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Unit 3: Building Business Model for Medicinal Plants Sector

1 Summary

Unit 3 “Building Business Model for Medicinal Plants Sector” includes information about Business
Model in reference to Herbal and Plants industry. The most important data is included in the module
in an understandable way together with well-known examples. Gaining this knowledge will facilitate

the process of creation the business — Start-Up.

9 Learning outcomes

V Knowledge, understanding and professional skills:
1. Define the following terms: Business Model, the Business Canvas Model

2. Get familiar with terms such as: Strategy, Business, Planning
3. Prepare the Business Canvas Model related to herbal and medicinal plants industry
4. Connect knowledge related to Business Model and plants industry.

V General and transferable skills:
1. Crete the Business Model.
2. Show knowledge related to business vocabulary.
3. Plan and follow the business planning steps.



Unit 3: Building Business Model for Medicinal Plants Sector

What is a business model?

A Business Model allows to describe the base used by a Start-Up/company in order to create, collect
and provide value. It is the floor used to manage the company; a very useful strategic management
and entrepreneurial tool. Business Model is a based from where the big things are created.

A Business Model is an essential tool in any Start-Up/company to function correctly. It allows you to
set up a map in which you state how your business works. Through the business model, the company
creates a plan with the finality of earning profits through its actions, taking into account the costs
incurred.

There is no fixed format to follow; the business model can be as simple or complex as the company
wants depending on their needs and features.

Business Model might be created today and change any other day but the main structure should be
followed. Very important in creating a Business Model is to have in mind that this document should
give you the answer for the question “From a customer perspective, why this business should exist?”.
Creating Business Model its crucial to consider all parts of the business: people, product, service,
customer, plan, objectives, challenges etc.

The process of creating a business model is rather very personal action but from the other hand it is
possible and required to follow some structures that are more common and make this job easier.

Before you start working - acting you should have at least in mind your Business Plan for the next
few months.

Creating Business Plan can start from Start-Up Business Plan which will be used for internal purpose
and primarily reflects the needs of each members of the company. This kind of plan, that can be called
“draft” is for the creator of the business and his colleagues. We recommend you not to show this kind
of “working business plan” to the bank or any other organisation from which you wish to receive any
finance support. Inside the plan you should include company’s growth or expansion and as well which
are the priorities.

The is another plan that could be mentioned here as Strategic Plan — plan that will include your
strategy, responsibilities, activities, deadlines, budget and financial plan.

Each kind of plan will be useful during the whole process of preparation and later which you start
running your business.

Summarizing — Everything need a plan but the plan can change. According to the changes that will
appear while creating the business, the plan will be modified and adapt to the need. As a result of
having a Plan you have that path that you follow and a base from which you can start.

How does a business model relate to business strategy and competitive advantage?

Nonetheless, business models are relatively generic models that can readily be imitated. Therefore,
Business strategy complements the model by designing and protecting competitive advantage in
imperfect markets. This means business strategy figures out isolating mechanisms that prevent
business models from being imitated by competitors.



The VRIN (Valuableness, Rareness, Inimitability and Non-Substitutability) framework offers a tool to
examine the (potential) competitive advantage of businesses. When employing a differentiating
strategy, businesses can secure higher returns and sustain their competitive advantage.

Four strategic analysis steps are proposed to achieve sustainable business models:

1. Segment the market

2. Create and present a value proposition based on customer needs for each pursued segment —
as customers are your future

3. Design and implement mechanisms to capture value from your customers — special segments

4. Figure out and implement isolating mechanisms to hinder imitation by competitors — which
will try to deal with you and bit you

Three factors that each person crating Start-Up should follow as they are relevant to impede
competitors from imitation:

1. Hard to replicate systems, processes, service, structure, business model.

2. Uncertain imitability — it refers to the action that is creating difficulties for an outsider
to understand how the business model is implemented.

3. Break up of existing sales and profits or upsetting business relationships.

What is the role of discovery, learning and adaptation in business model innovation?

The process of innovating and creating a business model requires creativity and insight. Insight into an
information about customers, suppliers and competitors — 3 aspects that will follow you for the whole
business journey. Creativity goes with capturing value from the deep truths of customers with available
sources and at the same time protecting the model from imitation. This primarily is a process of
learning, studying and adapting everything step by step that is based on experimentation. One way to
do so is by testing the model against the current similar business and see how it might evolve.

Questions that can be asked about the temporary model include:

A How will the product be used and what customer’s problem does it solve? Does it solve any
problem? Does it make life easier?

How much might customers be willing to pay for the delivered value?

How large is the target group? What is the target group?

What competitive offers you know?

How should the product solution be presented and where?

What are the costs of presenting, delivering and selling this product/service?
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Business models are an important part of running a company. One of the most popular and well-known
is Business Model Canvas (BMC).

The Business Model Canvas is a strategic management and entrepreneurial tool. It allows you to
describe, design, challenge, invent and pivot your business model. It is a visual chart with elements
describing a firm’s or product’s value proposition, infrastructure, customers and finances. The tool is
very useful to design, test and innovate our projects” business model. The very practical approach
allows you to highlight the dynamics of the business model and serve as an inspiration to explore new
opportunities. As an example AMAZON is a company that uses BMC.



Amazon is a widely used Internet based retailer, which both offers a large
diversity of products (from books to jewellery and food) and produces electronic
products (like the eBook Kindle or the Fire tablets).

Amazon business model can be analysed using the Business Model Canvas; a visual
chart that allows to study the elements that compose a firm.

Please dedicate some minutes of an introductory video that explains the BMC structure:

https://www.youtube.com/watch?v=0Q0A0zMTLP5s

The Business Model Canvas is used by a different types and sizes of companies. It is also a very
important tool for entrepreneurs and Start Ups for business model innovation. It reflects systematically
on your business model, as you can map each of the elements of your project or business components.
This form of Business design which gives a clear and simple option of knowing every single important
part of your business helps you to analyse it properly and understand how they connect to each other.
If you are ready to turn innovative ideas into action this tool is definitely what you need.

Nowadays the Business Model Canvas (BMC) is one of the popular one that is used as a Business Model
by many companies. It allows you to describe, design, challenge, invent, present and pivot your
business model. It is a visual chart with elements describing a firm or product’s value proposition,
infrastructure, customers and finances — all sectors that are related to the business. In order to better
understand what a Business Model Canvas is, it is necessary to understand the different elements that
it collects. For this reason, let’s divide the concept into different stages; which will build the complete

picture of the concept.

Component | Definition
Customer A customer segment is considered as the group of people that the company intends to address; it can
Segments either be one or many.
Since the whole activity of the company will be based on the Customer Segment chosen, this has to be
the first decision to make in order to build the business model on the basis of the choice.
When deciding which Customer Segment, we should choose/reject, we need to bear in mind how each
segment has several characteristics.
Value It is the offer made by the company to solve a problem or request from the consumer. It is the
Proposition | combination of products and services a company offers to solve the problem of the concrete segment
addressed. There are a lot of types of value that a company can offer through their products/services
Channels. A channel can be considered as the contact point between the company and the market segment
addressed. Market channels have several functions, such as bringing the product to new clients, helping
the clients reach the product, allow them to acquire the value proposition, and offer an aftersales service.
Customer A company can decide the type of relationship for each segment, depending on the outcome it wants to
Relationship. | achieve: loyalty, achievement of new clients, increasing sales ... depending on the relationship stated with
the client, they will have a different opinion of the company.
Revenue Are collected from the relationship with the segment. We can find two types:
Streams 9 Revenues coming from concrete payments made by the consumer.



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

9 Current revenues coming from periodic payments in return for the value proposition given by the
company to the consumer.

Key They are the most important inputs of the company, the ones that allow a business to create the value

Resources proposition offered to the consumer. Each Business Model is going to require a different type and amount
of these resources.

Key They are the most important activities necessary for the model to work, and as happened on the previous

Activities step, depending on the business model there will be different activities needed.

Key Partners

In other words, it is about the network built by the company with other partners in order to improve their
Business Model; the reasons to build a partnership are diverse, such as benefiting from economies of
scale, reducing risks or access to determined activities/resources.

Cost
Structure

Setting up a business model comes with a lot of costs, and depending on the type they will be higher or
lower. We can divide them into two main types: according to costs or according to value. The first one is
more focused on reducing costs, while the second prefers to add value to the consumer above all.

As an example, have a look at the BMC used by Apple and Google.

One of the most relatable products of Apple is, undoubtedly, the iPod. Launched in 2001, the machine
won over any other mp3 due to the possibility of connecting it to the iTunes platform, allowing its
users to transfer any content from the computer to the iPod, as well as to buy content through the

Apple store.
KEY PARTNERS | KEY ACTIVITIES | VALUE CUSTOMER CUSTOMER

PROPOSITION RELATIONSHIP | SEGMENTS
Record Labels Hardware
Original Design Music without | Love to the | Mass Market
Equipment Marketing interruptions brand
Manufacturers Costs of

changing




People
Manufacturing

Marketing and Sales

KEY RESOURCES CHANNEL
People Retail Stores
Content and Apple Stores
agreements Apple.com
Apple brand iTunes Store
iPod Design

COST STRUCTURE REVENUE STREAMS

High revenues from Hardware (selling of iPods)
Some revenues from Music (selling music)

GOOGLE

Google’s first and best-known service is its search engine, allowing to look for the desired results on
the internet. Additionally, the company offers other services such as Gmail, or other applications
(Google Calendar, Google Docs...) for free, making money out of the advertising on the internet.
However, even if the company has other products (such as their own mobile phones and tablets) the

highest amount of revenues is still acquired through the advertising procured in the internet.

Gpogle

KEY PARTNERS | KEY ACTIVITIES | VALUE CUSTOMER CUSTOMER
PROPOSITION RELATIONSHIP | SEGMENTS
Distribution R&D: new
partners products, Web Search | Automation Internet Users
Open Handset | improvement of | (browser) (when possible) | Companies
Alliances products Gmail Dedicated sales | wanting to
Original IT infrastructure | Google+ (large accounts) | advertise
Equipment KEY RESOURCES | Targeted CHANNEL Google+ Users
Manufacturers advertising Mobile device
Datacenter Android Google Play | manufacturers
Google brand Google Chrome | Store Developers
Google Apps Global Sales | Enterprises
Nexus products | (support teams) | Mobile Phone
Multi-product Users
sales force
COST STRUCTURE REVENUE STREAMS




Traffic Acquisition Costs
R&D Costs

Data Centre Operations
Marketing and Sales

Revenues from Advertising in websites

Products for enterprises

Nexus Mobile Phones/Tablets

Value Proposition Canvas

Product

Benefits

Features

Experience

Customer

Company:
Product:

Ideal customer:

Substitutes

Based on the work of Steve Blank, Clayton Christensen, Seth Godin, Yves Pigneur

SOURCE: Peter J Thomson, Digital Brand Strategy
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Pattern and example for Medicinal Plants Business Model
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