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BUSINESS MODEL
GENERATION

Business model generation is how a company creates, delivers and captures value
in the market. A business model is important to help your business navigate their
market, understand customers and define your value proposition.

The most commonly used method used in developing business models are the
Business Model Canvas developed by Alexander Osterwalder and Yves Pigneur.
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The business model has nine key components: GROUPE AFD

. Customer segments: Who are your target customers? .

. Value proposition: What value are you offering to solve customer problems or fulfil their needs?

. Channels: How are you delivering your value proposition to customers (e. g distribution, marketmg)"

. Customer relationships: How do you interact with your customers (e.g., personal assistance, aultomated' services)?

. Revenue streams How does your business earn money (e.g., sales, subscrlptlons licensing)?

. Key resources: What assets are crucial for delivering your value proposition (e.g., intellectual property, human resources)?
Key activities: What key activities must be done to ensure the business operates (e g., productlon problem- solvmg)?

. Key partnerships: Who are your key partners or suppliers that help you achieve your business goals?
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. Cost structure: What are the major costs involved in running your business (e.g., fixed costs, variable costs)?

To design a business model, using the business model There are many |nterest|ng busmess models you can Iearn

canvas the following steps can also be considered: : from in the process of desighing your own:

« Ideation: How to bramstorm and |dent|fy potential i Subscription model: E.g., Netflix, where customers pay
business ideas. regularly for access to a service.

« Validation: How to test assumptions and validatethe ~ « Freemium model: E.g., LinkedIn, offering basic services -
business model with real customers. for free with the option for paid upgrades. -

= Prototyping: Developing prototypes of business ideas * Marketplace model: E.g., Airbnb, where the platform
to refine the model. O P 2 connects buyers and sellers (hosts and guests).

. Pivofing: When énd_ how to adjust the business model  Product/service as a service model: E.g., car-sharing
based on feedback. . ; . services like Zipcar.

The ongoing digital transformation has significantly altered how businesses create value, interact with
customers and streamline operations. Key technologies like Artificial Intelligence (Al), the Internet of Things
(loT), and Blockchain are driving innovation in business models across industries.

Sustainability has also become a central theme in business model innovation, as businesses and consumers
increasingly prioritise environmental and social responsibility. This trend is not just about adopting eco-
friendly practices, but also about creating innovative business models that address environmental challenges
and promote long-term sustainability. This includes models such as circular economy, social impact models,
sustainable supply chains, green innovation and renewable energy (power purchase agreements, community

solar projects and carbon credit and offset models etc.).
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Why it is important to have a clear understanding of your business model:

. Guides decision-making: A clear business model helps
align decisions with the company’s long-term objectives,
‘ensuring resources are prioritised effectively.

. Clarifies value proposition: It ensures you understand
what problems you're solving for customers and how your
product differentiates itself in the market. :

. Ildentifies key revenue streams: Understanding your

model helps define sustainable revenue sources, focusmg :

efforts on the most profitable areas.

7. Drives innovation and adaptation: It provides a

framework for adapting to market shifts, testlng new ideas
and maintaining business coherence.

. Supports long-term growth: With a clear model,

scaling operations and expanding into new marketsis
more manageable without compromising quality.

. Fosters alignnient across the team: A well-understood -

business model ensures all team members are aligned
with company goals, boosting productivity.

4. Attracts investors and stakeholders A well-defined
business model provides confidence to investors about
your ability to generate revenue and scale.

10.Builds competitive advantage: It helps identify
: strengths, opportunities and differentiation, providing a
competitive edge in the market.

5. Improves operational efficiency: It enables
streamlined operations and better resource management
by focusing on high-impact activities. ;

11. Minimises risk and uncertainty: Defining your model
helps reduce the risks of str_ategic misalignment and
prepares you for potential challenges.

12.Tracks business performance: A clear business model
offers benchmarks for tracklng progress and adjustlng
strategles as necessary.

6. Enhances customer understanding: A clear model
aligns your strategies with customer expectations,
improving satisfaction and loyalty.

Challenges in business model generation

Challenges can arise from various factors such as intense market competition, limited resources, changing
customer behaviour and technological disruption. These challenges can make it difficult for businesses to
maintain relevance and profitability. However, businesses can overcome these obstacles by focusing on
continuous innovation to stay ahead of industry trends, leveraging customer feedback to refine their offerings
and better meet consumer needs, and forming strategic partnerships to access new resources, technologies,
or markets. By adapting quickly and aligning their business models with evolving customer expectations and

- external changes, companies can remain competitive and resilient in the face of these challenges.

Conclusion : e : : _ : .

In summary, a clear understanding of your business model
provides a strategic compass for managing growth. It
ensures that decisions made at every level are consistent
with the broader vision of the company, fostering a

strong foundation for long-term success. It enables
efficient scaling, customer retention, financial health,
adaptability and resource optimisation—all of which are
crucial for sustained growth.




