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Agenda	  

•  Reminders:	  Finish	  Company	  Descrip?ons	  
•  Team	  Homework	  
•  What	  is	  a	  Business	  Model?	  	  
•  Examples	  of	  business	  models	  
•  Alex	  Osterwalder’s	  Business	  Model	  Canvas	  
•  Team	  work	  ?me	  (describe	  and	  refine	  business	  
model)	  
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Reminder	  Links	  
•  Course	  Components	  

–  Technical	  curriculum	  
–  Entrepreneurship	  curriculum	  

•  Startup	  Crea?on	  Culmina?ng	  in	  Demo	  Day:	  	  
–  Thursday,	  July	  26th	  

•  All	  materials	  posted	  online:	  	  
–  hTp://ai?.mit.edu/materials/colombia-‐summer-‐2012/	  

•  E-‐mail	  your	  instructors	  at:	  
–  Ai?-‐colombia-‐2012@mit.edu	  

•  E-‐mail	  Fellow	  Entrepreneurs	  at:	  
–  colombia-‐2012-‐entrepreneurs@mit.edu	  

•  Post	  and	  share	  files	  at:	  
–  Ai?-‐colombia-‐2012@googlegroups.com	  
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Demo	  Day	  Info	  

•  You	  will	  pitch	  your	  startups	  on	  
–  Demo	  Day	  on	  Thursday,	  July	  26th	  

•  Each	  team	  will	  present	  to	  the	  judges	  and	  audience	  a…	  
–  10	  minute	  oral	  pitch	  promo?ng	  their	  business	  
– Working	  demo	  of	  their	  product/service	  
–  10	  power-‐point	  slides	  to	  support	  the	  presenta?on	  

•  A	  panel	  of	  expert	  judges	  will	  choose	  the	  winning	  
team(s)	  

•  A]er	  the	  judging	  we	  will	  host	  a	  cocktail	  party	  event	  to	  
give	  you	  ?me	  to	  mingle	  with	  the	  judges	  and	  guests	  	  
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Team	  assignment	  –	  	  
due	  Monday,	  	  July	  9th	  

1.  Find	  an	  advisor	  outside	  of	  the	  class	  to	  review	  your	  business	  model	  and	  execu?ve	  
summary;	  this	  advisor	  could	  be	  a	  professional	  who	  knows	  about	  the	  market	  you	  
are	  targe?ng	  (e.g.	  if	  you	  build	  an	  app	  for	  taxis,	  find	  yourself	  a	  manager	  or	  owner	  
of	  a	  taxi	  company,	  a	  dispatcher	  or	  a	  driver!),	  or	  a	  faculty	  member	  at	  ICESI	  or	  
Valle,	  or	  even	  a	  family	  member.	  

2.  Come	  up	  with	  a	  50	  words	  or	  less	  bio	  for	  each	  team	  member,	  including	  your	  
advisor	  

	  
3.  Write	  a	  100	  words	  max	  descrip?on	  of	  the	  idea,	  discussing	  

a.  Why	  the	  problem	  is	  important	  
b.  How	  your	  solu?on	  will	  address	  it	  
c.  How	  big	  the	  market	  is	  
d.  Why	  your	  team	  can	  do	  it	  
	  

4.  Begin	  your	  business	  model	  canvas	  and	  your	  revenue	  and	  cost	  three	  year	  
es?mates	  (as	  a	  team)	  

5.  3	  word	  posi?oning	  statement	  



BUSINESS	  MODEL	  
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Logico	  del	  Plan	  de	  Negocios	  
Business	  
Plan	  Plus	  

Finance	  

Execu?on	  

Business	  Model	  

Product	  

Market/Opportunity	  

People	  

Idea	  

Plan	  to	  capture	  
value	  

Plan	  to	  create	  
value	  

-‐GeneraAon	  
-‐Analysis	  
-‐TesAng	  on	  Key	  Stakeholders	  
	  

-‐Team	  ComposiAon	  
-‐Values	  
-‐SeIng	  ExpectaAons	  
	  

-‐Segment	  
-‐Direct	  ValidaAon	  
-‐CompeAAon	  

-‐Value	  ProposiAon	  
-‐CompeAAve	  Advantage	  
-‐Development	  Plans	  

-‐Where	  to	  Extract	  Rent/Pay	  
-‐Pricing	  
	  

-‐Go	  to	  Market	  
-‐Sales	  
-‐MarkeAng	  
	  

Strategy	  &	  Pitch-‐Financial	  Statements	  	  
-‐Investor	  	  

-‐Logical	  Flow	  
-‐Scaling	  
-‐PresentaAon	  Plan	  	  
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Peter	  Weill	  MIT:	  
What	  is	  a	  business	  model?	  

•  We	  define	  a	  business	  model	  as	  consis?ng	  of	  
two	  elements:	  (a)	  what	  the	  business	  does,	  and	  
(b)	  how	  the	  business	  makes	  money	  doing	  
these	  things.	  	  
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Two	  dimensions	  to	  dis?nguish	  
business	  models	  

Common	  Business	  Model	  Archetypes:	  	  
Creator,	  Distributor,	  Financial	  Landlord,	  Physical	  Landlord,	  
Intellectual	  Landlord,	  Contractor,	  and	  Broker.	  	  
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Two	  dimensions	  to	  dis?nguish	  
business	  models	  (macro	  view)	  
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Business	  Models	  (micro	  view)	  



©	  2010	  Copyright	  –	  MIT	  

All	  sorts	  of	  business	  models	  
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It’s	  a	  jungle	  out	  there	  

Books	  
17%	  

Games	  
14%	  

Entertainment	  
11%	  

Educa?on	  
8%	  

Lifestyle	  
7%	  

U?li?es	  
6%	  

Travel	  
6%	  

Other	  
31%	  

iOS	  Available	  Apps	  by	  Category	  (332,000	  total	  apps)	  

Source:	  148Apps,	  SNL,	  WSJ	  

• Average	  App	  Price	  is	  $4.07	  
• Average	  Game	  Price	  is$1.66	  
• Average	  sold	  app	  is	  around	  $2.50	  (games	  
represent	  a	  huge	  propor?on	  of	  the	  apps	  sold,	  
es?mates	  are	  60%+)	  
• Android	  has	  about	  130,000	  applica?ons.	  	  
Android	  has	  more	  free	  apps	  and	  lower	  prices	  
in	  general.	  
• BlackBerry	  has	  about	  18,000	  applica?on	  

Paid	  App	  Comments	  
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Android	  is	  doing	  well	  for	  ad	  supported	  models	  

A	  plug	  to	  sign	  up	  for	  these	  free	  reports:	  
hTp://www.millennialmedia.com/research/	  

Comments	  

• We	  have	  heard	  anecdotally	  about	  Android	  
being	  beTer	  for	  adver?sers	  from	  mul?ple	  ad	  
servers	  
• Android	  users	  seem	  to	  have	  slightly	  higher	  
click	  through	  rates	  
•  iAds	  is	  probably	  taking	  some	  market	  share	  
from	  the	  ad	  servers	  
•  They	  also	  have	  a	  higher	  percentage	  of	  free	  
apps	  
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Two	  other	  mone?za?on	  models	  are	  very	  important	  

Ad-‐Based	   In-‐App	  Purchases	  

Geqng	  on	  deck	  with	  a	  charge	  is	  hard	  -‐	  Top	  300	  free	  apps	  generated	  3	  million	  
downloads	  per	  day,	  compared	  to	  350,000	  for	  paid	  

•  ~$10	  CPM	  for	  Apple	  iAds	  
•  $8	  to	  $25	  CPM	  range	  
•  Ads	  tend	  to	  be	  clearly	  visible	  rather	  

than	  stuffed	  into	  cluTered	  
environments	  as	  they	  can	  be	  on	  the	  
web	  	  

Source:	  Dis?mo,	  MdotM,	  TechCrunch	  

•  Dis?mo	  recently	  reported	  that	  as	  
much	  as	  50%	  of	  revenue	  is	  coming	  
through	  in-‐app	  sales	  

•  Key	  in-‐app	  goods	  include	  expanded	  
content	  (premium	  ar?cles)	  and	  digital	  
goods	  (super	  fer?lizer	  in	  CarrotVille)	  	  
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•  Do	  you	  want	  to	  live	  in	  a	  world	  where	  Kaplan	  isn’t	  on	  the	  front	  page?	  	  
Tooth	  and	  nail	  fight	  for	  the	  big	  opportuni?es	  

TradiAonal	  SEM	  is	  very	  difficult	  to	  do	  because	  revenues	  per	  conversion	  
are	  low	  and	  apps	  are	  on-‐deck	  
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Ted	  Chan:	  Some	  App	  Philosophy	  
•  Competent,	  low-‐cost	  development	  
•  Re-‐use	  similar	  plauorms	  with	  different	  content	  –	  you	  don’t	  know	  

what	  will	  be	  hot	  
•  Poruolio	  theory	  applies	  –	  mul?ple	  apps	  spreads	  risk	  /	  mul?ple	  apps	  

on	  one	  plauorm	  creates	  value	  
•  Sales	  boost	  only	  from	  making	  Top	  10	  or	  so	  
•  KISS	  principle	  applies	  –	  think	  hard	  about	  customer	  use	  cases	  and	  

elimina?ng	  bulky	  code	  and	  slow-‐moving	  features	  
•  And	  lastly…We’re	  just	  at	  the	  boTom	  of	  the	  knee	  in	  the	  curve	  for	  

the	  global	  opportunity	  –	  3.8	  b	  mobile	  broadband	  subs	  in	  2015	  
	  
	  
	  
Source:	  Ericsson	  



DESCANSO	  



BUSINESS	  MODEL	  CANVAS	  
Alex	  Osterwalder’s	  
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Customer	  Segments	  
•  The	  different	  groups	  of	  people	  or	  organiza?ons	  an	  enterprise	  aims	  to	  

reach	  and	  serve	  
•  Group	  customers	  into	  dis?nct	  segments	  with	  common	  needs,	  common	  

behaviors	  or	  other	  aTributes.	  	  
•  Define	  one	  or	  several	  large	  or	  small	  Customer	  Segments.	  	  
•  Make	  a	  conscious	  decision	  about	  which	  segments	  to	  serve	  and	  which	  

segments	  to	  ignore.	  	  
•  Design	  business	  model	  around	  a	  strong	  understanding	  of	  specific	  

customer	  needs.	  
•  Customer	  groups	  represent	  separate	  segments	  if:	  

–  Their	  needs	  require	  and	  jus?fy	  a	  dis?nct	  other	  
–  They	  are	  reached	  through	  different	  Distribu?on	  Channels	  
–  They	  require	  different	  types	  of	  rela?onships	  
–  They	  have	  substan?ally	  different	  profitabili?es	  
–  They	  are	  willing	  to	  pay	  for	  different	  aspects	  of	  the	  offer	  
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Value	  Proposi?on	  
•  The	  bundle	  of	  products	  and	  services	  that	  create	  
value	  for	  a	  specific	  customer	  segment	  

•  Can	  be	  quan?ta?ve	  (price,	  speed	  of	  service)	  or	  
qualita?ve	  (design,	  customer	  experience)	  

•  Product	  or	  selected	  bundle	  of	  products	  and/or	  
services	  that	  caters	  to	  the	  requirements	  of	  the	  
targeted	  customer	  segment	  

•  Newness,	  performance,	  customiza?on,	  gets	  job	  
done,	  design,	  brand/status,	  price,	  cost	  reduc?on,	  
risk	  reduc?on,	  accessibility,	  convenience/
usability	  	  
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Channel	  

•  How	  the	  company	  will	  communicate	  with	  and	  reach	  its	  
customer	  segments	  to	  deliver	  the	  value	  proposi?on	  

•  Interface	  with	  customers:	  includes	  communica?on,	  
distribu?on,	  sales	  

•  Channels	  serve	  several	  func?ons:	  
–  Raising	  awareness	  about	  company’s	  products	  and	  services	  
–  Helping	  customers	  evaluate	  the	  value	  proposi?on	  
–  Allowing	  customers	  to	  purchase	  specific	  products	  and	  
services	  

–  Delivering	  value	  proposi?on	  to	  customers	  
–  Providing	  post-‐purchase	  customer	  support	  
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Channel	  Phases	  
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Customer	  Rela?onships	  

•  Types	  of	  rela?onships	  company	  establishes	  with	  the	  
customer	  (ex.	  personal	  or	  automated?)	  

•  May	  be	  driven	  by	  the	  following	  mo?va?ons:	  	  
–  Customer	  acquisi?on	  
–  Customer	  reten?on	  
–  Boos?ng	  sales	  (upselling)	  

•  Ex.	  Mobile	  phone	  industry	  business	  model	  evolu?on	  
–  Early	  days	  focus	  was	  free	  phones	  to	  drive	  customer	  
acquisi?on	  

–  Later	  focus	  shi]ed	  to	  boos?ng	  average	  revenue	  per	  user	  
(ARPU)	  
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Revenue	  Streams	  
•  Cash	  company	  generates	  from	  each	  customer	  segment	  (costs	  are	  

subtracted	  from	  revenues	  to	  create	  earnings)	  
•  What	  is	  the	  customers’	  willingness	  to	  pay	  for	  the	  value	  delivered?	  
•  There	  could	  be	  one	  or	  more	  revenue	  stream	  from	  each	  customer	  

segment	  
•  Different	  types	  of	  revenue	  streams:	  

–  Transac?on	  revenues	  from	  one	  ?me	  customer	  payments	  
–  Recurring	  revenue	  ongoing	  payments	  to	  deliver	  a	  value	  proposi?on	  or	  

for	  con?nued	  post-‐purchase	  support	  
•  Ways	  to	  generate	  revenue	  streams:	  asset	  (product)	  sale,	  usage	  fee,	  

subscrip?on	  fee,	  lending/ren?ng/leasing,	  licensing,	  brokerage	  fee,	  
adver?sing	  

•  Each	  stream	  could	  have	  different	  pricing	  mechanisms	  –	  two	  types	  
fixed	  or	  dynamic	  (fixed	  list,	  bargaining,	  auc?oning,	  market	  
dependent,	  volume	  dependent,	  yield	  management)	  
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Pricing	  	  
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Key	  Resources	  

•  What	  assets	  are	  required	  to	  get	  the	  business	  
model	  to	  work,	  to	  offer,	  create	  and	  deliver/
distribute	  the	  value	  proposi?on?	  
– Human	  
–  Intellectual	  
– Physical	  
– Financial	  
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Key	  Ac?vi?es	  

•  What	  are	  the	  most	  important	  things	  the	  
company	  must	  do	  to	  make	  its	  business	  model	  
work?	  
– Produc?on	  
– Problem	  Solving	  
– Plauorm/network	  
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Key	  Partnerships	  

•  Who	  are	  the	  most	  important	  partners	  and	  suppliers	  to	  
make	  the	  business	  model	  work?	  

•  Mo?va?ons:	  Create	  alliances	  to	  op?mize	  business	  
models	  (op?miza?on	  and	  economies	  of	  scale),	  reduce	  
risk	  or	  acquire	  resources	  

•  Four	  different	  types	  of	  partnerships:	  
–  Strategic	  alliances	  between	  non-‐compe?tors	  
–  Coope??on:	  strategic	  partnerships	  between	  compe?tors	  
–  Joint	  ventures	  to	  develop	  new	  business	  
–  Buyer-‐supplier	  rela?onships	  to	  assure	  reliable	  supplies/
services	  
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Cost	  Structure	  
•  All	  the	  costs	  incurred	  to	  operate	  the	  business	  model	  
•  What	  does	  it	  cost	  to	  create	  and	  deliver	  value,	  maintain	  customer	  

rela?onships,	  generate	  revenue,	  provide	  support,	  etc.?	  
•  Costs	  should	  be	  easier	  to	  calculate	  once	  you	  have	  defined	  the	  key	  

resources,	  [channel],	  key	  ac?vi?es	  and	  key	  partnerships.	  
•  Is	  your	  business	  cost	  driven	  or	  value	  driven	  or	  somewhere	  

between?	  	  
•  Cost	  driven	  =	  minimizing	  costs,	  low	  price	  value	  proposi?on,	  ex.	  

Southwest	  Airlines,	  easyJet,	  Ryanair	  
•  Value	  driven	  =	  less	  concern	  on	  cost,	  premium	  value	  proposi?on,	  ex.	  

Four	  Seasons	  Hotel,	  Intercon?nental	  Hotel	  	  
•  Cost	  structures:	  fixed	  or	  variable,	  economies	  of	  scale,	  economies	  of	  

scope	  
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Rompecielos	  II	  

•  Juego	  Barceleno	  
– Dividen	  en	  tres	  grupos	  
– Cuenta	  hasta	  10,	  pero	  recuerden	  de	  cumplir	  con	  
las	  reglas	  de	  Danny	  


