
Business Model Canvas
P r o f.  E l i s i e r  F a n t i l l o



A business model is the logic of how 
a company intends to make money.
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… the different groups of people 
or organizations an enterprise 
aims to reach and serve

… describes the bundle 
of products and services 

that create value for a 
specific customer

… how a company communicates 
with and reaches its customer to 

deliver a value proposition

… describes the type of 
relationship a company establishes 

with a specific customer  

… represents the cash a 
company generates from 

each customer

… describes the most 
important assets required to 
make a business model work

… describes the most important 
thing a company must do to make 

its business model work

… describes the network of 
suppliers and partners that 

make the business model work. … describes all costs incurred 
to operate a business model



LEFT BRAIN
LOGIC
EFFICIENCY
“FINANCE “

RIGHT BRAIN
EMOTION

VALUE
“MARKETING”



Mass Markets do not distinguish 
between customer segments.



Niche Market cater to specific, 
specialized customer segment.



Market Segment with slightly 
different needs and problems.



DIVERSIFIED. An organization with a diversified customer 
business model serves two unrelated Customer Segments 
with very different needs and problems.



Multi-sided platforms. Some organizations serve 
two or more interdependent Customer Segments. 
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NEWNESS

This is when a value proposition satisfy an entirely new set 
of needs that customers previously didn’t perceive because 
there was no similar offering. 

Ethical products? Sustainable products?



PERFORMANCE 

Improving product or service performance has traditionally 
been a common way to create value.

In your opinion, how does this value proposition played in 
the  PC Industry? 



CUSTOMIZATION

Tailoring products and services to the specific needs of 
individual customers or Customer Segments creates value.

In recent years, the concepts of mass customization and 
customer co-creation have gained importance. 



GETTING THE JOB DONE

Value can be created simply by helping a customer get 
certain jobs done. 

Rolls-Royce understands this very well: its airlines customers 
rely entirely on Rolls-Royce to manufacture and service jet 
engines. This arrangement allows customers to focus on 
running their airlines. In return, the airlines pay Rolls-Royce 
a fee for every hour an engine runs. 



DESIGN

A product may stand out because of superior design. 

In the fashion and consumer electronics, design can be a 
particularly important part of Value Proposition. 



COST REDUCTION

Helping customers reduce costs is an important way to 
create value. 

This relieves the buyers from the expense and trouble of 
having to buy, install and manage it themselves. 



RISK REDUCTION

Customers value reducing the risks they incur when 
purchasing products or services, e.g. 1-year service 
guarantee. 

A service level guarantee partially reduces the risk 
undertaken by a purchaser of an outsourced IT services. 



ACCESSIBILITY 

Making products and services available to customers who 
previously lacked accessed  to them is another way to 
create value.

Time share? Mutual funds? 



CONVENIENCE/ USABILITY 

Making things more convenient or easier to use can create 
substantial value. 

iPod and iTunes
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Channels are the conduit to satisfy how 
customers want to be reached in bringing 
the company’s value proposition.
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How do we 
raise 

awareness
about us?

How can we 
help 

customer 
evaluate our 

value?

How do we 
allow 

customer 
purchase
from us?

How do we 
deliver our 

value 
proposition?

How do we 
provide 

post-
purchase 
support?
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What type of relationship does each of 
our Customer Segments expect us to 
establish and maintain with them?



PERSONAL ASSISTANCE

This relationship is based on human interaction. The 
customer can communicate with a real customer 
representative to get help during the sales process or 
after the purchase is complete.

This may happen on-site at the point of sale, through call 
centers, by e-mail or through other means. 



DEDICATED PERSONAL ASSISTANCE

This relationship is based on dedicating a customer 
representative specifically to the client. It represents the 

deepest and most intimate type of relationship and 
normally develops over a long period of time.

In private banking services, for example, dedicated 
bankers serve high net worth individuals. 



SELF-SERVICE

In this type of relationship, a company maintains no 
direct relationship with customers. It provides all the 
necessary means for customers to help themselves. 



AUTOMATED SERVICES 

This type of relationship mixes a more sophisticated form 
of customer self-service with automated processes.

Automated services can recognize customers and their 
characteristics and offer information related to orders or 
transactions (e.g. Amazon.com) 



COMMUNITIES

Increasingly, companies are utilizing user communities to become 
more involved with customers and to facilitate connections 
between community members. 

Many companies maintain online communities that allow users to 
exchange knowledge and solve each other’s problems. 
Communities can help companies better understand their 
customers (e.g. GlaxoSmithKline on weight loss drugs) 



CO-CREATION

More companies are going beyond the traditional customer-
vendor relationship to co-create value with customers. 

Amazon.com invites customers to write reviews and thus create 
value for other book lovers.

Youtube.com solicit customers to create content for public 
consumption. 
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Revenue Stream represents the cash a company 
generates from each Segment.



There are two different types of Revenue Stream

1. Transaction Revenues resulting from one-
time customer payments.

2. Recurring Revenues resulting from ongoing 
payments to either deliver a Value 
Proposition to customers or provide post-
purchase customer support.



ASSET SALE

The most widely understood Revenue 
Stream derives from selling ownership 
rights to a physical product.



USAGE FEE

This Revenue Stream is generated by the 
use of a particular service. The more the 
service is used, the more the customer 
pays (e.g. Hotel charges customers for 
the number of nights room/s are used.) 



SUBSCRIPTION FEES

This Revenue Stream is generated by 
selling continuous access to a service. 
(e.g. Fitness First) 



LENDING/ RENTING/ LEASING

This Revenue Stream is created by 
temporarily granting someone the 
exclusive right to use a particular asset 
for a fixed period in return for a fee. (e.g. 
Zipcar.com)



LICENSING

This Revenue Stream is generated by 
giving customers permission to use 
protected intellectual property in 
exchange for licensing fees. 



BROKERAGE FEES

This Revenue Stream derives from 
intermediation services performed on 
behalf of two or more parties. (e.g. 
Brokers and real estate agents earn a 
commission each time they successfully 
match a buyer and seller.)



ADVERTISING

This Revenue Stream results from fees 
for advertising a particular product, 
service or brand. 
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KEY RESOURCES

This describes the most important assets 

required to make a business model work. 



Every business model requires Key Resources. These resources allow an enterprise to create and offer a 
Value Proposition, reach markets, maintain relationships with Customer Segments and earn revenues. Key 
Resources differ depending on the type of business model. A microchip manufacturer requires capital-
intensive production facilities, whereas a microchip designer focuses more on human resources. 



PHYSICAL 

This category includes physical assets such as 
manufacturing facilities, buildings, vehicles, machines 
systems, POS and distribution networks.

Wal-Mart has enormous global network of stores and 
logistical infrastructure. Amazon.com has an extensive IT, 
warehouse and logistics infrastructure. 



INTELLECTUAL

Intellectual resources such as brands, proprietary knowledge, patents and 
copyrights, partnerships and customer databases are increasingly important 
components of a strong business model. Intellectual resources are difficult to 
develop but when successfully created may offer substantial value. 

Consumer companies like Nike and Sony rely heavily on brand as a Key 
Resource. Qualcomm, a designer and supplier of chipsets for broadband mobile  
devices, built its business model around patented microchip design that earn 
the company substantial licensing fees.  



HUMAN

Human resources are crucial in knowledge-intensive and creative 
industries. 

Novartis relies heavily on human resources: its business model is 
predicated on an army of experienced scientists and a large and 
skilled sales force. 



FINANCIAL

Some business models call for financial resources and/or financial guarantees, such as cash, lines of credit or a stock option 
pool for hiring key employees. Ericsson may opt to borrow funds from banks and capital markets, then use a portion of the 
proceeds to provide vendor financing to equipment customers, thus ensuring that orders are placed with them rather than 
the competitors. 
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KEY ACTIVITIES

These are the most important actions a company must take to operate 
successfully. These are required to create and offer a Value Proposition, 
reach markets, maintain customers and earn revenues.

For Microsoft, this is, but not limited to software development. For Dell, 
this is supply chain management. For McKinsey, problem solving. 



PRODUCTION

These activities relate to designing, making and delivering a 
product in substantial quantities and superior quality. Production 
activity dominates business models of manufacturing firms. 



PROBLEM SOLVING

This type relate to coming up with new solutions to customer 
problems. 

The operations  of consultancies, hospitals and other service 
organization are dominated by problem solving activities. 

These call for knowledge  management and continuous training. 



PLATFORM/ NETWORK

Networks and matchmaking platforms, software and even 
brands can function as a platform. 

Visa business model requires activities related to its credit 
card transaction platform for merchants, customers and 
banks.

Key Activities in this category relate to platform 
management, service provisioning and platform promotion. 



KEY
PARTNERS

VALUE 
PROPOSITION

CUSTOMERS

COST STRUCTURE REVENUE STREAMS

KEY  ACTIVITIES

KEY RESOURCES

CUSTOMER 
RELATIONSHIP

CHANNELS



Companies forge partnerships for many reasons, and partnerships are 
becoming a cornerstone of many business models. Companies create 
alliances to optimize their business models, reduce risk or acquire 
resources.

We can distinguish between four different types of partnerships.
1. Strategic alliances between non-competitors
2. Coopetition: strategic partnerships between competitors
3. Joint ventures to develop new businesses
4. Buyer-supplier relationships to assure reliable supplies. 



1st Motivation 

OPTIMIZATION AND ECONOMY SCALE

The most basic form of partnership or buyer-supplier relationship is 
designed to optimize the allocation of resources and activities. It is illogical 
for a company to own all resources or perform every activity by itself. 
Optimization and economy of scale partnerships are usually formed to 
reduce costs and often involve outsourcing or sharing infrastructure. 



2nd Motivation 

REDUCTION OF RISK AND UNCERTAINTY

Partnerships can help reduce risk in a competitive environment 
characterized by uncertainty. It is not unusual for competitors to form a 
strategic alliance in one area while competing in another. Blu-ray, for 
example, is an optical disc format jointly developed by a group of the 
world’s leading consumer electronics, personal computer and media 
manufacturers. The group cooperated to bring Blu-ray technology to 
market, yet individual members compete in selling their own Blu-ray 
products.  



3rd Motivation 

ACQUISITION OF PARTICULAR RESOURCES AND ACTIVITIES

Few companies own all resources or perform all the activities described by 
their business. Rather, they extend their own capability by relying on other 
firms to furnish particular resources or perform certain activities. Such 
partnerships can be motivated by needs to acquire knowledge, licenses or 
access to customers. A mobile phone manufacturer, for example, may 
license an operating system for its handsets rather than developing one in-
house. An insurer may choose to rely on independent brokers to sell its 
policies rather than develop its own sales force.  
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Creating and delivering value, maintaining 
Customer Relationships, and generating revenue 
all incur costs. Such costs can be calculated 
relatively easily after defining Key Resources, Key 
Activities and Key Partnerships. Some business, 
though, are more cost-driven than others. So 
called ‘no-frills’ airlines, for instance, have business 
models entirely around low cost structures.



VALUE DRIVEN COST-DRIVEN

THE TWO COST STRUCTURES



Some companies are LESS concerned with the cost 
implications of a particular business model design, 

and instead focus on value creation. Premium Value 
Propositions and a high degree of personalized 

service usually characterize value-driven business 
models. Luxury hotels, with their lavish facilities and 

exclusive services, fall into this category.



Cost-driven business models focus on minimizing costs 
wherever possible. This approach aims at creating and 
maintaining the leanest possible Cost Structure, using 

low price Value Propositions, maximum automation, and 
extensive outsourcing. No frills airlines, such as 

Southwest and Cebu Pacific for us, easyJet, and Ryanair
typify cost-driven business models. 



FIXED COST

Costs that remain the same despite 
the volume of goods and services 

produced. Manufacturing 
companies are characterized by high 

proportion of fixed costs.

VARIABLE COST

Costs that vary proportionally with 
the volume of goods or services 

produced. Music festivals are 
characterized by a high proportion 

of variable costs.

ECONOMIES OF SCALE

Cost advantages that a business 
enjoys as its output expands. Larger 

companies, for instance, benefit 
from lower bulk purchase rates. This 

and other factors cause average 
cost/ unit to fall as output rises. 

ECONOMIES OF SCOPE

Cost advantages that a business 
enjoys due to a larger scope of 

operations. In a large enterprise, for 
example, the same marketing 

activities or Distribution Channels 
may support multiple products. 

COST STRUCTURE 
CHARACTERISTICS



“Profit is a 
reward for the 
appreciation 
given by the 
customer…”

- MATSUSHITA KONOSUKE
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How will it look like for Telecom operator offering free handsets? 

How about for Skype?


