Designing A Winning Business Model

Business Model
The business model we have decided to apply is “Converting Innovation to Economic Value”. A brief introduction and elaboration of this model is described below.
Business Model vs. Strategy
Chesbrough and Rosenbloom distinction the concept of the business model to that of strategy, identifying the following three differences:
1. Value Creation:-

2. Business model emphasis on how ultimate best value could be captured and which one best strategies should be applied to get maximum output. It also describes how value of business model could be maintained on long term.

3. Shareholder and Business model:- Buisness model only emphasizes upon how it could be applied and how economic value could be maximized. However it couldn't describes how value per share could be increased.

4. Knowledge of Business Model:- Business model only emphasizes upon very short range of knowledge but strategy explains more detailed explanation of situation.
Company Goals:-
a. To be innovative in the market and introduce a variety of innovative products in a dynamic market environment.

b. By more innovative in the market maximize the business profit and utilize.

c. Adopt and implement the global market changes in our own organization and develop innovative and cooperative culture to support the business model.
Industry: Tea And Beverages

Indirect Competitors:-  Unilever, Tapal, Nestle

Idea Generation:-
We shall launch the product in powder form. When this powder is mixed with cold water then it can be served as beverage. While mixing with hot water, it can be served as tea. So, this product might be served as both tea and beverages.
Market/Industry Analysis:-
Recently tea has been produced by Tapal and Unilever. These two players are leading the market of tea industry.

In Beverages, there are many players with variable market share. Market of beverages is very flexible.
Pricing Strategy:-
We prefer to use market skimming pricing strategy. We believe this strategy is best fit for our business model which is converting innovation to economic value. Because our idea is innovative, this pricing strategy will help a lot to maximize our business profit.
Distribution Channel:-
Manufacturer- Distributer-Wholesaler-Retailer

Our distribution channel is well defined. We shall be focusing on making the product available at any retail shop where there is potential customer.
Convenience:-
Convenience is our main concern. We shall try our best to create convenience for our consumers. Consumers will be feel convenient while the time purchasing our product.
Is It Aligned with Company Goals?
Perfectly, our product and business model both support our company goals. Our major goal is to maximize the business profit while utilizing the innovation. Our product is purely innovative with no direct competition. Business goals are designed by keeping into consideration the industry and market taste.

Definitely, our business model is being supported by our goals which are designed by taking in deep thought of our unique business model. Our goals are realistic and can be applied to our employees to work out and get the desired economic output.

We shall implement the global market changes in our market strategies and our employee will have a deep insight of global and domestic market dynamics.

So, our business model is being aligned by our company goals and shall definitely support our business model to get the desired economic output.
Is It Self-Reinforcing?
Definitely, our idea is purely innovative and self reinforcing. Our domestic market taste reflects that innovation is always welcomed and our innovative idea shall help us to support our business goals.

Continuous awareness campaigns of our product will reinforce our business model.

Business model being applied is self-reinforced. Employee will put their extreme effort to create the organizational image which should reflect this business model. Organization policies and strategies will reflect the completion of business model and employees will be committed to reinforce the objectives of our business model.

In terms of selling, pricing, operations and human resource department every perspective of our organization will be implementing the business strategies in such a way which shall reinforce our business model.

We will design our policies and strategies for our following departments in order to have clear reflection of our business model.
Human Resource Department

Operational Department

Sales & Marketing

Finance

Research & Development

Pricing Strategies

Customer Focus
Extraordinary customer service results in higher customer retention which means higher profitability. Seccessfull business model is always a customer centeric business model. But unfortunately  now a days many organizations are forgetting to focus over customer.Many of them emphasizes to cut cost to make their operations more faster and  efficient but customer is important as well. Best valueable customer service is only the short way of getting long term profut and growth.. Forgetting about customers creates many opportunities for competitors to enter into the market.

We shall be having competitive edge in value chain and other departments in order to strengthen and reinforce our business model and to get the targeted results.
Is It Robust?
Be innovative is the long term planning and organization have decided to sustain the competitive edge of innovation through capturing the value chain through its every operational sector.

Research and development will help and play a vital role by sustaining the implementation of policies and strategies planned by considering the business model.

Strategies shall be deeply designed in order to have long term competitive advantage and unique proposition.
Policies vs. Strategies
Policies will short term and strategies will contain long term planning to support to unique proposition and competitive advantage. All policies and strategies shall reflect the business model and organizational culture will adopt these implementations to have the reflection of business model.
Strategies:-
· To capture at least 60% of market share during first five years.

· Introduce and develop cooperative culture in the organization and create deep insight of business goals in our employees.

· Continuously monitoring the global market changings in taste and introduce global market changings into our domestic market based on their physibility.

· Launch the product in five major markets of Pakistan .i.e. Lahore, Multan, Gujranwala, Rawalpindi, Faisalabad.

· Later on target the city of Peshawar and Karachi.

· Always preferring skimming pricing strategy.

· Always proactive rather than reactive.

· Centralized decision making
Strategies Vs. Tactics:-
Strategies are long term planning however in long term it is very expensive for organizations to change the business policies very shortly. So, what organizations do they plan for tactics. Tactics are policies which are for short term period. If one plan fails then tactics might be used to get the desired results.

By keeping into consideration the strategies, we have focused on below tactics.
· Continuously check the market share. If market share can't be achieved as per desired results and then shall launch awareness campaigns and promotions to get people awareness for our product.

· We shall reduce our market size if the required market share is not being captures. We have planned to target five major cities in long term but based on market share we capture in first two years, we shall decided whether to target the same cities or increase the market size.

· Provide incentives and promotional packages to wholesalers and retailers.
Choices Vs Consequences:-
We have listed below our choices and their Consequences
Choices:-
· Selected mass market for innovative idea.

· Planned to use skimming pricing strategy.

· Extensive distribution for product.

· Awareness campaign.

· To create competitive edge, we shall focus on convenience for our product.
Consequences:-
· We are targeting mass market so we are expecting huge demand of our product.

· Skimming pricing strategy will be a supporting tool for profit maximization.

· To create convenience, we shall have to do a lot of marketing and sales efforts.

· Because we are indirectly competing with both Unilever and Nestle, it will be a difficult job to compete with two multinational companies at same time.
Assets
Assets will include both tangible and intangible properties like warehouse, physical stock, vehicle and manufacturing plant etc.
Governance
Governance and decision making should decentralized and maximum authority shall be extended to middle and front line management in order to have clear, precise and quick decision making. This will increase the business efficiency and will create quick respond to customers in regards to any problem.
Consequences, flexible or rigid?
Consequences depends upon choices which we shall made while decision making. Our choices shall support the contents of business model. Choices shall be picked up by taking into consideration their respective consequences. There are certain situations where flexible consequences are required whereas in certain situations rigid consequences benefit a lot.
Strategy Vs Tactics
Strategy is a plan to make exclusive and valuable proposal involving a distinctive set of activities. It involves suggestion of choices company wishes to compete in the marketplace.

This system of choices and their respective consequences is what called as strategy. Actually strategy is contingent plan by utilizing which companies use the business model. Whereas tactics are the alternative strategies which company will use as alternative and these tactics are inexpensive.
Quality
Innovation means a lot of untested variety in the market. Quality product with competitive edge will be introduced with the passage of time. We shall focus over consistency in product which is the other definition of quality.
Trust
We prefer decentralized decision making where authority will be extended to front line and middle line management. Sales and marketing will research in market and suggest the various changes which shall be made in product line in order to be more competitive while R & D must innovates new products and boost the product line in order to sustain the competitive edge.
Shared Information
We shall create the culture of shared information and communication.
Shared Ownership
Ownership will not be shared and employee will not be having any authority to interfere the upper management decisions. Any labor union or work force union shall not be supported. Employees will be getting many incentives instead according to their work performance. However, they will not having any authority to make or involve in decision making which are supposed to be make by top management
Revenue Model:-
Our revenue model is straightforward. Innovation can easily be changed into economic value and profit.We shall use our revenue model as described below.

Promotions:-

Giving a lot of promotions to create awareness among the market will help us to create revenue for our business

Pricing Strategy:-

Skimming pricing strategy is sign of successful collection of revenue on higher profit margins.

Distribution Channel:-

Our distribution channel will be fast and efficient and shall create convenience for our customer to get the product. It will increase the sales which again will boost up our revenue.
Value Chain Structure:-
Value chains encompass the full range of activities and services required to bring a product or service from its conception to sale in its final markets—whether local, national, regional or global. Value chains include input suppliers, producers, processors and buyers. They are supported by a range of technical, business and financial service providers.

We had already explained that we shall focus on innovationa and create value for the end consumer. How? Any innovative product based on consumer need definitely creates value for the consumer. We shall minimize the lead time from manufacturer to the distributor and shall focus convenience and avilabalitiy of our product on all potencial selling spots.

Working with reliable suppliers who give shipment on time is our prime focus. Stock and warehouse management will work professionalier and add value to every part of chain from manufacturer to distributor.
End Markets
End markets are people, not a location. They determine the characteristics including price, quality, quantity and timing of a successful product. End market buyers are a powerful voice and incentive for change. They are important sources of demand information, can transmit learning, and in some cases are willing to invest in firms further down the chain. The value chain ap-proach assesses current and potential opportunities in all possible markets, through interviews with current and potential buyers, and takes into consideration trends, prospective competitors and other dynamic factors.

We shall continuously take feedback from end market consumers let us know how we can improve ourself.
Market Segments:-
We are mainly targeting upper middle, upper middle and upper middle class. Because we are using skimming pricing strategy to support our business model and create economic value, we shall be targetting only on above mentioned classes. We same product for all markets no differenciation in target market. We shall try to catter this segment by personaly selling and a lot of promotions to get awareness of our product.

We are not focussing on too many market segments becuse of limited product line. Only one product is not sufficient to fulfill too many market segments.

We shall target the market geographicall. Our market will be segmented geographically according to income, age and where the consumer is living because greater part of our target market is youngsters.
Value Proposition:-
A business model draws on a large number of business subjects, including economics, entrepreneurship, marketing, operations, finance, and strategy. The business model itself is an important determinant of the profits to be made from an innovation. A average innovation with a great business model may be more profitable than a great innovation with a average business model.
1. Value proposition - a description the customer problem, the product that addresses the problem, and the value of the product from the customer's perspective.

2. Market segment - the group of customers to target, recognizing that different market segments have different needs. At times the possible of an innovation is unlocked only when a different market segment is targeted.

3. Value chain structure - the firm's position and activities in the value chain and how the firm will capture part of the value that it creates in the chain.

4. Revenue making and margins - how revenue is generated (sales, leasing, subscription, support, etc.), the cost structure, and target profit margins.

5. Position in value network - recognition of competitors, and any network effects that can be utilized to deliver more value to the customer.

6. Competitive strategy - how the company will attempt to develop a sustainable competitive advantage, for example, by means of a cost, differentiation, or niche strategy.
Growth Strategies:-
Our growth strategy falls under the belt of “Product development”.

Our product is new and we are targettign to existing market.Because market of tea and beverages has alraedy been developed for this we use growth strategy of” Product development”.

We shall continuously monitor the product's performance during different time intervals. We shall modify the product strategies during different stages of product life cycle.

During the growth stage of product life cycle, we shall use personal selling to create more awareness of our product.

During maturity stage, we shall launch more promotions of our product in order to capture the pending part of market and get more sales.

We shall focus on try to maximize the growth and maturity stage of our product and minimize the introducotory and decline stage.As our product is for both audience liking tea and beverages, we hope our product will enjoy very long growth stage due to high market of tea and beverages.
Competitive Strategies:-
We are focusing over differenciation strategy. Other indirect competitive products don't have thse features together. Although the features of product are same but we are providing one product with multiple features

We are providing tea and beverage within one product. Consumer might serve our product as tea or beverage. Uniliver and tapal both are targetting tea consumers and nestle, coca cola, pepsi etc are major players of beverages industry. We are providing boht features in one product which is our competitive advantage and this advantage lead to differenciate our product from other products.

So, we are focusing on differentiation strategy.
Quality Focus
Innovation means a lot of untried diversity in the market. Quality product with competitive edge will be launch with the passage of time. We shall focus over consistency in product which is the other definition of quality .We are committed to bring the global market changings in our market and we shall lunch every quality product in our market according to possibility of that product.

Indirect Competitors:-  Unilever, Tapal, Nestle
Market/Industry Analysis:-
Recently tea has been produced by Tapal and Unilever. These two players are leading the market of tea industry.

In Beverages, there are many palyers with variable market share. Market of beverages is very flexible.

