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Why Business Models?

. To articulate vague business ideas
We want to distribute our music electronically
We want to outsource our ICT support

We want to form a joint venture with a movie-
making company
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What does a Business Model Answer?

- Which is our value proposition?

How does our company create and market this
value?

-~ Which actors are needed to offer the value?
- What value do the actors offer each other?




What is in a Business Model?

Actor

Supplier
Customer
Resource

Value object
Value proposition
Value transfer
Value exchange
Value port
Economic event

Duality

Reciprocity
Compensation
Commitment

Contract

Distribution channel
Value chain
Capability

Trust

Customer relationship



An e3-value model




A Business Model is not a Process Model

. A business model focuses on the what — it

identifies agents, resources, and exchanges of
resources between agents

. A process model focuses on the how — it deals

with operational and procedural aspects of
business communication




From BM to PM

Business model

What everybody brings in a business constellation and what he
receives in return. Concepts: actors, value exchanges, value objects.

Provides a high-level view of the activities taking place in e-commerce.

Process model
Who does what in which order, on the basis of what information.
Focus on operational, low-level activities.

How to decompose a business model into a workable process
model, while supporting certain rules and constraints (time, legal,
contractual, ...standards)?




What is transferred?

TRANSFER

RESOURCE

Goods
Services
Information

Money




Resources, features, and rights

Any property or
association of
the resource

An actor is entitled to
handle a resource in a
certain way

(use, income, transfer)

RESOURCE

FEATURE

T

RIGHT

Book

Weight

Number of
pages

Own

Borrow



What is transferred?

RESOURCE

FEATURE

T

TRANSFER

RIGHT




Rights on a Book

BOOK

FEATURE

T

TRANSFER

RIGHT

Toread
To copy
To sl

To destroy



What resources are transferred?

Product awareness




Transfer and Conversion

CONVERSI ON

RESOURCE

FEATURE

TRANSFER

T

RIGHT




Transfer and Conversion

CONVERSI ON

increase

RESOURCE

product
awareness

CONVERSI ON

decrease

TRANSFER

increase

RESOURCE

time slot




Transfer and Conversion

CONVERSI ON RESOURCE

change location

CONVERSI ON RESOURCE

decrease flight service

TRANSFER

increase




Four components of a transfer

Transfer of

1 Resource

2 Right

3 Custody (access, enabling)

4 Evidence of right

RESOURCE

FEATURE

T

TRANSFER

RIGHT




Four components of a transfer

EVIDENCE
DOCUMENT

Ticket

Evidence

TRANSFER

Custody

RESOURCE

Movie

FEATURE

T

Right

RIGHT
W atch

Transfer of

1 Resource

2 Right

3 Custody (access, enabling)

4 Evidence of right



Related Work

We rely on the e3-value business formalism.
Open-EDI standard for collaboration phases in business transactions
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' completed




Value Model

Value exchange can be seen as combining four
components:

- The resource Is an object being exchanged from one
actor to another, e.g., a book

- The right that the buyer obtains on the resource, e.qg.,
the ownership of a book

- The custody of the resource, e.g., the delivery of a
book to the buyer

- The evidence document, e.g., a movie ticket




Chaining Method

. Step 1: consider an e3-value model:




Chaining Method

Step 2: For each value exchange, determine whether the custody
component of the value exchange exists and shall be modelled
explicitly. If so, add one or more arrows to the model that
represent transfers of custody from one actor to another.




Chaining Method

Step 3: For each value exchange, determine whether the
evidence document component of the value exchange exists and
shall be modelled explicitly. If so, add one or more arrows to the
model that represent transfers of evidence documents from one
actor to another.




Chaining Method

Step 4. ldentify a set of processes based on the
extended e3-value model from Step 3 and the

Open-EDI transaction phases.

For each value transaction, one negotiation process is added.
For each arrow in the extended model, one actualization process

IS added.

For each arrow in the extended model, optionally one post-

actualization process is added

In the given example, the following processes are identified:

1.

a ~ 0N

Negotiation process for Painting,
Negotiation process for Transport,
PaintingCustody2Distributor,
PaintingCustody2Customer,
TransportAccess2Supplier,

6.
7.
8.
9.

10.

Money2Supplier,
Money2Distributor,
Painting2Customer,
Transport2Supplier and
EvidenceDoc2Customer.

BUSITAL’06

From Business to Process Models — a Chaining Methodology 23



Chaining Method

- Step 5: For each process, select a pattern based on
the resource managed by the process and the goals of
the actors.

- Apply the selected pattern to the set of identified
processes.

- Applying a pattern to the set of identified processes will
result in specifying the internal structure of a process
or relating processes to each other.




Patterns are means to mitigate risks
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Payment (cash)




Payment (by trusted 3" party)




Payment (by credit card)




How to select the best pattern?

Possible selection criteria:
Legal
« Obligations, Rights, Warranty, Responsibilities
Functional
« Nature of the value object (perishable, damage...)
Non functional

» Security level (with regards to risk mitigation)
» Cost and feasibility (one time delivery vs long —term partnership)
» Risk repartitioning (shared, buyer, seller, ..)

» Feasibility (industry specific regulations, cost and benefit, ...)
» Trust and balance of economic power




