they take.

					What they wear (and don’t wear).

					When, where, and what they eat (and don’t eat).

					When, where, and how they exercise.

					What hobbies and avocations they pursue.

					What extracurricular and volunteer activities they engage in.

					Where they shop.

					What they purchase.

					Whom they associate with professionally – and when and where they do so.

					Whom they associate with personally – and when and where they do so.

					Whom they date and ultimately marry.

					How many children they have.

					When, where, and how they vacation.

					And so on.

			

			Ultimately, Intensifi aspires to leverage AI and technology to optimize everything conceivable about these individuals’ lives, and in so doing, empower them to structure and live their lives in an optimal way, in accordance with their personal and professional aspirations. The tool would even “re-route” their lives from any “missed turns” they made by not following its prior prescripts, moving them forward from any point or situation they find themselves in for the remainder of their lives.

			Of course, all social relationships involved in the platform work best when all parties involved are mutually using the platform – particularly in the case of dating and marriage.

			Given this, I invite you to consider who might be Intensifi’s ideal customer – and what might be its ideal value proposition for those customers. Those are questions we’ll explore in a lot more detail further on in this book.

			As we go forward, we’re going to follow Ian, Zoe, and Watson in their journey of defining, developing, and launching Intensifi – to see how they use the methods and practices of this book in a practical way to achieve their aspiration. As you might guess, they’ve got a long way to go before they have a fully viable business that’s ready to launch and can actually do so. They want to ensure they do so with the best possible (in other words, most optimal) business model they can – one that is truly human-centered in its orientation around their potential future customers.

			Summary

			In this chapter, we’ve learned what the purpose of a business is, what a business model is, how a business model gets used, what makes for a viable business model, and why getting our business model right is so important to us and the longevity of our business.

			Understanding these things creates the right foundation for being able to move forward into our next chapter, where we’ll be exploring in much greater detail how a business model breaks down into its constituent parts and how those different parts all have to work together with each other for the business to be able to operate effectively and viably over the long run.

			Further reading

			
					Zero To One: Notes on Startups, Or How To Build The Future, Peter Thiel, Blake Masters, Crown Business, New York, 2014.

					The Innovator’s Solution: Creating and Sustaining Successful Growth, Clayton M. Christensen, Michael E. Raynor, Harvard Business Review Press, Boston, 2003.

					Customer Value Foundation, Gautam Mahajan, www.customervaluefoundation.com.
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			Cogs in the Machine – What Makes Up a Business Model

			In the previous chapter, we learned about what a business model is, how business models get used, and why it is so crucially important to get our business model right.

			In this chapter, we’re going to explore how business models are structured, and consequently what their constituent parts are and how they all fit together to define a coherent business model that can accomplish its intended objectives. This will give us a clear appreciation for all the moving pieces and parts of a business model, so that later on we can start to use this insight to design our own business model.

			We’ll also take a brief look at the fact that there are standardized business model typologies in use around the world, examine some examples of those typologies, see where you can learn more about these typologies, and explore how they are characterized.

			We will specifically examine the following topics:

			
					Understanding the structure of a business model: Conceptualizing our business model via a useful framework.

					Breaking our business model down into its constituent parts: Breaking our business model down into its core elements so that we can address each one as needed.

					Understanding the interchangeability of the parts and ensuring the congruity of the whole: Appreciating how the elements of our business model have variants that are interchangeable, yet have to work together.

					Recognizing and applying standardized business model typologies: Developing awareness of the standardized typologies that have been identified and codified by several sources.

			

			We’ll also check in with our friends at Intensifi to see what they’re thinking about in terms of their prospective business model at this point in the process.

			Understanding the structure of a business model

			In Chapter 1, we learned that our business model is what lets our business define the following:

			
					who it will serve;

					why it will serve them;

					what it will serve them;

					how it will serve them;

					ultimately, how it will capitalize on doing this.

			

			In this chapter, we want to go deeper into the actual structure and operation of a business model to understand what makes up a business model and how its elements all get structured together in a way that lets them work together to produce their intended outcomes and results. By doing this, you’ll understand what makes up a business model and (eventually) be able to design, prototype, and validate business models far faster and more easily. That in turn will allow you to develop much better business models, including ones suited to addressing exogenous shocks and/or crucial opportunities in your situation.

			As we do this, please keep in mind that we’re not yet at the actual business model design process, as that process will come later on (in Chapter 5 to be exact). For now, and in the following two chapters, we’re simply laying out all the necessary groundwork for being able to go there. So if you’re itching to get to that process, then please be patient as you read along, since you’ll first need these elements of groundwork to do so.

			Similarly, if you find yourself starting to wonder in this breakdown how this all relates to the business’s strategy, then, once again, don’t worry… we address that question in Chapter 4. For now, we just need to understand how a business model gets built and operated structurally. In Chapter 3, we’ll explore what it means to innovate that business model, and in Chapter 4 we’ll look at a more functional framework for the business model – all of which will lead us up to Chapter 5, where we’ll explore the process for designing, prototyping, and validating business models, as well as Chapter 6, where we’ll look at different tools and models for doing so.

			Introducing the Future Lens Business Model Framework

			To achieve our goal here, we introduce the Future Lens Business Model Framework, or FLBMF, as shown in Figure 2.1. This is a structural framework for the business model – as opposed to a functional framework (which will be explored in Chapter 4).
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			Figure 2.1: The Future Lens Business Model Framework

			This framework is a direct reflection of both the elements of a business model and how they all fit together to make that business model work. Understanding this framework allows us to examine different business models to see how they each use these elements to operate the way they do.

			We will explore this framework by starting at the topmost level and then working our way down through its structure. As we go about explaining it, we will introduce some specific nomenclature associated with it.

			At the framework’s topmost level, we have the entire (overall) framework, which – holistically – models the business model so that once its respective elements have each been explicitly defined and spelled out, it prescribes exactly how that business model works.

			At the framework’s second level, it is divided into two halves – one on its left side and one on its right side:

			
					On its left side we have Value Proposition. All of the elements of this side define the business’ unique value proposition (as its name suggests).

					On its right side we have Value Delivery. All of the elements of this side define the business’ approach to value delivery (as its name suggests).

			

			Note

			I created this framework in 2016 for the consulting firm Legacy Innovation Group (www.legacyinnova.com) and subsequently used a variant of it for Global Innovation Institute (www.gini.org) under the name The Gini Business Model Innovation Framework, or BMInF.

			At the framework’s third level, these two halves (sides) are each further divided into three specific Domains of Potential, or DOPs:

			
					The Value Proposition’s DOPs are, respectively, Target Market, Offering Space, and Brand Delivery.

					The Value Delivery’s DOPs are, respectively, Customer Acquisition, Value Creation, and Value Capture.

			

			At the framework’s fourth level, each DOP is divided further into a set of Points of Differentiation, or PODs. Altogether, the framework contains twenty-two different possible PODs so that a given business model ends up being some structured collection of a subset of these PODs.

			These DOPs are explained in greater detail later in the section entitled Breaking our business model down into its constituent parts.

			Now that we have this framework and can see its overall structure, we’ll dive down into exploring its different elements so as to understand what they each mean. This will allow us to understand the framework at a detailed level, and thereby be able to use it in our work.

			We should also mention that, should you already be wondering how this (and other frameworks to be introduced in this book) compare and contrast to some of the very prolific business model tools in use, such as the Business Model Canvas, for example, well then never fear. That topic, together a careful survey of all such tools in use (there are many), is explored in detail in Chapter 6. By that point, you’ll have amassed a much greater insight into designing, building, and validating business models, where such tools will make even more sense to you.

			Framing out the key anchor points of our business model

			We pause at this point to observe that this framework – as any such framework must – addresses the six key questions of our business model:

			
					Who – Who we will serve, and therefore deliver value to (our main customer).

					What – What we will serve them (our offering).

					Where – Where and how we will find and connect with them (our channels).

					How – How we will conceive, create, produce, and deliver this value for them (our value factory).

					Why – Why we will do all of this (the unique problem we are trying to solve for them).

					When – When we will do all this (which may be now or later; at certain specific times or always) Your business model can be dynamic in this regard, and therefore change and evolve over time.

			

			Associated with this, we see that each of the two sides of the framework shown in Figure 2.1, Value Proposition and Value Capture, reflects a specific spectrum of questions with anchor points at their ends:

			
					Value Proposition: WHO ↔ WHATOffering Space / Brand Delivery / Target Market


					Value Delivery: WHERE ↔ HOWValue Creation / Value Capture / Customer Acquisition


			

			Centered in between these is the question of WHY, which – in keeping with proper human-centered design practice – places customer needs and motivations front and center in the business model, which are crucially important to the entire model!

			These five anchor points reflect the first five fundamental questions of our business model.

			The last POD introduces the question of WHEN… a sixth anchor point the business model must answer. This is often a question that has to be addressed in light of the timing of one or more key trends, especially when we are trying to launch a new business endeavor that’s intended to intersect a specific emerging situation associated with this trend, such as a new type of market need. In such cases, careful trends analysis has to be undertaken to define what that proper (most opportune) intersection point should be – that point in time when the organization must launch the new business model and its related solution. This is important because quite often we’re designing a new business model to be launched two or three years from now, and so this has to address the question of – often in the context of that trend timing – when is and is not the right time to launch that particular business model, because launching it too early or too late can have disastrous effects (too early, and the market is not ready for it yet; too late, and it may have missed a critical window of opportunity).

			Sometimes, it will take longer to work out this detail than is required for the rest of the business model. When that is the case, we can proceed with working on the rest of the business model while holding off on answering that question until additional foresight is developed. Doing so should not, however, delay us in working toward our intended solution at that point in time. We will need that solution ready whenever that time does arrive.

			If desired, the team designing the business model can leave open a number of different options in the business model, and then select one of them later on as they get closer to launching the new solution to the market, at which point they should have greater clarity on which of those options will prove optimal for the situation as it has emerged.

			Yet another feature of this framework is that its two halves – Value Proposition and Value Delivery – each have a Commercial End and a Technical End:

			
					The Commercial End involves the who and the where, both of which deal with monetizing value in the marketplace.It is quite likely that those in the business who bring the necessary insights to this area are those involved in the business’ commercial operations, such as sales and marketing staff, for example.


					The Technical End involves the what and the how, both of which deal with creating value from inside the business.It is quite likely that those in the business who bring the necessary insights to this area are those involved in the business’ technical operations, such as engineering, manufacturing, supply chain, and other operational staff.


			

			In between these are Brand Delivery and Value Capture, both of which serve to bridge their respective ends. It is often that those who are charged with these DOP must be versant in both commercial and technical operations, and thus serve as hubs inside the business. For example, on the Value Proposition side, these may be product management or marketing professionals, while on the Value Delivery side, these may be finance or operations professionals.

			Finally, for the sake of greater clarity and better understanding when applying this framework, its two sides are also structured into distinct aggregated areas of focus (as seen in its light-yellow-highlighted boxes):

			
					Its Value Proposition side is structured into Foundation of Value (Offering Space + Brand Delivery) and markets and customers (Target Market).

					Its Value Delivery side is structured into Value Conception (portions of Value Creation) and Go-To-Market Strategy (Customer Acquisition, Value Capture, and the remainder of Value Creation).

			

			In both cases, these offer additional clarity to the business model conceptualization and design process so that those designing the business model can be clear about which (overall) area of the model they are focusing on. We’ll get into that design process (in detail) in Chapter 5, but for now, and for the next two chapters hereafter, we’re laying all the groundwork necessary to be able to explore that process.

			Breaking our business model down into its constituent parts

			Now that we’ve introduced the preceding structural framework for our business model, our next step is to use it to break down that business model into its constituent parts representing its different possible variations. These constituent parts start with the twenty-two different PODs alluded to earlier.

			Don’t worry if this exploration (and the next section on interchangeability and congruity) seem a bit abstract to you, because shortly we’ll examine some examples from situations we’re all familiar with, showing what they look like in practice.

			Understanding the points of differentiation

			A given business model – as represented in the framework used here – will structurally comprise some subset of variants of the 22 PODs. For each of the six main DOPs, one or more of the PODs will thus be employed.

			In some cases – such as with Target Market, for example – the Domain can work with one POD or with multiple PODs, depending on the aspiration at hand. So, in this case, for example, the Target Market may be a single new market, or else a new market plus an adjacent market.

			In other cases – such as with Value Creation, for example – the Domain will almost always work with some combination of variants of the PODs. So, in this case, for example, Value Creation will entail some form of organization using some form of growth engine and some form of value network to produce and deliver the value being created.

			In this way, each Domain of Potential will consist of the unique POD variants defining it.

			Consequently, each of the different PODs offers us the opportunity to differentiate our business and our offering in the marketplace, hence their names – they are distinct prospective PODs that we can use on behalf of our business and its efforts to stand out and succeed in the marketplace.

			The PODs are listed in Figure 2.2 at the third indented level, underneath their respective DOPs:
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			Figure 2.2: 21 Points of differentiation inside the six Domains of Potential

			Listed here are twenty-one PODs. The twenty-second POD is the question of when, or timing – which applies equally to all the other elements of our business model.

			Applying our points of differentiation

			Collectively, these PODs define everything (structurally) about a business model that must be defined for it to be executable and thereby achieve its intended outcomes and results.

			For example, we may decide – for various strategic reasons – that we are going to do the following:

			
					Serve a market that is entirely new to our business – Target Market / Who.

					By offering it a new product in an existing product category that uses a new technology comprising a specific product platform that can be extended further in the future – Offering Space / What.

					In the process, stating that this new product will transform their lives via its four key attributes (Brand Promise / Message) and then actually doing so in a way that absolutely delights them [Customer Experience (CX)] – Brand Delivery.

					Using direct-to-consumer paid advertising (marketing channel), direct-to-consumer sales (sales & distribution channel), and contracting service providers (service channel) for customers in North America (geographic market) – Customer Acquisition / Where.

					By having our Advanced Innovation Department (growth engine) inside our technical R&D unit (organization) develop this product, and having our own captive manufacturing facilities produce and ship it (production / delivery), using parts supplied by our network of strategic suppliers (value network) – Value Creation / How.

					By utilizing both our own assets and those of our suppliers, plus those of our customers (their mobile phones) (asset utilization), and having these customers pay us directly through our online e-commerce site – Value Capture.

					Starting 12 months from now – When.

			

			Taken together, these seven DOPs – made up of its unique PODs – structurally define our unique business model, including who we will deliver value to; how we will conceive, create, and deliver that value; where and how we will connect with those customers; what we will promise and deliver to them; and how we will ultimately capitalize on doing this.

			Such is the power of a structural business model framework.

			Consequently, when thinking about our business model structurally, we can dissect it into precisely such a framework to understand its structural elements and how they each function together to achieve our intended outcomes and results.

			Understanding the interchangeability of the parts and ensuring the congruity of the whole

			Given this structural framework, a key point to be made here – and an important takeaway for the would-be Business Model Designer – is that business models are structurally modular – meaning that variants of its PODs inside their respective DOPs are, for the most part, interchangeable with each other.

			Interchangeability of the parts

			As a result of a business model’s structural modularity, we can take out one variant of a POD and substitute for it a different variant of that same POD to come up with a slightly different business model.

			Likewise, if one substitutes enough of these POD variants, they will end up with a very different business model (structurally).

			In this sense, we can see that a business model is structurally not unlike a clothing wardrobe… you have any number of shirts, pants, shoes, belts, ties, sweaters, and scarves that you can mix and match to yield an incredibly high number of outfit combinations. Some of them will be formal, others will be casual, others athletic, and on and on the combinations will go. So, structurally, in a business model, we can quite readily remove any POD variant and substitute for it some other POD variant to create a nearly infinite number of business model combinations, each presenting a specific flavor of business designed to achieve a specific type of objective and outcome. Such is the interchangeability of its parts.

			Congruity of the whole

			There is an important caveat, however. Despite our ability to very easily mix and match different structural elements (PODs) of our business model, in the end, the final business model has to be internally congruent.

			This means that each of its parts (PODs) must make sense in the context of the other parts, and consequently be able to function coherently as a congruous business model.

			For example, it would not make sense to say that we were going to develop and launch an entirely new product category to create an entirely new market inside a geographic region that did not experience any real need for that category, and on whom, as a result, our brand promise would fall on deaf ears. That would not represent an internally coherent business model; its parts would not be congruous with one another. For most experienced Business Designers, their experience and common sense will tell them this.

			In contrast, if we were to say that we were going to develop and launch a new product that was an incremental extension of our current product lines, for our existing core markets and segments, using our established sales, marketing, distribution, and service channels, via an existing Innovation Group inside our current organization, using our existing brand messaging and language, and our existing value capture methods and assets, then certainly everything about that would be coherent and internally congruent. It would make full sense.

			There are of course many intermediate aspirations that fall somewhere between those two, for which more research has to be undertaken to justify them and ensure they are internally congruous. An example of this might be the intention to develop a new product platform to reach an adjacent market we’ve never previously operated in, with a new brand promise / message / experience, but that otherwise exists inside our present geographic markets, using new sales and marketing channels to reach that market, but otherwise using our existing organization / growth engine / value network / production and delivery assets / revenue-generation methods to do so. In this scenario, there are certain well-known and well-understood PODs, as well as certain new, less-well-known and less-well-understood PODs involved. This makes the risk level higher than in the fully well-known case, and consequently, more research has to be undertaken to ensure that the business model we will be using for this situation is in fact not only a congruous one, but an optimal one – one with the highest possible chances of success.

			Examples of novel business models using this interchangeability and congruity

			To further illustrate the interchangeability of the parts to yield a new congruent business model, it is helpful to explore certain business models in which the normal constructs of the prevailing business model of that industry and time were upset by removing certain of the standard PODs and substituting for them quite different PODs that weren’t commonly being used in those scenarios.

			To this end, the following is a series of examples of business models that – at the time of their entry into the market – were quite novel and unique for their time. By contrasting them – via the Future Lens BM Framework – with the prevailing business models of their industry at that time, we can see what was so unique and novel about them that set them apart from the other players in their industries at the time.

			To do this, we will encircle the areas of the Future Lens BM Framework where the business model was uniquely different from the prevailing business model of its industry at that time.

			Our first example is that of business models used for the On Demand / Sharing Economy, such as those associated with Uber, Airbnb, and ZipCar (see Figure 2.3). The following was the scenario here:

			
					Offering Space was new in that it involved a new technology platform for that industry (mobile app-based service with listings and a reservation system).

					Brand Delivery was new in that using a mobile app to access the On-Demand Service was an entirely new Customer Experience in that industry that delivered an entirely new brand message / brand promise , all of which was packaged and priced in a manner acceptable to the market.

					Target Market was not new. It was pulling from the same market that already existed for traditional taxi and hotel services.

					Value Creation was new in that it employed a radically new business ecosystem of private partners (the value network) from which it now created the core value.

					Value Capture was new in that it used a radically new approach to asset utilization. These companies owned none of the assets themselves; they were all held by private citizens; the businesses simply accessed them. Their approach to Revenue Generation was not novel, however; just as with traditional services, they charged for using the service.

					Customer Acquisition was somewhat new in that it used the free mobile app to access the service, deliver the service, and charge for the service. Thus, to the extent that a mobile app was now the Sales & Distribution channel, as opposed to a direct B2C interaction model, this was a part of the new business model. The balance of this Domain was not new.

			

			As can be seen from this example, delivering the On-Demand Economy business model represented a combination of new variants in five of the six domains. This made for a fairly radical departure from the prevailing business model of these industries, and therefore a substantially impactful new business model (as well as very lucrative businesses). Because this business model was so novel compared to the prevailing business model of these industries, it in some ways disrupted these industries.
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			Figure 2.3: The Future Lens BM Framework showing changed PODs for the On-Demand / Sharing Economy Business Model

			Our second example is that of the Software-As-A-Service, or SaaS, business model, such as those associated with Adobe, Salesforce.com, and Concur (the very first business to employ this business model) (see Figure 2.4). The following was the scenario here:

			
					Offering Space was not new. The core product technology being marketed and sold did not fundamentally change when the switch was made to the SaaS business model.

					Brand Delivery was new in that the customer experience associated with a more transparent and seamless automated update process and a monthly subscription arrangement was a very different – and in general much more palatable – experience than that of the previous annual upgrade model.

					Target Market was, in general, not new. When these businesses made the switch to the SaaS model, they were targeting the same customers as they had with their prior business model. The exception to this was the extent to which the new SaaS model allowed them to attract new customers that they would not have attracted otherwise with their older model – a coincidental benefit.

					Value Creation was new to the extent that the manner in which the product was delivered to customers was now new.

					Value Capture was new, in that the approach to revenue generation – monthly subscription versus the annual upgrade – was a radical departure from the prior model, and this did three things… it smoothed out the income model for the business, it made payment and upgrading more palatable for the customers, and it brought on select new customers as a result.

					Customer Acquisition was not new. Nothing fundamentally changed about the sales, distribution, marketing, and/or service channels these businesses were using, or about their geographic presence.

			

			As can be seen from this example, switching over to the SaaS business model involved a combination of new variants in three of the six domains. This switch represented not a radical departure, but rather a pivot of the prior business model, and therefore a more moderate level of evolution (but one that was very financially beneficial to these businesses). Because this business model has been readily accessible to all businesses in the software industry, it has tended to bolster the overall industry rather than disrupt any one piece of it.
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			Figure 2.4: The Future Lens BM Framework Showing Changed PODs for the Software-As-A-Service Business Model

			Our third example is that of the Cloud / Freemium  business model, like that used by Cloud Storage vendors Box, Dropbox, and Google Drive (see Figure 2.5). The following was the scenario here:

			
					Offering Space was new in that Cloud Storage solutions, when they were first introduced, represented an entirely new product category that did not previously exist. As such, this category disrupted the market for private on-site storage hardware and support services.

					Brand Delivery was new. Because Cloud Storage was sold, delivered, and used in a new and different way, it represented a radically new customer experience together with a completely new brand promise.

					Target Market was partially new in that Cloud Storage, first of all, targeted the same customers as were previously using private on-site storage, so the segment did not change, but it also allowed these businesses to go after and secure an entirely new set of customers who previously had no effective backup solution, and thus a far broader overall market.

					Value Creation was new in that the method of production was completely new relative to on-site storage, and the approach to delivery was likewise completely new, as it depended on connectivity and cloud infrastructure, which the prior solution did not.

					Value Capture was new in that it radically shifted the asset utilization model from customers owning hardware to now service providers holding the assets, and likewise, the revenue generation model was even newer in that it used a monthly subscription model – including the Freemium option to lure in beginner users – rather than a one-time hardware buy.

					Customer Acquisition was not new in the sense that Cloud Storage businesses largely used the same sales and marketing channels as hardware vendors. It was new, however, in that its distribution channel was completely different, as was its service channel, which likely saw much less usage than the prior business model’s service channel.

			

			As can be seen from this example, Cloud Storage – married with the Freemium business model – involved a combination of new variants in all six domains! This represented a radical departure from the business model associated with private on-site storage hardware – a situation that is not that uncommon whenever an entirely new product category is introduced, bringing with it a new market and disrupting an older one. Furthermore, the Freemium element of this business model – because it allowed these businesses to lure in many new users – represented a significant new variant of business model that produced a positive financial impact for the businesses.
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			Figure 2.5: The Future Lens BM Framework showing changed PODs for the Cloud / Freemium business model

			Now that we’ve seen these examples and better understand what’s involved in such a structural framework of the business model, spend some time thinking about your own (prospective) business model in this context. What might its constituent elements be and look like? You don’t have to necessarily answer those questions right now, as we’ll do more of that later on when we’re exploring the business model design process, but for now, just spend some time thinking about them in this context.

			Now that we understand the interchangeability of the different parts of our business model, and that each of those parts have to work together harmoniously to ensure we have a coherent business model that works effectively – just as we saw in the preceding examples – we can next think about different types of business models and what makes them work the way they do. To this end, we’ll explore the topic of standardized business model typologies, including how these typologies have been used throughout modern history to accomplish some very specific types of business outcomes. As we’ll see, there are scores of such typologies, some of which may provide inspiration for our own business model.

			Recognizing and applying standardized business model typologies

			In addition to understanding business models structurally – as has been presented thus far in this chapter – the Business Model Designer must also be aware that there have been, and continue to be, good efforts put into characterizing standardized business model typologies as they are applied to certain business scenarios – some existing and some new.

			These efforts are especially insightful whenever a new business model arrives on the scene that the world has never seen before, and which a new entrant is using to either create a new market or else disrupt an existing market – or possibly both.

			For the most part, most of the business model typologies in use today have been with us for some time now, having evolved out of the emerging needs of the Industrial Revolution and the evolving consumer patterns of the 20th century. Consequently, most business models in use today are anywhere from 40 to 100+ years old. That being said, every once in a while, an entirely new business model typology is conceived and born, and successfully comes to market (but not surprisingly, certain other attempted typologies have ended up being stillborn and unsuccessful in the marketplace, and as a result have largely faded into history now).

			The historical evidence would also seem to suggest that new business model typologies arise in clusters and waves, owing to the interactions of different trends in the world. Thus, at any given time, a new wave of three, four, or five new business model typologies might appear on the scene all at the same time, with an intervening lull of many years (or even decades) before such a wave occurs again. Indeed, the three business model typologies profiled previously in this chapter all arrived on the scene at around the same time, in the mid to late 2000s (2004 – 2011 to be exact).

			Some common examples of these standardized business models include – but are certainly not limited to – the following:

			
					Barter

					Cross-selling

					Franchising

					Freemium

					Licensing

					Lock-In

					Long Tail

					Mass Customization

					Open Source

					Razor and Blade

					Subscription

					Trash-to-Cash

					White Label.

			

			Given the existing resources and literature documenting these standardized business model typologies, it is not necessary to repeat them here. Instead, we refer you to two resources that can, and may, prove helpful in this context.

			The first such resource is the 2014 book The Business Model Navigator by Oliver Gassmann, Karolin Frankenberger, and Michaela Csik. This book briefly explores how to navigate your business model in the context of a changing environment, and thereafter presents characterized profiles of 55 different standardized business model typologies. The book’s authors made the claim that – at the time – these 55 different business models were responsible for 90% of the world’s most successful companies. Consequently, studying these typologies can help one appreciate how they each work, including what is unique and special about the structure and operation of each one, and why that is so important to them.

			The second such resource is the website Business Model Ideas (www.businessmodelideas.com) operated by updoon GmbH in Germany (the author has no affiliation with this platform nor the business that operates it). This site, which is researched by academic professionals and entrepreneurs, seeks to scout out and analyze the business models of successful companies and start-ups from all over the world. The site purports to publish the details of a new business model every week into its database of 200+ business models. Here are some examples of companies whose business models have been profiled here:

			
					Alphabet

					Airbnb

					Amazon

					Aldi

					Patagonia

					monday.com

					Tupperware

					SpaceX

					Peloton

					Glassdoor

					Forbes

					Sonos

					Nike

					Dollar Shave Club

					TED

					Pinterest

					Spotify

					Only Fans

					On Running.

			

			This site also contains a very useful section called Business Model Patterns – Proven Strategies To Design Successful Business Models. The business model patterns it presents are collections of themes, structures, mechanics, and strategies used to delineate the different business model building blocks. We can use these for inspiration, and as blueprints, whenever we are designing our own business models. We would do this by examining the design theme and then asking ourselves what it might mean for our business. Each design theme includes a short explanation, some key questions we can ask ourselves about it, and links to analyses on the site illustrating that particular design theme in use.

			Using this site can potentially expose the Business Model Designer to new business models as they emerge on the scene, further enlightening them on what is working in the context of current trends and their drivers, and why so. The Designer can then use these new insights – as appropriate – when building out their own business model, should there be structural elements involved that are relevant and pertinent to their particular situation. (Note, again, that we’ll be exploring the actual Business Model Design process later on, in Chapter 5 of this book.)

			This site and its database – formerly known as Business Model Gallery – were originally conceived and curated by Marc Sniukas and Georg Stampfl. Dr Sniukas is the co-author, together with Parker Lee and Matt Morasky, of the book The Art of Opportunity: How to Build Growth and Ventures Through Strategic Innovation and Visual Thinking (Wiley, 2016). Dr. Sniukas is also the author of the book Business Model Innovation as a Dynamic Capability: Micro-Foundations and Case Studies (Springer Nature, 2020).
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