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Business model innovation: value creation and value capture

A business model defines the way a company generates value (value creation) and how it
captures some of this value as profit (value capture) (Teece, 2010). In this sense, a business
model represents the “‘business logic”’ (Casadesus-Masanell and Ricart, 2010) or in Peter
Drucker’s words the “‘theory of the business’”” (Drucker, 1994). Value creation expresses the
benefits the company creates for its customers. The customer value corresponds with the
customer’s willingness to pay for a product or service. Customer value added results if the
product’s perceived value exceeds its price. If the product’s cost is below its price, the
company generates a profit (value capture). Figure 1 illustrates these relationships (Bowman
and Ambrosini, 2000).
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