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1 CHAPTER 1: INTRODUCTION

The present dissertation is about business model innovation. The aim of
this research has a two-fold objective. On the one hand, it attempts to assist
managers in designing, implementing and developing their social media strategy
as a complementary channel of communication. On the other hand, it attempts to
contribute to the research community a better understanding on how customer
interaction and a set of mediator variables incise in the transformation of the
activity system of the micro-retailer’'s Business Model.

Specifically, this research provides:

1. retailers with a generic framework for designing the strategy through eight
steps: audience definition, Internet position, leader detection, goals
definition, strategy planning, choosing Web2.0 technology, strategy
implementation and its assessment.

2. the research community a two-fold contribution: (1) conceptual framework
which shows how customers acquire a new role inside the Business Model
as a co-marker and (2) a set of mediators which incise in the
interpretations of the entrepreneurs stimulating the transformation of the
business model of the micro-retailers.

We will try to shed light on the question of how the transformation of the
activity system of the micro-retailer’'s business model brings about the incipient
emergence of a new Business Model.

Currently, business model literature sees the consumer as a simple buyer
of products. Some researchers, however, refer to the role of the consumer as an
active player in the business model (e.g. Wirtz, Schilke and Ullrich, 2010),
participating in the redefinition of some activities of the business (e.g. Plé, Lecocq
and Angot, 2011).

Could the Catalan micro family business consider the consumer as a
“partial employee”? On the one hand, social media makes the interaction of the
consumer on the activities of the business model obvious as a player, a partner
or a participant in the redefinition of the activities of the Catalan micro-retailer. On
the other hand to implement social media within the micro-retailer, the employer
needs to acquire specific knowledge and to understand that the desired
transformation requires efforts, implication and continuous adaptation to change.
So, the use of the new Internet technologies, i.e. social media, is an element of
change in businesses. However, we will see in the literature review that the
research on this topic is limited.



This research has been conducted via Participatory Action Research
(PAR) Methodology, which involves phenomenological patterns giving: (1) a
better understanding on how customers are influencing the activities of the micro-
retailers and how the retailers are learning from the customers through social
media adoption and (2) a better definition of the social media strategy defined in
section 4.3.2.1.

The contribution of this research provides preliminary results on the
influence of customer interaction on the architecture of the activity system of the
micro-retailer's business model as a consequence of the social media
implantation and also on the factors which mediate the change and/or
transformation of this business model.

Specifically, an incipient transformation on the business models of the
micro-retailers is observed. This transformation is motivated not only by the
definition and implementation of the social media strategy, but also by a number
of mediating factors. As concluded by the research results, these mediating
factors facilitate the transformation of the studied micro-retailer’s business model
such as the ability of learning included in the cognitive framework (past
experiences and relationship with the environment and family context), the effort
made, the dynamic capabilities and, partially, the time of social media
implantation.

Furthermore, as stated by these research results, not all the building
blocks forming the business model (customer segment, customer relationship,
distribution channel, capabilities, partner, value configuration, value proposition,
profit and cost) are influenced by consumer interaction. Specifically, the research
defines four levels of customer interaction: communication, interaction,
participation and collaboration. This classification is based on the literature of
group collaboration systems, which studies how collaboration is carried out. The
results show that the only building blocks influenced by an initial communication
level in the current social media implementation stage of the five micro-retailers
studied are the following: customer segment, customer relationship, distribution
channel, value proposition and cost.

This incipient transformation stage of the micro-retailer’'s business model
can be justified by a lack of effort made, by the fact of it being a micro business
and by not always having a team easily adaptable to changes as well as the short
time the social tool has been implemented in the business.

A short summary of the contents of each chapter is presented below:

Chapter 2 is devoted to the review of the literature. It presents the
literature’s conceptual framework, which is built on repetitive structures which



have appeared during the literature review process. The aim of this chapter is
two-fold: (1) it attempts to show a holistic and dynamic approach of Strategic
Management by means of Business Model literature and (2) it attempts to show
how Business Model innovation, as well as other relevant factors (e.g. customer
participation behavior among others) enables the emergence of a new
Participatory Business Model.

Chapter 3 summarizes the theoretical foundations and shows the
Research Conceptual Framework. The aim of this chapter is to provide a better
understanding of how our research will add to, extend or replicate research
already completed in the Business Model literature.

Chapter 4 is about the Participatory Action Research (PAR) Methodology.
Additionally, it will develop the research design used to conduct the research
through a process of action measures (figure 1.1).

RESEARCH ACTION
PROCESS PROCESS
A A
v \
New Res=arch Problem approach New
Knowledge (Context) Solution

Research Design and viahility of
the research

&

\d

Data collection

- Reflection and Interpretation >

Figure 1.1 Action process steps based on Karlsen (1990)

In Chapter 5, the reader will find the five micro-retailer cases used to
extract the contribution of this research. These cases include the company
history, the social media strategy design they planned to carry out, the follow-up
of the defined strategy and preliminary results.

Chapter 6 is devoted to analyzing the results of the micro-retailer cases
leading to a double contribution. The first is more academic and sustained by four
propositions and the second is more practicioner and improves the strategy
outlined in section 4.2.3.1. The aim of this chapter is to add and extend new
knowledge into the existing literature in the research area. Consequently, a final

n



Research Conceptual Framework is built as an outcome of the contributions of
this research.

Chapter 7 remarks on the conclusions of the research as well as
limitations and further research areas.

Finally, references are included in Chapter 8 and annexes referred to are
given at the end.
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2 CHAPTER 2: LITERATURE REVIEW

This chapter will review the literature on the constructs that form the
conceptual framework of the proposed literature (figure 2.1) in order to address
our research questions and attempt to solve the research problem.

We started the review of literature with some references related to the
research problem. Osterwalder, Pigneur and Tucci (2005), as well as, Ple,
Lecocq and Angot (2011) have been paramount throughout the research, since
they have been our starting point to identify the key elements of the Business
Model (BM) and how customers’ behaviour can change it.

On one hand is Osterwalder, Pigneur and Tucci’s (2005) model, which is
based on four main areas (infrastructure, offer, customer and finance) as well as
nine building blocks. They define the customer as a target of the value
proposition and the origin of revenue streams, instead of being part of the
infrastructure or an actor involved in the definition of the offer.

On the other hand is Lecocq el al. (2006) reinforce business model
dynamism through their RCOA (Resource and Capabilities, Offer and Activities)
model, since it is based on companies’ choices that encompass resources and
competences to value, product/service supplied and internal and external
organization of the business. Additionally, Ple, Lecocq and Angot’s latest work,
(2011), shed light on the role of the customer as a constituent element of a
Business Model. Other important references in our research are Amit and Zott
(2001) and Afuah and Tucci (2003) that conceptualize a Business Model as a set
of interdependent activities.

The list of references was taken from the bibliography section of books
and articles following a systematic procedure. The selection criterion used to
accept or reject a reference was its impact factor (JCR publications) and author
renown, as well as its ability to shed light on the research questions and the
research problem (how Web2.0 technologies, social media, transform the activity
system of the Business Model).

The literature conceptual framework (figure 2.1) has been built on
reiterative constructs that have appeared during the process of literature review.
This framework is used as a guide to follow up the literature review of this
chapter. The framework must be read as follows:

Strategic Management field needs a dynamic, systemic, cognitive and

holistic approach. Business Model (BM) attempts to integrate both internal
and external theoretical approaches. On one hand internal theoretical
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approach covers the Resource-Based View (RBV) theory and the Dynamic
Capabilities approach while, on the other hand, external theoretical approach
covers the environmental analysis (environmental, market and competitive).
Businesses that are aware of environmental changes could redefine their
business model by adapting their dynamic capabilities by means of their
ability of learning, which allows for better environmental changes adaptation
and resource reallocation.

: Strategic RBV theory :
| Management 1
! CONTEXT '
I

Internal - !
I covers ...
I Theoretical > cgggéimli?as :
| approach !
' :
| . :
\| Business |integrates.. 'Ability of
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| Theoretical | _®°V®*=- _\[TEnvironment ||«
. approach - Market » !
| - Competitive "
. :
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Figure 2.1 Literature Conceptual Framework

In sum, the main constructs of the literature conceptual framework (figure
2.1) are: Business Model (BM), Internal theoretical approach (Resource-Based
View and Dynamic Capabilities), External theoretical approach (environment,
market and competitive contexts) and Ability of learning.

Figure 2.2 shows the ongoing and iterative nature of the literature review
process. Business Model repeated constructs were found from the selected
references, which form the literature Conceptual Framework. Additionally, from
the dissertation problem statement a sub-topic also emerged, the Web2.0
phenomenon. Present year contributions helped us to conduct the current
research questions and design the Research Conceptual Framework (see
chapter 3 - figure 3.1), which will also contribute to the literature.
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The first aim of this section is to show a holistic and dynamic approach of
Strategic Management by means of a Business Model (BM) construct. The order
of the review will follow the workflow of the Literature Conceptual Framework
(figure 2.1). The second aim of this section is to show how business model
innovation as well as the new pattern of customer behaviour driven by means of
Social Media allows for the emergence of a new Participatory Business Model by
following the workflow of the Research Conceptual Framework (figure 3.1).

2.1 Strategic Management Context

Over the last 30 years, the field of Strategic Management has experienced
substantial advances both in theoretical and empirical research. Currently, it is
considered an important field in the business discipline. Its early US academic
roots were enhanced by a strong practice element focused around a group of
initially US-based strategy consultancy practices: McKinsey, Boston Consulting
Group (BCG), and Bain.

The field of Strategic Management was born in the 1960s against a
background of tremendous ferment in organization theory. It can be traced to
three works: Alfred Chandler's Strategy and Structure (1962); Igor Ansoff's
Corporate Strategy (1965); and the Harvard textbook, Business Policy: Text and
Cases (19695) attributed to Kenneth Andrews. These three authors configured the
basic concepts of Strategic Management. Their research shifts from a
deterministic one-best-way approach to a more contingent perspective where
organizations need to adapt to their external environment. However, these
studies were managerially oriented, with an emphasis on normative prescription
rather than on analysis.

As a result, in the 1980s, according to Thomas (1984), the Strategic
Management field began to be characterized by three different approaches based
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on: content, context and process. The content approach focused on the internal
aspects of the firm (e.g. Penrose, 1959) and the external perspective of the firm
(e.g. Porter, 1980). Content studies may also be undertaken to throw light upon
strategies in specific application contexts (environmental analysis, formulation
and structure) (e.g. Schwenk and Thomas, 1983). Whilst these are more limited
in scope, they are more specific and generally easier for researchers to
undertake. The last approach is the process one (studied by organization
theorists such as Mintzberg 1978) such as the structuring of organization and
organizational power.

Up to the 1990s the Strategic Management field was based on works from
other disciplines, including economics, organizational sociology, and political
sciences, and sub-fields of management. In the 2000s, two pressures drove the
Strategic Management field development to a holistic approach. They were
related to internal and external changes.

On one hand changes in the nature of the business and economic context
(e.g. Kotha, 1998), and on the other hand the need for a movement of the
Resource-Based View (RBV) theory from a static view of existing stocks of
resources (Penrose, 1959) towards an improvement of innovation and renewal
implied by ‘dynamic capabilities’ (Teece et al., 1997).

One of the major criticisms of the internal view was related to a static
approach adoption, which considered competition as a zero-sum game and
neglected the context within and the processes whereby strategies are
generated, selected and implemented. Additionally, another point of criticism was
the protectionist nature of the RBV, since it was mostly concerned with how to
protect existing resources and rent sources, avoiding imitation or substitution,
instead of generating, exchanging and combining resources in order to create
new competencies and capabilities.

However, the external view represents another main body of strategy
literature within strategic management. Its main criticism was the lack of attention
to the talent of resources and capabilities by network partners. It was focused on
market movements (e.g. Porter, 1980), cooperative movements of alliances (e.g.
Jarillo, 1998) and network interaction theory (e.g. Gulati, 1998).

As a result, in the 2000s, some scholars attempted to understand the ever-
changing global context of businesses due to the New Economy era (Zollenkop,
2006) driven by the Internet entrance. As a result, a dynamic, systemic, cognitive
and holistic framework was required. This holistic and dynamic approach
attempts to integrate how firms compete and select their own resources by
developing the ability of learning and adapting to a competitive environment.
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The following sections will address how a business model seeks to
integrate both internal and external points of view in a holistic and dynamic
approach following the literature’s conceptual framework (figure 2.1). In
particular, the environmental context will analyze more in detail the Web2.0
phenomenon and customer behaviour. These factors will shed light on our
research conceptual framework contribution, since they affect the activity system
of the Business Model. Hence, a better understanding of Business Model
activities is required to clarify the phenomenal effects of Web2.0. Finally, the
Participatory Business Model concept will be introduced.

2.2 Business model, a holistic and dynamic approach

Firstly, this section will lead the reader through the BM concept review and
its evolution in Strategic Management literature. The scholarly literature review
will follow the workflow of the Literature Conceptual Framework (figure 2.1),
which integrates the holistic and dynamic approach. This framework is distributed
through the organizational and environmental context. The organizational context
is related to the Resource-Based View and Dynamic Capabilities. The
environmental context is related to environmental analysis, which specially
addresses the technological changes and the new pattern of customer
participation. Finally, it will address the firm's ability to learn that integrates
internal and external theoretical approaches of the Business Model.

2.2.1 Business Model Concept Review

The mid-1990s was a period of cultural change called the New Economy
(Zollenkop, 2006). The broad claims in this period were that the Internet and the
World Wide Web (WWW) had rewritten the basic rules of the economy and
hence made novel strategies for commerce possible (Kotha, 1998). For instance
Clint (1998), in a Forbes magazine article abstract, highlights one modern usage
as it includes ideas related to time-to-market, transaction content (e.g. selling
books, ability to maintain customer preferences,...), transaction structure (e.g.
community development), revenue model (e.g. feasibility of generating profit),
and value creation (e.g. success of Internet retailing in alerting consumers of the
pleasures of online shopping).

‘Amazon's rise to some extent reflects elements of its business
model. For starters, the firm got to its market first. The Amazon site
also exploits the Net's potential to build what analysts call a
community around a product. Amazon's ability to maintain records of
customer preferences and then act on that information gives it yet
another advantage as an online retailer. Finally, it helps that books
are quasi commodities — there is no need to try them on before you
buy it — and books are small-ticket, impulse items that are easy to
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ship... Amazon's greatest contribution to Internet commerce is its
stimulus to the consumers to some of the pleasures of online
Shopping.” (Kotha, 1998, pp.55)

The BM concept has acquired prominence in the lexicon at the end of
1990s with the emergence of new business at the Internet era (e-commerce),
even though the origins of the expression BM can be traced back to the writings
of Peter Drucker (1954). Later, Magretta (2002) defined a BM as “stories that
explain how enterprises work” (pp.87). She intended to answer “Peter Drucker’s
age old questions: Who is the customer? And what does the customer value? [...]
How do we make money in this business? What is the underlying economic logic
that explains how we can deliver value to customers at an appropriate cost?”
(Magretta, 2002, pp.87). In short, what business does and how businesses make
money.

Additionally, Timmers (1998) was one of the first authors to create a
definition for BM in the field of electronic business. His considerations were
based on Porter’s value chain approach. According to Timmers, by reconfiguring
the value chain, new BM can be created. In this way, the traditional value chain
can be adapted to the challenges of modern value-added activities and can
therefore offer the necessary flexibility in a highly competitive environment. He
suggested that “a business model includes an architecture for the product or
service, an information flow, a description of the benefits for the business actors
involved, and a description of the sources of revenue” (Timmers, 1998, pp.4).
Timmers’ approach aims at designing a classification framework for e-Business
through two dimensions: innovation and functional integration. However, since no
specific components of a BM are considered, no interactions between the
elements of the both dimensions can be addressed.

Timmers (1998) and Wirtz’s (2000) definitions took a generally
observational approach and is also detached from the electronic business
perspective. Wirtz (2000) suggested “the term BM refers to the depiction of a
company’s internal production and incentive system. [...] a business model
therefore reveals the combination of production factors which should be used to
implement the corporate strategy and the functions of the actors involved”
(pp-81). On the one hand, this definition deals with the process of creating goods
and services within a company, while on the other hand it refers to the connection
between the concepts of BMs and strategy.

Hedman and Kalling’s (2003) definition exhibits parallels to the definitions
by Timmers (1998) and Wirtz (2000) and took a general approach, which can be
applied to electronic business. “Based on the review of existing literature, we
would define a business model as consisting of the following causally related
components, starting at the product market level: 1) customers, 2) competitors, 3)
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offering, 4) activities and organization, 5) resources and 6) factor and production
input suppliers. [...] To make this model complete, we also include 7) the
managerial and organizational, longitudinal process component, which covers the
dynamics of the business model and highlights the cognitive, cultural, learning
and political constraints on purely rational changes of the model’ (Hedman and
Kalling, 2003, pp.113). Additionally, they proposed that BM is comprised of five
integral components: market/industry, sales portfolio, activities and organization,
resources and competencies, and factor markets and suppliers. They were the
first to deal concretely with the interdependencies between the different
components.

In contrast to previous approaches, Afuah and Tucci (2003) pointed out
the significance of BMs as a management concept by illustrating the connection
between BMs and competitive advantage. They defined BM as “a business
model (which) can be conceptualized as a system... made up of components,
linkages between the components and dynamics” (Afuah and Tucci, 2003, pp.3).
They identified eight areas (customer value, design scope, price setting, revenue
sources, interrelated activities, implementation, capabilities and sustainability) as
essential components of an integrated BM. They represent the keystones of a
company’s value creation and are causally related to the determinants of a
company’s success. However, the type of interaction between the different
components remains unclear.

During these years (1975-2000), the usage of the BM term was changing
according to the context. Ghaziani and Ventresca (2005) attempted to give an
overview of the most important periods of development for the BM term
depending on the context of usage. Additionally, they stressed that the BM
concept had essentially been related to value creation, revenue model, e-
commerce, tacit conception and relationship management. Each of these
elements represents a local interpretation of the global category of BM.

In the 2000s, the BM concept in the management community had
essentially been related to value creation and appropriation. For instance, Amit
and Zott (2001) tried to highlight the drivers of value creation of a firm (novelty,
lock-in, complementarity and efficiency) by analyzing a sample of 59 American
and European e-businesses; Mahadevan (2000) tried to emphasize the blend of
the value stream for buyers and partners, the revenue stream, and the logical
stream (the design of the supply chain); Linder and Cantrell (2000) tried to stress
the operating BM that explains the firm’s core logic for creating value for the
customers within an organization; Tikkanen et al. (2005) emphasized that the
connections between BM components had to be taken into account, since these
components refer to the underlying value system; and, Shafer, Smith and Linder
(2005) uncovered twelve e-business model definitions published from 1998 to
2002 to develop an affinity diagram that identify four common major categories in
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all the definitions: strategic choices, creating value, capturing value, and the
value network. They defined BM as “the representation of a firm’s underlying
logic and strategic choices to create and capture value within a value network”
(Shafer, Smith and Linder, 2005, pp.204).

In an attempt to integrate BM components with a firm’s environment, Afuah
(2004), Osterwalder, Pigneur and Tucci (2005) among other authors proposed a
holistic approach. The approach of Afuah (2004) represents a comprehensive
concept that contains perspectives for both the company and industry. He
described the determinants of a company’s profitability on one hand and the
differences between industry-specific and company-specific factors on the other
hand.

Osterwalder, Pigneur and Tucci (2005) defined BM as a conceptual tool
that could be expressed as a business logic relating to the way in which
businesses are driven. This ontological representation may be seen as a
convention between partners concerning the generation and sharing of value
between stakeholders. They argued that a formal ontological approach enables
firms to share and communicate models among actors in different formats for
different situations. Currently, they have added more value to their BM definition.
They have redefined the concept as ‘a BM describes the rationale of how an
organization creates, delivers and captures value’ (Osterwalder and Pigneur,
2009, pp. 83).

Nowadays, BM is essentially a matter of value and revenue generation.
Following Lecocq et al. (2006), BM is defined as the choices made by an
organization (whether for profit or not) to generate revenues in a broad sense
(turnover but also royalties, rents, interests, subsidies...). These choices
encompass resources and competences to value, products and/or services
supplied and the internal and external organization of the business. In addition,
Casadesus-Masanell and Ricart (2011) defined a BM as “a set of choices made
by the firm and the set of consequences derived from those choices” (pp. 2). Of
course, choices are relevant since they identify the way the management would
like the firm operates.

In sum, these definitions of business models share an emphasis on how a
firm makes money through the configuration of value chain (Porter, 1985), the
formation of strategic networks among firms (Dyer and Singh, 1998), or the
exploitation of firm-specific core competences' (Teece et al, 1997). These
elements affect firms’ possibilities for value creation and value capture as well as
for learning. Besides, the idea of Magretta’s (2002) business model is also

! Core competence will be called distinctive competence only if they are based on a collection of
routines, skills, and complementary assets that are difficult to imitate. (Teece et al., 1997)
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consistent with the work on interdependencies (e.g. Amit and Zott, 2001; Afuah
and Tucci, 2001).

2.2.2 Business Model concept evolution in the literature

Osterwalder, Pigneur and Tucci (2005) proposed five phases in the
evolution of a business model concept in the literature. The first phase defines
and classifies the BM concept. At the second phase the BM concept changed
from the overall modeling process to an integrated depiction of the business
organization in support of management. It became to be seen as an abstract
representation of the company’s structure or architecture. Several authors from
business information and management approaches started to propose and
describe the BM elements and, later on, model them and apply these definitions
in the business field.

Figure 2.3 integrates the development of the BM concept from 1950 until
now with five phases of evolution in the literature (see Annex 1.1 - table that
summarizes some of the most prominent authors in the concept evolution of BM
in the literature).

Origins of BM BM as business modeling Abstract representation of BM as an integrated
term, unspecific to system construction, the company's structure or organization of activity
usage computer and system architecture system in an aggregated
modeling, development into form
e-business

Define and
classify business
models

List business Describe . 2
= Model business Apply business
model business model> model elements model concept

components elements

This phase stems form the These phases is seen as an instrument These phases seeks the BM integrative
technological revolution or a plan to understand how companies apprach. They show an structured tool

) and the changed market work. that helps a firm to achieve their aims.
McGuire (1965)  nditions. 9

Bellman
and Clark
(1957)

1950 1964 1995 2000

Figure 2.3 Development and evolution phases of business model concept based on
Wirtz (2010)

The first stage began when business model term started to be shown in
the strategic literature (1964). This stems from the technological revolution and
the changed market conditions, since Ghaziani and Ventresca (2005) suggested
that the emergence of a new concept as ‘business model goes hand-in-hand
with changes in culture and practice.
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This first stage leads to the second phase where many authors attempted
to propose BM’s elements (e.g. Mahadevan, 2000). At this stage, BM could be
seen as an instrument or a plan to understand how companies work. At the third
phase, authors described the BM’s elements in detail (e.g. Chesbrough and
Rosenbloom, 2002; Osterwalder, 2004).

These definitions and elements stress the BM as an integrated
management concept since it includes internal firm’s factors such as Resource-
Based View (RBV) and competitive-strategic component as Market-Based View
(MBV). Both schools of thought are of special significance for the BM concept. In
the context of MBV, a special emphasis is placed on the competitive orientation
and the external view of the company. In contrast, the RBV is focused on the
individual company and its sustainable handling of resources. These two
approaches are complementary.

At the fourth phase, some authors attempted to model conceptually the
BM’s elements (e.g. Lecocq et al., 2006; Casadesus-Masanell and Ricart, 2011).
In addition, these models started to be evaluated and tested.

Finally, at the fifth phase, authors applied BM’s elements at the business
field. The successful implementation is directly reflected in the success of the
business model construct since it is a structured management tool that helps a
company to achieve its goals (Magretta, 2002).

Summing up, figure 2.3 shows the evolution of the BM construct from 1950
until now in the strategic literature from its emergence with the technological
revolution until being expressed as a structured tool that helps a company
achieve its aims.

The following sections will address the organizational and environmental
context literature review. It is based on the literature’s conceptual framework
(figure 2.1).

2.2.3 Internal Analysis of Business Model construct

Note that value creation is a central component of BM. On one hand, the
BM definition gives a picture of the different BM components and how they are
related among them while on the other hand, it deals with the interactions
between components to offer and capture value to its stakeholders.

In order to be able to use BMs as an integrated management tool, it is
essential to develop an understanding of the internal context as well as the
external conditions that companies face in improving their competitiveness.
Consequently, BM interaction components are not enough to create value.
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Change in environmental conditions such as dynamic environment, competition,
uncertainty, globalization, etc. are also needed to positively contribute to the
creation of value.

The next section will address the Resource-Based View (RBV) theory of
the firm and especially the dynamic capabilities approach. They are central
paradigms that explain the configuration and deployment of distinctive
competences of the firm and how the firm learns. These approaches are useful
for a better understanding of how managers select different resources, practices
and systems and resource configuration.

2.2.3.1 Resource - Based View Theory

Penrose (1959) was one of the founders of the RBV idea. It was built on
Schumpeter’s perspective, since he said that the firm can be conceptualized as a
bundle of resources and capabilities. According to Barney (1997), ‘resources and
capabilities are valuable if, and only if, they reduce a firm’s costs or increase its
revenues compared to what would have been the case if the firm did not possess
those resources’ (pp. 147).

This RBV theoretical framework has been formally criticized for not
explaining how and why certain firms have competitive advantage in situations of
rapid and unpredictable changes (Eisenhardt and Martin, 2000) and how a
business model can create and appropriate value and sustain competitive
advantage.

According to Priem and Butler (2001), RBV theory is static and pays
scarce attention to the mechanisms used to turn resources into competitive
advantage, especially in those dynamic markets where businesses don’t operate
in vacuum. In response to that, Teece et al. (1997) building on the evolutionary
view of the firm (Nelson and Winter, 1982) have extended RBV to dynamic
markets. Teece proposed that in such conditions the dynamic capabilities of firms
“integrate, build, and reconfigure internal and external competencies to address
rapidly changing environments” (pp. 516). According to Teece, dynamic
capabilities have become the real sources for sustainable competitive advantage
and value creation. Additionally, he and Dierickx and Cool (1989) reinforced that
they have to be built over time due to factors as market imperfection.

As a result of that, the following sub-section will review the recently
dynamic capabilities approach of the firm.
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2.2.3.2 Dynamic Capabilities Approach

Dynamic capabilities approach (Teece et al., 1997), as an extension to
RBV, explores how valuable resource positions are built and acquired over time.
Eisenhardt and Martin (2000) studied what dynamic capabilities truly are. Their
contribution can be understood under three main arguments: (1) dynamic
capabilities consist of many well-known strategic and organizational processes
“such as alliancing, product development, and strategic-decision making that
have been studied extensively in their own right, apart from RBV’ (pp. 1116). (2)
These dynamic capabilities “exhibit commonalities across firms that are
associated with superior effectiveness. So, while the specifics of any given
dynamic capability may be idiosyncratic to a firm (e.g., exact composition of a
cross-functional product development team) and path dependent in its
emergence, “best practice” exists for particular dynamic capabilities across firms”
(pp-1116). These features imply that dynamic capabilities are more
homogeneous and substitutable than traditional RBV framework. (3) Effective
patterns of dynamic capabilities vary with market dynamism, resembling to the
traditional concept of routines (Nelson and Winter, 1982) (1) in the case of
moderately dynamic markets while turning to be simple, and (2) in the case of
high-velocity environments they turn to be experiential and unstable processes.

According to Eisenhardt and Martin (2000), dynamic capabilities are
basically rooted in the firm’s organizational and strategic routine processes, such
as those aimed at coordination, integration, reconfiguration, recombination,
selection or transformation, or learning in order to achieve competitive
advantage. Their work informs and enhances the RBV perspective. They pointed
out that the effective use of these dynamic capabilities (resource configuration)
would enable firms to create a particular pool of resources that can lead to the
achievement of a sustainable competitive advantage in changing markets.
Sustainable competitive advantage cannot only be reached through these
dynamic capabilities. The source of competitive advantage lies in the resulting
resource configuration and not in the capabilities themselves. So, firms have to
choose not only the markets and business they compete in, but they must also
think of resources and dynamic capabilities that allow an effective value-creation
process resource configuration as a way to create sustainable competitive
advantage.

In sum, dynamic capabilities can give us a better understanding of: (1)
how valuable resources configuration is built and acquired over time, and (2) how
managerial and organizational processes in firms manipulate resource
configuration to create and capture value in order to achieve a competitive
advantage in dynamic markets.
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2.2.4 External Analysis of Business Model construct

This section will review the external pressures that directly or indirectly
influence the role of BM at the industry level. This will help us to understand how
firms create and appropriate value in that competitive environment.

Businesses are continuously facing external pressures (e.g.
internationalization, globalization, growth of information technologies use,
customer behaviour and networking). These pressures force businesses to face
the challenge of improving their competitiveness. If businesses want to survive in
an environment with extremely high competition, they must constantly adapt and
innovate their businesses in order to compete differently. Additionally, changes
can be initiated due to both external and internal influences. According to Wirtz
(2010), a feasibility analysis will be required (figure 2.4) to analyze the
environmental, industry and market and competitive context.

*Technological

environment
*Market structures

*Regulatory *Competitive
environment *Consumer behavior
. behavior
*Economic o *Intensity of
environment *Existing competition
industries
*Social

environment
Figure 2.4 Feasibility analysis from Wirtz (2010)

The environment includes the technological, regulatory, economic and
social context. Particularly, the technological context is an important determinant
of the environment. For instance, the rise of the Internet forced companies to
start adopting new distribution channels. Also, falling communication and
coordination costs due to cheaper technology have forced companies to become
more efficient. They started to outsource all non-essential business and
progressively rely on partnerships. The technological context is a major force of
business model innovation. In some cases, technological changes may even
challenge the mere existence of a particular BM. More specifically, it can render
existing BMs obsolete and drastically alter the competitive landscape in existing
industries, or create completely new industries while killing old ones.
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Both the regulatory and economical contexts substantially determine the
basic conditions for the development of a BM, since they influence the
competitive environment and change existing basic legal conditions. Often
changes in the legal environment make it also necessary to adapt BMs.
Additionally, the economic slowdown in the developed world is forcing companies
to modify their BMs or create new ones (Casadesus-Masanell and Ricart, 2011).
The introduction of new privacy laws can turn illegal the use of some BMs, if a
company has extensively relied on customer information without the customer's
explicit agreement. In general, it can be said that the legal context has a strong
influence on BMs at firm level. For instance, the deregulation of telephone
networks in Europe led to the former state-owned monopolies having to adjust
their BMs through the competition that had been created during this process.

Furthermore, the social context can also be an important determinant for
BM success. Sometimes the social context and social mood can influence the
BM of a firm. This kind of pressure is particularly studied in stakeholder theory.
For instance, if a company's BM is centered on low cost production in developing
countries it might draw the attention of militant non-governmental organizations
that could mobilize public opinion against the firm. This happened to Nike while
considering the ethics of its operations in Vietnam. Besides ethics, changes in the
social context will also have an indirect influence on customer demand favoring
the creation of network externalities. This is the case for technology and
innovative products adoption, where the use and social acceptance by a broad
majority opens up completely new markets and customer demands (e.g. eBay,
Amazon.com, Starbucks, etc.).

In the context of industry and market, authors like Mason (1939), Bain
(1956; 1968), Caves and Porter (1977), and Porter (1980) argued that the
structure of the industry is crucial for higher profits, since it captures the firm’s
transactions with its stakeholders. Companies can decide three fundamental
strategic choices: (1) in which industry they want to operate and when they want
to enter in (e.g. Lieberman and Montgomery, 1988), (2) which position they want
to have in that industry (e.g. Porter, 1985), and (3) if they can change the
structure of the industry to obtain a more favorable industry structure, for instance
by creating barriers of entry for newcomers (e.g. Caves and Porter, 1977).

In order to correctly assess whether the potential market will succeed or
not, the customer perspective has to be taken into consideration in addition to the
market structure. Customer behaviour constitutes an essential determinant for
creating a new market by successfully blurring the boundaries between industries
via disruptive technologies or business model innovations. Changes in
consumption patterns, revenue increases and fashion changes are just some of
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the possibilities. For instance, the shift from fixed-line to mobile telephony is a
good example of change in customer demand.

A second-major pressure on a company's business model comes from its
competitors. For traditional industry players adapting to changes in the
competitive environment is especially crucial when new dynamic competitors
rapidly dispute their market position as incumbents. In particular, companies with
a well-designed BM approach (alignment with goals, complementary assets,
consistent model, and sustainable effectiveness (Casadesus-Masanell and
Ricart, 2011)) are assumed to react faster to changes in the dynamic
environment because they have developed adaptative capabilities.

In short, markets, technology and regulation are key drivers of BM change.
These factors can transform parts of the BM’s activities concerning value creation
and value capture, firm’s positioning, value network, competitive advantage and
open innovation or collaborative entrepreneurship? (Miles, Miles and Snow,
2006). BM change could be positive or negative, since it can diminish existing
competitive advantage (negative), or it can generate new competitive advantage
(positive). Additionally, Linder and Cantrell (2000) pointed out that changes in
existing BMs are considered an essential component of BM management to
survive in the market over the long run and adapt to changing conditions.

2.2.41 Technology driver: Web 2.0 phenomenon, Social Media

These subsections will address the drivers that influence the BM
transformation in its activity system, particularly, the new pattern of customer
participation by means of Web2.0 phenomenon. According to IBM Institute for
Business Value (2007), almost all the companies of its sample make adjustments
to existing BMs in order to deal with new technologies or customer needs. As an
example, 70% of companies from this study stated that in many cases, the BM
has to be radically changed in order to remain competitive.

At the beginning of 1990s, Berners-Lee, Cailliau, Luotonen, Nielsen and
Secret (1994) described the web as a ‘collaborative medium’, which allows
information providers in remote sites to share ideas without boundaries. Initially,
Internet was focused on the command and control of information itself that
enabled daily communications and increasingly cheap ways to transmit large
amount of one-directional information.

? Similar to open innovation is collaborative entrepreneurship, which is defined as “the creation of
something of economic value based on new jointly generated ideas that emerge from the sharing
of information and knowledge” (Miles, Miles and Snow, 2006).
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David Weinberger, one of the authors of the Cluetrain Manifesto (1999),
suggested that a new wave of Internet would allow users keep conversations that
they simply never could have done before. The main difference between this new
wave of Internet and the ‘old’ one is based on users participation. O’Reilly (2005)
officially introduced the term Web2.0 that provides a new way to interact and
collaborate and exchange knowledge among users. For instance, in Wikipedia
people collaborate to create content, produce and update knowledge as opposed
to the traditional encyclopedias where the information is static and
predetermined.

O’Reilly defines Web2.0 as a set of online web-based collaborative tools,
commonly referred as ‘Social Media’, that enable people to communicate,
participate, collaborate, share, create, add to and edit the information easily and
in real time. For instance, social networks like Facebook are a hallmark of
Web2.0, among others. This key characteristic has been described as an
‘architecture of participation’ by O’Reilly (2005).

The Web2.0 is a term that designates the second generation of
communities and services on the Internet. It encourages user participation by
emphasizing interaction, community and openness by means of technologies
such as blogs, wikis, RSS (Really Simple Syndication) feeds, etc. According to
Young et al. (2007), Web2.0 fosters fundamental changes in consumer behaviour
and enables business efficiency.

On one hand, Internet applications, social software among other tools are
enabling consumers to interact with content and with each other whenever and
however they like. Additionally, these tools enable firms to enhance stronger
relationships with their customers, improve their loyalty and redefine their
business relationships. On the other hand, Web2.0 technologies are making
human-centric processes more efficient and flexible by providing easy access to
data, content, and co-workers expertise. As a result, businesses can make better
decisions. The ability to collaborate with users may be a competitive advantage
as the ability to deploy the Web2.0 technologies.

Since 2007, Erik Brynjolfsson and Andrew McAfee pointed out that Internet
would transform many aspects of the way businesses operate, from how goods
are bought and sold to where work is done. It reduces transactions cost and thus
stimulates economic activity by linking business with customers and the speed,
the range and accessibility on the Internet and the low cost of distributing and
capturing by means of Web2.0 technologies create new business opportunities.
Web2.0 technologies can create a virtuous cycle by using information to attract
more users, and learn more about them in the course of the business
transactions.
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Communities accelerate knowledge, competence transfer and replicability
by sharing experiences and increasing peer-to-peer social interaction and
communication. Users are willing to share a certain amount of themselves, and
that sharing creates new opportunities. It's a situation where users who like the
site will probably want to invite their friends to join, creating a group of potential
marketers and followers. Keeping a vast number of users requires gaining their
trust and providing them with what they have came to expect. The same
networks that promote growth can destroy market share and build up competitors
if they give users reasons to depart. In short, Web2.0 technologies could
transform both people interaction behaviour and business knowledge base, even
though businesses need to rethink their BMs and mobilize their resources within
their organization.

Hence, Web2.0 is not only about the underlying technology, ‘Social Media’,
but also about the new ways that it enables large numbers of people to come
together to work, share and build. This new scenario fosters interactivity between
businesses and customers and connectivity, which enables new communication
across organizations and customers, and also within groups of customers
themselves. The dual aspects of interactivity and connectivity are transforming
the BMs of organizations. However, only companies with a cohesive strategy for
building a new set of capabilities allowing them to progress along integrating
digital (reshaping customer value proposition) and physical elements
(transforming operating models) can successful transform their business models
(IBM Global Service, 2011).

Web2.0

[

! :

Enable business efficiency hy

Provides new way to interact using information to attrack
and collaborate among user more users and learn more
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\ \

Foster changes in customer Transform business
hehaviour knowledge-bas:
INTERACTION CONNECTMITY
| l |
Business Model
TRANSF ORMATION

Figure 2.5 Web2.0 fosters interaction and connectivity
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Figure 2.5 summarizes the main concepts of this subsection - which
factors of the Web2.0 technologies foster the transformation of the business
model-.

2.2.4.2 Disruptive technology

According to IBM report (2011), customers have become the primary force
behind digital transformation in all industries, since they have higher access to
online information through different channels increasing their expectations. On
the other hand, according to Chadwick (2006) study, “the industry will need to
change to meet clients’ demands. Will it be the industry that currently exists or
will it be a new industry that rises up and usurps our existing position? [...] Will it
go the way of other industries hit by disruptive technology or will it adapt to meet
the needs of the new generation?” (pp.18).

Do we consider Web2.0 technologies as a disruptive technology?
According to Christensen, disruptive technologies describe a new technology that
unexpectedly displaces an established technology. In "The Innovator's Dilemma",
Christensen separates new technology into two categories: sustaining and
disruptive. Sustaining technology refers to incremental improvements on an
already existing technology. Large firms are designed to work with this type of
technologies, since they allow them to stay closer to their customers and improve
their existing technologies to meet their best customers’ needs. Disruptive
technology often has performance problems because it is new, appeals to a
limited audience, and may not yet have a proven practical application. However,
they are cheaper, simpler, smaller and more convenient to use. Additionally, a
large part of the market did not need all the performance offered by the existing
technologies to reach their customers (C. M. Christensen, Raynor, & Anthony,
2003; Gilbert, 2003).

Disruptive technologies are based on two general strategies: create a new
market and disrupt the business model from the low end. In other words,
disruptive technologies should either enable consumption by potential consumers
excluded from the market (less-skilled or less-wealthy) or target customers at the
low end of a market who do not need all the functionality of the existing products.
Disruptive technologies compete against non-consumption since they allow
people to do things they could not do in the past for lack of money or skill or they
are already trying to do but cannot with the current products or services. The
second strategy is aimed at disrupting the incumbent's business model by
targeting the least-demanding tiers of the market, the customers that are “over-
served” (C. M. Christensen, 2002; C. M. Christensen, Johnson, & Rigby, 2002;
Gilbert, 2003).
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As a result, Web2.0 could be seen as a classic disruptive technology,
since the information and insights derived from Web2.0 could not be necessarily
better (many would argue the opposite) but the technology offers greater utility at
a higher speed and a lower cost (Chadwick, 2006). Additionally, the key to
understanding the importance of Web2.0 is this ease of sharing, cooperating and
co-creating and can be defined as a software that supports group interaction
(Cooke and Buckley, 2008).

2.2.4.3 Disruptive changes or adaptative changes?

Is the industry suffering disruptive changes or adaptative changes?
According to Cooke and Buckley (2008), the industry is not under the threat of
disruptive change, but opportunities of adaptative change, since they observe an
industry that is adapting to the rapidly changing social, economic and technical
environment in which we work. However, Gilbert (2003) mentioned that
opportunities are related to disruptions in the sense that sometimes managers in
established companies fail to recognize disruptions as opportunities because
they see them developing but they incorrectly conclude that they are outside their
market.

We observe that many of the most significant environmental changes in
recent decades can be related to the proliferation of the Internet, which has
changed the way business is conducted in many ways, e.g. the global distribution
of digital goods and services, and computer-mediated communications with
customers. Additionally, Web2.0 technologies have also created new ways for
customers to interact with companies operating on the Internet.

As a result, according to Teece (2010), when the underlying technology
changes and an established logic for satisfying consumer needs is over tuned,
the BM must change. He points out that technological change is not always a
trigger to reshape the BM.

Hence, many traditional brick-and-mortar BMs need to adapt their value
creation logic to remain competitive (e.g. Porter, 2001; Amit and Zott, 2001) and
develop a serial of abilities that help them to interact with customers successfully
(Teece, 2010). It is important for managers to understand how they can address
environmental changes and adjust their BM so that their firm can gain or sustain
a competitive advantage.

Firms need to possess strong sensing capabilities to identify the relevant
changes in their environments, which needs constant environmental scanning,
organization-internal resources that give evidence on the growing relevance of
user-added value and interaction orientation.
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The following subsection describes how social media is changing the
pattern of customer participation and how it could transform the activity system of
the business model.

2.2.4.4 Social Media revolution

Web2.0 technologies, social media, are currently undergoing a media
revolution. The key to understand this media revolution, according to Cooke and
Buckley (2008), is fourfold. “First, there is the emergence of user-generated
content that is blurring the distinction between professional and amateur content.
[...] Second, that new media is increasingly being pulled by customers, rather
than being pushed at them. [...] Third, today’s media is micro-chunked, rather
than monolithic. At blogs, consumers read posts; at Youtube, consumers watch
micro-chunked videos; [...] Fourth, the social interactions that develop around the
content are the key to understanding the importance of this bite-sized user-
generated content. It is the facility to rate, rank comment on, review and respond
to the new world of media that is driving the success of these new media
properties” (pp.274).

The Web2.0 rise in active consumers that are increasingly active in
seeking out the information, opinions, products, and services that interest them.
Their participation® or social interaction with the web changes at every moment.
Related to the customer actors of a firm, it implies an action linked not only to the
production and delivery stage of a product or a service, but also after the delivery
process stage. The last action is underlined as the prosumer role of the customer
since any customer can describe any pleasant and unpleasant experience with a
product to anybody. Using social media they can interact with other customers by
“tagging” pictures, blogging posts, articles, and web pages with key words and
phrases that help other users find, sort and classify online material.

The participation or interactivity is probably the single most important
attribute of Web2.0. On one hand, Web2.0 is all about consumers, and whether
business products or services suit their needs, solve their problems, and does it
in a special, innovative or remarkable way. And on the other hand, interactivity
between people is a central part of the commercial Internet.

What is new about Web2.0 interactivity is that it now goes far beyond
messaging. It's not just about people interacting with other people. It is people
modifying websites in the process of interacting with other people, such as
posting text commentary and opinions, uploading and tagging photos, creating

3 Participate means “to take part in something, precisely, in its outcomes” (Ple, Lecocq and Angot,
2011, pp.11).
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videos, audio streams, online conferencing, and collaboration and visiting the 3-D
virtual worlds of multiplayer online games.

People using the Web and publishing on it today have the power to create
new content, effortlessly launch new websites, and make blog posts or
comments. Call it the ‘social web’, or the ‘participatory web’ (Berners-Lee,
Cailliau, Luotonen, Nielsen and Secret 1994). The customer himself is the main
actor to be concerned by his participation. Under the values of the participatory
web, consumers bypass the marketing department, cut through the hype, and
talk to each other directly through user-submitted product reviews influencing
customer perceived service quality and satisfaction, their intention of purchase
and leading to new ideas of product. For instance, a number of studies have
found that word-of-mouth endorsement — the recommendation and reviews of
‘customers like me’ — are the single biggest influence on purchasing.

Successful companies are embracing the power of the people and using it
to enhance everything they do online. Their Web2.0 websites empower their
users to talk to each other, in straightforward and practical language. In the
process that businesses create trusted content, and connect relevant products to
the right customers in a way that no top-down marketing initiative ever could.
However, the customer does not always participate in the same way, or even with
the same intensity in the different firm stages (production and delivery).

2.2.4.5 Patterns of customer participation

This section will shed some light on the nature of customer participation
and what leads that customer to participate with businesses by means of social
media.

Not all the publications that deal with the nature of customer participation
concept really acknowledge one clear definition of the concept (e.g. Kelley et al.,
1990; File et al., 1992; Cermak et al. 1994). They have focused on
service/product production. According to Ple, Lecocq and Angot, (2011), four
important characteristics could be identified: (1) the nature of the production the
customer participates with, (2) the moment this participation takes place, (3) who
this participation concerns, and (4) the nature of customer participation itself.
These characteristics show that customer can participate through different stages
in the value chain of the firm (design stage, production and delivery stage and
after the delivery stage).

Mills and Morris (1986) suggested that customer could be considered as a
“partial employee”, since customer participation may impact on the firm that build
new experiences of consumptions (Prahalad and Ramaswamy, 2004), may
influence other consumers satisfaction (Kellogg et al., 1997; Youngdahl et al.,
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2003) and may involve many other actors he interacts with that are concerned by
customer participation (Parker and Ward, 2000).

According to Rodie and Kleine (2000) and other authors from the literature
in the marketing and management field (e.g. Mills and Morris, 1986; Gronroos,
1984; 2001; Kelley et al., 1990; 1992), customer participation could take different
forms from merely communicating information to making efforts to get the
product. These forms are related to: mental, physical, emotional, financial,
temporal, behavioural and relational inputs. These forms (Annex 1.2) make up
customer participation behaviour. Not all of them may be mobilized every time the
customer participates, since the customer does not always participate in the
same way.

Additionally, Meuter and Bitner (1998) make a distinction between three
customer participation scenarios that affect innovation processes of the firm: (1)
firm production, (2) joint production and (3) customer production. In the first case,
the product is produced entirely by the firm and its employees, without any
participation from the customer. In the case of joint production, the customer
interacts with the firm which contacts employees to participate in the production.
And in the customer production case, it is a scenario in which the customer
entirely produces the product, without any intervention by the firm’s employees.
This last kind of situation is increasingly frequent alongside with the development
of more and more sophisticated Web2.0 technologies (e.g. Starbucks with my
ldea (http://www.starbucks.com/coffeehouse/community/mystarbucksidea)).

Additionally, according to Gouthier and Schmid (2003) and Chervonnaya
(2003), another customer participation that has become more important with the
Internet is after the delivery stage. This customer role is underlined as the ‘co-
marketer role of the customer, which the customer can describe his experience
to anybody by “tagging” or leaving their comment.

According to the literature (Bowen, 1986; Rodie and Kleine, 2000; Meuter
et al., 2005; Lengnick-Hall et al., 2000; Goodwin, 1988), there are two
determinants that explain the participation of the customer: the first one relies on
the customer himself, whereas the second one depends on the firm that needs
the participation by applying organizational socialization techniques (Ple, Lecocq
and Angot, 2011). Additionally, these two factors are related to each other.

2.2.4.5.1 Determinant of customer participation: Customer-based

The customer is a major source of uncertainty, even though he contributes
to the firm’s productivity through his active participation in the innovation process
of production and delivery as other authors from the literature have pointed out.
Additionally, customers can accelerate knowledge creation, skill transfer and
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replicability by sharing their experiences and increasing their interactions and
communications by means of social media.

Customers’ participation is managed by means of organizational

socialization techniques, which are used to reinforce the following customer-
based determinants of customer participation. The following customer-based
determinant is based on Ple, Lecocq and Angot’s (2011) working paper, since not
too much has been studied and their approximation fits with our work:

1.

Customer awareness is a process of product socialization that includes
learning, know-how and participatory behaviour adoption. There are three
different levels of customer awareness: need for participation (customer has
to be aware that his participation is needed in the process (Goodwin, 1988));
importance of participation (customer has to be aware about the practical
details and his importance of participation in the process (Bowen, 1986)); and,
customer motivation (customer has to be aware of the advantages he can get
from his participation, otherwise he may not want to participate (Bowen,
1986)).

Perceived role clarity is related to the knowledge that enables the customer
to know and understand what he has to do. It is ‘perceived’ since it depends
on the way the customer understands the role the firm expects him to play.
Additionally, it depends on other three factors: customer’s own experience
based on previous experiences with a specific firm or industry (Solomon et al.,
1985), accumulative experiences of the customer in a same context (Bowen,
1986) and brand new situations (Parker and Ward, 2000). It is a dynamic role
since the customer progressively learns and redefines his role as he
accumulates experience with the firm and the context (Bateson, 2002).

Customer ability refers to “what a person ‘can do’ rather than what he or she
‘wants to do’ or ‘knows how to do” in a context (Meuter et al., 2005). This
ability is bi-dimensional, the actual and perceived customer ability. Actual
customer ability corresponds to what the customer can really do. Perceived
customer ability concerns the perception the customer has of his abilities
(McKee et al., 2006). If the firm considers that its customers have the skills to
participate, it will fail as long as the customer does not share the same
perspective. In such a situation, the firm has to help customer to modify his
perception by enhancing them through their experiences and their desire to
learn from these experiences (Prahalad and Ramaswamy, 2000; 2004).

Customer’s willingness to participate. If the customer does not accept
participation, even his awareness of their need of participation, his clear role
and skills of participation will be useless. Why do customers not agree to
participate? 1) they do not identify what they could get from their participation,

U



2) individual characteristics (psychological, behavioural, etc.), and 3) they do
not have the skills to participate (Bowers et al., 1990; Bateson, 1983; 1985).
To overcome these situations, it is imperative to identify the means of
motivate the customer: 1) economical drivers, his participation will maximize
the efficiency of the process and increase the quality process of the product
(Bowen, 1986); 2) technological drivers, ease of use and interaction less time
consuming (e.g. Bateson, 1985); 3) social drivers, get advantages from their
interactions with other customers (Wiertz and de Ruyter, 2007); and 4)
psychological drivers, as be part of the process, perceived level of control in
the production process, etc (Bendapudi and Leone, 2003). This last driver
may be drawn from interactions with other customers. For instance, online
communities show that customer’'s commitment to the community positively
influences the willingness of the customer to participate in knowledge
generation for other customers. It is a variable process that depends on the
extent of role identification by the customer.

2.2.4.5.2 Determinant of customer participation: Firm based

This second determinant depends on organizational socialization
techniques that clarify customer participation, specify its importance, and help the
customers to participate by enhancing their abilities and increasing their
willingness. In the case of the customer, organizational socialization refers to a
process aiming to develop customer skills, knowledge and attitudes that are
relevant (Kelley et al., 1990, 1992). The following firm-based determinant is
based on Ple, Lecocq and Angot’s (2011) working paper. Particularly, these
organizational socialization techniques are used:

1. to clarify what and how the customer participates by improving customer’s
perceived role clarity (Halbesleben and Buckley, 2004);

2. to help the customer understand what the firm’s expectations are through
plan organizational withdrawal procedures of the customer (Wiertz and de
Ruyter, 2007); and,

3. to help customers participate by enhancing their abilities and increasing
their willingness. Firms transmit information and knowledge to customers
once they have begun to interact so that they can improve their skills of
participation (Bowen, 1986; Mills and Morris, 1986).

According to Lengnick-Hall et al. (1996), organizational socialization
techniques are ways to increase customer willingness to participate, as a result of
a better understanding of the tasks fulfilled by the organization. Additionally, firms
have to adopt a transparent communication about their internal processes, so
that the customer understands how and where he fits in to improve the efficiency
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of the process and the quality delivered. However, there is a major difference
between customers and employees; there is no contract between the firm and the
customers, which makes things harder for the firm to control its customers’
behaviour.

In sum, the previous literature sheds light on the nature of customer
participation, their patterns of participation and how firms can reinforce customers
participation in different activities of the businesses by means of organizational
socialization techniques.
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Figure 2.6 Customer participation cycle based on Ple, Lecocq and Angot (2011)

The following section will address the literature on activity systems in the
Business Model, as well as the activity interdependencies. This will give an
overview of how customers could be integrated inside the activity system of the
business model according to their participation.

2.2.5 Activity system of the Business Model

Amit and Zott (2001) and Afuah and Tucci (2001) were the first authors to
conceptualize a BM as a set of interdependent activities*. Particularly, Afuah and

* An activity fulfills a specific need or objective, and involves human action and interaction.
Organizational activity can thus be conceived as collective, goal-oriented action, a social process
that is shaped by its context and that in turn shapes the context. This concept could be helpful to
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Tucci (2001) define BM as a ‘system that is made of components, linkages
between the components, and dynamics’. They added that the BM overall goal
consists of satisfying consumers’ needs and creating and capturing value for the
firm and its stakeholders. This goal is reflected in the customer value proposition
(Magretta, 2002; Johnson, Christensen and Kagermann, 2008), which is made up
of both the firm’s key partners and firm’s key resources. Additionally, Zott and
Amit (2010) defined the activity system as “a set of interdependent organizational
activities centered on a focal firm, including those conducted by the focal firm, its
partners, vendors or customers” (pp. 217). Additionally, they suggested two sets
of parameters that employees need to consider in the activity system of the BM:
design elements (content, structure and governance) that describe the
architecture of an activity system; and NICE design themes (novelty, lock-in,
complementarities and efficiency), which describe the sources of the activity
system'’s value creation.

In sum, ‘a BM can be viewed as a template of how firms conduct business,
how it delivers value to stakeholders (e.g. focal firm, customers, partners, etc.),
and how it links factor and product markets’ (Zott and Amit, 2009, pp.222). These
authors concluded that the BM activity perspective is relevant for managers and
academics because it is a natural perspective for managers to decide on BM
design; it allows managers to view the firm in a holistic point of view. Additionally,
the activity system concept allows researchers to focus on the focal firm that is
related to the BM design.

Table 2.1 shows a list of different authors that talk about BM components
and their description. Only authors such as Demil and Lecocq (2006),
Osterwalder, Pigneur and Tucci (2005), Zott and Amit (2010) and Casadesus-
Massanell and Ricart (2010) have emphasized the interdependencies between
components showing insight on how they enable BM evolution over time to
create and capture value. Those responsible for creating these
interdependencies are the managers, who shape and design both the
organizational activities and the links between activities (Zott and Amit, 2010).

analyze and understand the origin and evolution of business model better, and the dynamics of
business model change. (Blackler and McDonald, 2000; Jarzabkowski, 2005; Spender, 1995)
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Table 2.1 Review of authors that describe BM concept

Author

Publication
Year

Business Model Definition

Drucker P.

1954

The concept of business model understood as what the firm does to compete or
essentially "the way the firm operates"

Paul Timmers

1998

He suggested that “a business model includes an architecture for the product or
service, an information flows, a description of the benefits for the business actors
involved, and a description of the sources of revenue”

Magretta

2002

He defines Business Models as "stories that explain how entreprises work" understood
as the underlying logic by which the firm earns money so "everyone in the organization
is aligned around the kind of value the company wants to create". Moreover, "a
business model can become a powerful tool for improving execution (how all the
elements of the system fit into a working whole)".

Wirtz

2000

He suggested “the term BM refers to the depiction of a company’s internal production
and incentive system. [...] a business model therefore reveals the combination of
production factors which should be used to implement the corporate strategy and the
functions of the actors involved”

Hedman and Kalling

2003

“Based on the review of existing literature, we would define a business model as
consisting of the following causally related components, starting at the product market
level: 1) customers, 2) competitors, 3) offering, 4) activities and organization, 5)
resources and 6) factor and production input suppliers. [...] To make this model
complete, we also include 7) the managerial and organizationl, longitudinal process
component, which covers the dynamics of the business model and highlights the
cognitive, cultural, learning and political constraints on purely rational changes of the
model”

Afuah and Tucci

2003

They defined BM as “a business model can be conceptualized as a system that is
made up of components, linkages between the components and dynamics”. They
identified eight areas (customer value, design scope, price setting, revenue sources,
interrelated activities, implementation, capabilities and sustainability) as essential
components of an integrated BM.
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Ghagziani and Ventresca

2005

They stressed that the BM concept had essentially been related to value creation,
revenue model, e-commerce, tacit conception and relationship management. Each of
these represents a local interpretation of the global category of BM.

Amit and Zott

2001

They tried to highlight the drivers of value creation of a firm (novelty, lock-in,
complementarity and efficiency) by analyzing a sample of 59 American and European
e-businesses.

Shafer, Smith and Linder

2005

They uncovered twelve e-business model definitions published from 1998 to 2002 to
develop an affinity diagram that identify four common major categories in all the
definitions: strategic choices, creating value, capturing value, and the value network.
They defined BM as “the representation of a firm’s underlying logic and strategic
choices to create and capture value within a value network”

Afuah

2004

He represents a comprehensive concept that contains perspective of both the company
and industry. He described the determinants of a company’s profitability on one hand
and the differences between industry-specific and company-specific factors on the
other hand.

Osterwalder, Pigneur and
Tucci

2005

They defined BM as a conceptual tool that could be expressed as a business logic
relating to the way in which businesses are being conducted. This ontological
representation may be seen as a convention between partners concerning the
generation and sharing of value between stakeholders.

Lecocq et al.

2006

BM is defined as the choices made by an organization (whether for profit or not) to
generate revenues in a broad sense (turnover but also royalties, rents, interests,
subsidies...). These choices encompass resources and competences to value,
products and/or services supplied and the internal and external organization of the
business.

Casadesus-Masanell and
Ricart

2009

They defined a BM as “a set of choices made by the firm and the set of consequences
derived from those choices”

Zott and Amit

2010

They define the activity system as “a set of interdependent organizational activities
centered on a focal firm, including those conducted by the focal firm, its partners,
vendors or customers”

Afuah and Tucci

2001

They define it as a ‘system that is made of components, linkages between the
components, and dynamics’
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Demil and Lecocq's (2009) research attempts to reconcile static and
transformational approaches to consider BM evolution. They build on the RCOV
framework (inspired by a Penrosian view of the firm) to identify the BM's
components (resources and competences, organizational structure and
proposition for value delivery) and deduce how these components change at the
organizational level (see figure 2.7).

The resources may come from external markets or be internally
developed, while the competences refer to the abilities and knowledge managers
develop, individually and collectively, to improve, recombine or change the
services their resources can offer. The organizational structure encompasses the
organization’s activities and the relations it establishes with other organizations to
combine and exploit its resources.

This organizational structure includes its value chain of activities and its
value network (refers to the relation with external stakeholders). The value
proposition encompasses the form of business products and services and to
whom the offer will be marketed. As Amit and Zott (2001) define “value
proposition reflects the content of the transactions with customers, and the
idiosyncratic deployment of resources that each organization manages so as to
generate its offers”.

Demil and Lecocq’s conception sets value proposition as the only sources
of revenues. However, the different running activities such as acquiring,
integrating, combining or developing resources are the BM’s cost drivers. The
difference between revenues and costs determines over time the sustainability®
of the BM. It is the indicator of BM consistency.

According to Casadesus-Masanell and Ricart (2011), the BM concept
provides the opportunity to describe the relevant activities of a company in a
highly aggregate way. They define a BM as “a set of choices made by the firm
and the set of consequences derived from those choices” (pp. 2) (see figure 2.8).
As in the world of physics, causes have effects and choices have consequences.
These relationships or links are fundamental in defining the way the firm
operates. These authors developed a dynamic framework since they included
choices and consequences in the BM definition. Choices drive consequences
and, in turn, these consequences may reinforce the firm’s ability to persist in
those choices and even create conditions for new choices to emerge generating
some amplifying or reinforcing feedback cycles.

> Demil and Lecocq (2009) found that the sustainability of an organization depends on its ability to
anticipate and reach to the consequences of evolution in any given component.
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Figure 2.7 RCOV framework adapted from Lecocq, Demil and Warnier (2006)

As a result, the underlying dynamics can be easily represented in
aggregation pictures. Casadesus-Masanell and Ricart (2009) refer to aggregation
as a “zooming out’ and looking at the real BM from a distance, ‘building together’
detailed choices and consequences into larger constructs” (pp. 200). This
dynamism creates causal loops that typically tend to reinforce or amplify a
change in any of its elements. A causal loop has been described in the system
dynamics literature as having a positive feedback loop (Baum and Signh, 1994).
In particular, the identification of the main value loops that explain the value
creation and value capture enable to understand the key basis of the business

competitive strategy and its underlying competitive advantage.
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Choices < Policies

. Governance
Business Model
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Consequences o
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Figure 2.8 BM components from Casadesus-Masanell and Ricart (2011)

Osterwalder (2004) categorized the BM activities in nine building blocks -
distribution channel, customer relationship, customer segments, value
proposition, key resources, key activities, key partners, costs structure and
revenue stream - that allow for conceiving a business model. These building

A1



blocks cover four main areas® of a business that constitute the essential business
model issues of a company: customers, offer, infrastructure, and financial viability
(Osterwalder, Pigneur and Tucci 2005; Chesbrough and Rosenbloom 2002).
These nine building blocks are based on a synthesis of the existing business
model literature (see figure 2.9) and attempt to show the logic of how a company
intends to make money through a set of transactions or interpedendencies as
Amit and Zott (2001) pointed out. Additionally, the four areas describe how firms
do business and the interdependency among these areas seeks to satisfy market
needs creating and capturing value to BM participants.

PARTNER CUSTOMER
NETWORK RELATIONSHIP
CORE TARGET
CAPABILITIES CUSTOMER
VALUE
PROPOSITION
VALUE DISTRIBUTION
CONFIGURATION CHANNEL
COST REVENUE
STRUCTURE STREAMS

Figure 2.9 BM nine building blocks from Osterwalder, Pigneur and Tucci (2005)

In sum, a BM can be viewed as a blueprint of how a firm conducts
business, how it delivers value to stakeholders (e.g. customers, partners, etc.)
and how it links factor and product markets. The activity system of a BM
addresses all the activity interdependencies, which address how the nine building
blocks are linked to each other and how to both create and capture value with
and from the market.

2.2.5.1 Activity Interdependencies

Penrose (1959) argues that the growth of the firm is a result of the
interaction between its resources, its organization and its capacity to build up new
value propositions in markets. So, firm’s activities can help us understand how

® Customer interface refers to who are the company's target customers, how it delivers them
products and services, and how it builds a strong relationship with them. Infrastructure
management refers to how the company efficiently performs infrastructural or logistical issues,
with whom, and at what kind of network enterprise. Offer refers to in which business area is the
company in, the products and the value propositions offered to the market. Financial viability
refers to what are the revenue model, the cost structure and the business model’s sustainability.
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BMs operate and how a firm can generate revenues while changing its BM. Demil
and Lecocq (2010) (figure 2.7), Osterwalder et al. (2005) (figure 2.9), as well as,
Casadesus-Massanell and Ricart (2011) (figure 2.8) show the ongoing dynamics,
which come from the interactions between and within components of the BM.

According to Demil and Lecocq (2009), interactions between components
will follow choices to develop a new value proposition, to create new
combinations of resources or to make changes in the organizational architecture,
and the impacts that such adaptations will have on the other components and
their subsidiary elements. For instance, development of resources or
competencies may lead to changes in organizational structure, such as value
network. Consequently, changes in the organizational structure will generate
changes in the resources and competencies available and vice versa.

According to Osterwalder et al. (2005), interactions between activities will
follow choices to develop a new offer or value proposition that will embrace
customers and/or organizations and changes in the organizational infrastructure
will lead to changes in value proposition. These changes impact on the firm’s
financial viability area. Additionally, the quantity of value capturing by the
company depends on its revenue model (Zott and Amit, 2007). For instance, to
deliver the value proposition to different customers, a firm must ensure that it
possesses the range of core capabilities that underpin the proposed value. Those
capabilities can even constitute the infrastructure management area that
describes the necessary value system configuration to deliver the firm’s value
proposition (Gordijn et al., 2001). Consequently, changes in the perceived
customer’s value generate changes in the firm’s value chain’ and as a result into
its value proposition.

Casadesus-Masanell and Ricart (2011) argue that a BM should be
conceived as a set of relations and feedback loops between choices made by
managers about policies, assets and governance on how organizations must
operate, and consequences of these choices (arrows based on causality theories
link them). Additionally, consequences could be flexible or rigid. The flexible ones
are highly sensitive to the choices that generate it, and the rigid one does not
change rapidly with the choices that generate it. BM often generates virtuous
cycles, which strengthen some components. As the cycles spin, rigid
consequences become more significant and such virtuous cycles can develop
valuable resources and capabilities. In particular, Demil and Lecocq (2009)
framework represents the systemic interactions between the different

7 Value chain is often used for the analysis of value creation. Porter subdivides the value chain
into primary and supporting activities. Primary activities are directly integrated into the physical
process of value creation, while supporting activities guarantee the maintenance of both the
primary activities and the complete value chain.
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components of their BM (figure 2.7), and the sequences of causes or
consequences they produce. These systemic interactions relationships create
feedback loops.

Accoding to Casadesus-Masanell and Ricart (2011) and Demil and Lecocq
(2009), the choices made by managers are a first and important source of BM
dynamics. For instance, different choices (e.g. be embedded in a new technology
and sell them, be a pure R&D firm model, commercialize intellectual property, sell
to mass market, etc.) involve a fundamental different BM, that is, a different set of
activities, transaction between them, as well as, resources and capabilities to
perform these choices and create and capture value. Interdependencies among
activities are central to the concept of an activity system, as Zott and Amit (2010)
have described, because they “provide insights into the processes that enable
the evolution of a focal firm’s activity system over time as its competitive
environment changes” (pp.218).

In sum, BM may evolve in response to both external and internal factors.
External factors refer to environmental changes (see section 2.2.4), and internal
factors refer to deliberate choices, independent paths in the development of an
element (e.g. network externalities, economies of scale, bureaucratization,
accumulation of reputation or experience accumulated by employees) and the
dynamics within or between activities of the BM (e.g. the revenues generated
from value proposition enable to acquire new resources).

According to Demil and Lecocq (2009), the observable sign of BM
evolution is a substantial change in the structure of its financial area that firstly
affects the BM structure (resources, partnership and value configuration) and
may come from environmental triggers. Hence, the BM structure evolution helps
new value proposition generation and modifies business to best exploit its
resources by means of the firm’s ability to learn.

2.2.6 Firm’s ability of learning

Mintzberg (1994) points out that “learning inevitably plays a, if not the,
crucial role in the development of novel strategies. [...] We try things, and those
experiments that work converge gradually into viable patterns that become
strategies” (pp.111). Additionally, according to Huber (1991), the ultimate
purpose of learning is the change of behaviour. “An entity learns if, through its
processing of information, the range of its potential behaviors is changed”

(Pp-89).

Starbuck and Hedberg (2001) differentiate among behavioural and
cognitive learning. Behavioural learning is a mechanistic and involuntary process
over which learners cannot apply control. Behaviour is explained without allowing
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for conscious thought. In cognitive learning, individuals perceive, analyze, plan,
and choose. “Learners can choose what to perceive, how to interpret
perceptions, and which actions to take. Thus, effectiveness of their behaviours
depends on how well they read the environments and upon how rapidly they
discover changes.” (pp.333).

Additionally, according to Duncan and Weiss (1979), “organization
learning is an experiential process of acquiring knowledge about action-outcome
relationships and the effects of environmental events on these relationships” (pp.
84). Particularly, learning in chaos is an expanding and diverging process to
discover possible actions, outcomes, and contextual settings. Learning in order is
a narrowing and converging process of testing the action-outcome relationship.

If the outcome of that learning is negative a new course of action is
undertaken until the response is a positive outcome. This basic model of adaptive
learning “has proven quite robust in situations where preferences are clear,
alternative courses of action are specified in advance, and outcomes are
unambiguous [but not] in more ambiguous organizational settings where goals
are often vague and shifting over time, new courses of action emerge during the
developmental process, and outcomes from the actions taken are difficult to
assess” (Van De Ven and Polley, 1992, pp. 93).

Learning also depends on the interpretation of feedback from
experimentation by entrepreneurs and managers. According to Woo,
Daellenbach and Nicholls-Nixon (1994), learning emerges from a process of
interpretation, and the interpretations of the entrepreneur are idiosyncratic.
Therefore, learning through experimentation requires obtaining feedback, giving
interpretations, and making adaptative modifications. Since different activities
offer different learning opportunities, the sequence of activities is critical to
determine the characteristics of the learning. Interpretations can be understood
within the context of the entrepreneur’s beliefs about the environment, frames of
reference, and past experiences, and the environment can be viewed as
concrete, measurable, and determinant, or as emergent through interactions with
actors and organizations.

2.2.7 BM innovation: Participatory business model

Business model innovation is about crafting new, original, unique, and
different business models —or modifying the existing ones- with the purpose of
reducing interdependence with competitors. Therefore, the process includes
altering one’s business model in response to the others’ moves.
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Companies innovate to avoid market erosion, commoditization,
competitive convergence®, and competitive destruction® (Porter, 1980). However,
in the face of discontinuities, convergence and global competition, according to
Doz and Kosonen (2010), companies now need to transform their BMs more
rapidly, more frequently and more far-reachingly than in the past.

Mitchell and Coles (2003) apply the term business model innovation to
changes in the firm’s business model that make it possible to supply products or
services that were previously unavailable. Other changes are considered
business models improvements or replacements and do affect just a few or more
elements but do not mean new offerings.

Johnson (2010) said that business model innovation has occured both by
transforming companies through innovating products and by rethinking how a
company delivers value to its customers and delivers value to itself through
making profits. Additionally, this is done by not only thinking about the foundation
but also how to address customers needs by changing the way business makes
money, organizes its processes and resources, as part of delivering on the
customer value proposition and making money. Many companies are facing
events that are happening in their environment and sometimes there are
situations that are not enough just to come up with next product innovation or
packaging innovation, companies have to think to organize differently to deliver
that opportunities or threats.

Participatory BM represents a BM transformation, in other words a BM
innovation that attempts to characterize a new form of doing businesses that
destroys the previous in a zero - sum game, because the Internet has changed
the economics of business and collaboration. Companies can no longer develop
their skills in isolation. They must learn to co-create them in a broader
ecosystem, dynamic and without zero-sum games through their dynamic
capabilities. Dynamic capabilities are defined as strategic skills of a company that
can combine skills and cope with internal and external environments and confront
volatile periods of rapid change (Teece, Pisano and Shuen, 1997).

Additionally, the new ways and forms of communication and interaction
among users and businesses by means of social media recognize the
emergence of a participative Business Model, since they need to rethink the BM.
This participative BM will be achieved, if the firm creates a new way of

8 Competitive convergence occurs when companies copy each others' best practices and then
become indistinguishable.

? Competitive destruction is the result of many companies offering the same products and
services to the same customers by performing the same activities.
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transforming its activity system that allows the business to organize and to
interact with users in a different way than they were used to.

According to the literature, BM transformation can be achieved by:

1.

Adapting their value creation logic to remain competitive. Companies
have to deal with dynamic competitive strategy. Hutzschenreuter and
Israel (2009) have identified three different types of organizational
contingencies: strategic context (path dependencies in terms of past
decisions); organizational structure (sources of inertia); and, organizational
resources and capabilities (resources can be at the heart of inertia and
persistence (Leonard-Barton, 1992)).

Possessing strong sensing capabilities to identify relevant changes
in their environment and embrace the power of people participation.
Particularly, Doz and Kosonen (2010) proposed three core meta-
capabilities to make organizations more agile from their strategic agility
framework: strategic sensitivity, adaptative leadership and resource
fluidity. Strategic sensitivity allows firms to identify opportunities for new
business models and also to be sensitive to the timely need for the
renewal and transformation of their existing BMs. New adaptative
leadership is essential to enable shifts in BMs and resource fluidity is
called for to allow firms to redeploy and reallocate their resources to new
opportunities or new activities in a transformed activity system. These core
competences accelerate the renewal and transformation of BMs.

Developing a series of abilities to interact with customers
successfully since the most important attribute in the Web2.0 is
customer participation. According to IBM Global Service (2011), “a
business aiming to generate new customer value proposition or transform
their operating models needs to develop a new portfolio of capabilities for
flexibility and responsiveness to fast-changing customer requirements:
deliver business model innovation; drive customer and community
collaboration; integrate cross-channel; get insights from analytics; optimize

the digitally enabled supply chain; and, enabled the networked workforce”
(pp- 11).

In sum, a successful activity system transformation will give business (1)

new sources of value offering by changing the strategy development; (2) new
channels of participation that help business to learn about customers in course of
BM transactions; and (3) the development of new capabilites based on
knowledge about customer's needs and market information (e.g. problems,
satisfaction...) that allow business to adapt different ways of delivering and
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receiving information. The successful transformation may be driven by BM
innovation.

Additionally, the customer may acquire a new role inside the Business
model due to his participation pattern by means of social media. This new role
will impact on the activity system of the firm, particularly, in the infrastructure area
(resource, partner and value configuration). The customer will be an actor that
will participate by arranging activities, will be a partner influencing other
customers’ satisfactions by their comments and trust, and will be a participant
since he may be involved in the value chain of the company and involve other
actors in his participation. These changes in the infrastructure area of the
business model will make changes in the offer area (value proposition) as well.
To ensure transformation of the BM, this might exploit the firm’s resources and
learning ability.
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3 CHAPTER 3: THEORETICAL FOUNDATIONS

The research conceptual framework is one of the outcomes of the theory
building and covers both our research problem and research question. The
purpose of this conceptual framework is to provide a better understanding about
how our dissertation adds to, extends or replicates research already completed in
the literature on Business Models. Additionally, it attempts to facilitate the reading
of this dissertation. This research conceptual framework (figure 3.1) must be read

as follows:
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movements among other factors. Additionally, environmental changes
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to as Social Media. Social Media evidences a new customer pattern of
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interdependencies. The shift of the existing BM activity system as well as
the adaptation of firms to the fast-changing environment by means of the
ability to learn, allows for a better understanding of the BM activity
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