
 
  

The Business Model Canvas 

Idea In Short

The Business Model Canvas is a one-page framework, built from nine linked blocks, that lets
founders and executives lay out how a company creates, delivers and captures value
without writing a lengthy business plan. Alexander Osterwalder developed the tool from his
2004 doctoral research at the University of Lausanne, then popularized it with Yves Pigneur
in the 2010 book Business Model Generation. Each of the nine blocks, from customer
segments and value propositions to cost structure and revenue streams, forces a specific,
concrete answer rather than open-ended narrative. This guide explains where the canvas
came from, why founders and established companies use it, what it deliberately leaves out,
and how each block works, illustrated throughout with Patagonia, the outdoor apparel
company whose environmental mission and unusual 2022 ownership structure make it a
useful test case for the framework. The article closes by applying all nine blocks directly to
Patagonia's business model.

Patagonia — Business Model CanvasKey PartnersContract factoriesMaterial suppliersHoldfast CollectiveEnvironmental nonprofits

Key ActivitiesDesigning durable gearRunning Worn WearGrant-making and advocacy

Key ResourcesBrand credibilityReno repair facilityMission-driven workforce

Value PropositionsDurable, repairable gearProfits fund climate workDiscounted resale gearTechnical outdoor performanceLifetime warranty and repair

Customer RelationshipsRepair and warranty policyWorn Wear pop-up eventsAdvocacy content

ChannelsRetail storesE-commerce and resale siteWholesale partners

Customer SegmentsOutdoor athletesClimate-conscious buyersBudget resale shoppersCorporate buyers

Cost StructureManufacturing and materialsRetail, repair and grants Revenue StreamsNew apparel and gear salesWorn Wear resale and repair

Before the One-Page Business Plan

Alexander Osterwalder developed the ideas behind the Business Model Canvas in his 2004
doctoral thesis at the University of Lausanne, supervised by Yves Pigneur, titled "The
Business Model Ontology: A Proposition in a Design Science Approach." The thesis tried to
define what a business model actually consists of at a time when the term was used loosely
to describe almost any internet company's plan for making money. Osterwalder and Pigneur
turned that research into Business Model Generation, a 2010 book co-written with input from
470 practitioners in 45 countries, which introduced the nine-block canvas format that
spread quickly through startup accelerators, business schools and corporate strategy
teams.1

Before the canvas, founders seeking funding typically wrote traditional business plans
running dozens of pages, documents that took weeks to draft and were often outdated by
the time they reached an investor. Osterwalder's alternative compressed the same decisions
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onto a single page, trading narrative detail for a format a founder could sketch, argue over
and revise in an afternoon.

The Nine Blocks, at a Glance

Osterwalder and Pigneur define a business model as "the rationale of how an
organization creates, delivers, and captures value."

The canvas organizes a business model into nine blocks arranged so that value flows
visually from left to right: key partners, key activities and key resources sit on the left,
describing what a company needs to operate; value propositions sit in the center, describing
what it offers; and customer relationships, channels and customer segments sit on the right,
describing who it serves and how. Cost structure and revenue streams run along the
bottom, summarizing what the model spends and earns.

Filling in each block requires a specific answer rather than a paragraph of description. A
team completing the customer segments block, for instance, names actual groups of buyers
rather than writing generally about "the market," and a team completing the revenue
streams block lists actual pricing mechanisms, subscription, direct sale, licensing, rather
than a vague statement about monetization.

Patagonia as a Case in Value-Driven Design

Patagonia states its mission plainly: "We're in business to save our home planet."

Yvon Chouinard began selling hand-forged climbing pitons in the late 1950s, then founded
Patagonia as a separate clothing brand in 1973 after the rugby shirts and outdoor apparel
side of his business outgrew the climbing hardware line. That origin matters for how the
value proposition block works on Patagonia's canvas: the company's earliest products
existed because Chouinard, an avid climber, wanted better gear for himself and people like
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him, not because market research identified an underserved segment.2

That founder-first origin shows up repeatedly across Patagonia's canvas. Its value
proposition block is not simply "durable outdoor clothing" but durable clothing paired with a
repair program and an explicit environmental mission, a combination that a generic apparel
company's canvas would not include.

Why Founders Reach for the Canvas Over a Business Plan

Founders gravitate toward the canvas for three practical reasons: it fits on one page, so a
team can view the entire model at once instead of flipping between sections of a document;
it forces concrete answers in each block, cutting vague language that plagues longer
business plans; and it is easy to revise, letting founders test several versions of a model side
by side before committing to one. Strategyzer, the company Osterwalder co-founded to
build tools and training around the canvas, has argued that this density is the tool's core
advantage over narrative planning documents, since a team can scan the whole model in the
time it takes to read a single page rather than a multi-chapter plan.3

The format also lowers the cost of being wrong early. A founder who realizes a channel or
revenue stream does not work can erase a sticky note and try another, rather than rewriting
a chapter of a formal plan, which makes the canvas better suited to the iteration most early-
stage companies actually go through before their model settles.

The Canvas Isn't Just for Startups

Although the canvas is associated with early-stage companies, established businesses use
it to audit their current model, not just to design a new one. A retailer might fill out its
existing canvas to see whether its channels block still matches how customers actually
shop, or whether its cost structure has drifted from what its revenue streams can support,
questions that surface faster on one page than buried inside a multi-year strategic plan.

Patagonia's 2022 ownership restructuring illustrates how a mature company can use the
canvas as a diagnostic tool even when the change under consideration falls outside the
canvas's usual scope. Yvon Chouinard transferred 98% of Patagonia's stock to the Holdfast
Collective, a nonprofit focused on fighting climate change, while placing the remaining 2%
of voting shares into the Patagonia Purpose Trust, a structure designed to keep the
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company's environmental mission intact regardless of who ran it day to day.4

Mapping Patagonia's canvas before and after that transfer shows that most operating
blocks, key activities, channels, customer segments, stayed the same. What changed sat
outside the canvas entirely: who owned the company and where its profits went, a decision
the framework was never built to represent.

What the Canvas Leaves Out

Osterwalder's framework deliberately excludes competitor analysis, broader market trends
and a company's stated mission, focusing instead on the internal mechanics of how a
business creates and captures value. Critics have pointed to this as a real limitation, arguing
that a model can look coherent on its own canvas while ignoring a competitor about to
undercut it on price or a market shift about to make its channels obsolete.

Patagonia's own ownership transfer sits partly outside what any version of the canvas is
designed to capture. Structuring the Holdfast Collective and Patagonia Purpose Trust
involved legal and tax questions, including which portion of the transfer qualified for tax-
free treatment under U.S. law, that have nothing to do with customer segments or revenue
streams.5

The canvas also has nothing to say about a founder's motivation, only about the model that
motivation produces. Chouinard's decision to give away a profitable company reflects a set
of values the canvas can illustrate through blocks like value propositions but never fully
explains on its own.

Turning the Canvas Into an Ongoing Practice

A completed canvas is most useful as a living reference rather than a one-time exercise.
Teams that revisit their canvas periodically can track how a new product, channel or
partnership shifts other blocks, catching misalignment before it shows up in quarterly
results. New executives or employees can also use an existing canvas to understand a
company's model faster than reading a strategy deck or annual report, since the format
compresses the same information into a page they can absorb in minutes.

Brainstorming sessions benefit from having the canvas visible throughout, since new ideas
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can be tested immediately against the existing model rather than evaluated in isolation. A
proposed new revenue stream, for instance, becomes easier to assess once a team can see
how it would interact with existing customer segments and cost structure on the same page.

Key Partners

Patagonia's key partners include the independent factories and mills that manufacture its
clothing, most of which the company audits directly for labor and environmental standards
rather than relying solely on certifications from outside auditors. Wholesale retail partners,
including specialty outdoor stores, extend Patagonia's reach into markets its own stores do
not cover. The Holdfast Collective and Patagonia Purpose Trust now function as ownership
partners rather than external shareholders, directing how profit distributions support
environmental causes. Fabric and materials suppliers focused on organic cotton, recycled
polyester and other lower-impact inputs support Patagonia's product standards, while 1%
for the Planet, the giving network Chouinard co-founded in 2002, connects the company to
a wider community of environmentally committed businesses.

Key Activities

Product design and testing, carried out with a focus on durability and repairability rather
than seasonal turnover, sit at the center of Patagonia's activities. Environmental advocacy
and grant-making, funded through corporate profits and the company's Earth Tax
commitment, represent an activity most apparel companies do not carry out at the same
scale. Running the Worn Wear program, which repairs, resells and helps customers extend
the life of existing Patagonia gear, requires logistics and repair capacity built specifically
around keeping products out of landfills rather than driving new sales. Retail operations
across Patagonia's own stores and its wholesale relationships round out the company's core
activities.

Key Resources

Patagonia's brand, built over five decades around environmental credibility rather than
fashion trends, functions as its most valuable resource and the reason customers accept
premium prices. Its ownership structure, the Holdfast Collective and Patagonia Purpose
Trust, is itself a resource that legally locks in the company's mission regardless of future
leadership changes. Design and materials expertise, particularly in durable fabrics and
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repair-friendly construction, supports products built to last multiple seasons rather than one.
Its retail and distribution network, spanning owned stores, e-commerce and wholesale
partners, gives Patagonia reach that a smaller or newer outdoor brand would need years to
replicate.

Value Propositions

For core outdoor customers, Patagonia offers durable, functional gear backed by a repair
program and an Ironclad Guarantee, reducing the need to replace items as often as
competitors' products might require. For environmentally conscious buyers more broadly,
Patagonia's mission, expressed through its stated purpose to save its home planet, its 1%
for the Planet commitment and its post-2022 ownership structure, offers a way to spend on
apparel while supporting environmental causes. For wholesale retail partners, carrying
Patagonia provides a trusted, premium brand that draws a loyal customer base. For job
seekers and employees, Patagonia's mission-driven identity functions as a distinct value
proposition in a competitive labor market for environmentally minded talent.

Customer Relationships

Patagonia builds customer relationships through its Worn Wear repair and resale program,
which keeps customers returning to the brand for service rather than only for new
purchases. Environmental campaigns and advocacy communications, including direct
appeals tied to specific conservation issues, create a relationship based on shared values
rather than transactional loyalty programs. In-store and online customer service supports
product questions and repairs, while Patagonia's catalog and long-form storytelling content,
a format the company has used since its early years, deepens engagement beyond the point
of sale.

Channels

Patagonia's own retail stores and e-commerce site serve as primary channels, letting the
company control pricing, presentation and the in-store repair services central to its brand.
Wholesale partnerships with specialty outdoor retailers extend Patagonia's products into
markets its own stores do not reach directly. The Worn Wear platform functions as its own
channel, both for buying used Patagonia gear and for sending items in for repair. Catalogs,
environmental campaign content and social media round out Patagonia's channels,
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supporting brand awareness alongside direct sales.

Customer Segments

Core outdoor enthusiasts, climbers, skiers, surfers and hikers who need durable technical
gear, represent Patagonia's founding and most specific customer segment. Environmentally
conscious consumers, a broader group that may never use the products for their original
technical purpose, purchase Patagonia partly for its mission and reputation. Wholesale retail
partners form a business-to-business segment, purchasing inventory to resell through their
own specialty stores. Secondhand shoppers, served through the Worn Wear resale
platform, represent a smaller but growing segment more interested in an affordable entry
point than the full retail price of new gear.

Cost Structure

Manufacturing costs, tied to Patagonia's use of higher-cost sustainable materials and
audited factories rather than the cheapest available suppliers, represent a significant
expense relative to conventional apparel companies. Grant-making and environmental
giving, funded through the company's profit distributions to the Holdfast Collective, add a
cost category most competitors do not carry. Retail operations, spanning owned stores and
e-commerce fulfillment, along with the Worn Wear repair program's labor and logistics
costs, round out Patagonia's primary spending. Marketing costs remain comparatively
modest relative to revenue, since Patagonia has historically relied more on earned media
and mission-driven storytelling than traditional advertising.

Revenue Streams

Direct sales through Patagonia's own retail stores and e-commerce site generate a large
share of revenue and the highest margins, since the company avoids paying a wholesale
markup to a third-party retailer. Wholesale sales to specialty outdoor retailers add a second
revenue stream, trading lower per-unit margin for broader market reach. Worn Wear resale
of used Patagonia gear contributes a modest but growing revenue stream, generating about
$13 million against total company revenue of roughly $1.47 billion in its most recent fiscal
year, a small fraction of the business but a category few competitors operate at all.

1Osterwalder's doctoral research and the Business Model Generation book
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2Patagonia's founding, from climbing hardware to outdoor apparel
3Strategyzer on the canvas as a shared business model language
4Chouinard transfers Patagonia ownership to fight climate change
5The legal structure behind Patagonia's ownership transfer

Summary

The Business Model Canvas earns its lasting use less from originality, since the ideas behind
each block predate Osterwalder's research, than from forcing a business model into a
format that fits on one page and invites disagreement in the room where it matters.
Patagonia's canvas shows both the tool's usefulness and its limits: the nine blocks capture
how the company sells durable, repairable gear through its own stores and wholesale
partners, but they say nothing about why Yvon Chouinard chose to give the company away
rather than sell it, a decision that came from values the canvas was never built to hold. That
gap is not a flaw specific to Patagonia's case. Any canvas describes the mechanics of a
business model at a point in time, not the reasoning, competitive pressure or founder
conviction that shaped it. Used alongside market analysis and a clear sense of company
mission, rather than as a replacement for either, the canvas remains a fast way to get a
business model out of someone's head and onto a page a team can argue about together.
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