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ABSTRACT

The business model design has not been highlynedsshin the Nepalese start-ups.
As start-ups face the threat of failure due tock laf suitable business model, this
thesis is intended to examine the business modgjm@nd innovation process in IT

start-ups within Kathmandu valley of Nepal.

The finding shows that most of the start-ups arégly aware about business model
design. Start-ups are yet to focus on all the ®nefds of the business model. The
finding further supports that business model oftatps have evolved in a way like
trial and error, structured effort using renownedtmods and copying of other’s
business model. All the four start-ups taken irs tsiudy have mainly focused on
value proposition and given it the highest prigri§so, 3 out of 4 start-ups have
given second priority to customer segment of bissmaodel canvas. While financial

aspects are regarded as the least important asjfdunisiness model.

The study revealed that the changes occur 3-4 tmitbén the first year of business
model innovation process with iterative processcl@racterized by a stronger
changes in the beginning, including 20 building ckl® per change and a slight
declination in the following changes. During thesti year of business model
innovation process customer feedback plays a vabl to change the customer
segments. Similarities between the start-ups, teguency of business model
changed and finally antecedents that cause thegeham business model were

observed during the first year of business modsigmheand innovation process.

This study advances the research of business nuedayn for start-ups by adding
new findings to existing literature. Moreover ieates framework for further studying
and made recommendation on how the process campved by pointing out

important task in the process of business modefjdesd its innovation.
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CHAPTER ONE: INTRODUCTION

1.1 Background

Starting a company is a complicated and challentasl. During the early years of
an organization, the entrepreneur has to make macaigions that will influence both
the business and product. Moreover, the decisickingahas often to be done within
the constraints of money and time. Studying busingeodel design in

entrepreneurship could facilitate these decisions.

Start-ups are seen as innovative and flexibleenatcomplishment of their operations
but still nine out of ten start-ups fail, withinetlirst 18 months (Roth, 2016; Griffith,
2014; Wagner, 2013). According to the diagram of ©Bibby Brain)insights, that
summaries an analysis of 101 start-ups about tmons of venture failure, the need
or lack of a business model, being on the 7th posih the ranking, is one of the top
ten reasons why start-ups fail (Griffith, 2014). dddition to these difficulties, IT
companies are confronted with rapidly moving makeimerging new technologies
and changing customer demands, causing the neethdse companies to become
more flexible and adaptive towards change (Mitclagltl Coles, 2003; Demil and
Lecocq, 2010; Trimi and Berbegal-Mirabent, 2012;, 2016).

Over the past decade researcher and practitiorsers bome together around the
business model concept. Business model researah dsnfluence of strategy and
entrepreneurship research (Demil et al., 2015)mFam entrepreneurial perspective,
the entrepreneur is the one who recombines alrexiting elements into novel
forms (Schumpeter, 1934). While as a strategic ephdusiness models help expose
how practitioners can tap into new markets and dppdies by innovating on this

system-level construct (Amit and Zott, 2001).

Despite the importance of the topic, combining bess models and entrepreneurship
have been a topic clearly absent in business rm&se#lvhile the business model
concept is highly prioritized by the entrepreneugammunity, it has yet to be
acknowledged by the scholars to the extent it oughbe. While studies have
concluded that the characteristics of new ventudker from incumbent



organizations in several ways, the implicationstf@ business model design process

have largely been ignored.

Business model research is at the confluence aitegly and entrepreneurship
research (Demil et al., 2015). From an entrepreakperspective, the entrepreneur is
the one recombining already existing elements maeel forms (Schumpeter, 1934).
While as a strategic concept, business models dygpse how practitioners can tap
into new markets and opportunities by innovating this system-level construct
(Amit and Zott, 2001). Together in theory, entreymears take already existing ideas
and concepts and reapply them into niche or inmediusiness models. This then
allows entrepreneurs to create and hopefully captatue from serving new markets
or opportunities. Therefore, the purpose of thisik is to uncover and examine the
processes that start-up entrepreneurs go through ddsigning and developing their
business models. Otherwise put it is to understaowl entrepreneurs got to know;
what processes did they utilize or follow in gegtiio the business models that are on
display today. This is done with the intent of ghaaring the kind of development that

might ultimately lead to a unique or innovative iness model.

1.2 Problem Statement

In the context of the fast-paced, uncertain and-ekianging world, the business
model for startups companies operates, where lasimeodel design serves a
purpose. Furthermore, Amit and Zott (2007) have agad to show that business
models create large values for entrepreneurs. Baséldis, it is easy to argue for the
value of business model research in entreprenecwiatiext. Osterwalder (2004) has
created a framework, explaining the components diusiness model. While this

framework has received high praise in academlestyet to be applied in Practice.

Most of the start-ups face a substantial risk dfifa due to lack of a flexible business
model that needs to be developed in a short paiddne to keep up with market

development. As start-ups also face resource liiorts, they need to perform an
effective and efficient process of business modabvation, to be able to create a
business model that will commercialize their innowa and to keep them adaptable
to market changes. The increasing attention obtiseness model is a fortunate trend,
taking into account the likely importance that sduousiness models have firm

performance.



Teece (2010), for example, argues that the lagblmist, thoughtful business models
was a key factor for the failure of many IT firmm/olved in the dot.com crisis at the
turn of the millennium. Business models and busimaedel innovation appear to be
fundamentally connected; understanding the busimegtel helps a manager identify
the variables in the organization that can be nedlibnd thus subject to innovation.
In this sense, the business model can effectivelyrdgarded as the very tool a

manager can apply in order to achieve innovation.

In this globalized world, Nepal cannot be far frenend that is happening around the
world. Most of the startups are also following wiahappening outside world. For
example, Tootle, pathao, Hamrobazar, daraz etc.f@l@wing existing business

model. But they are competing themselves. Howeveerostartups which are not
succeeding are also running startup. Some staagpdoing well while some are not.
Many new startup founders throw around the ternsitess model” when discussing
and planning strategies for their venture. Questide “What business model works
best with my idea?” or “How do | know if my startigousing the right model?” are a
few questions founders need to consider which uliimately impact the overall

success of their venture in the long run.

1.3 Objective

1.3.1 Main Objective

The main objective of this thesis is to observermss model design and innovation
process regarding its characteristics in termstadtywhen, and why changes occur in

IT start-ups within Kathmandu valley, Nepal.
1.3.2 Specific Objectives
This thesis aims to address following specific otijes:

* To observe how IT startup designs their businesgemo

» To examine the parts of business model changedtlaid effect on other
building blocks

» To examine how often changes the business modelvaat are the cause of
business model change.



1.4 Research Questions

The researcher’s interest and experience, in gpaand business model design led to
the wide research scope of business model desigevinventures. Understanding the
process of business model design in start-ups,dvool only shed some light on the

process itself but also facilitate for start-upghe future. While all businesses have a
business model, the business model design is rossearily a structured process.
Hence, this generates the first part of researelstiqns.

* How do IT start-ups design their business model?

* What are the focus areas of the business model Whetart-ups engage in
business model design?

* How often changes of the business model occur?

* How many building blocks in the business model gegper event?

* What parts of business model change and what c#usss changes?

1.5 Limitation

The application of a qualitative research desigthvé case study approach also
comes with weaknesses and limitations. In gengtallitative research based on the
case studies is often criticized for its deficiescin scholarly consistency and referred
to be just “anecdotes and stories” and therefark ilatensively in validity (Gioia et
al. 2013; Stuart et al. 2002). Eisenhardt and Grael§2007) state multiple case
studies are “less precise, objective, and rigotbas large-scale hypothesis testing”.
Yin (2014) points out that scholar see case stuaseguestionable rigorous because
the results of case study research can be congciousnconsciously influenced by
the researcher due to the researcher performsesahgl or does not “follow

systematic procedures”. Besides above, followingtéitions have been observed.
* Most of startups do not want to reveal their bussn@odel
* This research is limited within Kathmandu valley

* To reduce the amount of data that may create tqooeimensive theory, only

four start-ups have been chosen.



CHAPTER TWO: LITERATURE REVIEW

2.1 Business M odels

In the literature as well as in corporate practieeterm business model is not clearly
defined (Trimi and Berbegal-Mirabent, 2012). Dueittomisuse of the related term
business strategy, there is the need to distingoisiness strategy from business
model before narrowing down business model in Hef@hesbrough and
Rosenbloom, 2002). A business strategy defines rédationship between the
company and its ecosystem, thus acknowledged ageatdor and environmental
centric (Pynnonen et al. 2012; George and Bock,1P0Ih contrast to this, the
business model is examined to be a tool to impléertienbusiness strategy (Pynnonen
et al. 2012). Moreover, the business model is damed as an instrument to exploit
opportunities, therefore conceded as opportunityree (George and Bock, 2011,
Amit and Zott, 2001).

The concept business model is a rather new toglimbusiness research. Emerging
from the dotcom era, the term “new economy” wagonhiced to describe how
Information and Communications Technology (ICT) gamies reshaped the business
environment, with impacts well outside their ownrkeds (Amit and Zott, 2001).
With new technologies, new possibilities opened lgnce, leading the way to a
dramatic increase in research concerning busines®lsh While ICTs introduced the
concept of business models, it has been separa@d€Ts since, and is now studied
within all forms of organizations (Osterwalder, 20@8mit and Zott, 2012). The main
explanation to the interest in business model stieoms research finding correlation
between companies’ competitive advantage and issnbss model (Hamel, 2000;
Morris et al., 2005; Amit and Zott, 2008). Tablesiows the definition of Business

model by different authors.

In practice, the business model is used to analge&panies in order to get a deeper
insight in the firm’s activities (McGrath, 2010)h@& core task of the business model is
to commercialize the innovation in a way that tleenpany can capture the highest
possible value from it (Chesbrough and Rosenblo@6(2; Chesbrough, 2007,

Teece, 2010; Zott et al, 2011; George and Bockl12Chesbrough, 2010 ;). In other

words, with the business model a company createsaa link between innovation



and value creation. Teece (2010) goes even fuathémunderlines that enabling value
capture from innovation is the main task of a bessnmodel as it defines how to go

to the market and how to capture value.

Table 1: Business model definitions

Author Concept Definition

Timmers(architecture) ArchitectureThe business model is “an architecture of
the product, service and information
flows, including a description of the
various business actors and their roles: @
description of the potential benefits for the
various business actors; a description of
the sources of revenues”

Amit and Zott(2001) Structural | The business model is “the content,
structure, and governance of transactions

template .
designed so as to create value through the
exploitation of business opportunities”
Chesbrough and Framework | The business model is “the heuristic logic
Rosenbloom (2002) that connects technical potential with the
realization of economic value”
Johnson et al., (2008) The business model “consist of faur

interlocking elements that taken together,
create and deliver value”. The four
elements referred to are: value
proposition, profit formula, key resources
and key processes.

Casadesus-Masanell and Structural The business model is “the reflection of

Ricart(2010) template the firm’s realized strategy”
Osterwalder and Conceptual | “A business model describes the
Pigneur(2010) tool rationale of how an organization creates,
delivers, and captures value”
Amit and Zott System “The business model is an activity
(2010) system that is designed and enabled by a

focal firm in order to meet perceived
market needs and thereby create value
for all stakeholders involved: customers
strategic partners, suppliers, and, of
course, the focal firm”




This commercialization of the innovations value imsportant for companies as
research has proven in recent years that it isabout technology anymore through
which companies can create a competitive advantbge,a business model that
ensures the fit mentioned (Teece, 2010; Chesbrd@fv; Morris, Schindehutte and
Allen, 2005; Chesbrough and Rosenbloom, 2002).

In recent years, there has been considerable sbtevé business models in
entrepreneurship, for instance, George and Bock1(2p.102) describe the business
model as a significant part of the “entrepreneuanbhctment process”. However,
start-up founders are often considered as “spstsaln the technical area of the
innovation”, but lack in the design of a businessdel (Garcia-Gutiérrez and
Martinez-Borreguero, 2016). In this context, mamgnfeworks for designing a
business model exist. The most famous one is tr@nBss Model Canvas from
Osterwalder and Pigneur (Spieth et al. 2014). THem®meworks provide insights

about the business model design itself.

2.2 Purpose of Business Model Innovation

As the increased research on business models fsedradinked to the emergence of
the internet (Osterwalder et al. 2005), shifting tbcus from product innovation itself
to business model innovation might be also conetciéhe emergence of the internet
and the availability of new technology. Consequgritie research on business model
innovation was firstly related to topics like e-mess, information technology,
technological innovation and strategic aspects sisatompetitive advantage and firm
performance (Zott, Amit and Massa, 2011; Amit aradtZ2001). (Osterwalder and
Pigneur, 2010) further mention that the aim of bass model innovation emerges
from four purposes: “satisfy existing but unanswlerearket needs, to bring new
technologies, products or services to market, tprawe, disrupt, or transform an
existing market with a better business model, mréate an entirely new market”.

Nevertheless, the main reason why the developnfemnhew business model became
So important, relates to the fact that technoldgimaovations do not create value on
their own (Chesbrough, 2010; Chesbrough, 2007; @bagh and Rosenbloom,
2002). It is not only about creating a disruptivenavation anymore, but rather

creating a new business model that commercializissnovel invention because the



right business model creates a fit between theevaloposition and the customer

needs.

Besides the potential to generate a competitivearidige through business model
innovation, another advantage that researchersitanéfied, is its positive effect on
firm performance. Several studies found evidencat tbompanies undertaking
business model innovation perform better than theee do not (Cucculelli and
Bettinelli, 2015; Aspara, Hietanen and Tikkanenl@O0Zott and Amit, 2007; Pohle
and Chapman, 2006; Mitchell and Cole, 2003). Milicteand Cole (2003), for
instance, concluded in their study that top perfoghcompanies frequently improve
or even reinvent their business model. They fingliatso included that companies
that made changes in their business model evepndegear were the most effective
ones (Mitchell and Cole, 2003). Contributing tosthCucculelli and Bettinelli (2015)
observed the linkage between business model inimovatnd investments in
intangibles and concluded that business model iathmv itself has a positive impact
on firm performance with a rising effect the higliee degree of novelty. Another
study about this research topic has been condistespara and colleagues (2010).
They examined the distinct impacts of business inoa®vation and replication in
small and larger firms and found that large firman cimprove their financial
performance rather through business model rephicatthan business model
innovation, whereas small companies with the foonsbusiness model innovation
rather than replication, experience solid incregsmofits (Aspara et. Al 2010).
Consequently, business model innovation is an itaporactivity of companies to

stay competitive and increase its profitability.

2.3 The Literature Gap and Relevance of Resear ch

As mentioned above, current research on businegglmesign and the development
process only considers the steps to be taken tbrayatone business model to a new
one or what stages a company goes through. Howexmre of those studies
conducted a closer observation on the iterativeracheristic of the process of
business model innovation. Another gap is that nibstature is conducted on
established company and not on start-ups, howagemany studies acknowledge

business model innovation as an entrepreneurialsgatt-ups can be considered as



most suitable for conducting research on the psooésusiness model innovation
(George and Bock, 2011; Zott and Amit, 2010; Fos$ Saebi, 2017).

Hence, this thesis aim to fill this gap by condugtiresearch on the process of
business model design and innovation in start-agarding its characteristic in terms
of when, what and why changes occur. Therefore,research study includes the
description and visualization of the process ofifesss model innovation in start-ups
and the discovery of the patterns in it, by examgn{l) how often changes of the
business model occur, (2) how many building blockshe business model change
per event, (3) what parts of the business modehgdd, (4) what caused these

changes.

This research is theoretical relevant as dynamiapt@oh processes towards
environmental change, such as business model itinayare tremendously complex
(Miles et al. 1978). By observing different processn patterns in organizational
behavior, the complexity of these processes camliimnished and the adaption
process described or even forecasted (Miles e138). In this context, Langley

(1999) points out that especially the researchaitepns within the temporal order of
sequential events is vital for the development ofcpss theory. By providing

knowledge about how these adaption processes, aitiusiness model innovation,
move and due to what reasons, decision makersveekabwledge in terms of “what

to do, at what point in time, in what context” (lghay et al. 2013). Thereby, this
research can contribute to a better understandirntheoprocess of business model
innovation by visualizing the processes of fourtst@s and identifying patterns in
those visualized processes and by that provide méwemation on the characteristic
of the process of business model innovation reggrdihen, what and why changes

occur.



CHAPTER THREE: THEORETICAL FRAMEWORK

This chapter reviews research on business modelasatleveloped by Osterwalder
and Pigneur (2010), Business model Innovationsjriéss model in new ventures,

Business model practices and visualizing the poébusiness model development.

3.1 Business Model Canvas

(Key (Key (Value (Customer | (Customer
Partners) Activities) | Propositions) [Relationships)| Segments)

¥
Ll

g
(Key (Channels)
Resources)
&p r
(Cost Structure) (Revenue Streams)

Figure 1: Business model canvas by Osterwalder

The business model canvas has been created byv@lster and Pigneur (2010). And

since then this model has been experienced highptance in the research area for
business model. Most of the entrepreneurs, managetsscholars have been using
this model as business model tool. The creatoe#f lefine the canvas as “a tool for

describing, analyzing and designing business mbdeld instrument that guarantees
a “shared language” during business model innormatias “simple and easy to use”

and can be used as an instrument to improve “Teamspy, creativity and

innovation” as it enables iterative enhancementr{idez-Borreguero, 2016).

The canvas has four pillars named as Product/d@fesfomer Interface, Infrastructure
Management and Financial Aspects (Osterwalder ateBr, 2010).
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3.1.1 Product

The business model pillar Product includes evemgha company offers to its
customers. It includes all aspects of productssamdices the firm produces as well as
the way the company diffuses itself from its custosn The element composing this
pillar is Value Proposition.

Value Proposition

A Value Proposition is an overall view of a companpundle of products and
services that are of value to the customer. Theevptoposition defines how a firm’s
offer, and as such its product/service perceivestorner value, differs from its
competitors (Lindic and Marques da Silva, 2011).rdtvolves around perceived
customer value, existing of two variables, percgilaenefits and perceived costs.
Perceived benefits are correlated with charactesisteatures and functionalities of
the product or service (Afuah and Tucci, 2003).cBeed costs are not only the
actual price of the product, but also other addalocosts such as time, search and
effort (Slater and Narver, 2000). Chesbrough anseRbloom (2000) define the value
proposition as a description of core customersblenm, and a proposed solution to

mentioned problem that generates value to the gt

While research is clear concerning what the valmpgsition entails, studies have
shown that companies have found it complex adoptingrailoring the value

proposition is not always easy, and scholars hhee/s that companies often designs
value propositions revolving around what is offetedhe customers, rather than how
the offer creates value for the customers (ibidgwelver, a clear value proposition
should not focus on the products features or offgi but rather on the customer

experience concerning needs and wants (Barnesz2G9).
3.1.2 Customer Interface

How a firm interacts with its customers—is the ouasér interface of a business
model. The type of customer interaction dependbiawm a firm chooses to compete.
For a new venture, the customer interface thataooses is central to how it plans to
compete and where it is located in the value clodithe products and services it
provides. The three element of customer interfagegustomer relationships, Channels

and Customer Segments.
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Channedls

Distribution channels are the connection betweeorapany’s target customers and
its value proposition. It does not focus on howdistribute goods or services to
customers, as could be misinterpreted by its néuetather on how communication
is committed concerning marketing and sales, emuptie business model. There is
a wide variety of distribution channels for a comp#o incorporate. Historically, the

element being divided into either direct or indireontact with customers, direct
customer contact indicating the use of a salesefdeoc establish connection with

customers and indirect customer contact usingrrgdraries.
Customer Relationships

It concerns the connections a firm creates witltutstomers. Customer relationships
are of immense importance for any corporation ass itore in profit creation.
Defining, what customers to target, how to readnthand how to maintain them as
customers all boils down to Customer Relations Manzent (CRM). CRM can be
described as the process in which company’s seggatagh-value and low-value
customers for the purpose to profit on differermgrsents in different ways.

Customer Segment

Identifying the target customer is a key in a bassymodel and this sub-component
focuses mainly on segmentation. Efficient custorsegmentation is a key when
allocating resources, to target customers in liith the company’s value proposition
(Osterwalder, 2004). The sub-component has trawdilip been further divided into
business-to-business (B2B) and business-to-cust¢B®2C). However, companies
implementing new innovative business models, madidyen by ICT companies,

have led to a new layer of customer segmentatidrtangeting.
3.1.3 Infrastructure Management

The pillar named Infrastructure Management concbkavweg a firm creates value to its
customers. It consists of three sub-components:géetners, Key Activities and Key
ResourcesAllee (2000) defines the infrastructure managem@tiar as a value

network generating economic value through exchanggsveen enterprises, its

customers, suppliers, partners and community. Tifieastructure management is
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centered around the key activities to deliver thad value proposition (Osterwalder,
2004).

Key Partners

The business model element Partnership refersetmebhwork of partners a company
aligns itself with. Moreover, it is argued that ampany does not necessarily be
perfect in all dimensions, as long as it managebawe partners assisting them in
economies of scale, reduction of risk and unceaiand acquisition of resources
(Osterwalder, 2004).

Osterwalder and Pigneur (2010) distinguish fouegypf partnerships important for a

successful business model.

» Strategic alliances between non-competitors
» Strategic partnerships between competitors
» Joint ventures

* Buyer-supplier relationships

Key Activities

These are the crucial things the business needis to deliver on its propositions and
make the rest of the business work. For a prodaeéq business, this probably
includes ongoing learning about users and new tguba to build better product. If

you're focused on doing a bunch of things for atipalar set of customers, this
probably includes maintaining superior expertisetlo®m segment(s) and creating or
acquiring products and services that are a goqdwhiatever that entails. For an
infrastructure business, it probably includes kegpthe infrastructure working

reliably and making it more efficient.
3.1.4 Financial Aspects

The financial aspect is the last pillar on whick thusiness model sits. It consists of
two different sub-components: cost structure amnemae models. This pillar is
dependent on all other sub-components in the bssimedel, as they will influence

the financial aspects (Osterwalder, 2004).
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Cost Structure

The Cost Structure is the representation in morieglldhe means employed in the
business model. It concerns all costs that are rgate from the other sub-

components. Osterwalder (2004) defines the casttsire as “all cost the firm incurs
in order to create market and deliver value taitstomers”. The importance of low-
cost structures is different between business nso@sterwalde rand Pigneur (2010)
suggests that business models can be reviewed specirum ranging from cost-
driven to value-driven. Cost-driven business modetsises on minimizing cost, so
that the company can increase the perceived custesthee with a low price. Value-

driven business models on the other side of thetspefocuses on maximizing the
value for the customers, often by increasing pekoation. A lean cost structure is

more important for cost-driven than value-driversiness models.

Revenue Models

The revenue model is the sub-component in whictioousr value transforms into
money. The internet revolution has put increasedgsure on pricing as transparency
has increased (Kocas, 2002). However, this hatoled increased number of pricing
mechanisms (Klein and Loebbecke, 2000). OsterwalddrPigneur (2010) provide a

list of the most common pricing mechanisms being:

* Asset sale/ Usage fee
» Subscription fees/Lending/Renting/Leasing

» Licensing/Brokerage fees

3.2 Business M odel I nnovation

The idea that business models can be reinventeitinovated, is straightforward if
aforementioned definition of business model comptsas accepted. However,
business research has not noticed the subjectrenght years (Frankenberger et al.
2013). Research suggests that business model imm\(@MI) involves changes to
business components, when striving to achieve agpetitive advantage (Amit and
Zott, 2001; Chesbrough, 2010; Demil and Lecocq,020kece, 2010). A wide range
of researchers has since accepted this definitttowever, the debate on which

components the business model entails has beemngnas previously mentioned.
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Casadesus-Masanell and Ricart (2010) argue than ndaivers of BMI are
globalization, deregulation and technological cleanghey further argue that these
drivers have reshaped the competitive landscapeinfpfirms to seek new ways to
increase competitive advantage. The second phermmairiving BMI are
organizational efforts to enter new markets in emg economies, targeting
customers with low purchasing power, commonly meigrto as “the bottom of the
pyramid” (Prahalad, 2010). Innovation was for |laag activity solely performed as
product or service innovation. However, as the @esd value of business models
has increased, developing a business model thatinmzas the company’s

competencies is now a top priority (Anthony, 2012).

3.3 BusinessModel in New Ventures

The business model has received little focus innaess research compared to the
high praise it has received in entrepreneurial tmaqGeorge and Bock, 2011) and
research has often been committed studying busmesels and entrepreneurship as
separate topics (Trimi and Berbegal-Mirabent, 20¥2hile there is an arguable gap
in business research, the importance of businesielsidor entrepreneurial firms is

large (Amit and Zott, 2007).

Early research on entrepreneurship shows the fleyxitof start-ups, being less
controlled by earlier decisions and resources, thaore established firms
(Stinchcombe, 1965). This has implications for hass models of entrepreneurial
firms as they can construct the business modets §aratch. Brown and Gioia (2002)
argue that an advantage for start-ups is that ¢dingpanies can try multiple business

models simultaneously, opposite to larger firms.

Hite and Hesterly (2001) show the value of busimesedel design for entrepreneurial
firms and argues that the performance of the ergrgurial firm is critically reliant
on boundary-spanning organizational activitiesaatecedent to the business model.
Ireland et al. 2001) further emphasize these figslwwhen arguing that early business
model design in entrepreneurial firm is the maason for the firm’s existence, as the
entrepreneur’s agenda is to change industries trgdincing new ways of doing
business. Aldrich (1999) introduces the idea thatt-ips replicate business models
of existing firms, further emphasized by Zott (2p8Bowing that imitative business
models often are centered on minimized costs. MitiGeand MacMillan (2000)
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propose that while this might be the case, evetatime entrepreneurial firms adapt
their business models to fit market needs. As schohave agreed upon the
importance of the business model for entreprenkeuveiatures, research has focused
on more aspects of the business model of the maw fi

3.4 Business M odel Practices

The recent increase in research concerning theéssimodel has introduced several
practices for business model design that has gamnéespread attention. Trimi and
Berbegal-Mirabent (2012) argue that the entrepnealelusiness model design
process can be divided into two main phases. Teeghase is characterized by trial-
error dynamics and is called the business modeégjdlestep. During the first step the
entrepreneurial venture tests several hypothesgsdiag its product/service, or its
internal processes, to formulate a robust businesdel. The second phase concerns

application of the business model being designedarfirst phase.

Organizational theory argues that organizationseraber by doing (Nelson and
Winter, 1982) and the most efficient way for anagation to change, and learn,
according to Sosna et al. (2010), is by trial-amdreexperimentation. Research on
similar concepts, such as experimentation (Ahujh leaampert, 2001), improvisation
(Moorman and Miner, 1998) and learning-by-doing r{fMiand Bygrave, 2001) has
further fueled concept as key in handling changlagands. A study by Sosna et al.
(2010) highlights the value of trial-and- error pesses in business model innovation,

arguing that it is key lever for successful BMI.

While aforementioned studies have mostly focusedaoger firms, the link to new
ventures has not been researched to the same.extetitermore, young companies
will face many challenges they have not faced legfand as young organizations lack
resources and experience, forcing them to impro{dséra et al. 2006). Hence, it is
easy to argue that the extended agility of thet-sgarwould further enhance the
possibilities for trial-and-error experimentati@md the value stemming from it.

3.5 Visualizing the Process of BM|

In this framework, changes in the business modelvewed as the sequential events
to draft the business model innovation processbiésiness model innovation is a

continuous process research laid focus on theyiat since the draft of the very first
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business model. In order to visualize the busimesdel innovation process of each
start- up for the within-case analysis the BMI RyxggDiagram as shown in figure 2 is
created. The ‘BMI Process Diagram’ shows the amofimhanges in their temporal
sequence in the timeframe of one year in relatonaw many building blocks in the
business model canvas were modified in each evesttamge. The x-axis depicts the
timeline in months that displays how often and imck temporal sequence the event
of changing the business model occurred in thega®of business model innovation
of each start-up. As the business model canvassterd nine building blocks the y-
axis counts from one to nine. For instance, sligctianges in the building block
‘revenue streams’ are less intense then changesvaral building blocks. Also,
radical changes in one single building block ineotuite likely further changes in the
other building blocks of the canvas, such as tledus proposition’ that then might
further cause changes in the other building bloeksthe ‘Customer segments’, the
‘channels’, ‘key resources’, ‘key activities’, ‘dostructure’ and ‘revenue streams’
might need adaption. Moreover, in each event ohghs, antecedent and the building
blocks (abbreviation BB) that dominate the chandewe been determined.

BMI PROCESS DIAGRAM: FICTIONAL APPLICATION

g Anlecedent.
Dominant BMC BB:
] Antecedent: /
Dorinant BMC BB: rd

1 Antecedent:

Dominant BMC BB:

AMOUNT COF BUILDING BLOCKS PER CHANGE

0 1 2 3 4 5 6 7 8 9 10 11 12
TEMPORAL SEQUENCE OF CHANGES (IN MONTHS)

Figure 2: BMI process diagram
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CHAPTER FOUR: RESEARCH METHODOLOGY

4.1 Resear ch Approach and Design

This study is mean to be an exploratory attemglisttovering the process involved in
designing and developing a business model innavatiocess. A qualitative research
design is a deliberate choice for a multitude @sons. Qualitative method is well
intended when researcher aim for “how certain phesma have come to happen. And
when the research questions asked seek to uncdwarisvhappening and how it has
come to happen, a qualitative research design & appropriate (Myers, 2013). Also
considering that the business model is relativelyng management concept, and its
development and innovation is both ‘complex anduamgifiable’ (Myers, 2013), it is
recommended that a qualitative research approachurukertaken to obtain a
“complex, detailed understanding of the businesdahdevelopment and innovation
issue (Creswell, 2013).

For conducting research about business model designinnovation process in IT
startups, qualitative research approach based casa study research has been
applied (Gioia et al. 2013; Eisenhard, 1989). ¥2614) indicates that case studies
are used when the researcher aims to make serfseroplex social phenomena”,
such as process theory (Miles et al. 1978). Fumbeg, case studies are especially
suited for solving research questions that addiess” and “why” problems and are
particular appropriate for extending the knowleddmut dynamics and processes
(Yin, 2014; Eisenhardt and Graebner, 2007; Eisatihd®89). In this context, Gioia
et al. 2013 and Yin (2014) point out that espegipliocesses are more about how
actions are carried out and what experience areedawhich can only be discovered
through qualitative research. As our research guestoncerns how this research
apply relatively new concepts of business modetslarsiness model designs to new
ventures within a specific industry, IT and a spedocation Kathmandu, this thesis
targets to shed some light on relatively new phesmaanof Business Model Design
and their Innovation Process within the IT stagisAss the research question concerns
how start-ups design business model and its inf@mvairocess is characterized in
terms of how start-ups design and when, what angdaeklanges occur, therefore case
study approach is carried out as the most apprtepoize.
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The aim of the research is to identify patternstia process of business model
innovation, observing several start-ups is necgsgarcompare several processes.
Additional advantages by applying a multiple caselyg approach are that the “theory
is better grounded, more accurate and more gepadd’ (Eisenhardt and Graebner,
2007). Moreover, multiple case studies generateemmobust and empirical valid
theory as the theory is built upon a broader rasfgempirical evidence (Yin, 2014;
Eisenhardt and Graebner, 2007; Eisenhardt, 1989¢omparison with single-case
studies, multiple case studies appear also lesserablle because the conclusions
drawn from the analysis is more meaningful as thgjueness of a single-case is
eliminated (Yin, 2014). Therefore, a multiple castedy benefits from analytical
strength (Yin, 2014). As it is suggested by Eisedh@l989) to use a sample number
between four and ten, four samples of start-upsg ha&en chosen.

4.2 Selection of Study Objects

The study objects of this thesis are the businesdeta employed by innovative new
ventures. Business model of the start-ups is theainanalysis. In order to select
startups as case studies sample universe is deaittedhe sample size (Robinson,
2014). Afterwards purposive sampling strategy heemnluse to take samples.

In terms of sample size, 4 start-ups have beewrtseleAs there is no perfect amount
of cases a researcher can take, experience ofrchses have shown that an amount
between four and ten cases for multiple case studisuitable (Eisenhardt, 1989). In
terms of participants per start-ups founders omass managers have been called for
interview as they are the ones who were respontibheake changes in the business

model.

When sampling case start-ups, purposive sampliagesty has been used, the certain
start-ups have been excluded which has not beendf@dequate, for example
technology consultancy start-ups, as their offer;got a technology. Start-ups has
been contacted by email including a cover lettet thescribed the research project,
the benefits the start-ups can get by collaborating

The sample Universe to select cases was framedigirc factors. The companies
registered in Company of Registrar are chosenisdtudy, were carefully selected

based on set of pre-requisites. These pre-regeliigiexe created in order to have
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homogeneous selection as possible to vyield relevasights. The following

evaluation pre-requisites are used in when acagssencompanies:

» Companies from Kathmandu valley

» Companies working with IT solutions/tools

* Companies in line with the definition of innovation
» Companies not older than 3 years

* Companies under different NSIC codes.

Table 2: Overview of four Startups Company

Company Industry Main Product

Medikoma IT Online platform to book appointment fdoctor
(Medical related software)

Paaila IT Production of artificial intelligent human fridly

Technology service robot, restaurant chain

Third Eye Tech | IT Child incubator, drone serviced ather technology

Cell App IT Incubation to Start-ups, Smartpalikg ap system

4.3 Selection of Interviewees

The selection of interviewees is based on findimg pperson at every company most
suitable and probable to give elaborative answegiestions asked. In order to do so
founders of the companies chosen were decided tadst suitable. The interviewer
contacted the interviewees directed to set of weers. The following table shows

short presentations of the interviewees of thidystas well as their title.

Table 3: Short presentation of interviewees

Company Name Title

Medikoma Matrika Adhikari Business Manager
Third eye tech ShamhuSiwakoti Founder

Paaila technology Narayan pd Nepal Engineer

Cell App Manoj Bhattarai CEO
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4.4 Data Collection M ethod

In order to actualize this qualitative design, dlaaefined data collection procedure is
followed. The initial task was to reach out to ©#fiof Company Registrar and collect
overall company registered. Then the companiesrdiogp to National Standard

Industrial Classification (NSIC) codes have bededed. So, an hour-long interview

with IT officer of Company of Registrar is perforthe

Table 4: Start-ups with their NSIC code

NSIC Objectives Company

code choose

0004 Web sites related works MediKoma

7210 The activities of computer hardware consulliRgaila
services Technology

7290 Other creators related to computers that ateim| Third eye tech
classification

004 Incubation to start-ups/software/websites eelatork | CellApp

Innovation

In-depth interviews with the company’s entrepreseur founder were conducted as
this allowed for the elicitation of the “personalkperiences and motives”

entrepreneur. The interviews are taken in plageeirson and over the phone.

Primary Sources

The primary sources used in this thesis are sdlaked on the outcome of semi-
structured interviews with the aforementioned resiemts, as well as a follow up
email asking one additional question regarding shilees in their business model

design.

4.5 Data Analysis

The data analysis has been followed both withiregasrspective and a cross-case
perspective. These perspectives are for their otretegic purpose. Within-case
perspective follows a narrative strategy; whilessroase perspective obeys to find

some patterns with data.
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During the case analysis within a case, the prookbsisiness design and innovation
has been observed by taking theirykar participating start-ups. The general idea of
the within-case approach is to well understand ezde as a single unit and gain
familiarity with the data (Eisenhardt, 1989). Thisocedure is the first step to
discover “unique patterns of each case”, while \lid second step the “investigators
push to generalize patterns across cases” (EistnhB®89. For the within-case
analysis, a narrative strategy has been followde data is analyzed by providing a
detailed description of the single business modebvation process of each start-up
(Langley, 1999). The narrative strategy approachsaio construct “a detailed story
from the raw data” (Langley, 1999). In other wortlse process of business model
design is refined and described in detail. To deedhe changes in business model,
analyzing the process of business model innovabyrusing the business model
canvas in time has been done. That means busiresd canvas at different points in
time of each start-up has been compared. By ubmgarrative strategy, frequency of
business model change and priority given by stast-nave been examined. Also
observation has been done in many aspects like mamy building blocks in the
business model canvas altered per change, wha¢adtdlnsse changes and what parts
of the business model changed. Finally, the naeatirategy is further supported by
the visualization of the business model innovajwacess of the four participating
start-ups in the BMI process diagram.

As stated earlier, the within-case perspectiveeisessary to enable a sufficient and
fruitful cross-case pattern analysis of the daidpok beyond initial assumptions and
grasp indications through multiple lenses (Eisetit)yat989). Therefore, besides
describing and visualizing the four-business matksign and innovation processes,
the data on similarities and differences betwe@&sdhfour processes were observed
and searched for patterns within the data by aagrgiut a cross-case analysis. The
data analysis method for identifying patterns withine data is in generally called
grounded theoryEisenhardt and Graebner, 2007; Eisenhardt, 1989).the method
‘grounded theory’ can be understood in two waysgeneral as “creating theory by
observing patterns within systematically collecteapirical data” and as the so called
‘original’ grounded theory developed by Glaser &tchuss (1967) (Eisenhardt and
Graebner, 2007). However, the grounded theory deeel by Glaser and Strauss
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requires a large number of cases and an in-deptfoamalysis but these requirements

cannot be fulfilled in our limited research projéicangley, 1999).

In order to determine patterns between the diftepocesses of business model
innovation in cross-analysis, following categonesre formed based on the five sub-
guestion of research question.

Table 5: Sub questions for data analysis

Sub questions Categories

How often changes in the business model? Amouchanhges

What parts of the business model change? BuildiogkBelement
What causes these changes Antecedents

How many Building blocks in the business mogdamount of modified Building
changes per event? blocks per change

The analysis is then carried out in the same offeiestly, processes on comparable
temporal sequences and amount of changes werevelseln the next step,
investigation of how many and which building blo@kttered in each event of change
were performed and if there were similarities orewlthe same amount of building
blocks or if specific ones occurred. Then, différantecedents were observed and

examine the relationships between the antecededttha building blocks.

4.6 Resear ch Process

There are two separate research strategies to d¢obuminess research, namely,
guantitative research and qualitative research nfary and Bell, 2011). The
gualitative research method aims to answer reseguelstions such as “how” and
“why”, while quantitative research methods targgtestions such as “what” to a
higher extent (Saunders et. al, 2015). While qat@he research methods focus on
analyzing information gathered from in depth iniews, discussions or likewise,
guantitative research emphasizes numerical datanswer the research questions
(Bryman and Bell, 2011). While both quantitativedagualitative research has its
advantages as well as disadvantages, the quarditaBearch approach was chosen as

it was deemed most appropriate to answer the eafplgr research question.
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This thesis uses the qualitative method to undedsthe attitude of the study group
towards business model design. Moreover, as thitajiiee research method is used
to identify opinions, beliefs and behaviors’ comseg a specific topic, it should be
considered appropriate to answer previously meatoresearch question. Bryman
and Bell (2011) propose the normal way of condgctjnalitative research as a six-

step process:

Research Questions

-

Literature Review

Framework Analysis

-

Research Design

Interview Guide Selections of four start-ups

-

Data Collection of Four Start-ups

Semi Structured Interview Websites and Business Model

(—

Data Analysis

Within Case Analysis Cross Case Analysis

-

Results and Conclusions

Figure 3: Methodology flow chart

It describes the fundamental stages in the promfeggalitative research. The research
initiates by finding a focus area and creating seaech question. Secondly, a
literature review is committed to gain knowledge time area studied. As the
researcher’s knowledge has increase of the sultfextiesearch question is refined.
When the research question is refined, the reseaodtlects data by interviews. The
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empirical findings are linked to theory and conabas can be drawn. This thesis uses
abovementioned process proposed by Bryman andB#lfl) to answer its research

guestion. To get an increased understanding ofethearch procedure for this thesis,
following steps has been followed.

Step 1. Literature review searching for relativbjsats

Step 2. Brief analysis of literature for busineslel design and start-ups
Step 3. Literature review of methodology

Step 4. Decision taken for area of interest andyspurpose

Step 5. General research question created

Step 6. Extensive literature review

Step 7. Development of theoretical framework

Step 8. Refined research question

Step 9. Development of interview guide

Step 10. Identification of relevant case compaai&s interviewees

Step 11. Collection of primary data by interviewimcase companies
Step 12. Transcription of interviews

Step 13. Established empirical findings

Step 14. Analysis of collected primary data

Step 15. Analyze empirical findings and comparthamretical framework

Step 16. Conclusion
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CHAPTER FIVE: RESUTLSAND DISCUSSION

The following section presents case empirics ineotffdr the reader to understand
what information can be derived from the interviews first each start-ups
participating in this case study have been intredy@and later empirical findings for

the companies have been presented.
5.1 Analysiswithin Cases

5.1.1 Case Study One: Medikoma Technologies

Medikoma Technologies is a company founded in 2B currently employing 4
staff. MediKoma is centralized software with thenaf bringing Clinics, Doctors and
Patients all together in one platform. Medikomaaisrusted platform that aims to
connect with users on a growing scale and prohdenta healing touch by healthcare
professionals. They are home to professional dsctarhich include Dentists,
pediatrician, gynecologist, dermatologist, cardjts, and many more specialists.
They function to provide us a doctor or a cliniodanake it feasible for everyone to
share the common platform. The Business managelediKoma, Matrika Adhikari,
was interviewed initially to gather information. Hiescribes the business model of
the company. According to him, they are providirgmection with 695 clinics and
2330 doctors.

Business M odel Design According to MediKoma

Talking about the business model of MediKoma, thsifeess manager, Mr. Matrika
Adhikari focuses on value proposition. The marketthis type of startup hasn’t been
prepared. So they are searching for solution dfi leaisting problem of a patient and
new problem that might come along the way. MediK@miusiness model is

described as “connecting with the right professi®nahere you can assess your
health issues and concerns in a convenient andrlfaghion and stay healthy for
prolonged duration with the righteous guidance. &éboer Mr. Adhikari mentions that

MediKoma weren’t working consciously with busingsedel design in the past since
it is easy to de prioritize in favor of other adiizs. However they have designed a
business model of MediKoma. Now they are prepaforgventure capital, it has

almost touched upon many of the business moddy)ate argues. Business model
currently used by Medi Koma 5 shown in table 6.
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Table 6: Business model currently used by Medikoma

Key partners

Clinics

Hospitals

Doctors

Health service
Providers

Key Activities
Web Development
Software Development

Server Management

Advertising and
Marketing

Key Resources

Internet

IT Infrastructure

Medikoma Platform

Data Literacy

Value Proposition

One stop solution for
health service
seeker and providers

Electronic Medical
record Keeping
system

Clinic Management
Software

Online booking and
Managing platform

Customer
Relationships

Save Patients time

Give patients ability to
have greater control
over medical records

Customer Segments

Medical Service
seekers

Doctors

Channel
Mobile Apps
Websites

Third Party widgets

Developer Tools and
APls

Hospitals

Advertiser and
Marketers

Cost Structure
Marketing and Sales

Data Centers cost

Daily management and

Customer Care

Research and Development

Free

Revenue Stream

Paid Subscription
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Value Proposition

MediKoma’'s value proposition is one stop solutiam health service seekers and
providers. They bring Clinics, Doctor and Patiesitstogether in one platform. They
provide fastest way to book an appointment withrddspractioner and help to avoid

long queue of patient waiting in the clinic.

I nfrastructure Management

The key activities done by the Medikoma till novwe aoftware development, web
development, server management, advertising andetiag. Software development
has been done collaborating with outsourcing comp@uitsourcing is done so as to

reduce cost and for better management of overaipeny.

The Key partners are Clinic, Hospitals, Doctors atiter Health service provider.
Besides that they are also collaborating with safevdevelopment team and server

management from outsourcing, which Mr. Adhikarirdidnention in interview.

As they are hiring the personal and other resouasgser their requirement, they have
around 8 members actively working on this platfofirheir human resource includes
database admin, app developer, business manageoar service officer each and 3
marketing staff. For other type of works they Hi@m outside and the get the things
done.

Customer Interface

During discussion with interviewee, he is all awafevho are his target customers.
Initially they were planning to collaborate with dptals only. But after sometimes,
they observed that they can provide service to @o¢tospitals and Medical service
provider. He also describes that the company convates to customer through
websites, Mobile apps and third party widgets. They actively working on this to

maintain the good interface with customer. Howenmst appropriate channel he

describes is Mobiles Apps and Websites.

Financial Aspects

As the company is just spreading in the markety i@ not giving main focus on
revenue model completely. However, they are gemgratevenue through paid
subscription. Once they got recognized in the ntarkier parts of revenue model
will be considered accordingly. Mr. Adhikari is wedware of Medikoma’s cost
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structure, as they don’t have venture capital fgpsut financially. They have single
owner and all the cost are divided into datacecdst, Marketing and sales, R and D,

daily maintenance and customer care.
Milestonesfor the Business Model of MediKoma

Mr. Adhikari states that currently the MediKoma’asiness model is more or less
same since the company started however there heare sbme changes of business
model after researching scope of the service. A&sitivestor wants to grow the

company first regardless of the revenue it gensraiace it excels their company

from start up to something larger, they are readyollaborate.
I mportance of Business M odel Components According to MediKoma

During interview the companies were asked to prawi the subcomponent of
business model and the table 7 shows the priorgngby the MediKoma according
to their business model. They have given prioritynber 1 for highest priority and 9

for lowest priority during the design of their bosss model.

Table 7: Importance of business model componertrdow to MediKoma

Pillar Medikoma Subcomponent
Priority

Product 1 Value Propositions
Customer 2 Customer Segments
Interface 6 Channels

4 Customer Relationships
Infrastructure 7 Key Partners
Management 3 Key Activities

5 Key resources
Financial 8 Cost structure
Aspects 9 Revenue Stream
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Business Model Innovation Processin Medikoma

The business motlénnovation process of Medikor within the first year include

three different models, thus three main changes of th&ness rodel in different

sequence of monthsere observed within themeframe of one ye. The process is

visualized in the ‘BMI Processiagram’ in figure 4.
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Figure4: BMI Process Diagram: Medikoma

The figure 4 shows that Medicoma Technology hasigéd its businesmodel three
times within the 1 year of its business model innovation procDominant building
blocks changes during the" change arevalue proposition, key resources ¢
customer segments. The antecedents found forclr@hge during the process ‘e

customer feedback and need of knowledge. After fmonth another changes

business model have occurred including key ressuacel Key partners. This tin
leadership approaches the innovative way to design business model aft
consulting with moreustomer. Medikoma aims to penetrate the market first. Iy
have gone through most of the customer and takstomer feedback and initiate t
marketing strategy accordinc Third change results changes in customer segt
key partners and key reurces. During the *lyear ofbusiness model innovatic
process, Medikoma went through three phases and anteisedleserved are shown
table 8.
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Table 8: Antecedents for medikoma business model

Reason for 1st change | Reason for 2nd Change Reason for 3rd change

Customer feedback Customer feedback Marketingestyat

Need of Knowledge Use of innovative leadership Qusr feedback
Growth in Business

5.1.3 Case Study Two: Third Eye Tech

Third eye tech is a start-up founded in 2018, witfice in Rabibhawan, Kathmandu.
It is established to introduce and innovate the neehnologies in Nepal. They
research and design the products by integratinghéve technologies to solve and
simplified social problems. They do not only desagnd manufacture the products but
also introduce the technologies from other coustimeNepal. Automatic Water Level
controller for buildings, Child Incubator, Egg Haileg Machine, Traffic Light
System, Home/ Office Automation System, Networkt&ysfor internet connection
etc. are some of their own designed products. Nmacompany has 4 core members
working together. And around 17 persons are neédebmplete the project. Third
Eye Tech Company provides both services and predocthe customers. The third
eye tech is preparing for releasing its produdidcimcubator. The company has given
this product as a brand name “Nyanomaya”’. Now tbmpany has grown fast
because the founder has experience of similar coynpdiich he had founded earlier

and later he left that company.

The founder Shambhu Siwakoti was interviewed istfphase to gather information
about business model design. Overall concept oinbss model canvas of “Nyano

Maya” was described by the founder.
Business Model Design According to Third Eye Tech

While discussing about the business model, thiedtegh founder Mr. Shiwakoti, his
focus is on the overall business model of the pcbdasign. His team is focusing and
actively working on business model design and thaye the complete business
model design pamphlet on their office wall. Anybaahtering the office can visualize

their business model and can understand their yamygosition.

The company has all round capabilities to serveuin the entire project life cycle.
They have tried and tested technology and capasilitave been built over the years
with diversified project to deliver to the clienDedicated talent pool with core
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engineering skills in industry segments are alsth iliem. So, they are providing
various service like wireless network setup, elealr solution, Electronics and
robotics projects etc. The child incubator is ofi¢hem. The business model design
recently used by Third Eye Tech for child incubater shown in table 9
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Table 9: The business model currently used by #yeltech

Key partners

Furniture factory and
Metal work shops

Investors

Key Activities
Production Process

Marketing & Branding

R&D

Value Proposition

Life Saver

Warming the Infant
IChild Incubator

Customer
Relationship

Personal Assistance

Man to Man Meet

Warranty & Schedules

Customer Segments

Private Hospitals

Corporate House

Finance Management Total Health : G
; B Maintenance overnment
Government Officials Monitoring Hospital & Health
Key Resources Channel post
il Direct & Indirect sal
Humans Customization Irec ndirect saie
NEQRNG S NGO/INGOs
Financial Electrical solutions Social Media
MVebsites & Blogs :
Private Companies - International
Physical _ : foundations
Wireless network News/Media/Press
setup release
Medical Equipments Private Companies
Importers s Intelisdtisl Free Sample & Demo i
Cost Structure Revenue Stream
Fixed Variable Selling knowledge product

33




Value Proposition

The interviewee describes the business model of Id chincubator.
The incubator maintains optimal temperature, hutyidnd gaseous content of the
atmosphere inside. They are making this producbimsulting and collaborating with
NGO/INGO. Their priority is to develop “Low cost itdh incubator” for rural areas
health post and birth center. Design a low-costnatd incubator along with
Phototherapy unit in the same device to addresptblelem of neonatal jaundice,
where 60% of new birth is prone to suffer from retahjaundice. A system consists
of a mechanism to keep the baby in the incubatamwand provide an artificial
environment that mimics the environment of the redth womb regarding the
temperature, humidity and oxygen supply. The bdshe incubator is a composite
panel that includes a heater, a fan and a humidjfglement. A phototherapy unit
consisting of a blue LED light compartment is adaedtop to address the health
needs of jaundiced baby. Therefore, child Incubatauld be the best solution to treat
the babies of rural areas of Nepal for health g&nteaving low resources. Easy to
access in local market, easy to handle and low tGoatipn on performance. They
have the belief this incubator is likely to be guedle by the public and health

personal on days to come.
I nfrastructure Management

According to Mr. Siwakoti, the company is tryingftgure out complete resources to
make the final product. Recently they are operatimgugh rental rooms. But they
need factories for manufacturing. He also agrees lie needs some resource to
complete the project. For example, R and D lab, vafor cutting lathe and testing
equipment. Besides these physical resources, theyequired human resources too.
R and D engineer, management executives, legat@dand sales personal etc. They
are also tying up with investor as well. Financiekources include fund from
investor, loan from the bank and current cash efdbmpany. Also Mr. Siwakoti has
mentioned that they have the intellectual resoutites system design of product,
design copyright, design code and concept. Alsandyr trademark and customer

database etcetera are also the key resourcesrtipang has.
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They are also performing some key activities likifedent aspects of management,
production process, and branding license. They ase promoting the product

through news and media.

The company has different partners to completeptbgect. Mr. Siwakoti mentioned
that all the task of cutting, joining, coloring afidalizing will be done by furniture
factory. He also considers, to make this produceptable and usable, the help of
government is vital. They are also identifying Hygpropriate government agency to
showcase the product to help the health sectoid@gshat, they also want to have
partnership with INGO/NGO who are working in chédr health, who always look
for easier and best solution to do social serviééso considering the fact that some
private company involves in Corporate Social Respmlity (CSR) project, the
company wants to collaborate with them as welloAlsbgistic Company can be their
partners so as to outsource the system development.

Customer Interface

The company will go to customer through personaistésnce. The company
representative will meet the customer segment srrd®we about the product and
assistance will be provided by means of email,, cadlcial media and visit. Mr.
Siwakoti believes this will further help for marketsearch also. The company has
also decided that they will provide warrantees scltedule maintain so as to assure
the customer. Actually, the infant mortality is m@aproblem in Nepal. They are also
planning to create communities to discuss oveigfiges. They are ready to work out

with such communities if any.

As company need to go to customer, they are apphlanious channel. The company
will use news agency to write about the producie phoduct will be showcased as a
brand and innovative that can help the Nepal'stheséctor. Besides that, Social
media, websites, blog will be also used to readihéocustomer. As many numbers of
NGO/INGO is working in Nepal to decrease the infanurtality, they want to donate

such devices in rural areas if price is minimum Hirldey got their requirement.
Financial Aspects

Third eye tech is well aware of cost structuretidfly they are investing on the

product both as fixed and variable cost. Since #reydoing other various project like
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Automatic Water Level controller for buildings, Egtatching Machine, Traffic Light
System, Home/ Office Automation System, and Netw@¥%stem for internet
connection, these projects are generating someuevwhich will be use in the cost
of its main product child incubator. Mr. Siwakotiates that “child incubator is
concerned of its costs, but we are capable of doihgr projects mentioned as above,

we will make this product successful”.
Milestones for the Business Model of Third Eye Tech

Mr. Siwakoti says the company has changed its lbgsimodel few times. Company
has been delivering both product and service tactls#omer. So, they are adding its
value proportion accordingly. Moreover, he alsossénat he and his partners had put
a lot of works to come to initiate this product “&ho maya”. Since Third Eye tech is
planning to have multiple partnership in ordere@aah to the customer, he states that

this partnership can make the changed in busines&im
I mportance of Business M odel Components According to Third Eye Tech

During interview the companies were asked to prawi the subcomponent of
business model and the tablel0 shows the priontgngby the Third Eye Tech
according to their business model. They have gpeority number 1 for highest

priority and 9 is for lowest priority during the sign of their business model.

Table 10: Importance of business model componetisrding to Third Eye Tech

Pillar Third Eye Tech | Subcomponent
Priority

Product 1 Value Propositions
Customer 2 Customer Segments
Interface 9 Channels

4 Customer Relationships
Infrastructure 6 Key Partners
Management 3 Key Activities

5 Key resources
Financial 7 Cost structure
Aspects 8 Revenue Stream
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Business Model Innovation Processin Third Eye Tech

Our findings about the process of business modabuvation of Third Eye Tech
included fourmajor changes of the bness modelnd are visualize in the BMI

Process Diagram ahown in figure £
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Figure5: BMI process hgram: Third Eye Tec

Figure 5 shows that Third Eye Tewent through fourchanges in its *' year of
business model innovation proc. First changes includehanges in dominai
building blocks customer segment, value propositikgly resources and cheel.
Increasing in knowledge and expertise was the mea@son to change its busin
model. They got multiple partners to sell the piidwso they came with ne
marketing and selling strategy, resulting in seconanges of business model. Ag
after thefeedback from both partners and customer, theyggsathe business moc
third time. Again they collaborated with NGO tolgbk product in rural areaTable

11 shows theeason (Antecedents) trcauses the staudps to changes tir business

model.
Table 11: Antecedents for Third Eye Tech

Reason for 1% Reason for 2™ Reason for 3" Reason for 4"
change Change Change Change
Need of Use of innovative Customer Addition of key
Knowledge leadershi feedback partner
Problem New Marketing Growth In
Identification strateq' Business

New selling stratec
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5.1.3 Case Study Three: Paaila Tecnology

Paaila Technology is a tech startup based in KatkdonaNepal which has been
working on research, design and development of hoidaservice robots and Al
solutions for various business sectors. Paailalsaslaunched its own digital robotics
restaurant, Naulo in Kathmandu. At Paaila, theyiebel in power of robotics to
benefit humanity and business and aim to createtsoéind services that define the

role robotics play in our lives today, and in théufe.

The engineer working at Paaila technology, NaraydnNepal was interviewed to
gather initial information about Paaila technologyaaila aims at producing
artificially intelligent human friendly service rots that adds value to the business
houses that deploy them all over the world. Aswoeld is rapidly embracing Al and
reaping its' benefits, Paaila Technology wantsaip kompanies in Nepal integrate Al
technologies in their business to improve custostiekiness while also making them

globally competitive.
Business Model Design According to Paaila Technology

When discussing about the business model desigh, Mi. Narayan Nepal, Paaila
has focused on Value proposition and Revenue st@aBusiness model canvas.
However, Paaila has not been working actively viatisiness model design in the
past. Their team were technically sound and madeuyat perfectly, but couldn’t

generate revenue due to lacking somewhere in thaimess model design. During
the course of their journey they realized the ingoore of business model, now they
are updated with the business model. Business maoagieéently used by Paaila

Technology is shown in the following table 12
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Table 12:

Business model used by Paaila Technology

Key partners

Key Activities

Value Proposition

Customer
Relationship

Customer Segments

Research and Counseling/Site Visit Consumer

ISP development Robot bas.ed Product
-Stationary ;
z Warranty on Product
Production icveble Restaurant
Onsite Maintenance

Marketing

Media Al Base Product Remote Maintenance :
-Chatbot Airport
Key Resources NVoicebot Channel
R Financial Websites/Blog Bank
Universities
Websites/Apps
Liuman Media/News
Technology &
Museum/Park
SEAlanGal Intellectual Demo/Sample
Restaurant Telephone
Cost Structure Revenue Stream

Product Development Product Selling
Rent Salaries Service(AMC) Restaurant
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Value Proposition

The Paaila’s value proposition is “producing huniaendly robots that really add
value to the business houses that deploy themth@Asvorld is rapidly embracing Al
and reaping its benefits, Paaila technology wantgetp companies in Nepal integrate
Al technologies in their business to improve customstickiness while also making
them globally competitive. They have used theseotolin fully digitalized Naulo
Restaurant. The restaurant has a menu implanteligital screens on tables from
where orders can be placed directly to the kitchdter the dishes are ready, the
robots collect them from the kitchen counter antveséhe customers. To generate
revenue, initially they are producing robots acaagydo demand of customer. Besides
producing robots, they are also making Chatbot danks, telecom companies,
business seller, finance and e-commerce. Thesadassuse Chatbot to provide quick
and accurate solution to the inquiries their custioreeeks.Paaila is constantly
working with developing its value proposition. A ykedriver for constantly
improvement according to interviewee is to provmerld class product to the

customer.
I nfrastructure Management

While discussing about infrastructure managemeswjl® has given more importance
on this, so as to give the best product in the etaiRaaila now is certifying that the

company has right resources and activity in placer¢ate the value for the customer.
Paaila initially discusses having a feedback lodj whe user of its and then started
developing infrastructure accordingly. Paaila isxstantly work to become more

efficient in order to know what to develop and hdwey always appreciate and try to
hire people with the skills and sparks to makectienges.

Initially they invested more on R and D. They deyetheir own robots. But the
product doesn’t go on sales as per their objectiaer they found that they were

poor on marketing and now they are working on this.

He states that they have also opened Naulo Restauheere they can test the Robot
system and they have used this place as a marketage. They are making

partnership with university, media, ISP and Restaur
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Customer Interface

While further discussion with him, he mentions thveeakness is their ability to know
their target customer very well. Furthermore, haest that Paaila is not targeting a
specific customer segment, but rather anyone caa treeir product which uses Al
and Robotics services. Initially they sell theioguct to the SBI bank and now

continuously increasing their marketing so as tiongare customers.

Paaila are currently using telephone and email witish existing and potential

customer. Also, they reach to the customer throlgisites/Blog and Media/News
also. Their sample demo in Naulo restaurant hastenlea lot of attention towards the
use of robotics system in any industry. They anetinoously getting feedback from

the restaurant as well.

The Target customer segment of their business misdehgoing process as the
importance of robotics and other Al activities et to come in the market. As the
offer from Airport and government body is also hretlist of potential customer of

Paaila technology. They are also in search of t@dgy musueum/park. He assumed
that this will be the good place for marketing thgioduct as well.

Financial Aspects

The Paaila has given more importance to financsgleats as well. They are well
aware about their production cost structure anddaest drivers. Their investor has
invested in R and D in the first. Now they can tiseir same research to produce
many other products. Also, they are extending thetivities towards Chabot and
voicebots, which can generate revenue continuodsdyper the customer demand
they can make pricing strategy. However, they &e &orking on pricing strategy as

their customer differs in requirement.
Milestonesfor the Business Model Paaila Technology

Paaila has had a few milestones that have influbtiee company business model. It
has received Best Startup and most innovative mtd@i award 2017. This has help
to think further about business model of the compand they made the business

model accordingly.
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I mportance of Business M odel Components According to Paaila Technology

During interview the comanies were asked to prioritize the subcomponer
business model and the te 13 shows the priority given by thPaaila Technology

according to their business model. They have gpeority number 1 for highes

priority and 9 is for lowest priority ding the design of their business mo

Table 13:Importance of business model compon¢ccording tcPaaila Tech

Pillar Third Eye Teclk| Subcomponent
Priority

Product 1 Value Propositions
Customer 5 Customer Segments
Interface 9 Channels

8 Customer Relationships
Infrastructure 7 Key Partners
Management 3 Key Activities

4 Key resources
Financial 6 Cost structure
Aspects 2 Revenue Stream

Business Model Innovation Process in Paaila Technology

The findings about theprocess of businesmodel innovation oPaaila Technology

included three major changes of the business mwitlgh the first yee.
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Figure6: BMI process diagram: Paail&chnolog'
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Innovation processes are visualized in the BMI Pssdiagram as shown in figure 6.
Figure 6 shows the Business model innovation psodesgram of Paaila technology
which went through 4 changes during it ylear of business model innovation.
Initially Paaila started with automatic tap asuvédue proposition. Then member with
innovative idea met together and discussed how ¢theydo better in this field. Then
they came with new idea and changed the businesklniny changing its value
propositions. This also results changes in othalding blocks like key resources,
customer segment and channel. With the productionlmts they made partnerships
with Naulo restaurant. This causes the second @samgBusiness model. After few
months they didn’t get other customers. As theyewiem about their product, they
started to find new customers which slightly charigeir business model. After
getting customers from different sectors they neegroduce more robots. They
extended their key partners for knowledge and digeealso. During the business
model innovation process, following reason (Antex#d) shown in table 14 causes

the Paaila Technology to changes business model.

Table 14: Antecedents for Paaila Technology

Reason for 1% Reason for 2nd Reason for 3rd Reason for 4th

change Change change change

Problem New Marketing Funding

Identification strategy No Customer Requirement

Use of innovative Revenue Customer

leadership Structure(Naulo) Feedback
Growth in Business

5.1.4 Case Study Four: CellApp Innovation

CellApp Innovation was founded in 2074 B.S. CellAjpmovation is a Tech
Innovation company. They develop and deliver Aaegleg Technology to an
Organization and Business. CellApp Innovations sadatpertise with 8+ years of
experience and portfolio in Global Tech Industrigeif dedicated Innovations wing is
focused in working with Organizations and localdeGovernment Entities. Their
core services are Digital Outreach, iDea Groomind Broduct development. Also,
the company has some Impact project like EmBloaghdll Flood Relief, SmartPalika
and Rakshya.
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Their vision is simple — bring about revolutionatyanges in the lifestyle and the way

problems are being solved, at the center of whichlevbe Information Technology.
Business Model Design According to CellApp Innovation

Talking about business model of CellApp innovatitre CEO, Mr. Manoj Bhattrai
has given the more emphasis on Value propositiencleims that his team is not here
just for business, they are here to iMpact. Theais local level iMpact and social

good projects involving Information, Technologynavation and Data.

CellApp Innovation is currently working with diffent projects. SmartPalika is one of
them. SmartPalika is a concept to convert a viliage a technology Accessed Smart
Village. Mr. Manoj also states that having 481 agls in Nepal, there has been 0%
Penetration of technology overall. Also CellApp imess model is currently working

with the business model design and trial and emethod has been applied. The

currently used business model by CellAp is showtalnte 15.
Value Proposition

At CellApp innovation, they born babies-startupsiyBody can join them in a team.
They have also mentioned some criteria for thise#@m with leader and commitment
of involving at least for six months is must. Whitleing all these, benefits are
knowledge sharing, startup grooming, operation 8odling up, Backup Resource,
Mentorship and long-term career opportunities.

Besides incubation of startups, they have also ymed product like SmartPalika.
SmartPalika, is a concept to convert a Village iatd@echnology Accessed Smart
Village. Recently more than 70% of their recourb@se been used to build this

product.
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Table 15: The business model currently used byApellinnovation

Key partners

Representatives

Local Level
Government

Partner Organization

Key Activities

Software Development

Digital Profile Development

Partnership Implementation

Data Analysis

Key Resources

Skilled Manpower

Technology

Incubation System

Value Proposition

E-commerce Solutions

Digital Outreach

Customer
Relationships

Social Media

Customer Service

Win-win/Share sharing

Product Development
SmartPalika

Idea Grooming

Mentorships

Business Acceleration
tools

Channel

Social Media

Mobile Applications

Websites

Personal
Assistance/Refers

Customer Segments

Private Ventures

Local Level government

New Start-ups

Cost Structure

Salary/Rent

Volunteering Cost

Revenue Stream

Annual Maintenance

| Charge

Product Sale

Shared Bonus
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I nfrastructure Management

Talking about infrastructures, they have skillednp@wver with dedicated skills,
technology tools and Incubation system. They perfearious works to put idea into
products and services. Digital profile development)unteering orientation and
development, data analysis, software developmemtware design etc are the key
activities performed by the CellApp innovation. Vreso help in implementation of

the system throughout the time period accordingp¢ademand of customer.

While discussion with Mr. Bhattarai, he gives higpty to describe the mostly about
the product Smart Palika and its operation. Pastmelated with Smart Palika are
Representatives, Local level government and padrganization.

Customer Interface

The customer interface includes the target custoretationships with customer and
the distribution channel. As our country is devélgpits infrastructure slowly, so as
in the technology, so they are very confident thatr dream to convert a village into
a digital system would come true. They are targetinlocal level government for
Smart Palika and New startups for Incubation. Taey also producing software to

the private venture/company as well.

They are maintaining the relationship with custotieough regular services, social
media and win-win/share basis. To reach to theetad)customer they have used
websites, mobile application and social media. Byiinterview he also claims that
our system is running with people who believe iratdbad and kripabad”. Due to this
type of system they are facing problem to reacth&targeted customer. So, they
have also used Personal Assistance and refer.

Financial aspects

CellApp innovation has not given much priority teetfinancial aspects. During the
interview he mentions that first they want to reachthe local level market. They
have reached to 22 local governments till now amy more to come. So, they are
heading towards good financial status very sooreyTiave spent their money on
making products and volunteering cost as well. Alsome sort of amount in

volunteering cost has been bearded by local govenhas well.
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Milestonesfor the Business Model of CellApp Innovation

Talking about milestones of CellApp innovation, has received Top 5 Nepali
Startups award in 2018. So, it has already shovat ithhas huge potential in
upcoming days. It is working hard to fulfill theqwirement of what local government
wants. The business model of CellApp is changexh findhere it was in its’ initiation
phase. It has developed its strong team; managesystgm and also has developed

marketing strategy. It has broadened its trajecamiy developing.
I mportance of Business M odel Components According to CellApp Innovations

During interview the companies were asked to prawi the subcomponent of
business model and the table 16 shows the prignign by the CellApp according to
their business model. They have given priority namb for highest priority and 9 is
for lowest priority during the design of their bosss model.

Table 16: Importance of business model componearareing to CellApp Innovation

Pillar CellApp Subcomponent
Priority

Product 1 Value Propositions
Customer 2 Customer Segments
Interface 7 Channels

5 Customer Relationships
Infrastructure 6 Key Partners
Management 3 Key Activities

4 Key resources
Financial 8 Cost structure
Aspects 9 Revenue Stream

Business Model Innovation Processin CellApp Innovation

The business model innovation process of CellAppvation within the first year
includes three different models, thus three maianges of the business model in
different sequence of months were observed withentimeframe of one year. The

process is visualized in BMI process diagram inifeg7.
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Figure 7: BMI process diagram: CellApp

CellApp Innovation has changed its business mddekttimes in a year. SmartPal
is their main product and to achieve this prodirst theyvisited smart villags in
India and found new idea of making the village dmé&inally they planned t
implement this idea in Nepalese villis with many other features. So they met v
government officials. Finally they are ready to lerpent the syste. Then the team
initiated by CellApp made the product SmarPalikhisTcaused the first changes
business model, where value proposition, custonegment and channel we
changed. In this point of time, they knew that tiauld go long way in this fid. So
they added IT experts as key resources. Again ttayted with other valu
propositions, like idea grooming for s-ups, mentorships, @mmerce solutions et
This caused the third changes in business mdhe Antecedentsthat causes the

start-ups to changéebusiness model of CellApp Innovation afewn in table 1

Tablel7: Antecedents for CellApp Innovations

Reason for 1st change Reason for 2nd Change Reason for 3rd change
Problem Identificatio Knowledge Requirement Customer feedba
Growth in Business Use of Innovative leadership

Knowledge Requireme

5.2 Cross Case Analysis within Four Cases

5.2.1 Business Model Design

The Startups taken in this thesis qualifies, by the defams of Eismann (2013),
they are bringing innovative products to their nedsk Moreover, Eismann (201
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argues that entrepreneurial firms are facing resowonstraints. The empirical
findings show that all companies have faced resueanstraints in different ways
during its life span. Besides, all companies irs tetudy has either received, or
thought of receiving financial support from ventwapitalists, indicating that the
financial constraint heavily effects the compani€se empirical findings show, in

line with the research of Chuchill and Lewis (1983)at the entrepreneurial
companies are all in the same growth stage — ssiggesvth. This stage involves
profitability, recruiting and developing employedsdl of the companies interviewed
discussed recruiting the right personnel as a kaivity, further supporting the

theory.
Product

The empirical finding shows that 4 out of 4 stgsslhave given the first priority the
value proposition. This shows that all the stad-wgve focused on the customer
problems and in search of solving them in efficieay. All the start-ups interviewed
states that they are constantly working to imprthes value proposition, to various
degree. When asked to prioritize the value profmwsih regard to the other business
model component, all the start-ups have given s &nd most importance to the

Value proposition.
Customer Interface

As the customer interface revolves around Custoraktionship management, it
includes three sub components customer segmeiatsnels and relationships. All the
start-ups taken are very well aware of its targeft@amers. Most of the manager
believes and are working actively to extend it®oiffg to its target customer. Out of 4
start-ups, 3 start-ups have given priority to cosp segments. From empirical
findings this clearly shows that majority of therstips are giving priority target
customer higher after value proposition. While thmst of the start-ups are
communicating through social media, mobile appiccaand telephone channel. Most
of the start-ups have given less priority to tharotel. However, Medikoma and third
eye tech have given customer relationship a meduority, while other two

companies have given less. They believe that geladionship with customer helps
the start-ups to grow rapidly. They also mentiorikdt availability as well as

personalized customer contact, as being key fongtrelationship.
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I nfrastructure Management

All start-ups covered in this thesis are IT relaséatt-ups. Therefore, tangible assets,
as highlighted by Osterwalder (2004) decrease pomance. However Key activities
and key resources as manpower plays importanceirrgdeoducing IT product and
services. While studying start-ups business mottely are all aware of the key
resources and key activities but key partners ass important in their business
model. The business model studied in this thesisvshthat extending with partner
also helps to increase customer as well. So, afll-aps are ready for partnership but
they have given less important to this componenbusiness model. During initial
phase of business model, all the start-ups fadeuwlifto have right resources at right

time.
Financial Aspects

All the start-ups have their own type of cost simoe and revenue model. All the
start-ups studied are IT based so they are focusiag idea to implement rather than
focusing on financial aspects. The empirical figdirshow that most of the start-ups
studied are not focusing on financial aspects.hiinterview, all the manager and
CEOQ's are aware of the financial aspects but fwarity is not on this. All they want
is to launch the product, have some response fustomer and then they will think
about revenue model, such as pricing strategy imaih§ more potential cash flows.
As they are trying trial and error to get the sgscever an idea, they are not in the
condition of reducing and designing cost structusmwever, Third Eye Tech
Company has given second priority to the revenudaihcomponent as they are with

proper planning and management.
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Table 18: Prioritization of subcomponents by faartsups

Pillar Subcomponent Medikomarhird | Paaila CellApp
Priority Eye Technology]| Priority
Tech Priority
Priority
Product Value Propositions 1 1 1 1
Customer | Customer Segmentg 2 2 5 2
Interface [ Channels 6 9 9 7
Customer 4 4 8 5
Relationships
Infrastructure| Key Partners 7 6 7 6
Management| Key Activities 3 3 3 3
Key resources 5 5 4 4
Financial Cost structure 8 7 6 8
Aspects Revenue Stream 9 8 2 9

5.2.2 Business Model Innovation Process

Number of changesin Business M odel

Firstly, research found that out of 4 startups &taps have changed their business
model two times within a first year. Again anott#&startup had four changes. The
following table suggests that most of the startcipanged their first business model
within 2-6 month. Based on the results, the reseabserved that after implementing

the changes in the business model new businesd mddsted within 2-6 month.

Table 19: Sequence of changes of business models

1st change | 2™ change | 3rd change | 4th change
Startups after after after after
Medikoma 3 month 7 month 11 month
third eye tech 2 month 5 month 9 month 11 month
Paaila
technology 4 month 6 month 9 month 12 month
CellApp 6 month 10 month 12 month

Amount and I dentification of Modified Building Blocks per Change.

While reviewing the business model innovation psscef the four start-ups, it

reveals that there are certain changes in busmesdsl at different point of time. The

table shows that higher amount of building blockshanged during the first change
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of business model. All total 20 building blocks kalween changed during the first
change of business model and followed by 13, 1iy®bers of building blocks in

second, third and fourth changes in business nredpkctively.

During the first year, the business model innovapoocess seems to be characterized
by stronger changes in the beginning, includindi@rgamount of building blocks per

change and a slight declination in the followingudes.

Table 20: Total amount of modified building blogéer change

Startups 1st change | 2nd change 3rd change 4th change
Medikoma 5 2 3

third eye tech 4 4 3 2

Paaila technology| 4 6 2

CellApp 7 1 3

Total 20 13 11 6

Also, the research showed that what building blockenged when. The most
changed building blocks during the first changesew&Customer Segment” and
“Value propositionDuring the second change of Business model, kepuress were

the most dominant building block that got changed.

Table 21: Building blocks dominating the change

Start-ups 1st change 2nd change 3rd change 4th change
Medikoma CS,VP KR KP, KR CS,KP,KR

Third eye tech CS,VP KR,CHCS KR,KP,KA| KP,KR,CS KP,Ch

Paaila technology VP,KR,KA,CSVP,CS,KR,Ch| CS,Ch CS KR,KP,RS
CellApp VP,CS,Ch KR CS, VP KP

Antecedents

While analyzing the reason behind the business mdiknge in the first year of

business model innovation process, following ardenes have been observed.

During the case study of 4 start-ups, total of dteeedents were observed. These 11
antecedents were occurred during 14 times changasgsiness model. Among all the

antecedents, Customer feedback occurred the mast, t6 and Knowledge
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requirement, use of innovative leadership and dgnowtBusiness occurred 4 times
each. So during the'lyear of business model innovation process custéeeetback,
knowledge requirement, use of innovative leadersimg growth in business are the
antecedent that occurred most which are showrbie &2.

Table 22: Numbers of antecedent occurred per change

State of Change
Antecedent 1st 2nd 3rd 4th Tota

change | change change Change I
Customer feedback 1 1 3 1 6
Knowledge Requirement 3 1 4
Marketing strategy 2 1 3
Problem Identification 3 3
New selling strategy 1 1
Addition of Key partners 1 1
Use of Innovative 1 3 4
leadership
Growth in Business 1 2 1 4
Revenue Structure 1 1
NO Customer 1 1
Funding requirement 1 1

Total 29

Table 23 shows that, while comparing the antecedeith specific building blocks,
the research found that out of four times the auent customer feedback impacts
the six building blocks directly in total, and Caster segments four out of six. This

shows customer feedback impacts the building béastomer segment the most.
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Table 23: Building blocks changed by antecedents

Antecedent VPP CS§ KR KA Ch CR KP Co$%t RS

Customer feedback 1/64/6 1/6

Knowledge Requirement 3/4 1/4

Marketing strategy 213 1/3

w

Problem Identification 1/3 1/3 1/

|

New selling strategy 1/

Addition of Key partners 1/1

Use of Innovative leadership 1/4 1/4 1/4 1/4

Growth in Business 1/4 1/4 2/4

Revenue Structure 1/1

NO Customer 1/

Funding requirement 1/1

** \VP=value proposition, CS=customer segment, KRyKResources, KA=Key
activities, Ch=Channel, CR=Customer RelationshifiB=Key Partners, CoSt=Cost

Structure, RS=Revenue Stream

Also, antecedent knowledge requirement caused esaimgthe building block “key

resources” three times out of four changes in lkespurces. This can be concluded
that whenever the CEO/Founder decides to improwaviladge, he/she has to focus
on the key resources. In these IT start-ups casestly the key resources are
technical manpower. Also use of innovative leader$las caused the most building
block changes. The dominant changes are Value pitogpg Customer segments,

Key resources and Key partners.

So during the first year of business model inn@raprocess customer feedback plays
a vital role to change the customer segments amagdaire the more knowledge and
expertise, the key resources play the vital roleoAvith innovative leadership, most

of the business model component changes and ddapusiness model accordingly.

5.3 Discussion

In our analysis fourteen numbers of changes inn@ssi model have been observed.
Two start-ups have four changes and other two-sfmthave three changes each.
Also, research found that business model innovgirosesses within the start-ups are
most likely to change within 2-6 month. This cando&cluded in a way that business

model innovation process seems to be charactebiyestfonger changes in the initial
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changes, including higher amount of building blogksr change and a slight
declination in the following changes. As the bussenodel innovation process is
characterized by a declining trend in modified ®ug) blocks per change, it is
suggested to start early with customer collabonatam get as much feedback in the

beginning.

Among nine elements of business model, Value pitposand customer segments
are the mostly changed during tiéchange of business model. As the most start-ups
are trying different things in their own way, ths the reason they change value
proposition and customer segment most. Once they sare about the value
proposition and target customer, other parts ofding block created and changed

accordingly.

This finding is also supported by Pynnonen et 812 who claim that business
model innovation needs to be customer driven, asirfiolvement of customer is

essential for creating a fit between the value pstion and the customer needs.

After first change, next building block most likebhanged is key resources. This
shows that after setting value proposition andabogistomer, start-ups focus on key
resources, which helps to generate value to thiemes. The identified importance of

‘key resources’, such as extending the team taveceore knowledge and expertise,
can be underlined by the literature about genegatinompetitive advantage based on
unique resources, such as the resource-basednieduced by Jay Barney (Barney,
1991; Amit andZott, 2001; Morris, et al, 2005; Ostalder et al, 2005;McGrath,

2010;George and Bock, 2011; Schneider and Spi€&h3;2 As a start-up lacks in

resources, it needs to establish those to achiewengetitive advantage through

scarce resources such as in-depth knowledge oft@artgBarney, 1991; Sosna et al,
2010; Schneider and Spieth, 2013; Griffith, 201%herefore,conclude that during the
process of business model innovation, the fit betweustomer segments and value
proposition to commercialize the innovation as vesligathering resources to support
the generation of a competitive advantage are akradpects and play a significant

role in the beginning of the process.

Based on our findings, a chain of reaction can faevd that starts with antecedent

customer feedback causing changes in building biGdstomer Segments, with
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further alteration in Value Proposition that themuses changes in the Key Resources,

as further knowledge is needed.

Innovation generates new options for businessesapdnds their possibilities. It is
more than an instrument that can be used to enlthederand image of companies.
It is a key element to build emergent weapons tprise competitors and satisfy
customers (Schmitt and Ph, 2012). Therefore, ttevledge of business innovation
is rising among management and academia literalure.in the growing stage and
the conditions for business worldwide are abouthange forever (Drejer, 2006).
Creating new ideas is easy for most modern compariewever, moving from

ideation end to commercialization end in the bussnenovation process is the tough
part in this puzzle. Companies are struggling axpegence failure more in this

particular phase of innovation process (Sniukag220So with innovative leadership
provides conscious business model by changingallired parts of business model.
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CHAPTER SI X: CONCLUSIONSAND RECOMMENDTIONS

6.1 Conclusion

This thesis presents how the IT start-ups desigim thusiness model and focus areas

of business model while designing their businesslehin the very first year. The

process followed by start-ups entrepreneurs has beserved by using the business

model canvas. Based on the various results obtdioed the multiple case studies,

following conclusions have been made.

Business model of start-ups have evolved in diffengays like Trial and
error, a result of a structured effort using renedmethods and follow others
business model. All start-ups have given top piyaio the value proposition
of business model. Also, three out of four stars-bpve given second priority
to customer segment. That means out of 9 elemebusihess model, Value
proposition together with customer segments areardsgl as the most
important aspects. Key resources and key activilies the average and
equally important aspects of the business modeilewimancial aspects is
regarded as the least important aspects of busineds! during the Lyear of
innovation process of IT start-ups.

Innovation process seems to be characterized longdr changes in the
beginning with 20 building blocks and a slightlyctieation in the following
changes. Value position and customer segmenthamdost changed building
blocks during the business model innovation.

Total of 11 different antecedents were observed.odgnwhich customer
feedback, need of knowledge, use of innovative destldps and growth in
business are the antecedents that occurs the rhaesdly feedback from
customer can support the identification of necgskaowledge and expertise

within the start-ups.

57



6.2 Recommendation

This study suggests the start-ups how to creataldeibusiness model by identifying
the building blocks and antecedents that have rafiignt impact on the process of
business model innovation. The customer segmerakievproposition and key
resources are the main elements within the busimestel. To meet the fit between
them, customer feedback should occur in time. Bmssid¢ustomer feedback
observation also shows that the knowledge requiméras a key resource is an
important part in the process of business modedvation, therefore startups should
identify the needed of knowledge and expertiseyeanl the process. As the
identification of the needed knowledge and expentan be difficult when the fit has
not been established, the close collaboration with customers becomes an even
more important task to perform. However, as eadgdback can support the
identification of necessary knowledge and expertis¢h the fit creation and resource
establishment can be performed early in the prodgss can increase the chance of
survival as the start-up has the right resourceplace. These resources then can

obtain the opportunity to turn into the source abanpetitive advantage.

With the help of innovative leadership, there isrenchance of changing in different
aspects of business model as per the requiremdmlps to stimulate and capitalize
employees’ creative potential. This type of lealigrdhelps to increase company’s

ability to innovate and to enable business innovati
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Appendix

Qualitative Questionnaires

The following questionnaire aims to ask you gen@mlwell as specific question
towards your business model and business modelatiom process at several stages
from foundation of your company to today. Thank ywary much for your

cooperation.

1. General questionnaire:
* Personal
* Name:
» Date of birth:
 Company:
* Foundation of company:
* What is your work experience?
* Have you found company before? If yes please descri
2. Foundation of start-up:
a. How did you come up with the idea of the product/ee?
* What are the main reasons for founding the compdnté&rnal or
external
* What was the market situation when you found fodritie company?
» Has the market changed during the first years efatpn?(if yes what
were the main changes)
* What challenges do you face in operating your lassf
» What is your company in the market?
o Single( )
o Competitor ()
* What is your objective with your company?
o0 Keep growing becoming a recognized player on thekeh@

)

o Sellit sooner or later ()
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3.

Specific Information

Business model Canvas

A Business model is nothing else than a repredgentaf how an organization makes

(or intend to make). This can be nicely describledugh the 9 building blocks

illustrated as follows that we mentioned it as aibess model canvas.

a.

Value Propositions. An organization seeks to solve customer problants
satisfy customer needs with value propositions. Qegstions: What value do
we deliver to the customer? Which one of our custtenproblems are we
helping to solve? Which customer needs are wefgat® What bundles of
products and services are we offering to each Gwst&egment?

Channels. Value propositions are delivered to customers ough
communication, distribution and sales channels. Kgyestions: Through
which Channels do our Customer Segments want tedzhed? How are we
reaching them now? How are our Channels integraWwtitth ones work
best? Which ones are most cost-efficient? How a¥antegrating them with
customer routines?

Customer Relationships. Customer relationship are established and
maintained with each Customer Segment. Key QuestMMiat type of
relationship does each of our Customer Segmentscéxys to establish and
maintain with them? Which ones have we establisheldWv are they
integrated with the rest of our business model?

Customer Segments. An organization serves one or more customer setgne
Key Question: For whom are we creating value? \Wieooair most important
customers?

Key Resources. Key resources are the assets required to offédativer the
five previously described elements. Key Questidkbat Key Resources do
our Value Propositions require? Our Channels? @ustoRelationship?
Revenue Streams?

Key Activities. Key activities are the actual jobs and operatioesded to be
performed in order to produce key resources.Key s@Quas: What Key
Activities do our Value Propositions require? Ouha@nels? Customer

Relationships? Revenue Streams?
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g. Key Partnerships. Key partnerships involve activities that are outsed and
resources that are acquired outside the enterpteseQuestions: Who are our
Key Partners? Who are our key suppliers? Which Regources are we
acquiring from partners? Which Key Activities datpers perform?

h. Cost Structure. The eight previously described business modemnetes
result in a cost structure. Key Questions: Whattheemost important costs
inherent in our business model? Which Key Resouatesmost expensive?
Which Key Activities are most expensive?

i. Revenue Streams. Revenue streams result from value propositions
successfully offered to customers. Key Questions: What value are our
customers really willing to pay? For what do theyrently pay? How are they
currently paying? How would they prefer to pay? Hdaes each stream

contribute to overall revenues?
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Please describe yout' Business model of your company according to Ostlefer’s

Business Model Canvas

Date:
BM1 Cause of
Change
Product or Value
Service Proposition
Customer
segment
Channels
Customer
Interface
Customer
Relationship
Key
Resources
Key
Activities
Infrastructure
Management
Key
Partnership
Revenue
Financial
Aspects
Cost
structure
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Please describe youf“Business model of your company according to Ostlter's

Business Model Canvas

Date:
BM2 Cause of Change

Product or Value

Service Proposition
Customer
segment
Channels

Customer

Interface Customer
Relationship
Key
Resources
Key
Activities

Infrastructure

Management Key
Partnership
Revenue

Financial

Aspects
Cost
structure
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Please describe youl’Business model of your company according to Ostkter’s

Business Model Canvas

Date:
BM3 Cause of Change
Product or Value
Service Proposition
Customer
segment
Channels
Customer
Interface
Customer
Relationship
Key
Resources
Key
Activities
Infrastructure
Management Key
Partnership
Revenue
Financial
Aspects
Cost
structure
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Please describe youl"Business model of your company according to Ostkter’s

Business Model Canvas

Date:
BM4 Cause of Change)

Product or Value Proposition
Service

Customer segment

Channels
Customer Customer
Interface Relationship

Key Resources

Key Activities
Infrastructure :
Management Key Partnership

Revenue
Financial
Aspects

Cost structure
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