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The Business Model

def: A company's plan for making a profit. It identifies the products
or services the business plans to sell, its identified target market,
and any anticipated competition, market changes and expenses…

Successful businesses have business models that allow them to
fulfill client needs at a competitive price and a sustainable cost.

It tells, who pays, how much and how often.



From Ideas to the Market

Business models can change  
at various stages of company  

growth



5 massive startup failures of 2020 

• QUIBI

Total Investment: $1.75 billion

• Essential

Total Investment: $330 million

• Brandless

Total Investment: $240 million

• AtriumLTS

Total Investment: $75.5 million

• Quantopian

Total Investment: $48.8 million



Reasons Startups Fail

Failory.com



A Business Model is NOT a 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 & Margins

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

• The cost structures
• 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?



New Models Changing the world,  
but the world is changing faster





Behind the numbers…
Very Costly business models

Four of the five mega offerings between 2019 and 2020…

• Uber

• Lyft

• DoorDash

• Airbnb

…are leaders in the sharing economy, meaning their models are based on 
peer-to-peer marketplaces. 

They connect businesses with consumers through technology and logistics 
and take a cut of every transaction.
CNBC



What you measure matters

One of my favorite 
books and we give it 

to all our CEO’s



Revenue Per Employee



Profit Per Second!



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
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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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