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FIGURE 2.1 THE EIGHT KEY ELEMENTS OF A BUSINESS MODEL
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value proposition ;10,55 ®

revenue model s.l,s Joo

BUSINESS

market opportunity ;L cus s @
competitive environment _u, Lo ®
competitive advantage o, o e
market strategy ,I;L 5!l ®
organizational development sl ;Lo axwgs
management team o ;00 09,5

A business model has eight key elements. Each element must be addressed if you hope to be successful.
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TABLE 5.1 EXAMPLES OF SUBSCRIPTION SERVICES

NAME

DESCRIPTION

eHarmony.co.uk (dating)

Ancestry.co.uk (genealogical research)

Kindle Unlimited UK

Spotify (music)

—

e Free: Create profile and view profiles of matches

e Basic (see photos, send and receive messages): £18.95 a
month for 6 months; £9.95 a month for 1 year

e Total Connect (Basic plus additional services): £19.95 a
month for 6 months; £12.95 a month for 1 year

e Essentials (key UK census records only): £10.99 for 1 month;
£54.99 for 6 months

e Premium (all UK and Ireland records); £13.99 for 1 month;
£69.99 for 6 months

o Worldwide (UK, Ireland and all international records):
£19.99 for 1 month; £99.99 for 6 months

o Unlimited books for £7.99/month (over 1 million books from
which to choose)

e Many different permutations, depending on device (mobile,
tablet, or desktop) and plan chosen (Free, Unlimited, or
Premium)
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TABLE 5.2 FIVE PRIMARY REVENUE MODELS |
REVENUE MODEL EXAMPLES REVENUE SOURCE |
Advertising Yahoo Fees from advertisers in b

Facebook exchange for advertisements
Subscription eHarmony Fees from subscribers in
The Economist exchange for access to content
Netflix Or services
Transaction Fee eBay Fees (commissions) for enabling
E*Trade or executing a transaction
Sales Amazon Sales of goods, information, or
As0s services
Birchbox
iTunes
Affiliate MyPoints Fees for business referrals

—ﬁ
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MARKETSPACE AND MARKET OPPORTUNITY IN THE U.S.
SOFTWARE TRAINING MARKET

Small Business
$19 Billion

Instructor-Led
Training
$49 Billion

Fortune 500
$30 Billion

Marketspaces are composed of many market segments. Your realistic market opportunity will typically focus

on one or a few market segments.

Small Business
$6 Billion

S
Online
Training
$21 Billion
—__Fortune 500
$15 Billion
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m KEY ELEMENTS OF A BUSINESS MODEL

COMPONENTS KEY QUESTIONS

Value proposition Why should the customer buy from you?

Revenue model How will you earn money?

Market opportunity What marketspace do you intend to serve, and what is its size?

Competitive environment Who else occupies your intended marketspace?

Competitive advantage What special advantages does your firm bring to the marketspace?

Market strateqgy How do you plan to promote your products or services to attract

your target audience?

Organizational What types of organizational structures within the firm are
development necessary to carry out the business plan?

Management team What kinds of experiences and background are important for the

company's leaders to have?
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TABLE 2.4 KEY ELEMENTS OF AN ELEVATOR PITCH

Industry size/market
opportunity

Revenue model/numbers/
growth metrics

Funding

Exit strategy

ELEMENT DESCRIPTION

Introduction Your name and position; your company's name, and a tagline in
which you compare what your company does to a well-known
company. Example: “My name is X, | am the founder of Y, and we
are the Uber/Amazon of Z."

Background The origin of your idea and the problem you are trying to solve.

Brief facts about the (hopefully very large) size of the market.

Insight into your company's revenue model and results thus far,
how fast it is growing, and early adopters, if there are any.

The amount of funds you are seeking and what it will help you
achieve.

How your investors will achieve a return on their investment.

—
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TABLE 5.5 E-COMMERCE ENABLERS

INFRASTRUCTURE PLAYERS

Hardware: \Web Servers HP e Dell ® Lenovo
Software: Web Server Software  Microsoft ® IBM e Red Hat Linux (Apache) ® Oracle

Cloud Providers  Amazon Web Services ® Microsoft Azure ¢ IBM Cloud * Google Cloud
Platform

Hosting Services  Liquid Web e Weblntellects ® 1&1 ® HostGator ® Hostway
Domain Name Registration GoDaddy ® Network Solutions ® Dotster
Content Delivery Networks  Akamai ® Limelight Networks ® Amazon CloudFront
Site Design  Weebly ® Wix e Squarespace ® Jimdo

Small/Medium Enterprise E-commerce  Shopify ® BigCommerce ® YoKart
Platforms

Enterprise E-commerce Platforms Magento ® IBM ¢ Oracle ® Salesforce ® SAP e Intershop

M-commerce Hardware Platforms Apple ® Samsung ® LG

M-commerce Software Platforms  Mobify ® PredictSpring ® Usablenet ® GPShopper
Streaming, Rich Media, Online Video Adobe * Apple ® Webcollage

Security and Encryption  VeriSign ® Check Point ® GeoTrust ® Entrust Datacard ® Thawte e Intel
Security

Payment Systems  PayPal ¢ Authorize.net ® Chase Paymentech ¢ Cybersource
Web Performance Management Compuware ® SmartBear ® Dynatrace

Comparison Engine Feeds/Marketplace  ChannelAdvisor ® CommerceHub ¢ CPC Strategy
Management

Customer Relationship Management Oracle ® SAP e Salesforce ® Microsoft Dynamics
Order Management JDA Software ¢ Jagged Peak ® Monsoon
Fulfillment JDA Software ® Jagged Peak ® CommerceHub
Social Marketing  Buffer ® HootSuite ® SocialFlow
Search Engine Marketing  iProspect ® ChannelAdvisor ¢ Merkle
E-mail Marketing Constant Contact ® Cheetah Digital ® Bronto Software ® MailChimp

Affiliate Marketing  CJ Affiliate ® Rakuten LinkShare

Customer Reviews and Forums Bazaarvoice ® PowerReviews ® BizRate
Live Chat/Click-to-Call  LivePerson ® Bold360 ® Oracle

Web Analytics  Google Analytics ® Adobe Analytics ® IBM Digital Analytics ® Webtrends

S —=.
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R e O N I
BUSINESS REVENUE

MODEL VARIATIONS EXAMPLES DESCRIPTION MODELS u-ul-’ *
E-tailer Virtual Merchant Amazon Online version of retail store, where Sales of goods ACSH I
Blue Nile customers can shop at any hour of the day
Bluefly or night without leaving their home or P )Lo\ i
office
Bricks-and-Clicks ~ Walmart Online distribution channel for a Sales of goods 8‘“)"‘ *
Sears company that also has physical stores
Catalog L.L.Bean Online version of direct mail catalog Sales of goods
Merchant LillianVernon
Manufacturer- Dell Manufacturer uses online channel to Sales of goods

Direct Mattel sell direct to customer
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TABLE 5.7 B2B BUSINESS MODELS

BUSINESS
MODEL

EXAMPLES

DESCRIPTION

REVENUE
MODEL

(1) NET MARKETPLACE

E-distributor

E-procurement

Grainger
Amazon Business

Ariba Supplier

Single-firm online
version of retail and
wholesale store;
supply maintenance,
repair, operation
goods; indirect inputs

Single firm creating

Sales of goods

Fees for market-

Network digital markets where ~ making services,
Proactis sellers and buyers supply chain
transact for indirect management, and
inputs fulfillment services
Exchange Go2Paper Independently owned  Fees and
vertical digital commissions on
marketplace for transactions
direct inputs
Industry Consortium The Seam Industry-owned Fees and
SupplyOn vertical digital commissions on
market open to select  transactions
suppliers
(2) PRIVATE INDUSTRIAL NETWORK
Walmart Company-owned Cost absorbed by

Procter & Gamble

network that
coordinates supply
chains with a limited
set of partners

network owner and
recovered through
production and
distribution
efficiencies
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TABLE 2.8 EIGHT UNIGUE FEATURES OF E-COMMERCE TECHNOLOGY

SELECTED IMPACTS ON BUSINESS
FEATURE ENVIRONMENT

Ubiquity Alters industry structure by creating new marketing channels and
expanding size of overall market. Creates new efficiencies in
industry operations and lowers costs of firms’ sales operations.
Enables new differentiation strategies.

Global reach Changes industry structure by lowering barriers to entry, but greatly
expands market at the same time. Lowers cost of industry and firm
operations through production and sales efficiencies. Enables
competition on a global scale.

Universal standards Changes industry structure by lowering barriers to entry and
intensifying competition within an industry. Lowers costs of industry
and firm operations by lowering computing and communications
costs. Enables broad scope strategies.

Richness Alters industry structure by reducing strength of powerful
distribution channels. Changes industry and firm operations costs by
reducing reliance on sales forces. Enhances post-sales support
strategies.

Interactivity Alters industry structure by reducing threat of substitutes through
enhanced customization. Reduces industry and firm costs by
reducing reliance on sales forces. Enables differentiation strategies.

Personalization/ Alters industry structure by reducing threats of substitutes, raising

Customization barriers to entry. Reduces value chain costs in industry and firms by
lessening reliance on sales forces. Enables personalized marketing
strategies.

Information density Changes industry structure by weakening powerful sales channels,

shifting bargaining power to consumers. Reduces industry and firm
operations costs by lowering costs of obtaining, processing, and
distributing information about suppliers and consumers.

Social technologies Changes industry structure by shifting programming and editorial
decisions to consumers. Creates substitute entertainment products.
Energizes a large group of new suppliers.
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ERP Systems
lLegacy Systems

Customer Relationship
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INDIRECT SUPPLIERS (MRO)

Internet technology enables firms to create an enhanced value web in cooperation with their strategic alli-
ance and partner firms, customers, and direct and indirect suppliers.
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TABLE 2.9 BUSINESS STRATEGIES

STRATEGY DESCRIPTION EXAMPLE

Differentiation Making products and services Warby Parker (vintage-inspired
unique and different in order to prescription eyeglasses)
distinguish them from those of
competitors

Cost competition Offering products and services at Walmart

a lower cost than competitors

Scope Competing in all markets around Apple iDevices
the globe, rather than merely in
local, regional, or national markets

Focus/market niche Competing within a narrow mar- Bonobos (men’s clothing)
ket or product segment

Customer intimacy Developing strong ties with Amazon; Netflix
customers

—
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