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EDITORIAL: 
Introduction to the Special Issue based on papers 
presented at the Business Model Conference 2018

The 2nd Business Model Conference provided a great 
opportunity to create constructive discussions on 
researching and teaching business models, both inside 
and outside the seminar rooms. 

More than 60 academics and practitioners attended the 
Conference, with more than 40 papers being presented. 
Two inspiring and challenging keynote speeches were 
given during the Conference: Professor Joan E. Ricart 
opened the event with a presentation entitled Business 
Models in the Sharing Economy, while Professor Nicolai J. 
Foss gave a closing keynote on Linking Top Management 
and Business Model Innovation.

The Conference was also enriched by a PhD colloquium 
and a Teaching Forum. The PhD colloquium was organ-
ized by Professor Charles Baden-Fuller and Adjunct Pro-
fessor Petri Ahokangas who sought to provide doctoral 
students with an opportunity to present and discuss 
their research with distinguished international faculty. 
The Teaching Forum was organized by Professor Anna B. 
Holm, PhD Fellow Christina M. Bidmon and Scholarship 
Holder Kirstin E. Bosbach with the aim of providing schol-
ars with an opportunity to present innovative teaching 
formats and best practices for teaching business models.
All the papers submitted for possible presentation at 
the Conference were reviewed by the Scientific Com-
mittee, with those selected being organized into 12 

streams: Creativity and Innovation; Ecosystems; Risk 
and Uncertainty; Theoretical and Conceptual Issues; 
Frameworks and Tools; the Academic Sphere; Soci-
ety and Sustainability; Accounting and Disclosure; 
Digitalization; Innovation; Value Drivers; and Future 
Scenarios.

Originality, significance and rigor were the three criteria 
that informed the Scientific Committee in the selection 
process of the 16 papers included in this Special Issue of 
the Journal of Business Models. The result is a balanced 
mix of contributions from different research streams 
and using different research approaches. Let me briefly 
introduce these papers by focusing mainly on their 
objectives, methods and respective contributions. 

Bini et al. (2018) propose the concept of business 
model as a valuable tool for companies to increase the 
effectiveness of non-financial key performance indica-
tor disclosure. First, the authors argue that the busi-
ness model enables the identification of indicators 
that are aligned with strategic objectives. Moreover, 
they maintain that the business model acts as an inte-
grated framework, showing how different capitals are 
combined to create value.

Brøndum et al. (2018) present a model for feasibility 
testing of novel ideas for business model innovators. In 
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particular, the authors suggest a five-step systematic 
involvement of non-domain-related knowledge intended 
to deliver more unique ideas that are feasible in the deci-
sion-making phase of business model innovation.

Cuc and Miina (2018) explores the relationship between 
business model, innovation and strategy. Through a 
systematic literature review and deductive analysis, the 
authors classify business models according to the degree 
of innovation, and strategic focus, hence providing a 
framework to evaluate and improve business models.

DaSilva (2018) investigates prior research and reframes 
business model innovation through a practitioner lens. 
Reporting on a content analysis of interviews with 
CEOs of small and medium enterprises in the technol-
ogy industry, the author investigates their definition of 
business model innovation and contributes to a better 
understanding of the meaning of business model inno-
vation from a practitioner perspective. 

Di Fabio and Avallone (2018) investigate the use of busi-
ness models in accounting through a literature review 
and discuss the findings considering management and 
banking research. The authors identify specific streams 
and areas of improvement by arguing that account-
ing literature could benefit from the contribution of 
research in other fields, as the banking one, which has 
extensively investigated the impact of business model 
on banks’ performances, developing methodologies to 
identify the business model itself.

Doligalski (2018) explores the relations between the 
business models of internet companies operating in 
the B2C market and the types of goods they offer (i.e. 
private, club, common and public goods). His analysis 
shows that internet companies provide all four types of 
goods distinguished in the theory of economics.

Haas (2018) employs a qualitative approach to assess 
interaction intensities of business model elements 
based on expert interviews in the retail industry. Focus-
ing not on the direction but on the intensity of interac-
tions, the author identifies robust elements as well as 
elements with an indicator effect, a leverage effect and 
both effects.

Juho and Turcan (2018) use the business model theo-
retical lenses to explore the challenges that universities 
face in their pursuit of advanced internationalization 
into foreign markets. This conceptual paper conjec-
tures that advanced internationalization of universities 
is unethical and calls for a revision of business model 
theory to incorporate ethics.

Lambert (2018) demonstrates how a business model 
framework based on object-oriented principles can 
be used to identify and articulate the social and envi-
ronmental initiatives that are embedded in business 
models. The paper also presents a mini case study of a 
small landscaping firm to validate the framework.

Migol et al. (2018) present the results of a study of busi-
ness model design themes of 30 retailers from Rus-
sia. The authors find a positive relationship between 
novelty-centered business models and company per-
formance. Furthermore, companies achieved the best 
performance by combining elements of the efficiency 
and complementarity business model design themes. 

Nielsen et al. (2018) propose a research program for 
the field of business models by focusing specifically 
on 4th stage research, which is concerned with the per-
formative notions of business models. Five conceptual 
avenues for further research are depicted: 1) create 
empirically validated ontologies; 2) create decision-
support structures; 3) connect key performance indica-
tors to business model configurations; 4) benchmark 
value creation; and 5) report on the basis of the busi-
ness model.

Perätalo and Ahokangas (2018) discuss a business 
model concept in a public smart city context. Starting 
from the consideration that there is no unified under-
standing of how smart cities create value for their 
stakeholders, the authors aim to contribute to the 
research by investigating the content and dynamics of 
a business model approach for smart cities.

Raith and Siebold (2018) develop a general frame-
work that is suitable for a broad range of Sustainable 
Development Goals (SDGs) covering social and envi-
ronment goals. The authors’ strategic approach to 
business model design around sustainability targets 
unites the two traditionally distinct research fields of 
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sustainability entrepreneurship and social entrepre-
neurship. The authors argue that only a unified view 
will enable to consider and measure the impact of pri-
vate or public initiatives that address several SDG’s in 
combination. 

Roslender and Nielsen (2018) assert that the business 
model concept has yet not been invited into the account-
ing sphere to address a crucial research question: can 
the profession take value propositions to customers into 
account? The authors provide a provocative discussion 
on the relative invisibility of customers within finan-
cial accounting and reporting, and on the fact that the 
business model concept promises to facilitate account-
ing for value creation for and delivery to customers. The 
authors argue that narrative approaches to reporting 
and disclosure may help to account for the intangible or 
emotional value, the pleasure, the positive sensations 
that customers experience as they embrace and enjoy 
appealing value propositions.

Small-Warner et al. (2018) addresses definitions, 
archetypes and assessments of sustainable business 
models. Then, her contribution summarizes the frame-
work for strategic sustainable development to high-
light its systematic, scientific and social strengths. Her 
discussion combines both concepts to conclude with a 
research approach that may scientifically and socially 
enhance sustainable business models.

Williamsson and Schaad (2018) address the interplay 
between the value chain and business model inno-
vation. Using a case study, the authors explore how 
incumbents create a business model for biodiesel pro-
duction through the re-combination of established 
value chains. Their findings highlight the importance of 
ownership and cross-industry cooperation for business 
model innovation.

It is noteworthy that this is a Special Issue composed 
of short papers, an innovative publication format 
adopted by the Editors of the Journal of Business Mod-
els designed to speed up the accumulation of business 
model research. This objective is reached thanks to a 
very lean template (max four pages) and a standard 
content (Introduction, Approach, Key insights, Discus-
sion and conclusions, References) that lead authors 
to focus on a singular clear message. Such a format 

enables a fast-track business model publishing pro-
cess: decision in 20 days from submission to accept-
ance; minor revision or rejection; instructions for 
revision from each reviewer provided in max 100 words; 
two weeks given for submitting a revised version; in-
print versions online instantly.

The 3rd Business Model Conference will be held at Ford-
ham University, New York City, on June 3-4, 2019. Pro-
fessor Bozena Mierzejewska and Professor Christian 
Nielsen will chair the Conference. Two influential key-
note speakers have already been lined up: Professor 
Ramon Casadesus-Masanell (Harvard Business School, 
USA) and Professor Oliver Gassmann (University of St. 
Gallen, Switzerland). These arrangements promise to 
maintain the high standards evident at the two previ-
ous conferences and within the pages of the Journal of 
Business Models. 

In closing, I hope that the reader will find the short 
papers included in this Special Issue of value. Being part 
of the Scientific Committee of the Conference gave me 
the opportunity and the privilege to gain a clear view on 
which research directions business model researchers 
are currently focusing their efforts. What I learnt from 
this experience confirms that business model research is 
a mature field and the time is ripe for performative con-
tributions that explore what actually happens in compa-
nies when business model-related tools are designed, 
implemented and used, to provide insights on what 
works and does not work, on the levers and the barriers 
that can enable or hinder the design, implementation 
and use of the business model-related tools, as well as 
on the reasons for negative and positive experiences. 

I would like to thank all of members of the Scientific 
Committee who contributed with their time and effort 
to the review process of the papers submitted for pres-
entation at the Conference and to the selection process 
of the papers included in this Special Issue. My special 
thanks go to Professor Robin Roslender and Professor 
Christian Nielsen, for their support during the produc-
tion of this Special Issue, and to Kristian Brøndum, for 
his excellent, conscientious editorial assistance. 

Marco Montemari
Department of Management, Università Politecnica 

delle Marche, Ancona, Italy
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Business Model and Non-Financial Key  
Performance Indicator Disclosure

Laura Bini
Lorenzo Simoni

Francesco Dainelli
Francesco Giunta 

Department of Economics and Management, University of Florence

Abstract

Business model disclosure is proposed as a communication tool for companies to in-
crease the effectiveness of non-financial key performance indicator (NFKPI) disclo-
sure. First, business model enables the identification of indicators that are aligned 
with strategic objectives. Moreover, it acts as an integrated framework, showing 
how different capitals are combined to create value.

Please cite this paper as: Bini et al. (2018), Business Model and Non-Financial Key Performance Indicator Disclosure, Vol. 6, No. 2, pp. 53-57 

Acknowledgements: This work is the final output of a project granted by the Institute of Chartered Accountants of Scotland (ICAS). The 
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Introduction
In the present economic context, companies base their 
competitive success on intangible factors (OECD, 1999; 
Teece, 2000; Bontis, 2001). Financial measures are 
not able to fully reflect the value of intangible assets 
because they are backward looking accounting-based 
metrics that reflect the use of physical capital (Smith 
and Van Der Heijden, 2017). For this reason, NFKPIs 
are necessary to assess a company’s performance 
(Eccles, 1991; Ittner and Larcker, 2003; Montemari and 
Nielsen, 2013). The importance of NFKPIs has also been 

recognized by standard setters and law-makers. Recent 
non-financial disclosure regulations, like the Compa-
nies Act Regulation 2013 in the UK and the European 
Directive 95/2014, have introduced the requirement for 
large companies to disclose relevant NFKPIs.

Despite the importance of NFKPIs, a big problem 
emerges in the identification of indicators that are rel-
evant to the business (Badawy et al., 2016). This issue 
is especially critical for external users who may find it 
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difficult to fully understand whether the NFKPIs com-
municated by a company are really “key” indicators (Hol-
land, 2004). In keeping with previous BM literature and 
the most widespread regulating approach, this paper 
aims to propose the concept of business model (BM) as 
a valuable tool to assess a company’s NFKPI disclosure. 

Approach
It is well established in accounting literature that, in order 
to be effective, indicators should be consistent with the 
way a company uses different tangible and intangible 
resources to generate value (Grasenick and Low, 2004; 
Montemari and Nieslen, 2013). This approach is shared 
by the majority of the regulatory frameworks, which rec-
ommend that NFKPI disclosure give market participants 
a view of a company “through the eyes of management” 
(SEC, 1989). In other words, external users should be able 
to see the company “in a manner which aligned with 
senior managers’ (presumably) holistic view of the busi-
ness” (Beattie and Smith, 2013, p. 10).

The way a company combines its resources and knowl-
edge to gain a competitive advantage defines its BM 
(Nielsen, 2010; Casadeus-Masanell and Ricart, 2010). 
As stated by Osterwalder et al. (2005), the BM offers 
“a conceptual model that explicitly states how the busi-
ness functions” (p.3). Thus, it is a valuable tool to create 
a shared understanding of the business, both inside and 
outside the organization (Perckman and Spicer, 2010). 

As a simplified, focused representation of the company, 
the BM represents a template that helps understand 
the configuration of various components within the 
organization (Winter and Szulanski, 2001). It can con-
tribute to improve “tractability, understanding, as well 
as our ability to measure, predict and communicate” 
the main features of an organization (Massa et al, 2017, 
p. 84). Bukh (2003) maintains that examining a com-
pany’s BM is essential for investors to fully appreciate 
information about non-financial indicators. According 
to Mouritsen and Larsen (2005), the knowledge of a 
company’s BM allows users to appreciate individual 
pieces of information and measurements that, by 
themselves, do not link up directly to the value creation 
process. In light of this, the BM becomes particularly 
useful to frame NFKPI disclosure, offering insights into 
the logic that underlies the value creation process.

Key Insights
From the corporate communication perspective, the 
BM becomes a valuable communication device that can 
provide external users with “a convincing context to 
interpret the quantitative or relative indicators” (Hol-
land, 2004, p. 97). This context-giving narrative allows 
external users to shape “a coherent picture”, where the 
interrelated factors that promote value creation are 
clearly identified (Nielsen and Bukh, 2013).

Linking NFKPIs and BM disclosure allows companies 
to offer investors a clearer picture of the value crea-
tion process (Bini et al., 2016). The BM serves two main 
purposes. First, it enables the identification of relevant 
NFKPIs – indicators that are aligned with strategic 
objectives. Moreover, it acts as a framework for disclo-
sure, showing how different capitals are related and 
how they contribute to value generation. BM disclosure 
should highlight how the different resources are com-
bined together to reach the results that are measured 
by appropriate NFKPIs.

This way, companies are able to offer an integrated 
communication: the strategy defines the objectives; 
the BM illustrates how different resources, both tangi-
ble and intangible, are used to reach those objectives; 
NFKPIs monitor progress against strategy (Bhimani 
and Langfield-Smith, 2007) and show how financial 
results are related to strategic objectives (Figure 1).

Figure 1: The link between strategy, BM and KPIs
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Discussion and Conclusions
This paper proposes BM as a communication device to 
frame NFKPI disclosure. By linking BM and non-finan-
cial indicator disclosure, companies may offer an inte-
grated communication that is capable of showing the 
connections between a company’s strategy and the way 
resources are combined to generate value. According to 
Holland (2004), the disclosure of BM “would create a 
level playing field for disclosure for those investors not 
privy to direct one-to-one contact with companies”, (p. 
101) thereby reducing information asymmetries in the 
market.

Our proposal can be helpful for companies that face the 
need to communicate NFKPI and BM. This is especially 
the case of large companies that have to comply with 
the EU Directive 95/2014 and of those that voluntar-
ily publish an Integrated Report (IIRC, 2013). In both 
cases, linking the description of a company’s BM with 
NFKPI disclosure allows enhancing the reliability of dis-
closure. BM description, on the one hand, provides the 
“information context” —a story that illustrates the con-
nections and relationships between various BM compo-
nents. NFKPIs, on the other hand, provide evidence for 
the veracity —the credibility— of the company’s story 
over time (Holland, 2006).
Our proposal provides insights also for many catego-
ries of subjects —standard setters, regulators, con-
sultants, auditors— who are developing guidelines on 
non-financial disclosure. An integrated disclosure that 
emphasises the linkages between a company’s BM and 
the related NFKPIs, in fact, raises the need to iden-
tify a specific meaning of relevant NFKPIs, as well as 
a detailed description of what a BM description should 
focus on.
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Abstract

This paper presents a model for feasibility testing of novel ideas for business model 
innovators. It suggests a five-step systematic involvement of non-domain-related 
knowledge intended to deliver more unique ideas that are feasible in the decision-
making phase of business model innovation.
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Introduction
During the last decades, the study of business models 
has grown attention from both academics and prac-
titioners. As a consequence, companies have started 
to focus not only on product or process innovation. By 
innovating operational business models and processes, 
companies can reinvent themselves in an ever-changing 
and complex market (Taran et al. 2016). Business model 
innovation has become a complement to the more con-
ventional innovation types (Amit and Zott 2012). 

Creativity seems to play a number of roles as part of 
innovating and establishing a successful new business 

(model) (Govindarajan, 2010). In particular, creativity 
is closely linked to the activities before decision mak-
ing in innovative processes. A key rationale for invest-
ing resources in creativity as part of business model 
innovation is that it results in more alternative ideas 
to choose from, hence more knowledge to base deci-
sions on. As a result, leaders of business model innova-
tion will be able to make better decisions if they invest 
resources in creativity prior to decision making.

Another rationale is that the creativity is likely to lead 
to more novel solutions. Hereby the business model 
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innovator will be able to choose solutions that can drive 
the company into blue oceans or gain unique competi-
tive advantages in red oceans (Kim and Mauborgne, 
2005). However, the problem with novel ideas is that 
they often seem unfeasible at first sight because it 
may be difficult to understand how to produce, pro-
cess, or organize these ideas. Imagine having the idea 
of ‘paper packaging for beers’. This idea has some novel 
aspects in terms of value offering including far simpler 
recycling, cheaper material and more flexible shapes 
than with glass and metal. This idea, however, seems 
unfeasible because paper loses its strength when wet 
and under pressure. Established companies in the beer 
equipment industry may have difficulty handling such 
novel and seemingly unfeasible ideas because they 
have created elimination systems for ideas that are 
‘[…] financially unattractive for the leading incumbent 
to pursue, relative to its profit model and relative to 
other investments that are competing for the organiza-
tions’ resources’ (Christensen, 2006: 49). 

This paper suggests a Horizontal Insight Model that 
provides a systematic creative approach for testing 
novel ideas for feasibility, to increase the number of 
novel ideas that are feasible into the decision-making 
process for inventing or reinventing business models. 

Approach
There are a variety of creativity methods to apply in 
the business model innovation process including Brain-
storming (Osborn, 1953), Lateral Thinking (De Bono, 
1992), Synectics (Gordon, 1961), TRIZ (Altshuller et al., 
1997), Mind Mapping (Wycoff, 1991), Creative Problem 
Solving (Parnes, 1992), Creative Checklists (Davis and 
Roweton, 1968), Analogical Reasoning and Conceptual 
Combination (Martins et al., 2015), Business Model 
Recipes (Baden-Fuller and Morgan, 2010; Sabatier et 
al, 2010), Business Model Patterns (Gassmann et al., 
2014), and Design Thinking (Brown 2008). 

Most of these creative methods focus the creative 
effort on the ideation phase. Also, Wirtz and Daiser 
(2018) suggest seven phases of a business model inno-
vation process, and they identify creativity as a key 
ingredient in just one of these phases – the ideation 
phase. This paper suggests that creativity may play a 
key role also in the feasibility testing phase. 

Design Thinking may currently be the most popular crea-
tivity method among practitioners. It seems to suggest 
that novel ideas may be tested for feasibility by gaining 
insights from potential users or domain-related experts. 
For some ideas, this kind of subject-related (vertical) 
insights may provide a clear answer about whether a 
novel idea is feasible or not. However, for a feasibility test 
on an idea like for example “paper packaging for beers”, 
insights from users and domain-related experts are not 
likely to give any clear answer. The potential users would 
probably say that they like the idea because it offers 
new values not seen in the industry before. However, the 
domain related experts will reject the idea because their 
knowledge is based primarily on glass, metal and plas-
tic, and may not include paper construction and paper 
packaging for food. In other words, they cannot make 
the necessary new knowledge combinations needed to 
further develop the idea for how a paper keg may be con-
structed and function as a packaging.

When taking a knowledge perspective on creativity, new 
ideas can be produced by combining knowledge in new 
ways (Ward and Kolomyts, 2010). This perspective is 
often considered as a cognitive process related prima-
rily to the ideation phase. However, it may also provide 
a valuable understanding of how to test novel ideas for 
feasibility. Horizontal insights, i.e. knowledge and expe-
riences not directly related to the problem or situation, 
might be crucial in that process. This type of know-
ledge typically comes from non-domain-related experts, 
but can also come from other knowledge sources. For 
example, an expert in “paper sacks for cement suitable 
for outdoor storage” is horizontally related to the idea 
for a “paper packaging for beers”. Therefore, this is a 
horizontal expert that may provide us with insights to 
test the idea for a “paper packaging for beers” for fea-
sibility and to further develop it into a feasible concept.

Key Insights
The Horizontal Insight Model is made up of five steps. 
Before step 1 there may have been some systematic 
idea production or a collection of ideas from employees 
or team members.

Step 1 is a sorting activity where all ideas are catego-
rized according to novelty and feasibility. The purpose 
of this step is to identify the ideas that are relevant to 
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the following steps. There will be four groups of ideas: 
(A) ideas that are both novel and feasible; (B) ideas 
that are novel but unfeasible; (C) ideas that are non-
novel yet feasible; and (D) ideas that are non-novel 
and unfeasible. The ideas in category B are relevant 
for the later steps and can move on to the next step 
in parallel or independently. An example of such an 
idea may be a “taxi company without a taxi fleet”. 
This idea was novel at the time, and most people in 
the taxi business domain would probably have found 
it unfeasible.

Step 2 is an abstraction activity where the selected 
idea is translated into an inter-domain principle. The 
purpose of this step is to make it possible to search 
for relevant horizontal insights. A method for translat-
ing an idea into an inter-domain principle is to take out 
the domain related themes like the system being a taxi 
company, and the resource being a taxi fleet. Now we 
may have an inter-domain principle of a “system that 
does not own its core resource”, and it is possible to 
take this on to the next step.

Step 3 is a searching activity where the inter-domain 
principle is the search key for identifying horizontal 
domains where experts who have already tested a sim-
ilar idea for feasibility in domains not directly related to 
the taxi industry. The literature on business model nar-
ratives, anecdotes, cases or business model recipes can 
be used as databases to search for existing business 
models that corresponds to your specific inter-domain 
principle. However, you may find far more potential 
horizontal insights when analyzing all kinds of busi-
nesses, NGO’s, and public organizations yourself.

The principle of a “system that does not own its core 
resource” may lead us to the knowledge domain of 
distributed computing, where horizontal experts have 
designed SETI@home as a similar idea and tested it 
for feasibility. When Berkeley SETI Research Center 
needed to analyze a huge amount of data from radio 
telescopes in the search for life in the universe, they 
found that building the necessary supercomputers to 
analyze this amount of data was simply not an option 
at the time. SETI came up with the idea of an Inter-
net-based public volunteer computing system, and 
they developed a software that could send the mil-
lions of chunks of data to be analyzed by volunteer 

laymen using their private computers as the resource. 
Their inter-domain idea may be a “distributed sys-
tem supporting and integrating laymen and laymen 
resources”. This example of a “system that does not 
own its core resource” can be used in the next step. 

Step 4 is a knowledge combining activity where the new 
horizontal insights are integrated into the idea develop-
ment. The purpose is to use the existing insights from 
a similar horizontal domain to further develop the con-
cept of a “taxi company without a taxi fleet” and make it 
feasible. This step may be performed at different levels 
of engagement. The lowest level may be to simply read 

Figure 1: The Horizontal Insight Model
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about the specific horizontal knowledge from existing 
sources about SETI@home (e.g. details from the busi-
ness model narrative, anecdote, case or recipe). An inter-
mediate level may be to familiarize with the horizontal 
expertise, for example from trying out the SETI@home 
software. The highest level may be to gain access to the 
real horizontal experts, i.e. the specific business model 
innovators, who participated in key phases of the design 
and implementation of SETI@home. 

The application of the horizontal knowledge in this step 
is a creative activity that requires all involved parties to 
have an open, curious, playful, imaginative and vision-
ary mind. As a result, it may be necessary to facilitate 
this step as a full creative process, where individual 
elements of the SETI@home business model narrative, 
anecdote, case or recipe are explored and combined 
with the idea of a “taxi company without a taxi fleet”.

The insights from involving the SETI@home concept 
may lead us to an understanding that the idea of “run-
ning a taxi company without any vehicles” could be 
based on a distributed system (an App) supporting 
and integrating laymen (as taxi drivers) and laymen 
resources (their private vehicles as the taxi fleet). The 
idea of a taxi company without a taxi fleet is easier to 
accept as feasible now that we can see that a “similar 
idea” has already been successfully tested in an indi-
rectly related domain. 

Step 5 is an adjustment activity where the categories 
from step 1 are updated based on the new insights 
gained through step 2 to 4. The purpose is to prepare a 
list of ideas for decision making that takes into account 
any changes in the variables of novelty and feasibility. 
From the example, we will be able to move the idea of 
a “taxi company without a taxi fleet” from category 
(B) to category (A). As a result, we now have one more 
novel and feasible idea to choose from in the decision-
making phase.

Discussions and Conclusions
This paper offers a systematic model for using hori-
zontal insights in a creative process to test novel ideas 
for feasibility. The hope is that this model will provide 
more novel and feasible ideas prior to decision making 
in business model innovation processes. 

A key practical implication is related to the reduction 
of risk and uncertainty for business model innovators. 
The Horizontal Insight Model may help reduce risk and 
uncertainty for innovators who desire novel ideas, by 
making more of these ideas feasible prior to decision 
making. As a result, the decision-maker will have more 
novel and feasible ideas to choose from for inventing 
new or reinventing existing business models.  

A key theoretical implication is related to the models 
for inventing new and reinventing business models. It 
may be possible to include the Horizontal Insight Model 
as one step or perspective as part of a more comprehen-
sive process or model for understanding how to design 
and develop new business models. Also, the notion of 
“experts” as something domain related may be chal-
lenged by this new model. We may need to reconsider 
the users and the domain related experts as the key 
source of new insights for testing novel ideas for fea-
sibility. It may be that each of these sources of insight 
play a unique (however, sometimes overlapping) role in 
the development and testing of ideas. 

Finally, a philosophical implication is related to the 
notion of the role creativity plays in business model 
innovation processes. We may need to reconsider the 
general notion that creativity is merely related to the 
production of ideas – the ideation phase. Creativity 
may provide far more quality to the complex innovative 
processes of inventing new and reinventing establis-
hed business models. Is there a need for a concept of 
business model creativity for the attempts to under-
stand this role of creativity?
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Introduction
Despite the increasing relevance and importance of busi-
ness model within the business and academic literature, 
(Casadesus-Masanell & Ricart 2010; Magretta 2002; 
Osterwalder & Pigneur 2010; Osterwalder et al. 2005; 
Teece 2010; Zott et al. 2011; Spieth et al. 2016), there is 
still a lack of appropriate frameworks, tools, and con-
ceptual guidelines for assessing business models from 
the perspective of innovation, and strategy (Cortimiglia 
et al. 2016; Mezger 2014; Sako 2012). Therefore, this 
study identifies and explores the relationship between 

these concepts through a systematic literature review, 
and reduces it into a classification of the business model 
according to the degree of innovation and strategic 
focus. The aim of this study is to provide an assessment 
tool that could help to evaluate and improve the busi-
ness models. The article ends with a research agenda 
to find theoretical and practical implications, and in the 
future, validate the framework with an empirical data. 
Due to a large number of academic resources, it is pos-
sible that relevant articles were discarded in this study.
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Approach
A systematic literature review was conducted to identify 
the most relevant business model approaches within 
the innovation and strategic management literature. 
The literature review consisted of the following three 
phases: Firstly, explore developments and recent find-
ings regarding the business model concept. Secondly, 
identify and classify the main definitions of the busi-
ness model based on its ontological and conceptual point 
of view, and finally, analyze the relationship between 
business model, innovation, and strategy to identify 
emerging concepts, produced by these interrelations. 
A confirmatory analysis was made using a bibliometric 
analysis of the co-occurrence of keywords and the most 
cited authors. This method helped to explore, to organize 
and to analyze the amount of data obtained (Daim et al. 
2006) from the business model to obtain patterns and 
visualize the future development of the concept. In total 
140 articles were reviewed using EBSCO host, Google 
Scholar, Scopus and Web of Science computed the key-
words of business model, business model innovation, 
and business model strategy with and without quotes. 
Articles, in English, were chosen within the subject areas 
of business management, accounting, economics, econo-
metrics, and finance, selected according to its relevance, 
the most popular authors, and year of publication, using 
a “snow ball” technique. Based on this literature-based 
investigation, a classification of the business model was 
made through a deductive analysis. A Venn diagram was 
developed to illustrate the relationship between busi-
ness model, innovation, and strategy. Then, a tri-dimen-
sional representation was created which help to identify 
the different combinations involved. For an easier under-
standing of these interrelations, it was analyzed in a two- 
dimensional model (See Figure 1).

The two-dimensional analysis shows that innovation 
and strategy influences business models in low and high 
degrees. The combinations of high and low degrees pro-
duce four main categories which can be represented by a 
matrix classifying business model in four different types 
according to its purpose: 

1. Business Models for Validation (BMV), in which 
the firms validate their business model in the early 
stages of their business’ lifecycle (e.g. start-ups), 
or when they launch new ventures. 

2. Strategic Business Models (SBM) the business 
model is used as a strategy to achieve a sustain-
able competitive advantage. 

3. Business Model Innovation (BMI) consists in the 
process to improve or renew the business models 
throughout radical or incremental innovation. 

4. Strategic Business Model Innovation (SBMI), the 
process of innovate strategically the business 
models to improve competitiveness and enhance 
business performance (See Figure 2).

The Strategic Business Model Innovation (SBMI) matrix 
allows the development of a conceptual framework to 
assess innovation success, and strategic decision-mak-
ing effectiveness on business models in which firms 
restructure their business models at different degrees, 
which also helps the firms to make strategic decisions 
at different levels producing different business model 
approaches.

Figure 1: Two-Dimensional Analysis of Innovation  
and Strategy on Business Model

Source: Author’s illustrationl

Figure 2: SBMI Matrix, Classification of the business model ac-
cording to its purpose (Based on the degree of Innovation and 

strategic focus). Source: Author’s illustration
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Key insights
The paper explores the relationship between business 
model, innovation, and strategy, identifying four main 
categories of business models. Based on this relation-
ship, the paper develops a matrix to classify the busi-
ness model according to the degree of innovation and 
strategic focus. It could also serve as a framework to 
assess the innovation success and strategic decision-
making on business models. The study provides a man-
agerial tool to evaluate and improve business models, 
allowing the firms to identify its strengths, its oppor-
tunities, and its critical issue. This conceptual frame-
work can be a useful guide to identify either internal or 
external factors so firms can consider during the pro-
cess of business model design. For the scholars, it pro-
vides insights concerning the development of the topic 
in the management, business and economics academic 
literature. 

Discussion and conclusions
The business model has become a new way to con-
duct innovation (Demil & Lecocq 2010), run strategies 
and even being a subject of innovation by itself (Ches-
brough 2007). The relationship between the business 
model with innovation and strategy (Teece 2010) has 
produced emerging concepts such as Business Model 
Innovation (BMI), Strategic Business Model (SBM), and 
Strategic Business Model Innovation (SBMI). This paper 
analyses the business model, innovation, and strategy 
from a holistic approach. It provides a self-assessment 
tool to help firms to improve or renew their current 
business model. This study may suggest conceptual 
insights to further develop the concept of Strategic 
Business Model Innovation (SBMI), and a guide to its 
practical application. Nevertheless, it will be necessary 
conduct empirical research to validate the framework. 
Further research, quantitative and qualitative studies, 
is needed to validate and to get a better understanding 
of Strategic Business Model Innovation (SBMI) process. 
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Introduction
Although the literature agrees business model innova-
tions are key to a firms’ long term survival, they are still 
poorly understood compared to other kinds of innova-
tions such as process or product innovations. In this 
manuscript, we investigate prior research and reframe 
business model innovation through a practitioner 
lens. We report on a content analysis of 63 interviews 
with the top management of small and medium size 

enterprises in the technology industry, with the aim of 
recording their definition of business model innovation. 
This research intends to contribute to a better under-
standing of the meaning of business model innovation 
from a practitioners’ perspective. These findings open 
new directions for theory development and empirical 
studies in the business model and innovation manage-
ment literature.
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Business model innovation (BMI) is increasingly rele-
vant to practitioners as companies look for alternative 
ways to compete beyond product or process innova-
tions (Henry Chesbrough, 2007; IBM, 2016). Whereas 
products and processes can often be easily copied by 
competitors, the dynamic and complex nature of BMI 
makes it harder to do so (Amit and Zott, 2012; Schnei-
der and Spieth, 2014). Despite clear advantages, BMI 
tools and processes are deficient (Zott et al., 2011). One 
reason  may be due to the lack of empirical and the-
oretical research to support BMI within organizations 
(Venkatraman and Henderson, 1998). In order to pro-
mote the establishment of adequate management 
frameworks and mechanisms that lead to BMI, more 
empirical foundations are necessary   . Theory devel-
opment should evolve toward a construct that best 
approaches “the hypothesized course of [observed] 
events” (Weber, 1949, p. 44) aimed at rigorous the-
ory building (George and Bock, 2011). By elaborating a 
review and presenting findings from an inductive study 
of practitioner perspectives, our aim is to better under-
stand BMI in order to advance scholarly knowledge and 
research. In a nutshell, to provide a preliminary bridge 
from the phenomenon in managerial practice to the lit-
erature. The findings of the analysis are discussed and 
implications are drawn in the conclusion. Finally, the 
limitations are stated and recommendations for future 
research presented.

Approach
Given the lack of a consistent framework and the lim-
ited empirical studies on BMI, we took an alternative 
approach by asking practitioners about their under-
standing and application of BMI. Following the content 
analysis methodology and steps taken by (George and 
Bock, 2011), we proceeded to interview the CEOs of 
small and medium size companies from the high-tech 
industry.

Key Insights
Based on an inductive study of practitioner percep-
tions, our research reveals that practitioners perceive 
BMI more as a way of orchestrating a new approach in 
order to reach new customers and markets with inno-
vative products, than about engineering new revenue 

possibilities or maintaining existing ones. It is more 
about reaching new (market and products) than re-
configuring existing resources and capabilities to gen-
erate supra returns. It is not about optimization of the 
existing, but creation of the new. It is not a vehicle for 
facing existing challenges or constraints, nor for keep-
ing the existing business sustainable, but a way to 
explore new possibilities in an outward manner.

Discussion and Conclusions
Research on BMI based on rigorous inductive or deduc-
tive logic is limited. This content analysis research 
presents an integrative framework for understanding 
BMI in the practitioner context. Our analysis of the lan-
guage of BMI used in practice provides specific clues 
for understanding BMI in the broader management 
context. Our results reveal a lack of convergence on the 
meaning and definition of BMI. This research shows 
practitioners’ general perception of BMI is fragmented. 
The following section will contrast the findings of our 
research with extended literature on BMI.

Novel Orchestration. A large number of respondents 
agree that BMI represents a novel approach to doing 
business. The category comprises five subcategories 
(New way of doing business, Change, Adaptation, Evo-
lution and New solutions). Practitioners seem to clearly 
see BMI as an alteration of the existing status quo into 
a novel one. It is thus not a current state, but a process 
of transformation from one stage to another. In order to 
reach the new state, a firm has to master several pro-
cesses and activities – both existing and new. These pro-
cesses and activities, alongside resources (Hedman and 
Kalling, 2003) and capabilities (Morris et al., 2005), plus 
their orchestration may lead to the design of an innova-
tive business model (Gassmann et al., 2015). BMI may 
therefore change the internal organizational structure 
and control, and possibly the company culture (Foss and 
Saebi, 2015). Business model changes towards a new 
way are almost by definition strategic issues for which 
the top management team is accountable.

Customer Centric. The second most cited category is 
stakeholders. Of the five subcategories, one clearly 
stands out: customers. A total of 41% of the respond-
ents mentioned the term customers in their defini-
tion of BMI. The CEOs in our study seem particularly 
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concerned about their customers when defining BMI. 
Congruently, the literature reveals that every business 
model should serve certain customer groups (Ches-
brough and Rosenbloom, 2002) and must answer 
the fundamental question “Who is the customer?” 
(Magretta, 2002). Further, Morris and colleagues 
(2005) argue that failure to adequately identify the 
right customer market is a key factor associated with 
venture failure. An approach commonly referred to 
as the customer value proposition (Johnson et al., 
2008) is where organizations focus their activities on 
best serving their customers (Barnes et al., 2009). It 
addresses a customer’s problem, the solution to it, 
and value from the customer’s perspective (Ches-
brough and Rosenbloom, 2002). A discussion that 
matches our data and is congruent with the research 
is undertaken by (Gassmann et al., 2015), who identi-
fies customers as a central dimension when designing 
a new business model. 

Product Innovation. The category Product/Service 
was the third most cited by practitioners. In fact, it is 
the second most cited in terms of total frequencies. Its 
subcategory, market, is the predominant term referred 
to in the interviews with an absolute frequency of 17 
times, accounting for 27% of the practitioners’ men-
tions. They are clearly aware that BMI allows compa-
nies to deploy products in a specific market. From the 
respondents’ perspective, BMI seems intrinsically con-
nected with new markets rather than existing mar-
kets in which they already operate. The word product 
is often joined with the word new or innovation, again 
revealing the practitioners’ perception that BMI mainly 
deals with the development of new products and new 
markets, rather than existing ones. BMI is clearly dif-
ferent from product and process innovation. Whereas 
products can often be easily copied, the dynamic nature 
of BMI means it cannot (Schneider and Spieth, 2014). 
New business models are hard to follow and copy given 
their complexity (Bucherer et al., 2012). Yet, new prod-
ucts and associated technologies can also be facilita-
tors to shape new business models or readapt existing 
ones. For example, Apple’s iPod was not revolutionary 
per se since several companies had already offered 
devices using mp3 technology. However, combining the 
iPod with the innovative iTunes business model led the 
company to become the market leader and disrupt the 
music industry (Abel, 2008).

Revenue. The category value was the fourth most 
cited in our study. Its subcategory, revenue and profit, 
was important to the respondents when considering 
BMI, but not fundamental. The financial viability of a 
business model rests on its revenue model (Amit and 
Zott, 2001). It is an essential dimension of the busi-
ness model as it represents the means by which a firm 
captures value (Zott and Amit, 2008). The interviews 
revealed respondents perceived revenue and profit as 
a consequence of BMI, not as its driver. New revenues 
versus maintaining existing ones were predominant 
in the responses. In fact, no respondent perceived 
BMI as a mechanism to prevent the loss of profitabil-
ity. Chesbrough and Rosenbloom (2002) highlight the 
importance of BMI for sustaining profits in the long 
run: a notion that is clearly missing from our sample of 
responses. A possible reason for the lack of concern for 
maintaining the existing revenues might be that the 
interviewed CEOs were not from large corporations, but 
from more agile SMEs where chance and adaptation 
are more common.  To sum up, our respondents con-
sider BMI as a means to secure new revenues and prof-
its, and less as a vehicle for sustaining existing ones.

Exogenous. In contrast, few respondents considered 
opportunity (subcategories: competitive advantage, 
rupture, differentiation, uniqueness, sustainability, 
attractability) as relevant to BMI. The results of our 
research contrast sharply with those of (George and 
Bock, 2011) study based on E-MBA students’ descrip-
tion of business model terminology. The authors build 
their research argument from the notion that “busi-
ness models are opportunity-centric” and that the 
“business model is the organization’s configurational 
enactment of a specific opportunity”. Further, they jus-
tify firm formation as a decision “based on the enact-
ment of an opportunity through an explicit or implicit 
business model”. The authors then define business 
model as “the design of organizational structures to 
enact a commercial opportunity. Fewer words that 
were used related to optimization (maximization, com-
bination of resources, best practices, improvements), 
in contrast with scholars in the field who advocate 
the leverage and re-combination of existing resources 
within the firm in order to create new business models 
(McGrath, 2010). The least popular terms used relate to 
challenge (subcategories: challenge, threat, constrains, 
anticipation). This is not to say that BMI cannot be a 
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solution to a company’s challenges, nor that threats 
play no role in BMI, but that practitioners do not per-
ceive BMI as a tool to confront challenges or threats. 
This result is particularly interesting given that large 
corporations usually resolve to innovate their business 
models as a result of serious challenges (Chesbrough, 
2007). Few companies resolve to innovate their busi-
ness models before they are forced to do so by external 
events (Chesbrough, 2010). The reason might lie in the 
limited research on BMI and its application. Indeed, to 
date concrete solutions that support BMI, like they do 
with product innovation, are limited. Hence, the list of 
companies that failed innovate their business model is 
extensive. Kodak, for example, ignored digital photog-
raphy and filed for bankruptcy in 2012 (Waters, 2012). 
Blockbuster ignored the innovative revenue models 
of its competitor and was forced out of the market by 
Netflix (Peers and Ramachandran, 2013). Siebel saw 
its CRM market share shrink as Salesforce brought 
in an innovative revenue model (DaSilva et al., 2013). 
Further examples abound, and the literature is clear in 
asserting it is critical for managers to recognize when 
to change their business model (Johnson et al., 2008).  
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Introduction
Within the accounting field, there has been lately an 
increasing interest from standard setters, regulators 
and professional bodies in the business model (BM). 
Many bodies support the introduction of a section on 
the BM in the annual report (CIMA, 2010; BIS, 2011; 
EFRAG, 2013); for instance, the UK Corporate Govern-
ance mandates disclosure on BM in the annual report. 
Additionally, the European Financial Reporting Advi-
sory Group undertook a joint project with national 
standard setters leading to a Bulletin ‘The Role of the 
BM in Financial Reporting’ and the Research Paper ‘The 
Role of the BM in Financial Statements’ and revealing 

strong support for the BM playing a role in financial 
reporting. Furthermore, the EU Directive on disclosure 
of non-financial and diversity information (2014/95/
EU) requires that large public interest entities pro-
vide disclosure concerning the BM in the management 
report from 2017. 

The BM has started to play a significant role also as 
a rationale for accounting valuation and measurement 
purposes. Indeed, the IASB introduced the BM approach 
to classification and measurement of financial assets 
in the scope of the International Financial Reporting 
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Standard 9 (IFRS 9), applied in the European Union 
since January 1, 2018. Such intervention is inspired by 
the need for reducing the complexity in accounting for 
financial instruments and to the development of an 
even more principle-based accounting standard. The 
underlying assumption to this approach is that the BM 
is the primary determinant of the actual management 
of financial assets and of their use for cash flows’ gen-
eration purposes.

Against this background, eminent scholars have prob-
lematized the role of the notion of BM and its implica-
tion for research, but the literature on the topic is still 
in its infancy (Beattie and Smith, 2013; Bini et al., 2016) 
and there is a lack of a comprehensive framework.

This paper aims at contributing to filling in this gap by 
investigating how the notion of BM has been used in 
the scope of accounting research. To this purpose, we 
present a literature review of accounting papers deal-
ing with the BM and discuss them in the light of con-
tributions brought by research in the management and 
banking field. 

Our findings show that in accounting research the 
BM notion has been used mainly as a determinant of 
accounting choices concerning valuation and measure-
ment of assets, and as an object of reporting. While 
the first perspective is adopted mainly by research in 
the field of financial reporting, the second is the focus 
of research within the non-financial reporting field. 
Additionally, the findings suggest that empirical stud-
ies dealing with the link between BM and accounting 
choices would benefit from stronger methodological 
underpinnings. Overall, our findings could trigger future 
studies investigating the usefulness of adopting a BM 
approach in the scope of financial reporting and further 
research on the link between the BM as a reporting 
framework and financial reporting. 

The present paper proceeds as follows. The next Sec-
tion synthetizes the methodological approach used to 
carry out the literature review. The third Section pre-
sents the results. In the fourth Section, we discuss the 
findings in the light of some contributions from man-
agement literature and from research in the banking 
field and conclude.

Approach
The methodological approach adopted in this study is 
similar to other recent reviews in the intellectual capital 
and accounting literature (Massaro et al., 2016; Cuozzo 
et al., 2017). We resorted to the section of Business, 
Management and Accounting of the Scopus database 
(SciVerse Scopus) restricting the search to the key-
words “BM – accounting” and “BM – financial report-
ing” in the scope of the article title, the abstract, and 
keywords. Additionally, the search has no time orienta-
tion, given our interest in highlighting the development 
of research over time. The first list is of 156 articles. 
We went through all the abstracts of articles selected 
and performed a meaning-oriented content analysis to 
understand whether the focus of the papers is consist-
ent with our research objectives. After the exclusion of 
papers whose topic is not consistent with our research 
objectives, the final dataset consists of 51 papers. 

The Journal of Management and Governance, the Jour-
nal of Intellectual Capital, and Accounting Forum are 
in the first place in the academic debate, followed by 
Accounting and Business Research

Key Insights
Our results show that the BM notion has been used 
mainly in the scope of two research streams and 
papers can be grouped into: (i) papers focusing on BM 
as a determinant of classification and measurement 
of items in the balance sheet in the scope of finan-
cial reporting; and (ii) papers focusing on the disclo-
sure on the BM. Overall, 39% of the papers concerned 
financial reporting-related issues, whereas 61% of the 
papers discuss issues within the field of non-financial 
reporting.

With reference to research developed in the scope of 
financial reporting, it especially considers the BM as 
a determinant of classification and measurement of 
items in the balance sheet.

Specifically, this stream develops as a response to 
the introduction of the BM by the IASB and implicitly 
assumes that the BM is the primary determinant of 
the management of financial assets and of their use 
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to generate cash flows. Opposing the BM approach 
Leisenring et al. (2012) maintain that the introduction 
of the BM concept by the standard setter is not sig-
nificant and unnecessary due to its (supposed) identity 
with the notion of ‘management’s intent’. In their view, 
it is unfeasible for a firm to have a BM inconsistent with 
the managerial intention and the difference between 
these two concepts would only be due to the fact that 
BM could refer to the entity level, while management’s 
intent could refer to the single item. Additionally, they 
both refer to the rationale underpinning management 
behaviour, which would be profit-seeking, and accord-
ingly the managerial intent and the action undertaken 
will be aimed at achieving profits. Directly replying to 
them, Brougham (2012) asserts a significant difference 
between the two notions. The difference is explained 
by the level at which the BM is assessed and by the 
broader scope of the BM, whose underpinning ration-
ale could be not only profit-seeking. In this perspec-
tive, the BM approach would enhance the relevance of 
financial information to users based on the idea that 
reporting should communicate to users if the BM has 
actually worked and since firms usually engage in dif-
ferent transactions, for different purposes and in dis-
tinct ways (Singleton-Green, 2014).  

Two empirical papers explore whether the BM actually 
explains firms’ accounting choices and provide con-
trasting evidence on the BM argument. Lassini et al. 
(2016) cluster a sample of 103 European listed compa-
nies based on different dimensions of the BM, using 
variables of (i) ownership, (ii) size, (iii) supply chain rela-
tion, (iv) internationalization, (v) R&D commitment, 
(vi) economic performance, (vii) operative growth per-
formance, (viii) structural growth, (ix) financial profile, 
(x) liquidity profile. Examining accounting choices by 
companies in different clusters, their results show no 
significant associations between BMs and accounting 
choices. In contrast, Pinto et al. (2015) find that the BM 
is a predominant factor in ex plaining accounting choice 
for measuring investment properties in publicly traded 
real estate management companies in Brazil. 

With reference to research focusing on the disclosure 
on BM, these studies have mainly developed within the 
field of non-financial reporting - although exceptions 
exist as the paper by Bagnoli and Redigolo (2016) and 
the one by Mechelli et al. (2017) - with either a focus on 

integrated reporting or restricting the scope to intel-
lectual capital and sustainability.

Beattie and Smith (2013) study the BM concept from 
the perspective of intellectual capital, based on the 
idea that the BM is the higher-level concept that 
should ‘drive the IC disclosure’ (Beattie and Smith, 
2013, p. 252). Indeed, both the notions of intellec-
tual capital and of BM relate to the transformation of 
resources (capital) into value, but the BM notion seems 
key to explain how the intellectual resource is used in 
combination with others to engage in value creation 
activities. In their view, while the BM constitutes the 
holistic macro-level view, inspired by the managerial 
theory of the firm through a top-down approach, finan-
cial accounting is a bottom-up and transaction-based 
micro-level process. Interestingly, the interviews to 
sophisticated users as financial analysts (Nielsen and 
Bukh, 2011) remark difficulties in capturing the essence 
of the whole BM and understand better the specifics of 
each strategy.

Among empirical papers dealing with disclosure on BM 
(see also Melloni et al., 2016), Bini et al. (2016, 2018) 
provide a considerable methodological contribution to 
analyse BM disclosure building on the guide provided 
by Osterwalder et al. (2005). Accordingly, they use the 
four pillars constituting a BM (namely (i) product, (ii) 
customer interface, (iii) infrastructure management, 
and (iv) financial aspects) as relevant dimensions for 
coding text units. Specifically, Bini et al. (2016) evalu-
ate BM disclosure presented in the Strategic Report 
in the perspective of the contribution of intellectual 
capital to company competitive advantage, and Bini et 
al. (2018) analyse the BM to capture the firm commit-
ment to sustainability, which should be reflected in the 
BM (Atkins et al., 2017). Their content analysis of BM 
disclosure allows shedding light on the business model 
disclosures companies to detect their approach to sus-
tainability and highlight areas whose approach to sus-
tainability should be enhanced.

The paper by Nielsen and Roslender (2015) is the first 
attempting to connect these two streams of research. 
Indeed, they identify a critical tension between the 
perspective adopted by the BM as a framework and 
the perspective of financial accounting. In their view, 
the BM is concerned with value creation, delivery and 
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capture, whereas the focus of financial reporting is 
the capture of shareholder value. From this angle, 
the BM should be the starting point for an ‘enhanced 
approach to financial reporting’ (p. 263) as it has the 
potential to provide a framework for understanding the 
value proposition of a firm (Osterwalder and Pigneur, 
2010) explaining the flows through which the process 
of value creation develops (Nielsen et al., 2009). Spe-
cifically, Nielsen and Roslender (2015) acknowledge the 
need for understanding how financial reporting can be 
combined with the business model notion, without 
seeking to incorporate the latter in the first.

Discussion and Conclusions
This paper investigates how the notion of BM has been 
used in the scope of accounting research. Overall, the 
findings of the literature review show that in account-
ing research the BM notion has been used primarily 
(i) as a determinant of accounting choices concerning 
valuation and measurement of assets, and (ii) as an 
object of reporting. While the first perspective is mainly 
adopted by research in the field of financial reporting, 
the second is the focus of research within non-financial 
reporting.

These two views are only partially overlapping and rel-
evant differences exist.

First, studies within the area of financial reporting 
discuss the BM as a criterion for accounting valua-
tion; from this angle, the BM influences the account-
ing numbers reported by firms. Studies that deal with 
the BM as an object of reporting, and specifically those 
developed within the field of integrated reporting, look 
at the BM as a superior framework that determines the 
presentation, the narratives and the numbers included 
in the report.

Second, when dealing with issues concerning valuation 
and measurement of assets, research considers the 
BM as referring to an aggregate level (Brougham, 2012) 
but this level is not necessarily the level of the firm and 
potentially it could even coincide with the level of the 
single item. In contrast, a shared assumption of stud-
ies dealing with the BM as an object of reporting is that 
the level at which the BM is defined and observed is 
always superior to the one of the single item and it 

corresponds to the organization. In particular, the BM 
of the entire organization is central within the Frame-
work for Integrated Reporting (Girella et al., 2018). 

Third, financial reporting refers to the BM as identified 
based on historical data to provide information that 
is verifiable and reliable. In contrast, research dealing 
with the BM as an object of reporting emphasizes a for-
ward-looking perspective (Nielsen and Roslender, 2015) 
and the extent to which the BM will be sustainable in 
the future.

The analysis shows that scholars mobilizing the notion 
of BM from the perspective of integrated reporting 
draw on the contributions brought by management lit-
erature to enhance their theoretical underpinnings and 
move forward the debate (Beattie and Smith, 2013). 
Additionally, they exploit the management literature 
to build their methodological bases (see Bini et al., 
2016, 2018). Differently, studies in the financial report-
ing field use various methodologies to identify BMs. On 
the one hand, this implies that comparing their find-
ings can be arduous; on the other hand, it could be dif-
ficult agreeing on what they consider as the BM.

In this respect, accounting literature could benefit from 
the contribution of research in other fields, as the bank-
ing one, which has extensively investigated the impact 
of BM on banks’ performances, developing method-
ologies to identify the BM. A first approach adopted 
in the scope of banking literature implicitly assumes 
that the BM of an organization can vary over time and 
exploits indicators of the BM’s characteristics combined 
through cluster analysis (Ayadi et al., 2015; Roengpitya 
et al., 2014). An alternative approach assumes that the 
organization’s BM does not vary over time and that it is 
an underlying, latent strategy, whose outcomes are the 
observed variables. In line with these assumptions, this 
approach draws on factor analysis to identify BMs (Mer-
gaerts and Vander Vennet, 2016). In our view, such con-
tributions may support accounting research interested 
in classifying BM based on financial statements’ data to 
develop qualitative analyses as well as research aiming 
to encompass the BM as an explicit variable in regres-
sion models, without leaving it included in fixed effects. 

Based on our analysis, future research could answer the 
call launched by Singleton-Green (2014) and investigate 
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the relevance of financial information that reflects the 
BM by exploiting either qualitative and quantitative 
and considering a wide range of users. Furthermore, 
the European public interest entities can represent a 
challenging setting, as they apply the BM approach as 
mandated by IFRS 9 and they have to comply with the 
EU Directive on disclosure of non-financial and diver-
sity information (2014/95/EU).

This paper has some limitations, mostly deriving from 
the use of a single database and from the exclusion of 
the papers published after March 2018. Nevertheless, 
its findings can support the development of further 
research in an area that, from an accounting perspec-
tive, has been thus far under researched.
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Introduction
The purpose of this article is to relate the typology of 
the business models of internet companies operating 
in the B2C market to the types of goods they offer, as 
distinguished in the theory of economics.

By “internet companies” (pure players) the author 
understands companies whose only (or at least pre-
dominant) environment for developing relations with 
customers is the internet. The remaining companies 
can be divided into multichannel (brick-and-click) com-
panies, i.e. those which provide value to their custom-
ers using a combination of traditional and interactive 

channels, and brick-and-mortar companies, which 
operate largely outside of the internet.

The typology of business models of internet compa-
nies operating in the B2C market used in this article 
includes (Doligalski, 2018): online vendors (internet 
stores and sellers using e-commerce platforms), e-ser-
vice providers (companies which offer an automated 
service provided through the internet), content pro-
viders (companies which publish content on the inter-
net), multisided platforms (internet intermediaries), 
and community providers (companies which allow for 
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interactions between people who share common inter-
ests). For the purpose of this discussion, the following 
typology of goods will be used: public goods, common 
goods, club goods, and private goods.

An analysis of these business models provides a com-
prehensive overview of the way companies function. 
The typological approach used in this article addition-
ally reveals differences in the functioning of organi-
zations — in this particular case, internet companies 
operating in the consumer market. The business mod-
els distinguished above are ideal (pure) types which do 
not fully reflect the complexity or diversity of real-world 
companies. Nonetheless, as simplified analogues, they 
embody their most crucial properties. Knowing the 
ideal types within the range of business models and 
the types of products these business offer enables us 
to understand the basic logic according to which real 
world companies operate, even if their business mod-
els and products are hybrids of ideal models.

Typology of Business Models of 
Companies in The B2c Market
Online vendors are companies that deal in the sales of 
tangible products through an online store or an e-com-
merce platform. Online vendors can be middlemen who 
offer products that are manufactured by other compa-
nies, or, less commonly, they may sell products which 
they manufacture themselves. These vendors typically 
provide physical products, traditional services (e.g. 
travel packages) or digital products (e.g. software). 
Online vendors that offer material goods or traditional 
services sell private goods that are characterised by 
rival consumption and a feasible exclusion. Rival con-
sumption is understood as the situation in which the 
consumption of a good by one person diminishes its 
utility to others. Paid digital products are an instance 
of club goods, the consumption of which is non-rival, 
but still remain not available to anyone. 

By an e-service we understand a service which is pro-
vided remotely over the internet, based on the server 
of the provider, without any direct involvement of 
any employee of the provider. An e-service is thus an 
internet tool, often of an infrastructural nature, which 
requires self-management from the customer and 

offers individualized values. Examples of e-services 
include e-mail, internet search engines, internet bank-
ing systems, and network storage. E-Services are 
characterised by non-rival consumption (consumption 
of the good by one person does not limit its utility to 
others) and scalability, understood as the capability to 
serve a greater number of customers. However, such 
consumption may become rival when congestion prob-
lems occur, limiting the convenience of these internet 
services.

Content providers are entities that distribute content 
online. The scope of content provided by this type of 
business varies widely and includes text, graphics, 
audio, and video. This type of activity is characterised 
by the high cost of content creation and the ease of its 
publication in different forms and through various chan-
nels. This explains the relationships that often exists 
between internet content providers and enterprises in 
the media industry. Similarly to e-services, content is 
usually consumed through non-rival consumption, as 
long as there are no limitations to scalability.

Multi-sided platforms are intermediaries between dif-
ferent groups of customers, and provide an environment 
in which transactions or other types of interactions take 
place. They can enable financial transactions (e.g. auc-
tion platforms, travel platforms) or at least aggregate 
two groups of users, facilitating interactions between 
them (e.g. classified ad platforms, dating services). The 
product offered by these platforms is interaction with 
users from the complementary group; it is typically rival 
in nature and usually leads to a customer obtaining a 
private good. If—less commonly — a platform brings 
together consumers and sellers of digital goods, then it 
usually makes it possible to obtain a club type of good. 
The character of this interaction is thus dependent to a 
large degree on the type of good being offered.

Community providers are companies that offer people 
of similar needs, interests or identities the opportunity 
to enter into different kinds of interactions, such as the 
exchange or sharing of resources, communication, and, 
in some cases, cooperation. Communities are therefore 
based on interactions, ones that do not directly involve 
transactions, but instead utilise value co-creation that 
is oriented towards others in the community, that is the 
contribution of a certain user-made work or sharing a 
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resource to benefit the community as a whole (Doligalski, 
2015). Community providers thus offer non-rival interac-
tions with other users, interactions that lead to the crea-
tion and provision of a certain good (e.g. discussions, 
open source software).

Often in case of multisided platforms and community 
providers it is difficult to unequivocally assign compa-
nies to either of the models, as they usually combine the 
characteristics of each, i.e. rivalry over scarce goods (e.g. 
private goods, position within a ranking) and coopera-
tion between users (e.g. sharing opinions about sellers).

The Relationship Between Business 
Models and Types of Products Offered
As mentioned above, online vendors offer private 
goods (tangible goods or traditional services) or club 
goods (digital products). E-Service and content provid-
ers charge fees to their customers while offering club 
goods. If they are offered free of charge, should they be 
distinguished as public goods, or at least as commons?

Public goods are characterised by two values: the 
impossibility of excluding anyone from consuming the 
good, and non-rival consumption (Adams & McCor-
mick 2006; Kaul, Grunberg & Stern 1999). On the other 
hand, if rival consumption occurs, we are dealing with 
a common good (commons). Typical examples of public 
goods include lighthouses and the ozone layer, while in 
the case of commons, it is parks and public roads.

So do free content or e-services bear the characteris-
tics of one of these two types of goods? The question 
requires us to differentiate between two criteria: the 
purpose and technological properties of a given good. 
Both free content and e-services are offered accord-
ing to the principle of common accessibility. Techni-
cally there are many ways in which a person could be 
denied access to a website. An internet site may not 
be displayed to users with a particular kind of terminal 
(desktop or mobile), a specific browser, or a particular 
IP address, which is associated with the location of the 
user (geoblocking) or their internet provider.

So does the technical capability to block access to cer-
tain content or e-service settle the question of the 

character of these goods? One might argue that a simi-
lar form of denying consumption may occur in the case 
of a public good such as a television signal, which can 
theoretically be blocked for users inhabiting a particular 
area. Public roads are often given as one example of 
a common good, but in this case, exclusion may take 
place by limiting access to particular types of vehicles.

These ambiguous criteria make it more difficult to 
qualify free content and e-services. But if we assume 
that a search engine or the content of a particular blog 
is, generally speaking, available to anyone and any 
potential exclusions are notably rare exceptions, then 
these goods are of a more public than club charac-
ter. This approach may seem to contradict the formal 
definitions of public and common goods, nonetheless 
these goods are often classified as elements of a con-
tinuum or as non-pure public goods (Kaul, Grunberg & 
Stern 1999).

On the other hand, if content and e-services are offered 
free of charge over the course of limited-time promo-
tions, after which the customer is required to make 
a payment (e.g. Netflix), these should be classified 
as club goods. This situation resembles a club that 
allows anyone to enter in the afternoon, but charges 
an admission fee in the evening.

There remains the matter of qualifying goods offered 
by multi-sided platforms and community providers. 
Multi-sided platforms usually offer rival interactions 
with users from the other group. In some cases, access 
to a platform is restricted by payment (e.g. the dating 
website eHarmony), and thus its product should be 
counted as a private good. Provided that access to the 
platform is free, then its product — rival interaction 
with users from the other group — bears the charac-
teristics of a common good. This resembles a used car 
market – in the first case, there is an entry fee, while in 
the other, there is not. In both cases buyers compete 
for the best used cars offered by sellers. Community 
providers, on the other hand, offer non-rival interac-
tions which may lead to the creation of certain goods 
(discussions, open source software). Some of them 
are open to everyone (e.g. Twitter, open chat forums) 
and hence are of a public good character. There are 
communities with restricted access (e.g. chat groups 
for classmates), and these offer a club good.
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Feasible exclusion Non-feasible 
exclusion

Rival 
consumption

Private goods
• Online vendors 

selling tangible 
products or tradi-
tional services

• Multi-sided 
platforms with 
restricted access

Common goods
• Multi-sided 

platforms with 
free access

Non-rival 
consumption

Club goods
• Online vendors 

selling digital 
products

• Paid e-service 
providers

• Paid content 
providers

• Providers of com-
munities with 
restricted access

Public goods
• Free e-service 

providers
• Free content 

providers 
• Providers of 

communities 
with free access

Table 1: Proximal relations between business models of internet 
companies and the types of goods offered

While this discussion is concerned with ideal types, in 
practice these entities usually combine the properties 
of both types. Table 1. presents an attempt to associ-
ate business models of internet companies in the B2C 
market with the basic types of goods they offer.

Discussion
This article presents an attempt to relate business 
models to the types of products offered. It combines 
internet companies, i.e. entities that have operated 
for more or less the past 20 years, with an older eco-
nomic concept, namely, the typology of goods. The 
analysis shows that internet companies provide all 

four types of goods distinguished in the theory of 
economics.

The proposed classification is of a proximal charac-
ter, as the goods offered by internet companies may 
not always be qualified unequivocally. Examples of 
goods that are difficult to categorize include e-services 
offered using the freemium model. A basic free ver-
sion of an e-service bears the characteristics of a public 
good, while the paid premium version is a club good. 

The classification of goods based on the criteria of 
rivalry and feasible exclusion does not account for rev-
enues obtained through other channels. Thus internet 
content that is offered for free but allows for a display 
of intrusive advertisements bears the characteristics 
of a public good. Similarly, websites that offer free 
e-services, while at the same time selling — or ena-
bling other entities to sell — their customers’ data, are 
classified as public goods. The definition proposed by 
Kaul (2001) is a contemporary attempt to approach the 
problem of the public good by proposing that it is inclu-
sive (public in consumption), based on participatory 
decision-making and design (public in provision), and 
that it is just (public in benefits). Under this definition, 
many companies that provide their content or services 
free of charge would not be included in the category of 
public goods, though these would include both Wikipe-
dia and open source software.

The above remarks, as well as the complexity and the 
hybrid character of products offered by internet com-
panies, indicate the need to formulate a new catego-
rization of goods, one that would better reflect the 
conditions of the modern economy. Such a categori-
zation could include external effects that accompany 
consumption, both positive (e.g. interactions between 
users) and negative (e.g. congestion problems).
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Introduction
In the last two decades, the concept of business mod-
els has become popular in theory and practice, where it 
is connected to the creation of competitive advantage, 
innovation and growth (Magretta 2002; Johnson et al. 
2008; Zott and Amit 2008; Teece 2010; Wirtz et al. 2016; 
Foss and Saebi 2017). The widespread use and manifold 
interpretations of the concept have directed the debate 
on defining the notion (Wirtz et al. 2016 and Massa et 
al. 2017 summarize and condense the debate in their 
reviews) and deriving key elements of business models 
(e.g., Amit and Zott 2001; Osterwalder et al. 2005; John-
son et al. 2008; Casadesus-Masanell and Ricart 2010). 
However, despite the interpretation of business mod-
els as ‘logic of the firm’ (Casadesus-Masanell and Ricart 

2010, p. 195) whereby scholars assume ‘(…) multi-lay-
ered dependencies among the elements of a business 
model such that the ‘whole’ (business model) is simply 
not a sum of its parts (elements)’ (Sorescu et al. 2011, 
p. 4), research about business model dynamics is only 
at the beginning. Especially, little is known about the 
interactions of the key elements so far (Demil and 
Lecocq 2010; Cavalcante et al. 2011; Aversa et al. 2015; 
Wirtz et al. 2016; Nyström and Mustonen 2017). We 
argue that determining the interaction effects between 
business model elements is essential to understand 
the interdependencies of a company’s decision areas 
and corresponding logic as well as to predict the effects 
of business model change and innovation - areas which 
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scholars consider to be of greatest importance in future 
business model research (Wirtz et al. 2016). 

Understanding the company as a complex and dynamic 
system, which consists of numerous subsystems and 
elements, all of them with numerous links and feed-
back effects between them (Ulrich 1970), we admit that 
capturing and describing a company’s business model 
as a formal representation of the logic of that system 
is a great challenge. We address this challenge by sup-
plementing previous papers about the interactions of 
business model elements (e.g., Casadesus-Masanell 
and Ricart 2010; Demil and Lecocq 2010; Cosenz and 
Noto 2018) with a qualitative approach. The difference 
of our approach is that we do not focus on the direc-
tion but on the intensity of the interactions between 
business model elements. This means that we do 
not study which other elements or sub-elements are 
affected by a change in a particular element but how 
much they are, in general, affected by a change in a 
particular element. To do this, we conducted a qualita-
tive analysis with ten expert interviews in the German 
retail industry. We chose the retail industry because of 
its inherent dynamic character (McNair 1931; Kumar et 
al. 2017). The dynamics in the retail industry have even 
more increased by modern challenges such as digitali-
zation and vertical integration (Sorescu et al. 2011; Cao 
2014), so that there are many business model changes 
available for studying interaction effects. We chose 
interviews because we wanted the retailing experts 

and practitioners to describe business model changes 
and the corresponding interaction effects of elements 
unrestrictedly. In this way, we could also assess the 
background of the effects. In this short-paper, we start 
with describing our methodology, the data set and 
the data analysis. We then present and discuss the 
key findings. We conclude with limitations and future 
research directions.

Approach (Method and Data)
Adopting a quantitative system analysis approach 
(‘intensity relation-matrix’ according to Vester 2000; 
Ninck 2004) to the business model context qualita-
tively, allows us to use it as a framework for estimating 
interaction intensities between business model (sub-)
elements. Figure 1 shows that depending on whether 
elements are highly or lowly connected within the 
business model and whether they have a more active 
or passive character, we classify them into four differ-
ent categories (cf., figure 1). We distinguish between 
elements (I) with an indicator effect (this element is 
affected by changes of many other elements), (II) with 
leverage and indicator effects (this element is affected 
by changes of many other elements and leads to 
changes in many other elements), (III) with a leverage 
effect (even though this element is affected by only 
few elements it leads to changes of an over-propor-
tional large number of other elements), and (IV), with 
overall few effects (robust elements). 

Figure 1: Interaction intensities of business model elements in  
an intensity-relation-matrix
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We collected our qualitative data by conducting ten 
face-to-face interviews in the German retail industry. 
Four respondents were leading experts of the German 
retail industry (the managing director of a retail con-
sultancy, of a scientific retailing institute, a regional 
department of the German Chamber of Industry and 
Commerce and an editor-in-chief of a retailing journal) 
and six were CEOs or board members of German retail 
companies out of the grocery, textile and furniture sec-
tor which had a size of national importance. The inter-
views lasted around one hour each. They were based 
on a semi-structured questionnaire and on a generic 
retail business model framework (RBM) that we have 
developed in a parallel study (Haas 2018).1 The ques-
tions regarding business model dynamics included 
which major business model changes the interviewees 
implemented (for managers) or observed (for industry 
experts) in the last five years, to which generic (sub-)
element they corresponded and which effects on other 
(sub-)elements they had. We audio-recorded and tran-
scribed all interviews, which yielded a textual data set 
of 47,730 words.

For reducing, condensing and analyzing the data set, 
we used the qualitative analysis-method GABEK® 
(GAnzheitliche BEwältigung von Komplexität – holis-
tic processing of complexity) and corresponding soft-
ware WinRelan® (Zelger 2000). In the coding phase, we 
began by manually dividing the data set in a way that 
every single line of thought built one text unit (building 
text units). For every text unit, we coded keywords in a 
way that they were free of synonyms and represented 
the semantic content of the text unit (keyword coding). 
For every keyword, we further specified whether it was 
mentioned in a positive or negative context (evaluation 
coding) and whether it was causally related to other 
keywords in the text unit, e.g., ‘the more A, the more 
B’ or ‘A is a cause of B’ (causal coding). In the analysis 
phase, we used the causal network-analyses provided 

1 In a parallel study, we conducted expert interviews in the retail 
industry and combined our results with theoretical findings about 
retail business models (Sorescu et al. 2011; Cao 2014). Based on 
this, we determined the following elements and sub-elements of 
a generic RBM (1) value proposition (e.g., assortment, services (in-
cluding personnel decisions), prices, availability of products, store 
atmosphere, store layout), (2) customer relations, (3) horizontal 
integration (choice and integration of communication and sales 
channels), (4) vertical integration (make-or-buy-decisions includ-
ing, e.g., contract manufacturing, logistics), (5) partner relations, 
(6) value appropriation.

by Gabek-Winrelan. Keywords are interconnected in 
terms of content and frequency, if they appear together 
in the same text unit. Causal networks consist of those 
interconnected keywords that are moreover attributed 
to be in a causal relation. 

Key Insights
Figure 2 shows the causal network of all keywords that 
were attributed to be in a causal relation with a change in 
logistics (keyword ‘logistics_changed’). As the interview-
ees mentioned these keywords when talking about last 
major changes in their RBMs, we interpret the keywords as  
(sub-)elements (hereinafter, elements) of a generic RBM. 
The points with arrows indicate the amount of one-sided 
and two-sided effects for every element. The causal net-
work shows that six elements have an effect on ‘logistics’ 
(changing them leads to a change in logistics), but the 
‘logistics’ have an effect only on ‘personnel’ (changing 
the logistics leads to changes in personnel). Furthermore, 
there is a two-sided effect between ‘logistics’ and ‘part-
ners and networks’ (changing logistics implies changing 
partners and/or networks and vice versa). In this context, 
the interviewees frequently mentioned the example that 
an adoption of an online-shop as a new sales channel 
(‘horizontal integration’) necessitates larger warehouses 
and the introduction of a delivery system (‘logistics’). The 
new challenges of handling an online-shop and a deliv-
ery system necessitate hiring employees with different 
qualifications (‘personnel’) and starting a cooperation 
with new shipping partners (‘partners and networks’). 

In the right table, we further indicate how we assigned 
the present elements to one of the four categories 
of the intensity-relation-matrix based on the original 
approach by Vester 2000. If the quotient (Q) of effects 
on other elements (active sum) to effects from other 
elements (passive sum) was one or more, we assigned 
the respective element to the active site of the matrix 
(category II ‘red’ or III ‘green’) or vice versa. If the prod-
uct (P) of active sum and passive sum was ten or more, 
we assigned the respective element to the highly con-
nected site of the matrix (category I ‘blue’ or II ‘red’) 
or vice versa. All results of the analysis are presented 
in the right column. For example, we could identify 
‘logistics’ as an indicator element, ‘prices’ as a lever-
age element, ‘horizontal integration’ as a leverage and 
indicator element and ‘personnel’ as a robust element.
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Discussion and Conclusions
In this study, we took the example of the retail industry 
to qualitatively analyze interaction intensities between 
business model elements. We identified how much a 
change of a particular business model element affected 
other elements or was affected by other elements. We 
presented our key findings drawing on the RBM ele-
ment ‘logistics’ and all of its causally related RBM ele-
ments. We base the interpretation of our findings on 
the systems approach of Vester 2000 and its applica-
tion to a management context by Ninck 2004. Having 
identified the ‘logistics’ as an indicator element implies 
that many changes of the business model became 
apparent in this element. However, changing the ele-
ment ‘logistics’ did not have a substantial effect on 
the overall model, so it would not have been advisable 
to start here in terms of problem solving or business 
model revision. ‘Horizontal integration’ was an exam-
ple for an element with both indicator and leverage 
effects. This means that this element was extensively 
involved in the overall model so that it could act as a 
catalyst for developments. In contrast to that, ‘per-
sonnel’ or “store layout” were examples for robust ele-
ments. Even though the interviewees considered them 
as crucial for a business model, they could make staff-
ing or store layout decisions relatively independent 
from other decisions. Consequently, they did not have 
a substantial impact on the overall business model. 
Finally, ‘price’ was an example for a leverage element. 

Because of its low interactions but active character, it 
was suitable as a specific problem solution. This means 
that changing the ‘price’ enabled a specific revision of 
the business model without having unmanageable side 
effects.

In total, the study contributed to the field of business 
model dynamics by assessing interaction intensities of 
business model elements based on qualitative data. In 
this way, it expanded this mainly theoretical and case 
study-based research field with an alternative meth-
odological starting point. It further gave insights into 
business model dynamics in the retail industry by pro-
viding retail-specific elements and sub-elements and 
by explaining the key findings on the example of a 
change in ‘logistics’. A first limitation of the study was 
the data base of ten interviews in the German retail 
industry. Even though it is difficult to convince CEOs of 
big retail companies to talk about sensitive topics like 
their business models, it would be relevant to substan-
tiate the findings with more interviews in different 
branches and countries. Furthermore, future research 
efforts should be directed on identifying the interac-
tion intensities not only on the sub-element ‘logistics’ 
but on all elements and sub-elements of a retail busi-
ness model. A second limitation is that small and big 
changes of an element may affect the dynamics within 
a business model differently, which can lead to strongly 
varying results of a respective study. Taking this into 

Figure 2: Causal network of ‘logistics_changed’ with assigned element categories
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account, we already asked the interviewees to tell us 
about business model changes that they considered 
to be essential for the last five years. Nevertheless, we 
identified a need for specifying an ‘element change’ 
in future studies. A third limitation is that we studied 
business model dynamics within a fixed timeframe and 
framework of elements. As business models evolve 
over time, future research should also examine when 
and how elements may change their position (e.g., 
from being a core to a minor element) or their dynamic 
character (e.g., from being a leverage to an indicator 
element) within the model. 
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Introduction
Through business model theoretical lenses, we explore 
in this paper issues and challenges universities face in 
their pursuit of advanced internationalization into for-
eign markets. The context of this paper is defined by 
universities from developed countries entering devel-
oping or emerging countries via advanced international 
entry modes, such as joint ventures, acquisitions, green 
field or brown field investments. 

Fifteen-twenty years ago, universities from devel-
oped countries ‘jumped on the bandwagon’ of higher 
education internationalization and globalization. They 

entered developing and emerging countries by entering 
joint-venture agreements, acquiring existing facilities 
or building brand new campuses to deliver joint pro-
grammes at Bachelor and Master levels. This period is 
also characterised by massive withdrawal or de-inter-
nationalisation of these universities from the foreign 
markets they initially entered by closing down cam-
puses or exiting the joint-venture partnerships (Turcan 
and Gulieva, 2016a). 

In our paper we conjecture that one of the key reasons 
for exiting foreign markets is due to the incompatibility 
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between the business model university adopts to create, 
deliver, and capture  value (Massa et al., 2017)—in this 
context, academic value – within its national borders 
and the business model it adopts for the same purpose 
in the foreign target market. 

Approach
This is a theoretical paper. We draw on a number of 
sources of data to conceptualise issues and challenges 
universities face in their pursuit of advanced interna-
tionalization into foreign markets. First, we build on 
university autonomy, international business and busi-
ness model theories to conceptualise the phenomenon 
of interest. Second, we analyse publicly available data, 
anecdotal evidence where the phenomenon we study is 
explicitly observable. 

Empirical research of this phenomenon is virtually 
non-existent. Mainly, this is due to the fact that the 
academic autonomy in the developing foreign tar-
get markets is limited, involving “background, subtle, 
political and social pressures which may, nevertheless, 
exert a powerful influence” (Turcan et al. 2016),p.240). 
Even international scholars from developed countries 
are reluctant or cannot share their experience as “a 
measure of direct or effective censorship or recognition 
of the sensitivities of colleagues, institutions, and/or 
governments to what they might say” (Turcan et al., 
2016, 240). The following quotes from Turcan et al. 
(2016, p. 240) capture best these issues and challenges:

• “I can’t send you my contribution due to the formal 
organizational reasons”;

• “my [university] senior management informed me 
that they did not wish me to go ahead with the 
chapter I had proposed”;

• “the material was planned to be quite criti-
cal, but it can’t be approved by my [university] 
administration”;

• “I am being held up by the need for others to check 
what I send out and what I make public and/or 
keep private”;

• “there would have been nothing of any significance 
left”;

• “the rules in my [university] dramatically changed 
since I agreed to contribute, and now . . . it must be 
approved by the administration”;

• “I was strongly advised not to proceed”;
• “[the administration] may not be happy about 

everything I write becoming available in the public 
domain.”

Key Insights
The business model universities adopt within their 
national borders to create, deliver and capture aca-
demic – teaching, research, and knowledge dissemina-
tion – value rests on four pillars of academic freedom. 
These pillars are: organisational autonomy, financial 
autonomy, staffing autonomy, and academic auton-
omy (EUA, 2007). Organisational autonomy refers 
to a university’s freedom to decide on its own struc-
tures, contracts, election of decision-making bodies, 
and staff. Financial autonomy refers to a university’s 
freedom to acquire and allocate funding, decide on tui-
tion fees, and accumulate surplus. Staffing autonomy 
refers to a university’s freedom to recruit, set salaries, 
and promote its staff. Academic autonomy refers to a 
university’s freedom to decide on awarding degrees, 
curriculum and methods of teaching, as well as on 
areas, scope, aims, and methods of research. 

These four pillars of academic freedom define a univer-
sity, its vision, its mission, what it stands for. Within the 
business model theory, the expected enduring question 
is whether a business model a university adopts within 
its national borders can be transferred as-is or adapted 
to a target, emerging foreign country in the pursuit 
of advanced internationalization. Wearing university 
autonomy theory lenses on top of business model the-
ory lenses we conjecture that neither is a viable option. 

Transferring own business model as-is to an emerging 
or developing target market might seem an easy option 
in which the process and practices will be repeated in a 
new context. Nonetheless, the main challenge is how 
to ensure organizational, financial, staffing and aca-
demic freedom in an environment that is fundamen-
tally different from the home environment? Concepts 
related to university’s core values such as diversity, 
transparency, integrity, collaboration, and excellence 
may have a different meaning in the home country 
than in the host country. Notably, the host country’s 
legislation may limit some organization structures at 
the university and on the other hand, the legislation 
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may force some additional elements to the curricu-
lum, contracts and decision-making processes. It is 
important to notice that implementation of univer-
sity advanced internationalization without people who 
carry the home organization’s “DNA” – hence core busi-
ness model - is impossible and the staff immobility is 
one of the key challenges (Turcan and Gulieva 2016a). 
For example, the authoritarian leadership style, that 
is relatively common in emerging countries, may not 
support the parent institutions values which might 
cause gap both in ethical practice and implementa-
tion of the core processes in terms of all four pillars. 
Cultural differences, such as high power distance, may 
create strong hierarchical structures that will make col-
laboration between faculty and administrative person-
nel challenging or collaboration between faculty and 
leadership team difficult. These challenges may lead 
to lack of support for faculty and be a threat to aca-
demic autonomy and integrity. Hence, if the “DNA” of a 
university cannot be ‘exported’, despite the reason, the 
implementation of the business model as-is, is impos-
sible. For example, in 2005 Warwick University declined 
a generous financial offer from Singapore Government 
to establish a campus there due to concerns over the 
state of human rights and academic freedom in Singa-
pore (Burton, 2005). 

Adapting own business model in the pursuit of 
advanced internationalisation would mean to operate 
changes in the original, home-based organisational, 
financial, staffing and/or academic settings to tailor 
them to the institutional university autonomy set-
tings in a target market; hence make changes to the 
university DNA. Separated from the pillars of academic 
freedom the localization of the curriculum as sug-
gested by Turcan and Gulieva (2016a) is important to 
create the value for the students and local industry, but 
the university should not compromise on key aspects 
of own academic autonomy, freedom, mission, and 
vision. Confusion about the level of control and depth 
of adaptation may lead to unethical outcomes such as 
discrimination, nepotism, corruption, inequality among 
the students, and low quality of teaching or motiva-
tional problems from the parent organization’s per-
spective. Adapting the business model challenges the 
hierarchy and the roles between the parent and daugh-
ter organization. Adapting the business model in terms 
of four pillars of academic freedom is too abstract to 

give clear guidelines for the adapted business model 
and therefore the implementation is impossible. If the 
host organization does not have a clear vision of how 
to adapt the culture, processes, and practices of the 
parent organization, the leadership may aim to gain 
short-term victories, such as pleasing students as cus-
tomers at the cost of the quality of academic perfor-
mance. This lowers the quality of the institution and 
leads again to commitment and motivational problems 
among the staff and students. What is the competitive 
advantage if the new international unit is merely like 
any local university rather than following the standards 
of the parent organization? Due to such conflicts with 
the four pillars of academic freedom in the new con-
text, adapting the business model is also impossible.

Universities may have another option to consider. In its 
pursuit of advanced internationalisation to developing 
countries, a university may design a completely new 
business model in cooperation with its foreign partner 
– a new business model that has no resemblance or 
association with the university home-based business 
model. To our knowledge, such empirical reality has 
not been observed or documented yet. Nonetheless, 
this option will be based on a compromise between 
two different, incompatible, conflicting institutional 
university autonomy settings raising concerns of indi-
vidual and university-wide autonomy as well as con-
cerns about the sustainability of university advanced 
internationalization efforts. As discussed above, such 
compromise is not a viable option. 

Discussion and Conclusions
The above theoretical as well as empirical, though 
anecdotal, insights led us to conjecture that advanced 
internationalization of universities is unethical. Emerg-
ing economies with growing middle class and growing 
young population may look like a low hanging fruit for 
universities seeking growth from overseas, but imple-
mentation of a university business model in pursuit of 
advanced internationalization is challenging. Universi-
ties that do adopt foreign direct investment mode of 
internationalisation and realize – though post-interna-
tionalisation – the ethical dilemma they face decide to 
divest or de-internationalize their international opera-
tions and return home to create, deliver and capture 
the value within the national borders employing the 
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traditional, proven business model. However, with-
drawing the international operations is easier said 
than done. Having invested in a high risk, high cost 
and high commitment entry mode, de-international-
izing or divesting from an international market is an 
arduous decision to make. Due to project, psychologi-
cal, social and organizational factors that respective 
universities are exposed to, these universities tend 
to escalate their commitment to the failing course of 
action (Drummond, 1994). These escalation situations 
include repeated decision making in the face of nega-
tive feedback about prior resource allocations, uncer-
tainty surrounding the likelihood of goal attainment, 
and choice about whether to continue (Brockner, 1992). 
In other words, universities continue investing and 
committing resources to their advanced international 
business model despite negative feedback that ema-
nates from its external and internal environments and 
stakeholders. 

Investing in and developing a university campus, branch, 
or joint venture is a long process as instilling a univer-
sity-autonomy-based organization culture takes time 
- especially if the original home country’s culture and 
institutions differ substantially from the host country’s 
culture. From managerial point of view, our conjecture 
acts as a warning for those universities that wish to pur-
sue advance internationalisation business model into 
developing countries. As current noise from the field 
suggests, neither our conjecture nor the above insights 
will however refrain universities from developed coun-
tries to continue ‘jumping and riding the bandwagon’ 
of advanced internationalization into the emerging, 
developing countries. In this case, our theoretical and 
empirical insights could offer number pointers to con-
sider before deciding to pursue advanced internationali-
sation as well as to aid decision makers in designing an 
advanced internationalisation business model. 

For example, since an advanced entry into a foreign 
market with substantially different, divergent univer-
sity autonomy settings will demand from the start to 
adapt, making changes to the original university busi-
ness model, the internationalizing university will need 
to put in place internal risk and crises management 
policies and respective operating procedures. These 
should be functional before foreign direct investment 
negotiations commence. During and as part of the 
negotiation process, the internationalizing university 
shall insist on developing and agreeing on short-to-
medium term aims, objectives, road maps and respec-
tive action plans all aimed at achieving joint university 
autonomy settings that are internationally accepted 
(see e.g., Estermann and Nokkala, 2009). Proper due 
diligence, feasibility study and evaluation processes 
centred on the four pillars of university autonomy will 
provide a deeper understanding of the target institu-
tional context. Even though careful planning is para-
mount, the implementation is the key denominator 
between success and failure of the university interna-
tionalization process.   

These, ‘jumping-and-riding-the-bandwagon advanced 
internationalization of universities,’ as well as other 
recent trends “in politics (the rise of populism and 
nationalism in the EU, Brexit, and the election of the 
USA President), science and technology (GM crops, 
nuclear energy, fracking, global warming, artificial 
intelligence), health (eating disorders, immunization, 
resistance to antibiotics), and society (mass migration, 
extremism, and terrorism) – most of the time with 
negative signs and negative social impact” (Turcan, 
2018) – demand a revision of business model theory to 
include ethical concerns as well as of respective busi-
ness model design strategies, tools and mechanisms 
to accommodate such ethical concerns in the process 
of business model design and innovation.
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Introduction
This paper addresses the problem of directors and 
CEOs identifying and communicating to others the 
sustainability characteristics that exist in the firm 
and whether existing sustainability policies have been 
implemented. By incorporating business model object 
attributes of environmental and social sustainability 
into a hierarchical business model framework, informa-
tion on corporate sustainability can be extracted. This 
effectively applies a sustainability lens to the existing 

business model representation. The structured, visual 
approach assists managers to consider all aspects of 
the organization in the analysis.

An authentic case study is used to demonstrate how 
a hierarchical business model framework that is mod-
elled on object-oriented principles, can be used to 
identify, extract and communicate the social and envi-
ronmental contributions of the firm.
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Approach
A hierarchically structured business model schematic is 
proffered as a means of capturing and communicating 
in a visual form, the social and environmental benefits 
embedded in the organisation. The business is firstly 
depicted at a highly abstract level but, because of its 
hierarchical format (Lambert 2012), it can be fleshed 
out to a very granular level whilst maintaining the 
integrity of the model. Sustainability factors are incor-
porated into business model representations thereby 
providing a coherent, understandable picture of sus-
tainability in the business and how this relates to the 
business model of the enterprise. The sustainability 
characteristics of the business can be articulated using 
the same structure used to depict operating and prof-
itability focused aspects of the business – its strength 
therefore is in the use of common structures and lan-
guage irrespective of circumstances.

The Hierarchical Business Model Framework (HBMF) 
that is used in this paper was developed purposefully 
to accommodate multiple levels and units of analysis, 
and multiple conceptual foci and can extend traditional 
business model representations to reflect sustainabil-
ity factors that are present in the existing business 
models of an entity. It does so by utilising object-ori-
ented modelling principles that allow complexity to be 
abstracted and distilled into an understandable form 
(Lambert 2012).

A small to medium sized landscape construction com-
pany (LCC) is the subject of the mini case study. In this 
small business, the HBMF was originally used as a tool 

to assist the director to decide on the best strategy to 
grow his business. The business model representation 
was then modified to identify, record and communi-
cate how the business incorporates environmental and 
social sustainability factors into its business decisions. 
The hierarchical nature of the business model repre-
sentation permits interrogation at a whole-of-busi-
ness level as well as at a very granular level for selected 
aspects of the business.

Figure 1 shows the four value propositions that LCC 
offers to its two customer types, residential customers 
and commercial customers.  The revenue model is fee 
for service but there are differences in the timing of 
the revenue streams from each of the customer types. 
Because of the nature of the services LCC uses a purely 
physical channel of delivery. LCC must be accredited by 
the Builders’ Licencing Board and the Government Cer-
tification Board (for commercial customers).

For each of the four value propositions there is a com-
plex value adding process that is modelled at lower lev-
els of abstraction.

The activities that make up the Maintenance Value 
Adding Process, along with the Resources and the 
Capabilities of the semi-skilled workers are mapped 
and modelled in Figure 2. 

LCC originally collected monetary data about their 
business model objects along with operational details 
that explain how the business operated. As part of a 
tendering process the owner was required to include 

Figure 1: Landscape Construction Company Business Model
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information about the company’s commitment to 
social and environmental sustainability. Using the 
HBMF model it had already developed and adding data 
of a social and environmental sustainability nature, the 
company was able to quickly identify, document and 
communicate the social and environmental sustain-
ability aspects of the business and show how the com-
mitment to sustainability was evident throughout the 
business model of the firm. 

Figure 2 shows the Maintenance Value Adding Process 
with symbols for environmental and social benefits or 
measures taken. The company did not try to measure 
the impact of the decisions, it simply identified and 
described its commitment to social and environmental 
sustainability through its business model. More details, 
including impact measures can be included in the indi-
vidual business model objects using existing tools such 
as the Sustainability Balanced Scorecard and the Envi-
ronmental Management Accounting Framework both 
of which measure and compare sustainability factors 
to benchmarks for external reporting. The benefit of 
using the business model representation to demon-
strate the firm’s commitment to sustainability is that 
the pervasiveness of the commitment is illustrated. 
An organisation can show social and environmental 

initiatives that are embedded into the business model 
through different value propositions, relationships 
with third parties, resource and activity choices rather 
than through a narrative. 

Key insights
The HBMF enables the depiction of a business and its 
sustainability factors using a common language and 
structure. The use of a visual communication device, the 
schematic depiction of the business model, capitalises 
on the increased memory retention and understand-
ing associated with communicating complex concepts 
through images (Agrawala et al. 2011). It is not designed 
to make an assessment of a business’s performance or 
categorise and outline the information needs of a busi-
ness in way that the Sustainability Balanced Scorecard 
(Dias-Sardinha et al. 2002; Figge et al. 2002; Möller & 
Schaltegger 2005) or Environmental Management 
Accounting Framework (Burritt et al., 2002) do. How-
ever, the modelling capability can combine with other 
sustainability management tools to increase internal 
accountability and ensure those charged with corporate 
governance have a means to assess implementation of 
sustainability policies in all aspects of the business. 

Figure 2: Maintenance Value Adding Process
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Discussion and conclusion
This paper introduces a modelling tool which is flexible, 
adaptive to context, and offers a degree of detail appro-
priate for managers to understand how sustainability 
policies and initiatives are incorporated into the very 
fabric of a business as well as the failure of or dysfunc-
tion of such implementation efforts. 

The social and environmental benefits that are associ-
ated with the value propositions themselves, the ben-
efits arising from value adding process choices and the 
benefits arising from decisions to deal with particular 
third parties can be identified and categorised. Equally 
importantly from a governance perspective the negative 
social and environmental impacts of decisions can also 
be recognised.

The mini case study demonstrates the power of the 
business model to collect and communicate informa-
tion about social and environmental sustainability char-
acteristics of organisations. However, the implications 
of this are more far reaching since there is no limit to 
the number and diversity of lenses that can be applied 
to the business model representation. The limitation is 
how much and the type of detail that can be economi-
cally collected, stored and retrieved.
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Introduction
While there has been much research on business 
model configurations (Gassmann, Frankenberger, & 
Csik, 2015), business model types (Baden-Fuller & Hae-
fliger, 2013) and business- model innovation (Foss & 
Saebi, 2017) during the past 15 years, little has been 
done on the link between business models and firm 
performance (George & Bock, 2011). In turn, the lack 
of research (Morris, Shirokova, & Shatalov, 2013; Zott 
& Amit, 2007, 2008) hinders the analysis and assess-
ment of the link between business model configura-
tions and firm performance (Amit & Zott, 2001; Tretyak 

& Klimanov, 2016). The aim of this paper is to help fill 
this gap. This line of research is considered important 
for the insights it can provide to researchers and prac-
titioners on how to increase firms’ value creation and 
capture (Zott & Amit, 2007). 

This paper is based on the notion that a company’s 
business model signifies its value propositions, value 
creation, value delivery and value-capture activities. 
Moreover, the business model can be viewed as a repre-
sentation of its realised business strategy (Casadesus-
Masanell & Ricart, 2010). Here, business strategy is 
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understood as the way in which a firm chooses to posi-
tion itself against competitors in its potential markets 
(Zott & Amit, 2007). 

Drawing on research by Amit and Zott  (2001) and Zott 
and Amit (2008), we investigate how a company’s 
value proposition, driven by its business strategy, influ-
ences its performance. We define a company’s value 
proposition as the bundle of products and their char-
acteristics (e.g. product or service, level of standardi-
sation, differentiation, brand, etc.) required to solve 
a customer need (Holm, Günzel, & Ulhøi, 2013), or to 
“get a job done” (Johnson, Christensen, & Kagermann, 
2008) for a consumer. A company’s value capture is 
represented by its cost structure and revenue model, 
which result in monetary consequences, i.e. its eco-
nomic performance. 

Approach
As we have indicated above, we follow Amit and Zott 
(2001) in recognizing four sources of value creation: 
efficiency, complementarities, lock-in and novelty. Later 
papers by Zott and Amit (2007, 2008) concluded that 
these four sources of value creation can be analysed as 
design themes that determine the construct of a busi-
ness model. By efficiency is meant transactional effi-
ciency, according to which efficiency is increased when 
the price of a transaction is reduced. Complementarity 
is understood as achieving some synergistic effect 
from selling a set of products and / or services. In other 
words, the value of A and B is higher when these goods 
are purchased together than if they were purchased 
separately and at different times. How effectively a 
company manages not only to attract new customers, 
but also to retain them, is also directly related to the 
creation of additional value. A lock-in design theme 
mainly focuses on preventing customers switching 
from a company to its competitors. The development 
of new products and services, new methods of produc-
tion, distribution, marketing technologies, and new 
markets are all ways of creating new values. The source 
of value creation - novelty, or innovation - is aimed at 
creating completely new markets or developing new 
approaches to improving transactions in existing mar-
kets. Thus, companies employing one of the design 
themes will adjust their business models’ components, 

including their value propositions, to the chosen design 
theme. 

Following Amit and Zott (2001) and Zott and Amit 
(2007), we proposed the following five hypotheses: 

H1: The more a company’s value proposition is effi-
ciency-oriented, the better the company’s performance. 

H2: The more a company’s value proposition is com-
plementarity-oriented, the better the company’s 
performance.  

H3: The more a company’s value proposition is lock-in-
oriented, the better the company’s performance. 

H4: The more a company’s value proposition is novelty-
oriented, the better the company’s performance. 

H5: Value-propositions from different business model 
design themes will have a positive effect on a compa-
ny’s financial performance. 

To test the hypotheses, we collected data on the value 
propositions and business model design themes of the 
top 30 Russian retailers in the home appliances and 
consumer electronics markets in Russia. The selected 
firms are either national players or international sub-
sidiaries, with a combined market share of approx. 70%. 
The economic crisis in Russia in 2014 resulted in a sharp 
drop of around 25% in the sale of consumer goods, so 
most of the retail companies in the study were already 
looking for new ways of generating profits and experi-
menting with various business model configurations. 
This made them very suitable for studying business 
model elements and their influence on performance. 

The data were collected by means of a survey instru-
ment and structured face-to-face interviews in March 
and April, 2015. Five experts from the Russian branch 
of the German marketing research company GfK were 
asked to complete a special questionnaire designed to 
identify business model design themes in each of the 
studied companies. These experts regularly conducted 
market and company analyses of the home appliances 
and consumer electronics retailers and markets in Rus-
sia, and interacted with top- and middle-level employ-
ees in the studied companies on a daily basis. Thus, 
they were aware of most of the internal processes 
in the companies, including business objectives and 
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market strategies, so their knowledge of the compa-
nies’ business models is both profound and relevant. 
Moreover, given that they do not work in any of the 
studied companies, we can probably assume that their 
evaluations are less subjective and skewed towards the 
positive than if we had interviewed actual employees 
from each company. 

We asked each expert to evaluate the business model 
design of all 30 companies, resulting in 150 differ-
ent questionnaires. Once these questionnaires were 
aggregated, we then carried out a follow-up discussion 
with the experts to formulate and confirm a common 
approach to evaluating all attributes of the business 
model design themes of each company. For each com-
pany in the study, a design theme of the business 
model and corresponding elements of its value prop-
osition were identified and measured on efficiency, 
complementarities, lock-in and novelty characteris-
tics. The items for measuring each design theme and 
value propositions were borrowed from the approach 
developed by Zott and Amit (2007). The strength of 
each of these items was measured using 5-item Likert 
scales and coded into a standardized score. Each busi-
ness model design theme was measured as a variable 
at a particular point in time. These variables were then 
regressed on a range of performance measures, pro-
vided by GfK RUS. 

In line with other empirical studies (McArthur & 
Nystrom, 1991; Tushman & Anderson, 1986), we 
employed financial representation of the growth in 
sales turnover as the measurement of a firm’s per-
formance and our dependant variable. The data were 
analysed using linear regression analysis with the 
least square root method. Hypotheses H1, H2, H3 were 
rejected, suggesting that value propositions based on 
efficiency, complementarity and lock-in did not deter-
mine the financial performance of the studied firms. 
Hypothesis H4, however, was accepted, pointing to the 
importance of novelty-focused value propositions for 
business model performance. 

To test hypothesis H5 we built a model using the 
method of stepwise regression, where individual items 
from each design-theme value proposition were consid-
ered or rejected as part of the set of items explaining the 
dependant variable, i.e. firm performance in terms of the 

growth of sales turnover. The coefficients of determina-
tion for this model were 0.62 (R2) and 0.54 (adjusted 
R2), suggesting a goodness of fit and good explanatory 
power of the model, as well as confirming hypothesis 
H5. Three value-proposition items were found to be 
highly significant, with positive coefficients: 

1. One company’s product / service enabled custom-
ers to solve their problems with the least effort (an 
efficiency design-theme attribute);

2. Customers of another company combined the use 
of several products / services to achieve syner-
gistic effects (a complementarity design-theme 
attribute);

3. Key business partners do not collaborate with com-
petitors of the company (a novelty design-theme 
attribute). 

However, the efficiency and complementarity items 
were significant with a positive coefficient only in com-
bination with the novelty items, suggesting that they 
only influenced firm performance if the firm’s value 
proposition had a novelty focus. 

Key Insights
The study has confirmed some findings from existing 
research and also produced a number of new insights. 
Like Zott and Amit (2007, 2008), we find that a com-
plementarity and lock-in focus in business model 
design is insignificant for firm performance, although 
this research treated them as independent variables, 
and not as control variables. Furthermore, our analysis 
confirms a positive relationship between novelty-cen-
tred business models and firm performance. With this 
in mind, we can assume that a positive development in 
firm performance affects the renewal of the business 
model, related to the change in the value chain itself. 
In other words, companies whose business models are 
more innovative-oriented, e.g. offer and develop new 
products, create new needs for clients or develop new 
approaches to doing business, are more likely to dem-
onstrate better economic performance. 

An important new finding is that the highest correla-
tion between value propositions and firm performance 
was found in a business model design composed of 
items from different initial design themes developed 
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by Zott and Amit (2007, 2008). More specifically, two 
items from the complementarity- and efficiency-
focused value propositions were found to be significant 
for firm performance. The first is related to a compa-
ny’s ability to combine its products and services in such 
a way as to create synergy for its customers, while the 
second is related to the level of efficiency with which 
a company’s products and services satisfies consumer 
needs. This proves Zott and Amit’s (2008) statement 
that the identified four design themes of the busi-
ness model are not mutually exclusive: elements of all 
the design themes can be present in a single business 
model, though there should always be a preference for 
a particular design theme (ibid.). 

Discussion and Conclusions
Like Zott & Amit (2007), we also find that novelty-
centred business models enhance firm performance, 
measured here as growth in sales turnover.  However, 
our research further shows that the performance of 
a novelty-based business model can be improved by 
adding elements from other business model design 
themes, when adjusting value propositions to market 
conditions. 

This leads to two important questions for discussion: 

1. First, whether business model design themes can 
be defined as being novelty-, efficiency-, lock-in- or 
complementarity-centred, as suggested by Amit 
& Zott (2001) and Zott & Amit (2008). A business 
model configuration can also be influenced by the 
business environment as well as the industry, or 
even society, it is embedded in. For example, a study 
of Chinese firms by Wei, Song and Wang (2017) 
finds that manufacturing flexibility promotes both 
efficiency- and novelty-centred business model 
designs, and, subsequently, firm performance. 
Furthermore, the relationship between manufac-
turing flexibility and an efficiency-centred busi-
ness model design is strengthened by competitive 

intensity, but weakened by demand heterogeneity. 
In contrast, the relationship between manufactur-
ing flexibility and novelty-centred business model 
design is weakened by competitive intensity, but 
strengthened by demand heterogeneity. Their 
findings thus indicate a need to adjust business 
model design to the competitive landscape.

2. Second, whether a company’s business model is 
secondary to its business strategy, and, as sug-
gested by Casadesus-Masanell and Ricart (2010), 
represents the company’s realised strategy. Zott 
and Amit (2007) also find that novelty-centred 
business models can enhance firm performance 
when coupled with product market strategies that 
either emphasize differentiation (i.e. innovation) 
or cost leadership, suggesting that business mod-
els and business strategies are complements, not 
substitutes for each other. 

Following this line of discussion, the fundamental 
question for managers and entrepreneurs is what to 
choose first, i.e. a competitive business strategy or a 
business model design. For example, Holm and Günzel-
Jensen’s (2017) research on freemium business models 
of online digital firms shows that choosing a freemium 
business model implies choosing a specific way to 
compete. The study finds that successful freemium 
companies employed similar business model designs, 
a ‘prospector’ strategy (Miles & Snow, 1978), and simi-
lar sets of tactics to outperform their rivals. However, 
the research does not show what the companies chose 
first, i.e. a strategy or their business model designs, or 
whether the two were evolving hand-in-hand. 

As in the above-mentioned and other research con-
tributions, our study illustrates and confirms a link 
between business model design and firm performance, 
albeit one which depends on the choice of business 
strategy and its implementation through the business 
model design elements. However, this complex rela-
tionship requires further studies before we can help 
practitioners design their business models to achieve 
the desired company performance.  
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Introduction
The goal of this article is to articulate a research pro-
gram for the field of business models (BM) specifically 
in relation to the 4th stage of business model research, 
which is argued to be the performative research phase 
in the field. In 2010, Lecocq et al. depicted a research 
program for the field of business models (BM), under 
the inspiration from Lakatos (1969, quoted in Lecocq 
et al., 2010), suggesting that science is organized in 
research programs. It was concluded that business 
models presented a progressive research program (and 
not a degenerative one). A research program typically 

encompasses a set of core assumptions, for example in 
the form of protective hypotheses. One example of this 
would be the contemporary “customer centric” under-
standing of business models that focusses on the value 
propositions delivered to customer groups instead of 
e.g. the competitive advantage discourse of strategy. 
Another would be the current work on establishing 
ontologies of business model patterns (Gassmann et 
al., 2014; Taran et al., 2016). 
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Approach
As our point of departure, we use the general results 
of a structured literature review recently conducted by 
Nielsen et al. (2018). This study depicts four current and 
co-existing stages of research in business models (see 
also Figure 1). It is important to note that these research 
stages do not supersede each other, but rather co-exist 
simultaneously. Also, none are more important that the 
others, and their co-existence confirms the research 
field as a developing one. The result of the structured 
literature review led to the identification of dominant 
themes of research. 

Key Insights
The business model concept has been steadily growing 
in popularity amongst both academics and practitioners 
over the last decades. This success is mainly rooted in 
the strong emphasis on customer value creation (Nielsen 
and Roslender, 2015), being that it is the customers’ per-
ception of value that determines the level of success. 
In other words, the value of the products seen from the 
customer’s perspective, and not the products’ technical 
features by themselves, determine success. The con-
cept of business models embraces this line of think-
ing by focusing on the value proposition constructed in 
the interface between the customer, the infrastructure 
management, and the financial aspects of the organisa-
tion (Osterwalder et al., 2005). Arguably a major source 

of the business model field’s intrinsic potential is that it 
operates as a platform where these multiple aspects of 
a companies’ operations conceptually converge. 

Four current stages of research
Let us take a brief look at the four stages before zoom-
ing in on stage four: 

The 1st stage of BM research is concerned with defini-
tions and concepts as e.g. discussed by Jensen (2014) 
and Fielt (2014) respectively. Current arguments pose 
researchers to be critical towards the BM concept and 
its defining elements, as depicted by Jensen (2014) in 
his narrative about whether one business model defi-
nition is enough? Future research might also engage 
in discussing what is not a business model or the 
implications of having an accepted definition in the 
field. Further critical angles could focus on the differ-
ent functions that business models may have from a 
managerial perspective. They may be concerned with 
controlling functions as depicted by Montemari and 
Nielsen (2013) or about sense-making as outlined by 
Michea (2016).  

In the 2nd stage of BM research, innovation of business 
models and their underlying value propositions are in 
focus. Current research has focused on the processes of 
business model innovation (Wirtz et al., 2017) and how 

Figure 1: The four stages of Business Models research
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business model innovation introduces new partner-
ships into existing business model (Lund and Nielsen, 
2014) to achieve scalability (Nielsen and Lund, 2018). 
Future critical research could focus on understanding 
the barriers to business model innovation and business 
model implementation (Montemari et al., 2018) as well 
as identifying decision-support systems for these pro-
cesses as exemplified by Nielsen et al. (2017). 

The 3rd stage of business model research focusses on 
identifying frameworks and theories for describing and 
analysing BMs. Wirtz et al. (2016) argue that business 
model researchers should focus on consolidating and 
confirming existing BM descriptions and BM innovation 
frameworks empirically and in different contexts such 
as the public sector versus the private sector. This is 
parallel to the developments in other emerging fields 
like Intellectual Capital research (Dumay, 2013). This 
would constitute an important step in building empiri-
cal BM taxonomies and from these taxonomies build-
ing BM archetypes. In the end, this would enable BM 
theory to be constructed. 

Finally, the 4th stage of BM research concerns the per-
formative notions of BMs. Research here should work 
on establishing relationships between BM elements 
and financial values. Further, an important contribu-
tion would lie in establishing links between BM perfor-
mance and a broader understanding of performance 
measure identification (Montemari et al., 2017) and 
other contextual factors such as cultural variables, fur-
ther enhancing the connection between BMs, BM inno-
vation and managerial issues. 

Current trends forming the meaning of 
performance
In the past decade, several new forms of organisa-
tion and ways of creating value have appeared. In con-
junction with this, new technologies have emerged. 
Together, these mechanisms of organisation, value 
creation and technology leverage combinatorial inno-
vations (Varian, 2010) by creating new spaces for value 
creation, new ways of serving customers, and some-
times entire new products. This is currently discussed 
in terms of disruptive innovation. Consider Uber’s dis-
ruption of the taxi industry, how Airbnb currently chal-
lenges the hotel industry, and the way in which Skype 
set the standards for Internet-based phone services 

over a decade ago. Such disruptions (Christensen and 
Raynor, 2013) might radically alter the value creation 
in any given industry. It may be expected that these 
changes will alter the performance measurement infor-
mation that is relevant for guiding managers’ decision-
making; not to mention the potential BM innovation 
trajectories available to them. 

At present, performance of organisations can be 
accounted for in financial reporting and management-
based KPI identification rests on a series of manage-
ment models and frameworks such as the Balanced 
Scorecard or other performance scorecards (Nielsen 
and Roslender, 2015) that are at least two decades 
old. Financial reports do not factor in the type of busi-
ness model a given company applies, therefore render-
ing comparisons of value creation difficult. The same 
goes for comparing KPIs across companies. Taran et 
al. (2016) suggest to make use of BM configurations 
to identify relevant KPIs because BMs constitute a 
natural analytical structure from which to analyze a 
company. Hence, in the 4th stage of BM research, the 
“performance” of companies and other organisations, 
including public and non-profit organisations can be 
expanded upon and understood from the perspective 
of business models. 

Discussion and Conclusions
The 4th stage of BM research is concerned with the per-
formative notions of BMs. In opposition to an ostensive 
understanding of BMs that focuses on creating meaning 
by pointing out examples, the performative understand-
ing of BMs is concerned with creating a basis for action. 
Thus, research should focus on establishing relation-
ships between BM elements and financial outcomes as 
well as other measures of performance of both financial 
and non-financial character. We envisage that the field 
of BMs still will be driven forth by its practical relevance, 
as is evident of the last two decades. However, moving 
forward a critique of the dominant authors is necessary, 
as is a stronger focus on theory-building. To achieve this, 
we argue that it is necessary to depict a research pro-
gram that outlines a set of key hypotheses. These are 
set out for the 4th stage of BM research below: 

1) Create empirically validated ontologies
The 4th stage of BM research should support and 
enhance the connection between BMs, BM innovation 
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and managerial issues. A starting point for this is to 
depict the relationships between industries and busi-
ness models as is proposed by Gassmann et al. (2014). 
Researchers should seek quantifiable validation 
through large-scale empirical studies. This focus will 
also support future theory-building in the field. 

2) Create decision-support structures
Moving on from such an empirically validated ontol-
ogy, researchers should aim to create decision-support 
methodologies and systems for BM analyses and for 
BM innovation trajectories that may assist in avoiding 
industry-based imitation (see Nielsen et al., 2018; Mon-
temari et al., 2018). Such empirically validated analytical 
structures might follow the lines of Taran et al.’s (2016) 
mapping ontology or Gassmann et al.’s (2014) pattern 
methodology. 

3) Connect KPIs to BM configurations
Third, research should to a larger extent address the 
manageable of BMs. This can be achieved by creating 
clear structures for KPI identification for each different 
BM configuration. For example, the ontology provided 
by Taran et al. (2016) forms a platform for alignment 
between value creation and performance measure-
ment through the mechanism of the business model 
according to 71 business model configurations. How-
ever, at the present, no empirical work has established 
the connections between business model configura-
tions and performance measures, and this is an impor-
tant step for future theorising about performance.

4) Benchmark value creation
Currently there are multiple types of business models 
even the same industries. Therefore, benchmarking 
with a peer group needs to encompass an identifica-
tion of the applied business model configuration in 
order to create a meaningful comparative exercise. At 
present the creation of benchmarking around corpo-
rate performance is difficult as no validated or reliable 
theory of corporate benchmarking exists. Despite a 
lack of theory, benchmarking, also sometimes denoted 
as evaluations, assessments or comparative data, is 
readily viewed as an important source of information 
for evaluation against the best competitors or peers 
(Kouzmin et al., 1999) thus providing motivational and 
managerial effects (Behn, 2012). When research has 
been able to establish an empirically validated ontology 

and identified direct relationships between BM con-
figurations and KPIs, the next step would be to apply 
this knowledge to devise a performative benchmarking 
methodology. 

5) Report on the basis of the business model 
Tweedie et al. (2017) argue, that despite a seemingly 
strong link between Integrated Reporting (IIRC, 2013) 
and business models, this relationship is an uneasy 
one. Organisations such as the IIRC and standard-
setting bodies around the world are currently debat-
ing the merits of corporate reporting and disclosures in 
the light of accelerating industry disruption. Similarly, 
academia is debating the pros and cons of mandatory 
versus voluntary reporting. However, the connections 
between new (and old) forms of value creation and 
their respective performance measures have yet to be 
made. Guidelines for reporting on BMs might therefore 
be improved by including a set of minimal requirements 
to be addressed in the disclosures, a comparable or at 
least a unified layout, and a set of stable performance 
measures in order to track the developments of a com-
pany’s BM over time. However, these are merely specu-
lations that should be validated by future research.

Final remarks
This article proposes a research programme that is spe-
cifically aimed at the performative notions of business 
models. Together, the five hypotheses will be able to 
move the field into a new era in which what is other-
wise known as an emerging field, for certain will be per-
ceived as a mature one.

It is often argued that the popularity of business mod-
els is largely attributable to its practical relevance. 
However, the business model field has begun its eman-
cipation from practice into a more developed and theo-
rized one and at the same time also its emancipation 
from the more traditional disciplines such as strategy, 
innovation and marketing with which it has typically 
been intertwined. Building theory is expected to lead 
to the contours of a coherent set of constructs relating 
to business models, their subsystems, outcome meas-
ures and contextual influences. In the future, such con-
structs may be used as a basis for analytical, archival 
and field research. 
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Introduction
Since the 1980s there has been enormous growth 
in networking between companies as businesses  – 
and now also cities – have realized that they have to 
concentrate on their own core competencies and use 
external resources to compliment the competencies 
they have (Pikka, 2007; Nooteboom, 1999). This kind 
of network thinking assumes synergies, either positive 
or negative, indicating that the network is the sum of 
its components (i.e. public governance and businesses) 
that interact together (Pikka, 2007), paving the way to 
ecosystem thinking. According to the seminal work by 
Moore (1996), business ecosystems comprise organi-
zations and individuals interacting in economic com-
munities, creating value for their customers and users. 
These ecosystems are characterized by high complexity, 

cooperation, independence, competition and coevolu-
tion (Moore, 1996). Recently, business model research 
has also started to expand its viewpoint from a net-
worked view towards an ecosystemic view (Iivari, 2016, 
p. 3). In practice, this means that value creation and 
capture - the key features of business models - are 
embedded within the whole ecosystem of players, and 
innovations are formed together with businesses and 
public organizations (Pikka, 2007), basically implying 
that value is co-created and co-captured (Ahokangas 
et al., 2015). 

Thinking about these realities, it is important for busi-
nesses and also cities to understand their situations 
with regard to other players and to chart plans for the 
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future. Hence, business networks, and recently eco-
systems, have become more and more important in 
regional and city development – successful business is 
usually a target of regional development because tra-
ditionally it is seen that regional development enables 
local business, and firms accumulate in those regions 
where the factors of production are best available 
(Pikka, 2007). We can say that there is no doubt that 
the business model has entered the field of city devel-
opment. Both the business network and ecosystem 
can act as a basis when researching a smart city busi-
ness model that benefits both cities and companies 
within the cities. This paper discusses the business 
model concept in a public smart city with a view that it 
is understood as a business ecosystem that includes a 
diversity of different stakeholders.

The purpose of this paper is to explore what kind of 
business model approach could work for smart city 
organizations. So far, academic research has not 
addressed how smart cities could utilize the business 
model approach in their development (Díaz-Díaz et al., 
2017). Agility and speed are common requirements for 
businesses in smart cities, and to answer these two 
challenges, both smart cities and businesses have to 
concentrate on their core competencies and outsource 
other activities (Pikka, 2007).

Approach
This conceptual paper builds on a literature review for 
which we collected a systematic sample of papers about 
smart cities and business models with combinations of 
the keywords “smart city” and “business model”. This 
review was performed between January and February 
2018, and it contains outcomes from articles that were 
published before then. Regional development theories 
were excluded from this study.

Smart City
Bollier (1998) proposed the term “smart growth”, which 
evoked new political practices for better urban plan-
ning. Later, a new definition for the smart city was 
presented by Komninos (2006), who argued that smart 
cities are constructed as multi-dimensional clusters, 
combining three dimensions: people, collective intelli-
gence, and artificial intelligence. Parallel to this, a city’s 

focus of development has changed from competition 
to coopetition towards a sharing economy.

Even though there is no widely accepted definition of a 
smart city, some key terms and characters pop up in the 
definitions found in the literature: 1) Networked infra-
structure is a key factor in the concept. 2) Technology is 
one political and social enabler for a smart city. 3) There 
is an emphasis on business-led urban development. 4) 
The aim of a smart city is to change how services are 
delivered and how residents are included in them. 5) 
Finally, the vision of a better future is embedded within 
it (Albino et al., 2015; Pardo et al., 2011). Also, one of the 
denominators of (smart) cities is that they attempt to 
prioritize their innovation ecosystems aiming at social 
and environmental sustainability via urban planning 
(Zygiaris, 2012). Almost all well-managed smart cities 
follow a certain architecture regardless of their size or 
form (Anthopolous et al., 2016). In the perspective of 
the city and urban planning, there are four dimensions 
to consider: actors, priorities, resources, and policies 
(Schaffers et al., 2011). These factors create the basis of 
an integrated framework that can be used to research 
how governments predict initiatives aimed at creating 
a smart city (Afonso et al., 2015).

For the purposes of this paper, we address the smart 
city as a business ecosystem where city governance is 
the key player because in the city’s strategy they define 
how cities create value for different stakeholders. Busi-
ness ecosystems in smart cities are constantly changing 
because different services are changing citizens’ daily 
life and behaviour, as well as that of businesses in an 
urban context (Díaz-Díaz et al., 2017, p. 6). This is why 
it is necessary to design innovative business models for 
the city (Walravens, 2015). New technologies open up 
new possibilities for multiple business models applied 
to public services in smart cities (Díaz-Díaz et al., 2017). 
According to Lappalainen et al. (2015), cities have now 
started to see the benefits of ecosystemic thinking.

Business Model
The term business model has dominated in the manage-
rial literature since the 90’s, especially when it comes to 
the emergence of the Internet (Demil and Lecocq, 2010). 
Since the 1960s, the business model and value chain 
have evolved closely together as a concept (Mulligan et 
al., 2013). Teece and Pisano (1994) identified a shift from 
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technological development that happened inside the 
firm towards a view of the effects of technology and its 
development as being one of the interactions between 
firms. Accordingly, the competitive landscape could be 
seen as changing, and markets as having become com-
plex networks of relationships between different actors. 
Since then, the focus of business modelling has shifted 
from single-firm, closed business models that make lit-
tle use of external ideas and technologies, to a mixed, 
networked model where some services are private and 
others are public, and again towards an open, ecosys-
temic business model view that benefits from the large 
community (Casadesus-Masanell et al., 2011). Thus, 
the business model has been seen to change over time 
(worldview change) and due to market pressure (busi-
ness context change) (Iivari, 2016). 

A business model is a key factor when studying smart 
city development, as the term is commonly used also 
in (open) innovation ecosystems (Mulligan et al., 2013). 
Open innovation requires that the organization defines 
the ways to create, deliver and capture value in cooper-
ation with partners that are part of the open innovation 
economy (Saebi and Foss, 2015). Thus, we rely on the 
definition where the business model is defined as the 
content, structure and governance transactions made 
inside an organization and between it and its external 
partners who support the organization’s value crea-
tion, delivery and capture (e.g. Zott and Amit, 2010). 
Currently, however, there is no widely accepted defini-
tion or conceptualization of the business model for the 
city context, but we can say that in cities, a particular 
business model describes the architecture or design 
of value creation, delivery, and capture mechanisms it 
employs (Teece, 2010). 

Key Insights
Smart City Business Model Approach
Based on smart city and business model concepts, we 
can see that both of them have gained a lot of inter-
est since the 1990s, and the view has shifted towards a 
networked, and later ecoystemic, focus. Digitalization 
and technological developments drive both the evolu-
tion of smart cities and business models in regional city 
contexts. We identify three steps in the understand-
ing development of business context change, based on 

changes in the competitive landscape and worldview 
resulting in three different types of business models: 
closed, mixed and open. Closed business models are 
rooted to value chain thinking, mixed business models 
to the network approach, and open business models 
to the sharing economy. Parallel to this, it can be said 
that competition characterizes closed business mod-
els, coopetition mixed business models, and the shar-
ing economy open business models. This evolution is 
depicted in Figure 1 above.

According to Schaffers et al. (2012), for the smart city 
concept, ecosystemic thinking is particularly relevant 
because cities themselves can and should act as inno-
vation drivers. The city may strive for new market crea-
tion in the ecosystemic business model approach if 
the city enables evolution of the innovation ecosystem 
and adopt the rapid shift of organizational and indus-
trial boundaries that can create new kinds of business 
opportunities (Hirvonen-Kantola et al., 2016; Iivari, 
2016). From an innovation perspective, new markets 
are created because of the co-creation activities of the 
ecosystem actors, and the context of the business eco-
system is changing (Hirvonen-Kantola et al., 2016).

Urban areas are able to build a sustainable competi-
tive advantage through the business model approach 
(Hirvonen-Kantola et al., 2016) and a maturity model is 
a useful tool in the guidance of regional network devel-
opment (Pikka, 2007). When we want to study a city’s 
business model, the main factor we should focus on 
is the maturity of the smart city’s ecosystem, which 
includes e.g. governance, strategy, people, and skills, 
but also how the different players in the ecosystem see 
the smart city’s opportunities, values, and advantages.

Figure 1: Business model evaluation in the city context.
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Practical Implications
The practical implications of this paper relate to alter-
native business models in the context of the smart 
city. The aim is to develop an approach to understand-
ing smart cities from the point of view of the business 
model, but also to bring the smart city concept into the 
business model discussion.

Discussion and Conclusions
The worldview change has changed the business con-
text, and thus affected business model evolution.

Networked and ecosystemic thinking is a way to under-
stand modern business in the smart city context where 
different types of drivers of globalization, and also dig-
italization, are changing the boundaries of industries, 
because a diversity of different players (for example, 
public organizations, small and large companies, and 
citizens working together) are characterizing the mod-
ern ecosystemic context (Iivari, 2016). To work well, the 
open ecosystemic approach need to develop its capa-
bility to manage the knowledge processes, such as the 
exploitation, exploration and retention processes that 
take place between businesses and their environment 
(e.g. Saebi and Foss, 2015). Business opportunities, 
which are born via a shift of industrial and organiza-
tional boundaries, are the core of the business model 
in an ecosystemic view. 

Smart cities – and also businesses located in the cities 
– should concentrate on their core competencies and 
outsource other activities to answer the challenges 
of the rapidly changing world. The open ecosystemic 
approach in smart cities creates value for all city enti-
ties, including for businesses, when different pieces of 
knowledge and skills are brought together via lower-
ing the boundaries to different industries working in a 
city. However, it should be noted that the reality in this 
research is complex, and it is based on a social network 
system that is evolving all the time; thus, it is not pos-
sible to speak about simple cause–effect relationships.

When cities want to use business models, a new way of 
thinking and approach to city development is needed. 
This is not just adding a new tool to the repertoire. It 
is also noticeable that cities’ maturity is an important 

denominator when it comes to business model, because 
cities different from each other and they can have 
rather differing stages of development and roles when 
researching them in the global scale (Iammarino et al., 
2018). Hence, for future research, it is important to take 
a closer look at the maturity of a smart city’s ecosystem. 

In conclusion, both the smart city and business model 
concepts are multi-faceted, and this causes some limi-
tations to this research. Both concepts are descriptive 
in nature, and thus do not provide empirical validity. 
One limitation – to which this paper aims to contrib-
ute – is that there is no ready-made theory for city 
business models. Thus, several implications for future 
research are provided. This short paper gives some pre-
liminary thoughts on what a smart city business model 
could be and what kinds of possibilities there are in the 
smart city business model approach.
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Introduction
The increasing proliferation and, consequently, societal 
awareness of global environmental, social, and economic 
problems has led the United Nations (UN) to officially 
enact as of January 1, 2016 a collection of 17 Sustainable 
Development Goals (SDGs) as a common global agenda 
until the year 2030 (A/Res/ 70/1, 2015). Although not 
legally binding, the SDGs, agreed upon by 193 UN mem-
bers, mark a milestone in international policy coordina-
tion. The common objectives comprising the biosphere, 
society, and the economy are fundamental enough to 
be acceptable by all nations involved, and, with 169 spe-
cific targets (A/Res/71/313, 2017), they are instrumental 

enough to take action. Moreover, with 232 indicators, 
fulfillment of individual goals can be measured and 
compared, thus providing an orientation for dealing with 
multiple and possibly conflicting objectives in the deci-
sions made by stakeholders, e.g., policy makers, public 
organizations, firms, and investors.

Yet, in order to avoid paying merely lip service to 
sustainability, the 17 SDGs have to be operational in 
order to be approachable by organizations and firms. 
This raises the question of implementation, which 
requires new forms of social interaction, economic 
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development, and, specifically for firms, business mod-
els. With regard to the latter, the traditional approach 
has been to innovate existing, operating business mod-
els by including objectives of social support and envi-
ronmental protection, thus creating the benchmark of 
a triple bottom line that firms must exceed to ensure 
sustainability (Bocken, Short, Rana, and Evans, 2014). 
While the economic bottom line is intuitively given by 
the generated income required to maintain the opera-
tive business, social and environmental bottom lines 
are more difficult to conceive. Instead of quantifying 
specific thresholds, the approach calls for a balance of 
objectives (Boons and Lüdecke-Freund, 2013). How-
ever, if objectives cannot be specified, sustainability 
efforts threaten to become “business-as-usual aug-
mented by incremental environmental or social initia-
tives” (Schaefer, Corner, Kearins, 2015: 395), where the 
focus is mostly on reducing unsustainability (Cohen 
and Winn, 2007; Dean and McMullen, 2007) rather than 
creating sustainability (Ehrenfeld, 2012).

In this paper, instead of integrating SDGs into the busi-
ness model, we proceed in the opposite direction. We 
take the perspective of a “conscious entrepreneur” 
(Pavlovich and Corner, 2014), who is committed to 
sustainability by pursuing a specific environmental or 
social mission and then strategically formulating an 
economically sustainable business model around this 
mission, thereby creating shared value (Porter and 
Kramer, 2011). As a consequence, only economic sus-
tainability becomes the bottom line to exceed, but 
corresponding to articulated social or environmental 
objectives. By specifying sustainability targets upfront 
in the value proposition, the entrepreneur can also 
identify the indicators to measure their fulfillment. As 
we show, the UN’s collection of SDGs as a system of 
globally shared beliefs and values (Schaefer et al., 2015) 
together with their specific targets and associated 
indicators hereby provide an orientation for the organi-
zational implementation of sustainability through the 
business model (Santos, Pache, and Birkholz, 2015). An 
economically sustainable business model built around 
a mission centered on SDGs can then be defined in the 
traditional sense as a logical process of value creation, 
value delivery, and value capture that can be main-
tained in the long run (Osterwalder and Pigneur, 2010; 
Zott and Amit, 2010; Arend, 2013; Dohrmann, Raith, 
and Siebold, 2015; Massa, Tucci, and Afuah, 2016).

Approach
In a first step, we need to conceive the sustainability 
targets in a way that they can be explicitly addressed 
by a social or environmental mission (Martin and 
Osberg, 2015). For the purpose of this study on busi-
ness models, we concentrate on those SDGs that can 
be addressed directly at the firm level. For the SDGs 
related to social targets, e.g., no poverty (SDG 1), zero 
hunger (SDG 2), good health and well-being (SDG 3), 
quality education (SDG 4), gender equality (SDG 5), or 
reduced inequalities (SDG 10), the social mission of a 
venture will typically specify a social target group to 
which created value is delivered (Santos, 2012; Dees, 
2012). A well-identified target group supports value 
delivery, because one can measure the size of the tar-
get group, the number of affected individuals, and the 
status change of each or the average affected indi-
vidual accomplished through the mission. The same 
reasoning can be applied to fauna related environ-
mental targets, e.g., life on land (SDG 15) or life below 
water (SDG 14). For example, organizations such as the 
“World Wildlife Fund” or “Greenpeace” focus on spe-
cific endangered target groups of animals. A crucial 
difference between animal and human target groups 
is that in a non-vegan sustainable society numerous 
species of animals are used as resources, against their 
free will and often at the cost of their life to produce 
consumption goods such as food, clothing, and furni-
ture, or to develop goods such as cosmetics and phar-
maceuticals. Other species are held in captivity, e.g., 
as pets, as resources for services of human pleasure. 
However, as long as the treatment of these animals is 
still a matter of social concern, they can be regarded 
as target groups as well, for which objectives, targets, 
and indicators can be specified for responsible con-
sumption and production (SDG 12). In terms of formu-
lating sustainability targets, the differences between 
flora and fauna are not fundamental. Plants are also 
living entities that can be granted the right simply to 
exist (SDG 14, 15) and can therefore be focused as tar-
get groups. And plants are also regarded as resources 
for production and consumption (SDG 12). A technical 
difference between fauna and flora is the method of 
measurement, where indicators of flora related tar-
gets are typically quantified by areas, weights, or other 
aggregate measures. The final category of sustainabil-
ity targets that we consider for business model design 
relates to abiotic targets, e.g., air, water, minerals. 
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As many important natural resources are distributed 
throughout the world, their measurement seems most 
appropriate in geographical categories, such as the air 
in cities, the water in oceans or lakes (SDG 6, 14), or rare 
earths, which thereby become specific targets that can 
be addressed through a mission.

In order to address the sustainability targets at the 
firm level, we focus explicitly on value delivery to one 
or more quantifiable target groups. We then consider 
two fundamental strategic decisions to be made by 
entrepreneurs in designing their business models 
around this mission. The first decision relates to the 
way in which the sustainability target is addressed 
in the process of value creation. Here we distinguish 
between a supportive mode of value creation for a 
target and an integrative mode of value creation with 
a target (Dohrmann et al., 2015). The second decision 
relates to the way in which value is to be captured, 
i.e., the form of generated income. We distinguish 
between the commercial mode of value capture 
through the market, i.e., with market revenues, and 
the social mode of value capture through the mis-
sion, e.g., with monetary or in-kind donations, where 
both modes of generated income are means to an end 
(Porter and Kramer, 2011; Schaefer et al., 2015). With 
these two strategic decisions, we obtain a typology of 
four generic business model strategies for addressing 
sustainability targets, which are determined by the 
combinations of value creation and value capture, 
as is shown in Fig. 1. In the following, we character-
ize each business model strategy and discuss how it 
addresses the broad variety of SDGs.

1. Provision: The mission of a venture in this cate-
gory is to create social value by directly supporting 
the fulfillment of a specific sustainability target 
through the free provision of goods and services. 
If the target (group) is of sufficient social concern, 
then its support will create positive externalities 
that the entrepreneur can try to capture in the 
form of monetary or in-kind donations, depending 
on the nature of the target. The firm’s revenues are 
therefore not obtained from but generated through 
the target (Dohrmann et al., 2015). For social mis-
sions, this is the business model strategy adopted 
by charities, soup kitchens, or homeless shel-
ters. The same design is employed by the “World 

Wildlife Fund” to prevent the extinction of endan-
gered animal species or by “Greenpeace” with an 
even broader scope of environmental targets. The 
value capture of these organizations is character-
ized by the monetization of positive externalities 
(Santos, 2012; Dees, 2012).

2. Self-Help: This strategy focuses on the produc-
tive integration of a target (group) into the process 
of value creation. Economic sustainability is sup-
ported by capturing resources as productive input 
from the target for which value is created. The self-
help strategy thus substitutes a (missing) market 
for resources that the target can provide (donate) 
itself. In societal contexts, self-help value-creation 
processes help to empower social or physically 
disadvantaged target groups. In environmental 
contexts, self-help is typically achieved through 
natural regeneration processes, which, however, 
are often endangered by society and therefore 
need to be supported to succeed, e.g., through the 
establishment of wild-life reserves. As the “Ocean 
Clean-up” project demonstrates, even oceans can 
be “empowered” to clean themselves by using 
their natural currents to collect the accumulated 
garbage at focal geographical locations. In many 
cases, economic sustainability cannot be achieved 
by self-help alone, in particular when the self-help 
process requires additional support or a technolog-
ical infrastructure. However, if the implementation 
of self-help is appreciated enough to create posi-
tive externalities, these can be additionally mon-
etized by the venture through donations (i.e., with 
the Provision model) to ensure economic sustain-
ability (Dohrmann et al., 2015).

Figure 1: Generic business model strategies for  
sustainability targets
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3. Deployment: Sustainability targets may also be 
productively integrated (deployed) by the venture 
to create marketable goods or services for commer-
cial target groups. By combining social with com-
mercial value in a hybrid business model, economic 
sustainability is achieved through market revenues 
(Haigh, Kennedy, and Walker, 2015; Hockerts, 2015). 
For example, the social mission of “Work Integra-
tion Social Enterprises” (WISE) is to employ disad-
vantaged target groups, in order to integrate them 
into the work force. Conceptually, the same design 
is used by the “Kruger National Park” in Africa, 
where endangered species of wildlife are protected 
within their natural environment, thereby generat-
ing market venues from wealthy tourists on photo 
safaris. Again, even the “Ocean Clean-up” Project 
could fall into this business-model category, if the 
plastic that is gathered by the oceans is sold on the 
recycling market. In all of these examples, a target 
(group) benefits by being deployed as a resource 
for commercial value creation.

4. Promotion: The final business model strategy, sim-
ilar to the provision strategy, pursues a supportive 
mission, but which the venture now uses to pro-
mote the sale of a commercial product or service to 
a customer group from which it can obtain market 
revenues. This capture of market value is used as 
a means to finance the social value creation along-
side the commercial value creation (Porter and 
Kramer, 2011). This business model characterizes, 
for example, “buy-1-give-1” or “buy-1-donate-1” 
policies, where for every commercial sale of a prod-
uct a similar product is given to a person in need, or, 
more generally, a sum of money is given to support 
a sustainability target in a social or environmental 
context (Marquis and Park, 2014).

Key Insights
As our discussion of heterogeneous social and envi-
ronmental goals revealed, by addressing SDGs through 
their identified targets, the latter can be specified and 
addressed as target groups, to which value is delivered. 
The design of a business model around this social mis-
sion to create what Pavlovich and Corner (2014) refer to 
as a “conscious enterprise” involves two fundamental 
strategic decisions. The first is related to value creation 

and whether it is to occur for or with the target (group); 
the second focuses on value capture through the mar-
ket or through the mission. As we showed, these two 
decisions determine the business model strategy for 
the entrepreneur’s mission. The strategic task for the 
entrepreneur is thus to proactively select the appropri-
ate business model for creating shared value and trans-
formational change, rather than integrating the mission 
into an existing business model for mainly incremental 
change (Schaefer et al., 2015). Interestingly, this may be 
easier for startups in search of a new business model 
than for established firms with an existing one. 

Discussion and Conclusions
The four generic strategies outlined above cover a 
broad conceptual variety of business models that can 
be built around sustainability targets, thus creating 
new opportunities for business model research (Arend, 
2013; Eckhardt, 2013). As we have shown, each chosen 
strategy combination characterizes one of four distinct 
business model designs that can be utilized individu-
ally or in combination for targets of qualitatively dif-
ferent sustainability development goals. Indeed, the 
same business model design can be applied to targets 
of different nature, implying that the implementation 
of sustainability development goals at the firm level 
can be strongly supported by the use of analogies from 
completely different contexts (Martins, Rindova, and 
Greenbaum, 2015). The four generic strategies also pro-
vide a strategic orientation for non-sustainable firms in 
the process of sustainable business model innovation.

The realization of the UN’s global agenda 2030 requires 
not only the commitment of policy makers, the imple-
mentation of the SDGs requires action being taken at 
the firm level. Rather than enhancing an economically 
successful business by additional social and environ-
mental objectives as a form of responsive corporate 
social responsibility, we propose instead to configure 
economically sustainable business models around the 
SDGs for shared value (Porter and Kramer, 2006). With 
the central focus on quantifiable target groups, our busi-
ness model approach may also facilitate impact meas-
urement and, with our typology of generic strategies, 
provide a structured foundation for impact comparison 
between organizations that create shared value.
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In providing a general framework that is suitable for 
a broad range of SDGs covering social and environ-
ment goals, our strategic approach to business model 
design around sustainability targets unites the two 
traditionally distinct research fields of sustainability 
entrepreneurship and social entrepreneurship. We 
believe that only a unified view will enable us to con-
sider and measure the impact of private or public initi-
atives that address several SDG’s in combination. We 
hope that our approach contributes to future research 
along this path.
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Introduction
The business model concept has entered a growing 
number of academic disciplines during the past decade. 
Its impact has been impressive, as might be expected 
of such a fundamental and far-reaching concept. There 
are exceptions to this general trend, however. The 
present paper focuses on the comparatively modest 
reception the business model concept has received in 
the accounting discipline and argues there is reason 
to believe this could change given the pivotal role the 
business model concept is recognised to play within 

Integrated Reporting (IR) development. Unfortunately, 
this does not promise to be a mere formality as cur-
rent thinking on the business model in relation to IR 
is partial (Tweedie et al., 2018), and perhaps intention-
ally so (Roslender and Nielsen, 2018). In our view, this 
is well understood by those who commend a particular 
interpretation of IR, one that threatens to emasculate 
the concept’s capacity to radically reconfigure financial 
reporting in ways that might worry many of those who 
see themselves as the guardians of this project.
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Approach
This paper discusses the two fields of Integrated 
Reporting and a new visibility for customers in account-
ing and reporting. 

Integrated Reporting
For some years IR has been touted as the new generic 
model for financial reporting. It is envisaged as replacing 
the now ageing corporate reporting model that emerged 
in the mid-1970s. Concerns have been expressed about 
the latter model since the early 1990s but for several 
reasons these concerns have not prompted significant 
change. This is not least due to the inherently con-
servative nature of the global accountancy profession, 
and particularly its financial reporting constituency. 
Twenty years ago, corporate reporting seemed likely to 
be replaced by some form of business reporting model 
(ICAS, 1999) but the resilience of corporate accounting 
practices, and its guardians, effected its survival to the 
present day. IR advocates must recognise the strength 
and influence of these guardians. 

IR originally emerged in South Africa approaching fif-
teen years ago. At its simplest IR recognises the neces-
sity to account for a wider range of capitals than does 
corporate reporting and to a similarly wider range of 
stakeholders. Arguments for a stakeholder emphasis 
rather than the traditional shareholder emphasis have 
proliferated in recent years. IR originally emphasised 
the necessity to account to the environmental lobby 
(now the sustainability lobby). Consequently, in its early 
years IR attracted enthusiastic support from these 
stakeholders, including the environmental accounting 
community. The admission that it was crucial to take 
the environment into account was portrayed as a much 
merited and potentially valuable advance. 

The environment was not to be the only additional cap-
ital to account for. Both intellectual capital and human 
capital, together with social and relational capital, are 
identified as additional capitals to the more traditional 
emphasis on physical and financial capital. The iden-
tification of six capitals was crucial in the framework 
the International Integrated Reporting Council (IIRC) 
identified in its 2013 conceptual framework for IR. The 
IIRC had emerged in 2010 to promote the IR concept, 
largely as envisaged by its South African creators, as a 
potentially feasible basis for a new financial reporting 

approach. The subsequent commercialisation of the IR 
concept was not to everyone’s liking, however, at the 
extreme being portrayed as a betrayal of the originally 
highly desirable admission of the need for a much more 
integrated approach to financial accounting and report-
ing. Flower (2015) provides one of the most excoriating 
critiques of the IIRC’s reconfiguration of the initial con-
cept. Such was the opprobrium conveyed in its pages, 
two stalwarts for a sustainability emphasis, Adams 
and Thompson, penned a pair of ‘let’s take a moment 
to think about this’ responses published alongside it.  

Leaving aside the debate about the compromised 
purity of the IR concept in the hands of the IIRC, which 
debate promises to run for some time yet, of more 
interest here is the way in which the IIRC has enrolled 
the business model concept in its IR framework. The 
business model sits at its very core, something clearly 
evident in figure 2 (IIRC, 2013:13). The six capitals are 
identified as inputs to the business model which sees 
them transformed into (six) outcome capitals. It is this 
transformation process that IR seeks to account for. 
This departs significantly from what corporate report-
ing presently seeks to account for, which might be con-
ceptualised as the growth of the financial value of a 
business entity during an accounting period, as repre-
sented in the balance sheet. This financial value, and 
any increases (or indeed decreases) in it, is understood 
to be the rightful reward for those prepared to risk their 
capital in the venture itself. 

The IIRC labels figure 2 the “value creation process”, 
intimating that accounting for the business model is 
in fact accounting for value creation by the enterprise. 
This is because the business model is best understood 
to provide a visualisation of value creation, i.e., how 
value is created by the business enterprise. From a con-
ventional financial reporting perspective, value is cre-
ated for shareholders, who see an increase (or decrease) 
in the balance sheet and in turn the market value of 
their shares, be they individuals or institutional share-
holders. Value creation in relation to a business model 
is not understood in this way, at least not in the first 
instance. Value is now to be understood to be created 
for, and delivered to, customers via appealing value 
propositions, a core concept in the business model 
literature and alongside it the strategic management 
literature. Since the 1980s the latter has reflected the 
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dominant role customers have in shaping sustained 
competitive advantage.

Customers: a new visibility in accounting and reporting 
Traditionally financial reporting has been shaped by 
the need to report on the enterprise to its owners. In 
recent decades it has been recognised that additional 
stakeholders have a range of different, and sometimes 
competing, interests in such financial information, as 
a result of which financial reporting has evolved in this 
direction. IR marks a further stage in this evolution, in 
some part as an effort to take into account the con-
cerns of the broader society in respect of sustainability 
issues. More significantly, however, despite the sug-
gestion that IR is based in a more inclusive reporting 
paradigm, continued emphasis on value capture, as the 
principal objective of shareholders, constitutes a major 
denial of fundamental change. While a business model 
as the visualisation of value creation and delivery is 
positioned at the core of the new reporting model, 
securing and demonstrating continued value capture 
remains the prime motivation for those charged with 
reporting enterprise performance.

The intellectual capital literature identifies custom-
ers and customer relationships as major constituents 
of relational capital, together with brands and reputa-
tion. Long acknowledged as key assets of enterprises, 
their importance has escalated in recent decades. 
The generality of intellectual capital’s constituents, 
and prior to this many aspects of goodwill, have not 
been incorporated within the balance sheet despite 
their importance, for reasons widely understood by 
the accountancy profession, managers and sharehold-
ers alike. These reasons make sense within prevail-
ing regulatory framework guiding financial reporting. 
Although it is possible to identify examples of account-
ing for customers, these have been pursued within 
the managerial accounting literature. In some cases, 
such accounting has been indirect, such as in account-
ing for quality or target costing. Work at the interface 
between managerial accounting and marketing man-
agement has produced a literature that focuses on 
documenting (=counting) a variety of customer attrib-
utes such as customer retention, customer referral and 
customer engagement (with a parallel brand-oriented 
literature). Many accounting practitioners and academ-
ics would question whether such developments might 

be considered as accounting despite their utility for 
enterprise managements.

Key Insights - Accounting Through 
the Business Model
Given the escalating importance of customers their rel-
ative invisibility within financial accounting and report-
ing is problematic. As long as the pursuit of robust 
balance sheet valuations prevails there seems little 
likelihood the impasse can be avoided. For this reason, 
the emergence of IR is to be welcomed. The reconcep-
tualization of accounting and reporting it signposts 
is, however, potentially so fundamental it is likely to 
evince powerful resistance among the accountancy 
professionals.  

Nielsen and Roslender (2015) offered the following 
characterisation of a business model:

[A] description of an organisation’s concept for 
earning ‘money’ [which] identifies the platform that 
connects value creation and value delivery between 
the organisation, its stakeholders, and  
its customers in order to capture value. (p.265).

This characterisation consciously downplays the signif-
icance of accounting for value capture on the grounds 
that despite its various failings, the prevailing approach 
to financial reporting fulfils this role satisfactorily. The 
manner in which the guardians of financial reporting 
have sought to enrol the business model concept within 
IR marks a further attempt to refurbish a value capture 
emphasis, which is understandable and legitimate. In 
our view, however, this is not the most beneficial use of 
the business model concept within accounting.

The business model concept promises to facilitate 
accounting for value creation for and delivery to cus-
tomers, which constitute generic activities that should 
now be recognised as posing the principal challenge 
to the accountancy profession, in tandem with the 
other management functions. A major dimension of 
this challenge is that financial values, which have for 
many generations provided the main preoccupation for 
those responsible for balance sheet preparation, will 
not be relevant to this exercise. Equally, the traditional 
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concern with costs that underpins a major part of 
income statement construction, and the greater part 
of cost and management accounting practice, is sim-
ilarly of little relevance. In this context the ‘value for 
money’ aphorism that gained such currency a genera-
tion ago and continues to inform common-sense finan-
cial thinking, partially captures the transformation that 
is being signalled here. Its usual meaning is associated 
with an efficient use of financial resources, inter alia 
the limited spending power of individuals. However, on 
a daily basis many individuals engage in expenditures 
that contradict the pursuit of demonstrable finan-
cial value, preferring instead to secure a vast range of 
intangible or emotional value. Why else would so many 
people willingly exchange five euros for a cup of coffee?

The concept of the value proposition sits at the heart of 
business model thinking, something clearly evident in 
the case of Osterwalder and Pigneur’s iconic Business 
Model Canvas (Osterwalder and Pigneur, 2010). Although 
it is easy to identify a variety of concrete business mod-
els explicitly intended to deliver financial as opposed to 
emotional value for money, Ryanair providing a power-
ful exemplar, the majority of contemporary business 
models are consciously (or sometimes not) informed 
by a recognition that the customer is normally seeking 
some level of emotional value from what is made avail-
able for them by the enterprise. Successful enterprises 
are those that fashion value propositions that satisfy 
the demands of their customers, albeit not at any cost. 
Excessive pricing will normally provide a degree of disin-
centive to purchase on the one hand and the motivation 
for competitors, new and old, to enter the market. This 
said, the margins that are at issue are not as sensitive 
as those asserted to characterise the competition exist-
ing between enterprises offering low cost value proposi-
tions, where cost leadership organises the marketplace. 
After Porter (1985), attractive product differentiation 
is likely to outweigh potential cost savings, viewed in 
absolute if not relative terms. 

This set of business model related concepts is barely vis-
ible within the IR framework. Equally they are not part 
of the vocabulary of financial accounting and reporting, 
and as previously suggested are likely to engender dis-
comfort among many within that particular commu-
nity. From our perspective it is these ideas that should 
be recognised as constituting what should now be 

accounted for in addition to what is presently the focus 
of financial accounting and reporting. This is quite dis-
tinct from what IR is represented as seeking to achieve. 
IR is touted as a possible successor to the prevailing 
mode of corporate reporting, a replacement that, as we 
have identified earlier, continues to privilege the value 
capture needs of shareholders, albeit not to the exclu-
sion of some other stakeholders, some of whom are 
already being provided for to a degree. There is a strong 
argument that IR as presently envisaged by the IIRC 
and its supporters entails little beyond the provision of 
a marginally more inclusive balance sheet, based in the 
six generic capitals that are either enhanced, dimin-
ished or transformed in the course of the value crea-
tion process, as visualised in the enterprise’s business 
model.  There will need to be an increased level of nar-
rative reporting of these latter processes since it seems 
unlikely that conventional hard numbers will be able to 
capture what has been accomplished, with significant 
emphasis on “what has been accomplished”. Stripped 
right down, IR is principally focused on the production 
of historical information and is thus simply at odds 
with the future emphases of the business model con-
cept as understood by most of those who commend it.

Discussion and Conclusions
The phrase accounting through the business model 
is used here to focus attention on the challenge of 
accounting for value creation for and delivery to cus-
tomers rather than accounting for value capture for 
shareholders. In so doing, we are conscious of the 
objection that we are doing little more than exchang-
ing one privileged stakeholder for another, albeit in the 
case of customers a very large stakeholder. It is impor-
tant to affirm that what is envisaged entails some-
thing different to accounting for customers, which as 
was previously noted is already being pursued as a 
core component of strategic management accounting. 
What is now to be accounted for is the intangible or 
emotional value, the pleasure, the positive sensations 
that customers experience as they embrace and enjoy 
appealing value propositions, arguably the antithesis 
of what the accountancy profession has, for genera-
tions, based its jurisdiction on. This is not a task that 
the accountancy profession can accomplish on its own, 
in much the same way that target cost management 
was quickly recognised to require inputs from a range 
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of management functions, none of which was prime 
despite the importance that value engineering plays in 
all such exercises. 

The objection that, in effect, accounting through the 
business model demands that accountants quantify 
the unquantifiable, is likely to spring to the minds of 
many. To some degree this objection has already been 
partly rejected by sections of the profession by virtue of 
their uptake of narrative approaches to reporting and 
disclosure, something likely to expand further in an era 
of IR. Accounting through the business model in this 
way provides an opportunity for further innovation, 
including the fabrication of customer self-narratives 
focused on the demand for and supply of appealing 
value propositions as an exercise in the co-creation of 
value as recently identified within the marketing man-
agement literature.
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Introduction
Sustainability issues will not be resolved by the govern-
ment alone but require proactive action and innovation 
from the private sector. Kiron et al. (2017) reported in-
depth global research from 2009 to 2016 on how busi-
nesses adopt and integrate sustainability into strategies 
and practices. The report concluded that sustainable 
business practices are not yet widespread and progress 
needs to be accelerated. Many business leaders execute 
strategies aligned with global sustainable development 
goals but not necessarily in sync with their core busi-
nesses. There is still a lack of fully understanding that 
opportunities can be created by embracing a sustainable 

strategy (Kiron et al., 2017). This need for businesses to 
embrace sustainability spurred research on the use of 
business models (BMs) to help drive organizational sus-
tainable development but it is still a new focus. In the 
summary of a special journal issue on business mod-
els for sustainability (BMfS), Schaltegger, Hansen and 
Lüdeke-Freund (2016) proposed that “a business model 
for sustainability helps describing, analyzing, managing 
and communicating: i) a company’s sustainable value 
proposition to its customers, and all other stakeholders, 
ii) how it creates and delivers this value, iii) and how it cap-
tures economic value while maintaining or regenerating 
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natural, social and economic capital beyond its organi-
zational boundaries” (p.6). They concluded that further 
integrative research is needed on using BMs to drive 
industry transformations. Similarly, the framework for 
strategic sustainable development (FSSD) has proven 
that science can help business leaders with sustainabil-
ity transitions. The FSSD is a systematic, comprehen-
sive and scientific approach that enables multilevel and 
cross-sectoral understanding and collaboration (Broman 
and Robert, 2017). 

Approach
This paper summarizes the sustainable business model 
(SBM) literature by addressing definitions, frame-
works, archetypes, tools and assessments. The paper 
then summarizes the FSSD and discusses the lim-
ited literature that has combined both concepts. The 
body of literature was explored using Scopus to first 
gather data on ‘sustainable business models’ or ‘busi-
ness models for sustainability’. Due to limited time, the 
review was not exhaustive and therefore all concepts 
may not be included. The second search was for ‘busi-
ness model’ and ‘FSSD’ and returned four (one was 
redundant) journal articles published in 2017. Overall, 
the aim is to summarize the two concepts and propose 
the increased use of their combination to scientifically 
and socially enhance the development of SBMs.

Key Insights
Sustainable Business Models
Lüdeke-Freund (2010) theoretically examined the inter-
relations between ecological sustainability, business 
activities and BM components from a strategic man-
agement perspective to define an SBM as “a business 
model that creates competitive advantage through 
superior customer value and contributes to the sustain-
able development of the company and society” (Lüdeke-
Freund, 2010, p.23). Morioka et al. (2017) explored the 
use of SBMs to integrate sustainability into core busi-
ness decisions and defined an SBM as “a representation 
of business elements, their interrelations and the sys-
temic context that enable sustainable value exchange 
with stakeholders towards corporate sustainability per-
formance, translating and providing feedback between 
corporate strategy and operations” (p. 724). 

Beyond definitions, some authors proposed frame-
works and tools to develop SBMs and describe required 
components, functions and interrelationships. Stubbs 
and Cocklin (2008) generated characteristics and com-
ponents of an ideal SBM to conclude that “an organiza-
tion adopting an SBM develops internal structural and 
cultural capabilities to achieve firm-level sustainabil-
ity and collaborates with key stakeholders to achieve 
sustainability for the system that the organization is 
part of” (p. 123). Joyce and Paquin (2016) expanded 
the original business model canvas (BMC) developed 
by Osterwalder & Pigneur (2010) to integrate environ-
mental and societal considerations. This ‘triple layered 
business model canvas’ includes an environmental 
layer that adds a life-cycle perspective and a social 
layer that focuses on stakeholder engagement and 
management. The life-cycle perspective was also used 
to create the sustainable value analysis (SVA) tool. The 
tool analyzes the product lifecycle to systematically 
identify uncaptured value and convert it to opportunity 
(Yang, Vladimirova and Evans, 2017). Value uncaptured 
is an alternative way to think about the value creation 
and capture component of SBMs where four forms – 
value surplus, value absence, value missed, and value 
destroyed- are analyzed to generate ideas for SBM 
innovation (Yang et al., 2017). On the topic of value, the 
value proposition of the product-service systems (PSS) 
concept has linked it to SBM literature. PSS focuses 
on the customer’s usage and satisfaction for product 
development and requires thinking beyond the bound-
aries of existing practices (Tukker and Tischner, 2006).

Moving from theoretical concepts to practical transfor-
mation, Bocken et al. (2014) developed eight (subse-
quently nine in Ritala et al., 2018) SBM archetypes to 
stimulate innovative thinking for the creation of SBMs. 
Their research considered the entire value network and 
created new systems as opposed to only focusing on 
the existing firm and technologies. Following the logic 
that practice provides evidence of transitions in society 
and business, Ritala et al (2018) used the archetypes to 
create keywords for sustainable activities and quanti-
tatively analyzed them to indicate sustainable efforts. 
They concluded that the majority of sustainable activi-
ties were linked to financial value and there was more 
focus on environmental than social and organizational 
efforts. Similarly focusing on ways to assess SBMs, 
Brehmer, Podoynitsyna and Langerak (2018) used Zott &  
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Amit’s (2010) boundary-spanning systems approach to 
BM design elements -content, structure and govern-
ance- as the framework for the creation of sustainabil-
ity codes and a performance assessment. Tauscher and 
Abdelkafi (2018) took a strategic management approach 
to create a simulation model that determines scalability 
and robustness of SBMs. They utilized feedback loops 
based on systems dynamics modeling principles in order 
to capture the complexity of each scenario.

In the theoretical development of SBMs, it can be seen 
that researchers have tried to embed sustainability into 
all processes and expand beyond organizational bounda-
ries, embracing systems thinking and wider stakeholder 
collaboration (Stubbs and Cocklin, 2008; Lüdeke-Freund, 
2010; Bocken et al., 2014; Brehmer, Podoynitsyna and 
Langerak, 2018; Tauscher and Abdelkafi, 2018). How-
ever, the research has not yet matured and there is a 
lack of agreed theoretical concepts and empirical testing 
(Dentchev et al., 2016; Evans et al., 2017). There is also a 
need for sustainability research to be more systematic 
and unified (Broman and Robert, 2017).

The Framework for Strategic Sustainable 
Development
For over 25 years, the FSSD has undergone continu-
ous development through a rigorous, systematic, and 
iterative process of peer and practitioner reviewing and 
testing (Broman and Robert, 2017). Best summarized 
by Missimer (2015), “…the FSSD has been designed 
to give guidance on strategically moving any region, 
organization, project or planning endeavor towards 
social and ecological sustainability in an economically 
viable way” (p.2). There are several motivations for the 
development and use of this sustainability framework. 
The benefits and opportunities of proactive action need 
to be understood by and illustrated to organizations. 
Identifying ‘root causes’ that are often overlooked or 
underestimated can create possibilities for ‘root solu-
tions’ and eliminate fundamental unsustainable prac-
tices. Unsustainable practices become economically 
riskier as markets shift to be sustainability-driven and 
thus their elimination is automatically beneficial. The 
FSSD aims to identify these ‘root causes’ (Broman and 
Robert, 2017).

The FSSD also aims to provide an overarching multi-
disciplinary structure that is complimentary to other 

supportive tools and frameworks. A key outcome of 
the framework’s development is a science-based defi-
nition for sustainability, ‘sustainability principles’, that 
is adaptable to various disciplines. It is compliant with 
available relevant scientific knowledge and allows for 
well-defined and measurable processes, comparisons 
and outcomes. This enables the quick elimination of 
scientifically unachievable visions. Many challenges 
are also faced when trying to solve current problems 
across various preferences and values, without poten-
tially creating new problems in the future. Therefore, 
a unifying definition presents a needed agreement on 
what is essential for the sustenance of social and eco-
logical systems to prevent unsustainable development 
(Broman and Robert, 2017). 

Another key component is backcasting planning, which 
is a strategic planning method at the core of this frame-
work. First the vision is defined that follows the ‘sus-
tainability principles’ and then various scenarios are 
created in a step-by-step process to reach this vision. 
The vision must be principle based instead of specific 
to a scenario because as conditions change, what was 
previously perceived to be ideal may no longer be rel-
evant and what previously seemed unachievable may 
become feasible. This is flexible and transferable. 
Finally the FSSD also includes operational guidelines, 
‘ABCD-procedure’, to guide organizations through stra-
tegic sustainable transitions (Figure 1).

Figure 1. The ABCD-procedure can be described using this funnel 
metaphor starting with the sustainable vision, highlighting the 
challenges of the current situation, creating ideas to reach the 

vision and then structuring these into a strategic plan  
(Broman and Robert, 2017, pp. 21).
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A critique of the FSSD was the weakness of the social 
attributes in comparison to the ecological and eco-
nomic attributes. A similar trend was identified in the 
SBM literature and this seems to be the general case 
with sustainability transitions (Adams et al., 2016; Bro-
man and Robert, 2017; Missimer, Robèrt and Broman, 
2017; Ritala et al., 2018). To counter this, over the past 
10 years, the FSSD has and continues to be socially 
enhanced by researchers focused on ‘social sustainabil-
ity principles’ (Missimer et al., 2017).

There are several examples globally of FSSD applica-
tions that have led to comprehensively aiding organi-
zations with the reduction of social and ecological 
non-compliance along with developing new opportuni-
ties. It was designed to unify various supporting mech-
anisms for sustainable development. Despite this, the 
uptake of the FSSD has been slow. This could be due to 
complexity and sophistication as skilled facilitation and 
significant effort is required to utilize the framework. 
For a comprehensive description of the FSSD and the 
most recent version, see Broman and Robert (2017). 

Discussion and Conclusions
Three journal articles were found that combine the 
FSSD and BM concepts. In an effort to enhance stra-
tegic sustainable development from a business per-
spective, Franca et al. (2017) combined the FSSD with 
the BMC through action research that is still ongoing. 
The BMC blocks were strengthened by the integra-
tion of sustainability-driven thinking towards longer-
term market requirements. The FSSD was enhanced 
by thoroughly integrating a business perspective. The 
most notable business impacts from the combination 
were BM scalability to global level, risk identification 
and avoidance, investment strategy, and enhanced 
partnerships and social integration. Rauter, Jonker 
and Baumgartner (2017) used the FSSD to investigate 
how and why companies integrate sustainability into 
their BMs. They found that the FSSD provided greater 
clarity where there was a lack of specific sustainabil-
ity goals. Kurucz et al. (2017) developed a conceptual 
model of relational leadership for strategic sustainabil-
ity and incorporated findings from leadership research 
on two BM development and assessment tools theo-
retically aligned with the FSSD. The use of the FSSD 
appears to be a recent and underdeveloped approach to 

embedding sustainability into the BM concept. Franca 
(2013) began research on BM design for strategic sus-
tainable development when there were no other similar 
tools. Subsequently, as already seen in this paper which 
is not exhaustive, others have and continue to pursue 
different ways to embed sustainability in BMs (Joyce 
and Paquin, 2016; Yang et al., 2017) indicating that this 
topic warrants wider research and validation.

Given that actions in one location can have an impact 
on the other side of the world, a systematic view is 
needed for the complex topic of sustainable develop-
ment (Stubbs and Cocklin, 2008). The FSSD provides a 
scientific and methodological multidisciplinary process 
for defining, implementing and analyzing sustainabil-
ity. This leads to the question: How can the FSSD as 
a theoretical framework support the development of 
SBMs? This paper concludes by proposing that explor-
ing the interrelationship between SBMs and the FSSD 
could lead to a systematic, scientific and strategi-
cally robust SBM concept that embeds sustainability 
in the core of organizations. This is because the FSSD 
focuses on the elimination of fundamental unsus-
tainable practices which if left unchecked, could actu-
ally reverse progress. The research could improve the 
understanding of sustainability challenges and how 
they may be turned into opportunities. The research 
may also highlight whether or not current actions are 
indeed sustainable based on the FSSD definitions. Fur-
ther, the socially strengthened FSSD could enhance the 
integration of social sustainability in SBMs. Overall, the 
research could be useful for organizations and policy 
makers in regards to guiding sustainability transitions 
using SBMs.
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Introduction
The introduction of the business model into main-
stream strategy research meant that the concept had 
to be contrasted with the existing analytical toolbox (cf. 
Teece, 2010). One of the key pre-existing concepts that 
has direct implications for the function of the business 
model is the external value chain. The importance of the 
value chain for the development of business models 
was pointed out in early research (e.g. Timmers, 1998) 
and the role of the value chain has been highlighted in 
work on the interaction between network ties and busi-
ness model innovation (Allee, 2009; Oskam et al., 2018). 

Vice versa, it has been noted that business model inno-
vation may influence what role a firm plays in a value 
chain  (Giesen et al., 2007) and that there is potential to 
use business models to modify or improve value chains 
(Linder and Cantrell, 2000; Tikkanen et al., 2005). How-
ever, the topic is still comparatively poorly understood. 
There are thus calls for research that explores the role 
that the value chain plays in relation to business model 
innovation in general (Zott et al., 2011), and for business 
model innovation for sustainable innovations, in particu-
lar (Boons and Lüdeke-Freund, 2013). 
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A topic of importance in relation to value chains and 
business model innovation is the maturity of the firm 
(cf. Giesen et al., 2007). Incumbents possess resources 
and knowledge that allow them to scale up operations 
quickly, even in the more challenging case of sustain-
able innovations (Hockerts and Wüstenhagen, 2010). 
They also already have existing value chains in place. 
However, due to phenomena such as dominant logic 
and path dependence, incumbents face particular chal-
lenges associated with the development and imple-
mentation of new business models (Chesbrough, 2010; 
Massa and Tucci, 2013). Incumbents therefore often 
choose to experiment with business models exter-
nally through for example subsidiaries or joint ven-
tures – options that offer both flexibility and control 
while limiting the risk exposure of other operations (cf. 
Markides, 2013; Visnjic Kastalli and Van Looy, 2013). 
Ventures building on cross-industry cooperation are of 
particular interest to incumbent firms since such ven-
tures provide access to a wider resources base (finan-
cial, physical and intellectual) compared to when the 
firm is only active in its original business sector (cf. 
Giesen et al., 2007). Cooperation between enterprises 
can serve as a mechanism that promotes organiza-
tional learning, especially regarding the transfer of 
tacit knowledge (Tamer Cavusgil et al., 2003). Coopera-
tion thus facilitates the use of complementary assets 
and expertise between firms. Through cooperation, 
firms can improve their ability to manage complex rela-
tionships and share risks associated with, for example, 
policy or product development (Schibany et al., 2000). 
However, cooperation may also entail the establish-
ment of complex production systems, which frequently 
necessitates substantial investments in new business 
infrastructure. Moreover, for cooperation to function 
well, involved parties need to find common goals and 
incentives while building up trust (Hoejmose et al., 
2012). This means that the formation of the business 
model and the accompanying value chain constitutes 
a considerable part of the managerial work that goes 
into the building of a joint venture. Despite enjoying 
the benefits associated with a more mature resource 
base, the development and implementation of a busi-
ness model is still a considerable challenge for estab-
lished actors (Markides, 2013). Hence, the purpose of 
this paper is to explore the role that the value chain 
plays in business model innovation when incumbent 
firms cooperate to establish joint ventures. 

Firms that operate within the field of sustainable 
innovation are under particular pressure to establish a 
suitable business model (Boons et al., 2013). Sustain-
able innovations are often costly to the point where 
they are not competitive, successful ventures in this 
sector thus offer the opportunity to study critical suc-
cess factors. An example of successful cross-industry 
cooperation is SunPine, a manufacturer of pine-based 
biodiesel, bio-oil and resin. The main product, pine-
based biodiesel, is a sustainable alternative to fossil 
diesel fuel as it is carbon neutral in the sense that it 
does not add CO2

 to the atmosphere. SunPine operates 
from Piteå in northern Sweden. Since starting produc-
tion in 2010, the company reached a turnover of SEK 
950 million in 2016, producing 2 % of all diesel sold in 
Sweden during that year. SunPine claims that its bio-
diesel reduced CO

2
 emissions from diesel vehicles with 

more than 1 125 000 tons1 between 2010 and 2016. The 
company was founded through a cooperation between 
Sveaskog (Sweden’s largest forestry company, owned 
by the Swedish state and holder of a 25 % stake in 
SunPine), Södra (Sweden’s largest forestry coopera-
tive, producing mainly timber goods and pulp products, 
also holding a 25 % stake), Preem (a petroleum cor-
poration, owning oil refineries and a network of petrol 
stations in Sweden, likewise with a 25 % share) and 
Kiram (a Swedish biotechnology developer owning a 15 
% share). Four years after starting production, a new 
player got involved. Lawter, a global chemical company 
specialized in pine-based chemicals, became a partner 
by acquiring 10 % of SunPine. Together these compa-
nies possessed the intellectual and process-related 
resources necessary to develop the products that are 
currently offered. Furthermore, they represent the 
entire value chain from forest-based raw material to 
the consumer product. Södra provides SunPine with 
crude pine oil, a residue originating from the produc-
tion of pulp from forest resources, which in turn are 
provided by Sveaskog. Kiram represents the interests 
of the founder and inventor, who developed the initial 
prototype, whereas Lawter provides technological and 
process-related know-how as well as strategic insights. 
Preem processes the pine-based diesel in its refineries, 
mixing it with ordinary diesel into a blend consisting of 
at least 50 % renewable pine diesel. Through Preem’s 
network of petrol stations, the final product is then 

1 SunPine public presentation from 2017. 
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sold to end-consumers all over Sweden. Consequently, 
the board of SunPine joins representatives from the 
main suppliers of the raw materials used in the pro-
duction, the technology inventor, and the distributor of 
the final product. It is worth noting that even though 
SunPine is highly successful, much of its success can be 
attributed to the environmental policies implemented 
in Sweden with regards fuel taxes (cf. Palgan and 
McCormick, 2016). Without high taxes on fossil fuels 
bio-diesel would not be a competitive alternative.

Approach
The interaction between the supply chain and the busi-
ness model is a topic linked to managerial sensemaking 
about strategic issues (cf. Chesbrough, 2010; Tikkanen 
et al., 2005). Case studies are considered an appropri-
ate approach when exploring, analyzing and describing 
how individuals, such as managers, make sense of com-
plexity (Woodside and Wilson, 2003), making it a suit-
able research approach for this study. By allowing the 
researcher to address “why” and “how” questions in a 
broad and explorative manner, case studies enable the 
researcher to map contextual factors and help creating 
a picture of the logic behind a specific course of events 
(Yin, 2003). For this paper, we relied on interviews with 
business representatives involved in the founding and 
management of SunPine, including its CEO and the 
inventor that developed the technology around which 
the firm is built. The interviews were recorded and tran-
scribed with a low level of inference. In addition, sec-
ondary material such as annual reports, news and press 
material was gathered and used both for the formulation 
of the interview questions and for establishing a better 
understanding of the case firm’s context and develop-
ment. The analysis builds on SunPine being a paradig-
matic case (Flyvbjerg, 2006) of a successful cooperation 
between incumbent firms that collectively develop a 
business model through the pooling of  resources.

Key Insights
As is often the case with innovation processes, the 
development of SunPine’s business model was neither 
quick nor simple. Both value creation (i.e. the production 
processes) and the value offer (i.e. what type of products 
and what properties those products should possess) 

have changed over time. The idea behind the technol-
ogy that SunPine builds on was originally conceptual-
ized during the late 1990s by the inventor who is still 
represented in the firm through ownership of Kiram. In 
2005, the idea was tested in a small experimental plant 
with promising results. With the support of a finan-
cial service provider, the inventor engaged with several 
potential investors and established a ‘dream team’ of 
representatives from the value chain that would become 
the base of SunPine’s business model. These investors 
had skills and resources that were used to iron out any 
remaining problems related to the complex production 
process, gradually increasing the efficiency of the pro-
duction line. In 2010, a full-scale commercial production 
plant was opened and after some fine-tuning, plans 
were developed to complement operations with new 
types of production inputs as well as new outputs. The 
modifications meant that in 2016 SunPine could utilize 
two variants of the main raw materials and produce not 
only the two original products, pine-based diesel and 
bio-oils, but also resins (the result of the cooperation 
with Lawter) and turpentine. This development was the 
result of the capacity that the owners brought into Sun-
Pine and is tightly linked to the value chains that these 
firms already had in place. Making SunPine into a node 
for the value chains of its owners was a strategy pursued 
by the founder, who had the explicit goal to make Sun-
Pine part of a value chain that the owners would want 
to see grow at a rapid pace. Hence, the business model 
of SunPine can be said to be the result of an interweav-
ing of the different value chains that the owners already 
were engaged in. 

Analyzing SunPine we found three key lessons related 
to the success of the firm and the interplay between 
value chains and business model innovation for new 
joint ventures. First, the owners showed a common 
understanding not only of SunPine’s technology, but 
also of the potential of the resources that SunPine and 
its owners jointly possessed. This meant that it was 
possible to develop the business model further while 
increasing the yield of already existing value chains and 
introducing new partners without hurting the existing 
constellation. The common understanding also meant 
that it was important to the investors to keep key pat-
ents within SunPine. This arrangement provided clar-
ity in relation to the management of patent-related 
issues. Second, the case reveals the importance of 
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active and smart – both in the sense of being techno-
logically savvy and strategically astute – ownership. For 
example, Preem possesses expertise in relation to both 
present and future requirements for diesel fuels, as 
well as the demands of end-consumers. This is knowl-
edge that could take considerable time and effort to 
acquire, and especially so for an inventor with no pre-
vious experience of the fuel market. Hence, by having 
all the key players from SunPine’s value chain on the 
board, the strategic management team has an advan-
tage when analyzing up- and downstream trends. Fur-
thermore, it increases the quality of communications 
between these key stakeholders. Here the inventor’s 
ability to recruit a ‘dream team’ of dedicated actors 
that were willing to have ‘skin in the game’ appears 
to be a considerable success factor, both in relation to 
business model development and for the technological 
development of the product. Third, each of the firms 
that eventually became owners of SunPine has a long-
term dedication to sustainability and sees SunPine as 
a promising way for them and for society to move to 
a bio-based economy. SunPine thus represents a good 
fit both with existing value chains and with the greater 
strategic scope of each of the owners. The dedication 
to sustainability is also mirrored in the long-term con-
tracts that the backers have entered. Since the partners 
needed to be patient during the start-up and develop-
ment phase, the long-term dedication to both sustain-
ability and to SunPine was portrayed as crucial for the 
success of the firm. Additionally, the dependence of 
SunPine on environmental policies meant that there 
were, and still are, concerns about the political risks 
associated with the firm’s future. Without the dedica-
tion to the vision of a future bio-based economy, the 
constellation behind the firm, as well as its business 
model, would most likely have been quite different. 

Discussion and Conclusions
Studying the role that the external value chain played in 
relation to business model innovation for SunPine, we 
see an interaction that can be characterized as a pro-
cess of adaptation and mutual strengthening. The initial 
business model that the inventor brought to the nego-
tiation table was dependent on SunPine purchasing raw 
materials from existing supply chains dominated by large 
incumbent actors and selling its products to established 
industry leaders. This is a situation that, due to SunPine’s 

anticipated low bargaining power, squeezes profit mar-
gins. Furthermore, SunPine would be under constant 
threat of elimination through encroachment on both the 
supplier and the customer side. By making suppliers and 
customers into key stakeholders whose interests are con-
stantly present in the board room, the inventor assured 
that the growth of SunPine is something that is beneficial 
for actors located both up- and downstream in the value 
chain. Consequently, the investors will support the devel-
opment of SunPine’s business model in ways that both 
capitalize on, as well as strengthen, their own external 
value chains. The case study thus shows the importance 
of ‘smart capital’, i.e. investors that have an interest in 
contributing with their knowledge and resources in order 
to make the firm grow (cf. Bjørgum and Sørheim, 2015), 
as well as the necessity to shape the business model of 
joint ventures in a way that makes the growth of the firm 
into something that not only generates revenue in the 
form of dividends but also strengthens the value chains 
of the investors. In relation to business model research, 
this case study thus highlights the importance of own-
ership and the role that ownership plays in relation to 
the formation of both business models and new value 
chains. The case study therefore illustrates the impor-
tance of good governance (cf. Chesbrough, 2010; Zott 
and Amit, 2010) and the weight that this should be given 
when incumbent actors are involved in business model 
innovation for joint ventures. 

As pointed out in existing literature, the business model 
perspective on entrepreneurship and management has 
come to influence research on sustainable innovation to 
a degree where the commercialization process for sus-
tainable innovations has turned into a matter of finding 
and establishing a suitable business model (Boons and 
Lüdeke-Freund, 2013). Hence, concerning sustainable 
innovation, our case study shows how a shift to a more 
sustainable technology is facilitated by cooperative busi-
ness model development.  The case not only shows the 
possibilities and potential pitfalls of cross-industry part-
nerships conducted by incumbents with quite different 
scale and scope, but it also indicates that such collabora-
tions may contribute considerably to a more sustainable 
future. Finally, the study shows that this development 
can be achieved through a combination of cross-indus-
try cooperation and relatively simple but powerful policy 
incentives, such as taxes on fossil fuels and tax exemp-
tions for sustainable alternatives. 
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