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Course “Digital Business Models”
Overview

Digital Transformation — PwC‘s Point of View
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Market Overview & PwC'’s Point of View

Just a vision?

How global megatrends change the way we
live...
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Market Overview & PwC'’s Point of View

|
Any idea what lies behind this numbers?

$5 Million vs. $900

Price of the fastest supercomputer in 1975 (CDC-7600) and an iPhone 4 with
equal performance

(km'.'.“’x.w"

nl&;h}é
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Market Overview & PwC'’s Point of View

|
The election of the pope in 2005 ...

Source: Spiegel online
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Market Overview & PwC'’s Point of View

I [ ]
... and in 2013!

Source: Spiegel online
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Market Overview & PwC'’s Point of View

|
Digital Transformation
...with regard to the world‘s population

Numbers in Billions

. World Population
. Mobile Phones

2012 2 015 2020 (incl. sensors etc.)

. Smartphones

. Online Devices

Digital Business Models 18 November 2015
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Market Overview & PwC'’s Point of View

Digital consumers have already outnumbered
traditional consumers

Profitable growth in the digital age

Old world paradigm Transformation period New digital normal
100
90 \\
80
70 \\
60
50 N
40 &, -
30 — ~—_ -
20 // \\‘
10 /
0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
- Traditional Consumers — Digital Converts Digital Natives Source: PwC Analysis

Increasing degrees of digital fitness are required to play and win!
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Market Overview & PwC'’s Point of View

Businesses have only just begun to
understand how to create value with new
digital tools ...
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Market Overview & PwC'’s Point of View

| . . .
New technologies and a changing consumer behavior
have a significant change impact on the business world

What do we mean

by “Digital
Transformation™?

ddddq

Change of Business Models

Business change,
triggered or

enabled by
digital technology

Technologies

Computing Customer behavior
and
Power — . e change due to
everywhere Applications - Digital
. everywhere » g «
available Natives

available

Realtime analytics
of large amounts of
data — by
intelligent
Algorithms

Transparency
and
Information —
everywhere at
any time

New interaction
models — due to
the “Always on”
Culture

Digital Business Models
PwC
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Market Overview & PwC'’s Point of View

PwC’s four-wave-model describes the digital maturity
of a client’s business model (Amazon example)

amazoncom

sy =

Digital Commerce

« Offline and online
channel

* Product centricity

“I bought a Book
on Amazon.com”

Dlgttal Consumptlon

Iifﬁ

i ST

* Complex data analytics
* Personalized offering
* Cross-channel

“I buy lots of Books

on Amazon — now I
see “what, how much

and how I read” &
receive personal

offerings.”

o \maron shopping experience:
by Lapping into your Facebook aetwork.

* Omni-Channel
* Individualized services

* Organized innovation

“T've created an
Amazon/Kindle
profile & share my
interests with
Amazon and
Facebook.”

Digital Ecosystem
__——» Cloud )
— Video amazen,
— Books
— Publishing
— Food amazen

e Support
\ Financial EH
Newspaper
* Value network

* Partner ecosystem

* Customer empathy

“T use Amazon’s food
delivery service, their
credit card and cloud
computing services.”

Digital Business Models
PwC
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Market Overview & PwC'’s Point of View

| .
The current competitors are not beyond wave two, but
new market players will enter the industry value chain

Outside-In-View

Digital Digital Digital Digital
Pr Commerce Consumption Identities Ecosystem
ocesses
& Inﬁ'a- Online & offline No line
structure customer info - mm— Value network
Supply chain logistic Ad hoc sourcing
/JUNKERS _\ - .’[1 . n
Digital EVaillant
Vision Service centricity
. Product trici L\
& Business Froduct centricity Partner ecosystem
Goc ;gle
Customer Mass products
_ Traditional customer eessssssssmn  Customer empathy &
Engage & product anticipated needs
ment segmentation
N
. . Co-creation

Silo mentality o .

People & . . B Agile innovation
Formal hierarchies .
Culture Smarter organization
Digital Business Models EVaillant  VIESMANN <7JUNKERS .rF - Google November 2015
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Market Overview & PwC'’s Point of View

|
SMAC
Digital Transformation Drivers

ocial

obile

nalytics

loud
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Market Overview & PwC'’s Point of View

A myriad of services can be embedded due to
SMAC technologies

Mobile Loyalty Web-Shop Mobile Remote Value Added
Payment Programs / Advertising / Maintenance Services (Hotel,
o ci al Couponing Taxi, Booking)

my
(d
obile
[d
na ly t"_c S Social Media Customer Self App Ecosystems Automated Cyber Airport Security
Campaign Service / (Tablets etc.) Parking Systems Services
Mobile POS

A

'Qx-lcq“l = R / 0
2 R
loud ?“@@ %

HEERE
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Market Overview & PwC'’s Point of View

|
How Social Media is changing the world

50% of people learn about breaking In 2011 the NYPD added a Twitter
news on Social Media. tracking unit and has used social
networking to arrest criminals who
have bragged of their crimes online.

&;

Social Media has enabled greater
political awareness and
organization, which has in some cases
rewritten entire political landscapes.

Political Change Music Industry

Digital Business Models 18 November 2015
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Market Overview & PwC'’s Point of View

Mobility requires integration of a wide set of devices
and technologies

Industrial Fleet Health Access Points Desktop/
Machines Machines Laptop

o )
Lo )

()
()

()
()
()

s

©

Device Ecosystem

Sensors Handsets Utility Cameras Retail
* Pressure * Gas Machines Machines
* Electri- ¢« Tempe-

city rature

G

Digital Business Models
PwC
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Market Overview & PwC'’s Point of View

Real-time analysis of structured and unstructured
data will become a core competence
Data analysis

Detect correlation Search abnormalities Identlfy groups
® . ' o® _ o
® ~.'o .o o .o ¢
®e o © o °%
I e % ¢ %0 o

Predict events Analyze networks

Digital Business Models

18 November 2015
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Market Overview & PwC'’s Point of View

There are three main factors enabling potential
business benefits of using cloud computing

%
==
==

O

=

Connected Specialized

Cloud Computing

Responsive

—

O-¥p-0
o0

Digital Business Models
PwC

v

Dropbox

O

iCloud

D>

GMEJ”

by (;0031(‘

—J 3

PlayStation.3
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Market Overview & PwC'’s Point of View

|
We have a holistic approach to cover Digital
Transformation demand among the whole lifecycle

PwC Transformation Process (Transform)
Assess & Construct Qi Implement
Strategize

Digital Business Model

Customer Engagement

~
g9
L
IR
S 2
O © Processes
N D
> 5
Q g I DY D —
g Fg Compliance, Legal,
n Risk & Security
I Y R ——
People & Culture
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Introduction: Business Model Design
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Introduction: Business Model Design

The breakthrough of new technologies and
its impact on existing business models is still
to come...

Digital Business Models 18 November 2015
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Introduction: Business Model Design

| . . .
The breakthrough of new technologies and its impact
on existing business models is still to come

1999 - 2007: From 2007: Establishment
Increasing digitization of disruptive technologies

Tomorrow:
New digital ecosystems

* Internet as sales channel
» New digital market places
+ Digitization of products

 Digitization of processes

Change of Business Models

Google

OiNg
You D
Linked [}

amazoncom

Google
©©)

tripadvisor

New partnering models
Flexible value chain networks
Service-orientation

Convergence of industries
(Consolidation)

Digital Business Models
PwC

18 November 2015
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Introduction: Business Model Design

| . .
The term “business model” is used for a broad range of
informal and formal business descriptions

Definition of a business model

“A business model describes the rationale
of how an organization creates, delivers,
and captures value (economic, social,

cultural, or other forms of value).”
Comments:

e This definition is
based on “Business
Model Generation”.

It has become the

Source: PwC; Business Model Generation, A. Osterwalder, Yves Pigneur,
Alan Smith, et. al, self published, 2010

most widely-used
definition for the
term “business
model”.

Digital Business Models 18 November 2015

PwC
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Introduction: Business Model Design

The choice of a suitable business model depends on

different factors

Client’s Strategic Goals

« Revenue Growth e Innovation
» Profitability Leadership/
Diversification

* Price Leadership

Example

» Value Networks / Partner Ecosystem
* Next Generation Commerce
* Service Orientation

Technology-Enabled Business Models

Macro Trends

» Health Care « Smarter Organiza-

+ Sustainability tions

« Digital Consumers * Industry 4.0

« Consumerization « Changing customer
behavior

Digital Business Models
PwC

Green IT * Cloud Computing

Internet of Things  * Mobile Computing
Big Data
Social Computing

18 November 2015
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Introduction: Business Model Design

| . .
The “Business Model Generation” framework and
market trends are the basis for business model design

Business Model Generation Market-economical key trends

| g
You're holding a handbook for visionanias, game changers, e :-__:‘;J;jf".
and challangers striving to defy outmoded business models ..'\_-_--{!\'-7?‘-;"--'_1.'-;_“-‘

, and dasign fomorow's enterprises. It's a ook for the . .. 2w = T

AR g bk

‘ - b ."'.‘._.a.l*:

5 = 4k :____.-_'_'1.__ 'H:,'":._ -
Business =

_— 3 —t ; +
' - 1 | [{H ;
Model Lo E |
G t. g ¥
i s ! 2 E:
cneration ) 7 e &
= = I = - y !:‘.’__
WRITTEM BY — L,
Kermrme s i e Pres - 1 fa
CO-CREATED BY o = % f-.l -..
. wrmsng o of 471 pracfftoren iram 8 ccaniim. % [N T |
DESIGMED BY a [ |
[N m— B | g e il
| py—=L | r - 1 i
¥ — 1 " - -
[ b ] =i | b { I
{ = F 7 2 W I - pen ey L Tw)
—— Ry 7 (1Y | P DLl

* Widely-used design framework « Key trends for technology-enabled
 Business Model Canvas is a visual chart Innovations

« New thinking and technological
breakthroughs into existing ecosystems

Digital Business Models 18 November 2015
PwC
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Introduction: Business Model Design

! . .
Canvas is a template for developing new or
documenting existing business models

The Business Model Canvas Comments:

e Enables an
opportunity to
design business
models creating

value for

~5 e

My Key A™¥® Channels business,

Resources
customers and

& Key ), Key ®) Value Gy Customer  fch Customer
Partners Activities Propositions Relationships Segments

society

- * An easy-to-use
== Cost {;—' Revenue y
Structure Streams methOd tO

illustrate ideas
and dependencies
of business
models

Source: PwC; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al, self published, 2010

Digital Business Models 18 November 2015
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Introduction: Business Model Design

| .
Business Model Canvas
A template for developing new or documenting existing business models

Key
Partners

» Who are our Key partners?

= Who are our key suppliers?

= Which key resources are we
acquiring from partners?

» Which Key Activities do
partners perform?

Motivations for
Partnerships

Optimization and economy

Reduction of risk and
uncertainty

Acquisition of particular
resources and activities

Cost
Structure

» What are the most important costs inherent in our business model?

S, X
L Activities

= What key activities
needed to deliver:

=our Value Propositions?
=Our Distribution
Channels?

=Customer Relationships?
=Revenue streams?

(7 Key
Resources

* What key resources do
our Value Propositions
require?

Types of Resources

Physical, Intellectual

(brand patents, copyrights

etc), Human

» Which Key Resources cause which expenses?

» Which Key Activities cause which expenses?

Digital Business Models
PwC

*, Value
Propositions

What value do we deliver to
the customer?

Which one of our customer’s

problems are we helping to
solve?

What bundles of products
and services are we offering
to each Customer Segment?

Which customer needs are
we satisfying?

Revenue
Streams

w Customer

Relationships

» What type of

relationships does each of
our Customer Segments
expect us to establish and
maintain with them?

= Which ones have we

established?

a_-., Channels
Through which Channels
do our customer
(segments) want to be
reached (store, online,
ete)?

How are our Channels
integrated?

» For what do they currently pay?

ew Customer
AN Segments

» For whom are we creating

value?

* Who are our most important

customers?

» For what value are our customers really willing to pay?

18 November 2015
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Introduction: Business Model Design

Separate areas of the Canvas can be used as a
guideline to analyze a company's holistic situation

The Business Model Canvas

The Business Model Canvas
J&'{?\' J’aru.'ters | j Ki so re Value J’m.;m.[ri-un.s. - Customer Refﬂrjonships"-\;z C.us.r.?mer Segments &-‘
payment fraud ree Voip  CUstomization mass
providers mgmr . cusfomers,
and video |
- . . - globally
Cﬂﬂfﬂq Channels fm._h‘ ‘
; user base : |
Logitech :
1w Skype.com SME
telco soliware cheap calls  _ businesses
via s out i
pariers | Sorware kype Logitech, ...
developers | |
Cost Structure ! ;’ R = .f;'"’.i__r,,
= complaint £ "";g:::’ € ; N
' management | * S
software
| free
wwn del’efopm ent FZ=mEsEE Q0080

Example Skype

Source: PwC; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al, self published, 2010

Digital Business Models
PwC
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Introduction: Business Model Design

Business model patterns are architectural design ideas
used as archetypal and reusable descriptions

B el

Popularity

Products

The "hits"

0 App Store

The Long Tail - niche content

Ll..ld com.

Multi-Sided Platforms The Long Tail Open Business Models

Unbundling Business Models Free as a Business Model

9. (&
N

’1 UNEUNDLINC;._
[Buum.w
S of

P s

st v ”‘gv

l %ﬁ@&

LungunoLED:!

NAesm-w-r
Pﬂowa INNoVATION

ucmi&?
MANAGEMEN T

FREE1
(cross-subsidy; get
one thing free, pay
for another)

XING’

Product 1

Product 2

S

Source: PwC; www.businessmodelgeneration.com; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al,

Digital Business Models
PwC

self published, 2010
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Introduction: Business Model Design

Unbundling Business Models combine fundamentally
different types of businesses

Example: Telco

R * Focus on three different
il S e types of businesses:
Infrastructure Management e Cus-tome? relatlo.nShlp?
product innovation and
— infrastructure
I el I B s « Each business has
EESFI::':E:; - col:::w © BASE ::::\::5 N mn:-:-_:“ Ic':J%EE[DH Separate economiC,
nano Customer Relationship o RETAIL o e
ot - competitive and cultural
- - MARKETING SERVICE REVENUES imperative
s s « Co-existence in a single
Product Innovation e . COI'pOI'atIOIl, but
& SERVICES [13 »
4 e unbundled” in separate
entities

Source: PwC; www.businessmodelgeneration.com; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al,
self published, 2010

Digital Business Models 18 November 2015
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Introduction: Business Model Design

|
Long Tail Business Models combine aggregated sales
of niche products

Example:
(4 (4
Book Publishing Old Model
CONTENT
ACQUIESITION
FUBLISHING -
S BREOALD
COMTENT BRDAD
(IDEALLY AUDMENCE
"HITS™}
FUBLISHING
KROW LEDGE RETAIL
MHETW ORE
CONTENT
PUELISHING / MARKETIMNG WHOLESALE REVEMLUES

Example:
[ [
Book Publishing NewModel
COMMUNITIES
FLATFORM
DEVELOFMENT OF INTEREST
OMLINE _
LOGISTICE | cp) FopuBLISH- PROFILE HICHE
ING SERVICES ALUTHORS
- MARKETPLACE
FOR MICHE _
PLATFORM HICHE
S CONTENT AUDIENCES
L b LULIL.COM
INFRA STRIMC -
TURE

PLATEORM MANAGEMENT SALES COMMISSIINS (LOW)

& DEVELDPMENT PUBLISHING SERVICE FEES

» Focus on offering a large number of niche products, each of which sells relatively

infrequently

« A small number of bestsellers account for most revenues

» Require low inventory costs and strong platforms to make niche content readily

available to interested buyers.

Source: PwC; www.businessmodelgeneration.com; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al,

Digital Business Models
PwC

self published, 2010
18 November 2015
35



Introduction: Business Model Design

|
Multi-Sided Platform Business Models combine
different groups of customers

Example Game Consoles: Example Game Consoles:
. ¢:{0).¢ Wii

kP & [KA A&V &R 2| L kP & |KA AW &R 2[5 L
HIGH PER- "FAMILY"
FoRnANCE g e CONSOLE CASUAL
o ACCESS 10 b fae
R & S R I e
LK
AUDIENGE EVEN RS CHEAD GAME
DEVELOB-
MENT COSTS
X C 4 \DROFITABLE
C3 S R$ - H{'ééﬂéss (3 ~F R "= HARDWARE SALES
ROYALTIES ROYALTIES

* Bring together two or more distinct but interdependent groups of customers

» Value to one group of customers only if the other groups of customers are also present,
value creation by facilitating interactions between the different groups

» A multi-sided platform grows in value to the extent that it attracts more users, a
phenomenon known as the network effect

Source: PwC; www.businessmodelgeneration.com; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al,
self published, 2010
18 November 2015
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Introduction: Business Model Design

I [ ] [ ] [ ] [ ]
Freemium Business Models combine non-paying and

paying customer segments

Example: Metro

g (I 7 i | » At least one substantial
KP & [KA i/VP  G|CR 2|CS t ;
WRITE & pRODUCE ACQUISITION customer segment is able
CSTRIEUTION RETENTION to continuously benefit
AD SPACE IN HIGH
S TRIBUTION CIRCULATION ADVERTISERS from a free-of-charge offer
AGREEMENTS WITH .
Erworks | | KR @i | esmsee | ¢ Different patterns make
e FREE CITY-WIDE y! .
BRAMND COMMUTER PAPER AD SALES FORLE the fI'ee Offer pOSSIble
DISTRIBUTION NET- .
WORK & LOGISTICS “raan sations, Non-paying customers are
financed by another part
C$ VP — RS \.: of the business model or
OF A DAILY PAPER e — by another customer
DISTRIBUTION FEES FOR AD SPACE IN PAPER
segment

Source: PwC; www.businessmodelgeneration.com; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al,

Digital Business Models

PwC

self published, 2010
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Introduction: Business Model Design

Open Business Models systematically combine
collaboration with outside partners

Example: Innocentive

 Create and capture value

PLATFORM ACCESS TO & .
MAMNAGEMENT BR gfsuvhmﬂu by systematlcally
- " OMNLINE PROFILES : ] 1
SOLVERS Yy - collaborating with outside
ACQUIRE SOLVERS (COMPANY)
& SEEKERS . rtners
OOMMECT "SEEK- pa

MAIJOR "SEEKERS" ERE" & "SOLVERS

« May happen from the

"SOLVERS"
(SCIEMTISTS) 13 . c_.» o,
P::?%CPFHThmiH ?EICI.EE:TS"!IE INNOCENTIVE.COM OutSIde_ln by eXplOItlng
O vSEekens | CASHREWAKDS external ideas within the

firm, or from the “inside-
out” by providing external

DL ATFORM MANAGEMENT FREE ACCESS 10 CHALLENGES parties with ideas or

ACQUISITION OF "SOLVERS" & "SEEKERS" SEE-TO.LISTEErREENGES L0

SOLVE COMMISSIONS ON AWARDS assets 1y1ng 1dle within the
firm

Source: PwC; www.businessmodelgeneration.com; Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, et. al,
self published, 2010

Digital Business Models 18 November 2015
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Introduction: Business Model Design

|
Our three-step-approach to technology-enabled
business innovation leads firms to a sustainable future

. Business Model Business Model
Pr r .
0 eparation e Generation 9 Assessment
 Analyze a firm‘s current  Create understanding * Define criteria for
(economic) situation for key technologies and business model
and business goals economical key trends assessment
* Identify technology and * Generate ideas for * Assess business models
market-economical key technology-enabled (strategic, finance,
trends relevant for client business models market, resource view)

 Design business models
with “Business Model
Canvas® o o

BM 5
+ ++

High

Client’s Strategic Goals
....... Actvines poposmON | meLAmowsiars | seowenTs

* Revenue Growth .
+ Profitability
+ Price Leadership

= R < v '

BM2 @ BM3@
M1 @

+

Business Benefit

Low
1

cosrsmmocrunt T s Low High
Feasibility

Digital Business Models 18 November 2015
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Introduction: Business Model Design

| . . .
Criteria (KPIs) to assess business models can be
selected from different clusters

Business Market Competitive Resource Financial Technology
Alignment View Advantage Orientation View View
Strategic Fit / Market Size / Competitive impact | Manufacturing costs | Risks Market entry costs
Business Fit Market Demand of technology
Impact on Market Growth Durability of Copyrights Price elasticity of Complexity
business competitive demand
advantage
Cannibalization Probability of Competition Core competencies / | Market barriers Uncertainty
effects commercial success (geographical limits, | strengths (capital intensity of
oligopoly (technology, industry, limits of
marketing, imitation)
operations)
Innovation potential Feasibility Time-to-break even Experiences / size of
(degree of innovation) skill-gap
Market Risk Protectability Effort / Resource Earned Value Added | Probability of
(geographic, political (Patents, proprietary | availability (EVA) technical success
situation, resources) knowledge)

Uniqueness Synergies (abilityto | Net present value /
leverage core Profitability
competencies)

Market Share Product margin

Digital Business Models

PwC

18 November 2015
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' Task: Business Model Design
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Task: Business Model Design

|
Investor Call

Describe your new business idea for your customer

Your task

Digital Business Models
PwC

Establish teams of 3-5 people and select one use case
Brainstorm new business ideas for your use case

Develop technology-enabled business models to your ideas
Select the most promising 1-2 business model idea(s)

Prepare an investor call meeting to present your business idea

8 min. presentation
2 min. Q&A

18 November 2015
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Task: Business Model Design

| Imvestor Call
Select one of the following five cases studies

Customer Loyalty@ . .. .
Insurance Digitization@

Media Industry

eCommerce@
Food & Beverage
Retail

Digital Business Models 18 November 2015
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|
Wrap up of the day

Comments?

Questions?

Digital Business Models 18 November 2015
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Task: Business Model Design

|
Use Case No 1: Customer Loyalty@Insurance

Background

The Insurance Company ,,WeCareforYou“ is an international corporation headquartered in Frankfurt, Germany with a
premium income of € 5bn in 2012. With nearly 5.000 employees it is one of the leading insurance companies in
Germany. It provides life- and property insurances for private and industrial customers

sWeCareforYou“ is quite active in some social networks (LinkedIn, Facebook, XING), but failed to implement a
comprehensive digital transformation strategy and did not invest sufficiently in digital opportunities

Therefore, compared to the competitors, the digital appearance lacks refinement

For the last two financial years the customer figures have not grown. “WeCareforYou” is forced to act

Client- Challenge

sWeCareforYou“ notices that customer acquisition and customer retention become more and more difficult
whereas customer needs become more complex

~WeCareforYou“ explores how to make more use of the existing client portfolio and how to increase customer
retention and customer value (e.g. cross selling potential)

Furthermore, the company has to reduce costs and the complexity of its internal processes

Digital opportunities might help to manage these challenges — but ,,WeCareforYou“ did not evaluate how this

might work out and how to integrate digital opportunities into their existing business processes

Digital Business Models 18 November 2015

PwC
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Task: Business Model Design

|
Use Case No 1: Customer Loyalty@Insurance

Please prepare 2-3 business models for ,WeCareforYou“ and compare them on a qualitative basis

Please consider the digital opportunities

How could ,WeCareforYou“ enhance its digital appearance in order to take advantage of the opportunities of the digital

transformation?

Digital Business Models

PwC

18 November 2015
46



Task: Business Model Design

Use Case No 1: Customer Loyalty@Insurance
First Ideas to increase customer value

Customer Value@Insurance Companies - Examples

Attract new Integrate Provide platforms + Social Networks
customers with feedback for (critical)
gamification - forums for discussions (e.g.
methods (e.g. Rapid/ a.d-hoc doctors and political aspects of . Blogs
insurance lzecqr.dlng hospitals insurance, scandals, &
simulation on hablht}_' liability cases)
cases via app
Facebook) . Twitter
Use Big Data from social CooI.)erqte with 3rd
media to customize Explain parties like gyms ‘
customer approach insurance » Website
policies in
common
speech  App

cheat they act differently)

Evaluate online cases of damage input
behavior, to detect fraud (if people

Revenue growth Cost reduction Reputation/Image
measures

Improve attention &
scandal management

Accelerate self service
& fraud detection

Attract customers &
increase selling's

Digital Business Models 18 November 2015
PwC 47



Task: Business Model Design

|
Use Case No 1: Customer Loyalty@Insurance
Mini Benchmark

Facebook Twitter Youtube
600000 14000 2000
1800
500000 12000 1600

10000
400000 1400
8000 1200
300000 1000
6000 800
200000 - 4000 600
200 -
0 - 0 -
A B C D A B C D A B C D
® Facebook Likes m Twitter Tweets  ® Twitter Follower ® Youtube Videos  m Youtube Subscribers
Facebook Twitter Twitter Youtube Youtube
Likes Tweets Follower Videos Subscribers
~WeCareforYou“ A 3.561 523 394 39 195
Competitor B 521.498 2.901 12.593 591 1.760
Competitor C 254.381 2.277 11.486 125 1.435
Competitor D 115.321 1.681 6.489 98 658
Digital Business Models 18 November 2015
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Task: Business Model Design

|
Use Case No 1: Customer Loyalty@Insurance

Business figures

Mio
Gross premiums EUR
written

%

Mio
Net premiums EUR
earned

%
Concluded Rl

insurance contracts

Digital Business Models
PwC

2.631

2.685

-2,7

2.591

-2,5

2.423.275

-2,5

2.761

2.486.342

-1,0

2.834

2,0

2.753

2,1
2.512.658

0,8

2.776

2,3

2.695

1,9
2.492.653

1,9
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Task: Business Model Design

|
Use Case No 2: Digitization@Media Industry

Background

sIradMedia“ is a national media company (newspaper and magazines) headquartered in Hamburg, Germany. Its
total revenues are about € 1bn per year

“TradMedia” divides its business activities into two divisions, each comprised of two business units. The publications
cover the areas of the economic and financial sector and range from a weekly newspaper to a few magazines for both
sectors

Against the global trend the owner and head of “TradMedia” insisted to the traditional way of print media and refused to
develop new technologies

s~IradMedia“ is loosing customers, so they are forced to work out a digital transformation strategy

Digital Business Models

PwC
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Task: Business Model Design

|
Use Case No 2: Digitization@Media Industry

Client- Challenge

*  Media (especially publishing) companies struggle with decreasing revenues due to declining circulation of their

print products

*  They are seeking for new opportunities to adapt their business models to the digital age

*  Most of the publishing companies have not yet identified such a business model, the media industry still seems to be
in a “trial-and-error”-phase

+ Integration of the digital strategy into the internal process — how can a media company stay visible?

*  What’s your USP that you offer your customers? It’s necessary to get a value from digital print media. Digital media
currently accounts for just 12% of the revenues compared to the traditional print media. However 1 of 10 magazine

subscriptions is already digital

+  Using costumer information to create opportunities in digital media

Your Targets

*  Please prepare 2-3 business models for TradMedia and compare them with each other on a qualitative basis

*  Please consider the challenge of decreasing revenues of media companies due to the declining circulation of print

products

Digital Business Models 18 November 2015
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Task: Business Model Design

|
Use Case No 2: Digitization@Media Industry
Key Questions for Media Companies — input for developing new
business models

1. What is my core business? (e.g. regional newspaper: local information, providing value for people in
a special region)

2. Which technical platform is suitable to support my core business? (e.g. separation of
content creation and re-utilization = focus on core business)

3. Which cooperation partners are appropriate to boost my core business and offer
added value to my customers? (e.g. create world of experiences for customers via different mediums
and channels)

4. Which USP do I offer my customers?

5. How can I take my customers through the digital transformation (e.g. print
subscriber becomes a free digital subscriber)

Digital Business Models 18 November 2015
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Task: Business Model Design

|
Use Case No 3: mHealth

Background

* The Pharma Company ,,Health&More“ is an international pharmaceutical corporation based in Berlin,

Germany

+ ,Health&More“ discovers, developers, produces, and distributes new medicines worldwide and with over 40.000
employees it‘s one of the 20 biggest pharmaceutical companies globally

+ Its core business is the development of pharmacy technology for cardiovascular heart disease and women
healthcare

+ The total revenues are about € 12 bn per year

+ ,Health&More" is quite active in some social networks (LinkedIn, Facebook, XING)

Digital Business Models 18 November 2015
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Task: Business Model Design

|
Use Case No 3: mHealth

What is mHealth?

« mHealth (mobile health) is a sub-segment of eHealth (electronic health) and describes the practice of medicine and

public health, supported by mobile devices such as mobile phones, tablet computers and PDAs

+ mHealth applications may for example collect health data, deliver healthcare information to doctors,
researchers, and patients, allow real-time monitoring of patient vital signs and direct provision of care

«  After the pharmaceutical and medical engineering markets mHealth is already seen as the third largest growth area
within the health care market

* Indeveloped countries mHealth can help to meet the growing demand of health care services of ageing
societies

+ Inmany less developed countries, which have seen a rapid rise in mobile phone usage in recent years, mHealth is already

a quite common feature which helps to provide medical assistance to people lacking regular access to

health care
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Task: Business Model Design

|
Use Case No 3: mHealth

Client- Challenge

*  Growing significance of digital communication channels

« Different and more personalized way to get in contact with patients and health care professionals

« Improving access to clients while reducing costs

*  Cultural changes regarding healthcare delivery

* The demographic change and the skepticism of the elderly towards new technologies

« ,Make the right decision®: It is difficult to take the right course through the variety of digital opportunities

*  Healthcare is moving towards a precision based model — or personalized medicine

«  The healthcare sector‘s conservatism towards innovation might slow down the adoption of innovative mHealth
*  The pluralism of interests in the sector contributes to its complexity

« Bad infrastructure in emerging countries

Your Targets

*  Please prepare 2-3 business models and compare them with each other on a qualitative basis

+ Please consider data privacy and information security issues for interaction with clients and their personal data
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Task: Business Model Design

Use Case No 3: mHealth
Trends & success factors

Individualization

Interaction with

Changlngt behavior of expected short
cus or.nérs response time,
(web opinions) dialogue

Huge and growing

number of digital Educated customers
users
Success factors

» Growing significance of digital communication channels

» Different and more personalized way to get in contact with patient and health care professionals

= Cultural changes regarding healthcare delivery

Digital Business Models

18 November 2015
PwC

56



Task: Business Model Design

|
Use Case No 4: Value-adding Electric Vehicle- charging
station services

Background

“MyCar Company” is an international car manufacturer with over 120.000 employees headquartered in Munich,
Germany

Its total revenues are about € 40bn per year

The product range covers commercial- and non-commercial vehicles. Additionally there is a great commitment for e-
mobility

“MyCar Company” is planning to start a national car sharing service for electronic vehicles in all German
metropolitan as well as rural areas. In order to promote the presence of electric vehicles in Germany the company is
planning to develop and expand the infrastructure of charging stations. Therefore it is looking for feasible
solutions to make charging stations attractive for partners and consumers and to maintain the station
network at low costs

»MyCar Company*“ is quite active in some social networks (LinkedIn, Facebook, XING)

Digital Business Models 18 November 2015
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Task: Business Model Design

|
Use Case No 4: Value-adding Electric Vehicle- charging
station services

Client- Challenge

»  Electric Vehicle (EV-)-market and EV-services still lack attractiveness

*  Nevertheless E-Mobility with growing potential in Germany. Private and public initiatives in this sector are to be
expected to reach the political target of 1m electrical vehicles in Germany in 2020
«  The expansion of EV-charging station infrastructure is a critical success factor and fundamental element of
upcoming E-Mobility initiatives
*  There is a multitude of charging station providers on the market offering more or less the same type of product:
*  Many EV-charging stations are equipped with often outdated and unmaintainable software
»  The charging station market is shaped by heterogeneous technology
* Cross-/up selling potential for new services is not leveraged due to missing insights and limited interaction

models with consumers or partners to build lasting relationships

Your Targets

* Please define possible charging station services taking into account the different perspectives of the provider (in that

case “MyCar Company” ), consumers and potential partners. How does a typical service look like, which parts does it consist
of?

*  Please prepare 2-3 business models and compare them with each other on a qualitative basis
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Task: Business Model Design

|
Use Case No 4: Value-adding Electric Vehicle- charging
station services

First Ideas for possible services — input for developing new business models

Potential Charging Station Service

Charging Basic Services (Authentication, Payment,...)
Station-Service

Basic Services

Charging Charging Station displays received content
Centrally managed Station-Service

Services

Charging Station displays partner specific content, Charging Station

Charging ; o , , . :
User-centric, partner managed = Station-Service Sends information via WLAN-interface to user’s car or mobile device
Services via WLAN
Charging
Station-Service
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Task: Business Model Design

| .
Use Case No 5: eCommerce@ Food & Beverage Retail

Background

»YourFood Company*“ is an international retailer for foodstuff based in Hannover, Germany. With over 70.000
employees worldwide, ,,YourFood Company* is one of the biggest retailer in Germany. In 2012 they generated total
revenues of € 12bn

Beside their traditional business with stores, in 2012 the company started as an eCommerce retail service for
nutrition, but currently only for non-perishable food (e.g. sausages and other meat products, canned food,
delicatessen, staple foods such as noodles and sauces)

»YourFood Company*“ is quite active in some social networks (LinkedIn, Facebook, XING), but they did not
develop a comprehensive eCommerce strategy and did not invest a lot in promoting their eCommerce business

They‘re planning to expand their product range for perishable food in the next year

Digital Business Models 18 November 20
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Task: Business Model Design

|
Use Case No 5: eCommerce@ Food & Beverage Retail

Client- Challenge

Most of the Food & Beverage Retailers have not designed and implemented an eCommerce-service yet
Very limited market share for foodstuff in eCommerce

Clients with missing experience and trust in eCommerece, e.g. the elderly

Flexible delivering with a moderate pricing system

Delivering of fresh foodstuffs

Environmentally-friendly packaging systems

Especially younger clients expect that food companies use digital opportunities to interact with clients, e.g.

extended packaging

Your Targets

Please prepare 2-3 business models and compare them with each other on a qualitative basis
Please consider the struggle with inflexible delivery, production of packaging material and client expectations in terms of

using digital opportunities
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Task: Business Model Design

|
Use Case No 5: eCommerce@ Food & Beverage Retail

eCommerce Revenue with food and beverages
counts € 551m in 2012...

€ 551m

(eCommerce)

...but it is just 0,2 % retail capacities

The growth rate of whole eCommerce in 2012 is
20,5 %...

Food & Beverages
(eCommerce)

...however, the eCommerce market for foods &
beverages grows above average with a growth
rate of 24,5 %
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