e e

+]lockwood

ACCOUNTANTS

B+| Lockwood Accountants Pty Ltd

PO Box 1077 Hawthorn VIC 3122
443 Auburn Road Hawthorn VIC 3122
PHONE 03 9804 3657

FAX 03 9822 0788

EMAIL info@bila.com.au

WEB www.bila.com.au

ABN 62 931 981 703 ACN 136 672 412

DEVELOPING

YOUR

BUSINESS MODEL

Ian Harris
1 June 2010

Chartered
Accountants Liability Limited by a scheme approved under Professional Standards Legislation




anpea sainded pue

‘SIQAI[IP ‘S9TBIID UOIBZIUEBSIO
ue MO0Y JO d[euonel 9y
SOQLIISIP [opOU S$SAUISNG Y

[PPOIA ssauisngjad




$904n0sal BujuIenSuUOd BY3 S IBYM T
U] eam Y3 Sl 3eUm °T

NOLLV3IAISNOD ¥Od SHILLYW/SNOLLSIND/SINSSI

$SanUDAS] 03 23nqUIU0D WEea3S |yoes Sa0p Yonw MOH 9

¢Aed 03 1aj81d ASY) pINOM MOH'S

¢ButAed Apuasnd Aoyl aJe MOH'E

¢Aed Apusiand Asyy op Jeym 104z

¢Aed 03 Bulim AjjRas S19WI0ISND 4NO BJe dN|BA JBYM 404 T
SWIedL}S DNUIAJY

£AAISUDAXD ISOW DY) aJe SINIAIIR AN YIIYM'E

$BAISUSAXD JSOW Ble SIVIN0SDI A UIIYM'Z

£|2POLL SSDUISNG JNO Ul JUDLIBYUY SIS0 Juepodiu) 3SOW Y3 348 JeUM *T
2INPNAS 350D

QUVMYOL ONIAOK SYIAX

£UBIDIY-3S0D

JSOW 4B SBUD WIYM ‘b

£3594 HJOM S3U0 LPIYM'E

¢Mou wiayy buiyoess am aie MOH'Z
é{payoeal g 03 Juem syudwbas
ano op sjpuueYd Yaym ybnoaylt 1

$J9119q Spasu JawoIsnd
Ano dnotbas am pinod ‘v

$Spasu
J2W03SNI INO MOUY BM 0Q’E

ésJawolsn)
juepodu 3SOW N0 3Je OYM T

ianjea
Buneald SM a1e WOYM 104 T

sjpuueyd

cwayl yIim uiejuiew

pue ysijqe3sa 03 sn padxa
sjuawbas sawo3snd uno JO yoea
sa0p diysuonejas Jo adAy Jeym 1

GUVMUO4 ONIAOW SV3al1

¢Juswbas Jowoisnd
yoes 03 buiiayo am aie sadInILS
pue spnpoud Jo S3)pung JBYM'y

¢buihysnes
oM olk SpadU JBWOolsSN) YIYM'€

é9A0s 03 buidjay om ase stajqosd
J2W03SNI JNO JO BUO YJIYM'T

$4owoisnd ay)
03 J2AI[2P @M Op dNjeA JeUM ‘T

$SWRDIIS ANUIAIY

¢sdiysuoneal 1BWOISN)'E
ésjauueyd uolnquasip Nz
¢aanbag suoysodoad

aN|eA N0 Op S3IINOSAI A3 JeYM T

$951n0Ssay
Aoy

£SWedIS INUIARY Y
¢sdiysuoneja. Jawoisny'e
¢SIRUURLD UOANQUISIP INO°Z

éa4inbau suopisodoad anjea
ANO Op SaIADe A3 12UM T

QUVMUOd ONIAOKW Svaal

swopad sisuped
Op SaRIARDR AX WPIYM b

éStauped wol bupnboe
BM aJe $324N0S34 A YIIYM'E

ésdoiiddns Aay Jno aJe oym'z

¢sdaupied A3 Jno ale oym ‘1T

suawbos sdiysuoneRy uonisodoid
Jawoysn) Jawosn) anjep SONIAIPY Ad) siaupied A9y
0T0Z°'S°62 ?3eq SEAUR) |9pPON Ssauisng 2yl suonsand :ua3ip




£924n0s3J BupuleIISUOD 3Y3 S JeYM 7

Sfull Heam 3y3 si Jeym 1

NOILVHIAISNOD HOJ SHILLYW/SNOILSIND/SINSSI

Sweal}s oNUvAIY

24nnas 3s0)

AYVYMUOd DNIAOKW SYIAI

QYVMYU04 ONIAOKW svaax

QYVMUO0d DNIAOKW SV3dal

S85in0say
sjpuuey) Ad)
sjuowibas sdiysuoney ‘uonisodoid
JaWwoIsn) Jpwoisn) anjep SBNIAIPY Ad) sidupied Ad)
010Z°S°6T :@3eq SeAuR) |9pOo|W ssduisng aylL $uUdID




Business Model Assessment

In the previous section we learned how to describe a business model by going through each of its
building blocks. Once we have a clear description of our business model we can start assessing it. We
achieve this by asking a number of key questions that crystallizes a business model’s strengths,
weaknesses and highlights opportunities and threats. This analysis will give us the basis to reflect on
an improved business model, maybe even including some major innovations.

The following questions give us a good start to assess our business model. Feel free to add more,

which are specific to your unique context:

Key questions to assess our business model

Proposition

Customer e Do we know our customers and their needs good enough?
Segments e Are some customer groups likely to defect soon?
e Do we regroup different customer segments well enough
Value e Does our value proposition still cater well enough to our clients’ needs?

Do we know how our customers perceive our value proposition?
Are our competitors offering similar value propositions at similar or better prices?
How well are our customers served by other competitors?

Relationships

Revenue e How sustainable are our current revenue streams?
Streams e How diversified are our revenue streams?
e Are we dependant on too few revenue sources (e.g. from some big clients or one
single business)?
e How well do we price our value proposition?
Communication » Do we have a well thought-through communication and distribution channel design?
and Distribution e How well do we reach our clients?
Channels e Do we know how successful our channels are in terms of customer acquisition?
» How well are our different channels integrated?
* Do we know how cost efficient are our channels are?
e Do we use the right channels for the right clients (e.g. in terms of profitability)?
Customer * Do we have a customer relationship strategy?

How good are our relationships with our best customers?
Do we spend too much time and money in relationships with unprofitable clients?
How well are we doing in managing our customer relationships (e.g. follow-up, etc.)

Key Resources

Do we dispose of the right key resources in terms of quality and quantity?
Do we dispose off too many resources internally, leading to a lack of focus?

Key Activities

How efficient are we in performing our activities?
Do we perform too many activities ourselves, leading to a lack of focus?

Partner Network e Do we use partners enough?
e How well do we work with our existing partners and suppliers?
e How dependent are we on our existing partners and suppliers?
Cost Structure e s our cost structure appropriate (e.g. low cost business model = low cost structure)?

Do we clearly understand which parts of our business model have the highest costs?
How lean is our cost structure?




Business Model Innovation and Improvement

After having assessed and described one’s business model the challenge remains its renewal. The good
news is that we have already made the most important steps towards business model improvement and
innovation once we have drawn a clear picture of our current business model. We can now build on
the conclusions of our business model assessment, including strengths, weaknesses, opportunities and
threats.

Based on the above conclusions we should ask ourselves if and how we want to change each business
model building block to arrive at a better business model. At this stage it is very valuable to let your
imagination flow freely before narrowing down ideas to feasible projects.

To achieve business model improvement and innovation the business model team should ask itself the
following questions:

Key questions to improve and innovate our business model

Customer e Are there new customer segments we could serve?

Segments e Could we regroup/segment customers better according to their needs?

Value e Could we offer our different customer segments more tailored needs?

Proposition e Do our customers have other needs we could satisfy relatively easily by ourselves or
with partners?

e Could we complement our value proposition through agreements with partners (e.g.
joint value propositions)?

Revenue e Could we introduce new revenue streams (e.g. lending/renting instead of selling)?

Streams e Could we do more cross-selling (e.g. offer our customers other products of our
company or of partner companies)

Communication e Could we increase our customer base by better using our channels?

gi g:;:ibmim e How can we better use expensive channels for highly profitable clients and cost

efficient channels for unprofitable clients?
e Can we better integrate our channels (e.g. better link websites with physical outlets)?

e Could we introduce new communication and distribution channels to reach our
customers (e.g. partner distribution agreements)?

Customer e What level of personalization do each of our customer relationships require (e.g.
Relationships dedicated relationship manager or automated self-service)?

e How can we spend less time and resources on unprofitable clients?
e Should we introduce frequent buyer programs?

Key Resources e Are there some key resources we could get rid of or substitute?
e Are there some key resources that could be better supplied by partners and cheaper?

Key Activities e Are there activities we would better outsource to partners?
e Are our activities adapted perfectly to our value proposition?
e How could we streamline activities?

Partner Network e Which partners could help us complement our value proposition?
e Which suppliers could help us streamline our business model?

Cost Structure e Are there ways we could reduce our cost structure (€.g. partnering, outsourcing, new
suppliers, etc.)




BUSINESS MODEL RESOURCES ON WEB

1. www.businessmodelgeneration.com This has the explanatory

notes for driving the ‘business model canvas’

2. http://bmdesigner.com/ This is a site for designing business model
and seeing what models others have designed.

3.httg:[[businessmodelsinc.wordgress.com[2009[10[03[business-
model-presentation-in-7-minutes/ A short video with Alex

Osterwalder describing the business model canvas.

4. http://www.alexosterwalder.com/ More info about business
models

5. www.businessmodelaichemist.com more stuff about business
models including social enterprises

6. Follow on Twitter @business_design

7. www.shoesofprey.com
8. www.pantybypost.com

9. www.tasmanretail.com.au




