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The Business Model

def: A method by which a firm uses its resources
(cash, technology and people) to offer its
customers better value than its competitors and
make money doing so.

It tells who pays, how much and how often.



From Ideas to the Market

Business models can change
at various stages of company

growth



Message Simplified



Your Business Model is NOT
your Business

Business Model Innovation is critical
to developing a quality business,

attacking new markets and driving
profitability



Components of the
Business Model

1. Value Proposition
2. Market Segment
3. Value Chain Structure
4. Position in the Value Network
5. Revenue Generation and Margins
6. Competitive Strategy
7. Stage of Development



Value Proposition

• A description of the customer problem
• The solution that addresses the problem
• The value of this solution from the

customer's perspective (price, speed,
design)

Market Segment

• The target audience
• Recognizing that different market

segments have different needs



Value Chain Structure

• The firm's position in the value chain
• Activities in the value chain
• How the firm will capture part of the

value that it creates in the chain.

Position in the Value Network

• Identification of competitors
• Identify complementary companies and

technology
• Identify network-effects that can be

utilized to deliver more value to the
customer.



Revenue Generation and
Margins

• How revenue is generated
(sales, leasing, subscription, support, etc.)

• The cost structure
• Target profit margins.

Competitive Strategy

• How will the company attempt to develop
a sustainable competitive advantage?

• How will it use that advantage to improve
the competitive position in the market?



Business Model Examples
Case Studies





New Models
Changing the world

Blue Apron (Mkt Cap $2B now $600M) Marketplace

Snapchat (Mkt Cap 34B march 2017 now $17B ) Social Media

Cloudera (Mkt Cap $2B) Big Data

DraftKings (Mkt Cap was at $1B…. gone) Gaming

Dropbox

23andME

Airbnb

Uber

(Mkt Cap $10B)

$244M raised

(Mkt Cap $30B)

(Mkt Cap $51B)

Internet Software

Healthcare

E-Commerce

On-demand



Startups that died in 2017 — despite over
$1B billion in funding

BEEPI: Capital raised: $150 million Peak valuation: $560 million

Quixey: Capital raised: $133 million Peak valuation: $600 million

YIK YAK: Capital raised: $73 million Peak valuation: $400 million

MAPLE: Capital raised: $29 million Peak valuation: $115 million

Sprig: Capital raised: $57 million Peak valuation: $110 million

HELLO: Capital raised: $40 million Peak valuation: $300 million

JawBone: Capital raised: $1 billion Peak valuation: $3 billion

Juicero: Capital raised: $118.5 million Peak valuation: $270 million



Revenue Per Employee





Profit Per Second!

Rank Company Profit per second
Net income
(2016)

#1 Apple $1,444.76 $45.7B

#2 JPMorgan Chase $782.14 $24.7B

#3
Berkshire
Hathaway

$761.30 $24.1B

#4 Wells Fargo $693.75 $21.9B

#5 Alphabet $615.96 $19.5B

#6 Bank of America $566.24 $17.9B

#7 Microsoft $531.21 $16.8B

#8
Johnson &
Johnson

$523.05 $16.5B

#9 Citigroup $471.56 $14.9B

#10 Altria Group $450.28 $14.2B



Open Discussion

How Amazon innovates in ways that
Google and Apple can't

Apple = A Money-Making Machine
21% profit margin on $217 billion of revenue

It’s that Apple is unparalleled in its ability to make money. In fact, Apple’s 2016 profit of $45 billion is
far bigger than any other company, including Berkshire Hathaway ($24 billion), JPMorgan Chase ($24
billion), Wells Fargo ($22 billion), Alphabet ($19 billion), Samsung ($19 billion), Toyota ($17 billion),
Johnson & Johnson ($16 billion), or Walmart ($14 billion).



Summary

• Value Proposition
• Market Segment
• Value Chain Structure
• Position in the Value Network
• Revenue Generation and Margins
• Competitive Strategy
• Stage of Development



Thank you

Richard Kivel
kivel@mit.edu

Twitter: @kivel1

Special thanks to everyone and anyone who contributed to this
presentation whether they know it or not. I am grateful for their ideas,

data, slides and images
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