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Introduction

¸Why am I doing a talk on business models?

¸My background with startups

¸Introduce the ñBusiness Model Canvasò

- A technique for designing business models

¸Discuss business model patterns

- Using real-world examples

¸Some final thoughts



But First, a Warning

SURGEON GENERALôS WARNING: This 

talk contains no Ruby code. At all. If Ruby

code examples are required for your 

continued health and well-beingéthis is 

not the talk for you.



Why?

Why on Earth Would I Give a Talk on 
Business Models to a Bunch of Ruby 
Developers at a Ruby Conference?



Becauseé

¸Weôre not JUSTRuby developersé
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We Are Advisorsé

¸Working with clients to understand their 
business needs

¸Helping clients to identify and prioritize 
business objectives

¸Advising clients on how to use technology 
to accomplish their business objectives

Understanding business models can help us



We Are Entrepreneursé

¸Many of us have worked for startupsé

¸Or are working for a startup right nowé

¸Or are considering creating our own start -
up

Understanding business models can help us



Snack&Munch

A startup

from Amar

Youssef

(attendee)

Custom

snack packs

delivered
http://www.snackandmunch.com



My Entrepreneurial Background

¸Co-Founded CareerBank.com
- Moderately successful; sold to OnTarget Jobs

¸Co-Founded RubyNation Conference
- Successful non-profit initiative

¸Co-Founded DevIgnition Conference
- Successful non-profit initiative

¸Iôve worked for startups

¸Iôve helped ñincubateò potential startups



This is what

it looked

like when it

launched in

2000.

AND the

businessmodel

worked.



Votridea Contest Platform
A video

contest

fielded with

Votridea

Incubated

By

MetroStar

Systems



What Is a Business Model?

ñA business model describes the

rationale of how an organization

creates, delivers and captures value.ò

- Alexander Osterwalder & Yves Pineur,

from ñBusiness Model Generationò



Some Background

¸Alexander Osterwalder & Yves Pineur

- Did a dissertation on business model innovation in 2004

¸Formed an online community
- The Business Model Hub (costs $ to join)

- Solicited ideas from around the world

1. Identified 9 key business components

2. Developed the ñBusiness Model Canvasò



Key Business Components

The community identified 9 key 
business componentsé 

¸ Value Proposition

¸ Customer Segments

¸ Customer Channels

¸ Customer Relationships

¸ Revenue Streams

¸ Key Activities

¸ Key Resources

¸ Key Partners

¸ Cost Structure



Business Model Canvas
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Value Proposition (VP)

Products or servicesé

¸That create value for customers

¸Solve customer problems

¸Fulfill a customer need

* This is the component techies are usually most familiar withé

we often build the applications that provide value



VP: CareerBank

¸Focuses on accounting, finance and 
banking niche

¸Helps job seekers find jobs

¸Helps employers find job candidates

¸Helps advertisers reach individuals in this 
niche
- The IRS was a regular advertiser



Getting it Wrong

¸Kodak thought it sold filmé

¸Kodak was actually in the business of 
ñpreserving memoriesò

The advent of digital photography 
caused a major disruption for Kodak



VP: Snack&Munch

ñYour online vending machineò

¸Provides a large choice of snacks

¸Sells them as a bulk package (25)

¸Lets users create customized packages

¸Delivers them

¸Supports recurring deliveries



Customer Segments (CS)

Customer Segments are groups of 
customers that have distinct characteristics

¸They have different needs

¸Reached through different channels

¸Pay for different things

¸Have different profitability levels



CS: CareerBank

¸Job Seekers
- Search for jobs 

- Apply for jobs online

- Will not pay for services!

¸Employers
- Search for qualified candidates

- Review online applications

- Will pay for services

¸Advertisers
- Get message out to targeted audience



CS: Facebook vs. MySpace

MySpace
- Market leader in 2007 

- Targeted teenagers

- Interface alienated adults

Facebook
- Targeted wider audience

Result: FaceBook is undisputed heavyweight champ



Customer Channels (CC)

How an organization reaches its 
Customer Segments to:

1. Communicate

2. Deliver its Value Proposition

Focus is on getting the Value Proposition 
to the customer



CC: Two Examples

¸CareerBank.com
- All activities automated through web site

¸Snack&Munch

- Automated through web site
- Catalog of Products

- Ordering of Products

- Product delivery via Fedex



Customer Relationships (CR)

Defines the type of relationship an 
organization will have with customers

Some examples:

¸ Personal ïinvestment banking

¸ Automated ïCareerBank

¸ Community ïLinkedIn

Affects:

- sales

- customer retention

- customer aquisition



CR: EngineYard

Twitter Chain

Response Time: 22 minutes

¸ I had a problem with 
an EngineYard server

¸ I tweeted about my 
frustration

¸ I got an impressively 
quick response



CR: LivingSocial

¸Now that EngineYard 
has set the bar with 
customer support by 
Dr. Nicé

¸ I expect Chad Fowler 
to help me if I have 
any problems with 
Living Social

Photo by Duncan Davidson



Revenue Streams (R$)

Revenue streams represent the cash 
received from a customer segment

¸Transactional Revenue

¸Recurring Revenue


