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About ACCA

ACCA (the Association of Chartered Certified Accountants)

is the global body for professional accountants, offering
business-relevant, first-choice qualifications to people of
application, ability and ambition around the world who seek
a rewarding career in accountancy, finance and management.

ACCA supports its 208,000 members and 503,000 students in 179
countries, helping them to develop successful careers in accounting and
business, with the skills required by employers. ACCA works through a
network of 104 offices and centres and more than 7,300 Approved
Employers worldwide, who provide high standards of employee learning
and development. Through its public interest remit, ACCA promotes
appropriate regulation of accounting and conducts relevant research to
ensure accountancy continues to grow in reputation and influence.

ACCA is currently introducing major innovations to its flagship qualification
to ensure its members and future members continue to be the most valued,

up to date and sought-after accountancy professionals globally.

Founded in 1904, ACCA has consistently held unique core values:
opportunity, diversity, innovation, integrity and accountability.

More information is here: www.accaglobal.com

© The Association of Chartered Certified Accountants, July 2018
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Business models

of the future:

Systems, convergence
and characteristics

About this report

This report explores what lies behind business model
innovation. It discusses a number of the key trends that
are shaping the global economy that demand new
approaches from organisations as they rethink their
business models. It considers the importance of
understanding the impact of systems when assessing how
value is created. It examines common characteristics that
are being combined in multiple ways by organisations
as they reappraise their business models. And it urges
professional accountants to adopt and develop mindsets
- related to thinking systemically and creatively for the
long-term — to assist them as they build new sources of
value, now and into the future.
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Around the world new business models are emerging faster than ever. They are upending old
ways of doing things as organisations unlock new sources of value by taking advantage of
rapidly decreasing technology costs, the growth of networks, innovative ways of thinking and

the emergence of new markets.

In many senses the possibilities of
business model innovation today are
infinite. And with greater experimentation
becoming more common, business
models are able to iterate and evolve
better than ever. Organisations are using
business model design to build unique
approaches to delivering value that have
the potential to radically disrupt industries.

Behind the innovative models and
techniques being employed in many
different industry settings and contexts
around the world are a set of common
characteristics — technology and values

led — that allow organisations of all kinds
to set themselves up to thrive. This report
identifies a set of 12 traits — from being
platform-ready and data sensible, to being
open and restorative — that organisations
are combining as they construct business
models that are ready for the challenges
and opportunities of the future.

These characteristics driving the creation
of business models of the future matter.
The interlinked megatrends impacting
our economies and societies, from
technological change and the coming
disruption from automation, to the growth

of cities and the urgency of environmental
risks, demand transformational
approaches to how value is created.

The accountancy profession is well
placed to support the growth of business
models of the future that help build
resilient, inclusive and prosperous
societies. The unique contribution that
professional accountants can make to
how a business model proposes, creates
and captures value, means that they

can play a meaningful, strategic role in
building organisations that are ready

for the future.

Maggie McGhee
Director of Professional Insights
ACCA
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Business model design has evolved from a conventional modelling exercise to a way of rethinking
the entirety of how an organisation proposes, creates and captures value. New business models
are emerging faster than ever, spurred on by access to technology and scaling infrastructure,
different ways of thinking, new market opportunities and more routes to secure funding.

But business models of the future take
business model innovation further. They go
beyond thinking about deployment of the
latest technology or seeking to scale up
rapidly, to trying to become part of the
building blocks that support economies
and enable societies to thrive. Business
models of the future are ones that will
navigate the complexity of tomorrow’s
world to help build economic and social
systems where ingenuity, creativity and
inclusion come together to help people
unlock their potential and live well.

GLOBAL CHALLENGES

SYSTEMS

While there have always been challenges
throughout the course of modern
economic development, as long waves

of technology ebb and flow, societal
issues outgrow their institutions and
environmental limits are tested, today
these challenges, for example the future of
work, are now emerging in new spaces, or
moving from peripheral spaces to central
ones. At the same time longstanding
socio-economic and environmental
challenges, such as climate change, are
becoming more intense in their impacts.
Taken together, these are creating
multiple contexts for organisations to
understand as they seek to create value.

The way in which the world creates
prosperity is set against this challenging
backdrop that poses many new questions.
The task today for building business
models that will thrive in the future is to
navigate these issues and in so doing
articulate what meaningful, inclusive and
enduring value looks like. In the past, a
linear approach to business model design
may have sufficed - inputs enter a logical
process that creates outputs of value.
Today, to truly deliver a value proposition
that is able to flourish, an understanding
of the way that complex adaptive systems
come together to create both outputs and
outcomes is required. A reshaping world
is calling out for new business models that
can navigate complexity, build resilience
and make the most of opportunities to
create new forms of value.
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THE ‘FULL STACK' REVISITED

Executive summary

This report identifies
12 characteristics that
business models of the

future are putting together
in different combinations.

FROM MODELS TO CHARACTERISTICS

The 2017 ACCA report, Business models
of the future: Emerging value creation, sets
out a framework for assessing the potential
of six business models (see Fig. 1). These
layers remain useful for assessing the
potential of businesses models.

However, both the back-end and the
front-end require updating to reflect
three cross cutting themes:

¢ the advances in the changing nature of
work and the role of automation

e the social and ethical implications of
artificial intelligence (Al), and

e the rising urgency of environmental
risks that are reaching untested tipping
points and materially impacting
peoples’ daily lives.

As the scale of the impact of these issues
comes into sharper focus, they are
provoking more concrete responses from
business, civil society and regulators.

ACCA's report (2017) also looked at six
business models which the report argued
had the potential to be business models
of the future. These were:

¢ Platform-based

® Mass customisation 2.0
* Frugal

¢ Pay-what-you-want

e Modern barter

* Mega-hyperlocal.

The report outlined some of the unique
characteristics of each model that marked
it out as ready for the future. In many
instances more than one model was
being used by one organisation. This
multi-use was a common feature,
happening in different industries and
settings. The convergence of models
was in part driven by technology but
also by other factors. It pointed to the
need to identify an underlying set of
characteristics — technology and values

FIGURE 1: The ‘Full Stack’ Framework

BACK-END FRONT-END
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Source: ACCA 2017
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based — that are also being combined by
organisations as they set out their 21st
century value proposition.

This report identifies 12 characteristics
that business models of the future are
putting together in different
combinations. These characteristics
behind the models — and their ‘plug and
play’ nature — can be understood as the
driving force behind business model
design. The 12 characteristics are:

1. Multi-layered — possess the ability to
have many different components
come together and cooperate to
create value.

2. Participatory — an expectation of
participation, over transactional
consumption alone, means that
organisations can rethink how they
interact with customers and other
stakeholders.

3. Platform-ready - online platforms
provide an opportunity to unlock
value through building communities,
empowering individuals and
benefitting from network effects.

4. Multi-capitalist — understanding that
value creation through a business
model is not just composed of by
financial capital but also includes
other capitals, including intellectual,
natural, relational and many others.
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5. Purposeful — engendering a sense of
purpose — and communicating these
sincerely to employees, customers
and partners — builds resilience and
long-term value.

6. Data sensible — recognising the
importance of data, its sensitivity and
its owners’ rights, including being
portability ready, is key.

7. Boundary-testers — going beyond
perceived natural boundaries to
create enduring value in areas
previously considered beyond an
organisation’s domain.

8. Open - openness allows for more
sharing and collaboration and the
potential to benefit by contributing to
an ecosystem and to build on
knowledge and learning of others.

10.

1.

12.

Executive summary
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For professional accountants,

being ready to make the

most of these opportunities

will demand new skills.

Potential enhancing — providing
tools for people and places to realise
their potential creates outsized
returns for all.

Fair players — ethics is at the heart of
organisations. The need for sound
business ethics is even more acute in
a digital environment where a lack
professional competence and due
care can cause ethical issues to
emerge in unexpected places.

Convening - convening groups in a
virtual or physical space, or around an
idea, and building a community that
people value, contributes to social
and civic systems.

Restorative — being able to fix, renew
and repair is not only more efficient
but has the potential to unlock new
sources of value.

MINDSETS OF THE FUTURE

For professional accountants, being
ready to make the most of these
opportunities will demand new skills.
Financial acumen, technical knowledge
and ethical judgement are attributes that
the accountancy profession can uniquely
bring to support business model
innovation across the three spheres of
value proposition, value creation and value
capture. But to navigate the contours of a
changing economy, new mindsets are
required. These include the ability to:

e Think like a system

e Understand how to capture and assess
new sources of value

e Build creative capabilities to think
differently and problem solve, and

® Adopt a long-term mindset.
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Why does business model innovation matter? What are the factors that influence business
model design? What is a business model of the future and how can one be put together?
These questions are becoming increasingly important, ‘first principles’ questions for
organisations to consider as they configure how they propose, create and capture value.

At all scales, from micro-enterprise to
multinational, operating in multiple
settings and contexts, rethinking business
models has become one of the surest
ways of offering customers something
truly better than what already exists. It has
evolved from a conventional modelling
exercise to a way of rethinking the
entirety of an organisation’s value
proposition. And as technology costs
keep coming down, challengers are
emerging faster than ever that are doing
things differently, spurred on by access to
technology and scaling infrastructure,
new ways of thinking, new market
opportunities and new access to funding.

But business models of the future take
business model innovation further. They go
beyond thinking about deployment of the
latest technology or seeking to scale-up
rapidly, to becoming part of the building
blocks that support economies and
enable societies to thrive. Business
models of the future are ones that will
navigate the complexity of tomorrow’s
world to help build economic and social
systems where ingenuity, creativity and
inclusion come together to help people
unlock their potential and live well.

In the 2017 report, Business models of the
future: Emerging value creation, ACCA
looked at six business models that at the
time were considered to harbour
disruptive potential. The six business

models were: platform-based, frugal,
mass customisation 2.0, modern barter,
pay-what-you-want, and mega-hyperlocal.
Some had already been behind
'household name’, billon-dollar
businesses, others had supported
organisations in successful niches and still
others were embryonic ideas, yet to find
their space but packed with potential.

The report scored these models against a
framework, called the "Full Stack’, which
brought together a set of lenses through
which, when combined, it was possible to
assess the models’ potential.

This report will explore the factors that
underlie the business models of the
future. It will examine the structure and
risks of the global economy of today,
which suggest that not only are business
models of the future sorely needed but
that they also face legacy hurdles that they
must overcome. It will identify why they
have emerged in a world that, although
often referred to as ‘more interconnected
than ever’, is not becoming more
homogenous, but full of many unique
contexts and situations. This points to a
multiplicity of viable new ways of doing
things, which are being experimented
with and have the potential to prosper.

The report will discuss the systems
behind the models. What are these
systems, how do they operate and how

do they contribute to the emergence of
business models of the future? And how,
in turn, can the new models work within
these systems to rebuild them and allow
us to rethink what value creation really is?

This report will revisit the ‘Full Stack’
framework, providing an update on the
elements discussed in its layers, and go
on to identify 12 defining characteristics
of business models of the future. These
will comprise a set of common traits that
are being applied in multiple and hybrid
ways by organisations that are redefining
how organisations work, prosper and
thrive in today’s world.

It will provide examples of organisations
that use different approaches and
combine many of the characteristics
outlined as they propose, create and
capture value. These have been selected
for their future-oriented approach. Their
ideas, journeys and actions will provide
meaningful steps for others to pursue and
apply to their own contexts.

Finally, the report will outline a set of
approaches for professional accountants
to consider when they look to apply
business model of the future
characteristics to their own work as they
look to build new value for their
organisations, now and into the future.
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