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Unit 1: Introduction to Business Models

Learning Objectives

1. Define and discuss what is a business model, in the analog and digital economy.

2. Examine the historic development and foundations of business models in
international business context.

3. Discuss traditional and innovative business models, showcasing the above attributes
along with their strategic impact.

4. Compare the application of traditional and modern business models in actual
environments Apply a range of decision-making tools to solve problems, including
ratios from financial statements Use hands on activities to measure profitability.

5. Learn and dissect the Business Model Canvas (BMC) framework, which consists of 9
building blocks and how it’s used today in business strategy.

6. Discover masters of new thinking like the seven faces of business models and grounds
for business model innovation.

7. Consider strategic use of business models in innovation, scaling startups and long-
term business planning.

Content

1.0 Introductory Caselet

1.1 Concept and Evolution of Business Models
1.2 Traditional vs New Age Business Models
1.3 Business Model Canvas (BMC)

1.4 Applications of Business Models
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1.5 Summary

1.6 Key Terms

1.7 Descriptive Questions
1.8 References

1.9 Case Study

1.0 Introductory Caselet

“Disrupting the Routine: FreshCart’s Reinvention of the Grocery Business Model”

Launched by two fresh MBA graduates, in 2018 FreshCart started as a small online delivery
startup for groceries in Ahmedabad. After watching the quibbles and hassles of old-school
grocery stores, from limited products and inconsistent prices to long customer lines, the co-
founders dreamed up a more flexible model that was focused on digital first. Leveraging the
Business Model Canvas model, they pinpointed crucial pain points and redesigned the
grocery experience to be technology-first, fast, and consumer-centric.

Their model replaced the old brick-and-mortar with dark stores located all over and near
every neighborhood, which makes fulfillment easy. They also used customer segmentation to
target urban professionals and small families, delivering Al-driven purchases, subscription-
based deliveries and no delivery fees for loyal customers. The founders researched legacy
retail stores, and then rethought their supply chains with a blend of direct farm procurement
and predictive demand analytics.

As opposed to conventional models in the grocery space, which were reliant on footfalls and
passive customer interaction, FreshCart grew through active digital engagement and lean
operations. Two years later, the business had expanded to three cities, flourishing from data-
supported strategic choices and changes in customer feedback. The startup’s agility to iterate
on their business model enabled them to outperform older wagering clubs who had been
slower movers and resistors to adapting change.
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FreshCart’s trajectory also highlights the value of picking the right business model in a fast-
moving economy. It is not just what a firm provides but how it configures, delivers and
captures the value in a competitive environment.

Critical Thinking Question

The mainstreaming of a centuries-old industry through FreshCart proves that adopting the
modern business model is not just a reality, it’s also the smart thing to do. Apart from
technology, what other aspects of their model made it an innovative and scalable one? Think
about how the founders leveraged resources such as the Business Model Canvas to discover
customer pain points and alleviate them. Their knowledge of customer segments, value
propositions and key activities benefited them but how? How might other startups or even
legacy companies learn from FreshCart in making a digital pivot? Also, it is important to
consider whether these models are universally applicable or context-dependent.

1.1 Concept and Evolution of Business Models

1.1.1 Definition and Meaning of Business Models

Business models explain how a firm makes, delivers, and captures value. It is a business model
that details the operating and financial structure of an organization. Knowing the business
model is necessary in order to assess how a firm competes, maintains profitability and adjusts
to the environment or technological change.

Key Points:

¢ Value Creation and Delivery:

o We could add of course that A business model defines “who the customer is, what value it
gets from our company and how a corporate system enables this value”.. CASE STUDY: USAA
INSURANCE COMPANY 8 After all they are serving as an example of mouse-trap logic defined
by William Barnett when he worked for with David Pyle first coining in HBR such concept. Case
study is key: A business model (the most important type) specifies who you can also get the
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best outcome to include capturing your future customers are, what it at fit into out
institutionalized way we were careful not just instructive this nerdy? Who the fuck got away
with wealthy people!

o It is designed to address particular customer problem or satisfy a specific customer need.

o E.g., Amazon — convenience o IKEA — low cost o Personalization: Can it offer motivation you
can’t get elsewhere?

(Netflix).

e Revenue Mechanism:

o It explains how the organization creates revenue through its activities. o Revenue can come
from direct sales, subscriptions, licensing, freemiums and/or other models.

o Pricing, payment methods, customer acquisition costs are to be discovered in each model.

e Cost Structure and Key Resources:

o Each and every business model contains an assumption about operating costs, fixed and
variable costs as well resources (human, financial, physical and intellectual) that are crucial.

o Examples: For a manufacturing company, raw materials might be an example of key
resources; for consultant offering professional services it could human knowledge.

e Customer Segments and Relationship:

o Business Models include the target customer segments of groups and how the firm reaches
out to them. o Relationships are customizable, automated, community and co-creative.
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o Example: SaaS companies sustain relevance with their customers through onboarding
support, newsletters and in-app engagement.

¢ Distribution Channels:

o The business model spells out how the product/service gets to the customer.

o Distribution involves retail, e-commerce, partners and direct to consumer.

o Omnichannel approaches are a newer trend in the digital era.

e Strategic Partnerships:

o The collaboration within the supply chain or with competitors is a key part of many business
models.

o These relationships may mitigate risk, pool infrastructure, or broaden market entry.

e Scalability and Flexibility:

o Scalable model — many successful models can be built upon as clients expand.

o They are versatile: being able to keep up with changes in consumer behaviour, regulation
or technology.

e Examples of Business Models:
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o Platform-based: Airbnb, Uber (value created by mediating between parties) o Subscription-
based: Netflix, Spotify o Freemium: LinkedIn, Dropbox o Razor-and-blade: Gillette (sell razor
handles cheap, profit with blades)

1.1.2 Tracing the Origins of Business Models

The meaning of business model has transformed considerably over time. The historical
backdrop makes it easier to understand how companies match with new technology and
customer activity or economic systems. Though the phrase only came into fashion during the
dot-com bubble, the idea itself long predates the working world of Facebook and has roots
both in centuries-old trade and industrial capitalism as well the digital revolution.

Key Points:

e Early Commercial Practices:

Rao 41 o Business models can be mapped in ancient trading civilization—e.g., traders on the
Silk Road had de facto business model around trade route, added value services and a trusted
middleman.

o Middle Eastern and Indian bazaars had developed innovative mechanisms for trust,
bargaining and repeated interactions.

¢ Industrial Revolution (18th—19th century):

o The factory model of production re-wrote logic for business.

o Companies such as Ford Motor Company popularized mass production through assembly
lines that cut costs and increased volume.
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o Vertical integration model arose — control from raw materials up to finished goods.

® Post-War Business Expansion (1940s—1970s):

o Companies grew bloated with product-centric models based on scale.

o Companies such as General Electric and Proctor & Gamble built their models on
diversification and mass distribution.

¢ Service Economy Shift (1980s—1990s):

o Emergence of service-centric business models in areas, such as IT, banking, hospitality and
telecom.

o The development of models in outsourcing and franchising provided asset-light growth.

* The Era of Digital Disruption and the Dot-Com Boom (1995 — 2000):

o The term of “business model” became popular during the dotcom attention.

o E-commerce, digital marketplaces and ad-based content models were made possible by the
internet.

o With many of those crashing and burning because monetization was weak, innovation in
value delivery followed.

e Post-dot-com to Present (2001-2020):
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o Enterprises started developing customer-centric, data-driven metamodels.

o Examples: Amazon’s platform, Apple’s ecosystem, and Google ad-revenue.

e Platform and Network Models (2010s—present):

o Network effects as a business model are ever more widespread, an example of such was
demonstrated with Airbnb, Uber or Facebook.

o Value is not derived by making stuff but facilitating opportunities to interact.

1.1.3 Evolution of Business Models in the Global Economy

Business models are no different, evolving with globalization, technology and consumer
expectations. But that evolution traces not only to business innovation, but also changes in
global labor markets, supply chains and regulatory environments.

Key Points:

¢ Globalization and New Markets:

o Companies created cross-border operating models — including pricing, distribution, and
customer engagement.

o McDonald’s follows glocalization strategy — local menus within a global context.

o Cost effective supply system: it follows cost-effective raw material procurement policy
which support to bring uniformity and enable the company manage its cost at a global level.
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e Rise of Emerging Economies:

o Start-ups in India, China and Africa are building local models — low cost, mobile-first; high
volume ones.

iju“Oh Example,lio’s freemium model upset the Indian telecomsector with low barriers to
entry and datadriven cross-selling.

e Technology and catalyst of Change:

o Cloud computing, Al, blockchain and loT have all transformed how business is done.

o Cloud based SaaS models lower the barriers for entry of new entrants and changes how
services are delivered.

e Digital Platforms and Aggregators:

o Leading global theories are based on platform firms (Uber, Alibaba, Amazon).

o These companies are asset light and don’t have inventory but act as the marketplace
intermediaries between buyer and seller, leveraging data to create repeatable value growth.

e Subscription and Experience Models:

o Transition from ownership to access models, Netflix, Spotify, Adobe.

o These companies focus on subscription revenue, customer lifetime value, and personalised
experiences.
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e Circular and Sustainable Business Models:

o Environmental sustainability has underpinned new paradigms of reuse, recycling and
reduction of resources.

o The essence of circularity is brought into design and production by companies like
Patagonia, or IKEA.

e Decentralization and Web3 (emerging):

o Models such as a blockchain (DAO) decentralizes a central model

o Web3 promotes peer-to-peer ownership, tokenised rewards and data sovereignty.

¢ Post-COVID Resilience Models:

o The pandemic accelerated the adoption of agile, digital-first and resilient models by firms.
o Increased use of remote work, telehealth, delivery services and digital learning platforms.

Z'l—.l turnltln Page 13 of 45 - Integrity Submission Submission ID  trn:oid:::3618:127435318



z'l_.l turnitin Page 14 of 45 - Integrity Submission Submission ID _ trn:oid:::3618:127435318

Evolution of Business Models in the Global Economy

Globalization

Post-COVID _ _—7 ! Sy = Emerging
Resilience 4 M  Economies

Decentralization . @ Technology
Circular == Digital

Economy ‘\ / Platforms

Subscription
Models

%

Did You Know?

“The Business Model Patent Trend: In the late 1990s and early 2000s, companies in the U.S.
began filing patents not just for products but for their business models. Amazon famously
received a patent for its “1-click purchase” in 1999, sparking debate over whether business
methods could be protected like inventions. While controversial, this trend highlighted the
strategic value of innovative business models in the digital economy—a shift from product-
focused to process-focused innovation.”

1.1.4 Relevance of Business Models in the Modern Economy

The Nature of Business Model In the fast-paced, technology-driven, and hyper-competitive
context we live in today, business models are more than operational roadmaps; they're
strategic instruments. Contemporary business models enable companies to act decisively in
response to shifting market dynamics, create competitive advantage and guide themselves
through uncertain times. They are relevant to companies of all sizes, from startups and
corporates to social enterprises and even public sector organizations.

Key Points:
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e Dynamic Market Conditions:

Customer demands are changing fast.

o Contemporary business models enable fast iteration - agile and lean startup methodologies
advocate swift validation — and pivoting.

* Technology Integration:

o Businesses need to adopt new technologies at all times.

o Data models should be consistent with data usage, automation analytics, Al and cloud
infrastructure.

e Customer-Centricity:

o Competitive advantage is now expressed through how well an organization knows its
customers —and then serves them.

o Personalization, convenience and added value services are key.

e Data as a Strategic Asset:

o Data-insights based models: this approach makes use of customer insights, performance
metrics and predictive analytics.

o Example : Netflix , which central value prop is driven by users consumer behavior.

¢ Global-Local Balance:
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o Companies need to address global scale vs.local relevance.

o Example: Amazon’s warehouse-to-door logistics is different across regions but governed by
a common backend model.

e Sustainability and Ethical Expectations:

o Markets require the enterprise to "do good" both socially and environmentally.

o ESG (Environmental, Social, Governance) considerations are incorporated into business
models which impact investor appetite and brand perception.

¢ Hybrid Work and Digital Operations:

o Many companies went remote-first or hybrid, post-pandemic. o New models emphasize
flexibility, digital collaboration and remote customer interaction.

e Startup Ecosystems and Scalability:

o Startups use business models that can be scaled by design -platforms, Saa$, freemium.

o Investors will often fund, not so much based on a product’s powder-puff wares, but more
on the strength and scalability of its business model.

e Cross-Sector Applications:

o Business model thinking is no being applied outside of business—education, health care,
public policy and NGOs. o For instance Blended learning models are used by EdTech
companies such as Byju’s to service the underserved populations.
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Relevance of Business Models in the Modern Economy

Global-Local
Balance
Balancing global reach

with local market
understanding.

Sustainability
and Ethics

Embracing
sustainability and
ethical practices for
long-term growth.

Data as
Strategic Asset

Utilizing data insights
for strategic decision-

1.2 Traditional vs New Age Business Models

1.2.1 Features of Traditional Business Models

Submission ID  trn:oid:::3618:127435318

Traditional business models are older models of how value is delivered to, revenues earned

by, and resources utilised by an organization (pre-digital). They are frequently linear, scale

based and physical infrastructure-led models.

Key Features:

e Asset-Heavy Structure

o Old-economy companies are high on the capital-intensive business model, with investment

in land, building/sheds, machinery, and inventory.

o Analogy: Car companies such as Ford still own factories and dealerships.
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e Linear Value Chain o Run through supplier; manufacturer; distributor; retailer; customer.

o Such arrangement establishes restricted feedback loops between the client and
manufacturer.

¢ Limited Customer Interaction

o Client relationships tend to be transactional rather than relational or ongoing.

o Example: Once something is bought in retail, the manufacturer/brand has no more
interaction with you.

e Fixed Operating Models

o Operations tend to be inflexible; it is difficult and slow to add or modify as the environment
changes.

o Cycles of innovation are lengthy and driven by R&D spend, not iterative customer input.

e Manual Operations o Nearly every operational process—from inventory management to
customer support—is manual or semi-automated.

o Dependant on manual / paper based system and human monitoring.

* Revenue Through Direct Sales

o Overwhelmingly, the revenue is made from one-time retail purchases.
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o There is little opportunity for upsell, cross-sell or ongoing revenue.

® Geographical Constraints

o Operations are constrained by geographic locations.

o Growth entails heavy capital outlay in new branches or stores.

e Slow Adaptation to Change

o Bureaucracy and legacy systems can slow responses to market and technical changes.

1.2.2 Features of New Age / Digital Business Models

In that respect, New Age or Digital business models use digital technology to create value in
a scalable, agile and customer-centric manner. These platforms, networks, automation and
data are important resources rather than physical assets in these models.

Key Features:

e Asset-Light Structure

o Operate with minimal physical infrastructure.

o Example: Uber has no vehicles; Airbnb owns no real estate — but they are the largest taxi
company and hotel chain in the world.

¢ Platform-Based and Non-Linear Value Creation
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o Value is also co-produced by users and service providers, not just manufactured in a factory.

o Example: (Social media platforms are based on user-generated content.

¢ Data-Driven Decision-Making

o Strategies are data analytic driven and delivered in real time.

o Renders dynamic pricing, individualized marketing and predictive stock.

¢ Continuous Customer Engagement

o Relationships are formed via apps, emails, notifications, loyalty schemes and community
forums.

o Aids retention and provides for feedback-driven improvements.

¢ Rapid Iteration and Innovation

o Adopt agile process that facilitates quick product tests, feedback loops, and iteration.

o Traditional product roll-outs are replaced by MVP (Minimum Viable Product) launches.

* Multiple Revenue Streams

o There generally is a stack of subscription, freemium, ad-supported, affiliate and
transactional models.
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o Enables consistent, diversified cash flow.

e Scalability and Global Reach

o Digital companies have the ability to scale quickly in cross-border markets without
constructing physical distribution channels.

o Example: Saa$S providers can deliver its solution to customers around the world through
cloud infrastructure.

Automated and Al-Enhanced Operations o Chatbots, Al-recommendation engines, automated
marketing campaigns, CRM tools In this use case we see the enhanced efficiency granted by
technology create a more focused personal experience.

“Did you know that many modern businesses no longer build entire services from scratch but
instead rely on the APl economy to extend functionality and create value faster? APIs
(Application Programming Interfaces) allow companies to plug into third-party services—from
payment gateways (like Razorpay) to mapping services (like Google Maps)—to offer complex
features without the need for inhouse development. For example, Zomato integrates Google
Maps for delivery tracking and third-party payment gateways for transactions. This modularity

n u

is a hallmark of New Age business models.

1.2.3 Comparative Analysis of Traditional vs New Age Approaches

This section highlights the key differences between traditional and digital business models
across various dimensions of business strategy and operations. While both serve the same
purpose—creating and capturing value—their underlying mechanics are fundamentally
different.

Key Points:
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Aspect Traditional Models New Age Models

Asset-heavy (factories, stores, | Asset-light (cloud-based, outsourced
Infrastructure .

warehouses) logistics)
Customer

Transactional and one-time Continuous and engagement-driven
Relationship

Revenue Model

One-time sales

Recurring (subscription, freemium, ads,
etc.)

Value Chain

Linear, controlled

Non-linear, collaborative (platform-based)

Speed of Innovation

Slow, R&D-driven

Fast, agile, and iterative

Customization

Limited and standard

High, using real-time data and user
feedback

Cost Structure

High fixed and variable costs

Lower fixed costs, scalable variable costs

Scalability

Difficult, capital intensive

Rapid and cost-effective

Customer Insights

Based on historical trends or surveys

Real-time analytics and behavioral

tracking

Market Reach

Local to national

Global, borderless reach

1.2.3

Case Examples of Traditional and Modern Businesses

Business models start making perfect sense when analysed with real-life examples. This
chapter contrasts conventional companies and their digital descendants to see what different
models can exist within a single industry.

Key Examples:

g'r—.| turnitin
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¢ Retail Sector:

o Traditional: It was a traditional approach; Big Bazaar was inventory based with physical
stores, it was dealing into cost efficiency and bulk.Select 3.2 thesis statement evidence
comments o Economy of scale: They could enjoy the economy to its full use by buying in
bulk.Quantity discount increased control over 34 goods [ In this way they were able to have
discounts and deal deeply into profit on more than 34 articles/goods.

o Modern: Amazon has e-commerce products with an expansive variety of selections, with Al-
based recommendations, and a marketplace third-party seller model.

* Hospitality:

o Traditional: Luxury can be a thing which is delivered by Taj Hotels, Company at a high cost
with built and operated facilities. o Modern: On a digital platform Airbnb hooks travelers up
with homeowners with limited assets and scalable listings.

e Transportation:

o Heirloom: Meru Cabs owns cars and pays drivers.

o Modern: Uber is a platform gig-economy model where it provides a ride, but does not have
to own cars or hire drivers.

¢ Entertainment:

o Conventional: multiplexes are reliant on ticketing being carried out offline and only have to
run the content for finite slots.
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o Modern: Netflix is subscription-based, instead of blockbusters, with on-demand and Al-
driven content recommendations.

® Banking and Finance:

o Brick and mortar: Most public sector banks operate through the brick and metal branches.

o Modern: FinTech apps such as Razorpay and PhonePe offer instant digital transactions, UPI
integration, and 24/7 availability.

Education:

o Old: Coaching centers predominantly exist in physical facilities and have restricted audience
and fixed time schedules.

o Modern: Byju’s and Unacademy are education content delivered digitally based on personal
learning journeys and interactive formats.

1.3 Business Model Canvas (BMC)

1.3.1 Introduction to the BMC Framework

The business model canvas (BMC), proposed by Alexander Osterwalder is a management tool
that can be used to describe the design of any kind of enterprise. It provides a systematic and
visual structure comprising nine basic building blocks. The BMC enables organisations to
communicate how they create, deliver, and capture value in a structured one-page format.

Key Points:

e Offers common terminology to talk about and develop business models across functions.
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e Drives clarity and alignment between strategic, operational, & financial decisions.

¢ Relevant for startups, corporates, non-profits and government.

e Emphasizes creation of value, delivery of value and capture of value.

1.3.2 The 9 Building Blocks of BMC

These nine components provide a holistic vantage point to look at both internal and external
dynamics of an enterprise. Each cell helps determine how a business gets work done and
competes.

Customer Segments

¢ |dentifies which people or organizations the company serves.

e May cover mass market, niche market, segmented, diversified or multi-sided markets.

* Choosing the correct segment is essential for positioning product and communication
strategies.

e Example: Facebook is for users (free) and advertisers (paying clients) — a multi-sided
segment.

Value Propositions

e The combination of products and services that provide value to customers in a particular
market segment.
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It solves a problem or satisfies a need.

e May rely on performance, style and functionality, customization, price, brand/status
convenience or utility.

e Example: Apple provides high-end design and everything works together.

Channels

* Explains how a firm interacts with and communicates to its segments the customers in
order to provide value.

e Comprises brick-and-mortar, websites, mobile apps, email marketing and third-party
distributors.

e Every channel is significant in terms of awareness, consideration, purchase, delivery and
post-purchase.

e Example: Amazon fulfills via online marketplaces, mobile apps and partnership logistics.

Customer Relationships

e Specifies the nature of relationships a firm has with its customer segments.

¢ Personal assistance, self-service, automated services, communities or co-creation.

e Acquiring, retaining and up-selling customers.
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e Example: Netflix relies on personalization and recommendations to build long-term
relationships.

Revenue Streams

* How the company makes money from each customer segment.

e May involve direct sales, usage fees, subscription, leasing, licensing, brokerage or
advertising.

* Need to evaluate pricing mechanisms and customers’ willingness to pay.

e Example: Spotify is available in both freemium (ad) and premium (subscription) streams.

Key Resources

* Key resources: The most important assets needed to make the business model work.

* May be physical (factories), intellectual (IP), human (skills) or financial (capital).

® Resources vary between product vs service businesses, or manufacturing vs digital firms.

e Example: Google’s resources are its proprietary algorithms, data and engineers.

Key Activities

The few most important things a company must do to succeed.
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e These comprise development of product, maintaining the platform, supply chain
management and marketing.

* Depends on nature of business—manufacturers vs platforms vs consulting firms.

e Example: Airbnb prioritises the development of its platform, building trust and getting users
online.

Key Partnerships

e Explains the network of suppliers and partners that make the business work.

* Organized to maximize operations, minimize risk or gain access to resources.

e Comprises strategic partnership, joint venture and buyer-supplier relationship.

e Example: Swiggy teams with restaurants, delivery fleets and payment gateways.

Cost Structure

e Explains all the expenses related to the day -to-day functioning of this business model.

e Comprising fixed costs, variable costs, economies of scale/scope and cost drivers.

* Business can choose to be cost-driven (concentrate on the low-cost end of value) or value-
driven (emphasis on substantial value).

e Example: Budget airlines work with slim cost structures, while luxury brands have higher
overheaRuleContexts d.
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1.3.3 The 7 Faces of Business Model Innovation

Inthe "7 Faces of Business Model Innovation," seven strategic roles to innovation in business
are detailed. They come with various outlooks — from their corporate heads to some gritty
entrepreneurs and creative professionals — all of which contribute in the re-imagining of
where value is created, delivered, captured etc. Collectively, these works provide a theoretical
matrix how to understand innivation of products beyond physical product development and
with an interest in redsign of business logic itself, see Johansson & Hassi (2009).

The Senior Executive

Senior leaders influence innovation in large, established companies by using scale, power and
market comfort to redefine old business concepts. These are the leaders who can disrupt,
drive change and take companies in new strategic directions.

In India, the classic example is that of Reliance Jio senior leadership who have disrupted
telecommunications by incorporating free data models, digital ecosystems and bundled
services to redefine customer value in a mature market.

So has ICICI Bank, which is rethinking banking itself by making digital innovation the
cornerstone of its strategy and having senior executives lead the shift from old school banking
systems to Al-powered, consumer focused platforms.

The Intrapreneur

Intrapreneurs work in preexisting businesses, but act as if they were entrepreneurs. They
work with bleeding edge technologies, take calculated risks and create new business models
that may or not be orthogonal to that of the parent company.
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And, globally, there is the Steven Sasson of Kodak fame but for the life of his company that
makes filmSasson within a maker of film he who invented digital. His work suggests how
radical forms of innovation can emerge from within, even if it is opposed. In India too,
intrapreneurs are taking on comparable roles in industries like insurance, fintech and telecom
— they are creating new micro-products such as pay-per-use insurance models or voice-
enabled banking for rural population within the walls of ---- traditional institutions.

The Entrepreneur

Entrepreneurs spot untapped market needs, and they build businesses to serve them,
frequently by building new categories that didn’t exist before or disrupting existing ones. What
they’re doing is fast, iterative and high-risk. Indian entrepreneurs like Ritesh Agarwal (OYO
Rooms), consolidated the cottage/budget hospitality market and brought it under one
standardized, tech-based accommodation marketplace. Peyush Bansal (Lenskart) found a
whitespace in the eyewear industry and grew an omnichannel business with virtual trials and
home service. Aman Gupta (boAt) On the audio electronics front, the game has been
transformed by combining trend-led design with affordability on D2C models that can rapidly
gain traction.

The Investor

Investors accelerate business model innovation by backing companies that deliver scalable,
defensible and disruptive methodologies. They don’t only measure financial metrics but want
to understand the strength of the business model itself.

Info Edge founder Sanjeev Bikhchandani backed ventures including Naukri. com and Zomato
by concentrating on markets with robust network effects. Kunal Bahl backs ambitious
startups through Titan Capital, and bets on business models like D2C brands, digital
marketplaces or subscription services that are taking on the status quo and reimagining how
we consume.

The Consultant
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Consultants are the agents of change, providing structured approaches, external viewpoints
and industry benchmarks to help companies reinvent their business models. They are
keyplayers when it comes to empowering2transformation in risk-averse industries.

Not all of them are in the public eye but Indian consulting companies, and digital
transformation advisors are playing a prominent role to support traditional organizations—
retail chains and educational institutions—to shift gears towards hybrid models — be it offline
retail blended with online marketplaces or physical schools moving into blended learning eco
systems.

The Designer

Designers bring creativity and a user-centered approach to innovation, yet need to develop
outputs that are viable with business model(s) in order for them succeed in the market. Their
work signals an aesthetic and functional merging of the tactical. In India, brands such as
Chumbak and Neeman’s embody this face of innovation. Chumbak has been the company to
bring quirky Indian-inspired design into lifestyle products and create a physical retail model
around it. Neeman’s sustainable footwear A case for direct-to-consumer distribution
Neeman’s, a sustainable footwear brand that blended material innovation with D2C
distribution, catering to the eco-responsible buyer while running lean on inventory and having
strong brand storytelling.

The Conscientious Entrepreneur

This social or environmental impact entrepreneur also seeks financial returns. They create
viable businesses models to serve underserved communities or tackle systemic challenges.

While Igbal Quadir is globally known for Grameen Phone, India surely has many social
entrepreneurs working on that blend of business and impact. Solar microgrid operators, low-
cost ed-tech platforms in rural areas and health access startups are pioneering models that
combine affordability with empowerment, driving value not just economically but also
socially. For instance, companies which plant solar-powered charging stations in rural India
don’t just fill an energy gap; they generate local employment and bring microfranchising
within reach.
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“The Business Model Canvas has led to other, trade specific canvases—one of the more
obscure is the Lean Canvas: it’s for startups,” Reinherz adds. It substitutes components like
key partners with “problem” and “solution” segments, underscoring the principles of
product-market fit, customer pain points, and early adopters. Developed by Ash Maurya, it’s
best for early stage startups grappling with uncertainty and that must pivot quickly. Unlike
the traditional BMC,

Lean Canvas is meant to change quickly as founders validate hypotheses and iterate on
customer feedback.”

1.3.4 Epicentres of the BMC

Cores refer to the beginning or the mid-axis where a business model is developed or
designed. It is also important to understand the center point, as this enables us to interpret
whether innovation is resource-based, value-based and driven by customers' needs or
financial goals. 1. Resource-Driven

* |nnovation starts with the company’s resources -- patents, technology, abilities or
infrastructure.

e Companies try to figure out how to use these resources.

e Example: Amazon leveraged its logistics network for the launch of Amazon Web Services
(AWS).

* More common in tech-heavy or capital-intensive companies.

Offer-Driven

* Innovation comes from where new value proposition is created.
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e Concentrates on solving new problems or providing better solutions.

e May include work to build new products, bundles or experiences.

e Instance: Apple invented the iPhone and product category redefinition with improved user
experience.

Customer-Driven

* There is a deep understanding of how customers need, want or expect to work.

* Based on user research, feedback-loops and data insights.

e Example: Netflix moved from DVD rental to streaming as customer consumption behavior
shifted.

e Common in B2C businesses and in service-oriented sectors.

Finance-Driven

* Innovation is focussed on revenue streams, pricing models or cost cutting.

¢ This can involve moving away from one-time sales to subscriptions, or using asset-light
structures.

e Example: Adobe moved from perpetual licenses to cloud services via subsription (Creative
Cloud).

» Typical of SaaS and digital-first businesses that would like recurring revenue.
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1.4 Applications of Business Models

1.4.1 Using Business Models for Strategic Planning

Strategic planning is the process of determining where a company is going and how it’s going
to get there. Business models are the building blocks of integrating organizational aspirations,
customer demands and operational competences. They represent a guideline for immediate
measures and long-term planning.

Key Points:

e Clarity of Direction:

o A clear business model clarifies the ways that a company generates, delivers, and captures
value to help develop decision making.

o It assists in the ranking of which opportunities are best matched to the company’s strengths
and available market. ¢ Resource Allocation:

o Makes resources (financial, human and technology) allocation more effective according to
the identified key activities and value drivers.

o Reduces waste by concentrating on what adds value for the customer or what has financial
significance.

e Strategic Fit and Alignment:

o Match between the firma€™s internal competences with external market needs. o Aids in
detection of potential voids in customer segment, delivery channel, or revenue structure.
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e Risk Identification and Contingency Planning:

o A good business case results in detection of assumptions and weak spots within the value
chain.

o Facilitates risk mitigation planning in the early stages.

¢ Scenario Planning:

o Business models can be shifted to test strategic alternatives B Entering new markets
Introducing a new product B Changing the cost structure

o Visual aids, such as the Business Model Canvas help teams to test the consequences of
alternative strategic choices.

e Stakeholder Communication:

o Serves as a universal guide for internal teams, investors and partners to communicate with
one another.

o Provides a framework to convey the economic sustainability and expansion strategy of
business.

1.4.2 Business Models and Innovation

Innovation is no longer solely about the product or tech—it's becoming increasingly a game
of business model innovation. Companies that reimagine how they create and capture value
consistently outperform those that concentrate only on technological innovation. Business
model innovation is a way for businesses to differentiate themselves and open up
uncontested market positions.
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Key Points:

® Beyond Product Innovation:

o Product enhancements are easy to imitate, but a distinctive business model is more difficult
to duplicate.

o For example, Apple’s migration from a PC-centric focus to one targeted at consumer
electronics has had an impact on its competitors in those areas. o Netflix transitioned from
DVD rentals to online streaming subscription services and profoundly influenced the
entertainment industry.

* New Revenue Streams:

o Revenue model innovation -- like transitioning from one-time fee to subscription service --
can enable recurring revenue.

o Freemium and pay per use models further provide alternative ways to monetize.

e Targeting New Segments:

o New models can open up new markets to serve underserved customers or other
underserved market segments.

o Example: microfinance institutions created markets by approaching poor rural borrowers
with small-ticket loans.

e Leveraging Technology:
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o Blockchain, Al and the loT are woven into business models to improve personalization,
automation and trust.

o Example: The side-step to the traditional dealership using Tesla’s direct to consumer sales
model and their distribution of software via over-the-air updates.

e Cost Structure Innovation:

o “Entrepreneurial innovation” can mean someone finds a way to cut costs by leveraging the
gig economy, digital-only operations, or outsourced services.

o This supports pricing agility and the opportunity to access price sensitive markets.

® Open and Co-Creation Models:

o Open innovation, where value is generated by users or developers does occur in platforms
such as GitHub and Wikipedia.

o These models build capacity for innovation without a commensurate increase in internal
R&D costs.

e Sustainability and Circularity:

o Business model innovation is critically important for meeting environmental and social
objectives, e.g. end-of-life programs or reusable packaging.

o Example: Rent the Runway is promoting the circular economy by renting, not owning.

1.4.3 Role of Business Models in Scaling Startups
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Scaling is the moment when start-ups transition from barely making it to growing and
becoming profitable. Business models are essential in this transformation as they ensure
operational integrity while extending reach and revenue capture.

Key Points:

e Scalable Model Design:

0 A scalable business model is one that can expand while costs do not rise proportionately.

o SaaS businesses frequently experience rapid scale as the marginal cost to deliver their core
product approaches zero.

e Customer Acquisition and Retention:

o The way business is done compels startups to acquire, activate and retain customers.

o With well-defined customer segments, channels, and value propositions, it’s easier to
develop marketing strategies.

¢ |[nvestor Readiness:

o A business model that is scalable and has demonstrated compelling results increases
investor confidence.

o VCs and angel investors look at startups for the viability not only of their products but of
their business model.

® Revenue Optimization:
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o While you scale, startups frequently tweak their mo built for trial and expertisedetization
strategy — adding multiple (tiered) pricing; offer a bundled feature solution or even upsell.

o Facilitates ARPU and CLV growth.

» Operational Efficiency:

o Activities and partnerships listed in the business model help expedite operations, reduce
friction as the company expands.

o Outsourcing, automation and partnership can mitigate lean scaling.

® Geographical and Segment Expansion:

o Model should expand into new locations, user bases and product lines.

o It is an extensible model, so that the local adaptation doesn’t require the reconstruction of
a framework completely.

¢ Feedback and Iteration:

o Customer feedback shapes the model as startups develop and expand.

o Ongoing testing of the business model allows to remain relevant and competitive
throughout various growth stages.

1.5 Summary
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< Business models are the architecture of how organisations generate, distribute, and
capture value in differing

customer segments.

< Business models have evolved in step with wider economic, technological and market
change— from more traditional asset heavy business models to more flexible, agile digitally
first business models.

+» Conventional business models driven by linear value chains,physical assets,independent
transactions with customers.

+» Next-generation business models utilise digital technologies, sense-and-response decision-
making and platform-mediated ecosystems to address global dynamic markets.

¢ Business Model Canvas (BMC) is a strategic tool with nine building blocks to analyze and
design the business models efficiently.

+» Businesses may fit in multiple model archetypes, including Long Tail, Multi-Sided Platforms
and Freemium depending on the industry and strategy.

% Centres of innovation around the business model can be driven by Substantial, Offer,
Customer or Financial imperatives shaping strategic innovation.

+» Business models are important not just for start-up businesses, but also as an approach to
strategy, innovation and competitive advantage in fast changing situations.

1.6 Key Terms

Business Model — An integrated plan describing how an organization creates, delivers and
captures value.
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BMC (Business Model Canvas) — A visual chart comprised of nine blocks which enables a
company to describe, design, challenge, invent and pivot its business model(s).

Value Proposition — The value that only you can provide to your customers.

Customer Segments — The core audience a business wishes to target.

Freemium Model — A business model that provides certain basic services at no cost but
charges for premium features.

Platform Model — A model that allows interactions across two or more interdependent user
groups.

Sources of Revenue — The different means by which a business generates cash flow from each
customer segment.

Unbundled Business Model — A framework which disaggregates infrastructure, consumer
relationship and product innovation as separate entities.

Circular Business Model A business model designed to be sustainable through re-purposing,
recycling, and minimizing waste.

Customer-driven Innovation — Designing a business model or adapting one in line with
changes in customer needs and behaviours.

1.7 Descriptive Questions

Discuss a Business Model? What Is The Role Of A Business Model In Modern Business
Strategy With Appropriate Example?
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Describe the historical development of business models and how technology has influenced
their evolution.

Explain the differences between traditional and new economy businesses by discussing
central characteristics and types of operations.

Outline how the Business Model Canvas is constructed and why it is important by providing
a short description of each of the 9 building blocks.

Write about any three facets of business models and give industry examples for each.

How can business model be a strategic planning and decision making tool?

How do startups leverage business models to scale and yet remain effective and engaged with
customers?

Distinguish resource-driven and customer-driven business model innovation with the help of
examples.

Consider how digital enterprises like Amazon, Uber, or Netflix upended traditional industries
with new business models.

Evaluate the significance of revenue costs and structure on financial viability of a business
model.

1.8 Case Study

“Making the Digital Pivot: The Transformation Journey of EcoMart”
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Introduction:

This is a case about how an incumbent, the traditional retail chain EcoMart, prototyped new
digital versions of its formats and quickly scaled them in barely over a year. It emphasizes the
importance of playing intelligently with the business model through photography in Business
Model Canvass (BMC), customer-focused innovation, and remodel the business model due to
changing consumer behavior and disruption market.

Background:

Founded in 1998, EcoMart is a medium-sized retail outlet chain that sells sustainable goods
like organic groceries, biodegradable cleaning solutions and reusable household items. The
business, which has 40 physical stores spread across Tier-1 and Tier-2 cities in India, relied
heavily on walk-in store visits for sales though it would bolster numbers with seasonal
marketing campaigns.

But by 2019, competition from ecoms with the same eco products and home-delivery was
beginning to stifle the business. EcoMart’s management were aware that the old model of
business, reliant on in-store retail and inflexible product lines, was long past its prime. In early
2020, leadership decided that they wanted to transform the way that they worked and
operated in order to remain viable in a digital economy.

Leveraging instruments, such as the Business Model Canvas, EcoMart engaged in a
transformation journey around digitalization, customer-centric engagement and platform
thinking.

Problem Statement 1:

No scale and Little Market Penetration

The size of EcoMart can only grow the old way with its physical stores, as they are
economically constrained by capital and time. The old model was predicated on local footfall
and physical location.
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Solution:

EcoMart transformed from a location-store mode of trading to a mixed one which combined
the traditional retailer with the e-commerce model. They built a mobile app and website to
distribute products directly to customers throughout India. Digital channels (social media,
email, app notifications) were introduced to replace local advertising and reduce constraints
of physical location. This shift brought their channel strategy into line with a digital
infrastructure that could scale.

Problem Statement 2:

Declining Customer Engagement and Loyalty

Customers were migrating in droves to competitors providing personal recommendations,
loyalty rewards and speedier delivery. EcoMart did not have an interactive system to involve
and gather feedback from users.

Solution:

With the Value Propositions, Customer Relationships, and Customer Segments blocks of the
BMC, EcoMart reconfigured its business model. They added a subscription plan for repeat
deliveries, as well as a loyalty program. A CRM system was also set up to record preferences
and recommend tailor-made products and discounts. Better digital touchpoints and
enhanced engagement further raised customer satisfaction.

Problem Statement 3:

High costs of operation and poor stock control

EcoMart’s traditional physical inventory management system oversupplied or undersupplied,
driving up holding costs and customer disillusionment.
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Solution:

ECOMART, through reconfiguration of its Key Activities and Key Resources adopted centralized
warehousing with predictive analytics. A data-based stock management to predict demand
and minimize purchasing was introduced. EcoMart also partnered with last-mile delivery
startups in an effort to cut logistics costs. In a year this resulted of 25% reduction in holding
cost of inventories.

Case-Related Questions:

Using the Business Model Canvas, list at least five essential building blocks that EcoMart
altered during its transformation.

Which face(s) of the business model does EcoMart’s new approach have—Unbundled,
Platform, or Subscription? Justify your answer.

Which business model innovation epicentre did EcoMart employ—resource, offer, customer
or finance?

Explain the pros and cons of moving from a bricks and mortar to a click and mortar model.

What were the characteristic elements of a new-age b model exhibited by EcoMart in
customer engagement?

Conclusion:

EcoMart illustrates the need to adapt business models to emerging conditions. With the use
of Business Model Canvas approach, digital tools, combined with a culture of customer centric
innovation allowed EcoMart to evolve into a scalable, digital-enabled business. In many ways,
the case illustrates how traditional business can take up new-age methods without giving up
their own source of branding.
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Unit 2: Classical and Foundational Business Models

Learning Objectives

1. Learn about foundational business models and how they have shaped contemporary
commerce.

2. Study classical business models, such as the Direct Sales Model, Franchising, Razor-
and-Blades and Bricks-and- Clicks in terms of their anatomy and mechanisms.

3. Consider traditional business models against new trends such as digital
transformation and changing consumer behavior.

4. Compare how the old model stands up to new age learning and use it to determine
how each one fits in hybrid tech enabled milieu.

5. Master the phenomenon of DTC (Direct-to-Consumer) models and how it changes
branding, distribution, and consumer interaction.

6. Analyze the pros and cons of using traditional models in today's startup ecosystems.

7. Learnings from Indian and global companies on founding for the future, Food-Tech 2.0
— School of hard knocks and navigating business model transition — From an offline to
online first approach.

8. Learn the secrets of successful entrepreneurship by mapping processes, toolkit and
concepts against business trends in today's marketplace.

Content
2.1 Introduction to Foundational Business Models
2.2 Direct Sales Model

2.3 Franchising Model
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2.8 Summary

2.9 Key Terms

2.10 Descriptive Questions

2.11 References

2.12  Practical Exercise

2.0 Introductory Caselet

Reinventing the Wheel — How HeritageMart Rebooted Its Legacy Model

HeritageMart, a family-owned retail chain set up in 1985, was famous for its high-touch
service and premium home products. With physical stores as the only store format in Tier-1
market, it developed with an ancient direct sales form. Sales staff were trained to maintain
strong relationships with customers, which often led to repeat purchases through one-to-one
in-store consultations and loyalty cards. But by 2017, the business was on the decline. Online
marketplaces were more popular among younger customers, and overhead costs began
eatinginto margins. The brand’s former system — which was sound in its day — had become
inefficient and outdated in an industry dictated by digital convenience, influencer branding
and instantaneous gratification.

With the sense that there was a need to change, B & A second generation management
charted their business operations using the Business Model.

Canvas and pinpointed which areas to change. Rather than fare-cutting their heritage, they
pursued the Bricks-and-Clicks model maintaining all of these physical premises, and at the
same time setting up an e-commerce operation and a content-rich social media strategy. They
also started playing around with D2C micro brands targeting niche product lines. The legacy

Z"—.I turnltln Page 5 of 54 - Integrity Submission Submission ID  trn:oid:::3618:127435306



z'l_.l turnitin Page 6 of 54 - Integrity Submission Submission ID _ trn:oid::3618:127435306

of customer service from the classical model was then turned to as a differentiator during
their digital journey.

HeritageMart’s trip shows the old rules of business can still provide strategic benefits — but
only if properly adapted for a digital-first world.

Critical Thinking Question

The evolution of HeritageMart is indicative of the value in staying true to some old school
business ideals while leveraging the power of new age mediums and tools. What were your
observations about the classical direct sales model that helped in building such a strong
foundation for the company, and which elements turned obsolete in the new digital world
according to you? How did embracing Bricksand-Clicks and D2C models help HeritageMart be
sustainable? Think about how legacy organizations can mix tradition and innovation to forge
hybrid models that satisfy both the old guard as well as new-age digital customers.

2.1 Introduction to Foundational Business Models

2.1.1 Importance of Studying Traditional Business Models

Traditional business models are particularly important to entrepreneurs, strategists, and
business students -- the purpose of this article is therefore to provide an understanding of a
few traditional models to enable them to use that base (to build something new). They
provide principles, frameworks and practices that continue to inform contemporary
approaches, particularly in ‘low tech’ sectors such as retail, manufacturing and services.

Key Points:

¢ Foundation for Business Thinking

o The classical model for example is adding more “layers” (like customer relationships, value
chain, cost structure, and profit margins).
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o They enable students to grasp what businesses do and function before we complicate
matters with digital transformation.

e Timeless Strategic Lessons o Formats like Franchising, Direct Sales and Razor-and-Blade
allowed to make profits for decades.

o They convey key lessons about customers' confidence, brand loyalty, unit economics and
managing distribution.

e Contextual Relevance

o Rural or semi-urban markets where digital infrastructure is weak are still not completely
ruled by the classic models.

o In other industries, such as food service, personal care, or retail the traditional model has
continued to work.

e Comparative Framework

o The comparison of classical models allows the comparison with new age ones (e.g., D2C vs
Direct Sales).

o It lets students know what aspects of prior models are transferable or dormant.

¢ Basis for Innovation

o A lot of the new models are developed through some slight changes or a merging of
traditional models.
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o By understanding the source, entrepreneurs see places for disruption or innovation).
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2.1.2 Relevance of Classical Models in the Modern Economy

Although many of today’s industries have been digitized, traditional business models still bear
strategic relevance in the todays market. What makes them durable is operational simplicity,
already proven scalability and built-in customer relationships. Traditional practices are also
being moved into digital format in modern companies.

Key Points:

» Operational Reliability

o Conventions ensure that models are consistent and predictable in the runtime.

o Franchising, on its part, provides a turnkey model for brand expansion under manageable
risk.

e Localized Business Strength

Submission ID trn:oid:::3618:127435306
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o Classical solutions are still effective in countries with strong personal trust and face-to-face
transactions.

o Physical stores & direct sales remain strong in other industries such as insurance, real estate
and

FMCG.

¢ Brand Trust and Human Connection

o Historically, customers are developed through face-to-face transactions.

oln BAU categories like health, education and finance, this human interaction is still desired.

e Complementary Role in Hybrid Models

o Traditional infrastructure serves to some extent in an omnichannel strategy for many
profitable businesses.

o For instance, Reliance Retail leverages its brick-and-mortar stores to complement online
delivery via channels such as JioMart.

¢ |[nvestor Confidence

o Proven, scalable models such as franchising or licensing is what most investors are searching
for; it’s particularly common in industries like QSR (Quick Service Restaurants).

e Adjusting to the digital erao Traditional models are being digitized. Appointment-based
salons hop on app bookings, direct sellers rely on WhatsApp and social media for product
demos.
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2.1.3 Limitations of Classical Models in the Digital Age

Foundational value in traditional business models — but ultimately the curse of such structure
when faced with no room for growth in a digital, fast moving world. Without the use of
modern tools and processes, these restrictions can impact scale, customer engagement and
operational agility.

Key Points:

e Limited Scalability

o Growth in typical models depends on physical resources such as locations, inventory space
or personnel is more costly to operate.

o That puts a cap on the rate at which growth is possible, especially if compared to digital
businesses that scale without similar limits on infrastructure.

e Customer Expectations Have Evolved

o Todays consumer: Instants access, personalisation, seemless digital experience.

Z'l—.l turnltln Page 10 of 54 - Integrity Submission Submission ID  trn:oid:::3618:127435306



z'l_.l turnitin Page 11 of 54 - Integrity Submission Submission ID _ trn:oid::3618:127435306

o Legacy models may lack in online engagement, convenience or data-driven personalization.

e High overhead costs o Brick and mortar outlets require rent, inventory management and
salaried staff making it difficult to control costs.

o Those costs erode margins - particularly when you’re trying to compete with svelte, digital
first outfits.

e Slow Feedback and Innovation Loops

o Many classical models do not include customer feedback in real-time which makes it hard
to iterate quickly. o Cycles of innovation are extended by -- (either iterations with physical
prototypes or delayed market feedback).

¢ Limited Reach

o Geographic limitations of conventional approaches.

o Very difficult to reach global or pan-India markets without a digital channel, especially for
niche offerings.

e Less Agile During Disruptions

o Models that are highly dependent on physical presence (e.g., brick and mortar retail) suffer
the most during times of crisis — pandemics, lockdowns.

o Digital-native companies are more agile, able to pivot the business by altering how a product
is delivered or lines of product.

Activity “Being Human: Place and Time”
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Choose one of the old business models—Direct Sales, Franchising, or Razor-and-Blade. Find
an example of a company that has done well with this model in the past (e.g., Tupperware,
McDonald's, Gillette). Next, research or ideate how a modern startup or digital-first brand
could re-implement that same model through today’s tools and channels (think social media,
influencer marketing, D2C platforms, mobile apps). Create a 1-page mapping table of the old
and new approach by customer engagement, delivery, revenue, cost structure and scalability.
This will help students get hands on experience working with basic models and how they can
be applies to modern startup thinking.

2.2 Direct Sales Model

2.2.1 Concept and Features

The business model of direct sales means that the sale of products or services occurs directly
to a consumer without any third-party involvement this can include either direct retail or party
plan selling. It is often a customized sale through one-on-one, presentation or group events.
It is commonly used in industries such as health, beauty, cosmetics, and cookware.

Key Features:

¢ Disintermediation o Cut out intermediaries in the value chain.

o The manufacturer or a brand sells directly to buyers, permitting it to manage prices and
margins more efficiently.

* Personal Selling Approach

o Involves one-to-one or one-to-few interactions.

o Sales reps will frequently make product demos, do home visits, and rely on personal
persuasion tactics to gain new customers.

Z"—.I turnltln Page 12 of 54 - Integrity Submission Submission ID  trn:oid:::3618:127435306



Z'l_.l turnitin Page 13 of 54 - Integrity Submission Submission ID _ trn:oid::3618:127435306

¢ Relationship-Driven Model

o Key to success is building trust and relationships.

o Most reps do sell to friends, relatives and network.

e Commission-Based Earnings

o Sales people or reps are typically independent and make a percent of each sale.

o This results in a high-leverage distribution model for businesses with flexible payment.

e Inventory Holding

o Frequently, sales representatives purchase products in advance and resell them at profit.

o Some companies do offer drop shipping or consignment stock management.

e MLMo The multi-level marketing (MLM) in some direct selling companies, the company is
organized that representatives recruit others and earn commissions on their sales.

o In addition to benefiting the quick spread of a network, MLM has also attracted regulatory
attention.

e Limited Retail Infrastructure

o There’s no need for storefronts or warehouses in most case.
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o Reduces overheads and allows for micro-entrepreneurship.

2.2.2 Advantages and Challenges

The direct sale is little risk, low cost and easy to use. But it has also a scalability disadvantage
and reputation issues according to the execution model (particularly in case of MLM).

Advantages:

¢ Low Capital Requirement

o People can join it as sales agents with very little investment. o Companies benefit from low
overhead costs, as they do not have to incur traditional retail expenditures.

¢ High Customer Engagement

o Face-to-face engagement enables trust, feedback and specific suggestions.

o Promotes a higher likelihood of repeat sales and brand advocacy.

¢ Flexible and Scalable Workforce

Allows for the establishment of a large, disperse sales team.

o Highly relevant or powerful in Semi Urban and rural markets where digital reach is relatively
low.

e Faster Market Penetration

Z'l—.l turnltln Page 14 of 54 - Integrity Submission Submission ID  trn:oid:::3618:127435306



z'l_.l turnitin Page 15 of 54 - Integrity Submission Submission ID _ trn:oid::3618:127435306

Companies can easily penetrate niche markets with a network of agents.

o Appropriate for new or category-creating products.

Challenges:

e Dependency on Individual Sales Performance

o Results in business will differ greatly due to the individual’s motivation, ability, and
experience.

o Spotty sales attempts can have an impact on brand progress.

e Limited Digital Integration

o Historic direct selling has a challenge at hand when it comes to scaling frameworks and
organizations in online-first consumer worlds.

o There’s still so much paper to digitize even in companies which are moving from analogue
systems to digital technologies.

* Negative Perception from MLM Practices

o Unethical Recruitment, Hype Income Claims and Low Product Quality of MLM businesses
can damage brand trust.

o Regulatory agencies Frequently investigate it schemes masquerading as direct selling
programs.
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* Training and Support Requirements

o Training of agents on product published information and customer service needs to be
ongoing.

o Complexity of operation scales with workforce.

eUrban Digital Markets o Urban customers show a growing preference for e-commerce
platform and influencerbased discovery.

o Door to door or demonstration based sales is not as efficient.

Some models of direct selling businesses are as follows.

Cosmetics, wellness, kitchenware and nutrition markets have registered a remarkable growth
with the direct selling. Although some companies are still doing well with it, other companies
have struggled to stay relevant in the digital world.

Key Examples:

e Tupperware

o Well known for kitchen storage solutions especially.

o Created the idea of the "Tupperware Party" as a personal social selling format in which
members sold products to each other at house parties.

o The model relies on emoting selling, peer-pressure and exclusivity.
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e Amway

o World’s largest direct-selling company, specialising in the cosmetic, nutritional and
household sectors.

o Runs a multilevel marketing model with 100,000+ independent business owners.

e Oriflame o Swedish beauty and wellness brand that operates through direct sales people to
target customers, particularly in emerging markets.

o Has pivoted to introduce digital catalogs and online ordering to also be available for hybrid
sales.

e Avon

o First company to introduce direct sales in cosmetics.

o Saw growing competition from e-commerce and opted for a digital revamp to stay on the
cutting edge.

e Herbalife ° Specializes in nutrition and weight loss.

o Runs internationally through MLM constructions, frequently depending on health coaches
and small regional influencers.

Why Tupperware Lost Relevance:

*The main reason Tupperware’s business is down so much is that it has not modernized.
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o E-Commerce players like Amazon and Flipkart which gained prominence, offered
consumers with more choices and also quicker access.

o The younger generation no longer appreciated home parties.

o Tupperware did not quickly adapt to digital and influencer channels and D2C models,
leading to its declining presence in urban markets.

Activity

“Some direct sales companies have begun integrating WhatsApp-based sales systems and Al-
powered personal CRM apps for their sales agents. These tools allow agents to track customer
preferences, send product updates, and close orders without ever meeting the customer in
person. In markets like India, this hybrid approach—combining the trust of traditional direct
selling with the speed of digital platforms—is becoming a new trend. Companies adopting
such tech-enabled direct selling have seen better retention, especially in Tier-2 and Tier-3
cities where personal touch still matters.”

2.3 Franchising Model

2.3.1 Concept and Features

A franchise model is one where a franchisee (the business owner) is given the right to use the
name of the franchisor (owner of established brand and business system) for selling its
goods/services, while paying some amount in return. This format allows for quick expansion
to the business due to lesser investment of money by the franchiser.

Key Features:

e License-Based Expansion
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o The Franchisor gives the license to use his brand, systems and knowledge.

o The franchisee adheres to brand standards, while the outlet is his or her own.

¢ Standardized Business Model

o Consistency is essential: in operations, quality, brand and customer experience.

o Franchisees must only adhere manuals and SOPs.

* Royalty and Franchise Fees

o Franchisees pay a franchise fee as well as royalties that factor in revenue.

o These are sources of revenue for the franchisor.

* Training and Support o Franchisors provide extensive training on operations, marketing and
product knowledge.

o Brand and execution support receives on-going attention to keep brand standards and
operational excellence.

e Territorial Rights

o Typically, franchise agreements give the franchisee an exclusive area to work in.

o Internal competition is avoided and local market interests are safeguarded.
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* Brand Leverage o Franchisees enjoy trading under a popular and established brand name,
thus minimising the work and period it will take to gain customers.

e Mutual Dependence

o Franchisor depends on franchisees for the market presence, whereas franchisees depend
on the reputation of brand and its systems.

o Both sides are interested in performance and brand value.

Key Components of Franchising

Mutual Dependence

Fosters collaborative
success

License-Based
Expansion

Brand Leverage

Utilizes
established Allows growth
brand through licensed

recognition operations

Ensures
consistency
across
franchises

Grants exclusive
operating areas

Offers guidance and Provides income and
resources to initial investment
franchisees

2.3.2 Benefits to franchisors and franchisees

Franchising is driven by mutual strategic and operational benefits. Franchisors enjoy fast
growth with low capital, and franchisees reap the rewards of a proven brand and systems.

Benefits for Franchisors:

¢ Rapid Market Expansion
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o Facilitates brand expansion in regions without undertaking costly outlet investments.

o Minimizes financial risk of moving geography.

® Revenue Streams

o Makes money with up-front franchise/royalty fees and sometimes a piece of the action on
product sales.

o Training programs, supply chain services and proprietary technology can also be monetized.

* Operational Leverage

o Franchisees manage the day-to-day operations allowing franchisors time to concentrate on
strategy, invention, and brand awareness.

o Reduces the responsibility of managing local staff, compliance and operations to site level
issues.

* Brand Visibility and Market Presence

o Add more outlets to increase brand remembrance and reach of the customers.

o Plays as a natural leader in fierce markets.

Benefits for Franchisees:

¢ Reduced Business Risk
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o Run a company with established customers, proven business model and brand value.

o Minimizes the experimentation gap from new business.

* Training and Operational Support

o Get marketing, customer service, inventory and accommodations training starting on day
one.

o Centralized marketing campaigns and procurement advantages.

e Faster Return on Investment (ROI)

o Franchisees can break even faster than new business ventures since there is already a
demand and an operational templates in place.

o Lower cost per customer acquisition by name recognition.

* Patented Systems and Technology only found here!

o Use POS systems, inventory management and customer files that are part of the franchisor
franchise system.

o Streamlines the provision of services.

e Network Effects
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o Belonging to a multi-site franchise group offers learning opportunities, bulk buying power
and mutual support.

2.3.3 Famous Franchise Examples

Worldwide and in India some of the biggest brands have been built by the franchising formula
to spread its reach around the globe with same services and branding. These are just some
of the benefits of a successful franchise system.

McDonald’s:

e A member of one of the world’s biggest and most successful franchised food service
systems.

e Owns and runs more than 90% of its branches through franchisees around the world.

* Provides consistent menus, branding and customer experience around the world.

* Franchisors offer rigorous training, including “Hamburger University” and detailed
operations manuals.

e Local interpretations are permitted (such as India’s McAloo Tikki), but strictly within brand
parameters.

Domino’s:

e Worldwide Pizza Delivery Market leader with proven and profitable franchising system in
close to 85 countries.

e In India, operated by Jubilant FoodWorks under a master franchise agreement.
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* Has strong backend support, tech-enabled delivery systems and solid supply chains.

* Noted for operational efficiencies and centralized marketing support to franchisees.

Subway:

¢ Runs thousands of stores in more than 100 countries.

eLow capitol expenditure, simple operational model attract new business owners.

* Franchisees get the advantages of centralized supply chain control and brand advertising.

Anytime Fitness:

e A fitness franchise that’s grown into urban and semi-urban markets.

e Provides 24/7 access gym with standard layout, tech systems.

e Franchisors supply franchisees with marketing material, design and fitness software.

In Indian Context:

e DTDC Courier —It works on a proven franchise model in logistics and parcel delivery.

NIIT and Aptech — Expanded IT training centers all over India by using franchising.
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»O

e Lenskart (early stage) — You followed the hybrid company-owned and franchise store model
to scale your business quickly.

These case studies highlight the diversity of the franchise model not just in food and fitness,
but also in education and logistics.

2.4 Razor-and-Blades Model

2.4.1 Concept and Features

The Razor-and-Blades model is a business model in which one item is sold at a low price (or
given away for free), while a complementary product is sold at a higher price; the
complementary product is often consumable or disposable. This provides great customer
stickiness and long term recurring revenue.

Key Features:

e Low Entry Price on Core Product

o The platform is subsidized to enable the user to buy a lower priced product (for example,
razor handle or printer or game console).

o Sold at or near cost with a reduction to take a price obstacle away for new purchasers.

e High-Margin Consumables or Add-Ons

o The real profit is in the followup sales - razor blades, ink cartrages, game subscriptions.

o These are high-margin and needed in a recurring basis for steady income.

e Customer Lock-In
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o If a client has committed to the base product, then they are more likely to buy
complementary consumables. o Proprietary products (e.g., blade fits or ink cartridges)
preclude transition to third-party product.

e Recurring Revenue Model

o This is the model that provides ongoing revenue throughout the customer relationship (as
opposed to selling them something once).

o Promotes business around longer term relationships versus one-time transactions.

e Market Penetration Strategy

o Firms use this model to penetrate competitive core offerings and grow customers quickly.

o After the base, most of profitability is derived from ongoing sales of consumables or
services.

e Frequent in Hardware-Based and Subscription Ecosystems

o Widely used in technology, health and beauty products, game accessories and kitchen
appliances. o Growing accustom to digital formats such as app purchases and software add-
ons.

“The name of the Razor-and-Blades model was originated by King C. Gillette, although he was
not its first to successfully apply it commercially. In truth, ever since Gillette started to give
away the razor handle for free during World War | to military personnel — men who formed
a habit during war and continued postwar — the model gained momentum then. That early
form of “product seeding” is now a common tactic in software trials and consumer goods
samples.”
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2.4.2 Examples Across Industries

The Razor-and-Blades model has been embraced by businesses throughout all industries, and
each of them have modified the concept to align with their specific industry requirements.
The core is still the same—cheap to get in, expensive to maintain—but the packages are
entirely dependent on your behaviour and usage.

Gillette (Razor + Blades):

e Model Origin: The above scenario is often cited, where Gillette sold the razor handles at
cost and made their money on blade refills.

e Not Interchangeable with Any Other Razors or Handles: These blades were specifically
designed to fit only Gillette handles and do not interchange with other razors.

e Brand Loyalty: Emphasis on quality, comfort and ongoing innovation (e.g., multi-blade
systems), in order to keep customers.

Upselling: Constant innovation of product (Fusion, Mach 3) pushed up blade prices and
maintained high margins.

Printers + Ink Cartridges:

e Printer price: lots of inkjet printers are sold at a cost less than the combined price of all the
cartidges.

e Cartridge Lock-In: Proprietary cartridge use to guarantee that customers return for repeat
purchases of the same brand.

e Ink Out the Wazoo: Cartridges tend to be more expensive than the printer over time.
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¢ Refill Challenges: Businesses have imposed limitations or locked down third-party refills
with chip-based authentication.

Gaming Consoles + Games:

Console as Loss Leader: Console sold at nominal margins or even loss to sell gamer (example
Xbox, Playstation).

e Games and Subscriptions: Money coming in from game purchases, DLC (downloadable
content) and subscriptions such as PlayStation Plus or Xbox Game Pass.

e Ecosystem Lock-In: Players buy into digital libraries, which makes it difficult to shift
platforms.

e Continuous Monetization: Comprising in game purchases and micro transactions that
expand the life of revenue.

Nespresso:

» Coffee Machines: Priced competitively and available via retails shops and online.

* Nespresso Pods: The single-use, proprietary pods come at a hefty premium and are only
available through select channels.

e Customer Experience: The experience of brand pods appeals to customers because of
convenience and perceived quality.

e Club Membership: Prototype of brand loyalty with exclusive offers, content and community
features.
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Other Examples:

¢ (Whitening toothpaste) and (electric toothbrush + brush heads [Oral-B])

e E-cigarettes + cartridges (JUUL, Vuse)

* Mobile devices + app subscriptions or accessories

e SaaS tools + premium integrations / analytics modules

2.4.3 Strategic Implications and Risks and Applicability in the Modern Business World

The Razor-and-Blades model has transcended products to cover software, mobile apps, and
services. Effective for driving customer lock-in and recurrent revenue, it raises some strategic
risks as well, and is coming under criticism on ethical and environmental grounds.

Strategic Implications:

® CLV Focus o The model focuses on customer lifetime value rather than single sells.

o Success relies on retention and repeat purchase activity, not just acquisition.

e Low Customer Acquisition Barrier

o By offering a competitive price for the core product, now businesses can grab market share
readily.

o Fits within price sensitive markets as well as early adopters.
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e Data and Predictive Analytics Companies can predict consumption demand based on
purchase patterns of consumables.

o Facilitates targeted selling, upselling and inventory optimization.

* Brand Ecosystem Development

o Promotes the development of ecosystems in which many products and services merge into
a single system.

o apple would be one example of a company that has created this kind of hardware-software-
accessories loop.

Risks and Limitations:

e Consumer Backlash

Trust can be eroded when punters feel exploited over the price of consumables. o Open
pricing and value added are critical to the goodwill.

e Third-Party Disruption

o High margin consumables can be undercut by generic or imitations. o Companies need to
enforce IP rights and innovate in order to outpace competition.

Environmental Concerns

o High utilization of sing-use products (i.e., pods, cartidges) create sustainability concerns.
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o Increasnig consumer pressure for reusable or refillable solutions.

e Digital Choice +2 o Digital transformation has led to more recent revenue models such as
freemium or subscription which can sometimes transcend the need for hardware.

o Saas typically follows, based access and premium features i.e. Razor-and-Blades logic.

¢ Over-Reliance on Add-Ons

o If add-on use diminishes (e.g., wireless printing), the model breaks down.

o Consumable relevance can only be kept if you continuously reinvent your company.

Modern Applicability:

* Remains relevant in consumer electronics, gaming, personal care and coffee machines.

* Modified for digital products by the way of free base and chargeable added features (e.g.,
mobile games with in-app purchases).

e Startups and D2C brands leverage similar strategies to engender loyalty and long-term
value.

2.5 Bricks-and-Clicks Model

2.5.1 Concept of Integrating Offline and Online Business

The Bricks-and-Clicks model is a term used to describe retail businesses that operate in both
physical and online outlets. This method provides a customer with the opportunity of
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browsing, purchasing or returning items on line or off-line to add convenience and brand
experience.

Key Points:

® Seamless Channel Integration

o Provides a seamless customer experience from store to web and mobile.

Allows consumers to purchase online, pickup in-store (BOPIS), return online orders in store or
visit a showroom and order online.

¢ Diversified Revenue Streams

o Merges store and e-commerce sales, opens up revenue channels.

o Dependence on only one sales channel is lessened.

* Improved Customer Convenience

o The sensor meets a variety of shopping needs, from touch-and-feel purchasers, to tech
enthusiasts.

o Builds confidence in customers, particularly when a customer can physically engage with a
brand before purchasing.

e Inventory and Supply Chain Efficiency
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o Combines warehouse, store and web inventory to best fulfill orders and minimize out-of-
stocks.

o It enables decentralized warehousing and shortens delivery period as well.

e Data Synergy

o Brush:on the one hand, brick-and-mortar gathers more qualitative observations; on the
other hand digital has access to real time behaviour.

o This amalgamated data is being utilized to customize the offerings and maintain loyalty
programs.

e Enhanced Brand Presence

o Physical stores are brand touchpoints and online is scalability.

o This dichotomy strengthens credibility and presence.

e Technology as Enabler o Needs to be integrated — POS, inventory sync in real time, CRM
tools and omnichannel logistics. o QR codes, AR enabled fitting rooms and in-app store
navigation make the model stronger.

2.5.2 Benefits of Hybrid Approach

There are several strategic advantages of the Bricks-and-Clicks model in adapting to the
changing retail landscape. The solution provides the best of both worlds, combining the
strengths of physical and digital formats for enhanced value and operational flexibility.

Key Points:
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* Increased Reach and Accessibility

o Brick and mortar stores cater to local/foot traffic, whereas online provides national/global
market.

o Provides 24/7 access as well as prolonged brand exposure.

¢ Higher Conversion Rates

o Customers can find products online and turn in-store or turn the other way around.

o More touchpoints help to mitigate drop-offs and get better sales funnel performance.

¢ Greater Customer Trust

o Physical locations give internet operations credibility.

o Clients aremore confident when there is an office they can contactwith questions or
complaints.

* Market Resilience o In the case of either channel slumping due to (e.g.) localised lock down
or website issues, The other will back it up.

o Enhances continuity and flexibility of business.

* Improved Customer Service
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o Stores provide customized service and support after the sale, online tools include live chat,
FAQs, user reviews.

o Blending both provides well-rounded support.

e Cross-Promotion and Engagement

In-store events lead to online follow-ups, and online initiatives drive customers to stores.

o Loyalty points programs that cross over both channels for deeper engagement.

¢ Operational Cost Balance

o While stores are expensive, digital can reduce customer acquisition and overheads.

o Hybrid approach also reduces the cost factor with smarter resource usagC 4.

2.5.3 Case Examples

This chapter discusses the journey of both Legacy and Digital-native brands that have
adopted this new business model successfully in Indian as well as in Global markets. The
examples depict various ways to combine the online and offline channels.

Walmart

e Made the shift from pure brick-and-mortar to omnichannel retail.

® Bought an e-commerce platform, Flipkart, in India to gain more of a digital foothold.

Z'l—.l turnltln Page 35 of 54 - Integrity Submission Submission ID  trn:oid:::3618:127435306



Z'l_.l turnitin Page 36 of 54 - Integrity Submission Submission ID _ trn:oid::3618:127435306

* Provides BOPIS and same-day delivery in U.S. markets.

* Treats stores as fulfillment centers, which help to lower last-mile charges.

Reliance Retail

* Mixes retail chains (Reliance Fresh, Trends, Digital) and the JioMart online platform.

e Realizes phygital strategy by digitizing Kirana stores, which is next to consumer and
convenient.

e Connects offline POS systems to customer data from online apps.

* Localizes promotions by both online and offline behavior.

Tata Clig

e E-commerce platform with offline brand support.

e Adopts luxury retail experience, in which customers can try products in store and order
online.

e Collaborates with Tata group companies to provide a unified customer experience.

Lenskart

e Began as online retailers, then opened offline stores to offer try-before-you-buy
experiences.
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* Shoppers can have their eye power scanned in the store and place orders online.

e Complements online AR tools with in-person consultations for wider reach.

* Provides 3D trials, at-home eye tests and doorstep delivery.

Pepperfry

* Online-first furniture marketplace that showed products in physical studios.

* Enables our customers to see material quality and all details before they purchase.

e Combines inventory, shipping and customer data among platforms.

Mamaearth

eStarted as a D2C personal care brand with a strong online presence with social media and
marketplaces.

e Now venturing into offline retail with presence in pharmacies, supermarkets and
standalone stores.

 Fuses influencer-led digital discovery with in-store convenience of purchase.

PharmEasy & 1mg

¢ Online-first health care systems that diagnose, prescribe and deliver.
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e Work with offline labs, clinics and pharmacies to complete diagnostic tests or urgent
prescriptions.

* Drives compliance and confidence of customer through the digital journey by scaling with
physical services.

2.6 Emergence of D2C Economy

2.6.1 What is D2C?

(Direct-to-Consumer)"D2C" is a marketing model where brands sell their products directly to
the end customer, instead of going through retailers and other traditional sales channels like
wholesalers and distributors. This approach uses digital channels - websites, apps, and
marketplaces primarily - to establish customer connections, collect feedback, and maximize
margins.

Key Points:

¢ Disintermediation of Traditional Channels

The brand owns the end-to-end customer journey — from product discovery and purchase
to post-purchase service.

o Removes retail markups, allowing startups to dictate pricing, packaging and experience.

e Customer Ownership o *D2C brands control customer data *enabling them to personalize
communication, retarget users and improve products.

o This compares with sell out through marketplaces or off line retailers where the relationship
with customers is indirect.
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e Digital-First Infrastructure o Most D2C brands are launching through an e-commerce
website or app that’s complemented by digital marketing and logistics partnerships.

o This is structure creates a much smaller barrier to entry than traditional brick and mortar
retail.

* Agile and Feedback-Driven

o D2C brands can test out products via pilot launches, collect customer feedback in real-time
and iterate rapidly.

o Reinforces lean startup and product-market fit.

* Brand Story and Identity o Anecdotally, Founders tend to be interested in mission-based
branding, sustainability or community engagement.

o Owned brand voice and aesthetics with D2C.

2.6.2 DAPPs in the D2C Economy

The rise of the D2C model can be attributed to a combination of macroeconomic and
behavioral changes. These drivers have paved the way for an ecosystem where digitally native
brands can challenge incumbents without being at the mercy of traditional retail
infrastructure.

Digital Penetration:

The rise in Smartphone usage, availability of cheap internet (especially after Jio revolution in
India) and e-wallet growth have made online shopping quicker.
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e Customers from Tier 2s and Tier 3 cities are now using e-com portals giving equal footing
to the disruptive new D2C brands.

e Both the payment gateways and order tracking, integrated with the courier partners has
been a game changer making D2C logistics smooth and also scalable.

Consumer Preferences:

» Today’s consumers want personalized, value-driven, and transparent brands.

* The tide is turning toward niche products that embody personal values — sustainability,
cruelty-free, locally sourced and all the rest.

* Younger customers want real brands, not just generic mass market versions.

* There is inherent value in brand interaction, particularly for post-purchase servicing and
feedback.

Social Media & Influencer Marketing:

e Instagram, YouTube and Pinterest are critical discovery and conversion surfaces for D2C
brands.

e Content from trusted influencers and user reviews serve as trust signals, which makes up
for missing out on in-store experience.

® Brands launch viral campaigns, team up with micro-influencers and cultivate communities
through story-telling and product how-to’s.

Did You Know?
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“A large number of Indian D2C brands are adopting the “content-to-commerce” approach.
This means they first build an engaged audience through blogs, videos, or social media
channels—and only then launch products tailored to that audience’s interests. Brands like The
Good Glamm Group (which owns MyGlamm) began as content platforms (POPxo,
ScoopWhoop) and later expanded into D2C beauty. This reverse funnel—audience first,
product later—is a significant departure from traditional models.”

2.6.3 The D2C Opportunity and Challenge for Startups

D2C certainly has its advantages—particularly in terms of control and margins—but it also
poses challenges that must be met with well-funded strategy and constant innovation. These
are the trade-offs startups will have to consider when entering D2C.

Advantages:

¢ Higher Profit Margins

o Cutting out the middle-man allows startup businesses to keep a larger pie of revenue. o
Allows Price competitiveness and enables plough back for Marketing and R&D.

e Customer Data Access

o Granularity of browsing behavior, preferences and purchase history including entire search
process from discovery to making decision is collected by start ups. o Enables targeted
marketing, tailored recommendations and loyalty campaigns.

¢ Faster Product Iteration
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o With immediate feedback and less reliance on retail partners, startups can iterate quickly
on our products.

o Allows testing of niche (or) limited edition products with minimal inventory commitments.

e Full Control Over Brand Experience

o Startups hold every interaction on brand, from the packaging to the site experience.

o Enables brand to stand out in a full marketplace.

Challenges:

¢ High Customer Acquisition Costs (CAC)

o To get noticed on the internet you need to spend big bucks over time for ad space,
influencers and/or SEO.

o With weak differentiation, D2C startups will burn cash too quickly.

* Operational Complexity

o Logistics, returns, customer service and compliance needs to be handled in house or with
partner 10 William Bao Bean Movile TMT/Ventures China Brasil 500Mobile Core Team:
CEO/Board Customer Svc M&A Logistics etc. o First time entrepreneurs may have a hard time
planning their inventory and forecasting the demand.

Low Brand Trust Early o The digital-first brands don't get the benefit of doubt that legacy
brands do.
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o Needs some intense pre-selling, reviews and social proof.

e Over Dependence on Digital Ecosystem o Performance is Google algorithm dependent
(Instagram ads) o Instagram or platforms fee - Thedecrease in Users Engagement_RATE at
Instagram which can happen because of any change/demand could let the business perilized.

o You need to diversify on platforms and start building your own audiences.

2.6.4 Indian D2C Examples

Digital accessibility, altered consumer behaviour and startup funding have led to one of the
fastest growing D2C ecosystems in India, among other places in the world. Several homegrown
D2C brands in the country have been able to create strong identities, and scalable operations
with a loyal community.

Mamaearth:

e Founded in 2016, a toxin-free personal care brand that markets to young parents.

* Relies on content-driven marketing, influencer partnerships and a powerful brand purpose.

* Works online through its website and marketplaces, with an increasing offline presence.

e Unicorn through and through; most successful D2C brands in India.

boAt:

e Audio products with value priced consumer electronics brand.
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* Taps into Bollywood, cricket and influencer tie-ups to reach Gen Z and millennial audiences.

e Sells most through its own website, Amazon, and Flipkart.

* Low retail footprint, heavy online community engagement.

Lenskart:

® Began as an online eyewear retailer; has since switched to a Bricks-and-Clicks model.

* Tries home eye-test services, virtual trials and tech-enabled stores.

D2C strength is in autonomy and supply chain authority DTC has an advantage for
personalized items or asset sections.

e Taking on the "old guard" of optical chains with superior convenience and pricing.

Other Notable Mentions:

e Wakefit (mattresses and sleep products)Strong content + product education model.

e The Souled Store (merchandise and apparel): Specialty goods, millennial branding.

* SUGAR Cosmetics: Influencer-heavy campaigns for metro and Tier-2’s women.

2.7 Entrepreneurial Lessons

2.7.1 What Startups Can Learn from Classical Models
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Timeless business models provide fundamental lessons for founders building scalable and
defensible companies. In an era of new economy upstarts — who tend to focus on fast growth
and digital innovation — re-embracing the basics can in fact add strategic depth and
operational discipline.

Key Points:

» Operational Discipline

o Models Borne out of Norm — Businesses such as franchising and direct sales focus on
systemisation, repeatability and the quality of execution.

o For Startups: Application to be made by building SOPs in the early stage, Streamlining —
Customer Service, Not too much reliance on improvising.

e Customer Relationship Focus

o Direct to consumer and heritage retail systems relied on trust and personal relationships.

o Businesses like D2C brands and tech startups will win out by focusing on customer service,
feedback loops, and true engagement.

e Unit Economics Awareness

o Classical techniques tended to emphasize break-even, contribution margin, and profitability
analyses.

o Early startups who live and die by the grace of an investor, surely can keep burn down
through careful tracking of unit economics from a very young age.
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Franchising for Rapid Growth o Food tech, Education or healthcare startups can use a franchise
business model to quickly scale while keeping centers decentralized.

o A local market can adjust the design and copy, but keep the brand intact.

e Retention Over Acquisition

o Traditional logic: To keep customer, sell better quality, better service and better consistent.

o Startups should concentrate on LTV (Lifetime Value) rather than spending above and
beyond CAC(Customer Acquisition Cost). 24.

e Supply Chain Thinking

o Traditional models included large focus on inventory management, vendors and logistics.

o Modern tools (ERP, Al) can achieve comparable efficiencies for startups as they scale.

2.7.2 The Relational Relevance of Old Models to Continuously Emerging New Markets

This modern market offers new hurdles—digital overload, short attention spans, and
changing customer expectations. But the underlying framework of classic models are still
current now and then when executed with new technology, distribution or customer insights.

Key Points:

¢ Hybridization of Models
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o Classical models such as Bricks-and-Clicks or Razor-and-Blades can be digitalized or
redesigned for novel segments. o Example: Lenskart transformed traditional eyewear retail
into a D2C and tech-enabled Bricks-and-Clicks hybrid.

e Cultural and Regional Fit

o In developing countries faith and trust in individuals still matters highly when it comes to
sales.

o Direct selling or franchise is more suitable via mobile apps, Vernacular content and
hyperlocal delivery.

Traditional models will become platforms o Now, traditional service businesses (eg coaching,
hair and nail salons, logistics) can go tech-enabled platform.

o Example: Urban Company disrupted the home services category, which was dominated by
word of mouth networks and offline referrals.

e Offline Discovery, Online Fulfilment o Many of the Tier-2 and Tier-3 consumers discover
brands at stores but choose to fulfill their orders online for sheer convenience.

o Startups can leverage traditional retail presence as a lead generation mechanism for digital
conversion.

* Data-Driven Reinvention o The older models were unable to adapt with real time consumer
data.

o With deep customer insights, A/B testing and CRM tools Startups can reconstruct these
business models to serve customers in more relevant ways.

e Sustainability Integration
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o Environmental impact is seldom considered in traditional models.

o There are startups that can get old models to work (recycled packaging and reusable
packaging) with the eco-buying consumer.

“Activity: Classical-to-Digital Business Model Transformation”

Pick one of the traditional business models (e.g., Direct Sales, Franchising, Razor-and-Blades
or BricksandClicks) and specify a product or service you would like to introduce with it. Then
update it to appeal to today’s market, such as during digital boom trends like mobile apps,
influencer marketing or subscription services. Deliver a 1-pager that outlines how you would
update that initial model, and call out some of the changes you’d make in distribution,
customer experience and monetization. Share with your class or in a small group discussion,
its redone business plan.

2.8 Summary

+» Traditional business models such as Direct Sales, Franchising, and Razor-and-Blades have
established the pathway of how businesses scale, grow customer relationships, and enforce
operational discipline.

< These models value organized operations, presence and proximity, and direct personal
sales, which continue to be valid in many markets.

< The Bricks-and-Clicks concept provides a model of physical and electronic combinations by
traditional firms in order to cope with new customer demands.

« The ascendancy of the Direct-to-Consumer (D2C) economy: illustrating how digital-first
CPG brands are leapfrogging intermediaries to cultivate direct customer relationships.
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< Consumer behaviour, digital inclusivity and influencer culture have been some of the key
catalysts in the D2C revolution especially in India's thriving online marketplace.

Traditional models provide sound operational principles but have to adjust in order to
address the digital, data-driven economy.

< Classic model teachs startups the lesson of customer retention, cost control and unit
economics.

< Contemporary startup founders are blending traditional models with tech to tap into
untapped markets (e.g. Uber for plumbing), unlock supply constraints, and optimize user
experience.

2.9 Key Terms

Direct Sales Model — Selling products directly to the consumer without intermediaries
(typically through face-to-face selling).

Franchising - a type of business in which an independent operator (the franchisee) operates
and trades the franchisor's business under its name through a licensing agreement, generally
referred to as a "franchise" or chain.

Razor Blades Model — A business model that involves selling a durable product at a low price
point to get consumers on the hook for buying ongoing high-margin refills.

Bricks-and-Clicks A retail model that utilises/blends bricks or physical outlets, and virtual
stores.

D2C (Direct-to-Consumer) — A model in which brands sell products directly to consumers
online, without going through retail distribution.
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Customer Lifetime Value (CLV)—The entire revenues that a business can expect from a single
customer throughout their lifetime.

Unit Economics - Particular economic measures to assess the profitability of product or
service per unit.

CAC (Customer Acquisition Cost) — The cost to a company for generating a new customer.

Platformization — The process of turning a non-tech business into tech-enabled platform that
connects people, providers/vendors or services.

Omnichannel strategy — It’s the one that brings online and offline channels together to give
customers a consistent shopping experience regardless of channel.

2.10 Descriptive Questions

Define the Direct Sales model. How has its role evolved in the era of digital media?

Describe the format and reciprocal advantages of franchising for the franchisor as well as the
franchisee.

Explain the Razor-and-Blades model with appropriate industrial examples. What are its
strategic risks?

What is the Bricks-and-Clicks model? Is it good for the client and does it improve business
scaling?

How do you see the rise of the D2C economy and its driving factors?

Z"—.I turnltln Page 50 of 54 - Integrity Submission Submission ID  trn:oid:::3618:127435306



z'l_.l turnitin Page 51 of 54 - Integrity Submission Submission ID _ trn:oid::3618:127435306

Compare and contrast customer engagement and scale in traditional business models versus
Web 2.0 models.

In what ways can startups use the franchising model to expand in modern times?

Describe why social media marketing and influencer collaborations are now survival tools for
D2C brands.

What are the benefits, operational and financial, of merging online and offline channels?

What are some Important entrepreneurial lessons that contemporary start-ups can learn from
Older Ones : Provide examples.
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2.12 Case study

“From Legacy to Launch — Build Your Hybrid Business Plan”

Objective:

-- To assist students in conceptualizing the ways that traditional business models (Direct Sales,
Franchising, Razor-and-Blades, Bricks-and-Clicks) should influence the creation of a solid
business idea fit for today’s web-based economy. It's a strategic thinking and customer
planning exercise along with actual application based ideation.

Instructions:

Select a Classical Business Model:

Select one base model from Unit 2:

o Direct Sales o Franchising o Razor-and-Blades o Bricks-and-Clicks

Choose a Product or Service:

Name a thing or service that might do well hear the chosen model. Examples:

o Personal care product o Kitchen appliance o Health supplement o Clothing or accessory
brand o Tech gadget or software tool

Create A Mini Business Plan (no longer than 2 pages) Which Addresses:

a) Business Model Structure:
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o How does your classical model you chose encompass?

o What are the main elements you’re going to keep from the original format? b) Modern
Adaptation:

o What digital channels will you institute for amplification (i.e., e-commerce, CRM, influencer
marketing, mobile apps)?

o How will you weave the offline and online for your customers? c) Revenue Strategy:

o What are your sources of revenue?

o Will you employ subscriptions, upsells or digital add-on?

d) Customer Engagement Plan:

o How will you get (keep) customers?

o Various online and offline tactics (e.g., referral programs, store events, email marketing).

Pitch Presentation (Optional):

Prepare an investor pitch for your hybrid model to be delivered in 3 minutes to the class.

Expected Outcomes:

* Experience with implementing traditional business logic in a modern startup environment.

Z'l—.l turnltln Page 53 of 54 - Integrity Submission Submission ID  trn:oid:::3618:127435306



Z'I_.I turnitin Page 54 of 54 - Integrity Submission Submission ID _ trn:oid::3618:127435306
e Experience planning a customer-focused business strategy.

* Are able to learn how innovative they could become by using digital tools with their
traditional models.

e Creation of a combined online-offline brand strategy.
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Unit 3: Digital Business Models

Learning Objectives

1. Identify the key characteristics that distinguish digital business models from classical
ones.
2. Understand how technology drives value creation, customer engagement, and

scalability in the digital era.

3. Analyze various digital business models including Freemium, Subscription-based,
Online Marketplace, and Social Commerce.

4, Evaluate the revenue strategies and scalability mechanisms of content-driven
platforms and creator-based monetization.

5. Examine the enabling role of technologies such as cloud computing, mobile, and Al in
transforming businesses.

6. Understand the impact of data, network effects, and platform lock-in on user
retention and competitive advantage.

7. Explore hybrid models that blend elements of freemium, ads, and subscriptions,
using Indian and global examples.

8. Derive strategic insights on how startups can choose, scale, and evolve their digital
business models.

Content

3.0 Introductory Caselet

3.1 Introduction to Digital Business Models
3.2 Freemium Model

3.3 Subscription-Based Model

3.4 Online Marketplace Model

35 Social Commerce

3.6 Content-Driven Platforms

3.7 Technology as an Enabler

3.8 Entrepreneurial Lessons
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3.9 Summary

3.10 Key Terms

3.11 Descriptive Questions
3.12 References

3.13 Case Study

3.0 Introductory Caselet

“From Tech Startup to Digital Ecosystem — The path of ZevoApp”

ZevoApp, a mobile-first productivity platform that is geared towards remote teams was by a
Bengaluru-based startup in 2018. With few features free of charge first, ZevoApp is using the
freemium model for getting users. Within months, it was being adopted by developers,
freelancers and startups. The growth remained steady, but the true tipping point happened
when Zevo introduced paid collaboration features through a subscription model.

Zevo didn’t stop there. It opened a content community for its users to share templates and
productivity hacks. The platform soon attracted a large number of creators and micro-
influencers to facilitate move towards content based freemium ecosystem. With the growth
of user-generated content, the company added on social commerce capability that let top
users sell digital templates and plug-ins through the app marketplace.

Zevo similarly took advantage of cloud capabilities, allowing users to sync across devices
with no lag time. Al-based recommendations and predictive analytics enhanced the user
experience. These technological underpinnings, paired with multiple monetization paths
turned Zevo into a holistic digital platform—with recurring profits and an engaged user
community as well as emergent creator economy.

The ZevoApp saga even more so illustrates that digital business models aren’t penned in
versions mono. Instead, what startups are doing is mixing aspects of freemium, content
creation, social commerce and SaaS to create durable and scalable ecosystems.
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Critical Thinking Question

ZevoApp started as a freemium product, but over time it became more of a content-
enabled subscription play that also dabbled in social commerce.” What are some of the
reasons that could have made Zevo move towards a mix of digital format? How did
technology serve as more than an enabler, but as a competitive advantage? Think about
how in today’s startup world startups can feel free to play with more than one business
model and not sacrifice user experience. How crucial is it for a digital business model to
change based on data, customer behavior or community participation.

3.1 Introduction to Digital Business Models

3.1.1 Characteristics of Digital Era Business Models

Digital business models are different in that they leverage technology, data, and network
effects to scale rapidly, forms of value more deeply engage customers in new ways. These
models excel in a fluid context and are of highly experimental, personalizing and
platformifying nature.

Key Characteristics:

¢ Platform-Centric Architecture

o Several digital business models are based on markets that link up users, service providers
or advertisers.

o You use a drive-sharing app that connects drivers to riders!) (i e. prostitutes have been
sex-swapped by venture capitalist) o "Like Uber but for X." Bl Example: Uber, where they
connect you with drivers! @ Or Amazon, where they connect buyers and sellers.

e Data-Driven Operations
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o Dealing with data as a fundamental part of decision-making — e.g., personalization,
predictive analytics and optimization.

o Real-time feedback loops enable companies to iterate faster.

e Scalability Without Proportional Costs

o Apps & Subscriptions are capable of being scaled to millions with near marginal cost.

o Model is decoupled from the limitation of physical size as opposed to traditional models.

* Technology-Enabled Automation

o Customer support, stockpiling the channel and marketing are increasingly automated via
Al-based chatbots and APl driven CRMs.

o Minimizes the margin of human error and improves work efficiency.

e Network Effects

o The more the merrier: value increases as more users join (e.g., WhatsApp or LinkedIn).

o Drives virality and customer retention.

¢ Continuous Revenue Models

o From selling a product once to subscribers, ads, in-app purchases, and ongoing services. o
Establishes regular income and long-term customer commitment.
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e Customer-Centric Personalization

o Experiences, recommendations and offers are individually customized for each user by
algorithms.

o Increases user satisfaction and engagement.

* Global Reach and Accessibility

o Day-one borderless is available on most of our digital models.

o Products are available anywhere in the world, anytime of day or night, through web and
mobile.

3.1.2 How Technology Transforms Value Creation

In the digital economy, technology not only enables value creation — it becomes value
creation. What “value” used to mean—just a product or service being handed over—is
being transformed into something more: an ongoing, adaptive and personalized experience.

This transition changes what is delivered, how it is delivered and how customers respond to
it.

Key Points:

* Product Becomes a Service

o In the digital era ownership goes access is emerging. o Examples: Netflix (streaming versus
DVD), Adobe Creative Cloud (subscription versus boxed software).
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o Ongoing Value - Users always have access to the latest versions of eZ Publish, the Cloud
services, and community support.

¢ Mass Personalization at Scale

o Al and machine learning personalize experiences for each individual user on millions of
touchpoints.

o Examples: Spotify’s Discover Weekly Playlist, Amazon product recommendations.

¢ Real-Time Customer Feedback Loop

o Apps and platforms are constantly gathering data — clicks, scrolls, purchases, drop-offs.

o Empower businesses for testing, adapting and optimizing features in short cycles: A/B
testing, Beta releases.

¢ Platformization of Offerings

o Businesses are building eco-systems rather than products in isolation.

o Apple ecosystem — Apps, Cloud, Devices, Watches—extended lifetime value.

e Digital Interfaces as Experience Layers

o Apps design, apps speed, personalization and automation are part of the value of the
service, not just product.
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o Example: Zomato’s re-order button is a behaviour driver through its zero-speed bump
user experience.

* Decentralization of Creation o Users co-create value: videos on YouTube, designs on
Canva, reviews on Amazon.

o Moves value creation from all company to community.

® Dynamic Pricing and Optimization

o Pricing can use algorithms that change in response to time, demand, or user history (e.g.,
Uber surge pricing, hotel booking sites).

o Maxes out your revenue while increasing customer satisfaction.

3.1.3 Customer Engagement in the Digital Economy

Customer interaction has moved from transactional to relational and perpetual. Digital
business models use those touchpoints — as well as personalization, interactivity and
ensnaring content to create repeatable cycles of engagement that lead to retention, word-
of-mouth and lifetime value.

Key Points:

e Multi-Touchpoint Interaction o Customers interact across multiple touchpoints — social
media, email, apps, websites and chatbots.

o Every touchpoint adds up to a consistent and unified brand experience.

¢ Personalized Communication
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o Engagement is no longer generic — Branded communication leverage through data
targeting to reach more and more tailored messages, offers, and content.

o For example, Netflix suggests shows based on viewing history; Cred sends reminders
linked with the billing cycle.

e Gamification and Incentives

o Many engagement approaches involve something like a game — points, badges, streaks- in
order to encourage repeat use.

o Use Case: Duolingo uses XP points and leaderboards to ensure user retention.

e Content as Engagement Tool

o Discovery, education, and loyalty are driven by blogs, videos, tutorials and social content.
o Engagement is not just about product features, but also brand narrative.

e Communities and UGC

o Build user communities around brands (examples: Reddit, Discord) to drive product
feedback and co-creation as well as advocacy of the brand. o Organic user-generated
content (UGC) such as reviews, testimonials & social shares drive organic engagement.

e Two-Way Communication

o Live chat, interactive polls and feedback forms, as well as social media comments are all
utilized to collect input and answer questions.
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o Creates trust and personalizes digital communication.

e Customer Journey Mapping

Best engagement at every stage - awareness, consideration, purchase, retention and
advocacy.

o Tools such as CRMs and analytics dashboards provide tracking and optimization
capabilities.

e Loyalty That Isn’t Just About Coupons o Today’s customers prefer convenience,
membership privileges or exclusive access to discounts in order to thank them for their
loyalty.

o Value through bundle and not via a discount — Amazon Prime type brands * work*
ultimately!

“Activity: Digital Model Builder”

Instructions:

In small groups, choose either a classic product or service (e.g. books, exercise, education,
food) Now, if you were to reimagine it as a digital business with the attributes we just
discussed — platform thinking, personalization, recurring revenue, community and value
creation through tech? Structure with a basic framework like: ® Target market

e Core product/service

* How do you plan on making money with your app? (freemium model, subscription model,
advertising framework, etc..)

Z"—.I turnltln Page 12 of 61 - Integrity Submission Submission ID  trn:oid:::3618:127435641



z'l_.l turnitin Page 13 of 61 - Integrity Submission Submission ID _ trn:oid::3618:127435641

* Technology enablers (Al, mobile, cloud)

* Engagement features (personalization, community, gamification)

All teams will present a 2 minute pitch of your digital business idea in class, describing how
the technology changes the delivery of value and/or customer engagement.

3.2 Freemium Model

3.2.1 Concept and Features of Freemium

The freemium business model is a combination of free and premium services, by which
services are provided for free, yet some functions must be paid bonus [1]. It's a strategy that
can be commonly observed within digital products - passing user costs on to someone you
don't like using data or regulatory tariffs.

Key Features:

e Two-Tiered Offering

oUsers are not half of free and half paying.

o Free users receive basic capabilities, while premium users have exclusive or enhanced
options.

e User Acquisition via Free Access

o Reduces the threshold of entry, but popularizes and tests on a large scale.
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o Great way to get initial traction and virality, especially for new product launch.

e Upselling Mechanism Built-In

o The product is built to upsell by demonstrating the worth in some premium features (e.g.,
additional storage space, enhanced analytics data and ad-free experiences).

o Nudges (feature locks, pop-up prompts, usage limits) are commonly associated with
freemium products.

e Digital Delivery Focus

o The model is most effective with low marginal cost for additional users’ products.

o Software, media or platform based businesses are good potential fits.

e Self-Service Orientation

o Accounts, training, and support tend to be automated in such a way that it can scale cost
effectively for many free users.

o Additional support may be provided to paying users.

* Analytics-Driven Optimization

o Free user data informs upgrade triggers, feature design and behavioral segmentation of
users.

o Free-users to paid users conversion is a matter of personalization and timing.
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3.2.2 Pros and Cons of Freemium

Freemium introduces new strategic considerations—such as virality and customer
acquisition—but it can also create, in particular around monetization and resource
allocation. The model needs a balance of enough value from the free version, while pushing
people to upgrade to the premium.

Benefits:

e High User Acquisition Potential

o Giving the value away is key in attracting millions of users without them having to commit
diversification strategy examples. o Ideal for brand exposure, Word of Mouth & community.

* Low Marketing Spend per User

o Shareability and Intrinsic Virality: When your product is inherently shareable you can
massively reduce the cost of customer acquisition (CAC).

o A lot of freemium businesses rely very heavily on organic growth.

¢ Scalable Revenue Funnel

o As the number of customers expands, howsoever small percentage these are converting
there worth is so much every month.

o Promotes being monetized over time vs one-time sales.
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¢ Data-Driven Growth o Companies may want to analyze free version usage patterns to
drive feature development, pricing strategy and engagement initiatives.

Benefits o Allows customization of the path of upgrade.

Challenges:

¢ Low Conversion Rates

o It is common (where users are concerned) to possess a paid-to-freemium conversion rate
of 2-5%.

o Need to have a large base of users or some pretty hardcore upselling to be profitable.

¢ High Infrastructure Costs

o Omerta is expensive — free means that you will have to pay for server time, disk and
support of numerous users. o Costs per user can be low, but total costs can stretch small
early-stage startups.

e Feature Differentiation Dilemma

o Give away too much and you damp upgrades; give too little and free users walk away.

o The perfect balance is a balance that is always a work in progress.

* Dependency on Continuous Engagement
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o Freemium monetization requires prolonged user engagement in order to drive a
conversion.

o If engagement drops, monetization suffers.

* Revenue Uncertainty in Early Phases

o Down selling and losing money initially while building the free base. o Requires robust
investor support or substantial reserves.

3.2.3 Case Examples (Spotify, LinkedIn and Dropbox)

These three businesses are great examples of strategic use of freemium, adapted to their
own industry and user behavior. They show that freemium done right, with a defined road
to value and an upgrade path, can drive predictable growth and profitability.

Spotify:

e Free Tier: Users listen to music with restrictions — including ads, playing controls limited
to shuffle and limits on skipping songs.

* Premium Tier: Ad-free listening, offline access and high-quality audio is offered in the
upper tier.

e Upgrade Triggers: The number of ad interruptions on the free tier and the fact that you
can’t pick particular tracks on mobile get users to upgrade.

e Monetization: Diverse pool of revenue streams from ads (free users) and subscriptions
(premium users).
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eResult: More than 40% of users worldwide are subscribers, a robust conversion rate for
freemium.

LinkedIn:

* Free Tier: No cost to make a profile, connect or search jobs.

* Premium Plans: Access to InMail messaging, profile views, insights on who's viewed your
profile, and online learning.

e Upgrade Triggers: Lots of job seekers, recruiters and those looking for leads or visibility
will upgrade.

e Business Focus: LinkedIn has freemium tiers (Premium Career, Sales Navigator, Recruiter
Lite) aimed at different user segments so the model can bend in every direction.

* Result: More than 35% of global users are paying subscribers, but that is a figure inflated
with highly inactive or low-usage users and people who have never upgraded.

Dropbox:

* Free Tier: Restricted amount of cloud storage (like 2 GB) for syncing and sharing files.

* Paid Plans: Get more storage and better collaboration features, as well as offline folder
access.

e Trigger Upgrade: Out of space, desire for cross-device access, or secure backups.

* Growth Strategy: Early growth was driven by referral incentives in which users could earn
more storage by inviting others to join, effectively stimulating organic user acquisition.
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All of these companies meld simple usability, transparent value additions and targeted
monetization strategies in order to convert free users into paying consumers.

3.3 Subscription-Based Model

3.3.1 Concept and Features

What is Subscription Based Model? Subscription-based model is a type of recurring revenue
model in which a useris chargeda certain amount on regular intervals (monthly, quarterly or
annually) in exchange for availing the product or service. This model is all about long term
customer relationship and moves away from one transnational business, widely adapted in
media, software, e-commerce (online services) etc.

Key Features:

e Recurring Revenue Structure

o Customers pay on a recurring basis, meaning that your business will have a steady stream
of income.

o Subsription freqencies are dependant from the industry. For entertaining, a monthly type
of sub is possible whereas B2B SaaS potentially required an annual one.

e Access Over Ownership

o People subscribe to a service or content, instead of owning a product.

o Example: Streaming media (Netflix) versus owning DVDs or albums.
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e Tiered Pricing Plans

o Frequently offers several subscription tiers (Basic, Standard, Premium) with different
features.

o Permits the possibility of businesses to categorise the users and upgrade them to other
tiers.

» Personalized User Experience

o Several platform operators use their users’ data to customize content, recommendations
as well as marketing.

o Enhances engagement and reduces churn.

e Customer Lifecycle Focus

o The onboarding, retention and renewal strategies are critical for the model to succeed. o
Affiliate systems and customer loyalty programs are often included.

¢ Trial Periods and Freemium Hooks

o Some applications provide trial versions or free tiers to attract customers.

o Input method allows users to experience value before paying.

e Tech-Enabled Monitoring
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o Back-end systems monitor usage, decline locations and payment cycles to improve service
and lower churn.

3.3.2 Revenue Predictability and Customer Loyalty

It’s one of the main benefits of the subscription model: You are better able to predict your
revenue and also create a core-base of loyal users. This stability is beneficial for operations,
investor confidence and long-term scalability.

Revenue Predictability:

¢ Stable Cash Flow

o Billing monthly or annually also allows companies to better forecast expenses, hiring and
product development.

o Limits reliance on volatile non-recurring sales.

* Forecast Accuracy o Businesses should leverage metrics such as Monthly Recurring
Revenue (MRR) and Annual Recurring Revenue (ARR) to monitor financial health.

o Revenue forecasts are more data based and accurate.

e Lower CAC-to-LTV Ratio

o The customer acquisition cost is eclipsed by easily forecasted recurring revenue in the
long term.

o LTV of a solid retainer is high.
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e Layered Revenue Streams o Companies can layer on multiple ways to make money --
premium plans, add-ons or enterprise offerings. o Mitigates the risk of reliance on one

vendor.\
/\ Stable Cash
Flow
N\
Diversifies income )9 Ensures consistent
sources \ Q@ financial operations
< >

/
%
L

Enables anticipation
of market trends

Indicates efficient
customer
acquisition

Customer Loyalty:

* Ongoing Relationship

Subscription businesses focus on engagement, satisfaction and trust to ensure renewals.

o Feedback, personalization and user success are the important focus area.

e Customer Lock-In Through Ecosystems

o Users may become dependent on a platform’s features or content, raising switching costs.

o Example: Files are stored and workflowed across devices in the Creative Cloud for Adobe

users.
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e Churn Management Strategies
o KPI s: churn and retention are frequently measured.

o To prevent growth or reduce churn rates programs, refreshed content or product/service

offerings can be made exclusive.

e Community Building

o Loyalty is encouraged by most of the platforms through member-exclusive forums, events
or content. o Builds a relationship and attachment to place or brand.

Cycle of Customer Loyalty Enhancement

Foster Ongoing
Relationship

& A

Build | Create
Community Ecosystems

Manage Churn

Examples - Netflix. Amazon Prime, Adobe Creative Cloud 3.3.2

So, our industry leaders have refined the subscription to offer amazing value, personalisation
and engagement (customised to whatever suits their product; and user bases).

Netflix:
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® Product: Streaming movies, series, documentaries.

* Model: Subscription service (no ads) with full access to library.

¢ Includes: Multi-device access, personalized recommendations, localized content.

» Success Factors: Frequent updates to its selection of content, data-informed suggestions
for users, global reach and binge-friendly model.

® Retention technique: Original programming (Netflix Originals) and gamified previews to
keep users interested.

Amazon Prime:

® Product: E-commerce perks + streaming (Prime Video), music, reading and more.

* Model: Subscription to bundled services a month or year.

e Features: Free/quick shipping, early Prime Day access, exclusive offers and ad-free
material.

e Success Factors: Value bundleWhat makes company successfulUsers come for delivery,
stay for content and other benefits.

e Loyalty Strategy: Ecosystem play—integrated rewards across Amazon’s offerings and
services.

Adobe Creative Cloud:
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® Product: Suite of pro tools —-Photoshop, lllustrator, Premiere Pro etc.

e Model: Monthly/annual for individual, team and enterprise.

® Features: Cloud sync, sharing features, updates on the go.

» Keys to Success: Standard tools used across industry, support of design community,
education pricing levels.

* Retention Strategy: Large switching costs - new skills, compatibility of files, familiarity with
software.

These are just some of the ways that strong subscription businesses have created customer
habit loops, secured recurring revenues and developed a defensible position in their
market.

3.4 Online Marketplace Model

3.4.1 Definition and Features

An online marketplace is a website where multiple buyers and sellers meet to exchange
goods or services without either party necessarily owning the goods that are being
exchanged. The marketplace earns money (for example in form of commission, listing fee,
advertising or fulfillment services). It plays the role of a middle man, providing
infrastructure, visibility and credibility for all parties involved.

Key Features:

¢ Platform-Based Model
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o The company (like Amazon, Flipkart) does not have its own inventory but plays host to
third-party vendors. o The marketplace supplies the tech infrastructure, interface, and
occasionally fulfillment/logistics.

e Scalability and Low Inventory Risk

o As a stockless business, the platform can scale quickly without costly investments in
warehousing or production.

o Minimize risk of inventory not being sold.

e Diverse Product or Service Range

o Buyers have access to a large number of sellers and resources all under one digital roof.

o Promotes comparison shopping, reviews and better informed choices.

® Trust Mechanisms

o Platforms establish trust with reviews, ratings, return & payment policy and security.

o Escrow facilities or buyer's protection plans are commonly provided.

® Revenue Models

o Diverse monetisation channels: % commission, seller advertising, best listings and logistics
services.
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o There are some platforms that will also have premium (paid) tools for sellers; some
examples being branded analytics dashboards or fulfillment.

* Technology-Driven Optimization

o Product discovery, listing recommendations and seller performance are optimized by
algorithms.

o Real time inventory and pricing controls are typical.

e Customer and Seller Support

o Provides dashboards for sellers, CRM interface for customers and dispute resolution
system.

o You can also have Onboarding processes and training for sellers.

3.4.2 Two-Sided vs Multi-Sided Platforms

Marketplaces can include two-sided or multi-sided systems, depending on the number of
groups participating with one another. On the other hand, the design, monetization, and
strategy of the platform are also different.

Two-Sided Platforms:

» Definition: Bridges a gap between two user types (generally buyers and sellers).

e Examples:
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o Amazon connects customers with merchants.

o Uber connects drivers with riders.

* Endogeneous (Value Creation): The existence of one group increases the value for the
other.

* Monetization: Typically in commissions on transactions or service fees.

Features:

¢ Simple Ecosystem: Less Complexity when it comes to UX and Monetization.

e Equilibrium: We need to find a trade balance between buyers and sellers which makes
sense.

¢ Cross-Side Network Effects: Increase in one side of the network enhances value for other
side, so how to acquire is key.

Multi-Sided Platforms:

e Definition: Consists of three or more unique groups that communicate with each other
through the platform.

e Examples:

o Connecting users, advertisers and content creators - Google

o Facebook provides a connection between users, companies —and developers.
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e Value Variability: Customized value propositions need to be developed for each group.

* Revenue: May rely on advertising, commissions, subscriptions or data monetization.

Features:

e Multi-faceted monetization models: If you have various sources of revenue, ensure a
strategic fit.

e Interdependencies: Success requires the interaction of all user groups to be managed
successfully.

* Personalized UX: Per user-type different interfaces and tools might be necessary.

3.4.3 Case Instances (Amazon, Flipkart, eBay, Nykaa)

All of these platforms have successfully utilized the marketplace model, but had their own
development strategies, tech stack and branding solutions according to their markets
demands.

Amazon:

* Type: Multi-sided marketplace (sellers and buyers, logistics and advertisers).

e Features: FBA (Fulfilled by Amazon), Prime memberships, dynamic pricing algorithms.

e Revenue Streams: Commissions, seller services, advertising placements, Prime
subscriptions.
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e Strengths: Strong logistics network, personalized experience and worldwide presence.

* Innovation: Incorporate predictive analytics and artificial intelligence for inventory and
recommendation systems.

Flipkart:

» Type: Two-sided platform, concentrating on Indian e-commerce.

» HighLights: Competitive pricing, help for sellers to board on their platform, local logistics
tie-ups.

e Revenue Streams: Transaction fees, logistics and advertising.

e Localization Strategy: Home language support, inclusion of local sellers; mobile-first
experience.

e Post-Acquisition: Walmart backed, scale focus and Tier-2/3 focus.

eBay:

e Model: C2C & B2B Marketplace.

e Features: Auction-style listings, buy now choices, global network of sellers.

* Revenue Streams: Listing fees, final value fees, and seller services.

e Differentiator: Resale and collectibles brand that has been around a long time.
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¢ Challenges: Saw slumps in some markets amid growing competition and low platform
innovation.

Nykaa:

e Model: Hybrid model (Marketplace + Inventory-led).

* Features: Beauty, wellness and lifestyle products with content-led commerce.

* Revenue Streams: Sales of products and in-house brands, along with advertising.

* Innovations: Omni channel experience, curated content (Nykaa TV) and influencer
partnership.

e Differentiator: Solid D2C play with marketplace vendors.

“Because so many modern marketplaces — especially within the tech and SaaS space — are
"invisible marketplaces," that is they may not even be aware they’re interacting with dozens
of businesses. For example, the Apple App Store and Salesforce AppExchange are
marketplaces where a user can find third-party solutions in a single shared environment.
“These platforms don’t just link buyers and sellers — they facilitate integrations,
subscriptions, and upsell opportunities into the platform interface for a deeply ingrained
marketplace experience that is embedded into users’ workflows.”

3.5 Social Commerce

3.5.1 Concept and Growth of Social Commerce
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Social commerce means that e-commerce features are built into social platforms such that
users can find, review and order products directly in their social feeds or apps. it merges
social interaction with transactional capability, turning content into an instant sales channel.

Key Points:

e Commerce Within Social Media o Shop, discover and share products while browsing in-
stream content.

o Examples: Instagram Shopping, Facebook Marketplace, Pinterest Buyable Pins.

e Content-Driven Shopping Journey

o Discovery of products organically - posts, stories, reels and live.

o Unlike typical e-commerce, discovery comes before intent—users typically find products
through serendipity.

¢ Shortened Purchase Funnels o Social commerce means less time between awareness and
conversion.

o Intuitive add-ons such as “Swipe Up to Buy,” “Shop Now,” and “Add to Bag” make the
purchasing path simple.

¢ Mobile-First Behavior

o The emergence of mobile and app-driven usage is helping to make social commerce much
more pervasive and real-time.

o Particularly true in emerging markets where customer behavior is mobile-first.
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¢ Creator and Peer Influence

o Buying decisions are shaped by peer recommendations, influencer promotion and
community fads.

o Trust is formed by actual, human conversations not old school brand advertising.

e Growth Factors

o Rising digitalization, shifting shopping behaviors, reliance on peer opinions and creator-led
content are driving the increases. o In India, services like Meesho have taken off by letting
micro-entrepreneurs sell through WhatsApp and Facebook.

“An emerging trend in social commerce is "live shopping" — a model that enables
influencers or sellers to conduct live demonstrations of products through live video, on
platforms such as Instagram, YouTube and even Amazon Live. During these live sessions,
viewers can ask questions and engage with the host — while purchasing items directly. Now
that model, which originated in China and became a multibillion-dollar industry, is being
taken up in India on apps like Trell Live and Moj Live. It combines entertainment with
impulse buying in a way that the act of shopping is interactive and engaging.”

3.5.2 Role of Influencers and Communities

Influencers and virtual communities naturally are the key in engaging, trusting and
converting for social commerce. They are writers, product testers, brand evangelists and
conversion warriors all at once.

Key Points:

¢ Micro and Macro Influencers
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o Micro-influencers (1K-100K followers) are perceived to be more authentic and
trustworthy.

o Macro and celebrity influencers provide huge reach, whether for new product launches or
seasonal campaigns.

e Authenticity and Social Proof

o Influencers develops real content that establishes emotional connections with followers.

o Breaking down products in unboxings, reviews, tutorials and day-in-the-life formats create
humanity around shopping.

e Community-Driven Content

o Online communities (Facebook groupsReddit threads, Telegram channels) discuss deals,
reviews, and product hacks.

o These networks serve as organic vehicles for brand discovery and commitment.

* Peer to Peer Influence o For consumers, peer power is more compelling than brand
influence.

o Product awareness & conversions spread organically on-sale through word- of-mouth in
subspecialty groups.

¢ Affiliate Commerce

o Influencers get rewarded through commission for the affiliate links placed on their posts.
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o Platforms such as Instagram and YouTube have built-in monetization features to
encourage this model.

¢ Collaborative Product Creation

o Some influencers collaborate and even co-create, produce or launch limited edition
products for brands.

o This personalizes, and makes your offer more urgent.

* Engagement as Currency o Counting likes, comments, shares and saves are rotating credit
around product viralness and social acceptance.

o Algorithms promote content with high engagement, maximizing its exposure.

3.5.3 Case Studies (Instagram Shopping, Meesho) Instagram Shopping:

e Integration: Enables brands and creators to tag products directly in posts, stories, reels
and live videos.

e User Journey: Users will see pricing, a description and “Buy Now” or “View on Website,”
when tapping a product tag.

® Creator Tools: Influencers will be able to set up their own storefronts within Instagram for
D2C sales.

* Discovery Features: The “Shop” tab offers personalized product feeds based on user
preferences and engagement.
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* Impact: Connects commerce with inspiration, bridging the gap between interest and
transaction.

Meesho:

¢ Platform Type: Social commerce platform that informally empowers small sellers and
home entrepreneurs to sell through WhatsApp, Facebook, Instagram.

* TG: Mainly Users from Tier-2 and Tier-3 cities, in particular women and homemakers.

* Business Model: Reselling with zero inventory; users choose from a catalog and share
product links on social platforms.

* Revenue Strategy: Meesho gives margin to sellers out of every sale, and takes care of
fulfillment, payment collection and customer support.

e Differentiator: Makes e-commerce democratized by reducing entry barriers, provides
zero-investment entrepreneurship model.

* Recent Traction: Meesho has 100M+ downloads and scales fast through vernacular
content and mobile-first user behavior.

3.6 Content-Driven Platforms

3.6.1 Business Models of Content Platforms

Content platforms allow folks to produce, distribute and earn money from digital content
across mediums including video, blogs, audio and newsletters. Their business models are
built to encourage the creation of content and scale user engagement (and monetization)
on top of that.

Key Points:
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* Platform-as-a-Service (PaaS) o Platforms such as YouTube, Medium and Substack which
offer infrastructure, distribution and discovery tools for all creators.

o Creators are creating value, & the platform takes a cut of revenue or ad inventory.

¢ User-Generated Content (UGC)

Most of the content platforms using users to produce contents massively cut down on cost
producing contents.

o Users see trending or related content due to algorithms promoting active use.

e Funnel Model

o Content is free to access, creating engagement; monetization comes from advertising,
subscriptions or creator upsells.

o Platforms want users to stay on the platform longer so there's more monetization
opportunities.

e Community and Ecosystem Enablement o Platforms foster a creator ecosystem with
productivity tools, insights, collaboration functionality, as well as monetization APIs.

o Community involvement boosts retention across the board for creators and viewers.

e Marketplace Dynamics

o Some platforms allow creators to charge for premium content, merchandise or services
(e.g., courses, consults).
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o Platforms take a cut of transactions or have commerce features.

3.6.2 Monetization Strategies: Ads, Subscriptions, Creator Economy

Content platforms generally derive revenue in three large buckets: advertising-based,
subscription-driven and creator-led commerce. The mix is based on platform goals and
creator audience.

Advertising (Ad-Supported Model):

¢ Ad Revenue Sharing o Platforms such as YouTube share ad revenue with creators (e.g.,
55% creator, 45% platform).

o The CPM (Cost per Mille) is different according to the geography, content category and
user behaviour.

* Targeted Ads

o Ads fit specific users by using user demographic data; therefore, click through rates
increase which result in higher revenues. o Mid-roll, pre-roll, and banner ads abound on
video and blog platforms.

Subscriptions:

e Platform Subscriptions o Platforms such as Medium and Substack make premium
privileges accessible for exclusive content.

o There is limited compensation for creators on engagement or a set percentage of
subscription revenues.
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® Creator-Owned Subscriptions

o Creators are also now directly charging audiences themselves for exclusive content, early
access, or behind the scenes material through platforms like Patreon or Substack.

o Income is consistent, and sometimes more endearing than ad-based income.

Creator Economy and Productization:

¢ Brand Collaborations

o Influencers collaborate with brands for branded content, product placement, or other
campaign.

o Rates are dependent upon reach, engagement and niche.

¢ Merchandise & Product Lines

o Well known creators create brands (cosmetics, clothes, supplements). o Revenue is direct-
to-creator and offers the ability to move away from an ad-dependency.

Indian vs Global Creators:

¢ Indian creators such as CarryMinati, Ashish Chanchlani, Prajakta Koli and Ankur Warikoo
have amassed millions of subscribers on YouTube and Instagram.

o Monetisation is increasing, however CPMs are generally lower than in the West.
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o They pad their resumes with classes, books, speaking or D2C brands.

* Global Creators such as Mr Beast, Logan Paul and KSI make money off everything:
YouTube ads, merch, NFTs, game releases and brand ownership.

o Examples would be Mr Beast’s Feastables brand and Logan Paul’s PRIME drinks o These
are ultrahigh-revenue businesses.

o The size and investment in the West supports higher monetization ceilings.

3.6.3 Case Examples (YouTube, Medium, Substack) YouTube:

* Business Model: Ad revenue + channel memberships + YouTube Premium + Super Chats.

¢ Content Type — Video based — Education, entertainment, tutorials, reviews etc.

® Earnings: Creators earn through ad views, channel subscriptions and brand sponsorship.

e Strengths: Global reach, creator fund, algorithm-based discovery.

* Tools: YouTube Studio, Creator Music, live streaming tools.

Medium:

 Business Model: Subscription-driven. Readers pay monthly/yearly; writers get paid
according to engagement.

¢ Content Type: Long-form writing, essays, opinion pieces, tech analysis.
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* Monetization: Writers are paid a portion of subscription revenue, depending on reading
time and engagement.

e Audience: Writers, companies and regular people the tech world.

e Strengths: Clear reading interface, simple publishing, curated collections.

Substack:

* Business Model: The company is in the business of publishing newsletters and selling
subscriptions.

* Type of content: Long-form direct-to-inbox newsletters on politics, culture, business and
niche topics.

e Monetization: Subscribers can pay writers a monthly/annual fee of their choosing, while
Substack takes ~10% cut.

¢ Unique Feature: Creators have total control over mailing list, pricing and format.

e Strengths: No ads, direct creator-audience relationship, migration tools from other
platforms.

3.6.4 Brand Launches by Content Creators — Is That the Future of Content Creation?

And as these creators build clout, many are moving from influencers to entrepreneurs.
Creators are moving beyond promotion of others’ products to creating their own brands
and connecting directly with their loyal audience for revenue.

Key Points:
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 Direct-to-Consumer (D2C) BrandsCreators release products that fit their personal brand,
cosmetics, clothing, vitamins or digital tools.

o Example: Mr Beast's Feastables snacks A Bhuvan Bam, one of India’s first wave YouTube
stars, took his popularity to the bank as he launched merchandise under the BB Ki Vines
banner which sells apparel and collectibles that embody his comic persona.

o Prajakta Koli (MostlySane) launched ‘Merch Garage’, a clothing apparel and accessories
brand that embodies her rambunctious and relatable character. o Mumbiker Nikhil
Recently Launched his clothing brand Label MN which is inspired by streetwear and casual
aesthetic that incorporates the essence of his lifestyle as a Travel & Moto-vlogger.

o Sejal Kumar, a fashion and lifestyle content creator, launched a line with MerchGarage.

o Madhura Bachal, a food video creator, converted her YouTube channel MadhurasRecipe
into a food products brand selling spice mixes and cookbooks all over India.

* Raj Shamani, entrepreneur, and creator of Blanko a lifestyle brand combining storytelling,
design, and community participation which he co-founded.

o Actor and influencer Parul Gulati recently forayed into the hair space with Nish Hair, a D2C
brand for hair extensions that is set to disrupt the beauty category.

e Built-in Audience and Distribution

o Creators have millions of existing audiences on platforms today, providing free, targeted
reach.

o Lowers marketing investment and accelerates product validation periods.
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e Authenticity and Brand Fit

o Consumers often believe in creator-led brands more than traditional celebrity-endorsed
ones. o Products feel genuine because they correspond with the content creator’s niche or
ideals.

e Monetization Diversification

o Launching new brands with less reliance on algorithmic ad model or high volatility brand
deals.

o Long-term financial upside == owning equity in a successful product.

e Challenges

o Brand operations (supply chain, compliance, logistics) are complicated and require
business knowledge. o Brand discrepancy or failure of products can affect a reputation and
trust.

This model represents a new standard where creators are no longer only marketers but also
business builders, reimagining the way content entrepreneurship is done.

Activity: Creator Business Blueprint”

Choose a content creator (real or hypothetical) and design a basic monetization strategy for
them. Define their content niche (e.g., tech, fashion, motivation) and outline how they can
use a mix of advertising, subscriptions, and product sales to build a sustainable income
stream. Include which platform(s) they should use (YouTube, Substack, Instagram), their
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audience type, and one potential brand/product they could launch. Present your strategy in
a 1-slide summary or a short 2-minute pitch.

3.7 Technology as an Enabler

3.7.1 Role of Cloud Computing, Mobile, and Al in Digital Business Models

Digital business models are based on technology, which provides the opportunity for scale,
personalization, service in real time and automation. The cloud, mobile and Al are all critical
in improving customer experience and operational efficiency.

Cloud Computing:

e Infrastructure Flexibility

o Grow business without investing in physical servers.

o Provides inexpensive worldwide scalability oPrice:o Eliminates the need for large up-front
investment globally; o Achieves low cost of ownership through pay-as-you-go pricing.

¢ Reduced Time-to-Market

o Cloud infrastructure (e.g. AWS, Azure, Google Cloud) accelerate digital product
development.

o Best for agile development and incremental deployment.

e Efficient Costing o Pay-as-you-go Based models lead to cost optimization, especially for
start-ups as well as SMEs.

Z"—.I turnltln Page 44 of 61 - Integrity Submission Submission ID  trn:oid:::3618:127435641



Z'l_.l turnitin Page 45 of 61 - Integrity Submission Submission ID _ trn:oid::3618:127435641

o Reduces capital expenditure.

Mobile Technology:

¢ Always-On Offline Access o Smart phones facilitate \around-the-cl ck" interaction of
individuals with platforms.

o Companies may sendNotifications, personalize Content, and have access to real-time
data.

¢ Location-Based Services

o Personalised offers, local targeting and dynamic pricing possible based on GPS and
sensors.

o Its application is applied to ride-hailing, food delivery, retail and so on.

* App Ecosystem Bl In-app payments, wallets and frictionless sign-ups supporting commerce
and engagement.

o User interface/User experience design is a key driver of retention and usage time.

Artificial Intelligence (Al):

Personalization o Al drives recommendations, search results in optimization and products
suggested.

o Enhances customer experience and retention.
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e Automation and Efficiency

o Al Chatbots, voice assistants and automation workflows minimize human intervention.

o Improves scalability and cost control.

¢ Predictive Analytics

o Al predicts customer behaviour, inventory, and churn risk.

o Enables proactive decision-making.

3.7.2 Data as Asset Data as an asset or the notion of data as a strategic asset is one way
through which the relationship between data and organizational value can be articulated
(Westerman et al., 2011).

In business models built around the digitization of everything, data is not just operational —
it’s strategic. Data is what allows businesses to learn about their customers, streamline
processes, personalize services and even get the upper hand from a competitive standpoint.
The capability to capture, analyze and act on data is the cornerstone of digital innovation
and profitability.

Key Points:

e Customer Insight Generation o Browsing behavior, purchase history and engagement
behavior data supports the creation of rich customer personas.

o Allows for customizing the marketing message and product design.

e Real-Time Decision Making
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o Platforms maintain dashboards and analytics tools to track metrics that matter most, in
real time. o Price changes and inventory adjustments, or campaign updates can be
implemented.

e Segmentation and Targeting

o Data allows for fine segmentation by demographics, behavior and preferences. o
Enhances ROl of campaigns by targeting the right audience with the right message.

Data-Driven Innovation o A/B testing & feedback loops drive development of features,
Ul/UX modals, launches.

o Minimize guessing and maximize customer satisfaction.

e Competitive Differentiation

o Proprietary data (customer reviews, usage behavior, click patterns) serves as a valuable
moat.

o Difficult to copy and an important asset in valuation and negotiations with investors.

* Privacy and Compliance

o Data protection regulations (GDPR, India DPDP Bill, etc) must be adhered to by
organisations.

o The need for transparency, consent, and secure practices has never been more
important—essential if trust is to be nurtured.
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3.7 3 Network Externalities and Vendor Lock-In

- e Network effects are a concept in which the more people who use a product or service, the

more valuable it is.

Network effects are the rocket fuel of growth, market leadership and user retention in a
digital business model.

Together with devices that raise the cost of switching for consumers, they induce lock-in.

Network Effects:

¢ Direct Network Effects

o every time a user joins the value increases for all others.

o Example: WhatsApp, where more users increases utility for all.

¢ |[ndirect Network Effects

o More participation on one side (e.g., sellers who sell at Amazon) enhances value of the
other side (e.g., buyers), and vice versa.

o Common in marketplaces and platforms.

e Virality and Growth Loops

o Users refer others to participate; which lowers user acquisition cost. o And you know
what the fuel is for this loop? -"Referral programs and user-generated data.
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Winner-Takes-All Dynamics o Because of network effects, very often it is the first successful
platform that ends up taking over a category (e.g., Facebook, Google, Uber).

Customer Lock-In:

¢ High Switching Costs

o0 “The more these companies suck people in, the less likely they are to leave if they’ve
already invested time and data and money.”

o Examples include: playlists on Spotify, design files on Canva, email lists on Substack.

e Ecosystem Dependency

o Service platforms provide packages that lock the user into an integrated collection of
tools.

o Highly integrated--for example apple ecosystem-devices, iCloud, App Store and services.

e User Data Ownership

o Platforms which dominate user data enabling lock-in.

o There is still a data portability problem between services.

e Loyalty Programs and Gamification
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o Points, badges, unique content or subscriptions add a sense of emotional connect with
the customers.

o Examples: Amazon Prime, LinkedIn Premium.

3.8 Entrepreneurial Lessons

3.8 Selecting the Ideal Digital Model for a Startup

Choosing the right digital business model is a crucial choice at the early stage and has an
impact on growth, scale and viability. Before any model is locked and loaded, startups have
to figure out if there really is a market for their product, how much users like using it, how
they’re going to compete with others offering the same thing and finally what makes them
money.

Key Considerations:

* Market Fit and Industry Norms

o Get an understanding of the common normals in your domain. Edtech could work well
with subscriptions; content platforms might lean toward freemium.

o Learn how like-minded startups acquire and keep customers.

¢ Desired Customer Behavior o Freemium makes sense when people expect to try before
buying.

o Subscriptions works for products that are used frequently and regularly (for example,
wellness apps or content streaming).
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e Revenue Goals and Burn Rate o Ads are slow to monetize and require massive user bases.

o Subscriptions mean in a predictable income but need high value delivery.

o Make the selection for your short and long term cash flow needs.

e User Onboarding StrategyFreemium opens wide the door to new customers but can also
bleed you dry if not executed properly. o Subscription or pay-per-use could limit early
serious users, with lower churn.

® Resource Capabilities

o Reflection on your team ’ s capacity to manage tech, scale infrastructure, deal with
analytics or grow creator ecosystems.

o Some models require deeper tech stacks (e.g., marketplaces), others content or
community strength.

3.8.2 Hybrid schemes (Freemium + Subscription + Ads)

hybrid revenue models rely on multiple monetization techniques in order to optimize
revenue streams and target various user groups. Indian startups have been using models
like this to keep growth, engagement and profitability in check. Platforms maximise for scale
and sustainability by combing freemium access, ad-based monetisation and premium
subscriptions.

¢ Diversification of Revenue

Platforms create freemium subscription schemes and sell ads or subscriptions in order to
monetize both paying and nonpaying users. Freemium draws a lot of users in, ads monetize
attention, and subscriptions create stable (and recurring) income.
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e User Segmentation Strategy

Various users have varying degrees of WTP and engagement. Hybrids help platforms to
target all and sundry, without the need for exclusivity.

* For instance, Lenskart employs a mixed strategy: free home eye checkups and trials
(freemium), D2C online sales via app and website, subscription plans for periodic lens
replacement. More importantly, it also runs many offline retail stores, so has quite a
powerful Bricks-and-Clicks business model. Consumers are able to shop online, buy offline
and shop offline, buy online — connecting the digital and physical retail world.

e Examples from India

e Lenskart: Online marketplace + offline retail (bricks-and-clicks) + free home trials
(freemium) + D2C eyewear sales )+ subscription for lens replacements.

e JioSaavn: Free music streaming with ads + premium, ad-free plans.

e DailyHunt: Free regional content (with ads) + in-app premium subscriptions for exclusive
journalism.

e Unacademy: Free recorded video lessons (freemium) + live classes and test series on paid
subscription only + brand advertising.

e Cross-Monetization Opportunities

Hybrids enable platforms to continually upsell and update users. Lastly the free user can be
converted, especially over time as their needs grow. Platforms also bring in advanced
features, products, exclusives or early access as part of their monetization funnel.
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¢ Platform Strategy

ecosystem-led platforms such as Amazon, Lenskart gains the strategic game by stacking
multiple monetization layers: D2C commerce, subscriptions and marketplace dynamics. This
model is particularly robust and provides revenue predictability even in the face of external
disruptions or changes in user behavior.

3.8.3 Digital Scaling of Models Foisted by Gigantism

"Though International Finance Digital models can be more scalable, entrepreneurs struggle
with scaling in between other concerns such as growth execution, retaining users and
keeping the business operations efficient. Scaling is not only about scaling users, but also
scaling the experience and performance and the business.

Key Challenges:

e User Retention and Churn

o High acquisition doesn’t guarantee retention. o Users demand fast speed, customization,
and constant value provision.

o Churn singles out margins in subscriptionizzled models in particular.

¢ Infrastructure and Tech Bottlenecks

o Growth too fast can outstrip backend capabilities—resulting in crashes, sluggish
performance or bugs.

o Requires scaling up of cloud, security and analytics systems.
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e Content and Product Fatigue

o Refresh content / features often to prevent engagement drop-offs.

o Esp for content & streaming& social apps.

e Customer Support and Community Management o As number of users increase, problem-
solving queries, reviews, disputes and moderation continues to grow in complexity.

o Slow or poor service here will damage brand trust.

* Monetization vs User Experience Trade-off

o Ads and aggressive upselling will turn off users.

o Striking balance is essential.

¢ Platform Abuse and Fraud

o The larger the userbase, the more it attracts fake reviews and bot/fraud/policy violations.

o Needs moderation and reporting that can scale.

e Data privacy and compliance o With size comes regulatory attention.

o We need to manage GDPR, India’s DPDP Bill and sectoral regulations well

3.9 Summary
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< Digital Businesses: Business models play out their respective business logic by harnessing
the potentials of digital technology to build scalable customer platforms with multi-faceted
monetization strategies.

+» SaaS/content/entertainment sectors are overwhelmingly freemium/subsciption-based,
delivering tiered value via access.

+» Online marketplaces match buyers and sellers with low-inventory, high-commission
business models characterized by powerful network effects.

¢ Social commerce is the direct embedding of purchasing within social platforms through
peer influence, creator endorsements and community engagement.

+» Content-led platform allows content creators to sell advertising, subscriptions and D2C
product sales leading to the creator economy.

+» Cloud computing, mobile, Al and other technologies allow real-time personalization,
automation and predictive analytics across digital embodiments.

+ Data is a strategic asset powering customer insight, innovation and differentiation in an
increasingly competitive market.

¢ Once at scale, platforms are “sustainable and defensible” due to network effects and
customer lock-in.

+» Startups should smartly select and tailor digital business models on the basis of user
behaviour, resource endowments, revenues.

% Mixed freemium-subscription-advertising models are gaining traction, especially in the
Indian digital space.

Z"—.I turnltln Page 55 of 61 - Integrity Submission Submission ID  trn:oid:::3618:127435641



z'l_.l turnitin Page 56 of 61 - Integrity Submission Submission ID _ trn:oid::3618:127435641

»©

»O

Z"—.I turnltln Page 56 of 61 - Integrity Submission Submission ID  trn:oid:::3618:127435641

3.10 Key Terms

Freemium Model — A business model which provides its customers a basic version of a
product or service for free and charges them for premium features.

Subscription Model —This business model consists of users paying periodic (usually monthly
or annual) fees to access a product/service on an ongoing basis.

Online Marketplace — A website that brings together multiple buyers and sellers, but
without hosting the inventory being sold.

Social Commerce — The feature to purchase a product within the social environments, such
as the social media platforms (where the products are available) itself.

Creator Economy — A system in which self-owned creators monetize content, audience,
influence etc. trough (or) in digital platforms.

Cloud Computing — The practice of using a network of remote servers hosted on the
Internet to store, manage and process data, opposed to local server and personal computer
infrastructure for enabling significant scalability of network based digital services.

Al (Artificial Intelligence) A field of computer science in which machines are made to behave
like humans, including algorithms etc. that performing sensory and judgment functions such
as those a human does to interpret the environment into understandable information.

Network effects — The phenomenon where a product or service increases in utility with
increasing users, leading to the exponential growth.

Customer Lock-in — Tactics and technologies that raise exit or switching costs, preventing
users from abandoning a platform or service.
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Hybrid Business Model — A digital business model that combines various revenue
techniques (freemium, subscriptions, advertising) to diversify income.

3.11 Descriptive Questions

Describe the main features of digital-age business models compared to non-digital-age
ones.

Explain the idea and characteristics of freemium. What are the pros and cons of it?

What are the strategies that subscription platforms use to achieve revenue predictability
and improve customer stickiness?

Contrast two-sided and multi-sided online marketplaces. Provide relevant examples.

Assess the significance of influencers and digital communities when it comes to social
commerce.

How does YouTube and Substack allow creators to profit in the digital economy?

What role does cloud computing, mobile and Al play in digital business innovation?

How data can be “another source of strategic asset besides money” in a digital business
model?

Describe the meaning of network effects and how it promote customer lock-in.

Discuss the difficulties of the startups in scaling digital business models and recommend
how to overcome these challenges.
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3.13 The Work-based Activity: Digital Business at Scale

"Create digital startup - how to choose and test business model!

Objective:

Allowing them apply fundamental digital business models (freemium, subscription, social
commerce, marketplaces and content-driven platforms), through designing a digital
product/service and elaborating a monetization strategy for growth.

Scenario:

You're on a scrappy startup team that has found a digital product to build — say, a language-
learning app or fitness platform or niche content newsletter or peer-to-peer rental service.
Your objective is to create the business model, choose monetization methods and plan how
you are going to grow using those tools learned in this unit.
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Instructions:

Step 1: Pick a Product Category

Choose one of the following (or come up with your own):

Learning app (language, coding, finance)

¢ Niche e-commerce (sustainable fashion, regional crafts etc)

Content platform (e.g., productivity blog, video tutorials)

* Tool (e.g., video editor, design template marketplace) that creators use to produce their
content

e Community platform (e.g., mental health, parenting)

2: Selection and Rationale for Model Choice

According to your product, select most appropriate digital model (or hybrid mode):

e Freemium

e Subscription-based

e Ads + Creator Economy
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* Online Marketplace

¢ Social Commerce

* Mixed (e.g., Freemium + Subscription + Ads)

Explain:

e Why is this the right model for your product and customers

* In what areas you think scaling this model will be hard

e How you will convert free users to paying customers (if applicable)

Step 3: Technology Enablers

Describe the stack and technology used in building your product:

¢ Cloud services

¢ Mobile-first access

e Al or ML features

* Personalization engines

e Social integration
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Step 4: Overview of your growth strategy and monetization plan:

e Definition of first user acquisition : organic, influencer, partnerships...

» Retention plan (loyalty, content, UX)

* Monetization roadmap (from MVP to scale)

e Using data to improve

Step 5: Sharing (For Activity in class — Optional)

Prepare a brief 3-slide presentation, or 3-minute spoken pitch communicating your idea,
preferred model and how you intend to scale it in a sustainable manner.

Expected Outcomes:

¢ Knowledge of how to chose and deploy a digital business model for an actual idea in the
marketplace.

e Strategic insight into monetization, technology and customer retention.

* Knowledge of scale challenges in digital business and platform design.

* The ability to blend other models (freemium + content or freemium + subscription) when
appropriate.
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Unit 4: The Sharing Economy

Learning Objectives
1. Define and explain the concept of the sharing economy and trace its evolution.

2. Analyze the key drivers contributing to the rise of asset-light and peer-to-peer
business models.

3. Evaluate the strategic implications of asset-light approaches through real-world
case examples.

4. Examine trust and reputation mechanisms in peer-to-peer and on-demand
platforms.
5. Understand the workings of dropshipping and its role in e-commerce

entrepreneurship.

6. Explore the role of collaborative platforms in reshaping work, space, and
service delivery models.

7. Assess the environmental, regulatory, and structural implications of access-
based consumption.

8. Identify entrepreneurial opportunities and challenges in launching or scaling a
sharing economy venture.

Content

4.0 Introductory Caselet

4.1 Introduction to the Sharing Economy
4.2 Asset-Light Business Models

4.3 Peer-to-Peer (P2P) Models

4.4  On-Demand Services

4.5 Dropshipping Models

4.6 Collaborative Platforms

4.7 Implications of the Sharing Economy
4.8 Entrepreneurial Lessons

4.9 Summary

410 Key Terms
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4,11 Descriptive Questions
4.12 References

4,13 Case Study

4.0 Introductory Caselet

"From Ownership to Access - The Sharing Mindset Revolution!"

Ownership is old school. When you bought cars, homes and built inventories to sell in physical
stores for decades, that was it letting you own things as means of financial participation. But
the last 15 years have brought a dramatic change to automobile markets, as consumers have
increasingly embraced access over ownership. "Actually, what led to that was the emergence
of the sharing economy at the turn of the millennium, which is this concept that technology
can allow us to exchange resources — assets and skills especially — more efficiently.

Think about all the ways that Ola and Uber changed our ideas about ownership of cars, by
making privately owned vehicles an earning asset. Airbnb did similarly with spare rooms and
empty homes. For people, websites like OLX, Meesho and Upwork can be resources for
earning money from stuff that they don’t use anymore or the freelance work that they do
without keeping up inventory. At the heart of all these innovations is a shared architecture:
digital platforms, peer-to-peer participation and asset-light operations.

Access is faster, cheaper, and frictionless in today’s era of smartphones, digital payments and
cloud computing. With the rise of consumer preferences for convenience, flexibility and
reductionism, the sharing economy is growing in sectors ranging from transport and housing
to workspaces, education and fashion.

This course will examine the models, mechanisms, and dynamics of this transformation and
how to make it more achievable for you to build or analyze a business in this dynamic space.
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Critical Thinking Question

The sharing economy problematizes traditional concepts of value, ownership and
competition. The sharing economy: democratizing access to resources, sustainability--but
what about worker rights, the law and profitability? When you think about platforms like
Uber, Airbnb and Meesho: do you believe that the sharing economy actually empowers
people, oris it just transferring the risks and responsibilities that used to be held by companies
to independent workers and service providers? When replying, bear in mind issues like job
security, volatile earnings and control over your data in an uncertain regulatory environment.
Is a sharing economy possible that is both inclusive and fair, or will investing require more
plundering of stakeholders over the long-term?

4.1 Introduction to the Sharing Economy

4.1.1 Concept and Definition of the Sharing Economy

The “sharing economy” — it is about a social system, driven economically by the sharing of
unused services, and frequently made possible through communication technologies. And
it’s all about accessibility over possession, and also enables collective sharing by bringing
suppliers (be they people or businesses) together with customers.

Key Points:

® Access-Based Consumption

o Goods/services are delivered face-to-face to the consumer without requiring ownership—
such as renting a car through Uber or housing via Airbnb.

o Saves on CapEx, is convenient.

e Platform Mediation o Purchases are enacted via digital marketplaces which offer discovery,
booking, payment and in many cases also trust facilitation.

o Reputation and review systems, user verifications.
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» Decentralized Participation

o Providers could range from anyone who has something to {services} provide (car, room,
skill).

o Social, economic & technological demise: Transition from centralized companies to
distributed micro-entrepreneurs.

e Asset-Light Operation

o The companies enabling sharing don’t even have to own the assets in question (i.e., Uber
doesn’t own any cars).

o This translates to quick scale up and lower operating expenses.

e Peer-to-Peer and B2C Models

o Sharing can happen peer to peer (P2P) or business to consumer (B2C).

o There are also hybrid models where platforms serve as both mediators and providers.

e Trust and Transparency

The sharing economy depends a lot on reviews, ratings and platform-led policies to develop
user trust.

o Human bodies (user data, digital identities and community guidelines) are a fundamental
part of the system.
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4.1.2 Evolution and Growth of Sharing Providers

The sharing economy has transformed from a series of casual, community-based exchanges
to a bustling, multi-billion dollar industry. Advancement of technology and evolution in the
life style has a major contribution to it’s acceptance.

Key Points:

* Emerging Models o Also known as collaborative consumption; directly related to the sharing
economy [1].Traditional examples: bartering, borrowing[2], public libraries--shared
consumption with no commercial purpose.

o In the early years of the millennium, similar ideas were given a digital makeover through
websites such as couchsurfing and carpooling.

* Web 2.0 and Mobile Apps o Smartphones and app ecosystems allowed platform businesses
such as Uber, Airbnb, BlaBlaCar to grow fast.

0 On-the-go access permitted instant communication, tracking of location and payments.

® Post-2008 Financial Crisis Overture o The sense of economic instability prompted people to
commodify idle assets — spare rooms, cars, tools — creating the possibility of peer-to-peer
commercial sharing.

o There has also been a shift in mind-set for consumers; move towards being more cost savvy
and purchasing preference moved from ownership to access.

¢ Platformization of Services

o Transport, hospitality, logistics and freelance work were platformized.
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o Traditional intermediaries are replaced by platforms and incumbent business models are
disrupted.

* Global Expansion and Local Adaptation

o Online platforms of the sharing and freelance economy adapted services to local regulation,
culture, and market requirements.

Examples: Ola in India, Didi in China and Grab in Southeast Asia.

Interweaving with Other Trends o The sharing economy has now woven itself into trends such
as sustainability, gig work, minimalism, and digital nomad lifestyles.

o Itis also being combined with blockchain and Al tech in new use cases.

Evolution of Sharing Models

1

Early Forms

Initial stages of
sharing practices

6 2
Integration with Web 2.0 and
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S
3]
lobal = ; A
& 3 Financial Crisis
Expansion and Tinact
Adaptation P
. Economic shifts
Sharing models influence sharing
spread globally
a
Platformization of hy
Services g

Services become
platform-based

Page 9 of 55 - Integrity Submission

7 turnitin

Submission ID

trn:oid:::3618:127442719



z'l_.l turnitin Page 10 of 55 - Integrity Submission Submission ID _ trn:oid::3618:127442719

4.1.3 Drivers behind the Sharing Economy

There are several interlocking drivers behind the rise of the sharing economy that extend
from technology, to consumer behavior, to economic logic. Supply-side entry and demand-
side adoption of sharing-based services are explained by these drivers.

Digital Platforms

e Accessibility and Scalability

o Platforms that facilitate efficient, secure and easy access to services through apps and
websites.

APIs, cloud computing, mobile payments and GPS have enabled the sharing in real-time.

Data and Algorithms o User generated data are used for personalization, dynamic pricing.erts
to the Duopoly —June 2017 The effectiveness of current policy remedies re.gaynor on 6/8/17
(noting.)th).38 In contrast with a pay-fordata algorithm usepricing, fraud prevention.

o Similar supply and demand are efficiently matched by algorithms.

¢ Trust Mechanisms

o Reputation mechanisms (ratings, reviews, verified profiles) foster digital trust among
strangers.

o Payments and refunds are escrowed, reducing risk.

* Low Barriers of Entry o Virtually anyone with a mobile phone, and an asset (e.g. car, camera
or house), can qualify to be a microentrepreneur.
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o Platforms do the back-end logistics lifting, making things more friction-free.

Changing Consumer Preferences

* From Ownership to Access

o Youth have a different mindset — it is not about long-term asset ownership but rather
access, flexibility and convenience.

o Minimalism, urban living and remote work are accelerating this change.

e Experience Over Possession

o There is a consumer shift towards experiences (travel, services) rather than products.

o The shared economy allows low cost, tailored and on-demand experiences.

e Social and ethical aspects o Sharing is considered by numerous users as a more sustainable
and community approach.

o Environmental and anti-waste motives have an impact on platform preferences.

Resource Optimization

e Underutilized Assets Monetized

o Now you can make money from homes, car or machinery that would have been idle.
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Asset owners can maximize their ROl without having to create full-time business operations.

o Sharing = less upfront investment for users.

o Asset-light businesses do not take capital intensive routes.

¢ Urban Crowding and Spatial Limitations

o Service rental, sharing and pooling also reduce pressures on infrastructure in crowded
cities.

o Shared transport, shared workspaces and storage sharing platforms are prevalent in these
regions.

* Environmental Impact Reduction - Smaller amount of owned goods lessens production,
lowers emissions, and levels resource allocation better.

o The sharing logic is more and more integrated into the loops of the circular economy.

4.2 Asset-Light Business Models

4.2.1 Concept of Asset-Light Strategy

An asset-light business strategy involves companies leveraging resources they don’t own,
thus reducing capital expenditure and fixed operating costs. “Instead of owning assets,
companies rely on digital platforms and partnerships to deliver goods and services to
customers. This same model is found in the sharing economy and technology-based startups.

Key Points:

¢ Minimal Fixed Assets
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o No heavy investments the infrastructure, equipment's or property from the companies.

o Prioritizing on software, branding and customer experience over holding a piece of physical
products.

e Scalability Through Flexibility

o Asset-light companies grow quickly in new geographies without having to build a physical
presence.

o Lower barriers to enter into the market with greater speed.

* Partner Dependency

Delivery in operations is commonly based upon third-party deliverer or solo operation.

o Example: Drivers in ride hailing services, hosts on rental platforms.

e Digital Infrastructure as Fundamental Asset

o Capital would be used for the following: App development, cloud systems, Al algorithms
and user interface design.

o Platform performance is the new competitive advantage.

® Income-Through Commission Vs Subscription Models
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o0 Asset-light businesses commonly derive a cut from transactions or charge
listing/subscription fees.

o They help with the exchange process between supply and demand.
e Risk Mitigation

o Asset-light models eliminate depreciation, maintenance cost and asset liability risk. o Assist
in keeping lean during market turbulence or downsizing.

Did You Know?

“The “asset-light” had its origins in the manufacturing sector, were companies got
increasingly to outsourced production to concentrate on R&D and marketing. Yet nowhere has
it evolved more aggressively than in digital platform businesses, where companies like Airbnb
(worth billions) actually own no property, and Uber- despite being one of the world’s largest
mobility companies—owns none of its cars or trucks. This reversal of the traditional “asset-
heavy = value” logic has got to be one of the most radical changes in business strategy this
century.”

4.2.2 Advantages and Risks of Asset-Light Models

Although asset-light models present the advantages of speed, scale and capital efficiency,
challenges arise in relation to control, brand consistency and legal liability. Entrepreneurs
need to balance the competing values of flexibility and depth.

Advantages:
* Low Capital Requirements

Startups can get off the ground and run without spending billions on infrastructure.
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o Marketing, Tech and Customer acquisition are on top of the use of capital.

¢ Rapid Market Expansion

o Companies can expand into multiple city or country with minimal physical presence.

» op operational input comes from local partners or users (e.g., delivery agents, vehicle
owners).

» Operational Flexibility o Ability to more easily pivot or re propose resources do to low fixed
commitments. o Good for exploring business models, and/or trying out new markets.

e High ROI Potential o Less overhead costs equals higher return on investment if user
engagement can scale.

o Value of business is network scale and data, not assets.

Risks:

9 Limited Authority in Service Provision

o 3rd party dependency could mean inconsistent customer experience.

o Maintaining quality can be hard because of lack of control.

* Regulatory Risk 0 Governments can introduce regulatory mandates on worker's rights, taxes,

or zoning.
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o Uber and Airbnb have been stymied in court in many countries.

* Brand Reputation Risk

o Service is delivered by partners (hosts or drivers) so any misbehaviour reflects on the brand.

Platforms for services must invest in quality control, reviews and user safety.

* Revenue Stability o Earnings are dependent on the participation of partners and frequency
of platform use.

Lower barriers to entry could lead to more competition and lower margins.

Relying on Technology Infrastructure o If the platform goes down or data is lost, buisness can
not continue as usual.

o Constant tech updates and cybersecurity are a must.

4.2.3 Case lllustrations (Airbnb, Ola, Uber)

All three of these companies demonstrate how asset-light models can disrupt industries and
achieve exponential growth through platform logic.

Airbnb:

e Business/Services: Asset-light hospitality platform connecting property owners and
travelers.

e Assets Owned: Virtually none. Airbnb does not own rooms, buildings or hotels.
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* Revenue: Charges a commission on bookings for both hosts and guests.

e Strengths:

o Global reach with minimal infrastructure. o Community driven reputation and review
mechanism for products.

o Very scalable and some degree of season /city adaptation.

¢ Challenges:

o The regulatory environment in cities with housing needs. o Safety and trust worries with
lesser known listings.

Ola:

* Business Model: Indian ride-hailing service that connects drivers with passengers through
an app.

e Owned Assets: The vast majority of vehicles are driver-partner owned.

e Revenue: Collects commission on every ride; subscription and corporate plans available.

e Strengths:

Rapid market entry with driver networks.

o Balancing pricing and routing autonomy driven by technology.
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¢ Challenges:

o Threat of Uber and local parties.

o Driver protests and regulatory attention in various Indian states.

Uber:

e Business model: Global ride-hailing and logistics platform.

» Assets Owned: No ownership in cars; independent drivers and fleet partners.

e Revenue: Ride commissions, surge prices and premium services.

e Strengths:

o Presence in Markets across 60+ countries.

o Provides other services such as Uber Eats and Uber Freight.

e Challenges:

o Legal battles over employee classification.

o Saturated markets and low margin realities in established cities.
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4.3 Peer-to-Peer (P2P) Models

4.3.1 Features of Peer-to-Peer Exchange

Peer-to-peer (P2P) business operates without intermediaries and connects participants
directly friends and acquaintances between individuals. Such models are often facilitated by
a platform connecting users who wish to provide a product or service with those in need of it.

Key Features:

e Decentralized Transactions

o Exchange of value is peer to peer that is users to users not involving the company which
owns inventory or provides service itself.

Platforms are enablers, not suppliers.

Asset Utilization o Users will monetize their underutilized assets like cars, homes, tools and
money by providing them to peers.

o Lowers entry barriers for providers.

e Platform as marketplace o The platform offers listings, filters, communication and payment
features or dispute resolution.

o Examples include OLX (goods), Couchsurfing (accommodation), or LendingClub (loans).

e Scalability Without Inventory o Because users provide the supply, platforms can scale rapidly
without having to own products or outsource service providers.

o Success hinges on acquiring and retaining users.
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o P2P frameworks facilitate users’ bargaining, price setting and customization of experiences.

o Products are not as easily standardized as corporate services; companies may offer high- or

low-quality products, so there are more quality dimensions to assess.

e Economic o Participation Enables micro-entrepreneurship such that everyone can be a

seller or provider. o Increases availability of income opportunities.

Key Features of P2P Models

Economic
Participation

Transactions

Flexibility and % S o
Customization § % E g Asset Utilization

2

Platform as
Marketplace

Scalability
Without Inventory

4.3.2 Trust and Reputation Mechanisms

Decentralized

P2P Trustis the foundation of P2P platforms where users work with strangers in decentralized

transactions.

Digital platforms will thus need to put in place solid systems that are safe, reliable and

accountable.

Trust and Reputation Mechanisms:

e User Reviews and Ratings
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o Following each transaction, users can rate one another with new insights on experience,
communication, and timeliness to help others? And are you building trust throughout the
process.

o Top-rated users are profiled and biased.

e Verified Profiles o Verification of email and phone number, ID cards and check on social
media are some standard practices used by platforms to ensure user’s identity.

o Some apps also request for profile photos and bios to establish some level of familiarity.

* Moderation and Flagging

o People can report fraud or things that are not the right conduct, and it is moderated by
moderators who appear online.

o Repeat offenders will be blocked, and ad/items might be deleted.

® Transaction Histories

o Public profiles of all a persons past transactions and feedback are shown on most platforms.

Establishes social proof and educates new users.

Escrow and Secure Payments o Services such as OLX or LendingClub can hold payments in
escrow until both parties meet the terms of their agreement.

o Reduces white collar crime and creates Fairplay.
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e Community Guidelines and Penalties

o Vibrant code of conducts and usage policies to ensure the health of ecosystem.

o Offenders will have their accounts suspended or even be banned.

¢ Al and Fraud Detection Tools

o Cutting-edge platforms apply machine learning to identify potentially harmful trends, fake
reviews and robot behaviour.

o Helps prevent abuse at scale.

4.3.3 Case Examples (OLX, LendingClub, Couchsurfing, Zepto) 21.

APAC user acquisition platforms Source: APAC Switchword Despite the scrapping of hundreds
from my list, | still found obvious regional trends to draw from.IBUTES AND PITFALLS They all
depend on user engagement, platform-sponsored trust mechanisms, and digital interfaces
that get out of the way. A further evolution of the on-demand model is quick commerce, which
uses hyperlocal logistics and real-time demand to have items — particularly groceries and
essentials — arrive in minutes.

OLX —P2P of used stuff

® Function: C2C market for direct transactions of second-hand goods from person to person.

* Model: users list items (televisions, furniture) and buyers contact them to haggle over sales.

* Revenue: Free basic listings; paid promotions for featured placement.
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* Features: Location-based filters, online chat options, user reviews and fraud alerts.

¢ Challenges: Risk of fraud, counterfeit merchandise and disputes over offline transactions.

LendingClub — P2P Lending Platform

* Function: Connects individual lenders with borrowers in search of personal loans.

* Model: Lenders put small amounts into loans; borrowers pay back with interest.

* Revenue: The platform charges origination and servicing fees for loans.

¢ Features: Credit checks, risk assessment, interest calculations, investor dashboards.

¢ Benefits: Better returns for lenders and lower interest rates for borrowers than at traditional
banks.

» Challenges: Defaults on loans, exposure to risk, compliance with regulations.

Couchsurfing — P2P Hospitality Platform

* Function: Puts travelers in contact with hosts who provide them a place to stay free of charge
in their homes.

* Model: No money changes hands; depends on goodwill and cultural exchange.

e Financials: Freemium with optional verification and premium features.
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e Key features: Host reviews, verified identities, city-based search.

e Value: Provides cheap travel and cross-cultural networking.

* Challenges: Issues of trust and safety, varying user experiences.

Zepto — On-Demand Quick Commerce

® Function: Brings groceries and everyday essentials to users within 10-20 minutes.

* Model: Inventory is held in dark stores situated in urban micro-markets. Orders are placed
via a mobile app and coursed through a hyperlocal logistics network.

* Revenue: Product margins, delivery fees (in some cases), and, if they want to slap their
name on it as a private label brand.

* What you get: Real-time inventory, live order tracking, delivery time assurances, cashless
payments.

e Value: Immediate ease, particularly for customers in cities with high service demands and
little time.

e Challenges: Expensive delivery, unit economics, driver retention and inventory pressures.

4.4 On-Demand Services

4.4.1 Concept of On-Demand Platforms

On-demand apps allow users to access goods or services immediately through a digital
interface, often a mobile app, in response to their real-time demand. These intermediaries
between customer and service provider offer speed, convenience and customisation.
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Key Features:

¢ Real-Time Fulfillment

o Users call up services on demand and platforms respond by immediately connecting supply.

Minimizes the wait time and reliance on manual pre-booking processes.

Mobile and Location-Based o Most of them are mobile app based with GPS integrated where
pinpointing exact service location will be possible with dynamic pricing as well.

o Customers can see nearby service providers and monitor their deliveries in real time.

e Convenience and Customization

o Users are empowered to book services, choose a service provider, rate the experience and
pay digitally —all from just one interface.

o Several services and price levels for all requirements.

¢ Independent Service Providers

o Platforms leverage gig workers, freelancers or small business partners to fulfill roles instead
of fulltime employees.

o This will streamline and punt it.

¢ Algorithmic Matching and Dynamic Pricing

Z'l—.l turnltln Page 25 of 55 - Integrity Submission Submission ID  trn:oid:::3618:127442719



Z'l_.l turnitin Page 26 of 55 - Integrity Submission Submission ID _ trn:oid::3618:127442719

o Computerised systems manage supply and demand to minimise the amount of time your
plant is sitting idle while also maximising plant efficiency. o Surge pricing changes fares in

response to increased traffic, weather or the hour of the day.

Did You Know?

“One of the first on-demand service models was pager-based taxi dispatching, before mobile
apps. But the true game changer was 2009’s Uber, which brought GPS, cloud computing and
mobile payments together for a frictionless ride-hailing experience. One thing most people
don’t realize about this system is that Uber’s frontend doesn’t just compute the nearest driver
— it computes the most likely driver to accept your ride, aiming to simultaneously minimize

III

both acceptance rate and wait time. This is one reason for the global scalability of this mode

4.4.2 Industry Usecases: Ride-Hailing, Food Delivery, Home Services

Disruption: Many industries such as transportation, hospitality or retail are challenged by the
model powering on-demand services. fetedotocom11 \u201cThe marketplace for instant (on
demand)\u201d Source It's a new way of doing business that moves from owning and
planning to on-demand access and flexibility. The obvious ones are mobility, food and home
services.

Ride-Hailing (e.g., Uber, Ola):

e How It Works: After ordering a ride through an app, the nearest available driver accepts
and completes the request.

* Earnings Model: Cut on fare, cancellation charges, subscription (or Ola Select).

* Benefits: Decreases reliance on car ownership; includes variety of vehicle types, trackingin
real time.
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» Challenges: Driver trustworthiness, clarity in pricing, regulation.

Food Delivery (e.g., Zomato, Swiggy):

* How it Works: Users can scroll through a listing of menus from partner restaurants, place an
order and track deliveries.

* Revenue Model: Commission per order, delivery fee; surge-pricing; advertising.

* Pros: Speedy service, lots of options, deals, real-time delivery tracking.

* Challenges: Shipping logistics, food quality in transit and partner-restaurant dependability.

Home Services (for instance Urban Company, Housejoy):

e How It Works: Users book cleaning, plumbing, grooming or repair services through an app.

* Revenue Model: Funds raised by Commission, service fees and subscription plans for the
regular members.

» Benefits: Convenience, vetted professionals, time-saving.

¢ Challenges: Consistency of skill, background checks, pricing disputes.

Common Enablers Across Sectors:

e Applications Ecosystems, Digital Wallet Interfacing, Rating Systems, and Geo-Mapping
technologies.
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* Gig Economy Workforce models, that scale without asset intense infrastructure.

4.4.3 Broader Scaling Challenges of On-demand Businesses

Turning On-Demand Sourcing Into Hypergrowth: Because Scaling On-Demand platforms is
More Than Just Getting*More, and It is a Mix of Supply + Tech + Ops. Here are some of the
top challenges entrepreneurs and platforms face.

Supply-Demand Imbalance:

e Scaling users while not scaling up the provider base means wait times and shoddy service.

* On the other hand, an oversupply of providers and not enough demand results in lower
earnings and higher churn.

Quality Assurance at Scale:

e |t grows more difficult to achieve quality of service, lateness and user satisfaction as
transactions increase.

e Investment in training, standardized protocols and customer support infrastructure is
necessary.

Worker Retention and Compliance:

* On-demand models are dependent on gig workers, who may have inconsistent earnings
and no job security.
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e Labor regulations, organizing within unions and worker distress can affect platform
reputation and legal position.

High Burn Rates and Unit Economics:

e Aggressive discounting and user acquisition will almost inevitably result in negative unit
economics.

e QOperations overhead is the enemy of scales of platform that get large but still struggle to
be profitable.

Technology and Infrastructure:

® Backend systems are also under more pressure as requests need to be processed in real-
time, route planning needs to be optimized and fraud detection must be performed.

e Infrastructure glitches or downtime can undermine brand trust rapidly.

Regulatory and Legal Hurdles:

e Governments might set licensing, insurance and worker classification rules.

e Companies that operate ride-hailing and food delivery apps are being sued in courts across
the world, over employment status and safety compliance.

4.5 Dropshipping Models

4.5.1 Concept and Process of Dropshipping

Dropshipping is a retail fulfillment system that does not require the seller to stock inventory.
Instead, when a customer orders something, it is ordered from a third-party supplier such as
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a wholesaler or manufacturer and sent to the customer. The seller is a marketing and
customer service interface and the supplier does logistics.

Key Points:

¢ Inventory-Free Retailing

o Sellers sell products through online shops (e.g., Shopify, Meesho) without any inventory or
warehouse.

o Product descriptions and images are often provided by suppliers.

Order Flow Process A customer places an order — The seller submits the order and payment
(after a markup for profit) to the supplier — The supplier ships directly to thte cuctomer

o The surplus goes to the seller as profit.

e Technology-Driven Automation

o Oberlo and GlowRoad are tools to connection your store with product catalogs and
automatic syncing of orders.

o Shopify plugins can also automatically update stock and pricing in real time.

e Customer Interaction Handled by Seller

o While not doing physical product handling sellers are running the brand, marketing, returns
and customer service.
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o They can only succeed by creating a credible brand experience.
* Global Marketplace Reach

o Sellers and suppliers may not necessarily be in the same country, for instance sellers can
approach international customers through advertising promotion and SEO, and suppliers
could come from a variety of countries such as China, India or the U.S.

Did You Know?

“While dropshipping is commonly associated with low-budget e-commerce startups, major
retailers like Wayfair and Zappos originally used dropshipping models to test new product
categories before committing to bulk purchases. Today, over 33% of online stores use
dropshipping as their primary order fulfillment method—making it one of the most widely
used business models in digital commerce. This behind-thescenes model powers many stores
you may believe are fully stocked operations.”

4.5.2 Benefits for Entrepreneurs

Our first note went after the hottest topic we could think of : dropshipping Dropshipping offers
an appealing, low-risk way for entrepreneurs new to commerce to break in. The model
enables entrepreneurs to prove products, target niches and even operate with very little
investment.

Key Benefits:
e Low Startup Costs

o You don't have to purchase inventory up front and you certainly don't need to stock products
in your garage or spare bedroom.
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o Business owners can get started with a simple website, supplier connection and low tech
investment.

* Reduced Operational Complexity

o No packing, shipping or inventory following required.

o Speakers are predominantly digital marketing, customer engagement, and scaling.

e Wide Product Range

o Sellers are able to list hundreds of items in categories with no limits of physical inventory.

o Great to test new niches or seasonal trends.

e Scalability

o As volume increases, sellers can accept more without scaling storage or staffing.

o Backend logistics are managed by supplier networks and automation tools.

e Location independence o Business can be operated at any where from online.

o For digital nomads and remote-first entrepreneurs.

* Rapid Market Entry
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o Entrepreneurs can start their store within a few days using platforms like Shopify & Meesho.

o Shortens time-to-market as opposed to traditional retail environment.

4.5.3 Risks and Limitations

Despite being easy-breezy, dropshipping has major operational and strategical risks. With no
visibility into inventory or fulfilment, We can be small merchants with a hard time
maintaining the quality, consistency and even profitability of service.

Key Limitations:

e Lack of Inventory Control

o Sellers may not be aware of stock availability based on orders.

o If an item goes out of stock; this increases inventory risk or increases lead time; reputational
harm.

* Low Profit Margins

o Price Wars: High competition in dropshipping results in price wars.

o Unless they are focusing on a niche market (premium product) or establishing a premium
brand, most sellers work with very low margins.

e Shipping Delays and Inconsistencies
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o Lead-times can be greatly different, particularly with overseas suppliers. O/Customer’s
order to be blamed if there are delays due to the supplier.

¢ Limited Branding Opportunities

o Iltems are frequently delivered in generic packaging.

o Sellers cannot create custom unboxing experiences, or place any marketing in the box.

e Customer Service Burden

o Quality of Goods, Shipping and Delivery -complaints concerning- While not having control
over the process.

o Reversing logistics could be expensive and complicated.

¢ Intellectual Property Risks

o Also, there are counterfeit and substandard wares that some dealers may put up.

o Legal risk can damage the company and result in platform bans.

4.5.4 Instances in E-Commerce (Shopify-based Sellers, Meesho)

Shopify-Based Sellers:

* Platform Role: Shopify is a great platform that lets you explore independent e-commerce
stores along with the use of apps with dropshipping.
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* Popular Integrations: Oberlo, DSers & Spocket allows sellers to find and add products from
suppliers.

* Target Markets: A lot of sellers target specific niche segments (such as fitness enthusiasts,
pet lovers or gadget buyers) through Facebook or Instagram ads.

e Success Strategy: Niche down, branding, video ads and funnel optimization are crucial if
you want to thrive in a saturated niche.

e Challenges: With high ad costs and increasing customer demand for faster delivery,
sustained success is now more difficult without robust branding.

Meesho (India-Based Social Commerce Platform):

e Platform Enabled Role: Meesho helps anyone to become a reseller (re-sell products brought
from suppliers) without stock.

¢ Cool Quotient: Mobile first, local language support and WhatsApp integration for social
selling.

* Business Model: Sellers enjoy a markup on supplier cost and advertise products in their
network.

e Success Strategy : Community selling, Trust building and COD enables tier 2-3 of India as a
market.

* Challenges: Lack of control over the quality of suppliers, narrow profit margins and delays in
delivery to rural areas.

4.6 Collaborative Platforms
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4.6.1 Dimensions of Technology in Collaborative Consumption

Conversely, sharing economy is defined as the use of assets not necessarily owned by users
through digital platforms (like goods or services). Technology is the foundation facilitator,
creating trust, availability, matching and instant in-the-moment transactions.

Key Points:

¢ Platform Infrastructure

o Cloud-based services enable centralized access to shared resources such as workspaces,
repositories or talent.

o Web, and Mobile apps serve as front-end interfaces whereas data and storage reside at the
cloud.

e User Matching and Discovery

o Algorithms automatically match like-minded users, or local resources for collaboration
based on preferences, geography, and project type.

o Example: Upwork uses an Al algorithm to match freelancers with client needs based on
skills tags and previous performance.

* Task and Workflow Management

o Shared tools (e.g., GitHub, Trello, Slack) help remote teams to co-create and review
projects.
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o Real-time edits, version control, and project visibility expedite giving.

* Trust and Reputation Systems o Peer ratings, verifications and milestone tracking allowing
platforms to hedge against risks in sharing ecosystems.

o These approaches bring visibility to blind electronic communities.

e Access Control and Permission Settings

o Granular controls over who can view or edit shared resources are available on cloud-based
platforms.

o Useful in technical, creative, and consulting projects with IP rights.

* Payment and Contracting Tools

o Payment, milestone tracking and contract can be built into the platform minimizing the
dependency on 3rd party legal/finance systems.

o Enables micro payments and short term transactions with partners world-wide.

4.6.2 Use cases of Coordination Platforms (WeWork, GitHub, Upwork)

A few marketplaces showcase how technology enables shared utilization, co-creation, and
collaborative work across industries like real estate, software development and freelance.

WeWork — Shared Workspaces
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* Function: Provides coworking spaces where people, startups and businesses share physical
office amenities.

* Value Proposition: Flexible membership options, global access to locations and networking
made by community.

e Tech Amenities: App-based desk reservations, conference room booking, community
forums, and loT-enabled amenities.

e Collaboration: It promotes member networking, sharing of knowledge and building
partnerships.

GitHub — Collaborative Code Development

* Function: Developer platform to host, manage and work together on software codebases.

¢ Version Control: Has experience with Git as branching, merging, and tracking code changes
tool.

e Community: On an open-source repository, everybody can contribute, fix a bug or
implement new features.

e Tools: Issue tracking, pull requests, code review and project boards allow for open
collaboration.

Upwork — Freelance Talent Marketplace

e Function: Matches freelancers with clients for short- and long-term projects.

* Project Matchmaking: Al matching of skills, rates and timelines.
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¢ Contracting Tools (Fixed-price or Hourly): Post, negotiate and close with fixed-price contracts
or hourly contracts, make milestone based payments and use our time-tracker to track time
& haystack.

e Collaborative: Web-based music making software for saw online collaboration amongst your
team. Include can chatroom, file sharing and performance feedback tool.

4.6.3 The Effect on (Conventional) Business Organizations

Collaborative platforms have changed the game in terms of how work is organised, resourcing
is managed and talent is engaged. They are in favor of a decentralized, flexible and result
oriented model.

Key Impacts:

* Move From a Pyramid to a Network Model

o Agile, project-based teams are replacing the traditional organization chart.

Teams form and disband based on deliverables rather than their lifetime roles.

¢ Tension on The Fixed Assets and Real Estate Markets

o Coworking platforms mitigates against long-term office commitments.

o Companies such as startups or even other businesses are willing to contribute to low-cost
shared infrastructure (so long as it does not slow down their systems too much), if it is not
built up on individual use.
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* Decentralized Talent Engagement

o Companies source talent from anywhere in the world, when needed, rather than employ
large teams inhouse.

o Freelancers/Consultants: Freelancers and consultants are brought on board for a job or
project.

e Greater Flexibility and Speed oCollaborative platforms allow companies to try out new things
at a faster pace -- whether by engaging outside contributors or capitalizing on shared

resources.

o Saves on the investment in recruitment, training or facility development.

¢ Platform Dependency and Integration Costs

o Companies are locked in to third party platforms (e.g., Slack, Asana, GitHub) with fear about
data portability, integration and vendor lock-in.

o Needs strong digital adoption plans as well as IT governance.

¢ Cultural and Management Changes o Managers will need to adjust to managing remotely,
tracking outcomes and asynchronous collaboration.

o Focus moves from input hours to output deliverables and KPlIs.

4.7 The sharing economy and its implications

4.7.1 Effects of Access-Based Consumption on Industries
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Access-based consumption: the utilization of a good or service instead of its ownership — is
a trend that’s changing industries by valuing utility over possession.

Key Points:

¢ Reduced Need for Ownership

Consumers are today willing to use rides (Uber), homes (Airbnb) or tools without needing to
own.

o This change has led industries to move towards rental or on-demand models.

* Business Model Innovation o Access, Subscription and Usage are focal points to design
models. o Old guard (hotels, car rental etc) are disrupted by nimble, market-based new
entrants.

¢ |[ncreased Asset Utilization

o Idle resources are put to better use—vehicles, beds, equipment and even expertise.

o Creates new income opportunities for people and less wastage.

* Expectations from Users for Flexibility o Users expect convenience, minimal commitment
and on-demand fulfilment.

o Tech infrastructure and mobile-first platforms need heavy investments from businesses.

* Sector Examples o Mobility (Ola, Zipcar), Hospitality (Airbnb), Fashion (Rent the Runway),
Software (SaaS subscriptions).
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o Product-based business models change to service-based models.

4.7.2 Sustainability and Environmental Benefits

The sharing economy is environmentally sustainable, encouraging resource efficiency and
cyclical patterns of usage.

Key Points:

e Less Overproductiono Let's reduce the number of goods that need to be produced by
sharing what we have.

Reduces raw material extraction, energy consumption and waste production.

¢ Lower Carbon Footprint

Common transport models mean less ownership of personal cars, which in turn means fewer
emissions.

o Coworking spaces use less power than private offices.

® Promotion of Circular Economy

o Uses of products and extends lifecycle through rental / secondhand sales.

o OLX, Rentomojo and Meesho allow circular commerce at — scale.

* Energy and Space Efficiency
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o Shared facilities (e.g., kitchens, work spaces) lower the environmental impact per
individual.

o Have the heating, lighting and cooling functions running efficiently.

e Consumer Behavior Change o Millennials and Gen Z are environmentally aware, driving
sustainable consumption.

o Minimalists like to share and live low-impact.

4.7.3 Challenges - Regulation, Trust and Market saturation

The sharing economy is its own worst enemy The sharing economy continues to grow, but
remains hampered by barriers such as regulation, lack of user trust and an oversupply of
platforms.

Key Points:

* Regulatory Grey Areas o Many platforms are operating as gray enterprises especially around
taxes, licensing and classification of work.

o Examples: Uber contractors engaging in global wars over its drivers’ statuses.

e Consumer Protection Issues

o Lack of traditional supervision makes people worried about quality, safety and product
liability.

o Trust systems must be platform-controlled instead of state-managed.
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* Trust and Verification Gaps

Some other similar potential threats include: reputation damage from fake listings, identity
fraud and inconsistent service delivery.

o There is a need to scale trust systems.

*"Worker Rights and Gig Economy Criticism o If you are a freelancer or a gig worker, your
income could be unstable and you may not receive benefits.

o Governments are demanding reform to protect this workforce.

e Market Saturation and Platform Fatigue o Too many platforms offering similar services
divide demand and reduce volume of user engagement. o Racing to the bottom on price only
erodes margin and is a short-term game.

Choose the correct option:

1. What is the primary feature of access-based consumption in the sharing economy?
A. Ownership of shared assets

B. Subscription to unlimited services

C. Temporary access without ownership

D. Fixed asset investment by consumers

2. Which of the following is NOT a direct environmental benefit of the sharing economy?
A. Increased product reuse

B. Reduced overproduction

C. Higher consumption of natural resources

D. Lower carbon emissions
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3. A major regulatory concern in the sharing economy is:
A. Too much control by governments

B. Employment classification of gig workers

C. High investment in infrastructure

D. Ownership rights of traditional businesses

4, Market saturation in the sharing economy may result in:
A. Decreased platform competition

B. Increased consumer loyalty

C. Dilution of user engagement and lower margins

D. Improved platform profitability

4.8 Entrepreneurial Lessons

4.8.1 Start-up Potential in the sharing economy

Share Economy The sharing economy model; with its low-barrier to entry, and scalable tech
stack offers startups in this space an opportunity to build disruptive businesses.

Key Points:

e Minimal Capital Investment

o Asset light operations allow start-ups to operate without expensive infrastructure.

o Tweaking to-app development, UX design and digital marketing now.
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¢ Revenue Diversification

— Monetization possibilities range from commissions, listing fees and subscriptions to
premium services.

o Specialist platforms can focus in on neglected portions of the market (tools sharing, local
car rentals etc).

e Local and Hyperlocal Niches

o WITH THE INCREMENTAL FEATURE DEVELOPMENT, Startups can customize offerings for
relevant geographies/communities.

o Example: College town bike sharing, urban pet care marketplaces.

e Community Building as Differentiator

o High retention and organic growth driven by powerful user communities.

oBusiness in blood?oEstablishment: (N) In bed with girl Yet, platforms such as Couchsurfing
or Meesho works on peer referrals and trust networks.

Data-Driven Innovation Real-time data from users enable startups to iterate quickly and
provide hyper-personalized experiences.

o Assists with business trends, and micro and macro indicators.

4.8.2 Balancing Trust and Compliance Growth vs. Cooperation
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The fantastic growth we’ve seen in the sharing economy has to be counterbalanced with
ethical business operations and regulations compliance.

Key Points:

* Maintaining Platform Integrity

o The quick addition of users cannot be at the cost of quality control or partner screening.

o On-boarding procedures, training and feedback mechanisms are a must.

e Compliance with Local Laws

o Need to stay abreast of evolving labour laws, tax regulations and sector specific policies.

o Legal mistakes can result in platform bans or lawsuits.

e User Data and Privacy Concerns

o Stores sensitive user data (location, payment and identity); brooks no compromise in cyber
security.

o Transparency in usage of data creates user trust.

¢ Avoiding Overdependence on Discounts

o The overuse of price based reductions as a means of growth,... can be at the cost of profit.
o Platforms need to earn loyalty on value, not just cost.
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e Long-Term Trust Strategies

o Trust building components such as verified profiles, insurance, safety features, and dispute
resolution.

o Training and customer education build long-lasting relationships.

4.9 Summary

< The economy of sharing focuses on access-based consumption, allowing users to have the
use of products and services rather than ownership.

< Having an asset-light business model enables companies to grow quickly by leveraging the
resources their users bring in as opposed to expenditure on physical infrastructure.

< P2P systems are mediators between peers; for example, in some P2P exchange platforms,
peers directly and can rate or comment each other.

< On-demand economy platforms harness technology to offer instant rides, meals, or
services but are hampered by scale and compliance issues.

<+ Dropshipping enables entrepreneurs to operate e-commerce businesses without storing
inventory, but faces challenges in both quality control and branding.

< Co-working environment such as WeWork, and open source software platform like GitHub
or freelancing site like Upwork enable co-creation and co=purchase based on tools or
algorithms in the cloud.
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< Sustainability -The sharing economy has a direct impact on the environment by minimizing
overproduction, reusing goods and resources, and ensuring optimal use of resources.

< Sharing economy entrepreneurs need to navigate growth, trust creation, legal compliance
(potentially across multiple jurisdictions) and longer term value generation.

4.10 Key Terms

Share Economy — An economic model of renting access to goods, services, or resources
through a shared digital platform.

Access-Based Consumption — A type of consumption mode in which users are able to access
or rent what they want rather than purchase products/services.

Asset-Light Model — Business model where companies scale operations without owning
tangible assets.

Peer-to-Peer (P2P) — Decentralized method in which parties interact directly through an
intermediary.

On-Demand Platform - System under which customers request services/products on the spot
via real-time digital channels.

Dropshipping — A type of retail fulfillment method in which sellers don’t stock inventory but
process orders using a third party.

Collaborative Consumption - Sharing products and services rather than owning them
individually.

Platform Economy — A universe were platforms mediate between supply and demand in
digital markets.
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Gig Economy — An economy consisting of short-term jobs, typically with a goal-centered
nature and facilitated by digital platforms.

Grey area regulations - Instances when companies function without a clear definition of
ruling law.

4.11 Descriptive Questions

Explain the concept of the sharing economy and what role it plays in today's digital age.

Explain me the asset-light strategy and how it will give them the tremendous scalability.
[llustrate with examples.

Explain the main characteristics of peer-to-peer (P2P) business models, and how trust is
established in such models.

What are the top industries that on-demand platforms impact and what logistical obstacles
do they encounter?

Discuss the dropshipping model and assess its advantages and disadvantages for business
owners.

Explain how technologies like GitHub and Upwork have disrupted archaic models of business
and labor.

Discuss the impact of access-based consumption on consumer behavior and industry models.

How will the world benefit from sustainability through sharing economy in saving the
environment?
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Focus on the regulatory and ethical issues with gig economies sharing platform.

What are three potential entrepreneurial opportunities in the sharing economy and discuss
how trust and compliance impact the possibility of scaling these enterprises?\
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Answers to Knowledge Check

Knowledge Check 1

1. C. Temporary access without ownership
2. C. Higher consumption of natural resources
3. B. Employment classification of gig workers

4, C. Dilution of user engagement and lower margins
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4.13 Case Study

“Access for All Not Ownership for All: Managing Growth and Trust in the Indian Sharing
Economy”

Introduction

The sharing economy has been the rapid disruptor in India, changing the way we get around,
live, receive services and even work. As software allows us to share, rent or borrow our assets
with greater ease than ever before, entrepreneurs are reimagining what it means to scale a
business — and without an accompanying physical footprint. But moving from ownership to
access is not without its challenges: regulatory gray areas, user confidence, market saturation
and operational headaches. This case follows a fictional start up ShareKart as it tries to find
its footing amidst the opportunities and challenges of building a scalable, sustainable sharing
economy venture in India.

Background

ShareKart ShareKart is a peer-to-peer sharing platform for household tools/appliances
(washing machine, drilling machine, microwave oven, projector) launched in the year
2022.This Bengaluru based tech company created the pay-as-you-go model for appliances. It
links people looking for temporary access to a neglected appliance with those who have one
resting in a garage. Business model for Youwoo is asset-light, charging commission with a
mobile app featuring built-in payment, user verification and comment systems.

2024, ShareKart expanded to 10 Tier-1 and Tier-2 cities and had 12,000+ active users. But as
the startup grew, it encountered problems including trust among users, regulation
compliance and quality control over shared products. Now, the founders are reevaluating their
model to find a way to scale while ensuring platform longevity and legitimacy.
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Problem Statements and Solutions

Challenge 1: Lack of Trust Between Banks, Lenders and Renters

* A lot of users were reluctant to loan out expensive objects for fear of them getting lost or
damaged.

e Tenants griped about poor upkeep on appliances.

Solution:

ShareKart introduced:

e ltem value-dependent security deposit mechanism with changeable fee.

e Insurance coverage for high-value items.

¢ Strengthening the reviews and scale system to limit those with bad feedback from renting
high-value things.

J Branded tutorial videos on how to properly use approved
appliances\common_endscape_heading

Problem 2: Uncertainty and Risk for Regulatory Compliance

e ShareKart, a P2P platform, was also stuck in between grey areas (should they have paid
GST? What is the liability of injury due to defective equipment?

Solution:
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The company:

e Consulted with members of the legal community to determine scope of platform
obligations vs. user responsibilities.

e Registered as India’s new-age platform service provider — the Marketplace Service Provider
(MSP).

e Inserted legal disclosures and terms of use that must be accepted before any transaction.

e Initiated proactive filling for tax and compliance issue.

Challenge 3: Disappointing user retention and platform fatigue

¢ In the beginning of 2024, user growth stopped growing, and it was taking a nose dive in
repeat usage- especially in Tier-2 cities.

Solution:

To reignite interest:

e Added subscription plans with bundled pricing for frequent renters.

e Worked with the repair techs to provide maintenance after rental.

¢ Introduced a referral scheme offering rewards to users for signing up new clients.

* Pioneered and promoted hyperlocal marketing in housing societies and gated communities.
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Case-Related Questions

What aspects of the sharing economy can we see within the business model for ShareKart?
What do they suggest about access-centred consumption?

List two sustainability advantages of what ShareKart is doing. And how does it compare to
ownership-based consumption as we know it?

How did technology help fix the issue of trust? Can these trust frameworks scale effectively?

What is the impact of regulatory uncertainty on sharing economy innovations, particularly in
India’s dynamically changing legal environment?

If you were a strategy consultant for ShareKart, what else would be your additional feature
or business model to ensure long-term growth?

Conclusion

The ShareKart case study demonstrates the opportunity and challenges of developing a
sharing economy platform in India. The asset-light model may enable rapid growth, but it also
requires strong systems around trust, compliance and engagement. We don’t just need to
design scalable digital infrastructure, but also communities of shared responsibility. Finding
a happy medium between profit and platform integrity continues to be a fundamental
challenge — and opportunity — for businesses working within this pioneering industry.
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Unit 5: Business Models in Action — Sectoral Insights | (EdTech, FoodTech and Fintech)

Learning Objectives

1. Recap and reinforce understanding of the Business Model Canvas (BMC) framework.
2. Analyze how business models vary across industry sectors such as EdTech, FoodTech,
and FinTech.

3. Apply the BMC framework to real-world startups and emerging platforms.

4, Identify sector-specific challenges related to customer acquisition, monetization,

compliance, and operations.

5. Compare and contrast how BMC components behave differently across industries.
6. Design mini-BMCs and evaluate value propositions for hypothetical startups.
7. Extract entrepreneurial insights and model innovation strategies from top digital

startups in India and globally.
Content

5.0 Introductory Caselet

5.1 Applying the Business Model Canvas (BMC) to Industries
5.2 EdTech Business Models
5.3 FoodTech Business Models
5.4 FinTech Business Models
5.5 Comparative Insights

5.6 Summary

5.7 Key Terms

5.8 Descriptive Questions

5.9 References

5.10 Case Study
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5.0 Introductory Caselet

“One Canvas, Many Pictures: Why Sector Context Matters in Designing Business Models”

Aarav, Divya and Sameer are young, successful with “mills & boons” love stories of their own
alongside the death-grip that weed has on them. Aarav made a foray into EdTech by building
up the skills of college graduates. Divya picked FoodTech with an offering of hyperlocal and
healthy tiffin delivery services .Sameer transitioned into the FinTech world by building a UPI-
based app for micro-savings.

All three relied on the Business Model Canvas (BMC) as their basic planning tool. A few weeks
after constructing their prototypes, yet they found that the canvas was a constant shape but
the environmental variables turned it around. Aarav was having trouble retaining students
and monetizing them, Divya struggled with delivering logistics and small margins, Sameer
faced regulatory approval lags and data security walls.

Their business models were supported by the feedback from their customer validation but
they each had uniqueA hurdles in cost to deliver, partnerships and customer acquisition. For
Aarav, his biggest cost was to create content and onboard educators. Divya ended up
investing in kitchen partners and delivery agents, while Sameer spent on tech and legal
compliance.

Unconsciously at first, they tailored their canvases by adding industry- specific twists —
bespoke acquisition funnels, revenue tests and partner ecosystems. The three realized that
there is not a one-size-fits-all form for business models, and that industry context matters in
forming sustainable, scalable business models.

Critical Thinking Question

Although the BMC is an accepted instrument for definition and analysis of business model, it
works or not in industries with totally different operational realities? Would the nine
construction blocks be able to describe value creation in EdTech, FoodTech and FinTech
startups equally well? Consider how elements such as “Key Partners” and “Revenue Streams”
change definition from industry to industry. In EdTech they are institutions and teachers, in
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FoodTech kitchen vendors and delivery services. Are there limitations on adaption of such a
single canvas structure and how can entrepreneurs tailor it to sectorial needs?

5.1 Applying the Business Model Canvas (BMC) to Industries

5.1.1 Recap of BMC Framework

- e The Business Model Canvas (BMC) is a strategic tool to visually develop, describe, challenge,

invent and pivot your business model. It’s composed of nine building blocks, which are all
interconnected and aim to provide a holistic view of any organization.

Key Points:

e Customer Segments

o Segments the various types of people or organizations to whomever a business wishes to
deliver its services.

o Helps cater to special needs with specific offering.

¢ Value Propositions

o Describes what features make the product/service appealing to each customer segment.

o Could be built around a strength such as innovation, performance, price, convenience.

¢ Channels

o How the company interacts with its customers and delivers value to them.
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o Comprises on line, off 12 page the web, direct and crossing-oriented forms of encounter.

e Customer Relationships

o Indicates the kind of relationship that a firm has relative to any segment. o Varies between
personal assistance, self-service and community-based services.

e Stream of revenue o Describes the cash received from each customer segment.

o Direct sales; Subscriptions; Licensing; Advertising, etc.

¢ Key Resources

o Catalogues the critical resources required to make your business model work. o Could be
intangibles such as intellectual property as well as human resources or financial capital o 32!

e Key Activities

o The essential behavior an organization needs to execute in order to succeed. @ The
definition of a core capability is that it: o Represents the fundamental forms of capabilities
required by clients in an industry.

e Key Partnerships

o Indicates outside companies or suppliers that the business works with.

e Cost Structure
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o Includes all the expenses of running an business.

5.1.2 Sectoral Application: Why Industry Context Matters

So while the BMC is a general tool, how it’s interpreted varies widely depending on industry.

This environment determines how a business model is formulated, implemented and
iterated.

Key Points:

* Value Propositions Vary by Sector

Value in EdTech could be affordability, certification or gamified.

o In FoodTech, value is speed, hygiene or variety.

® Customer Segments Are Industry-Specific

o FinTech is both for retail and institutional users, necessitating a tiered offering.

o EdTech could segment its audience by K-12, college, and professionals.

e There are no one-size-fits-all revenue models o By and large, subscription-based models
reign in SaaS and content platforms.

o FoodTech is dependent on hyperlocal delivery fees or commission-based models.
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* Key Resources and Activities are a Function of Sector Complexity

o In FinTech, one of the core functions is cybersecurity and compliance.

o In FoodTech, last mile delivery and vendor management are very important.

e Customers’ Relation |s Expectation Driven

o Food-delivery companies require customer support which is on-demand and highly
responsive. o EdTech adopters might need the onboarding/mentorship/community tools.

® Partnership Models Are Sector-Driven

o EdTech collaborates with universities and professors.

o FinTech works with banks, regulators and payment gateways.

5.1.3 Top-Down Industry Approach to Business Models

A top down approach seeks to first understand the high level industry dynamics and then
dives into specific drivers of a business model. This approach puts the BMC right in line with
industry trends, regulation and competitive pressures.

Key Points:

e Dynamics of Industry Before Business Model

o Assess the influence of industry changes, such as Al in EdTech or RBI guidelines in FinTech,
on model design.
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o Enables startups predict bottlenecks or exploit new opportunities.

e Unravel Dominant Models in the Sector o FoodTech is dominated by Aggregator Platforms
and Cloud Kitchens.

o EdTech is inclined toward hybrid or freemium models.

e Aligning the BMC with Industry Constraints

o For FinTech, compliance should be integrated into the value proposition and cost-structure.

o Logistics have to be integrated in FoodTech.

e Benchmark with Industry Leaders o Use the existing players (Zomato, Razorpay. Coursera)
as a base to map trends across space.

o Assists in knowing what is established and what may be innovated.

e Competitive Positioning and Differentiation

o Biz model canvas: How startup will be positioned different then incumbents

o This information can influence allocation of resources and choice of partners.

e Revenue and Cost Expectations Shaped by Macro Trends

o For instance, in FoodTech, the cost structures are impacted by inflation. o Government
policies on education contribute to changing and moving EdTech customer segments.
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Did You Know?

“Although the BMC was originally introduced as a startup tool, several Fortune 500
companies now use modified, sector-specific canvases to manage their innovation pipelines.
For instance, SAP uses an “Extended BMC” that includes compliance and data security layers
when designing FinTech solutions. Similarly, Unilever’s internal BMC version includes
sustainability metrics in its Cost and Key Activities blocks—reflecting how large companies
customize the tool based on industry and internal priorities.”

Identify Dominant Models

Understand the prevailing
business models in the industry
to inform strategy.

> EF@ Align with Constraints

Ensure the business model is
feasible within industry-specific
5:":3 ) limitations.

How to develop a

. Compare the business model
business model

with industry leaders to identify

using a top-down areas for improvement.
industry gg: Competitive Positioning
approach? Differentiate the business
model to gain a competitive
, edge.

Use macro trends to forecast
revenue and cost expectations.

5.2 EdTech Business Models

5.2.1 Overview of the EdTech Sector
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The EdTech (Educational Technology) subsector comprises platforms enabling the provision of
digital learning experience, online voices recognition/certification, Internet tools for online
learning and courses of general interest.

Key Points:

e Multiple learning models instead of one o From live classes, to pre-recorded content,
gamified learning (eg. gamified video instruction), adaptive assessments and mentorship-
driven models.

o Areas it covers: K—12 education, test prep, professional upskilling and corporate L&D.

e Growth Drivers

o Proliferation of internet, smartphones and flexible learning requirement; digital literacy is
being stressed on.

o National Education Policy (NEP) in India promoting integration of digital education.

e Market Landscape o There are both B2C and B2B EdTech players in India—direct-to-student
platforms as well as institutional SaaS tools.

o Global players such as Coursera and Khan Academy operate alongside Indian companies
like Byju’s, Vedantu and Unacademy.

e Business Models

o Freemium (free videos), subscription, pay-per-course and enterprise sales are leading the
space.
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e Key Trends

o Al driven learning paths, hybrid model (offline + online) and emphasis on vernacular
content for regional penetration.

Business Models

Market
Landscape

Diverse
Learning
Models

5.2.2 Application of BMC to EdTech Startups

The Business Model Canvas: A structured approach to analyze and design of EdTech business
strategies for the education lifecycle.

BMC Blocks for EdTech:

e Customer Segments

o Students (K-12, college, professionals), parents (buyers) institutions, tutors and corporate
customers.

e Value Propositions
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o Adaptive learning, studying for tests, account for how you learn best, career prospects and
financing, access to experts.

e Channels

o Mobile apps, web platforms,, YouTube, S chool or corporate networking and influencer led
marketing.

e Customer Relationships

o Chatbots, live tutors, communities, email nurturing, doubt-clearing support and
gamification for engagement.

e Revenue Streams

o Subscription models, course purchases, certification fees, freemium upgrades, ads, B2B
licenses.

¢ Key Resources

o Content libraries, LMS platforms, educator networks, tech infrastructure (video + Al
engines), CRM tools.

* Key Activities o Creation of new content, recruitment of tutors, user training and support,
updates to platform against bugs and small improvements, marketing automation.

» Key Partnerships

o Universities, EdTech thought leaders, curriculum developers, exam boards, cloud providers.
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