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The three steps 
of  a Business Model

1. Creating Value 

 Start with customer segments specifying who your customer is and 
what his/her specific characteristics and circumstances are. What can you 
find out about their socio-economic situation? Their income? Their preferenc-
es, needs, behaviors, attitudes? You may be serving different segments of one 
population. Start with one. 

 As a social entrepreneur, you may have to segment customers from 
beneficiaries. The ones paying for your product or service are not always the 
ones using it exclusively (think Ruby Cup’s one-for-one model). Consider both 
customer segments and develop personas for each. 

 The value proposition is the key to your business. Is the value you are 
creating - providing education to underserved communities or improving 
healthcare access - something that your beneficiaries appreciate as much 
as you think? The value proposition explains what problem you are solving for 
your beneficiaries and how. Figuring out whether or not your product or service 
meets customer needs may be my favorite part of the whole canvas exercise. If 
forces you to develop an in-depth understanding of customers needs, desires, 
and their reasons for not being able to overcome the issue themselves. The 
product or service you develop should address these factors to ensure you are 
meeting a real need under your beneficiaries’ limited condition. Use the Value 
Proposition Canvas to drill down on the specific details of what problem your 
customer is facing and how exactly you are addressing it. Getting this part right 
is crucial. 

 A social enterprise’s value proposition includes the value created for 
both the individual and society at large - the enterprise’s social impact. If your 
customers and beneficiaries are not identical, ensure it specifies how you cre-
ate value for both.

 Channels describe how you are going to deliver that value to your cus-
tomers. Will you have your own storefront, partner with existing stores, or sell 
your goods and services online? 

 Depending on the beneficiaries you are trying to reach, you may have to 
get creative in reaching them. Identify channels that are easy - or at least pos-
sible - for them to access. Consider whether they are literate, use mobile tech-
nology, have reliable access to electricity or public transport. Access limitations 
are easily overlooked so consider these from the start.
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 Customer relationships outline how you interact with your customers. 
Are you offering personal assistance or will they be able to get their hands on 
your product through self-service? Will you offer service through community 
relations or will customers go through an automated system?

 Trust and respect are key when working with underserved communi-
ties. Relationships with your customers should reflect this in every aspect of 
communications.

2. Delivering Value  

 Key resources are a breakdown of what inputs you will need to deliver 
your product or service. If you make a product, your key resources may include 
costly machinery and manufacturing facilities. If you are in the service industry, 
your key resources may be technology or some specific intellectual property. 
Think of them in terms of physical, human, intellectual, financial.

 Speaking of activities: What is your main job to run this business suc-
cessfully? Are you developing a technological solution? Are you selling fair-trade 
goods, training ex-convicts in job skills? These are your key activities. Make sure 
they all drive your intended social impact. It is easy to be overwhelmed with all 
the opportunities you can potentially pursue to make the world a better a place. 
Stick to your guns and focus on your KEY activities. For now. If you are success-
ful with your first set, you can always expand. One step at a time.

 Often, especially in the social sector, you rely on partners to make your 
solution work. Key partnerships highlight the relationships that are crucial to 
your business’ success. 

 As a social entrepreneur you pursue at least a double- if not triple-bot-
tom line. This means you are - by definition - accountable to a wider spectrum 
of stakeholders. The best way to nurture and manage these relationships is by 
building partnerships with key stakeholders in sectors relevant to your venture. 
Who else is trying to solve the issue you are working on? Who are your allies? 
Especially if you work in emerging economies it is crucial to forge trust and 
strong relationships with partners in your value chain. 

3. Capturing Value 

 How are you going to pay for all this? Revenue streams indicate how 
you make money. Ideally, you are selling your product to generate revenue. If 
that’s not an option, can you sell one version to customers who can afford it 
in order to subsidize sales to less affluent customers? Your revenue streams 
may be based on the direct sale of your product or service, a subscription fee, 
or renting, lending or leasing. Be creative. This also brings us back to customer 
segments and value proposition. 

 Every social entrepreneur I’ve worked with has heard this piece of ad-
vice early on: Don’t give your product away for free. Don’t make your benefi-

ciaries dependent on free handouts, give them the dignity to pay for what you 
offer, even if it is a very small amount. We all appreciate the things we pay for 
more than for the ones we get for free. Charge SOMETHING for your product or 
service, and find other ways to generate revenue to at least break even. Is there 
a secondary customer base for your product or service? Can you partner with 
third parties to bring your product to market (development agencies, insurance 
companies)? Generating multiple revenue streams makes you less dependent 
and more resilient in case one stream dries up.

 In order to define your price points for revenue streams, you need to 
have a very clear idea of your cost structure. Cheap airlines operate on a low-
cost structure while your social business - hopefully - runs on a value-driven 
one, which may include high quality (think Cartier) and high ethical value. Ide-
ally you manage to combine elements of both. Don’t sacrifice quality to save 
on cost. Think of your cost structure in terms of fix versus variable costs, and 
whether you capitalize on economies of scale (cost per unit decreases with 
more units produced) or scope (can you produce similar products or services 
while banking on shared machines, packaging, etc.?). 

 Depending on how you’re structured and what partnerships you have 
in place, consider whether you can outsource any costs to partners, and which 
elements you may be able to receive at a discount or through philanthropic giv-
ing. Which types of market capital do you have access to?

Summary

 There are many variations on the business model canvas, specifically for 
social entrepreneurs and mission-driven businesses. Here it is used the Social 
Lean Canvas for teaching before. 

 The business model canvas is a great tool to help you sketch out your 
social enterprise idea. It evolves along with every round of testing and iteration 
your idea goes through - make sure to keep it up to date (post-its go along 
way!).

 With that said, remember that it’s also only that. A tool. It does not fo-
cus on analyzing your competition, nor does it guide you in terms of marketing 
and communicating your product or service - all of which inform your strategy. 
The canvas captures the key factors of your potential business; it’s up to you to 
complement elements that are crucial to YOUR business’ success.
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Business Model Diagram

In order to describe your business model give answers
to the following questions;

First of all name your company and the industry you are going to get involved.
Then answer to the following three groups of questions:

A. Creating Value - Questions

1. Which is your target market/group. Give information about their:
 a. Values
 b. Preferences
 c. Needs
 d. Behaviors
 e. Population
 f. Location
 g. Attitudes
 h. Income
 i. Education and knowledge
 j. IT skills
 k. Employment

Creating Value: 
Their preferences, needs, 
behaviors, attitudes? 
You may be serving dif-
ferent segments of one 
population. Start with one. 

Delivering Value: 
Key resources are a 
breakdown of what inputs 
you will need to deliver 
your product or service. 

Capturing Value: 
How are you going to 
pay for all this? Revenue 
streams indicate how you 
make money. Ideally

B. Delivering Value - Questions

 a. What machinery will you use
 b. Which processes you will follow
 c. Who will be your providers
 d. What network will you develop
 e. Who are your main stakeholders?
 f. How will you manage logistics
 g. What kind of people and how many with which qualifications will you  
 need for your production
 h. How each one of these resources that you will use is covering the  
 needs and desires of the target market you have described in the first  
 letter A.
 i. Why your product or services will be considered of value from your tar 
 get market so as to ensure viability.

C. Capturing Value – Questions

 a. Which is the needed starting capital for your entrepreneurial initiation
 b. Which is your fixed and variable cost
 c. Which are your funding sources
 d. How and when you will reach your break even point 
 e. Which will be your pricing policy
 f. Will you outsource any cost and how?
 g. How much working capital will you needs on a daily or month basis 
 and why
 h. Which are your financial aims and objectives?

All answers must be justified.




