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Introduction to business models
Watch the following video that explains what business models are (by Harvard Business Review)
(2:04 min):

The Explainer: What is a Business Model?The Explainer: What is a Business Model?

Everyday people could say that business model is a buzzword, and they wouldn’t be so wrong, as
a business model is a common excuse when a business doesn’t work or a company goes
bankrupt. However, the business model dates back to the earliest days of business; it merely
describes the way in which a company makes money. A business model can be simple or very
complex.

There are some very illustrative examples:

A restaurant’s business model is to make money by cooking and serving food to hungry
customers.
A website’s business model might not be so clear, as there are many ways in which these
types of companies can generate revenue - some make money (or at least try to) by providing
a free service and then selling advertising to other companies, while others might sell a
product or service directly to online customers.

Some definitions of business models:

The Business Model Canvas is a strategic management and entrepreneurial tool. It allows you
to describe, design, challenge, invent, and pivot your business model (Business Model
Generation, 2011).
A business model is an “abstract representation of an organisation, be it conceptual, textual,
and/or graphical, of all core interrelated architectural, co-operational, and financial
arrangements designed and developed by an organization presently and in the future, as well
as all core products and/or services the organization offers, or will offer, based on these
arrangements that are needed to achieve its strategic goals and objectives (Wikipedia, 2015).

https://www.youtube.com/watch?v=_C-vGu2mL38


Business model’s primary constructs or dimensions are a value proposition, value architecture,
value finance, and value network articulate of business models (Al-Debei and Avison 2008).
A business model describes the rationale of how an organization creates, delivers, and
captures value, in economic, social, cultural or other contexts. The process of business model
construction is part of a business strategy (Investopedia 2015)

Text from the handbook Teaching Entrepreneurship in Schools: An Experiential Approach (Nagy,
T. and Tacer, B. (2018). Teaching Entrepreneurship in Schools: An Experiential Approach.
Ljubljana: STEP Institute). The handbook was created as part of the Erasmus+ project CREATOR.



Business Model Canvas
The Business Model Canvas (BMC) was proposed by Alexander Osterwalder. It outlines nine
segments which form the building blocks for the business model in a one-page canvas.

Watch the below video, in which the BMC is shortly explained (2:19 min): 

Business Model Canvas ExplainedBusiness Model Canvas Explained

The BMC reflects systematically on your business model, so you can focus on your business
model segment by segment. The following list with questions will help you brainstorm and
compare several variations and ideas for your business idea.

 The nine building blocks of BMC:

1. VALUE PROPOSITION: What core value do you deliver to the customer? Which customer
needs are you satisfying?

2. CUSTOMER SEGMENTS: Which classes are you creating values for? Who is your most
important customer?

3. CHANNELS: Through which channels that your customers want to be reached? Which
channels work best? How much do they cost? How can they be integrated into your and your
customers’ routines?

4. CUSTOMER RELATIONSHIPS: What relationship that the target customer expects you to
establish? How can you integrate that into your business in terms of cost and format?

5. REVENUE STREAMS: For what value are your customers willing to pay? What and how do
they recently pay? How would they prefer to pay? How much does every revenue stream
contribute to the overall revenues?

6. KEY ACTIVITIES: What key activities does your value proposition require? What activities are
important the most in distribution channels, customer relationships, revenue stream?

https://www.youtube.com/watch?v=QoAOzMTLP5s


7. KEY RESOURCES: What key resources does your value proposition require? What resources
are important the most in distribution channels, customer relationships, revenue stream?

8. KEY PARTNERSHIPS: Who are your key partners/suppliers? What are the motivations for the
partnerships?

9. COST STRUCTURE: What are the business’ major cost drivers? Which key resources/
activities are most expensive?

Source:  https://canvanizer.com/new/lean-canvas  (https://canvanizer.com/new/lean-canvas)

 

Business Model Canvas template

Source: https://revgenapps.com/home/business-model-canvas/

 

 

https://canvanizer.com/new/lean-canvas


Examples of innovative business models
1. Example of an innovative business model: UBER
(https://innovationtactics.com/business-model-canvas-uber/
(https://innovationtactics.com/business-model-canvas-uber/) )

In the video you can watch the tutorial how to develop a business model by using the tool
Business Model Canvas. The example is provided for the company Uber. (6:50 min):

Business Model Canvas Tutorial - Uber Business Model 🚘Business Model Canvas Tutorial - Uber Business Model 🚘

2. Identify a successful local/national company and prepare the Business model Canvas for the
selected company. Present and discuss the business models in pairs or small groups (2-4
students). 

 

https://innovationtactics.com/business-model-canvas-uber/
https://www.youtube.com/watch?v=dtf61YDCXDY


Build your own Business model Canvas
Now is time for students to start building their own Business Model Canvas. They work in pairs or
small groups on their own business or project idea. 

Firstly, they prepare the section of the value proposition.

Value Proposition is the reason why customers turn to one company over another. It solves
customer’s problem or satisfies customer’s need. Each value proposition consists of a selected
bundle of products and/or services that refers to the requirements of a specific group of customers
(customer segment). It represents benefits that the company/entrepreneur offers customers.
Some value propositions may be innovative and represent a new or disruptive offer. Others may
be similar to existing market offers, but with added features and attributes.

Students prepare the value proposition section of their BMC by answering the following questions:

What value do we deliver to the customer?
Which one of our customer's problems are we helping to solve?
Which job are we helping the customer get done?
Which customer needs are we satisfying?
What bundles of products and services are we offering to each Customer Segment?

 



Lean start-up methodology
Watch the below video that introduces the Lean startup methodology (by Steve Blank).

Startups: The Lean MethodStartups: The Lean Method

In terms of managing a large and small company, the key difference culminates in a comparison of
Lean Startup philosophy and traditional business expertise. This comparison can be found in
Table 1.

Table 1: A comparison of Lean startup philosophy and traditional business skills

Lean startup Traditional business

Strategy
-Based on hypotheses and
their testing

-Business model - thinking

-Business plan

-Based on implementation

R&D

-Customer engagement from
the start

-Test the hypothesis (and idea
functionality) with customers

-Based on product feature
management

Financial reporting

-Internal indicators of
operations determine the
direction of the business (cost
of customer acquisition,
customer value, etc.)

-Traditional accounting
(income statement, balance
sheet, cash flow, etc.

Speed
-Fast

-Operate (and make decisions)
only with complete data

https://www.youtube.com/watch?v=GPQExuB-lWw


-Operated with “sufficient” data

Failure

-Partially expected

-The situation is constantly
being corrected and improved
(using activity statistics).

 

-Rare

-If fail, terminating managers
contract

Organization
-Recruitment is done for
learning 

-Departments are by function

-Recruitment is done
knowledge and ability to lead!

 

Traditional business thinking culminates in extensive market research. On the basis of these, a
comprehensive business plan will be drawn up, and implemented. The implementation plan
might cover several years for the future. This approach can work when a new mall is opened
because customer behavior and business laws are very identical in different locations. Similar
planning can be seen in the product development of many large companies. Market research
seeks feedback on product features valued by the customer, which usually initiates the design and
manufacturing process of a new product. Product development work is very secret and unfinished
versions are kept hidden from both customers and competitors. Only when a new machine or
device works well enough is a big launch made and mass production started.

The task of start-ups is to change the world and create completely new innovations in the world.
Many ideas are so radical that the consumer is not even able to perceive what is possible and
what is not. For this reason, it is difficult for the consumer to take the right position and give
feedback in market research. This problem was discovered in the early 20th century by Henri
Ford, whose attitude to market research was as follows: “If I had asked consumers what they
wanted, the answer would have been faster horses.” In addition, traditional market research and
business models based on large-scale implementation are so time-consuming and expensive
that they are not suitable for the needs of startups.

From these starting points, lean startup thinking has emerged, in which the ideas and thoughts
of entrepreneurs are tested using hypotheses. Based on your own business idea or product
feature, a hypothesis is created that is sought to be tested by the market. Zappos or Dropbox are
an excellent textbook examples of building such a hypothesis. Those hypotheses building we ca
see in the video below. (4:53 min)



3 Awesome Minimum Viable Products (MVPs)3 Awesome Minimum Viable Products (MVPs)

When feedback is received from customers on the functionality of the hypothesis, the matter will
be developed rapidly. As new ideas about the functionality of different product features emerge
along the way, they are similarly constructed in the form of a hypothesis and are used to find an
answer from a potential end customer and to make wise decisions for business development
based on this data. A person skilled in this method is able to develop the business forward with
real agility. Customer-driven experiments speed up the product development process and save
investors’ money. Lean start-up philosophy is not an easy but very interesting management
philosophy.

In addition to hypotheses, the lean startup philosophy emphasizes business model thinking.
Instead of a traditional business plan, lean startup work utilizes Lean Canvas, which concretizes
the core of the business idea with the help of the figure below. Lean Canvas is presented more
detailed way in the next chapter.

https://www.youtube.com/watch?v=xPJoq_QVsY4


 
Source: Maurya (2012)

In traditional business, the importance of external accounting is emphasized. Strict sales and
expense budgets are prepared annually, the implementation of which is monitored on a weekly
basis, and any deviations are responded to very quickly. The company's financial position is
interpreted through key figures derived from the income statement and balance sheet, which
provide a framework for financial situation and thus for future growth opportunities. There is
nothing wrong with this way of doing business, but it just doesn’t fit the business model of
startups. Less often, startup companies have a turnover and the balance sheet includes at most
product development costs. For this reason, in connection with the lean-startup philosophy, we
have begun to talk about the importance of internal indicators, which at the beginning of
operations culminate in the key figures of customer acquisition. Typical key figures are the cost of
customer acquisition, or the customer's lifetime value. Such metrics can be used to build a
genuine business case with which investor discussions can be initiated. In order to achieve such
indicators, it is necessary to enter the market with very deficient products. The Lean startup
philosophy speaks of an MVP (minimum viable product) product, which is used to verify the
degree of customer engagement and on the basis of which to apply for financing to manufacture
the product.

Of course, internal process measurement is widely practiced even by large companies. The
fundamental difference is that in traditional business, decisions are made only on the basis of
complete data, while in the Lean startup philosophy, decisions are made on the basis of
“sufficient data”. That mindset brings speed and agility to the company’s operations.
Incomplete data sometimes also means wrong decisions. With a lean startup philosophy,
erroneous decisions are expected, even acceptable. The aim is to correct the errors as quickly
as possible and the journey continues again on the basis of new, “sufficient data”. In traditional



business thinking, failure is less acceptable. If this happens, the root cause of the failure will be
looked at for a longer time and the end result may be the dismissal of the area manager.

 

 

 

 



Lean Canvas
What is Lean Canvas?

Lean Canvas was created by Ash Maurya as an adaptation of Business Model Canvas by Alex
Osterwalder. The tool follows Eric Rise's Lean Startup methodology. Compared to writing a
business plan for your startup, which can take weeks or months, you can use Lean Canvas to
create a snapshot of your business idea in one afternoon.

Like a business plan, Lean Canvas utilizes a nine blocks concept, however, is modified to best
suit the needs and requirements of a Lean Startup. It is perfect for brainstorming a potential
business model, and guides you through its building blocks logically, starting with customer
problem right through your unfair advantage.

When to use lean canvas?

Business Model Canvas and Lean Canvas may look similar at first glance - both of them are
visual and allow seeing the big picture. Lean Canvas, however, is entrepreneur-focused and
designed for emerging businesses: it takes only minutes to create, lets you focus on building your
business faster, by capturing your idea, collecting feedback, and iterating on it dynamically.

Text from https://www.infolio.co/templates/product-discovery/how-to-create-a-lean-canvas
 (https://www.infolio.co/templates/product-discovery/how-to-create-a-lean-canvas) .

Here are the necessary steps for filling out the Lean Canvas:

STEP 1: PROBLEM

The first question to ask: what problem does your product or service seek to solve? How common
is this problem, how many people have it? How much would people be willing to pay to fix this
problem?

STEP 2: SOLUTION

What top three features does your product or service have, that work toward solving the problem?
Are there other businesses out there with a similar solution?

STEP 3: KEY METRICS

What are the indicators you can use to determine whether your product or service is working
correctly and your business is succeeding? Your key metrics can be a mix of engagement
statistics, revenue, and customer satisfaction scores.

STEP 4: COST STRUCTURE

List all operational costs here. What is the cost of customer acquisition? What about distribution
cost? Identify key partners in your venture and look up costs of potential suppliers or

https://www.infolio.co/templates/product-discovery/how-to-create-a-lean-canvas


manufacturing, shipping, and other logistical issues to get at the true cost of operating.

STEP 5: UNIQUE VALUE PROPOSITION

What are you bringing to the table that your competition is not? How many competitors in this
space are there, and what can you do to separate your business from theirs?

STEP 6: UNFAIR ADVANTAGE

How can you ensure that your product or service cannot be copied? What steps are you taking to
ensure your maintain a competitive advantage?

STEP 7: CUSTOMER SEGMENTS

Who are your prospects and how do they connect to the problem? In this step, you should identify
specific personas among your potential customer base, how they perceive the problem you’re
solving, and the unique value prop you can offer.

STEP 8: CHANNELS

What paths do you need to take to reach customers? Understanding your customer segments is
critical to informing this step. Know where your audience is and you can know how to reach them:
over social media, content marketing, billboards, etc.

STEP 9: REVENUE STREAMS

What is your revenue model? Gross margins? Lifetime value of your product or service? Make
sure not just to model how much you will earn initially, but recurring revenue and how much value
you expect to generate from each customer over time.

STEP 10: REVIEW

Step back and consider everything you’ve mapped, and share with your team for alignment. Use
all of this information to spot weaknesses and strengths in your business, and to hone in on your
overall strategy.

Text from https://miro.com/templates/lean-canvas/  (https://miro.com/templates/lean-canvas/) .

 

 Lean Canvas template

https://miro.com/templates/lean-canvas/


Source: https://debane.org/franck/power-point-template-lean-canvas/



Design a Lean Canvas for a business
idea
 

1. Watch the below tutorial on how to design a Lean Canvas for a business idea. The video
represents a practical example of filling in the Lean Canvas for a new business idea - a Vegan
Restaurant for busy professionals. It will guide you step by step through all the elements of
Lean Canvas.

Lean Canvas Example – Tutorial (4:03 min): 

Lean Canvas ExampleLean Canvas Example

 

2. In groups of 4-5 students, build the Lean Canvas for your own business idea OR If you do not
have a business idea yet, then select an existing product/service and develop a Lean Canavs
for it. (20 min).

 

Here you can find the Lean Canvas template: https://neoschronos.com/download/lean-
canvas/docx/  (https://neoschronos.com/download/lean-canvas/docx/) .

 

3. Each group presents their Lean Canvas that is followed by class discussion (15 min).

 

Note for the teacher: During the next session, students will start developing their own business
idea by using the Business model Canvas.

https://www.youtube.com/watch?v=2nW9lg-fenY
https://neoschronos.com/download/lean-canvas/docx/
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Additional resources and videos on
business models
ADDITIONAL RESOURCES

 

Maurya, Ash. 2014. Running Lean. Iteratre from Plan A to a Plan That Works. O‘Reilly. (free
PDF available)
Ries, Eric. 2011. The lean startup, 1st edition. Crown Business.
Blank, Steve, Bob Dorf. 2012. The startup owner's manual. The step-by-step guide for building
a great company. K&S Ranch, Inc.
Blank, Steve. 2013 Four steps to the Epiphany, 2nd edition. K&S Ranch, Inc.
Lean canvas template: https://neoschronos.com/download/lean-canvas/docx/
(https://neoschronos.com/download/lean-canvas/docx/)

 

ADDITIONAL VIDEOS

 

No Business Plan Survives First Contact With Customers (3:53 min): 

No Business Plan Survives First Contact With Customers. 2No Business Plan Survives First Contact With Customers. 2……

E1 Getting From Business Idea to Business Model (2:12 min): 

https://neoschronos.com/download/lean-canvas/docx/
https://www.youtube.com/watch?v=_eUoae9lHpY


Ep 1 - Getting From Business Idea to Business ModelEp 1 - Getting From Business Idea to Business Model

 

E2 Visualizing Your Business Model (3:40 min): 

Ep 2 - Visualizing Your Business ModelEp 2 - Visualizing Your Business Model

Theater Backstage-Frontstage (1:31 min):

https://www.youtube.com/watch?v=wwShFsSFb-Y
https://www.youtube.com/watch?v=wlKP-BaC0jA


The Business Model TheatreThe Business Model Theatre

The Business Model Canvas - 9 Steps to Creating a Successful Business Model - Startup
Tips (9:41 min): 

The Business Model Canvas - 9 Steps to Creating a SuccesThe Business Model Canvas - 9 Steps to Creating a Succes……

Business Model Innovation (8:22 min): 

https://www.youtube.com/watch?v=LLKqthJOdN8
https://www.youtube.com/watch?v=IP0cUBWTgpY


Business Model InnovationBusiness Model Innovation

https://www.youtube.com/watch?v=B4ZSGQW0UMI
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