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Let’s talk sustainable
business model innovation
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Agenda: 5 &

1. Why we need it: 2. What it is: 3. How to doit: 4. How to get started:
Innovation must Designing circular Understand Begin guerrilla
happen at a and co-creative Ll the system, use style, prove e
systemic scale businesses for proven strategies, value, then scale

people+profit+planet experiment




Questions for you:

e What do you think
sustainable business model
innovation is really about?

* |n your experience, what is
the most important
success factor?



VWny we need It.

Innovation must
happen at a
systemic scale




Why we need it

We’ve been shitting
where we eat

Wasted

Reused
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The Business Cas

for Sustainable
Development
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A ton of research has made it clear that
front runners in environment, social and
good governance policies are financially
outperforming their less sustainable peers. S
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YIS E L E]) ) innovation

An historic ‘ A big business
responsibility opportunity

But gets only 4% of
iINnNovation iNvestment.



Why we need it

We’ve been a part
of the problem

- let’s turn that
on its head

Design is sorely needed for
sustainable innovation
because of our human-centric,
creative and experimental
approach. We need this
applied at a greater scale.




‘“‘Human-centred design
IS the iInnovation that is
changing the most lives
In the developing world.”

- Melinda Gates




Why we need it

Systemic innovation
of business models
for the wide-reaching
sustainable impact
we heed

Value chains & Business models Experience UX, journeys Touchpoints
ecosystems & organisations strategy & services & products



Why we need it

Additional innovation

Th e i m p a ct of potential with business

model innovation

b“Siness mOdeI g]gtg\é?g?n Business model
- - - (llustration) nnovation
Innovation Is greater
Service/process
INnnovation
Product
INnnovation

Sources: BCG 2009, IBM 2006, MIT Sloan Management Review 2012



‘““The history of innovation is littered
with companies that had a disruptive
technoloqgy within their grasp but
failed to commercialise it
successfully. They did not couple It
with a disruptive business model.”

- Clayton Christensen
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A bad business |

—

T

Ran out of cash

reason for
innovation failure

Not enough traction

Technical/product issues
Reasons for startup failure —> Lacked financing
No market need

Outcompeted

Customer issues

model is the top ——

14

Source: frac.tl



Why we need it

The most successful
disruptors of our time
have innovated their
business models

And their product/service less so.

They are doing it by challenging their
iIndustry’s long-standing beliefs.

/QS NO rental shops Owns no infrastructure

5
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Wnat it Is:

Designing circular and
co-creative businesses
for people+profit+planet




A business model is how an organisation...

creates
delivers
captures
value




What it is

Business model innovation

value

What products, services or
outcomes do people need?

How can we improve user/
stakeholder experiences
to increase value?

Value

Proposition

18



What it is

Business model innovation

creatre

How can we improve
our processes?

Can we partner up
with someone?

Can we make better
use of our unique
capabilities?

Value

Creation

19



What it is

Example

Redesigned
process

and patient
journey for
breast cancer
patients

90

reduced waiting time
before diagnosis

Designit helped reduce
waiting time before
diagnosis, a traumatic part of
the current journey, with 90%
by redesigning how hospital
staff was organised.

20




What it is

Business model innovation

oeliver

Can we target a
different segment?

Can we change our
relationship with our
customers?

Can we use different
channels for distribution
or marketing?

Value

Delivery

21



|
e —-—

What it is 22

Example

"\ g }
r‘b .

A new direct-
to-customer
business
model for
Flokk

One of Europes largest
manufacturers of office furniture
only sold their wares through
dealers. Designit helped craft a
new business model to reach
small companies directly through
a new e-commerce channel.




What it is

Business model innovation

capture

Can we change how
or what we charge?

Can we create a new
revenue source?

Can we decrease
our cost?

Value
Capture

23
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Example

A more
sustainable
and digital
credit service

e s

Together with a large Norwegian
bank, we took the challenge to
redesign the credit card
product. We took away the
card, made it into a digital
service, and nudged users to
set up downpayment plans
iImmediately with a lower
Interest rate.
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What it is

Business model innovation

Creating a new business model or systemic improvements in how an organisation...

C
Qe
ca

L]

wél

pit

]

reqres
VE

S

L=

e

Value
Creation

Value

Proposition

Value
Capture

Value
Delivery
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What it is

The three lenses of innovation

Can we e

do this?
N Feasibility

Should we
do this?

Viability

26

BN
Do they

want it?

Sources: Adapted from ldeo and Board of Innovation



What it is

Does the
~— world need it?

We need a fourth lense of innovation

Sustainability

T he real sweet
Can we spot of innovation!
do this?
K, Feasibility Desirability ,\
Do they
want it?
Should we Viability

do this?

e Sources: Adapted from ldeo and Board of Innovation



Three shifts needed

From: To:

Linear — Circular
Combative — Co-creative
Single bottom line — Triple bottom line




Linear Recycling Circular

2 :



What it is 30

A linear business

Negative
ripple

effects Make h

Hidden
costs

Take ﬁ:

Adding value Destroying value
e Source: Adapted from Circle Economy




What it is 31

A circular business

Repair {\‘

Recycle L’:')

Adding value Sustaining value
@ Source: Adapted from Circle Economy




What it is N~ __

A circular, collaborative economy



What it is

Open, co-creative
business models
are win-win-win

For too long businesses have
been run like armies, where it’s all
about winning at the expense of
others. Let’s turn that on its head.

33






Profit for a company is like
oxygen for a person. If you don't
have enough of it, you're out of
the game. But if you think your
life is about breathing, you're
really missing something.

- Peter Drucker
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Time for regenerative sustainability

It is not enough to mitigate the
effects of human activity (.-: )
Regenerative design::
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to reverse the degenQ
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co-evolve with natural systems.

- Pamela Mang
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Revision

A business model is how an organisation...

CO=-Clreates
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What it is

Definition

A sustainable business model is how an
organisation co-creates, delivers, captures
and sustains value iIn a circular way,
having an overall net positive impact

on people, profit and planet.




What it is 40

Proven strategies of sustainable business models

; SHARING PLATFORMS

Optimise capacity use

Share: Deliver platforms and solutions so products can be shared,

(‘2 CIRCULAR SUPPLIES 70 PaY perise, product [easing, sharing or rening __/I\_ PRODUCT LIFE EXTENSION

Reform use of resources Extend life cycles

- : : - Repair & upgrade: Services for repairing, maintaining and
Built to last: D durabl d t duct
Uit 10 fast: Liesign dUrdble and easy 1o repalr products upgrading to extend the product life or improve product

Circular supplies: Phase out the use of scarce nonrenewable ,
EEETEES i%pproduction Remanufacture and resell: Resell products at the end of their

useful life, for example after repairing or upgrading

£ RESOURCE RECOVERY > PRODUCT AS A SERVICE

Recover value in waste Offer outcome-oriented solutions
Recycle/upcycle: Recover and collect materials from products Pay for access: Allow customers access through a
at the end of life for reuse in new production subscription or pay for use — maintenance included

Return: Develop systems that use waste and by-products Pay for performance: Allow customers to buy level of service,

e quality or results



What it is

Proven strategies of sustainable business models

(‘2 CIRCULAR SUPPLIES

Reform use of resources

Built to last: Design durable and easy to repair products

Circular supplies: Phase out the use of scarce
nonrenewable resources In production



What it is
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Example

Flokk: Chairs

from recycled
plastic




What it is

Proven strategies of sustainable business models

? SHARING PLATFORMS

Optimise capacity use

Share: Deliver platforms and solutions so products
can be shared, e.g. pay per use, product leasing,
sharing or renting.
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City bikes
schemes:
Sharing to
decrease

idle time
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What it is

Proven strategies of sustainable business models

../b. PRODUCT LIFE EXTENSION

Extend life cycles

Repair & upgrade: Services for repairing, maintaining and
upgrading to extend the product life or improve product.

Remanufacture and resell; Resell products at the end of their
useful lite, for example after repairing or upgrading.

45



Example

GoGood:
Refurbished
second hand
furniture-as-
a-service




What it is

Proven strategies of sustainable business models

5\5 RESOURCE RECOVERY

Recover value in waste

Recycle/upcycle: Recover and collect materials from
products at the end of life for reuse in new production.

Return: Develop systems that use waste and by-products.

47



What it is

1

Example

Rotterzwam
Mushrooms
from coffee
grounds +
BlueCity

. iy PP




What it is

Proven strategies of sustainable business models

C> PRODUCT AS-A-SERVICE

Offer outcome-oriented solutions

Pay for access: Allow customers access through a subscription
or pay for use — maintenance included.

Pay for performance: Allow customers to buy level of service,
quality or results.

49
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Example

Tailored
dietary plan
with food
subscription

For a big Nordic food company
we developed several business
model concepts, all based on
going direct to customers, and
offering food and supplements
as a service to help people live
healthier lives.




What it is 52

As-a-service Is most powerful because It
spans across and keeps the loop tight

Offer outcome-oriented solutions

Pay for access: Allow access through a subscription or pay Make fag Repait {“\

for use — maintenance included

Pay for performance: Allow customers to buy level of service, - A
quality or results Take / - Recycle g »

Adding value Sustaining value

D PRODUCT AS'A'SERVICE Sell c)‘ K/ Return D




Questions for you:

e |n your country or industry,
have you seen good
examples of sustainable
business models?

e What could your company
do it get started with this?



How 1o Qo It
Understand the
system, use proven
strategies, experiment




The approach: Six rules of thumb

03 Co-create with gtal epqld
04 Obsess over waste and value
05 Apply proven strategies
06 Test and measure what matters




CLEAN WAVER
AND SANITATION

Rules of thumb: Service-logic OUAUTY G[NDER
EDUCATION EQUALITY

01
Design services
for outcomes

1 REDUCED
INEQUALITIE

d 4

People don’t want you or you
product. They want to get their
problems solved or needs met.
Therefore, build business models
around outcomes not ownership.

Services are better at doing this and
ensuring loyalty and good experience
over time — and they are generally more
sustainable because value is retained.

16 PEACE, JUSTIC

AND STRONG

e AW,
' G{ALS
@
“




1de Implications of Hyper-
e F Rules of thumb: Systems «= Consumption

o The Bigger
Picture g

why it matters

2 Wi

l Increasing

o Decreasing
munities  Mental Heakh Social &

ksues Civic Participation
\ Increasing
Communication
Rize of
Collat l::l.n;n: Problems
& Creativity Chic

Participation -
creasing
Misunderstanding

Deep dive
Into systems

i

INDIVIDUAL

The problems we need to solve
are increasingly systemic and
complex, so our approach need
to be the same.

- - '7‘ —~ e —————— e
GOVERNMENT
41‘
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The Case of Netflix

Netflix i 3 wdeo.on.demand platform thatis  highly SOphisticated recommendation
currently the dominant channe! peoviding Systam - the act of Wwatching” through the

aRutacl

e e
: Do in-depth research, investigate the %E;}xm:m”“' mmﬁgg:“
: theme from a number of angles, and s e e
use this to map the system, actors, ot
é A " malnud;otl:;
relationships, causal loops and o
processes in question. Look for preal® s
value flows and intervention points. s o ' o
platform. ; SKLome \ PLATFORM
exhibe diferent = K LooP
isional), which In \ "'I,-" \
T:mm ‘BINGE WATCHING' . CONTENT LOOP \
m::” ADDICTION LOOP P e
moop Rewardin g:fm //
E pe / \ A
N e \v\ ''''''' \ oty /
D / perpetustes use of online platforms for P I &
Identities TR <haring and consumption of digital media. r eop e




Understanding
the Problem
the what

-
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Is it Time to
Pull the Plu

A systems inquiry into the wicked problem of hyperconnectivity in the digital age

5000 =

3,000 =

2,000 >

0 o

an Increase in data CONSEMPLION per sub-
senbes (primanty from increased viewing of
Wideo comant)

The "What happens online in 60 seconds™
nfographic ilusty stes the sheer amount of
CONLENT CONSUMPUION that Nappentd in 0ne
MIBULe 0N the Major BBl 200l Mmedy
networks in the years 2014-16. This increas-
ing trend of content consumption has jed to
“content shock”, which some have argued Lo
be “unsustainadle becouse every human has
a physalogical, imvolable limit to the

amount of contant thary CAR CONSUMA™

sl sl all slinlln

Gobal Vidage

= Empowerment

o Capitatism
® Positivism

® Human Beings are
Socal Animals

The bar graph compares the global growth
of manthly voke traffic and smartphone
data tra*fic from 2011-2016. it ustrates a
SUONE NCease In data Ua*hic with & growth
Of 5O% Detween 2015-16 alcne. In compart-
300, vOKe trafic remalns consistently low,
With minienal growth. This growth in mobiie
data tra*fic resuits from both 3 rising
number of smartphone subscriptions and

201

2002

2013 20014 2015 2016

Source [ricwon Nobity Seport. 2006

Consumption Trends

Twod illustrate the i growth of digital media
consumption within the Last three to frve yoars:

Pupul Bisht, lan Kamau, Kashfia Rahman, Macy Siu / April 2017

MYTHS/ METAPHORS

® World 552 ® Tech = Progress
® Truth in Data

= Progress © Rise in Disposable Income

Measures
Increasing \ Increasing
Internet Increasing Access 1o
Piracy T Potendai for Content Tailored
Security Breaches to User Tastes
neh Increasing
h:“mv \:oo::tmm
Corporations

Accews 1o Dista

Gaven the proldferation and ease of access to
social and dygtal medsa today, It seems that
Internet hyperconnectivity has become
sodal norm, Digtal media consumption in
particular i rapidly rising, beinging with £ 3
myriad of EmpIKations at the Indrdual,
corporate. and social kevel.

Acausal layered analysis % this sockl

gystem depicts the systemic cousas, world

views, and myths and metaphars that

ultimatedy propel both the system and 29

N e Million 20.8
aithon

Capitalnm, positivism, and the innate nature
of human beings as wocisl animals are some
of the hidden drivers behind the rapid
doption of technoiogy that enable us to
thare, communicate, and connect. The
emergence of the internet of Things, howew
er, 15 8 shift that 5 enabling unprecedented
changes In social Behanviour.

What Happens Online
in 60 Seconds?

Design That
Satisfies Needs

+ Compulsive Design
+ Platform Development

Oata Mnm/—
TN

+ Realisstion of
User Sccial Users' Fundamental
Needs
-+,
+
+
DIGITAL MOTIVATION
Useof Need to Maintain N
Pk IDENTITY LOOP Digial Repitation LOOT

® D e

Value of Plarform

+
+
Usars' WWngness
10 Pay fox Access
Usery' Access _/
to Platform

Communities
o Praciscel for Conflict

Growing ’Rmn:d

Interest |
Decreasing
Patience & A i
Empathy 'otent!
Increasing forhiew
Careers
gepsin
communication
and empathy

Sudhes Show That MEtion behing digitsl
MAGS CONSUMPLION I FOOMRG In the
fulfiiment of five fundamental needs that
underpin ol sockl behaviour (WEF, 2016)
The Motivation Causal Loop here shows
the drivers which reinforce the use of onlne
platforms. Data insights and compuisive
design lead to the creation of platforms that
fulfill user needs, which Increases the
percatved value of the platform and the
USEr's WIlNENGSS 80 pay for 3dkess, thus
further driving use of the platform.

In many cates, indhduals exhibe different
behavicur patterns n dfferent online
contexts (L.e. sockal, professional) which in
twrn shape digedl identities. In fact. the rise
of aigtal madia launchad a reputation
economy whars personal success and
(epULatinn Nave become indeldly lnked™
(WEF. 2016) The Digital Identity Causal
LOOP thUs exists within the MOAAton Loop
and Ilustrates how the cumulative use of
digital media enabiles users to build scoal
currency. This reinforces the need to

ly Curate and an online
reputation, lesding 1o 4 tlurning of parsonal
and pecfessional identities. which Aurther
perpetuates use of online platformms for
<haring and consumption of digital media

The Fourth Industrial Revolution (the “digital revolution®) is disrupting

nearly every industry worldwide. Billions of people are connected to

the Internet through multiple devices with unlimited access to

information at all times. This hyperconnectivity is blurring the lines

between the physical and the digital and having profound effects on

every facet of life.

Increased Ungerstanding

Increasing

® Spend sevecal
hours watching

® Finish entire season

Implications of Hyper-

/

Stress &

NetMlix i & video.on demand platform that i<
currently the dominant channel providing.
access to high-quality fim and television
content coline. The reinorcng Content and
Platform Causal Loops are meant 1o be &
Caze SUy OF The SySTemic MOthatons
behing hyper dgeal (a2

Increasing

Decreasing

The Case of Netflix

highly cophicticated recommendation
TyStem - the 32t of “watching” through the
Netflix platform generates dota regarding
viewership preferences and user experience
that creates algonthmic insghts for Netfiue
They then craate further value %or

< S through high-quaiity content

cutiined in the Motivetion Loop relevant to

the digital media landscape). Netlixs most
distinctive vakue proposition 1o users is &5

personalisation and platform refinement,
which then ‘urther drives use of the
platform

\I/

‘BINGE WATCHING® Use of Neeflix
ADDICTION LOOP '

Rewarding Effecty/
Loss of Control

Increasing
Communication
Declining Problems

CONTENT LOOP

in one srting
* Endless recommendations
that sutoplay
Hyper of digital media that
IS BINGE-WATCHING jeads to impairment or distress has been
AS BAD AS CHAIN referrad to a5 Intamet addiction”, and has
SMOKING? been described "using terms [and criteria)

adapted from traditional addiction
medicine” (Common Sense, 2018). Research
a5 repurpossd gambing and smoking
BOAICTION TAMEWOTES 1O MESsUre intarnet
addiction.

10 the cace OF Net/ix, there hat been
SrOWING CONCEm over the e%ects of
"binge-watching” on mental and physical
health, Although no direct studies have
reported a causal relationship yet, the
Binge Watching Addiction Loop depsts
the behavioural implications of
hypetconsumprion as & fits within the
well-establshed four stages of a tobacco
addiction cyche.

COMMUNITY

The Bigger
Picture
why it matters

Seeking a Balance

To address concerns as well a5 to promote the benefits of increased digital media
use, a multi-stakeholder approach must be adopted in order to enable potential
system-wide changes, Four levers of change - data and insights, policy shifts,
public perception, and technology design - and specific initiatives are
recommended for each stakeholder group.

Parents

Monitor children’s digital media engagement

Act as "mentors” in guiding kids onto the Internet; educate children
about digital citizenship (Internet safety and ethical codes of conduct)

Be mindful of medelling the balanced behaviour that kids should
be exhibiting

Enforce falr rules about use of technology and digital media in sleep
environments and ensure children get: adequate physical activity,

& face-to-face communication, uninterrupted time for academic work,
downtime, and same alone time for self-reflection

' Install or utilize content filters, parental controls, and usage restriction
software on devices

The Individual

b Protect digital identities by being careful about what is shared online

Be aware of the terms and conditions of platforms and applications

o Build digital literacy and skills to use digital media responsibly

Seif-regulate to set aside offline tima for human connaction, healthy
d physical activity, and "downtime”, to prevent information overioad
and stress

Platform & Tech Providers

Establish open channels of communication with users and act on
their feedback

Use user data insights to conduct and publish research to cultivate
better understanding of the implications of media use on human
behaviour

Be transparent about how personal data are used to encourage
consumers to make informed choices

Sponsor public and nonprofit organizations that help to promote
beneficial use of digital media

Foster a corporate culture of accountability and soclal responsibility

@ Contribute to creating and maintaining industry best practices and
self-regulation

Cause

& Effect

the how

People &

Power
the who

Develop technology that not only serves individual users but also
addresses the rise of societal issues (i.e. sodal isolation, cyberbullying,
addiction)

4" Restrict minors’ access to harmful content by including age-appropriate
privacy settings, and better availability of parental controls

Banning certain features of "compulsive design,” such as auto-play and
infinite scroll

Public Sector

Conduct / fund more studies that help us to understand the implications
"'b of media use, particularly on children

Conduct / fund more research on the relationship between
media-related addiction and effects on social justice

Facilitate the creation of more social institutions and programs, such as
education and awareness campaigns designed to support both citizens
and the private sector

O Financially and socially support initiatives that help companies, the
public sector and consumers to better understand how data can be
collected and used to create social, economic and personal outcomes in
ways that protect privacy

Enhance existing standards and regulations for personal data privacy
and security

@ Establish and reinforce governance on preventing hateful, harmful
speech or propaganda

Levers of Change

e
b Data & Insight

CP Policy Shifts

& PublicPerception -f- Technology Design



e Anxiety
® Guilt / Regret

® Feeling of
worthlessness

e Fear of Missing
Out (FOMO)

e Spend several
hours watching

e Finish entire season
in one sitting

Data Generation

® New shows
ew show for Platform/ UX

® Ritualization
0N

Data Generation

Relapse for Content
+
Withdrawal +

‘BINGE WATCHING'’ Use of Netflix CONTENT LOOP
ADDICTION LOOP Platform

'WATCHING'

Rewarding Effects/
Loss of Control
+ 5
Reinforcing

at once

High Quality Content
Personalization

e No extra payment Platform

Refinement
e No need for social

interaction

® Endless recommendations
that autoplay

PLATFORM
+ LOOP

Algorithmic
Insights
(Content)

Algorithmic
Insights
(UX)
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Rules of thumb: Co-create

03
Co-create with
stakeholders

A business model can only be
sustainable if it’s open and
collaborative, so our approach
has to be the same.

To understand and redesign the
system, it's necessary to involve
many types of stakeholders, as well
as experts, to find root causes and
solutions that will work in practice.




Rules of thumb: Waste

04
Obsess over
waste and value

Waste is any resource, tangible
or not, that doesn’t have
significant value. So find find
waste and idle resources, and
remove or make use of them.

Stay laser-focused on what brings
value for people, profit and planet,
and what doesn’t.




Rules of thumb: Waste

Typical cost
structure In
the industry:

Marketing,

Damages

admin, IT etc.

Example

Rema
Insurance:
Preventing
damages is
win-win-win

REMA

Forsikring




Rules of thumb: Strategies 66

#45

05 #40
Apply proven

_ #22
strategies ng
NN,
#6
srofinance
Instead of starting entirely from s
scratch, take inspiration, copy Soomenony T o
and adapt proven strategies nowns  Differential
and patterns of sustainable Pricing
business models. G

Make use of the 45 patterns in

Ideation, then prototype lots of er f t b |
alternative business models, before | et O SUS alna e

from conaumplion due 10 proe
bamers

you test a few on stakeholders.

business m of \ﬁ“f
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Rules of thumb: Strategies

Service &
Performance

Patterns

Patterns that emphasise the functional
and service value of products and that
offer performance management, i.e.
how value propositions are defined
and delivered.

Sustainable Business Models
Service & Performance Patterns

Result-oriented Services

Solution

The client and provider in principle agree on a result, and there
is no pre-determined product involved. The service provider
owns the product and is responsible for its use. This creates
more accountability within the broader system for product
disposal, and higher likelihood of product repair, reuse and
recycling. The customer pays for an outcome and not for buying
or using a particular product.

Context

Replacing established and/or
complex products, or
technologies in a broader
sense, is challenging due to
several barriers to their
diffusion. In particular providers
of eco-friendly technologies
have to find ways to make their
offerings attractive.

Problem

Switching from old, often
inefficient products can be
complicated and expensive for
users. They are thus not willing
or able to invest in new, more
efficient products, or
technologies in a broader
sense. In some cases, this can
inhibit switching from old and
inefficient products to new,
more eco-friendly versions.

—

Example

Xerox introduced “pay per print”
solutions that have been followed
by most copier producers. Pay per
print means that the customer
pays per print, while the copier
producer takes over all activities
needed to perform the copying or
printing functions, including paper,
toner, maintenance, repair and
replacement of parts or whole
copiers if necessary.
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Rules of thumb: Test

06
Test and measure
what matters

To reduce risk of failure, we
test and experiment as early as
possible. Without data we are in
the dark, and we can make
more harm than good.

Identify risky assumptions, things that
just have to be true for success, and
test the ones you feel queasy about
first.




Rules of thumb: Test |
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Rules of thumb: Test

To make good
decisions we
need goals,

values and data

Designers sometimes over-prioritise
divergence and make vital decisions with
subjective voting and insufficient data.

DIVERGE

CREATE
CHOICES

O ee@&r & & o @ o B aE SO g

CONVERGE

MAKE
DECISIONS
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Rules of thumb: Test

The ‘scientific method’ applied to innovation

Find the opportunity Form an hypothesis
e | ook for gaps e \With data: Find commonalities/correlation
* Pick a goal and a KPI e Without data: Educated guess
e Measure baseline and/or set a target P a ¢ |deate improvements
N~
Create an experiment Analyse and decide
e Design a test or e Did we reach our target?
e Make changes in production e \Why/not?

e Measure/gather data e Repeat or go back




Rules of thumb: Test

Validating the market

Key questions:

Do enough people
consider this
problem important
enough to make up
an addressable
market for our value
proposition?

Are people actually
Ng to reach into thelir

will

wa

purchase sitL

et and bu

v in areal

ation?
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Rules of thumb: Test

Validating the market: Key methods

Smoke test

Pretend to sell your (fictional)
product to test if people are
willing to buy, register or pre-
order (at a price that covers
COSts).

Conjoint analysis

Based on an advanced survey,
statistically estimate consumers’
trade-offs and preferences for
different combinations of features
and prices.

Validation survey

After qualitative research, do a
survey to quantify how many
people have the main need/
problem you are targeting. If you
already have a product, ask
users how they would feel if it
disappeared.

Numerical prototype

Based on quick desk research
and educated guesses, you
make rough estimations of
market size or potential
revenues.

/3



Rules of thumb: Test

Validation survey
showed target group
iIs 15% of the market

«Has control»

«Strives for control» ll

e «Lost control»

@® Usikker Kontroll



Rules of thumb: Test

Smoke test to validate willingness to pay

A B
ATeepi RRRRRRRRRRRRRRRRRRRRRR ATeepi RRRRRRRRRRRRRRRRRRRRRR
Rent hjem - enkelt, trygt og Rent hjem - enkelt, trygt og
fornuftige priser! fornuftige priser!
Kun 1200,- per vask Kun 900, per vask
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The sustainable innovation process

Scale

Ideate 2. Solution Test strategise 3« BUSINESS Model Veasure

Discover 1. I“Sight

Direct

e Discover unmet needs of people, profit, planet e Take inspiration from proven strategies and living systems e Prototype the full business model as a system
e Map the system and flows in the value chain e Co-create solutions and business model changes e Define risky hypotheses, set up experiments
e Define clear outcomes and problems to be solved e Test prototypes on stakeholders e Set go-to-market strategy, scale up as risks go down




Value map

Four tools for Purpose Unit of analysis
sustainable business
model innovation
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Four tools for
sustainable business
model innovation

20 1deation
cards for
sustainable
innovation

P

How might we
remake our

product into
a service?

P

How might we
take ownership to
more of the
product lifecycle
and user journey
to retain value and
minimise costs?




Four tools for
sustainable business
model innovation

Sustainable Business Model Canvas e e o o
®
ANA& PEOPLE OUTCOME ©)
% STAKEHOLDERS & E] SEGMENTS AND NEEDS
ourk it " The sustainable solution, its key components
u»rf ey partners, surr)tp iers, g and the value it offers to people, including Target grolupl(s) of users, customers
ggtl%artmer?, suppg ers e;jn how it solves key problems and benefits and or beneficiaries, and the core
istributors for creating an impact for society. poorly-met needsl and jobs-to-be
retaining value. done that people in the group share.
0+9 2 ?
r» ¥
ACTIVITIES O RELATIONSHIPS
0 a (sl =)
Value

The key ongoing processes,
focus areas, development
projects, technology procedures
in the circular value chain etc.

—

Value \

A
.llﬂ.[[ PROFIT OUTCOME

The internal pitch about the superior value
the sustainable solution offers to the
business, and how it fits with strategy.

Tsition

@ PLANET OUTCOME

The solution and the benefits it has for
the planet, including positive impact
on the environment and biosphere.

The nature and basis of the
ongoing relationship between
you, users and other stakeholders
in the circular value chain.

Creation

@I RESOURCES

image, data etc.

The core unique strengths, advantages,
capabilities and assets we control,
including materials, human capabilities,
financial, network, infrastructure, brand

@9 COSTS

Outflows of money and value for
the business and relevant
stakeholders, including the key
metrics we aim to decrease.

. REVENUES

Inflows of money and value

for the business and relevant
stakeholders, including the key
metrics we aim to increase.

/

Value
Capture

K CHANNELS

Touchpoints and channels for interaction,
exchange and co-creation with users,
customers and stakeholders, including
loops for retrieving value.

Value ' %
Delivery

Source: Adapted from Blocken et al and Osterwalder
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Ci ity Platform Patt,

Four tools for Sharing Business

sustainable business S
model innovation Sharing, or collaboral Syl

supplier side of a plal
The product is sharec

:ndlvidual u;t:r needs Pay fo r s u ccess
n common that the ¢
Sustanable Business Models #2 2

but only for using it.
Supply Chain Patterns

When a product or other asset  Pr

is not used very often, when it re Employlng success-bas
is expensive or not fully proven  an providers of a new proc I - -
sy M nclusive Sourcin
consumers are not willng to e which payments depen
purchase it. Individual and ov success level.
exclusive ownership also eff A
means that more resources ot
must be used to satisfy
consumers’ needs. : N
The development of new Clien > # 6
products or services to solve insuff . . Sustainable Business Models
fundamental ecological or outoc Integrating local, low-incon Finanolng Patterny
social problems, such as or prt supply chains of existing fo

investing in a new drug, can be  an in

too risky for clients to do it limite providing financial support - -
DB80G ORI TEBOUILRs: local suppliers’ capabilities I c r 0 I n a n ce

A lack of attention to the Disruptions 2
livelihood of local suppliers by  and reputati # ’]
large corporations can often occur when vaiding small loans : Sustainable Business Models
B result in a decline in both the welfare ( " Pricing & Revenue Patterns
economic and sccial value. affected by access to conventiona

operations. through group-lending

guarantors for each ot D ifferential
Pricing

Traditional banks tend to “Bat
decline loans to "base of the inco
| pyramid” and low-income finar
groups because of high finar Charging groups

transaction costs and a lack of nee 2.8
collateral and credit history. tob sub5|d|ze those gre
engi
Base of the Pyramid (BoP) and
- low-income groups in both
developed and developing
countries are often excluded
L]

from consumption due to price
barriers.
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U
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@® H sustainable business modelin X 4

C

Work

& hovgaard.no/sustainable

Services

About Blog Online course Hngaard

W

9@ *» €

in (%] CONTACT

Download tools and resources for sustainable business model innovation

5 — ) Differential
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T e Microfinance @
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business mog

The sustainable business model canvas Patterns of sustainable business models

+ The value ma
P This is a deck of typical patterns business models that have

Two tools for co-creating business models and identifying a proven potential for good, sustainable impact. So you can
new opportunities for sustainable innovation. Print big, get take inspiration and copy from the best.

our post-its, gather key stakeholders and start prototyping.
b P g ¥ P yping Gototool —>

Go to tool —>

20 ideation
cards for
sustainable
innovation

— Hovgaa rd no/sustainable

How might we

remake our

product into
a service?

)

A\ )

How might we
take ownership to
more of the
product lifecycle
and user journey
to retain value and
minimise costs?

Ideation cards for sustainable innovation

Spark new ideas for circular solutions or sustainable

services with this deck of cards with research-based “"how

might we?” questions. Great for workshops.

Go to tool —>




—ow to get started:
Begin guerrilla
style, prove value,
then scale




How to get started 83

How to get started: Four tips

..

- B #
Start small, guerilla Sell the business Lean in like an Go big when you have
style with a couple opportunity using entrepreneur, and proven the value of
of colleagues numbers and stories play the long game sustainable innovation
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Move stead




Business design for
sustainable growth and
Innovation

Check it out at servicedesign.college




Questions for you:

e What do you now think
sustainable business
model innovation is
really about?

e What was you main
takeaways or aha
moments?



