' MODULES3

CONTENT ELEMENTS OF
IR FOR SMEs
Part 3




Business Model

AGENDA

1. Whatis a BusinessViodel?

A==
INTEREST "R @

o7

2. What is the purpose of identifying
the BusinessModel? .

3. How can the BusinessModel be
structured?

4. How to construct the Business
Model

5. BusinessModel example

6. TestQuestions



1. What I1s a business model?
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Business Model Definition

A business model explains
how a company turns
Inputs, through its business
activities, into outputs and
outcomes in order to fulfil
Its strategic purposes




PPT NOTE

From the perspective ofintegrated reporting 0 v a | u e ¢dimessiomalynottjust value for customers and owners.
In the integrated report, SME can present the business model to show how it uses internal and external inputs to
generate value for itself, the customers and other stakeholders.
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It is the rationale of how an organization creates, delivers, and captures value over the short, medium and long
term.
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(IIRF, 2021; p. 41)
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2. What is the
purpose of
identifying the
Business Model ?




What is the purpose of identifying theBusiness Model?
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Explainingwhy SME existsd what does it do, and what are
its vision and mission

Describingthe concept of value creation.
Systematizingprocessesand activities

ldentifying key resources (inputs), value (outputs and
outcomes) and activities

Convincing stakeholders that SME management and
employees have a clear and authentic concept of the

enterprise
Redesigningand re-planning businessactivitiesif necessary



3. How can the
Business Model
be structured?




Business ModelCanvas

BusinessModel Canvas(BMC)is a
strategic business planning tool
to help create and structure the
business plan and business
model.

BMC, in its original form is highly focused on customers, but other stakeholder groups can also be integrated into the framevik. Indeed, they are implicitly referred to in some parts.



How can the Business Model be structured?

Use a strategic management template Business Model Canvas (BMC) to develop and document your business mod



Business model is a summary of how SME does business. Business Model
Canvas (BMC) identifieaine building blocksto summarisethe main variables. It
IS a good start to develop the business model.

The building blocks arecategorisedinto four main areas:

A value proposition

Acustomers

Ainfrastructure,

Afinancial aspects.



4. How to
construct the
Business Model?




Value proposition (1)

When SME wants to create and
develop its business model, it should
start with the value proposition. Then,

It Is important to answer the following
. Key Customer

question: activities relationships
A Ke Value
A What are the offered e proposition Customers

products/services? ey
4 . . resources Channels
AWhat i s the raisdc

organization?
Value proposition definesthe products Costs Revenues
and servicesthat a company offers to

meet its customers' needs and which
represent value for a particular
customer segment.

The value proposition of a company is its distinguishing feature. It is through its products and services that a company diffntiates itself from its competitors. In
integrated reporting, this is what is referred to aoutputs and outcomes (see IIRC Framework 2021, p. 43).
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What Make \

You UNIQUE? B The examples of value proposition

Product-related

C the power of novelty (e.g.
product presentation)

C performance (higher rate of
customer service

C the value of serving individual
needs (customize service)

C design (e.g. familiar design)
C brand/status (local tradition)

N 4
C price-value (low-fare services)
C cost-cutting (automatization)

C risk reduction (cloud services)

Customerrelated

C help with customer tasks(easy
communication)

C access(cloud access)
C comfort, feasibility and

convenience(home delivery
service)



Thanks to these distinguishing features:

C a product or service can fulfil customer/stakeholders neaddis able to solve the problem of the
customer/stakeholder,

C customers will choose that company in place of a competitor.

Value Proposition is highly related to customer segments.

That is why Osterwalder invented a new tool to facilitate the assessment and the refinement of Value Proposition
Value Proposition Canvas, which zooms into the connection of these two building.blocks

In its original version, the Value Proposition Canvas is a framework that helps ensure that there is a fit between tt
product or service idea and the target market, but it can be used to understand the fit between what stakeholders
expect and what the company offers them.



Customer model (2,3,4)

The market side of the business model,
called the customer model, concerns the
values a company believes in, what it
offers its customers and stakeholders
and how it communicates with them.

The customer model is about the market
connections.




Three elementsare important in the customer model:customer segments, channeland customer relationships

Customer segmentsare the different groups of people or organisations that a company aims to reach and serve
with its products and services. Customers should be at the heart of any business model, as without profitable
customers, no company will survive for long. In order to serve the needs of your customers more effectively, it is
important that you cluster your customers into segments and groups and then decide which groups you want to
prioritise.

Channelsdescribes how a company communicates with and reaches its customer segments to deliver its value
proposition. Distribution and sales channels, and communication with customers, define the relationship between
customers and the company. They also play a key role in shaping the consumer experience. Channels should be
cost-effective and appropriate for reaching customers.

Customer Relationshipsare the types of relationships that a company establishes with specific customer (segments).
It has to do with how a firm acquires, grows and maintains its customer basis. When defining your business model,
it Iis I mportant to clarify to what extent your compa
automated. This defines the closeness and nature of the relationships with your customers.



Customer model

Here are some question that can be used by SMEs to define their customer model.

Can SME really deliver Does SME offer value
the value? Is it profitable @ to all desired
for the company to do customer segments/
It? | stakeholders?

What can SME do
to achieve and

Is that value attractive to

maintain its c‘ the customers?
reputation? I Nr Do they buy ¢
| 3 products/services?
Are customers
satisfied?
How does SMEcope

with customer
complaints?



Infrastructure (5,6,7)

The third area of the business
model isinfrastructure that is used
during the value creation process. It
consists ofkey resourceskey
activitiesand key partners

Here, SME should response to the
following questions:

AWhat are the operational
processes conducted by the
company?

A Which are the indispensable
assets and processes for value
creation?




Key resourcesrefer to the essentialtools that a company needs to put its businessmodel
into operation. Everybusinessmodel requires priority resources Theseallow a company to
create and offer value propositions, be presentin the market, connect with customer groups
and generate revenue Different businessmodels require different priority resources

Key activitiescover the primary sector(s) and market(s) in which a company operates,
including the radius of the operations(local/ regional / national/ international) and the key
products and/or services that a company offers.

Key partners include suppliersand partners who contribute to the operation of a company's
businessmodel. Companiescan form partnershipsfor many reasons,and these partnerships
have become the cornerstone of many businessmodels today.



Financial model(8,9)

The final area of the businessmodel is the financial
model.

It provides an answer to how you can turn the
businessidea into profits, and how and from what
sources the entrepreneur will cover the c o mp a n
starting and operating costs

Soit hasto do with your cost structure and revenue
streams

Costscan be sub-divided into fixed costsand variable
costs.

Fixed costs do not vary with the volume of produced
goods and services €.g. contribution to chamber of
commerce) whereas variable costs increase with higher
produced volumes €.g.raw materials).

Revenue streamgoncern questions of how much, how
often and in what ways a company receives revenige
from offering its product and services.

So, itis closely related to the customer building block
of the business model




Canvas Business Model Example:

Using the example of a SMEs operating in the clothing trade industry, the Canvas Business Model is
used to elaborate the SMEs Business Model.

The example demonstrates how each piece of the Canvas shall be completed according to the activity.

— MATHILDE

Your natural style

Mathilde means more than a brand of clothes, it is a state
of well -being, through which the woman transcends beyond
the banal, enlivening the joy of life and the feeling that she
is special, not necessarily by belonging to a group of
people or ideas, as By nature and originality.

https://www.mathilde.ro/desprenoi/?lang=en




An example of a SMEs in clothing trade sector will build its business model on the following questions
and elements:
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do they do? And why would they buy your product or service?

3. ask yourselhow you are reaching your customers, and throwghich channel®

4. Think about how you calpuild, nurture, and grow those relationships.

5. key resourcesre all things you need to have, or the assets required to create that value for customers.

6. key activitiesc the areas you need to be good at to create value for your customers.

7. most modern business models now require brands to build out and work with vadegugartnersto
fully leverage their business model.

8. how much is it going toostto run this model?

9. what are your revenue streams?



