IUIRST —International Journal for Innovative Research in Science & Technology|Volume 1| Issue4 | September 2014
ISSN(online) : 2349-6010

Business Model for Start up Organisation

Moirangthem joychand singh Dr H.Ramakrishna
P.G Student HOD
Department of Industrial Engineering and Management Department of Industrial Engineering and Management
DSCE, Bangalore DSCE, Bangalore
Abstract

Business model is a reflection of the firm’s realized strategy. The business model is an abstract concept with many facets. It describes
the implementation of a business concept and is used for multiple purposes by different users. We find that in simple competitive
situation there is a one-to-one mapping between strategy and business models which makes it difficult to separate the two notions.
For a start up company it is very important to develop a business model for it growth and acquiring a place in the market. | developed
a model known as “PADDY FIELD BUSINESS MODEL” which points out the important areas of a start up company. It includes
the organizational structure, investors, resources, product features, market analysis, licensing and pricing, customers and revenue.
The model focuses on every aspect from starting of an organization till the generation of revenue and the organization growth as a
whole.
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I. INTRODUCTION

A business model is a conceptual tool that contains a set of elements and their relationships and allows expressing a company's logic
of earning money. It is a description of the value a company offers to one or several segments of customers and the architect ure of
the firm and its network of partners for creating, marketing and delivering this value and relationship capital, in order to generate
profitable and sustainable revenue streams. The term ‘Business Model” was used for the first time in an accounting standard issued
by the IASB when it was explicitly introduced in 2009’s IFRS 9 Financial Instruments. A reference to the business model was also
included in the 2008 Exposure Draft of the Conceptual Framework, but not maintained in the final version. A firm’s business model
is its plan or diagram for how it competes, uses its resources, structures its relationships, interfaces with customers, and creates value
to sustain itself on the basis of the profits it generate. The term “business model” is used to include all the activities th at define how a
firm competes in the market place. We live in a competitive, rapidly changing and increasingly uncertain economic environment that
makes business decisions complexand difficult.

Il. REVIEW OF LITERATURE

In the paper From Strategy to Business Models and to Tactics by Ramon Casadesus-Masanell, Joan Enric Ricart The notion of
business model has been used by strategy scholars to refer to “the logic of the firm, the way it operates and how it creates value for
its stakeholders.” On the surface, this notion appears to be similar to that of strategy. We present a conceptual framework to separate
and relate business model and strategy. Business model, we argue, is a reflection of the firm’s realized strategy. We find that in
simple competitive situations there is a one-to-one mapping between strategy and business model, which makes it difficult to
separate the two notions. We show that the concepts of strategy and business model differ when there are important contingencies
upon which a well-designed strategy must be based. Our framework also delivers a clear separation between tactics and strategy.
This distinction is possible because strategy and business model are different constructs

This thesis Integrated business model and strategy for sustaine competitive advantages by Karoline ramos korsaa studies the
business model as a possible integrator of different strategic perspectives on firms* sustained competitive advantage . It presents the
arguments for viewing the business model as a concept closely related to strategy in general and competitive advantage in particular.
Furthermore, it reviews existing business model literature in order to determine how this field can contribute to our understanding of
sustained competitive advantage.

I111. OBJECTIVES

The objectives of the dissertation are:
— Todesign, analyze and change the business logic of the firm
— Gaining an important position in managing under uncertainty situation
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— The business model as the strategy's implementation into a conceptual blueprint of the company's money earning logic. In
other words the vision of the company and its strategy are translated into value propositions, customer relations and value
networks

— In general the purpose of creating this model is to help understand, describe, or predict how things work in the real world by
exploring a simplified representation of a particular entity or phenomenon.

— To provide all the needs for a start up company from the very beginning of the company to increase cash flow and its value.

IV. RESEARCH METHODOLOGY

As business innovation research is still a young phenomenon, we used a two-step approach to analyze the basic patterns of business
models.

In phase 1 we analyzed 250 business models that had been applied in different industries within the last 25 years. As a result
we identified 55 patterns of business models which served as the base for new business models in the past. More than five years of
research and practice in the area of business model innovation have culminated in a methodology that helps firms structure and
navigate the process: the Business Model Innovation Map, which guides the innovator through the many opportunities a company
faces.

In phase 2 we used that knowledge and, together with selected companies, developed a construction methodology which is
based on two basic principles: First, 90 % of all new business models have recombined already existing ideas, concepts and
technologies as we found in our research group. Consequently this fact has to be used for developing new business models. Second,
we applied the iterative process of design thinking, which was developed at the Institute of Design at Stanford University. T his
action-based research approach helped us to learn more about the practical use of the design of new business.

V. DEVELOPMENT OF A NEW BUSINESS MODEL

A. Central Dimensions of Business Model
Who: Every business model serves a certain customer group (Chesbrough and Rosenbloom 2002; Hamel 2000). Thus, it should
answer the question "Who is the customer?” (Magretta 2002). Drawing on the argument from Morris et al. (2005, p. 730) that the
“failure to adequately define the market is a key factor associated with venture fail-ure”, we identify the definition of the target
custom-er as one central dimension in designing a new business model.

What: The second dimension describes what is offered to the target customer, or, put differently, what the customer values. This
notion is commonly referred to as the customer value proposition (John-son et al. 2008), or, more simply, the value proposi-tion
(Teece 2010). It can be defined as a holistic view of a company's bundle of products and ser-vices that are of value to the customer
(Osterwalder 2004).

How: To build and distribute the value proposi-tion, a firm has to master several processes and activities. These processes and
activities, along with the involved resources (Hedman and Kalling 2003) and capabilities (Morris et al. 2005), plus their orc hestration
in the focal firm’s internal value chain form the third dimension within the design of a new business model.

Value: The fourth dimension explains why the business model is financially viable, thus it relates to the revenue model. In essence, it
unifies aspects such as, for example, the cost structure and the applied revenue mechanisms, and points to the elementary question of
any firm, namely how to make money in the business.

Value
Proposition

= e =

Fig.1: Central dimension of business model

B. Stepsfor New Business Model
Three steps pave the road to a new business model
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1) Step 1: Initiation — preparing the journey

Before embarking on the journey towards new business models, it is important to define a starting point and rough direction.
Describing the current business model, its value logic, and its interactions with the outside world is a good exercise to get into the
logic of business model thinking. It also builds a common understanding of why the current business model will need an overhaul,
which factors endanger its future, or which opportunitiescannot be exploited due to the current way of doing business. Explicating
these woes and the predominant industry logic provides a rough direction according to which the generic business model patterns
should be interpreted in step

2) Step 2: Ideation — moving into new directions

Re-combining existing concepts is a powerful tool to break out of the box and generate ideas for new business models. To ease this
process, we have condensed the 55 patterns of successful business models into a handy set of pattern cards. Each pattern card (see
Figure 3) contains the essential information that is needed to understand the concept behind the pat-tern: a title, a description of the
general logic, and a concrete example of a company implementing the pattern in its business model. During the stage of ideation, the
level of information on the card is just right to trigger the creation of innovative ideas.

The way in which we apply the cards is termed pattern confrontation to describe the process of adapting the pattern to one’s
own initial situation. Participants, typically divided into groups of three to five people, ask themselves how the pattern wo uld change
their business model if applied to their particular situation.

At first glance the cards might seem unrelated to the problem, however, the results are quite surprising. Often the stimuli, in
the form of pattern cards, cause innovative ideas to emerge, which inspire discussions among the group members. In one in -stance,
for example, the task of fitting the SUB-SCRIPTION pattern to the business model of a ma-chine manufacturer led to the idea of
training sought-after plant operators and leasing them to customers. The concept was implemented and now contributes to the
company’s turnover while at the same time strengthening ties with customers — which had been the original reason for thinking about
a new business model.

3) Integration — completing the picture

There is no idea that is clear enough to be immediately implemented in a company. On the contrary, promising ideas need to be
gradually elaborated into full-blown business models that describe all four dimensions - Who-What-How-Value? and also consider
stakeholders, new partners, and con-sequences for the market

VI. PADDY FIELD BUSINESS MODEL

1. ORGANISATION STRUCTURE

2. INVESTORS

3. RESOURCES

4. PRODUCT FEATURES

5. MARKET ANALYSIS

6. LICENSING AND PRICING

7. CUSTOMERS
\ /

8. REVENUE

Fig.2: Paddy Field Business M odel
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A. Organization Structure

An Organization structure may be defined as the established pattern of relationships among the components of the organization.
Organization structure in this sense refers to the network of relationships among individuals and positions in an organization.
Jennifer and Gareth have defined organization structure as the formal system of task and reporting relationships that controls,
coordinates and motivates employees so that they cooperate and work together to achieve an organization’s goals. In fact
organization structure describes the organization framework. Just as human beings have skeletons that define their parameters,
organizations have structures that define-theirs. It is like the architectural plan of a building.

B. Investors

An investor is a person who allocates capital with the expectation of a financial return. That is, someone who provides a business
with capital and someone who buys a stock are both investors.

The following classes of investors are not mutually exclusive

1) Retail investor
— Individuals gambling in games of chance.

— Individual investors (including trusts on behalf of individuals, and umbrella companies formed by two or more to pool
investment funds)

2) Institutional investor
— Venture capital funds, which serve as investment collectives on behalf of individuals, companies, pension plans, insurance
reserves, or other funds.
— Businesses that make investments, either directly or via a captive fund
— Investment trusts, including real estate investment trusts

C. Resources
An economic or productive factor required  to accomplish an activity or as meansto undertake an enterprise and achieve
desired outcome.

— Engineering resource
— Marketing and Sales resource

D. Product features
The function of an item which is capable of gratifying a particular consumer need and is hence seen as a benefit of owning the item.
In business, a product feature is one of the distinguishing characteristics of a product or service that helps boost its appeal to
potential buyers,and might be used to formulate a product marketing strategy that highlights the usefulness ofthe product to targeted
potential consumers.

E. Market Analysis
A market analysis studies the attractiveness and the dynamics of a special market within a special industry. It is part of the industry
analysis and thus in turn of the alobal environmental analysis. Throuah all of these analyses the strenaths, weaknesses, opportunities
and threats (SWOT) of a company can be identified. Finally, with the help of a SWOT analysis, adequate business strategies of a
company will be defined. The market analysis is also known as a documented investigation of a market that is used to informa firm's
planning activities, particularly around decisions of inventory, purchase, work force expansion/contraction, facility expansion,
purchases of capital equipment, promotional activities, and many other aspects of a company.
David A. Aaker outlined the following dimensions of a market analysis:

—  Market size (current and future)

—  Market trends

—  Market growth rate

—  Market profitability

— Industry cost structure

— Distribution channels

— Key success factors

— Key success Details

F. Licensing

License refers to that permission as well as to the document recording that permission. Licensing may be defined as an arrangement
between two parties, where one party has proprietary rights over some information, process, or technology protected by a patent,
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trademark, or copyright. This arrangement, specified in a contract, requires the licensee to pay a royalty or some other specified sum
to the holders of the proprietary rights (licensor) in return for permission to copy the patent, trademark, or copyright. Thus, licensing
has significant value as a marketing strategy to holders of patents, trademarks, or copyrights to grow their business in new markets
when they lack resources or experience in those markets. It is also an important marketing strategy for entrepreneurs who wish to
start a new venture but need permission to copy or incorporate the patent, trademark, or copyright with their ideas.

G. Pricing

Pricing is the process of determining what a company will receive in exchange for its product or service. Pricing Strategy After a
good or service has been developed, identified, and packaged, it must be priced. This is the second aspect of the marketing mix As
noted earlier, price is the exchange value of a good or service. Pricing strategy has become one of the most important features of
modern marketing. All goods and services offer some utility, or want-satisfying power. Individual preferences determine how much
utility a consumer will associate with a particular good or service. One person may value leisure-time pursuits while another assigns
a higher priority to acquiring property, automobiles, and household furnishings. Consumers face an allocation problem: Their scarce
resource of a limited amount of money and a variety of possible uses for it. The price system helps them make allocation decisions

H. Customers

Too many start ups begin with an idea for a product that they think people want. They then spend months, sometimes years,
perfecting that product without ever showing the product, even in a very rudimentary form, to the prospective customer. When they
fail to reach broad uptake from customers, it is often because they never spoke to prospective customers and determined wheth er or
not the product was interesting.When customers ultimately communicate, through their indifference, that they don't care about the
idea, the start up fails.

I. Revenue

For any start up, generating revenue early in the business lifecycle can be difficult and oftentimes will take longer than you ever
expect. The sales cycle will vary depending on a number of factors, including the complexity of the sale, selling price, or the budget
of the customer. Selling to a few specific verticals or sectors can be a more effective and efficient way to start as it allows you to
focus your time and efforts.

1) Steps for generating revenue
— Develop an actionable sales plan with goals
— Utilize a CRM system (such as Salesforce.com) and use if religiously
—  Network, network, network
—  Offer samples, trials, pilots with the expectation that if they go well the prospect will continue through your funnel
— As the owner, dedicate time daily to selling

VII. CONCLUSION

The paper explained the Business model for start up company where they face lots of challenges and struggle. This business mo del
will help out in eliminating some of the problem faces and can give easy and simple idea about the organisation growth and
development. This business model is used to improve communication and understanding of the fundamental questions of a business.
This will pave the way for more cumulative research on business model. | hope that the proposed model will help in generating more
ideas on business model research and development.
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