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1;;, Introduction

Every manager should be engaged in the Purpose

creation of a Business Model Canvas, especially

. , , . The purpose of this module is to enable
in setting the primary key activities as they are

better understanding of the Key Activities

fundamental to reach the expected goals. segment in the business model canvas and
Business activities include taking decisions in to work with it in a business plan.

terms of operations, administration, production,
problem-solving, marketing and communication
activities across customers.

Key activities cannot be uniform, as they change according to the type of activity and operation
performed. Consequently, once set they adhere to the company’s needs and future objectives. Before
setting key activities, managers should make an internal audit: valuing their own means of production,
problem-solving activity, platforms, and networks and giving importance to the rapport they have with
customers, with whom they are communicating the value proposition of their product.
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g/, Introduction

Learning Outcomes

After the completion of this module the learner will be able to:
define the concept of Key Activities within the business model canvas;

list the main Key Activities within an enterprise;

list the relevant Key Activities to required to reach the objectives and purposes of an
enterprise;

illustrate the importance of Key Activities in the definition of the value proposition;
explain the relationship between Key Activities and the value proposition of an
enterprise;

focus only on certain Key Activities, in line with the value proposition.
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Keywords

“ key activities

© differentiation
© customers

“ value proposition
“ expected goals
¢ competitors
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Q/, Introduction

The relevance of key activities

Key Activities describe what an enterprise does, which key actions are carried out within
the organization to fulfil and create long-term revenue streams.

Assessing the Key Activities includes starting from an internal analysis. Managers should
ask themselves: Which activities are necessary for a good value proposition?

The Key Activities should be focused on unique value creation.



g/, Introduction

The relevance of key activities

Key Activities consist of the main actions performed by an enterprise for the primary
purpose of making a profit.

When defining an enterprise’s key activities, the following questions may be useful:
What are the most important actions required to build a product / service?
What is the most important element to distribute a product / service?

What activities could support maintaining the customer relationship (service, experience,
etc.)?

What activities are fundamental to customer streams? (trust, credit limit, fast payment)
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In the business
model canvas (BMQ),
the Key Activities a
company performs
can be expressed in
the areas:
operations,
marketing,
production, problem
solving, networks,
financial (or
administration). In
the next slide each
area is explained in
depth.

Key Partners

Whe are aur Key Partners?
Whe are our supglers?

c~:  Theoretical background

pesnestor pesenedty

Key Activities

Dur Distribution Channsis?

Value Proposition Customer Relationships

What valuie d we deliver ta the custamer?
Which one of aur customer’s problems are we helping to solve?

What bypa pf relstionship das each of our
Custamer Segments sxpect us to establish and

23

Customer Segments

Far wharm are we ereating value?
Who are qur mast important custamers?

wn}:n Key le?uu!n:sune ‘we acquiring from partners 7 ‘;T::‘mlw? ‘What bundies of products and services are we offering maintain with them?
‘Which Key Activities do partnérs pe riorm? to each Customes Sagment? ‘Which onés haue we established? Mg "
e Which customer needs sre we satiching? Hi are they integs jith the rest of aur bus del? MW"" t:
MOTIVATIONS FOR PARTNERSHIPS i . Horw costly are they? 5 ted
Optimization and écan, CHARACTERISTICS Diversified
Reduretion of risk and uncrtainty Gzl Newness EXAMPLES Multi-siced atfarm
Acquisition of paslleidatisaauiss an d acthites G JrmlETaN Performance Personal assistance
Customization Dedicated personal assistance
“Getting the Jab Done™ Self-service
Design Automated services
Beand/Status Communities
Price Co-creation
Cost reduetion
Risk reduction
Actessibility
Conuenience/Usahility
3
Key Resources i "‘& Channels ‘
]
‘What Key Resources do our Value Propositions reguire? Through which Channels do gus
Our Distribation Channs? Customsr Relationthips? Revenu e Straams? Customer Segmeants want to be reached?
Heww are we: reaching them naw?
TYPES OO RESOURCES How are our Channels integrated?
Physicaf Which ones wark best?
InteNectus! (brand patents, copyrights, data) Which anes are most cost-efficient?
Humean Henw are we integrating them with custamer routines?
Financial
CHANNEL PHASES
1. Awareness - How do we raiss owarensss shout sur campany's products
and services?
2 i How do we helfp our zartion’s
Vinluse Propotition?
3. Purchase — How do we allow customers to puschase specific products and
servees?
4. Delivery — How o we detiver Vaiue Proposition to customers?
5. After safes — How do we prowde pact-purchase customes support?
Cost Structure @ Revenue Streams /_é
What are the maost impartant costs inherent in our business modal? Far what value sre our customers willing to pay? !a
Which Key Resourtes are most expensive? For what do they currently pay?
Whith Key Activities are mast sxpenshe? Herws e they currently paying?
i wiiild they prafer to pay?
1S YOUR BUSINESS MORE Hew much daes each Revenue Stream contribute te averall revenues?
Cost Driven fleanest cost ture, fow price itic extersive

Vil Diven (foctised on wriue oreation, premiam vafle propasition)

SAMPLE CHARACTERISTICS.
Fixedt costs (solaries, rents, utiitiss|
Variohie costs

Eranamiss of scale
Ecanamies of scope

TveEs FIXED PRICING DYNANSC PRICING
Asset sole List price Negotiation bargaining)
Uisaige fee Product feature dependent Vield management
Subscription fees Customer segment dependent Reai-time market
Licensing Viiume dependent

Brakeroge fees

Advertising

Lending/Ranting/Leasing
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.~ Theoretical background

BMC template and key activities description

: the internal working process of the company.

: promotions, campaigns, advertisements, channels to promote the value
proposition.

: linked to the main operations to produce the value proposition, e.q.
designing, manufacturing.

: study metrics, training for improvements.

: where the company might reinforce a closer contact with customers, e.q.
use of ICT and social media.

: merchant accounts, e-commerce stores
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.~ Theoretical background

Key activities and subcategories

These areas are very important as they ensure the growth of the company. It is therefore
necessary to make sure they are running and are diffused across the organization.

Depending on the activity of a company, certain activities prevail over others, e.q., financial
companies will be more involved in problem-solving activities rather than production.

Key activities can be therefore divided into 4 subcategories:

Core activities Primarily related to the generation of the output.
Support activities  Are related to the output production (e.qg., record-keeping).

Coordination Ensure the alignment in the degree of integration between core and
activities support activities (e.qg., account management)

Strategic activities Assess the alignment and need for changes, are related to the outside
environment (e.q., distribution channels, customer relationship etc.)
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.~ Theoretical background

Key Activities for the Business Model Canvas

After having considered the previous categories, two major key activities should be given
importance when working on the business model canvas:

this aspect comes into play with the identification of key
partners and key resources. The supply chain management should become paramount in
the organization, in order to ensure you are working with your key partners to produce
the best value proposition.

software processes have digitalized the systems of many
companies. Computer software helps to manage all the pieces of a business that need to
operate and run. Significant consideration should be given to whether the processes
should be internal or external and which partnerships should be established.
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L.~ Examples and Good practice
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Example - café

If you are starting a hole-in-the-wall café, you have to make sure
you are developing the necessary key activities. These include:

The creation of the menu;

The promotion of your new café, the design of your
advertisements and promotion products;

Observation of client-satisfaction;

The retention of reqular clients, (in the case where you
already have trusted customers);

A measure of user satisfaction.
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L.~ Examples and Good practice

Some important considerations

Analysing your means of production, problem-solving, and platforms or networks are important
considerations to define your key activities.

When defining the key activities, the ultimate goal is to help you discover what activities you need to
address in order to differentiate your value proposition or service from that of the competition. This
is important in order to adequately deliver your value proposition. When considering the key
activities block, in terms of key processes and activities, take into account your key resources and
partners in order to progress towards the next steps contained within the business model canvas,
since they are all interwoven.

For example, key activities are, on the Business Model Canvas, the bridge between the value
proposition and the customer segments, so you ought to be customer-oriented when moving
towards the customer relationships block.

Key activities should be frequently revised. If you take the example of Netflix, the company
started its activity with the distribution of DVDs. The company has since moved way ahead NETF“X
of this situation, switching its key activities towards the creation of new content.
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L.~ Examples and Good practice

Questions for Reflection

How can you identify your key activities? Focus on the suggested list.

Define your strategic activities. Your company will engage in a series of processes and
activities in order to work properly, however, not all of them are strategic.

Think about the Business Model Canvas and focus on your key resources and your key
partners. Identify the elements that link them to your business idea, since they will highlight
what your key activities are.

Keep it simple and do not over think. Start from your value proposition and think about your
area of competence. What is your most prominent area among the following ones:
operations, marketing, production, problem solving, networks, financial?
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Examples and Good practice

Example - Amazon Key Activities

This is an example of the five key
activities implemented by Amazon,
the synergy among these factors
contributes to the  strong
positioning of the behemoth on
global markets.

There are six key activities in the
Business Model Canvas. However,
production is not a pivotal key
activity in the case of Amazon.

amazon
~—
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Operations: storage
and logistics are
paramount operations
for goods classification
in the warehouse

Key Activities

/Problem solving it is

home delivery service

which allows
customers to buy

P

their needs

A

a)

products according to
o \\

e D

Financial: itis an
online platform based
on e-commerce
services
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L.~ Examples and Good practice

Example - key activities for e-commerce

In a retail e-commerce store, the company’'s key activities will be mainly focused on the
maintenance of the website:

--<=
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L.~ Examples and Good practice

Key activities in Research and Development

Key activities depend on the primary activity of the company.

Research and development is a key activity which is often ignored, but it becomes of paramount
importance for cosmetics companies or ICT companies, since it liaises with activities related to
design, production and sales.

For this reason, these companies should focus on the following key activities:

Production: including the design, development and launch of new products or
platforms/services. This is the main key activity of these enterprises.

Marketing: sponsor and promote the renewal of the products/services.
Financial: linked to e-commerce services and accounting.
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L.~ Examples and Good practice

Production and core activities in Research and Development

By linking production to research and development, the analysis of an enterprise’'s key activities may
be further developed into the following core activities:

Product Research: Before the production of a new product, it must first go through the research
and development department which will evaluate what customers expect from it, production
costs, etc.

New product: It underpins the production of a completely new output.

Product Updates: R&D must consider upgrading of products, depending on evolving consumer
needs or new value propositions of entrants into the market. Updates aim at solving glitches

related to products.

Quality Checks: Companies conduct quality checks or ask their quality assurance team to
evaluate whether all products are up to the quality standards set by the company.

Innovation: The R&D department is responsible for monitoring new trends and for the
innovation of products in an attempt to ensure that their products stay abreast of current trends.
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L.~ Examples and Good practice

Example - LinkedIn Key Activities

LinkedIn is the best-known professional network for job searches and related activities. Over
the years it has created a value proposition targeted towards consumers, with a high focus on
sharing / providing working capabilities and opportunities for both employers and workers.

According to the six key activities, LinkedIn prioritizes networks, since it is a social network,
and the platform development represents its main goal, which is to build a professional
community.

Manage professional profiles and CVs and build a robust professional network;

Connect source and target groups through its job offer function to reach the right talent;
Communication with the right audience;

API and Widgets (systems providing functionalities like texting, live chatting);

Continuous innovation for the platform development
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