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Executive Summary

This deliverable is the second deliverable in Work Package 3 (WP3) and the third deliverable to be
completed in the EMPOWER project. WP3 covers a variety of aspects in producing the business model
component for the EMPOWER toolbox, one of the main deliverables of EMPOWER. The deliverable
describes the methodology that will be used to design sound business models for EMPOWER services
(T3.3 “Business model development for lead cities”) and also includes guidelines for the
implementation of those models in the living labs (WP5), together with examples of criteria to assess
the models impact (WP6). The objective of T3.2 “Methodology and process for business model design”
has been to:

e develop the methodology and process of how to get to committed business model designs, in
general and specifically for the Living Lab Cities.

This deliverable has been developed in parallel to deliverable D3.1 “International review of business
models and best practice” and builds on the results generated in T3.1 “International review of
business models and best practice”and consequently presented in D3.1. The review performed in T3.1
generated four overall challenges for services that significantly should stimulate CFV users within a
city/region to shift to other travel options.

e How to create a customer relationship?
e  Which value to offer to customers?

e How to create a large user?

e How to monetise societal benefits?

In order to cope with these challenges, T3.1 generated ten key success factors for designing and
implementing incentive-scheme based business models promoting the reduction of Conventionally
Fuelled Vehicles (CFV) usage. These key success factors are operationalized into six core principles
used to design the Business Model Methodology, see Table ES 1. Consequently, the methodology
presented is based on these six principles to ensure that the work effort targets the challenges
identified for EMPOWER services and that the modelling work is managed towards the key success
factors identified. The six core design principles are as follows:

e Evolutionary development. The foundation of the methodology is that it is designed to organize
the work effort as an evolutionary process. A business model is not a static entity. It evolves over
time to meet the conditions for the business at specific times during its lifecycle. The methodology
will thus result tentative models for organizing the business at different stages pointing out
difference e.g. in value propositions and revenue streams.

o Collaborative process. The methodology is designed to facilitate a collaborative process, which
means 1) that business modelling is not viewed as a separate activity decoupled from e.g. technical
design or incentive development, 2) that the design and assessment of artefacts is regarded as
joint process involving perspectives from different organizations or stakeholders. The process that
the methodology comprises provides thus methodological support to facilitate stakeholder
involvement and joint activities to both design and evaluate outcomes.

e Stakeholder involvement. The methodology advocates multi-stakeholder involvement to avoid
that the business setup is defined only from the viewpoint of the service provider. A win+win+win
situation must be defined for the incentive-based business model to succeed. This requires that
attractive value propositions for multiple stakeholders are identified within a specific city/region.
The method contains techniques for identifying and involving stakeholders and also guidelines for
facilitating diverse groups of participants in workshop settings.



Sustainability adapted. EMPOWER services should generate both commercial and societal
benefits. Therefore, the methodology is not only designed to identify commercial benefits for the
services reducing CFV usage, but is also adapted to identify and incorporate societal values and
resources. Furthermore, it addresses how to generate societal streams of benefits and how these
can be monetized in order to build and operate a system where there are no clear and direct
monetary benefits for a region or a city.

Modern structure. The business model methodology relies on a modular design configured with
models (i.e. guidelines, criteria and method support) that have been proven practical and valuable
both in literature and current practice. The novelty of the methodology lies in the configuration
of the used models as these are derived from different disciplines — i.e. information systems,
management, transport studies and innovation theories — providing state-of-art modelling
techniques, implementation guidelines and assessment criteria to speed-up the development
process and enable easy communication of results.

Integrated marketing and communication approach. Three of the four challenges in developing
successful EMPOWER services are, according to D3.1 (see above), related to user aspects. The
requirement to develop an effective marketing and communication approach using social
innovation for the participating cities/regions has also influenced the design of the business model
methodology.

The following table shows the mapping of the Key Success Factors to these

six Core Design Principles. Key Success Factors identified in T3.1 (consider chapter 5in | Core Design Principle
D3.1 “International review of business models and best practice”)

1) Incentive-scheme business models require a strategic marketing approach to attract both users Integrated marketing
and incentive providers to the scheme, utilizing not only traditional expensive marketing campaigns and communication
but also mindfully designed social media utilization to create impact. approach

2)  AnIncentive-scheme business model is not a static entity. It should be viewed as an evolutionary
process that involves continually changes in the business model setup and also the organizational
design.

Evolutionary
development

3)  Incentive-scheme business models should evolve in terms of the value proposition. The model
should not be over-engineered to suit only one ideal situation, rather should the design meet
conditions connected to different phases: e.g. a value proposition when the service is introduced, a
value proposition to build user base and user engagement and a value proposition when extensive
user base is reached.

Evolutionary
development

4)  Anincentive-scheme business model should be developed intertwined with the technical
solution; i.e. the design of the technical system and the incentives that operationalize the value Collaborative process
propositions in the model

5)  Anincentive-scheme business model should be designed for a multi-sided market that goes
beyond the dyadic relationship between one buyer and one seller, and might require the design of Stakeholder
new relationships between customers and suppliers or the utilization of proxy organisations that involvement
provide such relationships to the market.

6)  Anincentive-scheme business model should be a win+win+win enabler providing value to several
different stakeholders and customers (service operator, incentive partners, travellers). The value
that the EMPOWER services provide for stakeholders lies in the new value that is created through
the provision of positive incentives that in turn should be connected to smart travel choices. The
perspective of different stakeholders should be included when the business model is designed.

Stakeholder
involvement

7)  Incentive-scheme business models promoting the reduction of CFV use rely in early stages on
operator funding, but alternative and complementing commercial revenue streams can be created
and should be identified for a situation when the system reaches a large user base.

Evolutionary
development

8)  Anincentive-scheme business model should be developed based on available techniques and best
practice. EMPOWER will use state-of-art modelling techniques and existing business model Modern structure
archetypes to speed-up the development process and enable easy communication of results.

9)  Anincentive-scheme business model should provide a comprehensive and attractive model for the
business setup. When multiple stakeholders are involved, a common vocabulary regarding the Stakeholder
EMPOWER tool/service should be established in the beginning and all the perspectives on “value” involvement
should be taken into account.

10) Incentive-based business models should be designed mindfully in respect to sustainability. E.g. in
the choice of partners, combining distribution channels, consider re-use or cradle-to-cradle in the Sustainability adapted
value proposition, etc.

Table ES 1: Key Success Factors, Core Principles and Methodology Impact



Figure ES 1 show the components of the business model methodology used within this deliverable.

Assessment
(Chapter 5)

Design
(Chapter 3)

Implementation
(Chapter 4)

Figure ES 1: Components in the Business Model Methodology

The Design component will organize and support the upcoming modelling efforts that will be
performed in T3.3 in M4-M8. This component is described in terms of activity structure, styles used
to organize workshops and guide facilitator behaviour, stakeholder involvement and preferred
methods and models that will be used as support at different stages during the design work. The step-
by-step implementation of this component to organize T3.3 is presented sections 3.3 and 3.4, consider

Figure ES 2 (or the Appendix).
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Figure ES 2: The Business Model Design Component in EMPOWER




The Implementation component will organize and support the efforts to implement and test the
business models during the Living Lab Trials that will begin in 2016 within T5.2 “Living Lab
Experiments”. As it will be an integrated component of the Living Lab operation plans developed in
T5.1 “Operational Preparation”, it is only partly completer. This component is presented in terms of
an overall approach. It provides guidance how the content of the business model designs (to be
presented in D3.3) should be used to define the living lab implementation design (see Table ES 2). It
also provide an account of how reviewed models and methods in D3.1 can support the
implementation work that will be organized in T5.1 "Operational Preparation” and implemented in
T5.2 “Living Lab Experiments”.

Outcome from Task 3.3 as will
be described in D3.3

Input in Task 5.1

Pillar

Business model
component

Impact on Living Lab Operational Preparation

Product

Value Proposition

The value propositions stated in the business plan will support the living lab
coordinators with shaping offers to users as well as stakeholders to attract them
for participating in the living lab. Examples of stakeholders are incentive providers
who must be attracted by the value that the EMPOWER service provides.

Customer
Interface

Customer Segments

For each living lab, the business model will state primary and non-primary
customers / users. This information will be imperative for the coordinators of the
living labs as they are responsible for the recruitment of relevant participants to
the lab. There must be a good fit between the intended users described in the
business models and the actual participants that are recruited to the labs.

Customer
Relationships

One of the challenges identified in T3.1/D3.1 is related to creating customer
relationships between a city or road authority and CFV users when no accessible
relationships are in place that can be used as basis to add new value to. The
business model design has addressed this challenge for each living lab. This means
that the living lab coordinator can use these findings as a base to establish a good
relationship between the city and user groups, for example by using proxy
organisations.

Channels

The business models will provide direction for possible channels for marketing the
EMPOWER service to users and stakeholders, incentive provisions, etc. This can
be used by the living lab coordinator to set up the living lab and to organize the
experiments.

Infrastructure
Management

Key Resources

The business model will state key resources for launching, operating and
maintaining the service. Some resources will be in place which the living lab
coordinator can utilize, others have yet to be acquired, which the coordinator
must ensure if they are needed to operate the living lab.

Key Activities

The business model will state key activities for launching, operating and
maintaining the service. Some activities will be in place which the living lab
coordinator can utilize, others have yet to be realized, which the coordinator must
ensure if they are needed to operate the living lab.

Key Partnerships

The business model will state key partnerships for launching, operating and
maintaining the service. Some partnerships will be in place which the living lab
coordinator can utilize, others have yet to be organized, which the coordinator
must ensure if they are needed to operate the living lab.

Financial
aspects

Revenue Streams

The business model design will provide insights into expected revenue streams
for different stages in the EMPOWER service lifecycle. The living lab coordinator
can use this to plan the operation of the lab and also define criteria to assess if
these revenue assumptions are realistic based on the results from the trials. These
findings will enable the project to determine if the services put to trial in
EMPOWER are economically feasible.

Cost Structure

The business model will provide insights into what the service will cost at different
stages such as launching, building user base, retaining users in the scheme,
operational costs etc.




Table ES 2: Linking the Business Model Designs to the Living Lab Implementation Designs

The Assessment component will be used to evaluate the interventions performed in Living Labs. As it
will be an integrated component of the Living Lab operation plans developed in T5.1 “Operational

Preparation”, it is only partly completed.

The presentation of the methodology is concluded with chapter 6 displaying the results of a self-
assessment of strengths, weaknesses, opportunities (value) and threats (challenges) related to the
methodology as well as the implementation of the methodology in EMPOWER (see ES Table 3). The
assessment highlights important issues that will be monitored in the use the methodology to ensure
that it enables the project to productively generate, test and evaluate sound business models for the

services in EMPOWER.

Strengths

Weaknesses

e The methodology stimulates evolutionary design of
sound business models for EMPOWER services that aim
to reduce CFV usage

The methodology is based on a collaborative approach
that acknowledges the value of bringing external
participants to the design process and facilitates that the
outcome of the process is transferred to later activities
within the project.

The methodology stimulates involvement of stakeholders
through its workshop structure. This is imperative as the
investigation performed in T3.1 states that a
win+win+win situation must be defined and establish in
order for EMPOWER services to succeed.

The methodology develops business models that are
sustainability adapted. That means, for example, that the
identification of monetized revenue streams is
complemented by the identification of societal benefits.
The novelty in the methodology relies in its
configurations of modern structures (methods and
models) that are pulled from different fields, such as
innovation management, transport studies, information
systems and management.

The methodology includes an integrated marketing and
communication approach, which means that the business
models that will be defined not only will describe the
internal structure of the businesses that should operate
the EMPOWER services, but also how the value with
these services should be communicated to intended
users through traditional marketing campaigns and also
the use of social media and networking.

e The methodology, especially the implementation and
assessment component, are dependent on structures
that will be developed in later stages of the project in
order to be finalized.

The methodology needs active stakeholder involvement
in order to work effectively.

e The methodology will be used to develop business
models with several instances that describe the evolution
of the business operating the service. The weakness with
evolutionary design is that it is more complex to
communicate than a static general model.

One tentative risk is that the methodology is so heavily
connected to the key success factors and the challenges
identified in T3.1. During the continuation of the project
other success factors or challenges may surface which
require other components in the methodology.

Opportunities (values)

Threats (challenges)

e The methodology is a comprehensive tool that is easy to
use and communicate which will enable the creation of
sound models that in turn can create committed cities to
implement the services

e Through the grounding of the methodology in best
practice it is a proven technique that will foster an
efficient and productive process that in turn will facilitate
that the EMPOWER toolkit will comprehensive.

e The methodology is anchored in the challenges identified
in T3.1 for EMPOWER services operated by city
authorities or road agencies, which means that it will
address those and similar challenges during design work.

e The methodology will initiate rapid progress in
EMPOWER and WP3, and ensure that the early work

* No mobilization of required stakeholder involvement

e The evolutionary approach to develop business models
results in complex models which are too hard to
implement.

e The outcome from the utilization of the method has no

or limited impact on other tasks (development, incentive

design, trials).

Input from parallel tasks needed to develop, implement,

and assess the business models does not reach the team

when the method is used in spite of good efforts.

If the methodology is followed too strictly and not

adapted due to changes in the conditions (key factors,

challenges), then this creates the threat that the team

does not pick up the changes in the conditions and




performed in this work package will ignite and facilitate
the effort in parallel work packages in the project.

develop business setups that does not become sound for
the city / region.

Table ES 3: Business Model Methodology SWOT
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Short abstract
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Relation to other WPs

Relation to other WPs (also consider section 1.1)

WP 1

No strong direct links of T3.2 with WP1

WP 2

No strong direct links of T3.2 with WP2

WP 4

The business models consists of different parts, like value propositions and
communication channels to users, which are all relevant for the work in WP 4. T3.2
provides insights to WP 4 on important components of successful business models.

WP 5

D3.2 transform the key success factors derived in D3.1 in to guide lines for implementing
business models in urban environments. WP5 will use these guidelines in the design of the
Living Lab (LL) operations (T 5.1, T5.2) and further on in the scheme design within WP5.

WP 6

D3.2 include a number of assessment criteria that act as basis for designing appropriate
components in the evaluation method developed in T6.3 in WP6 and used in the
assessment performed in T6.4.

WP 7

The guidelines for designing and implementing business models in urban environments
will act as input for the roll out of results in take-up cities (T7.4).

Challenges and Risks

Deliverable deadline shortly after project start and during holiday season. *

The implementation and assessment components of the Methodology are integrated parts
in deliverables produced in WP5 and WP6. These deliverables have not been developed
when T3.2 was performed. The finalisation of component 2 and 3 will be performed
within T5.1 and T6.3. D3.2 provides early input to these future tasks.
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publication
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