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Refine your business model

You are developing a new product and thanks to
using the Value Proposition Canvas you think you
have a potential success on your hands. But how are
you going to get your product to your customers and
move beyond the R&D phase?

« Are you going to manufacture it yourself or
contract that out?

o Who else in your supply chain will you work with?

e How big should your business be?

e Should you develop a service rather than the
product?

“Each of these choices involves a different business
model’ that implies a different set of activities, as well as
the resources and capabilities to perform them - either
within the business, or beyond it through cooperation
with partners, suppliers or customers” (Amit & Zott, 2001).

Understanding and refining your business model*
starts with mapping the activities and relationships
that support and generate returns and potential
profit for your business. To do this simply and
effectively, many businesses use a fool that has
been used worldwide for over 15 years: the Business
Model Canvas (BMC) (Osterwalder & Pigneur, 2010).

In this guide we will cover:

1. Why refining your business model* can help your
business’s success

2. What the Business Model Canvas is, and what
activities it includes that define / help define your
business

3. How to employ a structured approach to
analysing your business

*See Terminology section for explanation

Why use the Business
Model Canvas?

Businesses can be complex. Even with the best
products, there is a challenge to achieve sales
revenue greater than cost of goods sold. The
Business Model Canvas provides a quick and clear
way to lay out how you will profitably deliver your
product to market. It is not just useful on the product
level, but is also a popular strategic tool to design,
develop and update how your entire business
operates.

By mapping out the activities and relationships on
the canvas, you can see a high-level overview of
your entire business on a single page.

This lets you:

a. Centre your thinking on what makes you or
your product unique based on your value
proposition*.

b. Identify the customer segments* who you have
designed the product for, the channels* on
how you will physically get the product to them
and how you will build customer relationships*
throughout the sales cycle.

c. Focus on key activities* that add value across
your production chain, the key resources* and
key partners*to deliver these.

d. Assess if the revenue*is greater then the cost.
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Business Model Canvas
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What is the Business which outline the unique benefits provided to each at delivering the value they create through their

MOdel Cq nvqs'? customer segment*.

The Business Model Canvas (BMC) provides a way
to structure and simplify what a business needs
to do to create, deliver and capture value (Amit

Business models* revolve around capturing value
- creating value through products and delivering
value to the right customer segments*.

product by understanding their market and the
logistics needed to meet their customers’ needs.
However, they often struggle fo capture the value
they create due to value chain pressures. Due to this
‘leak’ in value, small businesses find it more difficult

& Zott, 2001). At the heart of the canvas are the Small businesses are great at creating value to be profitable and to grow. The BMC is designed to
value propositions* for the business’s products, because they are innovative. They are usually good help businesses overcome these limitations.

Creating value
A

Delivering value

« Specific staff skills
o Facilities

Transportation

Financial capital

Knowledge and expertise

Key partners Key activities Value propositions Customer relationships Customer segments
o Raw material suppliers » Recipes * Price « Social media  Specific demographics
« Distributors « Ingredient procurement e Quality - Customer service of customers
« Equipment suppliers and « Production and operations . Taste (online or in-person)
maintenance « Quality control . Convenience « Distributor relationships
+ Marketing partners « Packaging - Functionality
« Research and development « Nutrition
collaborators Key resources Channels

¢ E-commerce
o Retailers
« Distributors

« Cafering and events

Capturing value
AL

Cost structure

Revenue streams

« Ingredients » Packaging materials o Retail sales o Subscription services
o Labour costs o Marketing and advertising » Wholesale distribution
o Utilities » Transportation and delivery o Online sales
o Rentorlease « Equipment and machinery « Catering services
 Insurance o Licenses and permits o Customer orders
Figure 2

Business Model Canvas
*See Terminology section for explanation
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Delivering value

Once you have your value proposition and before you plan how to create your
product, it's important to be clear who your customers are, which is known as
customer segments*. Channels* identify how to physically get your product to the
right customers?*, in the right place, at the right time and in the right format is known
as channels*. Creating value is more than just the sale of products. Thinking about
how you will connect with potential customers, bring new customers on board and
communicate with customers throughout their experience with your businesses is
known as customer relationships*.

HelloFresh recognised the pain points of
decision making and healthy portioning
when preparing meals at home. They
developed a subscription delivery model
with multiple avenues of customer
support. This created predictable income
and a service focus on delivering and
capturing higher customer lifetime

value than other fully-prepared options.

Creating value

Through your products you are creating value for your customers, your partners in the
supply chain, economy, supply chain and yourself. The effort you put into this is a cost to
your business, but if your business model* is designed well that effort will pay off.

Key activities* relate to creating your product and getting it to your customer. This is a
critical step in understanding whether you have all the processes required to identify all
likely costs. Alternatively, you may have added in unnecessary processes beyond what is
needed to deliver your value proposition. This can eat info your profits.

When you know your key activities*, you can review your key resources*. This includes
what is required to make these activities happen within your control.

Understanding key partnerships*is the final area. These can include businesses you buy
raw materials from, logistics partners for transporting finished product and regulators -
particularly if you are exporting. Without these key people you simply couldn’t operate.

A gin producer launching a new line
would review what resources and
activities are required for different
channels* e.g. online sales, distillery
door, retail, farmers markets to see
which will provide the best returns. For
instance, retail retail would require extra
packaging, distribution and labelling
activities, market sales would need
dedicated staff and sales expertise. The
drawbacks and benefits of each can be
compared within the canvas.

Capturing value

This is the hardest one to achieve and determines how the revenue streams* from
your customer segments* and sales channels* will support the cost structure* from key
activities and resources. The money left over indicates how profitable your business
model* could be. This can help identify how to capture value more effectively by
positioning your business and its products so both get more recognition and market
presence.

*See Terminology section for explanation

For the juice brand Emma & Tom’s, a
change to channels* was a turning point
for their business. By taking control of
their own distribution, they improved their
cashflow, reduced stock replacement,
and improved their direct relationships
with retail partners (Waters, 2020).
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Using the BMC with your business

Regardless whether you are starting out with a new ideq, or looking to understand your current business better,

mapping out the BMC building blocks will give you a high-level overview of how your products create value.

Value proposition

following sections.

Delivering value

HH Customer segments

[ Can you identify your customer segments*
for your product? Knowing the specifics of who buys
from you and why they choose your products over
others allows you to look at the most appropriate
channels* and communications options to build
customer relationships*. Use market research and
testing to inform this.

HH Channels

[ how will you get your product to each of your
customer segments*. Perhaps you'll have multiple
channels* for one segment, or find that multiple
segments cross over similar channels*. Think about
things like online sales and retailers.

|_| |_| Customer relationships

[ Define how you interact with customers,
whether through personal service, automated
systems, or community engagement. This can
highlights the touch points required to attract,
understand and transact with existing and new
customers. Think about how different relationships
are best maintained. Map how customers discover
your product, reach your channels* and return to buy
again in the future. This includes business awareness,
evaluation, purchase, delivery, and after-sales support.

*See Terminology section for explanation

|_| |_| Using a blank BMC, first define your value proposition and then continue addressing the
[

Creating value

H |:| Key activities

[ Outline what you actually need to do in your
business day-to-day, from production through fo
delivery. Include your procurement, manufacturing,

and supply chain functions.
Key resources

What do you need to complete the key

activities* above? Think about what is needed for
effective operations: from physical equipment
and facilities for people, branding and working
capital to intfangible (know-how) assets. Consider
management, production, sales, marketing, and
logistics requirements when planning your team.

@ Key partners
Knowing who these people and businesses

are helps identify who will provide resources and
support your operations. Consider raw material
suppliers, distributors, and community organisations
that align with your goals. This could include
ingredient suppliers, co-manufacturers, distributors,
investors or finance providers, regulators and
technology partners.

Capturing value

Cost structure

In cost structure* take the information from
key activities*, resources, partners, and any customer
relationship* and channel costs fo determine
what the total cost to create a product is. Include
fixed costs (e.g. equipment, facilities, salaries) and
variable costs (e.g. ingredients, packaging, wages) to
build a complete picture of the Costs of Goods Sold
(COGS).

Revenue streams

Finally, determine your revenue streams*
by understanding what customers will pay for and
how they prefer to pay, whether through direct sales,
subscriptions, or wholesale agreements.

What have you discovered about your business
model* for your product. What are the top 3 things
that you think would make a difference to your
business or product?

If you have distinct business units that don’t overlap
much, consider a BMC for each. This helps you
balance competing needs, such as paying fair prices
to local producers while keeping products affordable
for customers.
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Key takeaways

Understanding your business model* through the
BMC can give you insights on what drives value in
your business.

Consider Lyka Pet Food, an Australian company
founded to solve persistent pet health issues. In a
market dominated by highly processed shelf-stable
kibble, the value proposition focused on nutritional
intervention for pets with food-related allergies
(Redrup, 2025).

The solution was a new format of flash-frozen whole-
food meals that required an innovative channel*

to reach customers. With a review of customer
segments* Lyka was able to identify a channel*
subscription delivery service and personalised
diagnostic as opportunities. The meal plans
formulated for a dog’s breed, weight, allergies, and
activity levels also incorporated other customer needs
such as portion control and sustainably sourced
ingredients. This problem statement forms part of the
value proposition to developing a business model*
that today has served over 100 million meals (Redrup,
2025).

*See Terminology section for explanation

By breaking things down into the essential building
blocks, the BMC can help you test and communicate
your ideas for business changes and refine the
products you create. You now know how fto:

o Create more profitable products by ensuring your
value proposition, costs, and revenue streams*
work together effectively.

e Map your business model* using the Business
Model Canvas and see how the activities and
relationships of your business connect.

o Identify key assumptions to test early in new
product development.

o Link what you learn from this to the Value
Proposition Canvas guide (R&D strategy guide
No. 4) to give you distinct insights at the business
and individual product levels.

Further information

To learn more about business models* and planning
tools, search for the following terms: business model
innovation, business model canvas, value creation
and capture.
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Terminology

Business model: is the structured approach a
business uses to create, deliver, and capture value—
defining how it generates revenue, serves customers,
and sustains operations.

Channels: how customers discover, purchase, and
receive your products.

Cost structure: all expenses required to operate your
business model.

Customer relationships: types of connections you
maintain with customer segments.

Customer segments: distinct groups of customers
with different needs and behaviours.

Key activities: business activities and functions to
deliver your product to your customers.

Key partners: external companies whose capabilities
make your model possible.

Key resources: essential assets required to make
your business model work.

Revenue streams: the ways your business earns
money from customers.

Value propositions: clear statement of the unique
benefits a business offers to customers—explaining
how it solves their needs or problems and why it is
better than alternatives.
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