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Abstract 
This master thesis report – which is partly accomplished in Almaty, Kazakhstan – will provide 
insights in the practice of business model designing, particularly related to customer relationship 
management and add-on selling, in Central Asia.  
The business model needs to anticipate on the characteristics of the Central Asian way of doing 
business. Some mayor differences can be distinguished between these five emerging countries 
and the West, regarding the point of gravity in the business model and the way it affects the 
overall design. Strong, long lasting relationships are essential. 
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This report is the result of my graduation project for the completion of the Master of Science 
degree in Innovation Management at the Eindhoven University of Technology. During the time 
of my graduation project I have partly lived in Almaty, Kazakhstan, where I could use the office 
and facilities of COMPANY E. It was a time I sincerely enjoyed and I was delighted that I could 
spend this time together with my good friend Merijn Timmermans. I want to thank him for being 
my companion and someone I could rely on. 
Next to the eleven in-depth interviews we have conducted at several Western companies, I 
learned a lot from staying at the COMPANY E-office where I was surrounded by lovely 
colleagues. I’m grateful for their warmth and hospitality, not only during work hours but 
throughout the entire time of my stay, thank you all.  
Regarding my time in Kazakhstan, I want to thank one person in particular. Mister E, owner and 
managing director of COMPANY E, offered me the opportunity to carry out this out of the 
ordinary research. Next to this he supported me where necessary and he made my stay a great 
experience I will never forget. 
Central Asia is a part of the world that is still unknown and unexplored by most people and 
organizations, although the overwhelming natural beauty, the fascinating culture, and above all 
incredibly high business potential. Unfortunately, the same account for science and therefore I 
am glad that this exploratory research add substantial value, as well indications for future 
research. 
This thesis is written under supervision of Dr. Myriam Cloodt and Prof. Dr. Leo Verhoef. I want 
to thank both of them for their guidance, theoretical insights, and critical views. Without their 
help and input it would not have been possible to carry out this master thesis research project.  
Finally, special thanks go out to my family for supporting me unconditionally in every way they 
possibly could.  
 
                       

Tim Clement 
 

Maarheeze, November 2010 



 4

Executive Summery 
This master thesis project is the final part of the Innovation Management master program at the 
Eindhoven University of Technology.  
The aim of this research is to provide insights in the practice of business model designing in 
Central Asia (Kazakhstan, Kirgizstan, Uzbekistan, Tajikistan, and Turkmenistan).  
The research data collection took place in Almaty (Kazakhstan), from the 24th of May till the 17th 
of July 2010 in order to find an answer on the following research question: 
 
Should the center of gravity in the business model design rest on the customer 
relationship building block and how will this result in the practice of CRM and add-on 
selling in central Asia? 
 
This question builds on the strong belief that the business model needs to anticipate on the 
importance of relationships in the Central Asian way of doing business. Some mayor differences 
can be distinguished between these five emerging countries and the West, regarding the point 
of gravity in the business model and the way it affects the overall design. 
By the term “business model” in this thesis is meant the description of the rationale of how an 
organization creates, delivers and captures value (Osterwalder, Pigneur; 2009). Regarding the 
research question, the center of gravity in the business model of Osterwalder et al. should lay 
on the relationship building block as indicated by figure I. 
 

 
Figure I; Gravity in the business model on customer relationships 

 
Next to this, the research question suggests that this gravity results in the practice of Customer 
Relationship Management (CRM) and in add-on selling. 
CRM can be used to manage the relationships with customers and one of the main benefits of 
this practice is the creation of add-on selling. This means increasing your sales by either cross-
selling, up-selling, or re-selling. Long-life customers are expected to purchase more from the 
company than new customers and add-on selling is the main mechanism to enhance this sale 
increase.  
 
The research data collection is done by Interviewing Western companies that are visibly active 
on the Central Asian market.  By 11 semi-structured interviews, information is collected about 
their business models, CRM, and the practice of add-on selling.  
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The interviews are conducted equally in the 5 biggest areas where foreign investment takes 
place: Oil & Gas Industry, Mining Industry, Banking / financial sector, Consumer goods, and 
Consultancy. The companies originate from four different Western countries and exist of two 
medium sized companies (20 - 50 employees), four bigger, and four smaller firms. 
The interviewees are all in top management and even, when not considering one case, 
exclusively CEO or an equivalent. They all were aware of business modeling and Customer 
Relationship Management and almost all of them with add-on selling. 
 
The bulk of information out of these interviews is analyzed and can roughly graphically been 
exposed as done by figure II. 
 

 
Figure II; Representation of intern forces around customer relationships 
 
Strong, long lasting relations need to be established with customers. In respect to the business 
model of Osterwalder, this happens in the customer relationship building block. Osterwalder 
conceptualizes this block as follows: “The relationship element describes the relationship a 
company establishes with a target customer segment. A relationship is based on customer 
equity and can be decomposed into several relationship mechanisms” (Osterwalder; 2004; page 
71).   
The term customer equity in this conceptualization is composed by: customer acquisition, 
customer retention, and add-on selling. By the term relationship mechanisms the scientist relies 
on mechanisms that have the function of personalization, trust building, and / or brand building. 
These three functions are clearly present in Central Asia as indicated by figure II (A, B, D, M & 
P). Next to this, the figure gives a plain representation of the forces around the strong, long 
lasting relationships. All building blocks need to anticipate on the gravity of the business model 
on the customer relationship building block.  
 
The importance of the customer relationships makes it vital to an organization to manage them 
carefully. Customer Relationship Management is adapted in the business model of Western 
companies and even indicated as a main key-activity that is crucial to them (M).  
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The term customer equity is used by Osterwalder to indicate three factors where the relations 
are based on: customer acquisition, customer retention, and add-on selling. Indeed, the 
Western companies operating in Central Asia establish their customer acquisition and customer 
retention by the use of CRM.  
Add-on selling is the mechanism to take advantage of the strong long lasting relationships with 
customers. The Western companies see their customer base as a resource that is worth a lot of 
money (P). Making re- up- or cross-sells is indicated as the method to make profit out of this 
resource (K).  
 
In summery: Western companies, actively and visibly operating on the Central Asian market 
need to anticipate on the importance of customer relationships. The center of gravity in their 
business model needs to rest on the relationship building block. Customer Relationship 
Management is widely used by the companies to mange the relationships with the customer and 
indicated as one of the key-activities they perform. Add-on selling is the mechanism to take 
advantage from these relations by making a re-sell, up-sell, or cross-sell. 
 
Future research is needed to be able to develop design rules for business modeling and to 
increase the understanding of the practices of CRM and add-on selling in Central Asia. 
It would be interesting to investigate the different building blocks in more detail, especially the 
key-partners and channels, because of their uniqueness in relation with Central Asia.  
Overall this research has provided a helicopter view of the market, but more research is needed 
in order to argue how different choices in the business model are linked with success. Foreign 
investment is growing exponentially and the need for this fundamental business science is also 
becoming more and more accurate. 
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1. Introduction 
An important impact on economies of the 21st century is the ongoing process of globalization, 
resulting in a linkage between rich and poor economies, and in transmitting capital, knowledge, 
ideas, and value systems across borders.  
Especially emerging and developing economies profit from globalization in terms of growth rates 
far above average (represented by figure 1). Obviously the key aspect of this advantage lies in 
these poorer nations to acquire more capital and scale the technological ladder. They simply 
have huge opportunities for improvement in many sectors of their economy and therefore they 
can advantage from big growth by upgrading their economy. Of course, they undertake some 
capital formation on their own, but in the era of globalization, they increasingly rely on foreign 
direct investment (FDI).(Schmidt, Culpeper; 2003)(Kumar; 2007). 
 

 
Figure 1; GDP growth, source: World Economic Outlook - April 2010 
 
FDI is an integral part of an open and effective international economic system and a major 
catalyst to development. When stakeholders in both, home and host countries, understand how 
FDI influences economic development and national welfare, this process is mutually beneficial.  
The expectation that FDI will benefit the local economy has motivated many governments to 
offer attractive incentive packages to attract investors. On the other hand, the investing party 
should know what unique country specific characteristics influence the way of doing business in 
these nations in order to be successful (World Bank Group; 2010) (International Monetary Fund; 
2010) (Lim; 2001). “Successful companies develop strategies for doing business in emerging 
markets that are different from those they use at home and often find novel ways of 
implementing them, too.” (Khanna, Palepu, Sinha; 2005; page 64). When they are successful, 
the investing firm can profit from the enormous economic growth as well.  
As an illustration, normally McDonald's outsources most of its supply chain operations. But 
when the fast food company tried to move into Russia in 1990, the company was unable to find 
local suppliers. McDonald's decided to go in business with its joint venture partner, the Moscow 
City Administration. This company identified Russian farmers and bakers, imported cattle from 
Holland and potatoes from America, brought in agricultural specialists from Canada and Europe, 
and built a 100,000 square-foot McComplex in Moscow to produce beef; bakery, potato, and 
dairy products. Now, fifteen years after serving its first Big Mac in Moscow's Pushkin Square, 
McDonald's controls 80% of the Russian fast-food market. (Khanna, et al.; 2005). 
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1.1. Central Asia 
An interesting area where FDI significantly increased over the last few years is Central Asia.  
Many definitions for this part of the world exist, but most common is the one that includes the 
five republics of the former Soviet Union: Kazakhstan , The Republic of Kyrgyzstan , 
Tajikistan , Turkmenistan , and Uzbekistan  (Represented by figure 2). The more 
then 4.000.000 square kilometers are populated by 61.5 million people.  The region contains a 
significant base of the world’s natural resources, and together with its strategic position as a 
gateway between Europe and Asia, the region is an attractive market for investors.   
 

 Figure 2; Central Asia 
 
All these economies have had a legacy of socialist-oriented economic policies, now they have 
embarked on market-oriented reforms emphasizing macroeconomic stabilization, trade 
openness, and private sector development (Dowling, Wignaraja; 2006). As a result of this, there 
has been a gigantic increase in FDI, albeit strongly centered in Kazakhstan (Represented by 
figure 3).  
 

 
Figure 3; FDI Central Asia, source: United Nations Conference on Trade and Development; Global monitoring report 
(2010), World Bank Group. 
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Many companies already have been aware and took advantage from the enormous 
opportunities that Central Asia offers. Most of them are doing so by operating from a 
headquarter in Almaty, “the economical capital” of Central Asia.  
When looking to the GDP growth and prospects for Kazakhstan, easily can be noticed that 
despite of the world crisis, growth is still positive and the outlook for 2010 and 2011 from the 
Asian Development Bank is 2,5% and 3,5% respectively. However, currently the economy 
seems to be recovering better than expected and the first four months of 2010 showed a growth 
of 7,6% in GDP. According to the CEO of COMPANY K Kazakhstan the growth in GDP will 
probably be back on the level of 2006 at the end of this year. Besides, the four other Central 
Asian countries are all showing a positive growth over the last years as well. (Represented by 
figure 4). 
 

 
Figure 4; GDP growth Kazakhstan, source: Asian Development Bank, Royal Bank of Scotland. 
 
However, the Kazakh economy was, and remains highly resource-dependent, with 
manufacturing accounting for 11 percent and agriculture 5 percent of GDP in 2008. In contrast, 
minerals, oil and gas, accounted for 73 percent of exports and 39 percent of GDP. 
Consequently, the Government has made diversification of the economy a development priority.  
The business climate is difficult, but the government is pushing for improvements. Doing 
Business 2010, a yearly report from the World Bank, ranks Kazakhstan at 63rd out of 183 
economies. One of the most promising programs as introduced by the Kazakh government is 
the long-term development strategy "Kazakhstan-2030: Prosperity, security and improved living 
standards for all Kazakhs". The ultimate goal of this program is to be among the 50 most 
competitive economies in the world. (The Foreign Investors’ Council of Kazakhstan) (Ministry of 
Foreign Affairs of The Republic of Kazakhstan) 
As proposed earlier in the introduction, when foreign countries want to take advantage of the 
opportunities of an emerging country, they need to adapt there business to the specific 
characteristics of that country. This does not differ in the case of Central Asia as explained in 
the next paragraph. 

1.2. Business Approach in Central Asia 
Characteristics that influence the way of doing business on Asian- and Russian markets are 
thoroughly investigated by scientists. This does not account for Central Asia. Independence 
dates back to the year 1991 and foreign direct investment started to expend steadily around the 
year 2005. This newness of the market and the ignorance by companies over the years, and 
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therefore practical relevance of science, results in an almost absence of scientific work that 
focuses on the specific characteristics of the market in this part of the world. Nevertheless there 
is a strong belief that the importance of relationships with customers is typical for Kazakhstan 
and the rest of Central Asia. 
The relationship aspect is even a fundamental part as stated in a course “doing business in 
central Asia” by the Michigan State University. The course pointed on the importance of building 
a relationship with your customers in this region. The only way to succeed is by creating 
friendship before actual doing business. In the comparison they made between doing business 
in North America and in Central Asia this becomes even more clear (Represented by figure 5).  
 

 
Figure 5; Difference in doing business North America and Central Asia, source: Michigan State University.  
 
Other courses like that of Communicaid, a leading company in training and consultancy focused 
on culture and communication skills that improves a firm’s global performance, strongly point on 
establishing close personal contacts which are key to all business dealings in Central Asia. C. 
Malinak, MA Intercultural Communication, states in her essay that the inhabitants prefer to get 
to know a person before entering into business with them and committing themselves to 
business decisions (Malinak; 2009). 
Maybe the most well-known researcher in the field of international business cultures is Geert 
Hofstede. Unfortunately he is not paying attention towards the five countries that outline Central 
Asia himself. But, in a paper focusing on Kazakhstan the cultural dimensions as supposed by 
Hofstede are used to identify the characteristics of the Kazakh market. The authors indicate the 
Kazakhstan management culture as a being rather than a doing culture with a high degree of 
uncertainty avoidance. The absence of initiative, lack of creativity, and passivity (doing versus 
being dimension) are the main characteristics of people behavior. In order to tackle uncertainty, 
the Kazakhstan management culture is particularistic and family oriented: people treat 
professional partners or customers on the basis of relations. People tend to mix private and 
professional life, i.e. people do not separate their “life spaces”. In other words, have good 
results in the work, one has to create good relationships with people. In summery, In order to do 
business, one has to establish trustful relationships with business partners first. Doing business 
with friends is seen as less risky than doing business with a stranger (Muratbekova, Besseyre 
des Horts; 2009). 

1.3. Problem Definition 
Previous paragraph indicates the strong belief that the business culture in Central Asia is 
orientated around establishing and maintaining relationships with customers, but it also 
indicates the absence of scientific work. 
Western companies that are willing to operate on the Central Asian market have to deal with 
these issues regarding their way of doing business. This thesis is paying attention on the 
impotence of relationship management in Central Asia in order to be successful on the market. 
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More specifically; how should a Western company deal with these relationships regarding their 
business model.  
By the term “business model” in this thesis is meant the description of the rationale of how an 
organization creates, delivers and captures value (Osterwalder, Pigneur; 2009).  
When companies shape their business model around relationship management and because a 
business model is about creating, delivering, and capturing value, another interesting question 
automatically remains. Namely, what is the best way to take advantage from such a business 
model?  

1.4. COMPANY E LLP 
COMPANY E LLP is a Western company operating on the Central Asian market. This Dutch 
originated company is willing to maintain and enlarge their position in the mining industry in 
Central Asia. As a supplier of goods and machinery (mainly drilling equipment and the needed 
drilling tools) in Kazakhstan, Kyrgyzstan, and Uzbekistan, SLH-International encounters tough 
difficulties in doing business in these post soviet states. On the other hand they are aware of the 
enormous opportunities, which provide an interesting prospect for the near future of the 
company.  
The company is created (and still owned) by Mister E in February 2008. From that time 
COMPANY E has growth towards a trustful well-known player on the market. It is a small 
company that employs five highly qualified locals and together they supply their Kazakh and 
Kirgiz centered customer base with four brands that represent high industry standards (Boart 
Longyear, Monarch, Fordia, and HUD).  
They do so from their representative office in Almaty, Kazakhstan, but more offices will be 
opened in the upcoming years. 
More detailed information about COMPANY E can be found in the business plan that is created 
as a deliverable for the company (appendix I).  
Due to the willingness of a scientifically approach for their future planning, the need for this 
master thesis turns up. This thesis is paying attention on the importance of relationship 
management in Central Asia in order to be successful on the market. COMPANY E has 
internally the idea to focus on add-on selling in the near future to profit from their customer 
base. This thesis will help to justify this decision and to find the underlying logic in their business 
model and customer approach. 
In the next paragraph the content of this report is presented and it explains how this thesis will 
come towards its findings that can help Western companies who are already on the market or 
are planning to go and COMPANY E particularly.  

1.5. The Content of this Report 
The next chapter, 2. literature review, will start with an investigation of the existing scientific 
work in the fields of business models, relationship management, and other related topics. The 
outcome of the review gives a deeper understanding in how the different subjects are 
interrelated.  
The gap that exists about these findings in the context of Central Asia is represented by the 
research question and its sub-questions in chapter 3. Research Methodology and Objectives. 
This chapter provides detailed insights in the way the research is performed. Beside in-depth 
data about COMPANY E, the data gathered comes mainly from eleven interviews kept at 
Western companies that are visibly active on the Central Asian market.  
The data is presented in terms of a first analysis in chapter 4. Results and linked to the literature 
by chapter 5. Conclusion and Discussion. Obviously, here are the research questions revisited, 
as well the managerial recommendations given, and the limitations and future research 
directions are discussed. 
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2. Literature Review 
This literature review will start with information about the way literature is allocated and 
analyzed in 2.1.1. Review Background. Paragraph, 2.2. Business models, will focus on the “the 
business model”. There are different kinds of theories regarding the business model and 
therefore an investigation will follow about the best way to conceptualize it. Besides this, internal 
and external forces on the business model will be discussed. 
Paragraph 2.3. Value will provide insights in how an organization creates, delivers and captures 
value. This section has a strong link with the business model and additionally it will pay attention 
to focus areas regarding the business model and strategy, related to value. The paragraph will 
end with reporting about the connection between previous and the management of the 
relationships with a venture’s (potential) customers, here expressed by the term customer 
relationship management (CRM). 
In order to complete the support of the problem definition theoretically, the practice of add-on 
selling will be discussed in paragraph 2.4. Customer Equity & Add-on Selling as a mechanism to 
benefit from CRM, as well the way it is embedded in the business model. 
When reading trough this literature review, the reader will get a chronologically well structured 
analysis that ends with a conclusion in paragraph 2.5. Conclusion, that will help to determine the 
methodology and objectives of the main research with help of paragraph 2.6. Metaphorical 
explanation. This last paragraph increases understanding on the topics and their interaction.  

2.1.1. Review Background  
First the leading scientists and their work are identified in the fields of business models, 
strategy, value disciplines, business growth, stakeholder value, CRM, and add-on selling. This 
identification started by using the databases of Science Direct and ABI / Inform and proceeded 
by an extensive search by journal screening and using the references of the best and most 
recent contributions in science.  
Due to the different fields of exploration an immense number of articles are found. A reduction 
took place by first scaling them for importance followed by cancelation of approximately 75% of 
the papers for each field of exploration. This scaling process occurred in two ways: manual, by 
reading the abstract, managerial implications, and conclusions, and secondly digital, by 
screening for word combinations using the search command of windows explorer in order to find 
the connections between the different fields of exploration.  

2.2. Business Models 
As indicated in the introduction and previous chapter, the business model will be the fundament 
and consequently the starting point of this literature review.  
The field of business models is not yet explored in large extends by researchers. This is quite 
surprising because of its vital importance for entrepreneurs and general managers. This lack of 
attention so far devoted in terms of academic research, results in an unclear and to a certain 
extent unknown landscape in the world of science in this area (Zot, Amit; 2008.) No consensus 
exists regarding the definition, nature, and evolution of business models (Morris, Schindehutte, 
Allen; 2003; page 726).  
Despite this problem, scientists and practitioners agreed in the actuality of significance of the 
business model. A founder’s or manager’s organization is built on a sound business model, 
whether or not they conceive this or of what they do in those terms. It is the model that enables 
the organization to sustain its position in the industry value chain over time. (Magretta; 2002) 
(Chesbrough, Rosenbloom; 2002) 
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The next section will briefly indicate how leading scientists conceptualize the business models. 
This will be followed by paragraph 2.2.2. Common characteristics. There is an overlap in the 
way these leading scientists think about the business model and about what aspects should be 
in it. This will be analyzed in this paragraph, followed by a more in-depth explanation of the 
business model as proposed by Osterwalder et al.  
Paragraph 2.2.3. Stakeholders indicates forces that influence or are influenced by the business 
model design and paragraph 2.2.4. Organizational growth shows the relation between the life 
cycle of a company and the way it designs its business model. 

2.2.1. How to Conceptualize the Business Model  
The Business Model concept is a frequently discussed subject between academics and used by 
practitioners (Alt, Zimmerman; 2001). But what precisely is the business model? It is a question 
whereby no univocal answer is present in science, neither there is in practice. For now there is 
only one main conclusion that follows from the way academic as well as business literature 
defines the concept of a business model. This is, definitions and proposed components of a 
business model vary greatly and the business models are still relatively poorly understood. 
(Linder, Cantrell; 2000) The next section briefly pays attention to several leading scientist 
regarding their ideas about “the business model”.  
 
 Chesbrough & Rosenbloom 

 
•  The business model provides a coherent framework that takes technological 

characteristics and potentials as inputs, and converts them through customers and 
markets into economic outputs (Chesbrough, Rosenbloom; 2002; page 532). 

 
Chesbrough et al. see the business model in its most basic sense as a method of doing 
business by which a company can sustain itself, namely by generating revenue. The model as 
shown in figure 6, consists of six attributes. These attributes have no underlying structure 
although the model is presented as a holistic approach. They see their business model as a 
mediating construct between technology and economic value. Every time the company faces a 
new opportunity that does not fit the current model, a so called spinoff can be undertaken. The 
model is strongly focused on e-business models but can be implemented in other business 
directions as well. (Chesbrough, et al.; 2002) 
 

                  
Figure 6; Business model, Chesbrough et al.; 2002              Figure 7; Business model, Morris et al.; 2003 
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 Morris, Schindehutte & Allen 

 
•  A concise representation of how an interrelated set of decision variables in the areas of 

venture strategy, architecture, and economics are addressed to create sustainable 
competitive advantage in the defined markets (Morris, Schindehutte, Allen; 2003; page 
727). 

 
Quite similar to the model of Chesbrough & Rosenbloom, a six-component framework is 
proposed for characterizing the business model (Represented by figure 7). Morris, et al. are 
clear on the fact that the model is not limited to internet-based companies but usable regardless 
of venture type. A level structure is integrated in the model that consists of three increasingly 
specific levels of decision making, termed the foundation, proprietary, and rules levels. The 

foundation level addresses basic 
decisions that all entrepreneurs have to 
make. The next level enables the 
development of unique combinations 
among decision variables that can result 
in a marketplace advantages. The last 
level, the rules level, is for creating rules 
in order to develop a guidance and 
discipline to business operations to 
make sure the higher levels are 
preserved (Morris, et al.; 2003). 
 
 Johson, Christensen & 

Kagermann 
 
•  A business model, from our point 
of view, consists of four interlocking 
elements that, taken together, create 
and deliver value (Johnson, Christensen, 
Kagermann; 2008; page 52). 
 
The model of Johnson et al. is different 
in terms of the previous described 
models because the interaction between 
the four blocks of which the model is 
build of is clearly shown (Represented 
by figure 8). This means that it becomes 
visibly clear which blocks can interact 
and which do not. This extra dimension 
makes the model graphically interactive 
instead of a simple summation of the 
consisting components. Still the link with 
previous models is easily seen when 
comparing these components with each 
other. 
 

Figure 8; Business model, Johson, et al.; 2008 
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Another interesting graphical point of this model is the obviousness that value can only been 
generated from “outside” of the company. The block “customer value proposition” is in this 
sense the most important one and the starting point for the design process of the model. 
 
The model looks still simple, but Johnson et al. argue that the power lies in the 
interdependencies of its parts. Major changes to any of these four elements affect the others 
and the whole. Successful businesses devise a more or less stable system in which these 
elements bond to one another in consistent and complementary ways (Johnson, et al.; 2008; 
page 53). 
 
 Linder & Cantrell 

 
•  A business model, strictly speaking, is the organization’s core logic for creating value 

(Linder, Cantrell; 2000; page 2). 
 
Like Johnson et al. also Linder and Cantrell argue that the starting point for building your 
business model is to look at the customer side. Also the graphical interaction aspect between 
the building blocks, have both models in common. Again the building blocks are recognizable to 
those of all the previous models, as shown by figure 9. 
The model distinct itself in the way it is a tool in order to come towards your competitive 
business model. The way to use this tool is by answering the questions from the left to the right, 
from “customer’s needs”, via “processes needed to reach them”, towards “revenue creation”. In 
this way a practitioner will give unique answers to these questions that evaluate into a unique 
business model that distinct it self from the models of other companies and which assures a 
distinctive return. (Linder, et al.; 2000)  
 

 
Figure 9; Business model, Linder et al.; 2000 
 
 Osterwalder & Pigneur 

 
•  A business model describes the rationale of how an organization creates, delivers and 

captures value (Osterwalder, Pigneur; 2009; page 14). 
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The model by Osterwalder et al. is in many ways comparative to the other models. The 
improvement lays in the fact that in its most basic appearance it consists of four “interfaces”, 
infrastructure, offer, Customer, and finance (represented by figure 10). This makes the model 
very clear and easy to use for practitioners.  

 
Figure 10; Basic Business model, Osterwalder et al. 2009 
 

 
Figure 11; Business model, Osterwalder et al.; 2009 
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Like the previous two models the founders of this model argue that the customer part has to be 
the starting point for developing your business model. The real model has nine building blocks 
which have a strong affinity with the building blocks of the other models. In figure 11 are these 
blocks shown with the interaction between them. At the end of the next section, paragraph 
2.2.2. Common Characteristics the business model of Osterwalder et al. will be explained in 
more detail. 

2.2.2. Common Characteristics 
In the previous section, the work of five leading groups of scientists has been briefly exposed. 
This paragraph will compare the models with each other in order to indicate the most promising 
one, followed by a more in-depth description of this business model. 
This will be preceded by the analysis made by Shafer, Smith, and Linder. Their research has 
tried to find the core components of a business model and its definition. 
 
 Shafer, Smith & Linder  

 
•  We define a business model as a representation of a firm’s underlying core logic and 

strategic choices for creating and capturing value within a value network. (Shafer, Smith, 
Linder; 2005; page 202). 

 
This definition is composed by a thoroughly investigation of the scientific work conducted by 12 
groups of scientists in the field of business models. Their main conclusion regarding this 

definition is that the 
business model is at least 
about creating and 
capturing value. And it is 
necessary that a business 
model addresses all of the 
firm’s core logic for that 
process of creating and 
capturing value. 
For the graphical 
representation of the 
business model they came 
up with the four main 
components, Strategic 
choices, value network, 
capture value, and create 
value, as exposed in figure 
12.  
 
 
 
 
 
 
 
 
Figure 12; Components of the 
business model, Shafer et al.; 
2005 
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 Comparison of the Five Business Models  

 
In table 1, the left column exists of the five theories about business models as presented in 
paragraph 2.2.1. How to conceptualize the business model.  This column is compared with the 6 
parameters in the first row. A double plus-sign represents a strong fit between the model and 
the relevant parameter, one plus-sign stand for somehow related, the minus-sign indicates a 
weak link, and double minus represents no relation at all. 
The first two parameters are focusing on the definition of the business model as proposed by 
the different scientists. These parameters are the two crucial ingredients of this definition as 
indicated by the research of Shafer et al., namely, value creation and value capturing. 
The logic behind these parameters is graphically exposed by several models and in the table 
indicated by logic behind value aspects. Next parameter is about the fit with the four main 
components a business model should have as indicated by the work of Shafer et al. 
The last two columns represent the depth of investigation and latest publication. The recent 
work of Osterwalder et al. for instance describes their model in detail. Not only attention is paid 
towards every building block but also the interaction between them is clearly described.  
 

Table 1, Summary of the different business models.   
 
The results indicate that the model of Osterwalder et al. is the most promising regarding this 
review. Their model as well their definition is clear in terms of value creation and value 
capturing. The building blocks strongly match with the essential components founded by Shafer 
et al. and they are explained in far more depth then done by other scientists. Not only the 
building blocks separately, but they worked out their entire model in details and made the most 
recent publications in the area of business models. Therefore, by the term business model in 
this review is meant the business model as conceptualized by Osterwalder et al. 
 
•  A business model describes the rationale of how an organization creates, delivers and 

captures value (Osterwalder, Pigneur; 2009; page 14).  
 
  The Building Blocks by Osterwalder & Pigneur 

 
What will follow is a description of the nine building blocks of the business model by 
Osterwalder et al. and the relation between them. These blocks are presented by figure 13, the 
business model template that can be used for the design process of a unique business model. 
The business model in its most basic format and the business model inclusive the building 
blocks and their mutual relations are represented by figure 10 and 11 respectively. 
(Osterwalder, Pigneur; 2009) 
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The Building Block “Customer Segment” defines the different groups of people or organizations 
the enterprise aims to reach and serve (figure 11). Osterwalder et al. describes this block as 
vital for the whole model because without customers, no company can survive for long. By 
segmentation a company can focus on one or more groups of customers. If doing so, a 
conscious decision must be made about which segments to serve and which segments to 
ignore and the business model can be carefully designed around the specific customer needs. 
The next step in the business model is to look to the “Value Proposition”, which describes the 
bundle of products and / or services that create value for the particular Customer Segment(s) 
(figure 11). This can be solving a customer problem or satisfying a customer need. Osterwalder 
et al. also describes this block as a bundle of benefits that a company offers their customers. 
(Osterwalder, Pigneur; 2009) 
The “Channels” Building Block describes how a company communicates with and reaches its 
customer segments to deliver its value proposition (figure 11). Another building block clustered 
between the customer segment and value proposition is the block “Customer Relationships”. 
This block describes the types of relationships a company establishes with their specific 
customer segment(s) (figure 11). Relationships can range from personal to automated and be 
driven by the different motivations like customer acquisition, customer retention, or boosting 
sales. Some examples of these relationships are: personal assistance, dedicated personal 
assistance, self-service, automated services, communities, and co-creation. (Osterwalder, 
Pigneur; 2009) 

The value proposition is the only 
building block in the “offer 
interface” and the other before 
mentioned building blocks are all 
part of the “customer interface” 
of the model (figure 10). The 
customer interface can be seen 
as the connection between the 
offer and the “external part” of 
the company. The “Internal part”, 
the “infrastructure interface”, 
consists as well of three blocks, 
“key-activities”, “key-resources”, 
and “partner network” (figure 10, 
11). 

Figure 13; Business model template, Osterwalder et al.; 2009 
 
This part makes the model work in terms of addressing the fundamental activities and resources 
that allow an enterprise to create and offer the value proposition and the necessary concerns 
needed in the other mentioned blocks. The key-resources can maintain for example, physical, 
intellectual, human, and financial resources, key-activities consist possibly of maintaining 
customer relationships, production, and problem solving. The partner network block describes 
the network of suppliers and partners that optimize the business models, for instance in terms of 
reducing risk or acquiring extra resources. (Osterwalder, Pigneur; 2009) 
What’s rest is the “financial interface” containing the building blocks “revenue streams” and “cost 
structure” (figure 10, 11). The Revenue Streams represents the cash a company generates from 
its customer segment(s) and  it may have different pricing mechanisms, such as fixed list prices, 
bargaining, auctioning, market dependent, volume dependent, or yield management. The cost 
structure describes the most important costs incurred to operate a business model, like fixed 
costs, and variable costs. (Osterwalder, Pigneur; 2009) 
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In appendix II a practical implication is presented by showing the business model of I-Pod. 

2.2.3. Stakeholders 
Many forces are influencing or influenced by the business model design. This paragraph is 
briefly paying attention towards the stakeholder theory in order to indicate some of these forces, 
which are, regarding the background of this review, interesting to keep in mind (a firm’s 
stakeholders in the Central Asian market, Chapter 1. Introduction).  
An organization depends on its stakeholders and this is why they are closely related to the 
business model design. According to Freeman (1983) an organization’s stakeholder is any 
group or individual who can affect or is affected by the achievement of the organization's 
objectives. More recently, according to Johnson and Scholes (1999) stakeholders are 
individuals and groups who depend on the organization to fulfill their own goals and on whom, in 
turn, the organization depends.  
The difference in both definitions is that according to Johnson et al. the stakeholders influence 
the organization in order to pursue their own goals; Freeman does not mention this aspect. 
Freeman (1983) developed a theory that structured the approaches concerning stakeholders; 
the so called stakeholder theory.  
According to Donaldson and Preston (1995) the stakeholder theory wants to explain and guide 
the structure and operation of the corporation. The stakeholder theory sees the company as an 
organizational entity with a lot of participants which not always have congruent purposes with 
the firm. They visualize the model as represented by figure 14. 
 

 
Figure 14; Stakeholder theory by Donaldson and Preston (1995) 

 
The stakeholder theory attempts to determine which groups are the stakeholders of a company 
and thus deserve management attention (Donaldson, et al.; 1995). This imperative attention by 
management is also described by Osterwalder (2004) as a pressure that is influencing the way 
the business model is designed or will evolve over time. “This kind of pressure is particularly 
studied in the stakeholder theory” (Osterwalder; 2004; page 19). By using the term stakeholder 
theory he refers to Freeman (1983). 
The business model design is influenced by the stakeholder theory of Donaldson et al. Figure 
15 visualizes this relation between the stakeholders and the business model design.  
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Figure 15; Combination of the stakeholder theory and the business model. 

 
In summery, stakeholders can essentially influence the evolution and design of a business 
model. Therefore the interests of the stakeholders and the (potential) benefits for the company 
regarding these stakeholder relations should be taken into account. 
 
Another aspect that is strongly influencing the business model is the phase of maturity in which 
the company happens to be. The next paragraph will deal with this concern. 

2.2.4. Organizational Growth 
Like the stakeholder theory, as treated in previous paragraph, also organizational growth is 
briefly discussed because of its impact on the business model. This attention is needed 
because of its link with the background of this review (Foreign direct investment in Central Asian 
started and expanded in the year 2005, and therefore strongly influencing the life time of the 
Western companies spent on this market, Chapter 1. Introduction). 
 
Organizations are likely not only to use different strategies to deal with different stakeholders at 
a given time but to use different strategies to deal with the same stakeholder over time. 
(Jawahar, McLaughlin; 2001). Obviously, when companies grow, they will acquire new strengths 
and come across new opportunities and at the same time their weaknesses and threats will 
change. These new circumstances or phase of maturity, need to fit with a company’s strategy. 
An Organization has to adjust its strategy based on the phase it finds itself in. A good way to 
express these different phases is by the model of Greiner (1972). His model makes clear what 
major changes happen between the different phases of maturity (represented by figure 16).  
Greiner’s model describes the growth of a company, which is characterized by evolution and 
revolution. There are five phases of evolution and each of these phases has a certain 
management style. When a company grows, become larger and older, it will face a revolution 
before it can reach a higher level phase. This revolution portrays a problem regarding the 
management style that has to be solved. Only if the strategy fits the new organizational situation 
the revolution can be overcome and the organization can continue to grow (Greiner; 1972). 
A company’s strategy and its business model are closely related. Next paragraph will explain 
this relation in detail and the change in the business model design because of a new strategic 
focus becomes clear. 
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Figure 16; Life cycle stages of an organization, source Greiner (1972).  
 
The first revolutions starts when a company’s founders are not capable anymore to manage 
everything themselves. When this leadership crisis is tackled, the organization grows from its 
creativity phase into the direction phase. Now the organization becomes more diverse and 
complex and it will face the autonomy crisis. Again a revolution takes place characterized by the 
new management style of delegation and decentralization.  
This delegation phase will be uncontrollable on a certain moment and co-ordination is 
necessary to overcome the control crisis and to continue evolving. When the company grows 
towards the red tape crisis it will lose its focus and only by collaboration it can enter the fifth 
phase, the collaboration phase. 

2.3. Value 
The business model of Osterwalder et al. is chosen by paragraphs 2.1. and 2.2 as the most 
appropriate to design a unique business model. The key-stone of this model is value, more 
precisely creating, capturing, and delivering value.   
Paragraph 2.2.4. paid in a few words attention towards strategy and its connection with the 
business model. The relation between strategy and business model is discussed in paragraph 
2.3.1. Strategy vs Business Model. It will become clear that strategy has, like the business 
model, a strong tie with the value aspect. In order to locate a company in a valuable position, 
the company needs to pay attention towards its strategic positioning. This process will be 
addressed by paragraph 2.3.2. The 3 Generic Strategies and 2.3.3. Value Disciplines, as well 
the relation between both positioning theories.  
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The background of this review asks for a clarification on how to deal with a market that is 
structured around establishing and maintaining relations (In Central Asia are the relationships 
with customers vital and business models have to anticipate on this market characteristic, 
Chapter 1. Introduction).   
Therefore, paragraph 2.3.4. Customer Relationship will explain how customer relations are 
embedded in the business model and how they can be managed. Finally, in paragraph 2.3.5. 
Value Disciplines, Business model, and CRM, the link between the strategic positioning around 
the relationship with customers and the gravity in the business model will be illustrated.    

2.3.1. Strategy vs Business Model  
Porter can be seen as the leading scientist regarding strategy, as underlined by the enormous 
number of quotations out of his work by other scientists. In his paper “what is strategy” (2000), 
Porter conceptualizes strategy as follows: 
 
•  The creation of a unique and valuable position, involving a different set of activities 

(Porter; 2000; page 60).  
 
He argues that creating fit among business activities, making trade-offs regarding business 
activities, and the positioning on the spectrum of market scope and uniqueness of competency, 
are the three key principles that underlie strategic positioning. These key principles can be 
connected into the way he conceptualizes strategic positioning: Strategic positioning attempts to 
achieve sustainable competitive advantage by preserving what is distinctive about a company. It 
means performing different activities from rivals, or performing similar activities in different ways 
(Porter; 2000; page 60). 
Business model and strategy are terms that are incorrectly used interchangeably but it is 
obviously that there is a connection between a business model and strategic positioning. 
Osterwalder argues in his dissertation that both topics talk about similar issues but on a different 
business layer. He sees the business model as a conceptual blueprint of the company's money 
earning logic. This blueprint has to be formed by implementing a company’s strategy. This 
implementation happens by translating the strategy into value propositions, customer relations 
and value networks (Osterwalder; 2004). The other way around Osterwalder argues that the 
business model concept improves the alignment of strategy, business organization and 
technology.  This interaction between business model and strategy is visualized by figure 17.   
Another way to indicate the difference is by seeing strategy as the highest kind of planning tool 
and the business model more as a architectural tool that finally is implemented by business 
processes. (Osterwalder; 2004) 

 
Figure 17; Relation business model – business strategy, Osterwalder et al.; 2004 
 
Making choices is an element of strategy and these choices and their operating implications can 
be reflected by the business model. In other words, the choices a company makes (the strategy 
is desires) is reflected in the business model by transforming them into a mechanism that 
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describes how a company makes (or want to make) money. (Shafer, et al.; 2005) (Magretta; 
2002). 
Porter makes a distinction between business strategy and corporate strategy. In this review the 
strategy on business unit level is meant, which can be different for every market segment or 
product group and not the overall fit that leaders have to build among these units in their 
corporate strategy. In Porter’s earlier work (1980) he distinguishes three so called generic 
strategies, the cost leadership strategy, the differentiation strategy, and the focus strategy. 
These generic strategies can be seen as a bundle of choices made into a specific direction for 
these specific markets and product groups, as will be explained by the next paragraph 2.3.2. 
The 3 Generic strategies.  

2.3.2. The 3 Generic Strategies 
The three generic strategies Porter developed, as mentioned above, are composed out of the 
distinction of advantage in low cost and uniqueness on the one hand and between a broad and 

narrow target scope on the other 
(Porter; 1985) (Represented by 
figure 18). A summary of the 
description Porter gave in his book 
“competitive advantage” (1985) of 
these three generic strategies are 
given on the next page. 
A company should focus on one 
single generic strategy; otherwise 
the firm will be "stuck in the middle" 
and will not achieve a competitive 
advantage. Porter argued that firms 
that are able to succeed at multiple 
strategies often do so by creating 
separate business units for each 
strategy. (Porter; 1985) 
 
 
 
 
 
Figure 18; Porter’s generic strategies, 
Porter; 1985 
 

 Cost Leadership  
 

Firms with a cost leadership strategy are the low cost producer in an industry for a given level of 
quality. They try to acquire cost advantages, for instance by: gaining unique access to 
resources, having a more efficient distribution channel, a more efficient manufacturing,  or 
making optimal outsourcing and vertical integration decisions. In the end, firms that can produce 
more cheaply than others will remain profitable for a longer period of time. The cost leadership 
strategy usually targets a broad market. (Porter; 1985) 
 
 Differentiation Strategy 
 

A differentiation strategy calls for the development of a product or service that offers unique 
attributes. These attributes will be valued by customers and perceived to be better than or 
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different from the products of the competition. The uniqueness of the product may allow the firm 
to charge a higher price for it. This higher price needs to cover the additional costs of being 
different. Normally these firms have a highly skilled and creative product development team, a 
strong sales team that successfully makes use of the opportunities of the unique product, and a 
corporate reputation for quality and innovation. (Porter; 1985) 
 
 Focus Strategy  
 

The focus strategy concentrates on a narrow segment and within that segment it attempts to 
achieve either a cost advantage or differentiation. By focusing entirely on it the needs of a target 
group can be better serviced. A firm using a focus strategy often enjoys a high degree of 
customer loyalty, and this entrenched loyalty discourages other firms from competing directly. 
(Porter; 1985) 

2.3.3. Value Disciplines  
Another way to fragmentize strategic decisions is by the value disciplines of Treacy and 
Wiersema (1993) (1997). Their work is a more recent “update” to Porter’s generic strategies and 
widely acknowledged by scientists and practitioners. (Kor, Wijnen, Weggeman; 2007) At the end 
of this paragraph table 2 will indicate the relationship between Porter’s generic strategies and 
the value disciplines. 
 
 Operational Excellence  
 

By operational excellence, we mean providing customers with reliable products or services at 
competitive prices and delivered with minimal difficulty or inconvenience….. The term 
“operational excellence” describes a specific strategic approach to the production and delivery 
of products and services. The objective of a company following this strategy is to lead its 
industry in price and convenience (Treacy, et al.; 1993; page 84).  
 
 Product Leadership 

 
Companies that pursue product leadership, strive to produce a continuous stream of state-of-
the-art products and services. Reaching that goal requires….being creative…companies must 
commercialize their ideas quickly…and most important, product leaders must relentlessly 
pursue new solutions to the problems that their latest product or service has just solved (Treacy, 
et al.; 1993; page 89). 
 
 Customer Intimacy 
 

Those pursuing a strategy of customer intimacy continually tailor and shape products and 
services to fit an increasingly fine definition of the customer…. They typically look at the 
customer lifetime value to the company, not the value of any single transaction (Treacy, et al.; 
1993; page 87). 
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Table 2; Relationship between both approaches 
 
In addition to the three disciplines, some scientific work argues for a fourth discipline, like the 
work of Quinnt and Rohrbraught (1983). In a more recent work of Hardjono (2000) the need for 
the fourth discipline becomes even clearer, by proposing the four-phase model. This extra value 
discipline focuses specifically on the services that are provided with the product and is called 
supply comfort. The quality of the product itself or its price is underrated to these services.  
When the generic strategies by Porter are compared with the disciplines by Treacy et al. both 
approaches are strongly matching as indicated by table 2. The critical success factors, cost 
control, innovation, and customer loyalty, are presented for all three strategic positioning 
methods. 
The relation between strategic positioning, the management of customer relationships, and the 
business model will be addressed in paragraph 2.3.5. Value Disciplines, Business Model and 
CRM. In the next paragraph 2.3.4. Customer Relationship, will deal with the way customer 
relations are embedded in the business model and how they can be managed. 

2.3.4. Customer Relationship 
Value can be seen as the keystone of the customer’s relationship with the firm. But what exactly 
is meant by this value? Customer value is a crucial value, because this is the source for all 
value and therefore the drive behind the business model in order to develop a sustainable 
competitive advantage. Shareholder value and stakeholder value originate from customer value. 
(Lemon, Rust, Zeithaml; 2001) (Kaplan, et al.; 1996).  
This paragraph will first indicate how this customer relationship is embedded in the business 
model of Osterwalder et al., followed by the description of the mechanism to manage these 
relationships. 
 
Osterwalder conceptualizes the building block customer relationship in his business model as 
follows:  

 
 Customer Relationship Block 

 
•  The relationship element describes the relationship a company establishes with a target 

customer segment. A relationship is based on customer equity and can be decomposed 
into several relationship mechanisms (Osterwalder; 2004; page 71)  

 
The term customer equity in the conceptualization above is composed by: customer acquisition, 
customer retention, and add-on selling. By the term relationship mechanisms the scientist relies 
on mechanisms that have the function of personalization, trust building, and / or brand building. 
The building block itself is marked light blue in figure 19. (Osterwalder; 2004)  
 

Three generic strategies by 
Porter (1980) 

Value disciplines by Treacy 
et al. (1993) Critical success factors 

Cost leadership Operational excellence Cost control 
Differentiation Product leadership Innovation 
Focus strategy Customer intimacy Customer loyalty 
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Figure 19; Indication of customer relationship in Business model Osterwalder et al. 2004 

 
Regarding the background of this review only mechanisms that emphasize the function of 
personalization are investigated (In order to be successful in Central Asia, personal 
relationships with customers need to be established and maintained, Chapter 1. Introduction). 
Therefore the following question remains: what mechanism can establish (customer 
acquisition), maintain (customer retention), and take advantage from (add-on selling), personal 
relationships. 
 
There are many different mechanisms to manage the customer relationship but the most well-
known are Relationship Marketing and Customer Relationship Management (CRM). Payne and 
Frow, state that in the academic community, the term “relationship marketing” and CRM are 
often used interchangeably (Payne, Frow; 2005; page 167). The difference between both is 
indicated by the work of Gummesson. He defines relationship marketing in the following way: 
 
•  Relationship marketing is marketing based on interaction within networks of relationships 

(Gummesson; 2004; page 326). 
 
From this definition evolved his definition for customer relationship management: 
 
•  CRM is the values and strategies behind relationship marketing – with particular 

emphasis on customer relationships – turned into practical application (Gummesson; 
2004; page 327). 

 
A problem in searching for literature on CRM is the enormous variety in the perception of how to 
use and implement CRM. Arising In the mid-1990s, CRM founds its foundation in the 
information technology sector. In the forthcoming years CRM is embraced by a wider range of 
scientists that not only focus on the implementation of a specific technology but that see CRM 
as a holistic approach to manage customer relationships in order to create shareholder value. 
(Payne et al.; 2005). CRM is a highly fragmented environment and it has a different meaning to 
different people (McKie; 2000).  
In order to overcome this problem, in their research Payne et al. (2005) suggest a CRM 
continuum that covers the whole range of literature in the field of customer relationship 
management. (Represented by figure 20) 
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Figure 20; The CRM continuum, Payne et al.; 2005 
 
In this research the focus will be on the right side of the CRM continuum, CRM defined broadly 
and strategically. The personal relationships have nothing to do with implementing technology 
solutions. These solutions are for instance about monitoring a customer’s internet buying 
behavior followed by anticipating on it by an automatically generated offer. Here, by the term 
CRM the conceptualization like in the work of Srivastava, Shervani, and Fahey is meant. 
 
  Srivastava, Shervani & Fahey 

 
•  Customer relationship management (CRM) is a process that addresses all aspects of 

identifying customers, creating customer knowledge, building customer relationships, 
and shaping their perceptions of the organization and its products (Srivastava, Shervani, 
Fahey; 1999; page 169). 

 
Till now, only towards customer acquisition and retention, as meant by Osterwalder, has been 
paid attentions. Paragraph 2.4. Customer life time value & add-on selling will indicate how to 
take advantage from the relationship by add-on selling. 
Next paragraph will explain the link between the value disciplines, the business model, and 
CRM. 

2.3.5. Value Disciplines, Business Model and CRM 
The customer intimacy value discipline emphasizes on the development of a close customer 
relationship and is all about delivering tailored products and services to fine-tuned market 
niches. This kind of focus helps companies to create a unique mix of value which makes it 
different from its competitors (Porter; 1979) and when meeting industry standards in the other 
disciplines leaders can focus their attention on aligning their entire operating model, like the 
company’s culture, business processes, management systems, etc. (Treacy, et al.;1993). 
Therefore, a focus on customer intimacy helps to organize the connection between the different 
building blocks of the business model and creating fit among them, in order to establish a close 
customer relationship. The Customer Relationship Management mechanism enables to 
establish these strong relations with the customer and maintain the development of the 
relationships over the customer lifetime. 
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The Relationship becomes even more obvious when combining the definitions for the customer 
intimacy value discipline, the relationship building block of the business model, and Customer 
Relationship Management. 
 
First the connection between the customer relationship building block and CRM: 
 
• The relationship element describes the relationship a company establishes with a target 

customer segment. A relationship is based on customer equity and can be decomposed 
into several relationship mechanisms (Osterwalder; 2004; page 71)  

 
• Customer relationship management (CRM) is a process that addresses all aspects of 

identifying customers, creating customer knowledge, building customer relationships, 
and shaping their perceptions of the organization and its products (Srivastava, Shervani, 
Fahey; 1999; page 169). 

 
Osterwalder describes that this building block is about the customer relationship that a company 
establishes. This relationship is based on the acquisition & retention of customers, and add-on 
selling. The mechanism CRM identifies and builds relations and is therefore connected with the 
acquisition aspect. Furthermore, it creates customer knowledge and shapes the perception of 
this customer about the company and product. This enables customer retention and the practice 
of add-on selling (next paragraph, 2.4. Customer Life Time Value & Add-on Selling, will explain 
this aspect in more detail).  
The definition given by Treacy, et al. about the value discipline “Customer Intimacy” has once 
more a strong connection with the building block of Osterwalder’s model and CRM. 
 
• Those pursuing a strategy of customer intimacy continually tailor and shape products 

and services to fit an increasingly fine definition of the customer…. They typically look at 
the customer lifetime value to the company, not the value of any single transaction 
(Treacy, et al.; 1993; page 87). 

 
In order to “continually tailor and shape products and services to fit an increasingly fine 
definition of the customer”, customer insights are necessary. CRM is creating this customer 
knowledge. Next to this, by offering products and services that increasingly fit the demand of the 
customer, the company will have a beneficial position compared to competitors. The customer 
becomes more or less increasingly depended, which helps to retain this client. The fact that the 
intimacy discipline focuses on the lifetime value of a customer also positively affects the 
retaining aspect, as meant by Osterwalder. 
 
By pursuing the other value disciplines, this gravity in the business model around the 
relationship building block does not occur. Off course these strategic positioning methods can 
apply CRM as well. The customer insights can be used as an input for innovation (product 
leadership) or a way to better control the costs (operational excellence). A strong connection 
like between customer loyalty (customer intimacy) and the relationship with the customer can 
not be seen at these other disciplines. 
When looking to their definitions, operational excellence is more focused on the building blocks 
channels and key-activities: “strategic approach to the production and delivery of products and 
services” (Treacy, et al.; 1993; page 84). And product leadership has to focus on the 
infrastructure interface of the business model, key-activities and key-resources need to support 
the innovative value proposition: “most important, product leaders must relentlessly pursue new 
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solutions to the problems that their latest product or service has just solved” (Treacy, et al.; 
1993; page 89). 
 
Next paragraph, 2.4. Customer life time value & add-on selling, will discuss not only add-on 
selling as mentioned earlier but will also pay attention on the lifetime value of a customer.    

2.4. Customer Life Time Value & Add-on Selling 
Profits from customer relationships are the lifeblood of all businesses (Osterwalder; 2004; page 
71). This profit from the customer as a result of a relationship is also captured by the term 
customer lifetime value (CLV). Berger and Nasr (1998) paid a lot of attention towards CLV in 
their work and conceptualized this term as follows:  
 
•  The net cash flows that the firm expects to receive from the customer over time (Berger, 

Nasr; 1998; page 19). 
 
There are different ways to optimize the benefits of the practice of customer relationship 
management. A number of researchers have argued that long-life customers are expected to 
purchase more from the company than new customers, like Reichheld in his book “The loyalty 
effect” (2001) and the more products and services a customer buys the longer he is likely to 
stay with the firm (Reinartz, Kumar; 2003).  
 
These extra purchases due to relationship management are strongly correlated with add-on 
selling. A widely respected work by Blattberg, Getz, and Thomas, describes how customer 
equity enhances add-on selling. They prefer not to focus on CRM entirely but more on the 
customer equity management aspect of it. This way of approaching CRM is strongly related to 
the right side of the CRM continuum and therefore in line with the choice made in paragraph 
2.3.4. Customer relationship. Their definition is as follows: 
 
 Add-on Selling 

 
•  Add-on selling consists on increasing sales by one or more of the following effects: 

Cross-selling, up-selling, or selling a higher quantity of the same product or service 
(Blattberg, Getz, Thomas; 2001; page 95).  

 
A cross-sell and up-sell are somehow related but have not the same meaning. Kamakura 
makes a clear distinction in his paper “Offering the Right Product to the Right Customer at the 
Right Time”.  
  
 Cross-selling 

 
•  Cross-selling involves the sales of additional items related (or sometimes unrelated) to a 

previously purchased item (Kamakura; 2007; page 42). 
 
 Up-selling 

 
•  Up-selling involves the increase of order volume either by the sales of more units of the 

same purchased item, or the upgrading into a more expensive version of the purchased 
item (Kamakura; 2007; page 42). 
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The add-on selling effect is often a natural process because long-life customers, if satisfied, will 
be more likely to try and buy new products from a firm (Blattberg, et al.; 2001). Some even 
notice the reverse effect: Cross-selling does more than add to sales revenues. It also builds 
customer relationships (Pottruck; 2007; page 16).  
Most scientists describe add-on selling as a real and valuable technique used by salespeople to 
increase order size and to transform single-product buyers into multi-product ones. Kamakura 
even states that cross-selling has evolved into a strategy for customer relationship management 
(Kamakura; 2007).  
More often scientists refer to add-on selling as a sub process of CRM. Srivastava, Shervani, 
and Fahey argue that there are three core business processes of which CRM is one of them. 
Cross-selling and up-selling of product offerings is identified as one of the sub processes with 
strong ties to other sub processes like identifying potential new customers, determining the 
needs of existing and potential new customers, and enhancing trust and customer loyalty 
(Srivastava, et al.; 1999). 
 
As pointed out before, especially in paragraph 2.3.4, loads of academic literature focuses on 
CRM in relation to information management, arguing for all kind of techniques like add-on 
selling related to large computer databases. Companies with the same approach mostly adopt 
an aggressive strategy targeting specific customers to induce cross- and up-selling (Blattberg, 
et al.; 2001). This literature review focuses on the right sight of the CRM continuum, like the 
research of Várlander and Yakhlef (2008). They suggest that face-to-face customer service 
encounters offer a better fostering ground for generating cross-selling possibilities. This due to 
the fact that face-to-face encounters are embodied and situated, which means that it is possible 
to anticipate on the reaction of a customer that is impossible in any other way. (Värlander, 
Yakhlef; 2008).  

2.5. Conclusion 
Different definitions and frameworks came to close attention and are summarized in this report. 
A final conclusion is made that business models are about creating and capturing value and that 
Osterwalder, et al. have developed a widely excepted framework that covers the beneficial 
aspects of all other investigated models. 
Value disciplines can be used as a positioning strategy which can be projected on the business 
model. When applying the discipline “customer intimacy” on Osterwalder’s business model, the 
centre of gravity will lay on the building block “customer relationship”. This particular block has 
close ties to customer relationship management. The whole model should fit around this 
building block and at the service of CRM.  Of course this does not mean that CRM can not been 
applied in the other value disciplines.  
One of the main benefits of CRM is the creation of add-on selling. This means increasing your 
sales by either cross-selling, up-selling, or re-selling. Long-life customers are expected to 
purchase more from the company than new customers and add-on selling is the main 
mechanism to enhance this sale increase.  

2.6. Metaphorical Explanation  
In order to increase understanding on the topics as discussed in this chapter as well the 
interaction between them, this paragraph will describe the metaphor between a virus and the 
value discipline customer intimacy. First a short summery of the working of a biological virus is 
given in paragraph 2.6.1. Working of a Virus, followed by 2.6.2. The Virus Approach, in which 
the characteristics of a virus are compared with customer intimacy and its related topics. 
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2.6.1. Working of a Virus  
At a microscopic level, a human being is composed of +/- 10 trillion cells divided into +/- 200 
different types of cells. For instance: muscles are made of muscle cells, livers of liver cells, and 
there are even very specialized types of cells that for example make the clear lenses of the 
eyes. Everything from reproduction to infections to repairing a broken bone happens down at 
the cellular level.  
Although viruses are not alive themselves (like cells are), a virus can reproduce by hijacking the 
machinery of such a living cell. A virus consists of two parts, namely a strand of DNA and a viral 
jacket that is wrapped around it. The jacket is studded with chemical "feelers" that can bond on 
a weak spot of the outside of a cell. Once docked, the viral DNA is injected into the cell, leaving 
the jacket on the outside of the cell. 
The virus DNA strand is now floating freely inside the cell and it starts to reproduce. Eventually 
the cell is so full of new viral particles that the cell bursts, freeing the particles to attack new 
cells. Using this system, the speed at which a virus can reproduce and infect other cells is 
amazingly high. 
Antibiotics have no effect on a virus because a virus is not alive and therefore there is nothing to 
kill. Immunizations work by pre-infecting the body so it knows how to produce the right 
antibodies as soon as the virus starts reproducing. In most cases, the immune system produces 
these antibodies, which are proteins that bind to the viral particles and prevent them from 
attaching to new cells. The immune system can also detect infected cells by discovering cells 
decorated with viral jackets, and can kill infected cells. 

2.6.2. Virus Approach 
The working of a virus has a strong metaphorical connection with customer intimacy. When 
thinking about cells as companies, the human body as the economy, and a virus as the 
customer intimacy discipline, logic can be found in there behavior.  
To start with, like cells there are countless companies which all can be divided into a small 
amount of different segments. Cells are little “Factories” that produce, repair, or deliver another 
service in favor of the human body, the economy. The different kind cells can be categorized in 
muscle dells, liver cells, etc. like companies can be grouped in different segments, for instance 
consumer goods, oil & gas industry, etc.   
All cells together form the human body and so do companies collectively outline an economy. 
This body / economy will have its own characteristics that can be beneficial or have 
disadvantages for the working of a virus / customer intimacy. 
As explained in paragraph 2.3.3. Value Disciplines, customer intimacy is about infiltrating in a 
company and to start working from the inside out and from here maximize a customer life time 
value. The same accounts for a virus that tries to find a weak spot to settle on the cell 
membrane and inject its strand of DNA into the cell. Because from this point, the virus starts to 
use the resources and facilities of the host cell in order to grow in number and to become 
stronger. The virus is not only expanding but it is also “learning”, because it slightly transforms, 
so it is harder to reject by the body. In other words the virus becomes a stronger force inside the 
body. 
This learning and growing behavior finds its metaphor in CRM and Add-on selling. The practice 
of CRM provides all kinds of customer insights and those help the company to become stronger 
and to grow. The stronger position inside the host company thanks to these insights make the 
host company more and more depended. The way to profit from this learning experience in 
terms of profit is by increasing sales due to add-on selling.  
Finally, not only the position inside the host company is stronger but also more knowledge is 
available on the relationships of the host company and likewise companies in general. Outside 
the cell, a virus can not function and so all the new born virus particles will search a new host 
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cell. Most likely they affect the cells that surround their mother cell and the same accounts for 
customer intimacy. Partners of the host company or similar firms are the next “victims” of the 
value discipline. It is not an easy process to infiltrate the next company but the increase in 
customer knowledge and insights help to simplify this process.   
The immune system produces antibodies, which try to prevent the virus particles from attaching 
to new cells or they kill infected cells. These forces can be seen as stakeholders that all have 
different interests and the customer intimacy discipline need to pay attention to this. 
 
The virus approach, step by step; 
 

Virus 
↓ 

Need for a host cell 
↓ 

Find a weak spot on the cell  
membrane 

↓ 
Start to reproduce and mutate 

↓ 
The virus is now stronger and more 

difficult to reject by the human  
body 
↓ 

An epidemic will start, by infecting 
mainly surrounding cells or similar cells 

somewhere else in the body 
↓ 

Fight against the antibodies, produced 
by the immune system 

 

Customer Intimacy 
↓ 

Need for a host company 
↓ 

Find a suitable company to apply 
Customer Intimacy 

↓ 
Start with CRM and add-on selling 

↓ 
More customer insights, a better 

financial position, so stronger position in 
the economy 

↓ 
Start customer intimacy at the next 

company, probably one with close ties 
with the first host company 

↓ 
Pay attention to all stakeholders of this 

new company 
 

Obviously, a virus will have tough difficulties in infecting a healthy human body and when the 
body temperature gets higher the virus will slow down in its activities. The same accounts for 
customer intimacy, because not every economy is as suitable as another and the reaction of the 
economy will be different.  
This virus approach can be presented in more depth but in respect of this thesis it would not 
help to increase understanding on the main aspects that are investigated in this literature 
review. Most important in relation to this thesis are the facts that some economies are more 
suitable to apply customer intimacy than another, CRM and add-on selling are the core activities 
of customer intimacy, and attention should be paid to all stakeholders of the company.  
 
Next chapter will deal with the research objectives and methodology of this thesis and regarding 
the virus approach this metaphorical explanation will help to look with a helicopter view on the 
logic behind the research.  
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3. Research Objectives & Methodology 
The background of the research is given by Chapter 1. Introduction, and offers the practical 
relevance of this research. Chapter 2. Literature review, investigated the existing literature that 
is related to this background. 
This chapter indicates first the context of the research in paragraph 3.1. Context, evolving in a 
research model and its related research questions. Next paragraph, 3.2. conceptualization and 
research scope,  will conceptualize the research questions and report about the scope of the 
research. Which resources are used to gather the research data is covered by paragraph 3.5. 
Research resources. Finally, paragraph 3.6. Research Strategy, will cope with the strategy 
behind these resources.    

3.1. Context 
The structure of this report has been based on the intervention cycle of Verschuren and 
Doorewaard (2005). The intervention cycle includes five subsequent steps: raising awareness 
about the problem, diagnosing the problem, developing a solution, intervening the problem with 
the proposed solution, and evaluating the result of the intervention by the developed solution 
(Represented by figure 21). 
 

 
Figure 21; The intervention cycle by Verschuren et al. (2005). 

 
The “problem description” is given in the chapter 1 Introduction. In summery: there is a strong 
belief, but absence of scientific work, that the business culture in Central Asia is orientated 
around establishing and maintaining relationships with customers.  
In a mail contact with Alexander Osterwalder the need for tackling this gap in the literature in 
relation to the business model is discussed. He was excited about the research “Sounds like a 
very interesting study” and “Looking forward to reading about your insights.” 
How should a Western company deal with these customer relationships regarding their 
business model in order to create, deliver, and capture value. Also the use of techniques such 
as CRM and add-on selling in this region is not yet investigated. 
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The problem definition and literature review form the background of the research question that 
arises: 
 
Should the center of gravity in the business model design rest on the customer 
relationship building block and how will this result in the practice of CRM and add-on 
selling in central Asia? 
 
The research question forms the starting point of the second step in the intervention cycle 
“Diagnostic Research”. The results of this thesis can be used to design a solution for this 
problem “Design oriented research”, which can be embedded by a Western company, operating 
on the Central Asian market “Intervention”, and finally evaluated “evaluation”. Eventually, the 
cycle allows a new “problem description”. (Verschuren, et al.; 2005) 

3.1.1 Research Format 
Regarding previous, the research is of an exploratory nature and it makes use of the case study 
design. Exceptionally little research has been done about business models, CRM, and add-on 
selling in the context of Central Asia. Therefore this field has to be explored and by using the 
method of a case study in combination with semi-structured interviews (as will be discussed in 
paragraph 3.3. research resources) the complex situation can be made concrete visible. The 
research will be an empirical study because information will be gathered about “the real world”. 
Taken into account the low number of research elements and sensibly following the in-depth 
data, the research can be best described by the case study. The in-depth data enables the 
researcher to gain a clear understanding of why business happens as it does, and besides that 
it offers the opportunity to identify interesting research topics for future research.  
Summarized, the research project can be identified as an empirical exploratory case study 
research project. (Yin; 1991) 

3.1.2. Research Model 
The main research question: “Should the center of gravity in the business model design 
rest on the customer relationship building block and how will this result in the practice of 
CRM and add-on selling in central Asia?” is graphically exposed by the conceptual model as 
can be found in figure 22. 
 

 
Figure 22; Conceptual model 
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The exact meaning of the elements of the conceptual model will be addressed in the next 
paragraph 3.2. conceptualization and research scope. 
 
Three sub-question, A, B, and C, are derived from the arrows in the conceptual model 
(Represented by Figure 22). The three arrows between the building blocks in the conceptual 
model represent: 
 
 Sub Question A 
 

Should the center of gravity in the business model design, rest on the customer 
relationship building block due to the characteristics of the central Asian market? 
 
 Sub Question B 
 

When the center of gravity rest on the customer relationship building block of the 
business model, how will this result in the practice of CRM? 
 
 Sub Question C 
 

When the center of gravity rest on the customer relationship building block of the 
business model, how will this result in the practice of add-on selling? 

3.2. Conceptualization and Research Scope 
First, in paragraph 3.2.1. Conceptualization, the four elements in the conceptual model 
(represented by figure 22) and evidently in the research questions are conceptualized. This is 
followed by paragraph 3.2.2. Research Scope, where the scope of the research will be 
explained.  

3.2.1. Conceptualization 
The different elements in the conceptual model, Central Asia, Center of gravity in the business 
model, add-on selling, and CRM, are conceptualized as follows: 
 
 Central Asia 
 

The research takes place in central Asia, a part of the world that has its own culture and 
traditions. Obviously the ethnical character and history influences the way of doing business. As 
discussed in chapter 1. Introduction, central Asia is known for its long lasting relationships. 
When doing business, it is important to first build a relationship before actually doing business.  
 
 Center of Gravity in the Business Model 
 

Regarding the business model of Osterwalder a strong belief exists in the way the center of 
gravity rest in the Central Asian market as described above. Whether or not the center of gravity 
automatically lies on the customer relationship building block of the business model is not yet 
investigated. Nevertheless, the assumption exists that the center of gravity should rest on the 
customer relationship building block as Represented by figure 23. 
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Figure 23; Gravity in the business model on customer relationships 

 
 Add-on Selling 

The element add-on selling is conceptualized by the work of Blattberg, Getz & Thomas and 
Kamakura: 
Add-on selling consists on increasing sales by one or more of the following effects: Cross-
selling, up-selling, or selling a higher quantity of the same product or service (Blattberg, Getz, 
Thomas; 2001; page 95). Cross-selling involves the sales of additional items related (or 
sometimes unrelated) to a previously purchased item and Up-selling involves the increase of 
order volume either by the sales of more units of the same purchased item, or the upgrading 
into a more expensive version of the purchased item (Kamakura; 2007; page 42). 
 
 CRM 

In the research will be referred to CRM as defined by Srivastava, Shervani & Fahey.  Customer 
relationship management (CRM) is a process that addresses all aspects of identifying 
customers, creating customer knowledge, building customer relationships, and shaping their 
perceptions of the organization and its products (Srivastava, Shervani, Fahey; 1999; page 169). 

3.2.2. Research Scope 
The thesis will narrow its focus on Western companies that are operational in central Asia. By 
the term “western” is meant a company from North America or Western Europe. In this way the 
language barrier problem is limited and it doesn’t interfere with the oblique time constrains for 
the master thesis project. 
In order to get more in depth insights in the way the other building blocks in the business model 
of Osterwalder support the “relationship” block and to relate the sub-questions to a practical 
case, the company COMPANY E will serve as the gate to this expertise. (Represented by figure 
24) 
A detailed business plan is developed as a deliverable for COMPANY E as can be found in 
appendix I.  
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Figure 24; Representation of the research scope 

3.3. Research Resources  
The research simultaneously takes place with the research of another student, M.H.J.A.T. 
Timmermans, also studying at the Eindhoven University of Technology within the Innovation 
Management master program. His study is strongly related to this study and therefore data will 
be collected together. (His research question: “How to adept a business model – based on a 
relevant value discipline – to enable Western companies to deal with corporate corruption and 
bribery in central Asia”) 
The literature review is the starting point for formulating the questions on which the interview is 
build off. Next to this a small desk research (Desk research 1) is conducted in order to anticipate 
in the right way to the specific market characteristics regarding the data collection. 
During the two months spent in Almaty (24th of May – 17th of July 2010) the interviews took 
place and over this time a desk research is carried out (Desk research 2).  

3.3.1. Desk Research 1 
This desk research is been a preparation for the time to spend in central Asia and in particular 
to synchronize the interview with the different aspects of the Central Asian environment in which 
the data collection took place. The culture and traditions, way of doing business, the 
opportunities & threats, and the western companies that are active in Kazakhstan, Kirgizstan, 
Uzbekistan, Tajikistan, and Turkmenistan, are the main facets that are explored. This 
information is mainly captured by looking for internet resources and by reading relevant 
literature. Next to this some visits are made at people that were able to provide information due 
to their work or expertise. In this way more feeling is created for the real practice of these facets. 
Desk research 1 has been an important step because it provided competences for interpreting 
the research data in the right way. 
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3.3.2. Interviews 
The real research data collection is done by Interviewing Western companies that are visibly 
active on the Central Asian market.  By 11 semi-structured interviews, information is collected 
about their business models, CRM, and the practice of add-on selling. This information is hard 
to obtain in any other method different from an interview. In order to get trustworthy data about 
these complex issues, a company’s business model and the practice of add-on selling and 
CRM, a face-to-face interview will be the most ideal method.  
The benefit for using a semi-structured interview is its flexibility by allowing new questions to be 
brought up during the interview as a result of what the interviewee says. The protocol of the 
interview can be found in appendix III. More information about the interviewees is given in 
paragraph 3.4. Research Strategy. 

3.3.3. Desk Research 2 
Information is gathered about all aspects needed in support of the business plan that is created 
as a deliverable for COMPANY E. This is done by visiting customers, suppliers, institutes, and 
universities, taking interviews and making observations. 
This desk research created understanding about: Extra insights in the market, a better 
perception of how to do business in Central Asia, and how to interpret the data gathered by the 
interviews in more depth. 

3.4. Research Strategy 
As been explained in previous paragraph the eleven interviews are the main ingredients for 
answering the three research sub-questions and main question. This paragraph provides more 
in-depth information regarding these interviews. 

3.4.1. Reliability and Validity 
Regarding the validity and reliability, four tests have to be taken into account according to Yin 
(1991).  
First of al the construct validity: establishing correct operational measures for the concepts 
being studied. This validity is strongly linked with the skills of the researchers. A firm preparation 
(literature review, desk research 1) is performed in advance. The data collection is carried out 
together with another student, M.H.J.A.T. Timmermans, as mentioned in paragraph 3.3. The 
data in this report is verified by this second researcher to guarantee maximum validity. 
Obviously the interviewees influence the research results as well, in terms of giving valid 
answers. Paragraphs 2.4.3. The Interviewees, will pay attention to this matter. 
Next to this the internal validity need to be sound but this is about the establishing of a causal 
relationship. However, this research is of an exploratory nature and the internal validity logic it 
not applicable. Yin (1991) states that internal validity is only a concern for causal (or 
explanatory) case studies. 
The last validity test, the external validity, is as follows: establishing the domain to which a 
study’s findings can be generalized. The data collection has limitations because of its narrow 
scope by the fact that the interviews only have been conducted at Western companies that are 
visibly active on the Central Asian market. The companies are all not in business with retail 
customers but they all maintain a B2B approach as needed for this research by the way CRM is 
defined (more information in paragraph 2.3.4. Customer Relationship). Future research has to 
exam in which extend the results are valid in other disciplines. 
What is left is the reliability test: demonstrating that the operations of a study, such as the data 
collection procedures, can be repeated, with the same results. Concerning this reliability, all 
interviews are conducted using the same protocol as can be found in appendix III. No elements 
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in the overall aspect of the business model could be ignored, because all building blocks of 
Osterwalder’s business model are addressed one by one during the interviews. Questions 
specifically about CRM and add-on selling are raised consequently during the whole interview. 
Regarding congruency, a checklist ensured that during the interview all questions were covered. 
(Yin; 1991) 

3.4.2. Interviewed Companies 
Most of the interviewed companies strongly focused their business on the Kazakh market 
instead of the whole of Central Asia, but, as can been read in chapter 1. Introduction of this 
report, this is a common fact about Western business intensity in Central Asia. The interviews 
are conducted equally in the 5 biggest areas where foreign investment takes place: Oil & Gas 
Industry, Mining Industry, Banking / financial sector, Consumer goods, and Consultancy. 
(Reports from the International Monetary Fund and the World Bank 2010). Table 3 presents a 
summarization of the 11 companies’ characteristics where the interviews took place. 
All companies find their origin in the Western market and mainly the bigger organizations have 
still their headquarters in West Europe or North-America. In total four corporations are Dutch, 
two Swiss, one is from the United States, and four companies are from the United Kingdom. 
The size expressed by the number of people working at these firms is equally spread from four 
small sized organizations (less then 20 employees), two medium sized (from 20 to 50 
employees), and 5 big enterprises (more then 50 employees). (Represented by table 3)   
 

Company Sector Origin Size Interviewee 
COMPANY A Oil & gas industry NL <20 General Director, Shareholder 
COMPANY B Oil & gas industry NL <20 General Director, Shareholder 
COMPANY C Oil & gas industry UK 20 - 50 CEO 
COMPANY D Mining industry UK <20 General Director, Owner 
COMPANY E Mining industry NL <20 Managing director, Owner 
COMPANY F Consultancy Swiss >50 Managing partner 
COMPANY G Consultancy NL 20 - 50 CEO 
COMPANY H Consumer goods US >50 Finance manager 
COMPANY I Consumer goods Swiss >50 CEO 
COMPANY J Banking / fin. sector UK >50 CEO 
COMPANY K Banking / fin. sector UK >50 CEO 

Table 3; Summarization of companies’ characteristics. 

3.4.3. The Interviewees 
As presented by table 3, the interviewees are all part of the top management and even, when 
not considering COMPANY H, exclusively CEO or an equivalent. They all were aware of 
business modeling and Customer Relationship Management, 4 out of 11 even with the business 
model of Osterwalder, and 7 out of 11 with the term add-on selling or making a cross-sell and/or 
up-sell. Obviously this helped to get in-depth data out of the interviews and clear outcomes for 
the analysis. 
Despite the time scheduled for the interviews was 90 minutes, over 70% of the interviews 
exceeded the planned time because of a mutual enthusiasm by both, the researchers and the 
interviewees, towards the interesting interviews and the topic in general.   
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4. Results 
As mentioned in the previous chapter, this section will deal with analysis of the data that is 
gathered from the eleven interviews hold at Western companies that are visibly active on the 
Central Asian market, completed in the summer of 2010 in Almaty.  

4.1. Introduction 
The bulk of information that is the result from the eleven interviews will be presented in this 
chapter in a structured way. Different aspects of the raw data gathered from these companies 
will be addressed in order to find logic. The next Chapter 5. Conclusion & Discussion, will deal 
with this logic in order to find insights, plausible explanations, and recommendations, that all 
support the main research question: 
 
Should the center of gravity in the business model design rest on the customer 
relationship building block and how will this result in the practice of CRM and add-on 
selling in central Asia? 

4.2. Results 
The results are structured in three sections represented by the equally named paragraphs: The 
nine building blocks of Osterwalder’s model, Stakeholders, and COMPANY E. Next to these 
three ways of data analysis, the virus approach as discussed in paragraph 2.6. Metaphorical 
Explanation will be used to provide a clear observation of how the different topics in this thesis 
are related to each other in the context of Central Asia, in paragraph 4.2.4. Virus Approach. 

4.2.1. The Nine Building Blocks 
The first analysis toke place by clustering the results from the interview into the eight building 
block of Osterwalder’s business model (represented by figure 25). 
 

 
Figure 25; Business model, Osterwalder et al.; 2009 
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 Customer Segment 
Typically for emerging economies is the willingness for Western products and services by their 
inhabitants. Consequently, in Central Asia this can be translated in a large potential customer 
base, especially for the bigger companies that can profit from product-brand or company-brand 
recognition. The COMPANY K is actively monitoring the market in order to keep their services 
up-to-date and according to the CEO, Mister K: “Kazakh people are very positive about Western 
companies and they see opportunities in doing business with them”. On the other hand, the 
expectations are very high.  
This willingness for doing business with foreign companies also finds its origin in the fact that 
there is a lack of resources in the form of technology and knowhow. For instance, Mister G, 
CEO at COMPANY G, argues that in 95% of all the projects where they take part (mainly on 
infrastructure or water-management) at least one other international company is involved as 
well. They simply do not have the sufficient knowledge to realize these kinds of projects without 
any support.  
None of the organizations are in business with retail customers but they all maintain a B2B 
approach and as a result the interview-data distinguishes the following segmentation: 
Multinationals, State owned companies, Medium sized companies financed with foreign money, 
and Local companies (commonly without money).  
The smaller companies struggle to get offers from multinationals or (often very big) state owned 
companies. Although this problem occurs in a Western market as well, there is a belief that this 
problem is more accurate in Central Asia because of a less sophisticated market strongly 
skewed towards big companies. Nevertheless, there is still a big market potential for them when 
focusing on the smaller sized (potential) clients.  
The larger companies interviewed had all the advantage of corporate clients which are oblique 
to do business with them but they had next to these still a sufficient amount of customers from 
other segments. 
Both companies operating in consumer goods find a real difference in their business model in 
the fact that there are simply not enough supermarket chains to supply but instead plenty of 
small “kiosk-style” shops. The only way to supply their goods is by distributors. In their vision, in 
order to succeed on the market, they have to see their customer, the distributors, as real 
partners.  
 

 Value Proposition 
The value the interviewed companies provided to their customer segments can be categorized 
in three elements. Logically, their operational success lays partly in the uniqueness of these 
elements. Firstly, some companies offer expertise, knowledge, and knowhow, that is simply not 
present in Central Asia.  
Next to this, more than half of the interviewees mentioned that trust-perception is very important 
for them. Obviously this especially applies for the banking sector but also other sectors do 
benefit from this aspect. Mister J, CEO at COMPANY J, even stated “what we sell is trust, not 
more and not less”. 
As acknowledged in previous section and to certain extend affiliated with trust is the third 
element: product-brand and/or company-brand. “people like luxury and therefore they are wiling 
to pay double for a product that says – made in Germany – with the same quality as for instance 
a Russian one”. (Mister I, CEO COMPANY I)   
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 Distribution Channels 
Typical for Central Asia is the enormous size of the area and the fact that its infrastructure is not 
highly developed (although rapidly improving). Products and services come slowly to the 
customer for the reason that there is only a limit amount of production in Central Asia, internet is 
very badly developed, and the countries are behind in terms of competent employers and 
technology. 
Small companies use there flexibility to deal with this situation better then there competition. 
They are inventive to solve logistic problems followed by a quick responds to the situation.  
A major problem as observed in 8 out of 11 interviews is the “customs”. “Customs is big trouble; 
you need to find smart solutions” (Mister I, CEO COMPANY I). At COMPANY I they sure did in 
one case by changing their supply route for their products via Kirgizstan instead of Uzbekistan, 
resulting in the possibility to deliver more fresh wares to Tajikistan. Most companies seek smart 
solutions by warehousing and to establish strong ties with their main suppliers. Most products 
have to be imported and good agreements with suppliers and the practice of supply 
management helps to generate a more smoothly process flow. Warehouses enable quick 
deliveries but it is a costly method. The smaller companies are seeing opportunities in repairing 
old products and sell them with local content. 
Next to this practical approach, the building block “Distribution Channels” also describes how to 
reach and obtain (new) customers. As noticed earlier, some companies profit from corporate 
clients, like for instance counting for 25% of all customers at COMPANY F. There is also a 
downside, because often they are also not free themselves in their own choices regarding 
corporation with third parties.   
Really being visibly on the market, and not operating trough agencies etc, is an important 
essential feather. Next to this the success of reaching and obtaining customers in Central Asia 
lies far more in the building block “Customer relationship”.  
Furthermore, also the Key-partners were mentioned as a good entry to new customers. Mister 
G. Wessink even argues: “Key-partners are the way to get in touch with potential customers or 
to get new orders”. 
 

 Customer Relationship 
This building block is indicated as the one that is very costly and time consuming, but on the 
other hand a crucial part of the business model concerning the Central Asian market.  
The participants compared the market with other emerging markets, where doing business is 
about relationships as well. Culture and tribe structures are still nestled in the business world, 
represented by al kind of social groups with their own networks and power distribution. All 
companies interviewed are actively ensuring the relationships with their customers. But “these 
relations are totally different from those in the West” (Mister K, CEO at COMPANY K). Personal 
relationships are essential accordingly and the companies’ success factor is closely related with 
the time they spent with their customers. The majority of the smaller companies even argued 
that a contract is less important than shaking hands on a business deal. About the personal 
contact with your clients acknowledged the CEO of COMPANY C, Mister C, that in some cases 
business can become rather close: “Sometimes, first drink vodka and join a banja, before 
actually do business with your customer”. 
The Asiatic character of the relations makes it hard to build on sustainability because people are 
very friendly, even if they don’t want to do business with you. This is quite different compared to 
the situation in Russia, their big neighbor with whom they share their history. It makes it difficult 
to say when exactly there is a real relationship.   
Another discrepancy, different from the culture aspect that influence the relations, is the fact that 
the relationships are maximum for 19 years established now because independence dates back 
to 1991. All interviewed companies are less then 12 years on the market and therefore the long 
relationships are not comparable with those in most other emerging economies.  
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An important aspect about the relations is to find out where exactly the decisions are made 
(argued by 6 out of 11 interviewees) and who has a relation with whom (5 out 11 interviewees)? 
It is a small world where power is centered on a few people that are really important. Seniority 
and status are important in order to be able to access these powerful people. Respect is 
indispensable and customers should be treated in that way. Some interviewees indicated that 
the knowledge level of their clients about doing professionally business is not always that high, 
but in those cases it is essential to take care of the situation respectfully. 
Overall, the companies indicated a distinction in the length of the relationships and the aim of 
putting a lot of effort in them. In an early stage, the company has to protect itself from “switching 
customers”. In a later stage, when tackled this problem, effort is essential to maintain and to 
take advantage of the relationship with your customers. To bind customers in an early stage, as 
described above, it is necessary to adept to the local norms and culture, make the relation 
personal, submit lots of effort, and treat the customer in a respectful way. This all need to be 
done in such a way that the perception and the mind of the customer are shaped assertively. 
This binds the customer to the company and makes them to a certain extent depended. 
“Perception and shaping the way customers think about COMPANY F is very important. Even if 
you can’t really help a customer by adding value he still has to feel that he need COMPANY F”, 
as stated by Mister F, managing partner at COMPANY F. 
He also argued that it can be hard to build relations with customers whom are told by their 
mother company to go into business with them, the so called corporate clients, especially in an 
early stage. These relations are not based on the idea to profit from them in the future, but just 
for creating a pleasant business atmosphere. 
For all other customer segments, as noticed earlier, one “golden business rule” cropped up 
during the interviews: It’s all about spending time with your customers. Some companies are 
even totally integrated in the business of their customers and vise versa. The smaller 
companies explained that they use their flexibleness to establish dedicated relations with their 
customers and that they can give a lot of attention to their clients, right on the moment and 
place that it is needed. They not only customized their product, but also their whole process of 
doing business with them. 
In the case of COMPANY H and COMPANY I, the cooperation and business integration is most 
obvious. Both work with only a few distributors who sell their products to supermarkets and end-
users. The two interviewees clearly stated that these distributors are seen as real partners of 
the company. This partnership is characterized by a mutual knowledge transfer. Both consumer 
goods companies get in-depth market insights. The distributors get assistance in marketing, 
sales techniques, logistics, warehousing, etc. Obviously, the relationship is very strong and 
focused on the long term. Both parties are dependent on each other, not only because of visible 
aspects such as adjustments in the warehouses and distribution channels that is perfectly 
shaped around the particular products, but also because of the integration of both their business 
processes. The fact that COMPANY H and COMPANY I represent strong brands and that they 
have a worldwide knowledge network, makes them an interesting partner for local companies. 
Although the relationship building block is a crucial component of their business model, both 
companies are not taking advantage of their strong relationships in the same way the other 
companies do. 
Like the other bigger companies interviewed, they make use of dedicated relationship managers 
for their biggest customers, have regular meetings at every level, and some of them employ a 
special key account team. The difference lays in the fact that they make use of add-on selling 
the other way around as will be explained in a few lines. 
First of all, all the participants agreed on the fact that relations are more important and that 
these relations with your customer can be seen as a resource that is worth lot of money. Add-on 
selling is the mechanism to profit from the relationships and as agreed by all the interviewees, 
more clearly present in the central Asiatic market.  
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Because of the unique position of both consumer goods firms, they apply add-on selling in a 
different way from the rest. Their customers would like to be supplied by high volumes and all 
the different products right a way at the start of their relationship building with the company. 
Nevertheless, the add-on selling initiatives are only started by COMPANY H and COMPANY I, 
after a client has proven to be professional and trustworthy.  
Regarding add-on selling it were especially the smaller companies that came up with one 
example after another. For instance Mister B, general director at COMPANY B, explained that 
he did not earn any money with the sale of a 25 meter long tube for only 2000 euro’s (half of the 
normal prize). But shortly after this order he made a big sale with a margin of 30% at this same 
customer who still keeps on buying from him. 
Another example was given by the CEO of COMPANY C, Mister C. In Tajikistan he came up 
with a smart plan to deliver much quicker via a charter flight, this inventive plan occurred 
because they are a small flexible company. After the delivery they had such a good relation that 
they are still in business with this customer. Sales are made very easily and they profit from a 
out of the ordinary high margin. 
 

 Revenue 
On first hand no real difference in this building block with the “West”, but when looking to the 
ties the revenue block has with the others, it is strongly linked with the customer relationship 
block. Of course this block itself is in most cases as simple as “buy products and sell them with 
a profitable margin”, Mister H, financial manager at COMPANY H, or “Just the needed fee we 
ask for our staff”, Mister F, managing partner at COMPANY F. But here the practice of add-on 
selling turns up and revenue seems to come directly out of the relationships established with the 
customers. The stronger this relation is, the more revenue is obtained from them. “When 
relationships become more mature the amount of business increases spectacularly”, Mister J, 
CEO at COMPANY J. 
Some interviewees pointed on the difficulty of the choice about the amount of information you 
will give your customer before really obtaining the order.  
 

 Key-Resources 
According to the interviewees the most important resources for them are: Experienced, well 
trained Staff (11 out of 11), product-brand and / or company-brand (9 out of 11), and market 
insights (6 out of 11).  
Concerning the staff, at all the companies minimum 90% of them, or even more is local, but the 
top management is solitary formed by expats. The locals are willing to work at a foreign firm 
because usually they get an in-house training and good opportunities and forecasts regarding 
their work and future. Payments are not high at the bigger companies and 4 of the smaller 
companies told to work with a bonus system to build on commitment. 
The product/company-brand resource applies to almost all the companies but they have a 
different meaning. Bigger companies profit from the “association with the foreign brand” like 
explained in the section “Value proposition”. Smaller companies profit from “being known in your 
sector” by customers and potential customers. Reputation and having a big network, including 
knowing the decision takers of your customers and key-players in the market, are important 
resources to obtain success. 
The market insights come mainly via the customers because of the deep relationships the 
companies have established with them. 3 Companies explicitly stated that their relationship with 
their customers is the biggest resource for them. Market insights also are acquired by key-
partners. Interesting is that all interviewees notify that their network in Central Asia is crucial 
although most of them didn’t brought it up during the discussion of this building block, by calling 
it a key-resource. 
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Next to this, most of the bigger companies pointed on the possibility for them to rely on 
worldwide experience and knowhow. 
 

 Key-Activities 
Next to the key-activities that are needed for the specific product or service the company offers, 
some common other key-activities were raised by the interviewees. 
First of all relationship management is addressed as one of the most important activity by all 
participants. Some called it CRM, others networking, but most of them just: establishing and 
retaining strong relations or something quite similar. According to these relations, not only the 
relationship with the customers is crucial in doing business, but in 8 interviews the importance of 
the relations with key-partners are mentioned as well. For example, COMPANY H and 
COMPANY I see their suppliers as key-partners and the relation with them is vital for their 
supply chain management. Because of the strong product-brands, Mister I, CEO at COMPANY 
I, even states: “We have far more problems with our very big suppliers and this is pretty time 
consuming compared to the relations we maintain with our customers”. 
Next to the (customer) relationship management, training of the staff and issues regarding 
perception, were mentioned the most during the interviews (both 5 out of 11). “Last month, part 
of our staff followed training in Germany and Canada”. (Mister B, general director at COMPANY 
B). With perception, the interviewees meant shaping the mind of the customer and they need 
market- and customers insights for this. 
 

 Key-Partners 
“Relationship management is – the - distinction between being successful yes or no” (Mister K, 
CEO at COMPANY K). He, but also the other interviewees, all point on the importance of having 
a good network, including “people who can introduce business to us” (Mister J, CEO at 
COMPANY J). They all agree that relations are more important in Central Asia compared with 
the situation in the “West”. Local partners are needed to open doors and facilitate processes. 
Interesting aspect is that 8 out of 11 participants see their customers as key-partners, 4 out of 
11 their suppliers, and as noticed earlier all the big interviewed companies have all some 
partners they are obliged to cooperate with because of worldwide legislations. 
COMPANY H and COMPANY I are the most clear about seeing their customer as a key-
partner. Their whole business is adapted to the situation of their customers. More about this 
internal linkage is described at the customer relationship building block. 
On the same time, it is important to focus not solely on one or only a few partners. It happens 
that a partner loses power and when you rely excessively on them it can be dangerous to your 
business.  
The importance of key-partners becomes clear when looking to the tendering system. Without 
contacts with the tender board it is almost impossible to obtain the tender (as stated by 4 
interviewees). Some would call this corruption but on the other hand you can say this is just the 
way of doing business in Central Asia. It is necessary for the board of the tender to get to know 
the people behind the company they are dealing with.  
Overall, most interviewees argued that it can be profitable to know people with a certain status 
on every business layer. Many deals are made regarding the business role: it is al about doing 
your business partner a favor and you will be granted in return. For the Central Asian market 
this rule seems to be far more accurate. 
 

 Cost Structure 
Regarding this investigation there were no real differences in the cost structure that the 
participants could came up with compared with doing business in a more western economy. 
Most costs were just related to the specific product or service they offer. Nevertheless, some 
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interviewees (5 out of 11) pointed on the high cost of the practice of (customer) relationship 
management.  

4.2.2. Stakeholders 
Some information out of the 11 interviews can not been addressed by the building blocks of 
Osterwalder’s business model. The information is mostly about forces outside the business 
model that can and/or do influence the way the companies are doing business in central Asia. In 
order to analyze this data, the stakeholder theory is used to structure the information 
(Represented by figure 25). It is important to keep in mind that the data is not a result of an in-
depth investigation of the different stakeholders in the stake holder theory, but it is build around 
the business model of Osterwalder. 
 

 
Figure 25; Stakeholder theory by Donaldson and Preston (1995) 

 
 Governments 

Relations within the government are characterized as important by 7 out of 11 participants. It is 
regarded as vital to communicate with the government in your oblast as well with the overall 
government. Many ministers are just around 35 years old. Not all of them are considered to 
have the right skills for their job or did have a good education. Therefore their decisions are not 
always that good. Nevertheless these ministers are open for ideas & discussions and when a 
company or representatives of a branch talks with them, often decisions are changed. Mister K, 
CEO at the COMPANY K, gave a recent example. A reintroduction of tax on oil and minerals 
occurred some months ago because the situation after the crisis is improving. The government 
knew that there was some kind of tax before the crisis and so without investigating the 
consequences they introduced a tax again. After conversations with companies they understand 
what it mends for the export of some minerals that are part of a very specialized industry. Now, 
the tax does not apply for half the minerals. 
One of the most promising programmes as introduced by the Kazakh government is the long-
term development strategy "Kazakhstan-2030: Prosperity, security and improved living 
standards for all Kazakhs". The ultimate goal of this programme is to be among the 50 most 
competitive economies in the world. All interviewees knew about this program.  
As in many post-soviet republics, corruption used to be pervasive in the whole of Central Asia. 
The participants indicated that due to efforts by both governmental and non-governmental 
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organizations, the awareness of politicians and businessmen that corruption has to be banned 
is raising. More about corruption at “Communities”. 
 

 Investors 
As can been seen in the statistics, some interviewees pointed on the fact that foreign 
investments has grown over the last few years and still is. During the crisis the government has 
bought big companies and these are still state owned. Most of them will be privatized as 
expected by the participants. Foreign direct investment is 10% of the GPD steadily over the last 
10 years when ignoring the recent small dip because of the world wide crisis. The country is 
strongly recovering and goals are everywhere positively adjusted. 
Investment has been dominated by Russia but the West, Turkey, and the last few years China, 
are all rapidly enlarging their investments in Central Asia. Sometimes investments are made out 
of strategic motives. COMPANY B for instance is a joint venture with a local Kazakh company. 
Not because this company is adding any value to the products and services of COMPANY B, 
but to get access to a wide network of customers and partners (Mister B, general director at 
COMPANY B). 
Another strategic characteristic as proposed by three interviewees is the difference between 
being an international company operating on the Central Asian market and being a Kazakh 
company with affection to a world wide firm. For the bigger companies interviewed the first 
method is far more successful. 
Next to this, especially applying for the financial sector, having a nice office and a good strong 
image is important in order to maintain the perception of being a Western company in the eyes 
of the customer.  
 

 Political Groups 
From the independence of Kazakhstan the country is ruled by mister Noersoeltan Abisjevitsj 
Nazarbajev. The companies interviewed have doubt about the democratic nature of the country 
but at least the situation in the economical hearth of Central Asia is stable and positively 
improving.  
The situation will not quickly change as argued by several interviewees, because politics is 
deeply nestled in business. Some participants even stated: Eventually, everything is owned by 
one man…. Knowing people that are somehow closely attached with his network can be very 
beneficial. 
 

 Customers 
On the question: were lies the point of gravity in the business model? 100% of all interviewees 
pointed on the building block customer relationship. Customers are influencing strongly the way 
a Western company has to position itself on the market. This influence becomes clear when 
reading the above data about the building block “customer relationship. 
 

 Communities 
Different business communities or better allocated as partner networks exists in Central Asia. 
Important regarding these networks is to be aware of the risks by relying too much on just one 
group. Literally, when a company is too deep nestled in one network, then the other partner 
networks do not want to do business anymore. Important is to have “friends” in all kind of 
different networks thus the interviewees, and to stay out of anything that has to do with bribery.  
Regarding the bribery, the Western companies interviewed all explain that this is not a big issue 
for them. They expect bribery to be very high in business between local companies and in 
governmental organizations. Nevertheless, the local companies are aware that western 
companies are not into bribery, probably also because all interviewees argued to communicate 
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externally as well internally that bribery is under no circumstances accepted. When anyone is 
not accepting this code of conduct, this person or company will be putted on a black list and 
some bigger companies even clarified to consider taking further actions. 
The companies forecast a better future in where this typical problem for emerging economies 
will be abandoned. Politics are aware of the problem and acting proactively, like can be seen by 
the recent signal that this year (2010) Kazakhstan will be the chairman for the Organization for 
Security and Cooperation in Europe.   
 

 Employees 
The law system is paying a lot of attention to the employees. It is not that easy to fire someone. 
For the government it is important to keep the inhabitants quiet. “The government strives 
towards social security like free medical belongings, cheap energy, etc.” (Mister K, CEO at 
COMPANY K). 
Regarding the employees, the locals take often contact / family baggage with them. Obviously 
this is important for a company to realize because this baggage can be good sometimes but 
also have negative effects. 
Some interviewees indicated the problem of foreigners which only come for two years. It is 
difficult to transfer relationships and therefore expats usually stay for long periods.  
 

 Trade Associations 
Trade associations are growing in number but still a rare phenomenon on the Central Asia 
market (at least those where business do really profit from). Most trade associations mentioned 
during the interviews have to do with the mining industry. 
 

 Suppliers 
Logistics is a big problem in Central Asia as indicated by most of the interviewees. Especially 
the logistics in order to be supplied, because of the enormous distances, customs, and the 
position of Central Asia as a region far a way from everyone else in the world. More information 
is already given above under the building block “Distribution Channels”. 

4.2.3. COMPANY E 
Mister E started COMPANY E in February 2008 because he was aware of the opportunities the 
Central Asian market has to offer. Now, these prospects are still correct and because of two 
years of hard work, the time is right to take advantage from the strong situation the company 
has positioned itself in. He wants to build on the right values with a focus on the long run. 
COMPANY E has to grow into the position of a heavy weight as a supplier of mining equipment 
in Central Asia. Thanks to this outlook, both customers and the company itself can rely on the 
long lasting relationships that COMPANY E established with its customers and those that will be 
made with potential clients.  
COMPANY E strongly focuses on the Kazakh mineral mining market. The customer base is now 
mainly located in Kazakhstan and in two years time COMPANY E has been building on 
knowhow about doing business in the mineral mining industry. The four values that COMPANY 
E is building on can be indicated as: Trust, quality, Service, and Relationships. In order to fulfill 
the requirements of the mission: “Becoming an established partner as a supplier in the mining 
industry in Central Asia”, the company has to focus on their relationships with their customers. 
Only by being a trustful partner that delivers high quality products with a brilliant service the long 
lasting relationships can be secured. 
The strategy COMPANY E applies in order to obtain the main objective: “Becoming a 
sustainable player on the market whit a focus on the long term” is expressed along these lines: 
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Building on strong long lasting relationships with trustful clients through delivering customized 
total packages of high-quality products with a fair price, fast delivery, and high flexibility. 
 

 
Figure 26; Unique approach to the mining business in Central Asia 

 
As can be seen in figure 26, the prior is roughly translated into two value creation circles. The 
left circle shows a quite common effect about building strong long lasting relationships because 
of the fact that COMPANY E is delivering high quality, customized products, with a fast delivery, 
against a fair price. After two years, more and more companies become aware that COMPANY 
E is not just a visitor but a permanent trustful player for the long term. Now is the time to benefit 
from this situation by add-on selling; Making a re-sell, up-sell, or cross-sell. The strong long 
lasting customer relations, which are developed by the practice of CRM, can be seen as a real 
resource and it is the way how COMPANY E is capturing value. By broadening the product 
scope in the near future, extra opportunities arise for cross selling activities. This in combination 
with the understanding of, on what products to focus regarding competitor’s choices and which 
financially are the most interesting, is making this circle even more important.  
Where the left circle is more focusing on capturing value, the right circle is paying more attention 
on delivering the value to the customer. COMPANY E has a Dutch management, a big supplier 
network, her own warehouse, and in-house knowledge about customs. This altogether makes 
the company fast, mobile, and flexible. It enables COMPANY E to understand the customer and 
quickly respond to their needs by delivering high quality, customized products in a fast way. 
 
In figure 27 can be seen an enormous growth in sales, with a matching increase in revenue 
accrued in the life span of the firm. Interesting is the fact that despite the amount of customers 
did not change that much in the last year of COMPANY E existence, the order success rate 
increased significantly from the third quarter of 2009, both in number and dollars as represented 
by figure 28 and figure 29. 
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Figure 27; Sales, Costs and Revenue over COMPANY E’s lifespan 
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Figure 28; Order success in numbers over time 
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Figure 29; Order success in USD over time 
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The order success rate can therefore be subscribed to the add-on sells that could be made 
thanks to the strong relationships that are established between COMPANY E and her 
customers. 
It appears that the company increasingly can rely on their customer insights and their 
relationships. When looking at figure 30, two clear linear relations are presented on logarithmic 
scale. Here can be seen as well the fact that there is a better understanding of the customer. 
The negative relation between the blue dots represents a decrease in the total amount of offers 
(in dollars per month). In contradiction with this decrease, a clear increase in the total amount of 
orders (in dollars per month) is presented by the relation of the yellow dots.  
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Figure 30; Development of offers and sales prices 

More information about COMPANY E can be found in appendix I. Here, a detailed business 
plan can be found that is produced as a deliverable chronically with this thesis.  

4.2.4. Virus Approach 
In paragraph 2.6.2. Virus Approach a metaphorical explanation is given by comparing the value 
discipline customer intimacy with a biological virus. This approach will now be used as a way to 
analyze the data from the 11 interviews. 
  

 Customer Intimacy 
All eleven participants of the interviews make use of the value discipline customer intimacy. 
They said they do so in order to maximize their potential in Central Asian because of the typical 
characteristics of the market. The single most significant aspect of the market is the importance 
of the personal relationship with the customer.  
 

 Need for a host company 
Central Asia has an enormous customer base that is willing to build relations with the West. 
People and organizations highly trust Western companies and their products.  
The interviewees take advantage of this position of being a Western company. They often do so 
by offering expertise, knowledge, and knowhow, combined with a strong company- and/or 
product brand. They all are aware of the need to be flexible and totally customize not only their 
product range and services but their management style as well. They are willing to find the 
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perfect solution for a particular customer. A strong focus exists on maximizing such a 
customer’s life time value instead of making a single business deal. 
 

 Find a suitable company to apply Customer Intimacy 
As mentioned before Western companies can benefit from the large customer base that strongly 
trust them and want to build relations with the West. This in combination with the awareness of 
these Western companies for the need to customize products, services, and their management 
style, enables them to apply the value discipline customer intimacy. 
The bigger companies interviewed mentioned that their acquisition of customers is relatively 
uncomplicated. They profit from corporate clients and strong partners that can smooth the 
progress of acquiring customers. Next to this, as mentioned before, company and product brand 
are important issues, like for instance both companies interviewed in consumer goods. 
COMPANY I and COMPANY H are totally infiltrated in their customer’s processes. Next to their 
core business, they give trainings and transfer knowledge to their customers.  
The smaller companies interviewed are very flexible and able to infiltrate by finding smart 
solutions that totally fit the acquirements of their customers. 
An overall benefit for Western companies is the lack of production, expertise, knowledge, and 
knowhow in Central Asia. The economy still strongly relies on their natural resources; 
nevertheless the demand for products and services keeps on rising. Western companies are 
able to profit from this strong demand in combination with customer intimacy because the 
process of finding a suitable company and to start to infiltrate in them is less hard. 
Although these positive market potential, the interviewees identify customer intimacy as a time 
consuming and very costly process. During this process the single most important aspect is the 
relationship you establish with your customer.  
 

 Start with CRM and add-on selling 
The interviewees identify CRM as a crucial part of their business in Central Asia. The before 
mentioned relationships are vital for the customer intimacy discipline and therefore need to be 
managed excellently.  
The better the relationship with the customer the deeper the companies interviewed can 
infiltrate into their customer’s business. At the same time the companies learn about their 
customer. These customer insights make it possible for them to customize their products and 
services in such a way that facilitates an increase in the customer life time value. The 
mechanism that makes this increase possible is add-on selling. 
All interviewees recognize this mechanism in their business as a key-method to benefit from the 
strong relation that is established with a customer. Next chapter will provide a deeper analysis 
of the customer relationship in paragraphs 5.1.2. Customer Relationship and 5.1.3. Forces 
around Customer Relationships. 
 

 More customer insights, a better financial position, so stronger position in the 
economy 

Two benefits occurred at the companies interviewed. By maximizing the total customer life time 
value and making use of add-on selling, an increase in profit automatically follows. Because of 
this stronger financial position the expensive undertaking of CRM can now logically been 
extended to other customers. On the same time the companies were able to learn from their 
customer in terms of customer insights that can be used in other customer’s businesses. In 
paragraph 5.1.4. Add-on Selling, an analysis of the data from COMPANY E provides a good 
representation of this phenomenon.  
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 Start customer intimacy at the next company, probably one with close ties with 
the first host company 

A strong belief exists about the assumption that after “infecting” the first host company with the 
customer intimacy “virus” an epidemic situation will occur that is recognized by “infecting” similar 
companies and/or companies with close ties with the first host company. Unfortunately no 
attention is paid to this observable fact because it is not in the scope of this research. Paragraph 
5.4.3. Future Research will give directions for future research that can provide an immense 
enrichment to this research.  
 

 Pay attention to all stakeholders of this new company 
The importance of the partner network and the share of all stakeholders in a customers 
company is closely related with this research but again not in the scope of this research. More 
about this concern can be found in Paragraph 5.4.3. Future Research. 
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5. Conclusion & Discussion 
This chapter will deal with the implications of the data collected by the interviews as presented 
and analyzed in previous chapter. First the dataset will be linked with the literature reviewed 
(Chapter 2), paragraph 5.1. Discussion on Research Results, followed by the answering of the 
research question and its supplementary sub-questions, 5.2. Answers to the Research 
Question. These concluding specifics have practical implications that are discussed in 
paragraph 5.3. Managerial Recommendations. The last section is about the limitations of this 
research and the directions for future research, paragraph 5.4. Limitations & Future Research.  

5.1. Discussion on Research Results 
Next sections will discuss the analyzed data of chapter 4. Results and it will be related to the 
theory as founded in chapter 2. Literature Review. More specifically with the business model of 
Osterwalder, CRM, and Add-on selling.  

5.1.1. Relationship Management  
When analyzing the data, the importance of relations in Central Asia can clearly been 
distinguished.  
The Central Asian market is indicated as a high potential environment for Western companies. 
But with caution, because it need a different approach and therefore a different business model 
compared to the Western markets. Large multinationals stuck to their global business model but 
do fine-tune their model to the specific Central Asian characteristics. Medium and small sized 
companies totally adjust to the market by applying business models that are focused on 
relationship management.  
Business success is strongly connected with the relationships companies establish with 
partners on every level, but crucial are their relationship with their customer.  
The building block customer relationship is of vital importance and need special attention when 
operation on the Central Asian market.  

5.1.2. Customer Relationship 
The fact that the building block “customer relationship” is indicated as the one that is very costly 
and time consuming, but on the other hand as a crucial part of the business model, has a logic 
explanation.  
This explanation can be found in the history, culture, and economical situation of the five 
countries that outline Central Asia. These three aspects make that doing business in these post 
soviet states is not as organized as the West and more back to basic. It is about knowing people 
and being known, spending time on building strong long lasting personal relationships. When 
there is an intense personal relationship with the customer there are possibilities to go into 
business. It is necessary do be aware of the importance of this kind of customer relationships 
and to actively apply customer relationship management. Hereby is meant CRM as defined at 
the right side of the CRM Continuum (represented by figure 31).  

 
 
 
 
 
 
Figure 31; The 
CRM continuum, 
Payne et al.; 
2005 
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By applying CRM, defined broadly and strategically, this kind of management will prevent a firm 
from switching customers, it provides customer insides, but overall it binds the customer, 
sometimes this customer can become dependent, and it can turn the customer into a resource. 
There are different forces inside and outside the business model that typically influence the 
customer relationship building block or vise versa as illustrated by the next section.  

5.1.3. Forces around Customer Relationships  
The large customer base of Central Asia (C) is recognized as a group that is willing to go into 
business with Western companies (A). Not only because of company- / product-brand (D) and 
the lack of expertise, knowledge, and knowhow (E), in these countries but also because they 
are open for relationship building (A), especially if this takes place with respect for them and 
their culture. They have trust in Western companies (B) and rely on established relations.  
The companies can rely on the above mentioned capabilities. Next to this, (smaller) companies 
are flexible (F) and can come with a totally customized product and / or service (G), using fast 
channels for good delivery times (I), have in-depth custom knowledge (J), and they pay 
attention to their customer right on the place and time when the customer needs it (H). 
Suppliers’ and customers’ business are often even integrated into each other.   
It can be stated that CRM (M) is a vital key-activity, necessary to focus on, in order to be 
successful on the Central Asian market. New customer relations arise mostly out of this CRM 
(M) or sometimes via partners, occasionally corporate clients (Q) or a new client via the network 
of a partner (R). These customer relations are costly to establish and maintain (S) but directly 
linked to revenue by making use of add-on selling (K), as will be explained in the next heading, 
“Add-on selling”. Obviously, first a normal sale (L) takes place because of the relationship.  
A well skilled staff (N) that understands the importance of the relations and communicates the 
customer insights (O) internally is an essential resource. The customer relationship (P) itself can 
also been seen as a key-resource as supposed earlier because of the practice of add-on selling 
(K). Previous is presented graphically by figure 32. 
  

 
Figure 32; Representation of intern forces around customer relationships 
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Next to these forces from inside on the customer relationship building block, there are also 
several forces from outside the business model that have (in)directly influence on these 
relations. 
When looking to the results, clustered by the different stakeholder groups of the stakeholder 
theory, relationships with partners are of high value to the company. These relations are already 
indicated in figure 32 in the partner network building block by the new customers who can be 
reached via partners. This can be done by searching for the right investors and establishing 
alliances. Relations within a network that has ties to the political network can be very beneficial 
as well with business communities in where the members help each other.    

5.1.4. Add-on Selling 
The mechanism to profit from the strong long lasting relationships is add-on selling. This means 
making a re-sell, cross-sell, or up-sell as indicated in figure 32 in the revenue building block. 
The importance of add-on selling because of the magnitude of customer relationships in Central 
Asia is confirmed by the research data.  
When looking closer to this mechanism by the more in-depth data about COMPANY E, add-on 
selling becomes more obvious. The business model is conceptualized by Osterwalder et al. as 
the rationale of how an organization creates, delivers and captures value (Osterwalder, et al.; 
2009). Value creation, delivering, and capturing, is presented by the two value cycles as 
described in paragraph 4.2.3. COMPANY E and presented by figure 33. 

 
Figure 33; Unique approach to the mining business in Central Asia 

 
Where the right cycle visualises how they deliver their value proposition to the customers and 
create customer satisfaction that strength their relationship with these customers, the left cycle 
represents the real value creation process and the company’s value capturing logic. This cycle 
focuses on capturing value by the practise of CRM that turns the customer into a resource, 
which can be used to create value by making a re-sell, up-sell, or cross-sell.  
Also by analysing the financial situation of COMPANY E as performed in paragraph 4.2.3. 
COMPANY E, the practise of add-on selling becomes clear as the way COMPANY E makes 
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profit and proofs that their approach towards the importance of customer relationship in Central 
Asia is working.  

5.2. Answers to the Research Question 
First, the three sub-questions are addressed, followed by the answer on the main research 
question. 

5.2.1. Sub question A 
 
Should the center of gravity in the business model design, rest on the customer 
relationship building block due to the characteristics of the central Asian market? 
 
As indicated by previous paragraph, strong long lasting relations need to be established with 
customers. In respect to the business model of Osterwalder, this happens in the customer 
relationship building block. Osterwalder conceptualizes this block as follows: “The relationship 
element describes the relationship a company establishes with a target customer segment. A 
relationship is based on customer equity and can be decomposed into several relationship 
mechanisms” (Osterwalder; 2004; page 71).   
The term customer equity in the conceptualization above is composed by: customer acquisition, 
customer retention, and add-on selling. By the term relationship mechanisms the scientist relies 
on mechanisms that have the function of personalization, trust building, and / or brand building. 
These three functions are clearly present Central Asia as indicated by figure 34 (A, B, D, M & 
P). Next to this, the figure gives a plain representation of the forces around the strong, long 
lasting relationships. All building blocks need to anticipate on the gravity of the business model 
on the customer relationship building block.  
 

 
Figure 34; Representation of intern forces around customer relationships 
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Companies do not only shape their business model regarding these relations but also affects 
their activities and management as will be indicated by the next sub-question. 

5.2.2. Sub question B 
 
When the center of gravity rest on the customer relationship building block of the 
business model, how will this result in the practice of CRM? 
 
The importance of the customer relationships makes it vital to an organization to manage them 
carefully. Customer Relationship Management is adapted in the business model of Western 
companies and even indicated as a main key-activity that is crucial to them.  
The term customer equity is used by Osterwalder to indicate three factors where the relations 
are based on: customer acquisition, customer retention, and add-on selling. Indeed, the 
Western companies operating in Central Asian establish their customer acquisition and 
customer retention by the use of CRM (M). Customer Relationship Management is closely 
linked to add-on selling as will be expressed by the next section. 

5.2.3. Sub question C 
 
When the center of gravity rest on the customer relationship building block of the 
business model, how will this result in the practice of add-on selling? 
 
Add-on selling is the mechanism to take advantage of the strong long lasting relationships with 
customers. The Western companies see their customer base as a resource that is worth a lot of 
money (P). Making re- up- or cross-sells is indicated as the methods to make profit out of this 
resource (K). The financial data about COMPANY E and their two value cycles as shown in 
paragraph 4.3.2. COMPANY E are a good practical implication of how the customer relations 
are established and maintained by CRM. They build a customer base and two years of focusing 
on these relations is now paying of by making use of add-on selling. 
 
These three sub-questions result in the answer to the main research question: 

5.2.4. Main research question 
 
Should the center of gravity in the business model design rest on the customer 
relationship building block and how will this result in the practice of CRM and add-on 
selling in central Asia? 
 
Western companies, actively and visibly operating on the Central Asian market need to 
anticipate on the importance of customer relationships. The center of gravity in their business 
model needs to rest on the relationship building block. Customer Relationship Management is 
widely used by the companies to mange the relationships with the customer and indicated as 
one of the key-activities they perform. Add-on selling is the mechanism to take advantage from 
these relations by making a re-sell, up-sell, or cross-sell.  

5.3. Managerial Recommendations 
This thesis provides important results for Western companies, operating on the Central Asian 
market, or those who are willing to do so.  
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First of all, a Western business model needs some modification before it can be applied in 
Central Asia in order to be successful. This process of reshaping the business model, as well as 
that of new designed models, should pay strong attention towards relationships. Relationships 
are important everywhere in the world but in Central Asia even regarded as vital in order to 
obtain business success.  
For instance, special attention is needed towards the relationships that have to do with a 
company’s supply chain, for the reason that there is a lack of production in this area, Central 
Asia’s logistically unbeneficial position, and the difficult paperwork and custom regulations. 
Good relations are a big help in order to comprise smooth supply-processes.  
The importance of the relationships with key-partners should be properly examined. Like people 
who, or firms which can introduce business, local partners to open doors and facilitate 
processes, or in politics and governmental organizations. These relations can transpire on every 
level, from the creation of a joint venture to ensure a customer base, to the employment of the 
right people with the right family baggage. Regarding these relationships it is good to stay 
widely focused and not solely on one key-partner, because the powerfulness of people and 
organizations can change rapidly. 
Next to these areas of awareness, the customer relationship should be the number one 
concern. In relation to the business model design, an organization has to make sure that the 
eight other building blocks all support the customer relationship building block when using the 
business model as developed by Osterwalder et al. By understanding this way of accomplishing 
strong, long lasting relationships with customers, the right focus and gravity in the business 
model from the beginning prevent companies from unnecessary start-up problems.  
An important step in the design process is to orientate on how to establish and maintain 
relationships with the customer. Almost automatically this means that companies should apply 
Customer Relationship Management. By doing so, the customer relationship can become a 
resource, worth a lot of money.  
Regarding to CRM, many varieties of management decisions can be made, closely linked with 
the supporting capacity of the other building blocks in the business model. To mention a few 
examples:  What will be the way customer insights are collected and stored? How will customer 
retention be applied (for instance by a dedicated relationship managers)?  What will be the 
budget (expressed in time and money) for maintaining these relationships? Which customer 
segment is most appropriate for the establishment of relationships? How will the customers be 
acquired? How to communicate customer relationships’ aspects internally? Can the value 
proposition been customized? What about trust- and brand building? 
Maybe the most important questions should be how to make profit out of these strong, long 
lasting relationships? The mechanism to benefit from the relationships related to the practice of 
Customer Relationship Management is add-on selling. When a relation becomes more mature 
the possibilities increase for making a re-sell, up-sell, or cross-sell. Therefore, the business 
model should take into account these three different add-on selling techniques in terms of 
increasing the potential for them. For instance, by applying a wide product range as a stimulator 
for cross-selling opportunities, or make a re-sell or up-sell during the after sales. In other words, 
try to build on and maximize the customer life time value. 

5.4. Limitations and Future Research 
This master thesis research has been of an exploratory nature and indicates the need for future 
research in paragraph 5.4.3. Future Research. The need for future research is also strongly 
linked with the limitations of this research, both, practical and theoretical, represented by 
paragraph 5.4.1. Practical Limitations and 5.4.2. Theoretical Limitations. 
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5.4.1. Practical Limitations 
This research has a number of practical limitations. First of all, the research provides sense 
about designing a business model in Central Asia but no concrete design rules are given. 
Therefore the particular designer still has to rely on his or her own business modeling skills.  
Next to this, the research is strongly focused on the nine building blocks as founded in 
Osterwalder’s model and above all on the relationship building block. The importance of other 
blocks, like key-partners and channels, are indicated but not in-depth investigated. 
This can also been said about forces from outside the model, as briefly indicated by making use 
of the stakeholder theory, and the impact of internal growth on the business model. 
It is clear that a Western company should implement Customer Relationship Management when 
operating on the Central Asian market and add-on selling is the key towards profit. 
Nevertheless, it is not clear how exactly to do this.  

5.4.2. Theoretical Limitations  
To start with, the research data of this study is entirely collected in Almaty, Kazakhstan. This city 
is truly the economical capital of Central Asia and most head offices of Western companies are 
located in Almaty. Still it is unclear if the data is biased in this way and possibly different for 
company located somewhere else in Central Asia.  
Next to this, no in-depth data or scientific research is available about the precise characteristics 
of the Central Asian market. This data would increase the understanding of the nature of the 
relations that Western companies need to establish with their Central Asian customers.  
About these customers, in this research the companies are all maintaining a B2B approach and 
they are not in business with retail customers. These relations with customers possibly differ 
from those with companies. 

5.4.3. Future Research 
To increase the reliability of this research, the data collection procedures can be repeated 
because all interviews are conducted using the same protocol as can be found in appendix III. 
Besides, data collection at companies located elsewhere in Central Asia, companies that are 
not only using the B2B approach, and non-Western companies, can provide interesting insights. 
Future research is needed to be able to develop design rules for business modeling and to 
increase the understanding of the practices of CRM and add-on selling in this area. 
It would be interesting to investigate the different building blocks in more detail, especially the 
“key-partners” and “channels”, because of their uniqueness in relation with Central Asia.  
Overall this research has provided a helicopter view of the market, but more research is needed 
in order to argue how different choices in the business model are linked with success. This can 
also been said, for gathering more understanding what differences transpire in specific 
segments of the market. 
In the literature review (chapter 2) three interesting areas for future research are briefly 
discussed, the value disciplines, stake-holders, and a company’s growth. Should a company’s 
positioning strategy automatically more often rely on the value discipline “customer intimacy”? 
How are the different stakeholders influencing the business model and vise versa? And, what 
modifications in the business model are needed when the, now relatively young, companies 
become more mature in terms of older and larger? 
Next to these questions, at the end of chapter 2 the virus approach is introduced in paragraph 
2.6. Metaphorical Explanation. It would be especially interesting to build a research entirely in 
the order of this approach. In paragraph 4.2.4. Virus Approach the data is analyzed by making 
use of the metaphor between a virus and customer intimacy and it can be seen as a starting 
point for future research. The approach can be described in far more detail and in combination 
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with an in-depth investigation of customer intimacy in Central Asia a better understanding and 
interesting facts of this aspect in the market can be discovered. 
Foreign direct investment is growing exponentially and the need for this kind of fundamental 
business science is therefore becoming more and more accurate.  
Central Asia provides lots of opportunities. Not only opportunities for foreign investment and 
science but definitely for the country itself as well. 
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II. Business model example I-pod 
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Business model example I-pod, Osterwalder; 2008 
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III. Interview protocol 
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Semi-stuctured interviews, guided by the nine building blocks of the business model as 
provided by Alex Osterwalder. 
 
Introduction 
 
 

We are Tim Clement and Merijn Timmermans, both students at the Eindhoven 
University of Technology, master program Innovation Management. A couple of 
years ago we became interested in doing business in Russia and the former 
Soviet Republics. That is why we chose to do our master thesis on this subject in 
Kazakhstan. The exact subject of the master thesis is the applicability of Western 
developed business models in Central Asia. 

 
Everything in this conversation is treated confidential. That is, during our current 
research and in the future. Since the conversation is partially about the strategy 
of your company, we can believe that you rather do not want us to make audio 
recordings of it. However, you would really help us out if you do not mind us 
making audio recordings of our conversation. As soon as these recording are 
worked out they will be removed. 

 
We start with an informal part where we let the company’s representative 
introduce the company and himself. What we want to know from this part are the 
following things:  
What kind of activities does the company employ? What is the function of the 
company’s representative? What is the size of the company? Does the company 
employ local or international employees? In which countries does the company 
employ activities? For how long has the company been active in Kazakhstan 
and/or Central Asia? 

 
Explain what a business model is. A business model describes the rationale of 
how an organization creates, delivers, and captures value. In other words: how 
does your company make money. Four main areas of a business are covered: 
customers, offer, infrastructure, and financial viability. The business model is like 
a blueprint for a strategy to be implemented through organizational structures, 
processes, and systems. To make things better understandable, we will show a 
number of examples. 
These are understandable examples, but many entrepreneurs are not aware of 
what their business model looks like. Even if you are not aware of the 
composition of your company’s business model, you certainly do have one. 
During this meeting, we will try to map your business model, guided by the 
framework as provided by Alex Osterwalder.  

 

W
e

 &
 o

u
r 

st
ud

y 
C

on
fid

en
tia

l 
In

fo
 c

om
pa

ny
 

W
ha

t i
s 

a 
B

us
in

es
s 

m
od

el
 



 76

Mapping the business model 
Customer Segments 
The Customer Segments Building Block defines the different groups of people or organizations an 
enterprise aims to reach and serve. 
Customers comprise the heart of any business model. Without (profitable) customers, no company can 
survive for long. In order to better satisfy customers, a company may group them into distinct segments 

with common needs, common behaviors, or other 
attributes. A business model may define one or 
several large or small Customer Segments. An 
organization must make a conscious decision about 
which segments to serve and which segments to 
ignore. Once this decision is made, a business model 
can be carefully designed around a strong 
understanding of specific customer needs. 
 
A number of examples are: Mass market, Niche 
market, Segmented, Diversified, and Multisided. 
 

 Can you give us an idea of what the customer segment is that your company 
tries to reach? (It is possible that a company reaches more than one customer 
segment) 

 What characteristics do these customers have?  
 Are these characteristics specific for central Asian customers? 
 Did you make changes in this building block? When, which, best practice, 

reason? 
 
Value Propositions 
The Value Propositions Building Block describes the bundle of products and services that create value for 
a specific Customer Segment 
The Value Proposition is the reason why customers turn to one company over another. It solves a 
customer problem or satisfies a customer need. Each Value Proposition consists of a selected bundle of 
products and/or services that caters to the requirements of a specific Customer Segment. In this sense, 

the Value Proposition is an aggregation, or bundle, of 
benefits that a company offers customers. 
Some Value Propositions may be innovative and 
represent a new or disruptive offer.  Others may be 
similar to existing market offers, but with added 
features and attributes. 
 
A number of examples are: Newness, Performance, 
Customization, Getting the job done, Design, 
Brand/status, Price, Cost reduction, Risk reduction, 
Accessibility, Convenience/usability. 
 

 What value do you deliver to the customer? 
 In case of different customer segments: do you offer specific value for different 

customer segments? 
 Do you in this way satisfy customer needs? 
 Do you offer one product, a bundle of products, additional services? 
 Is in necessary to offer specific values to survive in Central Asia as a company? 
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 Did you make changes in this building block? When, which, best practice, 
reason?  

 
Channels 
The Channels Building Block describes how a 
company communicates with and reaches its 
Customer Segments to deliver a Value 
Proposition. 
Communication, distribution, and sales Channels 
comprise a company's interface with customers. 
Channels are customer touch points that play an 
important role in the customer experience. 
Channels serve several functions, including: 
 
- Raising awareness among customers about a company’s products and services 
- Helping customers evaluate a company’s Value Proposition 
- Allowing customers to purchase specific products and services 
- Delivering a Value Proposition to customers 
- Providing post-purchase customer support 
 

 How are you reaching your customers? 
 What kind of channels do you use, and what channels work best? 
 Through which channels do your customer segments want to be reached? 
 Are these channels or is one of these channels specific for central Asia? 
 Did you make changes in this building block? When, which, best practice, 

reason? 
 
Customer Relationships 
The Customer Relationships Building Block describes the types of relationships a company establishes 
with specific Customer Segments. 
A company should clarify the type of relationship it wants to establish with each Customer Segment. 
Relationships can range from personal to automated. Customer relationships may be driven by the 
following motivations: 
- Customer acquisition 
- Customer retention 
- Boosting sales (up-selling) 
 
In the early days, for example, mobile network operator Customer Relationships were driven by 

aggressive acquisition strategies involving free mobile 
phones. When the market became saturated, 
operators switched to focusing on customer retention 
and increasing average revenue per customer. 
The Customer Relationships called for by a company’s 
business model deeply influence the overall customer 
experience. 
 
A number of examples are: Personal assistance, 
Dedicated personal assistance, Self-service, 
Automated services, Communities, Co-creation. 
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 How are your customer relationships organized?  
 What type of relationship does each of your customer segments expect to 

establish and maintain with you?  
 Which ones have you established?  
 How costly are they? 
 Do you think that this part of the business model differs when doing business on 

a Western market? Is it specific for central Asia?  
 Did you make changes in this building block? When, which, best practice, 

reason? 
 
Revenue Streams 
The Revenue Streams Building Block represents the cash a company generates from each Customer 
Segment (costs must be subtracted from revenues to create earnings) 

If customers comprise the heart of a business 
model, Revenue Streams are its arteries. A 
company must ask itself; for what value is each 
Customer Segment truly willing to pay? 
Successfully answering that question allows the 
firm to generate one or more Revenue Streams 
from each Customer Segment. Each Revenue 
Stream may have different pricing mechanisms, 
such as fixed list prices, bargaining, auctioning, 
market dependent, volume dependent, or yield 
management. 

 
A business model can involve two different types of Revenue Streams: 
 
- Transaction revenues resulting from one-time customer payments 
- Recurring revenues resulting from ongoing payments to either deliver a Value Proposition to 

customers or provide post-purchase customer support 
 
A number of examples are: Asset sale, Usage fee, Subscription fee, lending/renting/leasing, licensing, 
brokerage fees, advertising.  
 

 For what value are your customers really willing to pay? 
 For what do they currently pay? 
 How are they currently paying?  
 How would they prefer to pay?  
 How much does each revenue stream contribute to overall revenues? 
 Did you make changes in this building block? When, which, best practice, 

reason? 
 What pricing mechanism do you use? See table 1 for possibilities. How is this 

related to central Asia? 
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Table 1. Pricing mechanisms 
 
Key Resources 
The Key Resources building block describes the most important assets required to make a business 
model work 
Every business model requires key resources. These resources allow an enterprise to create and offer a 
Value Proposition, reach markets, maintain relationships with Customer Segments, and earn revenues. 

Different Key Resources are needed depending on the 
type of business model. A microchip manufacturer 
requires capital-intensive production facilities, whereas 
a microchip designer focuses more on human 
resources. 
Key resources can be physical, financial, intellectual, 
or human. Key resources can be owned or leased by 
the company or acquired from key partners. 
 
A number of examples are: Physical, Intellectual, 
Human, Financial. 
 

 What key resources do our value propositions require? 
 What key resources do your distribution channels require?  
 What key resources do your customer relationships require? 
 What key resources do your revenue streams require? 
 Is this specific for the situation in central Asia? 
 Did you make changes in this building block? When, which, best practice, 

reason? 
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Key Activities 
The Key Activities Building Block describes the most important things a company must do to make its 
business model work 
Every business model calls for a number of Key Activities. These are the most important actions a 
company must take to operate successfully. Like Key Resources, they are required to create and offer a 

Value Proposition, reach markets, maintain Customer 
Relationships, and earn revenues. And like Key 
Resources, Key Activities differ depending on 
business model type. For software maker Microsoft, 
Key Activities include software development. 
For PC manufacturer Dell, Key Activities include 
supply chain management. For consultancy McKinsey, 
Key Activities include problem solving. 
 
A number of examples are: Production, Problem 
Solving, Platform/Network. 
 

 What key activities do your Value Propositions require? 
 What key activities do your Distribution Channels require?  
 What key activities do your Customer Relationships require? 
 What key activities do your Revenue streams require? 
 Is there something typical for these key activities for the situation in central Asia? 
 Did you make changes in this building block? When, which, best practice, 

reason? 
 
Key Partnerships 
The Key Partnerships Building Block describes the network of suppliers and partners that make the 
business model work 
Companies forge partnerships for many reasons, and partnerships are becoming a cornerstone of many 
business models. Companies create alliances to optimize their business models, reduce risk, or acquire 
resources. 
We can distinguish between four different types of partnerships: 
- Strategic alliances between non-competitors 
- Competition: strategic partnerships between competitors 
- Joint ventures to develop new businesses 
- Buyer-supplier relationships to assure reliable 

supplies 
 
A number of examples are: Optimization and economy 
of scale, Reduction of risk and uncertainty, Acquisition of 
particular resources and activities. 
 

 Who are your key partners? 
 Who are your key suppliers? 
 Which key resources are you acquiring 

from partners? 
 Which key activities do you partners perform? 
 Is there something typical for these key partnerships for the situation in central 

Asia? 
 Outsourcing is an upcoming trend in western economies, how is this in central 

Asia? 
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 Did you make changes in this building block? When, which, best practice, 
reason? 

 
Cost Structure 
The Cost Structure describes all costs incurred to operate a business model. 
This building block describes the most important costs incurred while operating under a particular 

business model. Creating and delivering value, 
maintaining Customer Relationships, and generating 
revenue all incur costs. Such costs can be calculated 
relatively easily after defining Key Resources, Key 
Activities, and Key Partnerships. 
Some business models, though, are more cost-driven 
than others. 
So-called “no frills” airlines, for instance, have built 
business models entirely around low Cost Structures. 
 
Two drives, however many companies are somewhere 
in between: Cost-driven, Value-driven. 

 
A number of examples are: Fixed costs, Variable costs, economies of scale, economies of scope.  
 

 What are the most important costs inherent in your business model?  
 Which key resources are most expensive?  
 Which key activities are most expensive? 
 Is this specific for your situation in central Asia? 
 Did you make changes in this building block? When, which, best practice, 

reason? 
 
Value disciplines 
Companies that have taken leadership in their industries lately did this by narrowing 
their business focus, not by broadening their focus. These companies have focused on 
delivering superior customer value in line with one of three value disciplines. These 
three value disciplines are customer intimacy, operational excellence, and product 
leadership. In order to keep their competitive advantage in line with one of the value 
disciplines, the companies should keep the other two value disciplines at market 
standards. 
 
Customer Intimacy 
Companies pursuing customer intimacy continually shape and tailor their products and services to fit 
customer needs. This value discipline is an expensive one on the short run, but customers will be loyal to 
the company which will result in long term profits. If customer intimacy is a company’s value discipline, 
managers look at the customer’s lifetime value instead of the value of a single transaction. Although this 
value discipline can make it difficult to survive the first years in a market, it eventually provides a solid 
market position. 
 
Operational Excellence 
If operational excellence is pursued, a company tries to lead its industry in terms of price and 
convenience. In other words: these companies focus on delivering their products or services to customers 
at competitive prices with minimal inconvenience. To achieve this, among other things, overhead costs 
can be minimized, intermediate production steps can be eliminated, business processes can be 
optimized, and transaction costs can be decreased. 



 82

 
Product Leadership 
The third and last discipline is product leadership. Companies pursuing this discipline strive to produce a 
continuous stream of state-of-the art products and services. Although this goal sounds easy to achieve, it 
brings three major challenges. The first challenge is to be creative. Creativity ensures the development of 
opportunities that are not easy developed by other companies, but it also means recognizing and 
embracing ideas that usually develop outside the company. The second challenge is to commercialize 
ideas quickly, which means that all development processes have to be optimized for speed. However, 
developed products still have to meet industry standards. Third and most important, these companies 
should not let others develop products that make their own product obsolete. If a product can be 
developed that makes their former development obsolete, they should prefer to develop this alternative 
themselves in order to retain a sustainable market position. 
 

 Can you explain us which value discipline your company practices? 
 Would you practice another value discipline if you were doing business in 

Western Europe or the United States? 
 Did your company introduce a new value discipline? When and which, reason, 

best practice. 
 
Company performance 
Company performance (company/business model level) 

 Have you reached your goals/objectives in 2008, 2009, 2010? 
 Are you satisfied with the turnover in 2008, 2009, 2010? 

o Can you provide us with figures; preferably absolute figures, otherwise 
relative to competitors? (very bad, bad, normal, good, very good) 

 Are you satisfied with the profit in 2008, 2009, 2010? 
o Can you provide us with figures; preferable absolute figures, otherwise 

relative to competitors? (very bad, bad, normal, good, very good) 
 Are you satisfied with the management of customer relations in 2008, 2009, 

2010? 
o Do you believe you are doing better in customer relationship management 

in comparison with your competitors? (very bad, bad, normal, good, very 
good) 

 Do you expect your company’s position to be sustainable in the coming years 
(i.e. related to competitors)? What are your expectation for 2010, 2011 and 2012 

 What changes did you make in your business model in the last two years? 
o How did these changes affect your turnover/profit/goals? 
o Can you relate how the changes in your firm’s performance affect your 

choices in your business model(s). 
 
Product (category) performance (transaction level) (if a company offers one 
product only, this level is the same as the company/business model level) 

 What is your most successful product (category) in terms of profit? Is this also 
your core product (category)? 

 Are you satisfied with the turnover of your core product category in 2008, 2009, 
2010? 
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o Can you provide us with figures of the last two years; preferably absolute 
figures, otherwise relative to competitors? (very bad, bad, normal, good, 
very good) 

 Are you satisfied with the profit of your core product category in 2008, 2009, 
2010? 

o Can you provide us with figures of the last to years; preferable absolute 
figures, otherwise relative to competitors? (very bad, bad, normal, good, 
very good) 

 Can you provide us with figures about the deals you negotiated in the last two 
years, including the deals that failed? 

o Success/failure? Why? 
o How big was the deal (money or numbers)? 
o New customer/existing customer? Who? International or local customer? 
o Who was involved (employees)? 
o Ethically correct? 

 Can you give us a number of typical examples why a deal failed and why a deal 
was successful? 

 What specific steps did your company take in the last two years in order to take 
advantage on competitors, expressed in terms of factors of innovation diffusion: 

o Relative advantage 
o Compatibility 
o Complexity 
o Triability 
o Oberservability 

 How did these steps influence your company’s performance? 
 Can these factors potentially outweigh existing cultural values and customs in 

doing business? 
 

 If you introduced a new product in the product range in 2008 or 2009, can you 
provide us how it scored on a scale from 1 – 10 on the following variables: 

o Level of Relative New Product Success 
 How successful was this product from an overall profitability 

standpoint? 
 Relative to your firm's other new products; how successful was this 

product from a sales volume standpoint?  
 Relative to your firm's other new products; how successful was this 

product from a profitability standpoint?  
 Relative to your firm's objective for this product; how successful 

was this product from a profitability standpoint? 
o Product Advantage 

 Overall advantage 
 Product design (functionality, features) 
 Product quality 

o Incremental Versus Radical 
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 This new product is a minor improvement in a current technology 
This new product incorporated a large new body of technological 
knowledge 

 New to the market/new to the world 
o Innovation Similarity With Competitors' Products 

 Overall, this new product is similar to our main competitors' 
products  

 The applications of this new product are totally different from 
applications of our main competitors' products 

o Competition Intensity 
 How is the intensity of competition in this category? 

o Demand Uncertainty 
 Customer tastes can be assessed relatively accurately in this 

category 
 Demand is fairly easy to forecast in this category 
 The evolution of customer preference is difficult to predict in this 

category 
o Product Competitive Advantage 

 Compared to competitive products, this product offered some 
unique features or attributes to the customer.  

 This product was clearly superior to competing products in terms of 
meeting customers' needs.  

 This product permitted the customer to do a job or do something he 
[or she] could not presently do with what was available.  

 This product was higher quality than competing products- tighter 
specifications, stronger, lasted longer, or more reliable.  

 This product had superior technical performance relative to 
competing products.  

 
Questions that Tim wants to be answered 
How important is the customer relationship building block in the model and is this 
importance related to central Asia? 
 
What is the impact of strong customer relationships on delivering value to the customer 
segment for your company? (Only if the centre of gravity rests not on the customer 
relationship building block: Don’t forget to ask about the consequences) 
 
Is your company making use of CRM? For instance, are you actively: 

- creating customer knowledge; 
- building customer relationships; 
- shaping their perceptions of the organization and its products? 

 
Which other blocks are affected with the practice of CRM? For instance: 

- Does the CRM also belong in the building block “key resources”? 
- Are there high costs regarding the practice of CRM? 



 85

- Is there a need for strategic partners in order to build and / or obtain a 
relationship with potential customers? 

- Can CRM be seen as a key activity in your company? 
 
Does the need for strong relationships with your customers result in the practice of add-
on selling? For instance, are you making use of: 

- Cross-selling; selling additional items related (or sometimes unrelated) to a 
previously purchased item. 

- Up-selling; the increase of order volume either by the sales of more units of the 
same purchased item, or the upgrading into a more expensive version of the 
purchased item.  

- Selling a higher quantity of the same product or service. Longer or stronger 
relationships = higher quantities. 

 
Questions that Merijn wants to be answered 
Did your company ever encounter difficult ethical situations? If so, how did you deal with 
these difficult situations?  
Many multinational companies like Shell and Philips have an extensive policy on how to 
deal with ethical situations. Does your company have such a policy too? If so, how is 
this policy communicated intern as well as extern? Is this policy represented in the 
business model as well? 
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