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Abstract

The purpose of this study is to explore the role of dynamic capability in business model change in
Internet-based business start-ups and Internet-based business enterprises. This study reviews the
literature on business models, business model change, and dynamic capability, and defines
business model change as a dynamic capability that is expected to lead to increased speed of
business change and competitive advantages over the long term.

This empirical study of business model change is accomplished by the case study method. The
study is based on field data of four case companies regarding entrepreneurs’, business developers’,
and business leaders’ behavior and actions while they are utilizing the business model concept for
the purpose of business change. This study approaches business model change as a dynamic
capability from three dynamic capability cluster perspectives. It explores how businesses can use
the concept of business model for business decisions as well as how they can use the concept of
business model to improve the speed of business change after new business opportunities or
threats are found. The analysis identifies the process of business model change and factors that
affect business model change, and the outcomes are results from three dynamic capability clusters
that Internet-based companies are able to follow in a fast-changing business environment.

This study develops a posteriori model proposing that a dynamically capable business model
change consists of sensing, seizing, and transforming activities to obtain successful business and
competitive advantages over the long term. A posteriori model of business model change as a
dynamic capability creates a framework to support a quick business model change, especially in a
fast-changing business environment. This study adds a dynamic capability viewpoint to the
business model literature pertaining to business modeling and business model change. Regarding
the managerial implications, this study shows how entrepreneurs and business owners can utilize
the concept of business model in order to support a quick business change and possibly gain a
competitive advantage in the long term. The study results indicate that internal and external factors
for business model change are company-specific and those vary between the start-up and
enterprise. And thus, a successful business model change can be achieved through analyzing and
further developing these company-specific factors. These factors can be seen as a micro
foundation of dynamic capability, and development of these factors can improve competitive
advantage.

Keywords: business model, business model change, business model innovation,
business modeling, competitive advantage, dynamic capability
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Tiivistelmä

Tässä tutkimuksessa tarkastellaan nuoreen Internet liiketoimintaan pohjautuvaan kasvuyrityk-
seen ja kypsiin Internet liiketoimintaan pohjautuviin yrityksiin tehtyjä liiketoimintamallimuutok-
sia dynaamisten kyvykkyyksien näkökulmasta. Tutkimuksen aihetta lähestytään nuoren kasvu-
yrityksen sekä kypsien yritysten kannalta ja työn teoreettinen viitekehys rakennetaan liiketoi-
mintamallin, liiketoimintamallimuutoksen sekä dynaamisen kyvykkyyden tutkimusjulkaisujen
kautta. Työssä liiketoimintamallimuutos määritellään dynaamiseksi kyvykkyydeksi joka kehit-
tyy eri toimintojen avulla. Tämä dynaaminen kyvykkyys voi mahdollistaa nopeamman liiketoi-
mintamuutoksen ja pitkällä aikavälillä se voi vaikuttaa myös kilpailuedun saavuttamiseen.

Työn empiirisessä osassa liiketoimintamallimuutosta tutkitaan tapaustutkimusmenetelmällä
neljässä yrityksessä. Yrittäjien, liiketoimintakehittäjien, sekä johtajien käyttäytymistä ja toimen-
piteitä tutkitaan liiketoimintamallikonseptin kautta muutostilanteessa. Työssä dynaamista liike-
toimintamallimuutosta lähestytään kolmen dynaamiselle kyvykkyydelle määritellyn klusterin
kautta (havaitseminen, tarttuminen, sekä uhkien hallinta ja muuntautuminen). Nämä klusterit toi-
mivat erityisesti silloin kun yritysten tulee tehdä nopeita liiketoimintapäätöksiä ja liiketoiminta-
muutoksia. Analyysissa tunnistetaan liiketoimintamallin muutosprosessi, sekä sisäiset ja ulkoi-
set tekijät joilla on vaikutusta liiketoimintamallimuutokseen. Lopputulokset ovat seuraus kol-
mesta dynaamisen ominaisuuden klusterista joita organisaatioiden tulisi huomioida nopeasti
muuttuvassa ympäristössä.

Tutkimuksessa kehitetään jälkikäteismalli jossa liiketoimintamallimuutos dynaamisena
kyvykkyytenä synnytetään dynaamisen kyvykkyyden klustereissa esiintyvien toimenpiteiden
kautta. Näiden toimenpiteiden avulla on mahdollista saavuttaa pitkällä aikavälillä menestystä ja
mahdollisesti myös kilpailuetua. Jälkikäteismalli tukee dynaamista liiketoimintamallimuutosta
nopeasti muuttuvassa liiketoimintaympäristössä. Työn teoreettinen kontribuutio on erityisesti
dynaamisen kyvykkyyden näkökulma liiketoimintamallintamiseen ja liiketoimintamallimuutok-
seen. Työssä osoitetaan myös kuinka yrittäjät ja liiketoimintaomistajat voivat käytännössä hyö-
dyntää liiketoimintamallikonseptia nopeasti tehtävään liiketoimintamuutokseen. Tutkimustulok-
set osoittavat, että sisäisillä ja ulkoisilla tekijöillä on vaikutusta liiketoimintamallimuutokseen.
Nämä tekijät ovat yrityskohtaisia, ja nuoren kasvuyrityksen ja kypsien yritysten väliltä löytyy
eroja. Sen vuoksi onnistunut liiketoimintamallimuutos voidaan tehdä näitä tekijöitä analysoimal-
la ja kehittämällä.

Asiasanat: dynaaminen kyvykkyys, kilpailuetu, liiketoimintamalli,
liiketoimintamallimuutos, liiketoimintamallin innovointi
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1 INTRODUCTION 

Why? 

The power of the Internet stems from permitting easy, universal access to a wide 

audience at a low cost (Hallowell 2001, Lee & Whang 2001). According to Internet 

World Stats (derived 1.6.2013), the worldwide annual user population on the 

Internet reached 2.712 billion with a penetration rate of 37.9% (% of population 

using Internet), and the increase was 656% between 2000 and 2013. This rapid 

growth of Internet users has made the Internet an increasingly important and 

attractive platform for business transactions (Chong, Shafaghi, Woollaston & Lui 

2010). As a result, more companies are opening new Internet channels and more 

buyers are ordering over the Internet (Johnson & Wang 2002), as the Internet is 

profoundly affecting almost all businesses (Terzi 2011) and business models (e.g. 

Chesbrough & Rosenbloom 2002, Magretta 2002). Hence, business models need 

to change if companies are to achieve sustained value creation (Achtengagen, 

Melin & Naldi 2013: 427). 

The rapid pace of technological developments coupled with the growth of 

Internet-based businesses gives rise to enormous opportunities for creation of new 

wealth (Amit & Zott 2001). An increasing number and variety of companies and 

organizations are exploiting and creating business opportunities over the Internet 

(Liao & Cheung 2001: 299), and Internet-enabled opportunities appear as limitless 

as the imagination (Lee & Whang 2001). Therefore, all organizations should 

understand what opportunities are available for them, and recognize how their 

company could be vulnerable if their competitors seize these opportunities first 

(Ghosh 1998). Everyone in an organization should contribute to the process of quickly 

evaluating these opportunities and acting decisively (Kalakota & Robinson 2000), 

which will allow the organizations to commercialize emergent ideas and 

technologies through their business models (Chesbrough 2010). The success of any 

company requires the selection and application of a winning business model 

(Kalakota & Robinson 2000). Key elements for a successful business model often 

include technology, market offering, and network architecture (Mason & Spring 

2011).  
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What? 

Corresponding business models associated with Internet technology are of great 

significance to the success of many businesses in various industries (Dai & 

Kauffman 2001). Internet-enabled business models are as limitless as the 

imagination, and new business models are continuously being developed. By 

adopting effective Internet-based business strategies, all companies can realize 

great returns. These returns can be realized, for instance, through efficiency 

improvements, better asset utilization, faster time to market, enhanced customer 

service and responsiveness, penetrating new markets, higher return on assets, and 

ultimately through improved shareholder value (Lee & Whang 2001). Without a 

well-developed business model, any company can fail to deliver or capture value 

from its innovations (Teece 2010). For instance, value in Internet-based business 

models may come from automation, increased scale, and learning (DeYoung 2005). 

Therefore, these companies should understand that Internet-based business requires 

many business segments to be connected to each other (Damanpour 2001) and, 

thus, every successful Internet-based business requires the formulation of an 

effective business model (Gordijn & Akkermans 2001).  

In today’s fast-paced environment, dynamic course corrections are often 

required to bring new business models into markets (Giesen, Riddleberger, 

Christner & Bell 2010), but an effective Internet-based business model can be hard 

to create (Ghosh 1998). In one view of the business model concept in the literature, 

a business model specifies what the company does to create value (Rappa 2004: 

34). And when companies compete against different business models, it can be 

difficult to predict which business model will perform the best (Casadeus-Masanell 

& Ricart 2011), and companies generally encounter difficulties when changing 

their existing business models (Teece 2010). Indeed, many companies struggle to 

answer the simple question: “What is the best business model?” They soon 

discover that there is no basic model (Damanpour 2001) or simple formula for 

creating a good business model (Bridgeland & Zahavi 2008: 203). Hence, over the 

long term, continuous business model innovation is an important capability for the 

company to possess (Sosna, Trevinyo-Rodrıguez & Velamuri 2010). 

Change is ongoing and a never-ending process of organizational life (Van de 

Ven & Sun 2011), and companies should constantly renew and reconfigure 

themselves to survive in the changing environment (Ambrosini & Bowman 2009). 

In order to continuously improve the organization’s knowledge and identify 

problems and possible solutions, the company leaders must understand how their 
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business is aligned with their organizational strategy and how the established 

information systems are supporting their business (Vasconcelos et al. 2001). In one 

perspective, a business model indicates cause and effect relationships between the 

organizational strategy and the influencers in the organization (Bridgeland & 

Zahavi 2008: 30); thus, in a fast-changing business environment, organizations are 

expected to rethink and revisit their business model more frequently than in the past 

(Giesen et al. 2010: 25). In another perspective, while organizations are developing 

and learning, they can utilize more business model elements on the appropriate 

level, furthering their advantage, and develop the rules that can guide their 

operations and continuous growth (Morris et al. 2005: 733). Well-executed 

business model changes can provide competitive advantages, especially when the 

business environment is changing (Osterwalder, Pigneur & Tucci 2005, 

Chesbrough 2010). Hence, a business model for an Internet-based business 

demands continual review to ensure that it fits with the complex, uncertain, and 

rapidly changing external environment (Al-Debei & Avison 2010: 374). The 

learning and commitment building serve to improve efficiency, promote growth, 

and help manage uncertainty (Vahlne & Johanson 2013).  

How? 

When a company decides to create a new business model or change an existing 

business model, the process of visualizing and developing the new business model 

will improve the planning and implementation phases of business change 

(Osterwalder et al 2005). Similarly, McGrath (2010: 248) indicates that “business 

model analysis gives us a sense of companies in action, but this dynamic 

perspective is not central to two ideas about the genesis of competitive advantage 

that are well-accepted in strategy: the industry positioning view or the so-called 

resource-based or dynamic capability view.” However, the strategy professionals 

often do not have enough experience to use a business model as a strategic tool, 

and thus, usage of a business model concept is expected to be clear in the beginning 

of the process to ensure that the needed change is successful (Hacklin & Wallnöfer 

2012: 183). Additionally, a complex business model requires a leader who is 

capable of: communicating a common vision, managing ongoing conflicts, 

building variable organizational designs, and long-term integrative thinking (Smith, 

Binns & Tushman 2010). Typically, a good business model design requires the 

concerted and collaborative efforts of the top management team and even more 

efforts when the business model changes and innovations are far-reaching (Leih, 
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Linden & Teece 2014). Therefore, “management's ability to identify, develop, and 

utilize in combination specialized and co-specialized assets built or bought is an 

important dynamic capability, but it is not always present in enterprise settings” 

(Teece 2007: 1338).  

The business model change can involve new value propositions in terms of 

products and services, the way these offerings are delivered and supported, a new 

organizational structure to provide these offerings, and old value propositions that 

are provided in fundamentally new ways (Rouse 2005: 279). Change can also be 

linked to the type of company; business models for survival, lifestyle and growth; 

and the speculative companies might be expected to vary in formality, uniqueness, 

and complexity (Morris et al. 2005: 733). A study by Autio et al. (2000) 

demonstrates the importance of knowledge and learning for a company’s growth, 

and both are especially important when the company operates in a dynamic 

environment. Similarly, a study by Vahlne, Ivarsson, and Johanson (2011) indicates 

that a dynamic environment will make finding the optimal solution more complex. 

In this context, Linder and Cantrell (2000) speak of so-called change models that 

are the core logic guiding how the company will change its business over time to 

remain profitable in a dynamic environment. From the same perspective, Helfat et 

al. (2007: 19) state that “key ingredients of dynamic capabilities include 

organizational processes directed toward learning and innovation, the basic 

manner in which a business is designed, as well as the decision frames and 

heuristics that inform firms’ investment choices over time.”  

From the business model perspective, a start-up company usually revises its 

business model at least four times before it becomes profitable (Johnson, 

Christensen & Kagermann 2008), and these business model improvements can 

make a big difference for creating a competitive advantage (Mitchell & Coles 2003). 

To be a source of competitive advantage, the business model should be more than 

a logical way of doing business (Teece 2010), and effective business model design 

involves assessing internal and external factors (e.g. Giesen et al. 2010, Al-Debei 

& Avison 2010). Hence, Teece, Pisano, and Shuen (2007: 510) suggest that “The 

dynamic capabilities approach is promising both in terms of future research 

potential and as an aid to management endeavoring to gain competitive advantage 

in increasingly demanding environments.” 
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1.1 Purpose of study and research question 

The world is changing fast and digital data and technologies have become an 

integral aspect of 21st century life (Pennock 2007). And in Internet-based 

businesses, the focus shifts from physical to digital assets, and old business models 

are morphing into new business models in which information is replacing the 

inventory and digital products are replacing the physical goods (Kalakota & 

Robinson 2000). Therefore, success or failure depends on a company’s ability to 

incessantly question and adapt its way of doing things to survive the sustained 

dynamic and radical changes in the business environment (Malhotra 2000). In a 

dynamic environment, it becomes even more difficult for a company to sustain any 

competitive advantage (Barreto 2010: 257, Teece 2012: 1396).  

The Internet imposes a greater demand for a very high level of adaptability to 

incorporate dynamic changes into the business architecture (Malhotra 2000). The 

business model choice is a defining architecture for the business, but once it has 

been established, the companies often face difficulty when changing their existing 

business model (Teece 2010: 2). The need for business model change may come 

from outside or inside a company (Ojala & Tyrväinen 2011: 7; Demil & Lencocq 

2010). From an external change perspective, Kalakota and Robinson (2000) 

suggest that when the environment changes, the Internet-based companies should 

answer four questions: 1) Do we understand the emerging business models? 2) Are 

we investing in the right business opportunities? 3) Are we attacking these 

opportunities using the right business model? 4) Are these opportunities ever going 

to be profitable? From an internal change perspective, the first business model is 

often quite informal and part of a learning process. After some time, a formal and 

explicit business model is more effective, but ongoing experiments and fine tuning 

are still needed (Morris, Schindehutte & Allen 2005: 733).  

 The performance of an organization depends on the fit between the 

environment, structure, and processes of the organization (Drazin & Van de Ven 

1985), and the better a company manages to create a good fit between its 

environment, strategy, and structure, the better this company will perform 

(Gammeltoft, Filatotchev & Hobdari 2012). The Internet-based business domain is 

characterized by rapid change and, to compete successfully, all organizations must 

be able to combine resources in new ways to gain additional resources, and to 

organize spare resources repeatedly and rapidly. These skills are emerging in the 

strategic management literature under the term dynamic capabilities. (Daniel & 

Wilson 2003.) To survive in this dynamic market environment, a company requires 
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dynamic capabilities, including the ability to systematically anticipate changes in 

the market environment and adapt to them (Teece et al. 1997, Eriksson 2014), and 

strong dynamic capabilities are critical for a company’s success (Teece 2012). 

Hence, with the current dynamic and changing markets, it is no longer easy to 

sustain a well-developed set of capabilities, and the ability to change and adjust 

existing capabilities quickly is often deemed to be more important (Schreyögg & 

Kliesch-Eberl 2007).  

With strong dynamic capabilities, a management team can quickly recognize 

the incipient challenges and perhaps even anticipate these challenges (Leih et al. 

2014): “Companies that innovate in their business models to take advantage of new 

markets have the potential to lead in developing new knowledge-exchange 

industries, and also enjoy unprecedented opportunities, simultaneously and 

dynamically, to develop underlying resources grounded in knowledge capital that 

can serve as the basis of sustainable competitive advantage for the long-term” 

(Gambardella & McGahan 2010: 269). Similarly, Teece and Augier (2009) point 

out that without dynamic capability, competitive returns can only be sustained for 

a limited time. When dynamic capability is weak, the pressure will build to 

dangerous levels in the absence of an organized management response, and this 

may sometimes lead to “ad hoc problem solving” (Winter 2003: 993). 

The business model can be seen as a method for doing business (Rappa 2004: 

34), and the business model may have the capacity to break dominant cognitive 

frames by introducing a new perspective into an organization’s strategic thinking 

(Hacklin & Wallnöfer 2012: 171). Thus, business models can support an 

organization’s efforts to move toward a new future and to implement change 

(Bridgeland & Zahavi 2008: 25). The business model concept is a powerful idea for  

strategic thinking and research, and the business model concept will allow us to 

shift our focus from the preoccupation with resources to a focus on how those 

resources are used (McGrath 2010). Since a dynamic capability approach focuses 

attention on the company’s ability to renew its resources in line with changes in its 

environment (Bowman & Ambrosini 2003), it follows that McGrath (2010) 

discusses this dynamic capability view in the context of the business model concept. 

Also, Jacobides and Winter (2012: 1376) state that a more detailed analysis of the 

contents of the business model can increase our understanding of the origin and 

evolution of capabilities.  

In recent years, the innovation efforts of companies that are searching for 

competitive advantages have also encompassed the realm of the business model 

(Hartmann & Oriani 2013). For instance, Helfat et al. (2007) suggest that a business 
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model concept can foster a new and dynamic approach within strategic 

management in terms of competitive advantage. Also, McGrath (2010) defines 

business model as a concept that is closer to action, and working with a business 

model may improve the conditions of managers’ work when they are making 

decisions during their ongoing search for temporary competitive advantage in a 

turbulent environment. Although business models have been a popular topic in  

research, no systematic effort has been made to date to discuss and research the 

dynamics of business models in a fast-changing environment (Zott, Amit & Massa 

2011). Also, Palo & Tähtinen (2011) point out that business model studies are 

frequently scholarly and theoretical, and they are seen as mostly static, disregarding 

change and dynamics; thus, these studies probably don’t help companies adapt in 

an ever-changing marketplace.  

From a dynamic capability perspective, Weerawardena, Mort, Liesch and 

Knight (2007) suggest that the literature on dynamic capability requires a 

conceptualization that captures the processes of dynamic capability building within 

a company, but a process approach for investigation of dynamic capabilities in a 

specific context is also needed. Dynamic capabilities are company-specific, but 

researching them requires an intimate knowledge of a given company and the 

ecosystem in which it cooperates and competes (Teece 2007: 1345). The 

consequences of dynamic capabilities on performance can be direct or indirect 

through the effects on operational capabilities (Eriksson 2014), and dynamic 

capabilities have been shown to induce changes in the company`s environment too 

(Järvenpää & Leidner 1997). Similarly, business model innovation focuses on 

changing the value delivery system of a company (Mitchell & Coles 2003, 2014). 

The Internet imposes a greater need for a very high level of adaptability to 

incorporate dynamic changes into the business architecture (Malhotra 2000). As 

already stated, many strategy professionals don’t have much experience in using 

business models as strategic tools, and thus technical use of concepts is supposed 

to be obvious from the beginning to ensure that the needed change is successful 

(Hacklin & Wallnöfer 2012: 183). 

Starting from this, the purpose of this research is to study business model 

change as a dynamic capability. For instance, Amit and Zott (2001:516) support 

this approach by pointing out that “…the importance of adapting business models 

is increasingly acknowledged… and the study of electronic business dynamics and 

business model design is needed.” Also Achtenhagen, Melin and Naldi (2013: 439) 

conclude that academics and managers should understand better how companies 

change and develop their business models to achieve sustained value creation. To 
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understand business model change as a dynamic capability, this study first explores 

the literature on the business model concept, business model change, and dynamic 

capability in order to provide an overview of what is currently known about 

business model change as a dynamic capability. After this, building on the literature 

review, an a priori model of business model change as a dynamic capability is 

developed to understand the theoretical objectives of this study. This is followed 

by an empirical study of four Finnish case companies that have been changed or 

are planning to change their existing business models, either to survive forthcoming 

business challenges or to take advantage of new opportunities. To reach the 

empirical objectives of this study, this study offers data on how selected case 

companies are changing their existing business models from the dynamic capability 

perspective. To achieve the theoretical and empirical objectives, a main research 

question governs this study: How can business model change be understood as a 

dynamic capability?  

The development of successful business models has become a necessity in 

turbulent business environments (Heikkilä, Bouwman, Heikkilä, Solaimani & 

Janssen 2016: 337). Successful businesses are those that evolve rapidly and 

effectively, and these businesses are considered to attract every resource in the 

cooperative networks (Moore 1993: 75). Now, the environment of the digital 

service industry changes faster than ever, and finding optimal solutions can be very 

difficult for company managers. But, a dynamic capability can help an organization 

and especially its top management to develop conjectures, to validate or reject them, 

and to realign assets as required (Teece 2012: 1396). This research aims to 

contribute first by creating a priori model to understand and to analyze business 

model change from the dynamic capability perspective, and second by developing 

a posteriori model for business model change as a dynamic capability. With these 

models, this thesis also aims to support organizations, entrepreneurs, business 

developers, and business owners in Internet-based businesses in their efforts to 

react faster to any changes coming from inside or outside the company. 

The context of this research is Internet-based businesses. The existing 

vocabulary in Internet-based businesses uses the terms e-business, electronic 

business, and Internet business to describe the businesses that utilize Internet 

technology. In this research, Internet-based business encompasses all of these terms. 

From the dynamic capability perspective, based on the literature review, 

dynamic capability has process-, routine-, and resource-based views, but this 

research will study dynamic capability on the basis of dynamic capability’s three 

groups of activities and adjustments (i.e. sensing, seizing, transforming). These 
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clusters guide the decisions regarding whether to renew, redeploy, recombine, 

reconfigure, replicate, or retire the organization’s capabilities (Teece 2007). Hence, 

this view offers a valuable construct for studying the organizational activities 

during the constructive process of business model change (e.g. evaluation, 

modified goals, goal formulation, and implementation) from a dynamic capability 

perspective. 

From the business model perspective, the focus of this research is not on the 

creation of archetypes of business models, but in the activity view of business 

models. In the activity system view, the business model defines how the company 

conducts business in order to successfully exploit a business opportunity. 

Successful exploitation of a business opportunity typically involves all value chain 

activities and, therefore, business opportunity exploitation may involve activities 

from external organizations. The selected business model wheel that is discussed 

in detail in chapter 4.2 describes the business model as an activity system from the 

internal and external activity perspective. This business model typically addresses 

three questions: 1) what creates the value, 2) how value is created, and 3) why value 

is created, but the business model wheel also answers the “where” question. The 

where section indicates the source of activities, and every activity in the business 

model wheel can be either internal or external. In addition to earlier action-based 

business models, a business model wheel also specifies business model elements. 

Hence, the business model wheel offers an excellent tool for studying business 

model change.  

There can be several different approaches to studying the change process. This 

research will explore business model change from the organizational development 

and change perspective. In the literature of organizational development and change, 

the evolution and dialectic process theories are focused on multiple entities (e.g. 

business model elements), and the life-cycle and teleology process theories are 

focused on a single entity (e.g. business model). This research is not intended to 

study how the elements of business models are changing; instead, it explores how 

an organization changes its business model. This focus, together with a selected 

activity system view, supports the selection of a teleology process approach. The 

teleology process theory is based on the assumption that a developing entity is 

purposeful and adaptive (e.g. business model), and this constructive process 

consists of evaluation, modified goals, goal formulation, and implementation 

phases.  

In one view, business model innovation consists of the replacement of an 

existing business model (Mitchell & Coles 2003), but in other view, business model 
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innovation also has a constructive structure (e.g. Frankenberger, Weiblen, Chik & 

Gassmann 2013, Gassmann, Frankenberger & Csik 2014). For instance, Pohle & 

Chapman (2006) assert that business model innovation delivers results, and their 

study defines six benefits that were reported by a large group of business model 

innovators. Results of their study indicate that the top benefits of business model 

innovation are cost reduction and strategic flexibility. Business model innovation 

also allows companies to specialize and move more quickly to seize growth 

opportunities when they emerge, and it helps organizations to become more nimble 

and responsive. Also, Amit and Zott (2012) point out that business model 

innovation can occur in many ways in the activity system view of business models: 

1) by adding novel activities (i.e. business model innovation as new activity system 

“content”), 2) by linking activities in novel ways (i.e. business model innovation as 

new activity system “structure”), and 3) by changing one or more parties that 

perform any of the activities (i.e. business model innovation as new activity system 

“governance). These examples indicate that in the selected activity system view of 

business models, business model innovation is about changing the existing business 

model. Therefore, this research views business model innovation and business 

model change as interchangeable terms.  

1.2 Methodological approach and setting of the study 

This study adopts interpretive paradigm as a philosophical standpoint to investigate 

business model change as a dynamic capability. The interpretive paradigm is 

informed by a concern for understanding the world as it is, and it seeks explanation 

within the frame of reference of the participant (Burrell & Morgan1979: 28). One 

of the main goals for interpretive research is creation of insight, and another is 

formation of new concepts for organizational members and researchers in such a 

way as to enhance understanding of organizational life and allow for undistorted 

discourse (Deetz 1982). In this study, the aim of applying interpretive research is 

to explore and investigate the process and factors that affect business model change, 

and the actions taken and changes made by the organizations. 

An interpretive approach provides deep insight into “the complex world of 

lived experience from the point of view of those who live it” (Schwandt 1994:118). 

The interpretive case study starts with the creation of an initial theoretical 

framework that creates a sensible theoretical basis to inform the topics and 

approach of the early empirical work (Walsham 1995: 76). This particular study 

develops the theoretical model inducted from the current literature that serves as an 
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a priori model for guiding the empirical data collection. Even theory provides 

valuable initial guidance; it is desirable to preserve a considerable degree of 

openness to the field data and a willingness to modify initial assumptions and 

theories (Walsham 1995). In data analysis, empirical knowledge is built based on 

the data collected, and analysis discusses the emerging issues grounded in the real-

life context. The theoretical model will be revisited in the discussion section by 

comparing the empirical data and a priori model of business model change as a 

dynamic capability. Finally, a posteriori model of business model change as a 

dynamic capability will be developed by combining the theoretical model and 

empirical insights. 

Case study research, in general, allows expanding and generalizing theories by 

combining the existing theoretical knowledge with new empirical insights (Yin, 

1994). Multiple case studies are desirable when the intent of research is description, 

theory building, or theory testing, and it allows for cross-case analysis and the 

extension of theory (Benbasat, Goldstein & Mead 1987). A multiple qualitative 

case study has been chosen as the research method in this study. The cases serve as 

a context through which the qualitative data from companies is collected. The 

qualitative data provides a rich description of the business model change from the 

point of new business model validation until change (if any) and allows the business 

model development team to show their way of working, enabling factors, limiting 

factors, and decisions during the process of business model change. The selected 

cases serve as a context through which the start-up and enterprise actions and 

selections are gathered. The multiple case studies make cross-case comparisons 

possible, and the collective understanding of the topic from different companies 

will increase the validity and reliability of the research. 

Fieldwork is the fundamental basis of interpretive study (Walsham 2006), and 

interpretive researchers are expected to acknowledge that participants can also be 

seen as interpreters and analysts (Klein & Myers 1999: 74). Interpretive research 

often requires in-depth case studies, where research involves frequent visits to the 

field for an extended period of time (Walsham 1995), and thus interpretive 

researchers are expected to gain and maintain good access to appropriate 

organizations for their fieldwork (Walsham 2006: 322). The empirical evidence for 

this research was collected in a TEKES-funded program with a focus on Internet-

based businesses, which provides the setting for this study. First, it offers a great 

place to study small, mid-size, and large companies that are facing real 

opportunities and challenges over the Internet. Second, the TEKES program is 

intended to promote cooperation between academia and the business community, 
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and it supports a new type of business and academic collaboration. These goals 

support the notion that business researchers have access to various companies 

within the program. These results would not be possible in a different environment. 

Third, TEKES-funded programs typically last three to four years. Since the process 

of business model change has many phases, the program offers the opportunity to 

carry out an in-depth study of the entire process of business model change. Fourth, 

access to business development teams represents one of the most significant 

challenges for the researcher. During the program, business researchers had access 

to multiple business development teams and organizations. 

For these reasons, the context of the TEKES program is a fertile resource for 

collecting rich primary research data for this study. The empirical data draws from 

both start-up and enterprise viewpoints while focusing on the dynamically capable 

process of business model change in the context of Internet-based businesses. Each 

case study shows the activities of business model change and highlights the 

enablers and limiting factors regarding business model design options. The 

empirical data emphasizes the dynamic capabilities of business model change and 

the organization’s efforts in business model change. The empirical data also aims 

to define the outcomes or consequences of different companies to reveal an overall 

process of business model change from the dynamic capability perspective. The 

case studies are in high-technology industries that typically face new risks and 

opportunities. Due to the nature of the products and services, the businesses often 

utilize Internet technology. The case studies included in this research are done in 

the Software Cloud and Need for Speed programs of TEKES, where the research 

project was carried out. These TEKES programs allowed for the establishment of 

a relationship within the companies and the ability to collect follow-up data 

whenever needed. In order to draw a clear picture of the importance of business 

model change, the six cases were carefully selected to represent different situations, 

as described below. 

Case one, Alpha – Sensing: represents the business model change process of a 

start-up that found a new business opportunity. The new opportunity was the usage 

of existing technology in a new business segment of Alpha.  

Case two, Gamma – Sensing: represents the business model change process of 

an enterprise that found a new business opportunity. The new opportunity was to 

merge three existing product lines of Gamma into one business line with a focus on 

existing markets. 
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Case three, Alpha – Seizing: represents the business model change process of 

a start-up that found a new business opportunity. The new opportunity was the 

introduction of existing technology for a new market segment of Alpha. 

Case four, Delta – Seizing: represents the business model change process of an 

enterprise that found a new business opportunity. The new opportunity was to 

introduce a new software product for a new/existing market segment of Delta. 

Case five, Alpha – Transforming: represents the business model change 

process of a start-up that found a new challenge/opportunity. The business model 

change was the usage of cloud software technology for an existing business of 

Alpha. 

Case six, Beta – Transforming: represents the business model change process 

of an enterprise that found a new challenge/opportunity. The business model 

change was the usage of cloud software technology for an existing business of Beta. 

These purposely selected cases representing six distinct situations provide a 

clear picture of the dynamically capable business model change from the dynamic 

capability clusters of sensing, seizing, and transforming perspectives. These six 

cases serve wide enough bases for the internal and external variables of the business 

model change analysis. This selection of case companies also allows for field data 

comparison between start-up and enterprise businesses.  

1.3 Planned contribution of the study 

The sustainability of any business model is unclear because market changes can 

quickly make an existing business model obsolete or less profitable (Sosna et al. 

2010). In today’s fast-paced environment, a dynamic course correction is often 

required to bring new business models into the markets (Giesen et al. 2010). 

Business model change is an iterative process and it requires new designs, 

prototypes, and testing (Gessmann et al. 2014, Teece 2010). Similarly, Linder and 

Cantrell (2000) discuss change models that represent the core logic of how the 

company will change over time to remain profitable in a dynamic environment. A 

business model concept can foster a new and dynamic approach within strategic 

management in terms of competitive advantage; there is no specific research on 

business model literature that studies the process of business model change from 

the dynamic capability perspective. This study takes the dynamic capability 

viewpoint as a means of exploring business model change and considers business 

model change as a dynamic capability in the context of Internet-based businesses. 

From the business model concept perspective, the selected case study method of 
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this research has the potential to offer new insights on how Internet-based 

companies are utilizing a business model concept to sustain profitable and 

successful businesses in a dynamic environment. 

In addition, the dynamic capability literature suggests that superior 

performance requires proper alignment with internal design variables (e.g. 

organizational structure) and external context variables (e.g. technological change), 

and the better a company manages to create a good fit between its environment, 

strategy, and structure, the better it will perform (Gammeltoft et al. 2012). Since 

business model choices define the architecture of the business, (Teece 2010) a 

business model may be considered a structure. Gammeltoft et al. (2012) point out 

that the economic environment will trigger efforts in companies to maintain a good 

fit between environment, strategy, and structure, and by realigning strategies and 

structures within changed circumstances, companies can sustain their performance 

or even take advantage of emergent opportunities. Like structure, the business 

model is also affected by internal and external factors, and thus the business model 

design needs to be assessed against the internal and external factors. Hence, this 

research aims to determine the internal and external factors that impact business 

model change. Due to the context of this research, results are preliminarily focused 

on businesses that utilize Internet technology. Internet technology is rapidly being 

incorporated into various business fields, and therefore these results can offer value 

for many businesses. 

A dynamic capability is company-specific, but it requires intimate knowledge 

of the company and the ecosystem in which the enterprise operates and competes 

(Teece 2007: 1345). For instance, start-ups are gaining market share through the 

Internet, and putting pressure on old-fashioned companies to quickly find the 

appropriate structure for their Internet operations (Damanpour 2001). New 

companies are often able to adapt and compete in a new and dynamic environment 

(Autio, Sapienza & Almeida 2000: 919), and we can observe many successful 

companies with multimillion-dollar businesses (e.g. Facebook, Groupon, or 

Salesforce) that are former Internet-based start-ups (Stampfl, Prügl & Osterloh 

2013, Markides 2006). Therefore, this study compares start-up and enterprise 

companies from the business model change perspective, and explores the main 

differences in the internal and external factors of business model change between 

these different companies. 

The strong empirical foundation of this study aims to suggest the managerial 

implications for all business developers (i.e. business owners and entrepreneurs) in 

start-up and enterprise companies who are planning to develop, change, or 
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implement their organizational business model. This research also aims to 

emphasize the importance of business model concept usage and contribute  further 

knowledge on business model change. The internal and external factors will be 

presented together with the main differences between start-up and enterprise 

companies. By the context of this study, these implications are limited and intended 

to contribute results primarily for businesses that utilize Internet technology. 

1.4 Research structure 

The introduction chapter of this research presents the theoretical and empirical 

setting of the study, including the introduction of business model change as an 

approach to the study’s scope. First, this chapter describes the theoretical and 

empirical objectives and formulates the research question underlying this study. 

The chapter then continues with the methodological approach and settings of this 

research, the empirical setting of the study, its planned contributions, and finally a 

description of the structure of the study. 

The second chapter introduces the context of the study. This chapter explains 

Internet-based business and provides the background knowledge on electronic 

commerce, electronic business, and cloud computing over the Internet. This 

knowledge is used neither as an analyzing tool nor as the content of the analysis. 

The main purpose of this chapter is to introduce an overview, terminology, and 

technology-related information for Internet-based businesses for the reader.  

The third, fourth, and fifth chapters frame the relevant literature. The third 

chapter provides background knowledge on dynamic capability, particularly from 

the resource-based, and process- and routine-based views. The chapter begins with 

a literature review regarding dynamic capability that covers its importance for the 

competitive advantage of a company, as well as the importance of dynamic 

capability development. Three groups of activities and adjustments of dynamic 

capabilities as a research context are also introduced. Finally, this chapter explores 

a theoretical view of dynamic capability clusters (i.e. sensing, seizing, transforming) 

to study business model change. The fourth chapter starts with a definition of 

business model and discusses the strategic view of business models. Next, the prior 

literature on business model change is discussed. Following the internal and 

external factors in business model change, business model change is further 

clarified by defining the four phases of process: evaluation, modified goals, goal 

formulation, and implementation. Finally, the fourth chapter offers a business 

model change process that follows the teleology process theory. The fifth chapter 
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starts with a literature review of business model change from the perspective of 

dynamic capability clusters: sensing, seizing, and transforming. Finally, the fifth 

chapter builds an a priori model for the empirical study. The a priori model consists 

of the business model change process, and internal and external factors, and all 

these elements are based on the activities of sensing opportunities, seizing 

opportunities, and transforming opportunities and managing threats.    

The sixth chapter discusses the research method, which involves adopting 

interpretive as a philosophical viewpoint for the study. The research takes a 

multiple case study approach and investigates four companies that are changing or 

planning to change their business models. This chapter also explores how these 

case companies were selected, describes the process of data collection, and 

provides details about each case study to demonstrate the validity of the study. This 

chapter ends with a discussion of research quality, which is based on the selected 

case method. 

Interpreting and analyzing the collected data is an essential part of the seventh 

chapter. First, the pre-study results are offered to illustrate company understanding 

of business models and their usage. Next, this chapter further explores business 

model change from three perspectives: sensing, seizing, and transforming. This 

chapter also explores the internal and external factors that influence the business 

model change, as well as the process for business model change. The internal and 

external factors are studied on the basis of created tables for internal factors (table 

5) and external factors (table 6). Each case study description begins with an 

introduction to the background of the case study and continues by describing each 

case company’s experience with business model change. Next, a cross-case 

analysis is done separately for sensing, seizing, and transforming activities, and the 

business model change is described for every activity (i.e. sensing, seizing, 

transforming). This cross-case analysis will show and discuss all new internal and 

external factors. Similarities and differences regarding how start-up and enterprise 

companies implement the business model changes are also discussed. Finally, the 

empirical insights are presented based on the data and findings of each case study, 

and cross-case analyses. 

Chapter eight summarizes the research results and draws conclusions based on 

the analysis, including a posteriori model of business model change as a dynamic 

capability. The chapter begins with an overview and discussion of the findings with 

a posteriori model of business model change, and continues to answer the main 

research question by reflecting on this study’s results compared to the prior 

literature. Then this chapter outlines the reliability and limitations of the outcomes, 
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and potential future research directions. In addition, this chapter discusses the 

managerial implications for organizations, business leaders, and business 

developers, and it outlines the outcomes from business model concept, internal and 

external factor, and business model change perspectives. The dissertation ends with 

a summary of the research process and general conclusions of this study.  
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“Caught up in the general fervor, many have assumed that the Internet 

changes everything, rendering all the old rules about companies and competition 

obsolete”.  

- Porter, 2001: 1 
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2 A view to emerging Internet-based 
businesses 

Internet-based businesses are those that are “doing business electronically,” and 

they conduct business exclusively over the Internet (Zott, Amit & Massa 2011: 7). 

The Internet is an extremely important enabling technology with a powerful set of 

tools (Porter 2001), and rapid growth and adoption of the Internet have caused great 

impact on all aspects of business (Swaminathan & Tayur 2003). Internet technology 

can be used in almost any industry and as part of almost any strategy (Porter 2001), 

and it can even serve as the enabler for driving the corporate strategy (Swaminathan 

& Tayur 2003). Companies should also actively deploy Internet technology to 

enhance communication and value co-creation with customers, and strategically 

leverage Internet technology to capture value (Jiebing, Bin & Yongjiang 2013). 

The Internet effectively opens markets that were previously closed (Panagariya 

2000), and the former physical environment has been divided into ecological and 

digital environments (Chang & West 2006). This trend together with establishment 

of reasonably open global trading practices will mean that customers have more 

choices (Teece 2010). People are using the Internet worldwide to do everything 

from research to purchasing products online (Terzi 2011). For instance, searching 

information, downloading digital photos, shopping online, accessing digital 

entertainment or online government services, and electronic socializing and 

communications are all commonplace activities for people in the 21st century 

(Pennock 2007). Indeed, neither humans nor organizations can afford to ignore the 

Internet’s dominating force and its impact on social well-being, growth, and 

prosperity (Chang & West 2006). 

The Internet offers various uses for business entities, and thus companies are 

embracing the Internet for many of their activities (Terzi 2011). For instance, 

through the Internet, computing resources have become cheaper, more powerful, 

and more ubiquitously available than ever before (Zhang, Cheng & Boutaba 2010: 

8). The Internet has also created opportunities to integrate information and decision 

making across different organizations (Swaminathan & Tayur 2003). The Internet 

allows companies to develop innovative solutions for core supply chain principles 

(Lee & Whang 2001). The Internet also improves the transaction costs between 

partners, information availability, and management of complex interfaces between 

functional organizations (Johnson & Wang 2002). From the consumer perspective, 

the Internet has the ability to advertise (Terzi 2011), and it has increased the 
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opportunity for consumers to buy products and services without physically going 

into a store (Swaminathan & Tayur 2003).  

The Internet imposes a need to grow systems that can be quickly adapted for 

the dynamically changing business environment (Malhotra 2000). The 

environment should provide adequate labor and other needed resources, or else the 

whole business model cannot be scaled (Stampfl et al. 2013). “Scalability” initially 

has a connection with the performance of systems from a technical viewpoint 

(Menasce 2000). Scalability is one unique characteristic of Internet-based 

businesses (e.g. Stampfl et al. 2013, Nguyen 2002). Companies that are effectively 

utilizing the Internet are more likely to be able to achieve excellent performance 

and attain accelerated growth and profit growth compared to traditional businesses 

(Sakellaridis & Stiakakis 2011). Nguyen (2002) explains that Internet-based 

businesses should be able to scale not only to surpass their competitors, but also to 

adapt to the business integration trend. Organizations that are operating in the 

Internet business environment are expected to be adept at the creation and 

application of new knowledge as well as the ongoing renewal of existing 

knowledge archived in company databases (Malhotra 2000:9). 

Companies can also utilize the Internet to gain global visibility across their 

extended network of trading partners and help them respond quickly to a range of 

variables, from customer demand to resource shortages (Lee & Whang 2001). Thus, 

the Internet may promote international trade (Damanpour 2001). Similarly, 

Swaminathan and Tayur (2003) state that the Internet has facilitated an increased 

use of enterprise resource planning, and thus advanced the solutions of planning 

and optimization. The Internet also offers new ways to perform regular business 

functions (Terzi 2011); for example, companies are able to conduct complex 

purchasing tasks in hours instead of days (Lee & Whang 2001). Even more, 

Panagariya (2000) states that Internet-based technical improvements are lowering 

the costs of transactions and increasing the potential benefits from trade 

liberalization in many service sectors. For instance, companies can dynamically 

price their products, and share information and efficiently coordinate their activities 

with other entities in their supply chain (Swaminathan & Tayur 2003). Table 1 

presents the advantages of Internet usage. 
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 Advantages of Internet usage 

Authors Advantages 

Swaminathan & Tayur (2003) Online sales channel, online purchasing, dynamic pricing, efficient 

coordination of supply chain activities, easy information sharing in supply 

chain, ability to obtain real time information, integrate information and 

decision making across different functional units, enabler for corporate 

strategy, increased use of enterprise resource planning, advanced 

planning and optimization solutions 

Lee & Whang (2001) Fast purchasing channel for companies and gaining global visibility across 

their extended network of trading partners, fostering new supply networks, 

services and business models, development of innovative solutions for 

supply chain principles 

Terzi (2011) Ability to advertise, ability to generate business, new ways to perform 

regular business functions 

Johnson & Wang (2002) Improves transaction costs between partners, information availability, and 

managing of complex interfaces between functional organizations 

Damanpour (2001) Promote international sales 

Stampfl, Prügl & Osterloh 

(2013) 

Improves scalability, provides the staffing and other resources you need 

In the electronic commerce and electronic business, companies are expected to 

participate in external business relationships by using computer interactions 

(Damanpour 2001). The Internet can redefine how back-end operations (i.e. 

product design and development, procurement, production, inventory, distribution, 

after-sales service support, and even marketing) are conducted, and the process can 

alter roles and relationships of various parties, fostering new supply networks, 

services, and business models (Lee & Whang 2001). Also, Internet-based 

applications are getting more sophisticated; for example, industry exchanges are 

generating real-time information and thus companies are able to make dynamic 

decisions (Johnson & Wang 2002). Similarly, the ability to obtain real-time 

information together with access to large computer systems (through cloud services) 

enables companies to develop detailed supply chain models that can be utilized in 

real-time decision making (Swaminathan & Tayur 2003). In Internet-based 

businesses, cloud computing refers to applications that are delivered as services 

over the Internet, using hardware and systems software located in data centers (Mell 

& Grance 2011), and the emergence of cloud computing has made a huge impact 

on the Internet technology industry over the past few years (Zhang et al. 2010).  

Internet-based solutions can provide a platform for coordinating and 

streamlining activities (Lee & Whang 2001). Both electronic commerce and 



 32

electronic business include any “net” business activity that transforms internal and 

external relationships to create value and exploit market opportunities driven by the 

new rules of the connected economy (Damanpour 2001: 18). The physically 

connected economy has changed to the digitally networked economy, and this has 

discharged all organizations to an open, dynamic, and networked collaborative 

environment known as digital ecosystems (Chang & West 2006). When companies 

launch electronic business/commerce projects, the organizations are expected to 

focus on how their initiatives will advance the company’s overall business strategy 

(Damanpour 2001). Figure 1 depicts electronic commerce and cloud computing 

technology from a value chain perspective in the context of the digital ecosystem. 

 

Fig. 1. Digital ecosystem. 

2.1 Electronic commerce over the Internet 

Electronic commerce offers unprecedented opportunities for both developing and 

developed countries, and the advancement of technology supports international 

business (Terzi 2011). For instance, electronically channeled market opportunities 

enable companies to lower transaction costs, reduce delivery times, improve 

customer services, and add convenience; therefore, electronic sales, marketing, and 

distribution channels will grow at the expense of traditional channels for business. 
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Electronic commerce is also expected to directly and indirectly create new jobs as 

well as cause job losses. Net employment gains and losses will depend on the 

demand for certain skills (Damanpour 2001). For instance, specialized expertise is 

often required because a company’s involved payment and delivery processes are 

too complex; market service providers (i.e. banks, service brokers) will become 

indispensable (or even alliance partners) to Internet-based businesses (Dai & 

Kauffman 2001). 

Electronic commerce over the Internet may be complementary to traditional 

business or it may represent a whole new line of business (Timmers 1998). 

Similarly, Ngai and Wat (2001) discuss that through the use of electronic commerce, 

companies are able to connect with their trading partners by ‘‘just in time 

production’’ and ‘‘just in time delivery,’’ which are improving their global 

competitiveness. For instance, Swaminathan and Tayur (2003) point out that the 

electronic environment has increased customer expectations in terms of quick and 

timely delivery. Almost all activities are available virtually on the Internet, and this 

can endure significant growth, but a system without scalability will lead to 

inefficient performance (Agrawal, Abbadi, Das, & Elmore 2011). 

While speed is the obvious imperative, many companies are still struggling 

with how to take the first step, and moving toward electronic commerce is easier 

said than done (Damanpour 2001). In addition to logistics and settlement 

challenges, companies are expected to optimize whole supply chains to maximize 

the value of adopting business-to-business electronic commerce (Dai & Kauffman 

2001). But, there is no simple prescription or model, and even companies in the 

same industry, same size, or with similar cultures will notice that the same 

electronic commerce strategy is not appropriate for all businesses (Damanpour 

2001). For instance, market volatility makes strategic movements difficult to 

understand, and thus selecting the correct strategy is complex (Kalakota & 

Robinson 2000). The biggest mistake companies can make is investing too much 

in Internet-based systems without first analyzing the risk factors or preparing a true 

system application (Damanpour 2001). For instance, Menasce (2000) observes that 

electronic commerce sites are often developed and launched with short planning 

time, but bad performance often forces these sites to shut down soon after they 

launch. Hence, before evolving toward electronic commerce, it’s important to 

consider emerging structural patterns (i.e. electronic channels, click-and-brick 

patterns, electronic portals, Internet-based market makers, and pure “e” and mobile 

portals) that characterize the new economy (Kalakota & Robinson 2000).  
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Because the Internet-based supply chain is open, standards-based, and virtually 

ubiquitous, the businesses are able to use the Internet to gain global visibility across 

their extended network of trading partners and help them to respond quickly to 

changing business conditions like customer demand and resource availability (Lee 

& Whang 2001). The volume of international trade is going to increase via 

electronic commerce (Damanpour 2001). Therefore, especially in small and 

medium-sized businesses, electronic commerce can be seen as a strategy of rapid 

growth (Grandón, Nasco & Mykytyn Jr. 2011). The following table 2 presents the 

features of electronic commerce over the Internet in the context of the digital 

ecosystem. 

 The features of electronic commerce 

Authors Features 

Timmer (1998) New business, complementary to traditional business, new way to 

do business. 

Ngai & Wat (2001) ‘‘just in time production’’ and ‘‘just in time delivery’’ 

Swaminathan & Tayur (2003) Quick and timely delivery 

Terzi (2011) Offers unprecedented opportunities, supports international business 

Damanpour (2001) Promote international sales 

Stampfl, Prügl & Osterloh (2013) Improves scalability, provides the staffing and other resources you 

need 

Yang & Papazoglou (2000) Payment atomicity, goods atomicity, delivery atomicity, contract 

atomicity, ability to support reversible and repaired transactions, to 

reconcile and link transactions with other transactions, to specify 

contractual agreements, liabilities and dispute resolution policies, to 

support secure EDI, transactions that guarantee integrity of 

information, confidentiality and non-repudiation, and for transactions 

to be monitored, logged, and recovered 

Agrawal et al. (2011) Endure significant growth, virtual activities 

Damanpour (2001) Lower transaction costs, reduce delivery times, improve customer 

services, add convenience 

2.2 Electronic business over the Internet 

The “digital data and technologies have fast become an integral aspect of 21st 

century life” (Pennock 2007). Electronic business is no longer an alternative; it is 

imperative (Damanpour 2001). In the new world of electronic business (figure 2), 

literally everything (e.g. traditional concepts of industries, organizations, products, 
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services, and channels of marketing, sales, and distribution) is up for grabs (c.f. 

Malhotra 2000). This new world imposes a greater need to grow systems that are 

readily adapted for a dynamically changing business environment (Malhotra 2000). 

Electronic business refers to the planning and execution of front-end and back-end 

operations in the supply chain by utilization of the Internet (Lee & Whang 2001). 

Electronic business consists of three areas: consumer-oriented activities, business-

oriented activities, and technology infrastructure that supports consumer and 

business-oriented activities (Geoffrion & Krishnan 2001). By adopting electronic 

business approaches, businesses are able to receive major benefits related to supply 

chain integration, faster response times (Lee & Whang 2001), or significant cost 

savings (Dai & Kauffman 2001). 

 

Fig. 2. From past to electronic world of business. 

Electronic business adoption includes the series of stages from a company’s initial 

evaluation of electronic business at the pre-adoption stage, to its formal adoption, 

and finally to its full-scale deployment at the post-adoption stage in which 

electronic business becomes an integral part of value chain activities (Zhu, Kraemer 

& Xu 2006: 1558). Srinivasan, Lilen, and Rangaswamy (2002) point out that the 

extent of electronic business adoption depends on both technological opportunism 

and institutional pressures. Electronic business can be implemented to a very small 

or large degree, and thus the Internet may be associated with several essential 

components of a company’s electronic business strategy (Damanpour 2001). Even 

with the uncertainty surrounding the early stages of an electronic business, some 

companies are building a solid foundation for their future success. These companies 

are not just asking the right questions, but answering them in innovative ways, and 

their leadership is changing the rules of today’s business game (Kalakota & 

Robinson 2000). Companies that are utilizing electronic business (i.e. the use of 
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Internet-based computing and communications to execute both front-end and back-

end business processes) to redefine supply chain integration will achieve significant 

increases in their efficiency and gain competitive advantage (Lee & Whang 2001). 

The success of the implementation of decision technology depends on how 

received information is utilized in the business processes (Swaminathan & Tayur 

2003).  

Once companies begin to realize the promise of electronic business-enabled 

supply chain integration, they often discover entirely new ways of pursuing 

business objectives, developing strategies and business models that were neither 

apparent nor possible before the Internet (Lee & Whang 2001). For instance, the 

usage of Internet-enabled decision technologies in supply chain planning and 

execution offers accurate and real-time information that improves the process of 

decision making, and thus leads to better and more efficient business decisions 

(Swaminathan & Tayur 2003). From another perspective, Swaminathan and Tayur 

(2003) point out that the availability of real-time information has raised important 

questions, such as the amount and type of information that should be shared with 

the rest of the supply chain partners. 

A study by Menasce (2000) reveals that all electronic business features have 

an impact on the scalability of the company. Scalability refers to the ability of the 

electronic business to continue to function well regardless of how large the 

company gets (Napier, Rivers & Wanqner 2006: 47). Similarly, Manasce (2000) 

states that a site is considered to be scalable if there is a straightforward way to 

upgrade the system to handle an increase in traffic while keeping the performance 

adequate. Beyond solely focusing on the scalability of technical infrastructure, 

companies utilizing electronic business should simultaneously pay attention to the 

scalability of their business model (Su et al. 2001).   

The domain of electronic business is characterized by rapid change and thus 

managers are expected to be able to combine resources in new ways, gain additional 

resources, and dispose of superfluous resources, and to do this repeatedly and 

rapidly if they are to compete successfully; hence, the term dynamic capabilities is 

emerging in the strategic management literature for these skills (Daniel & Wilson 

2003). As a result of electronic business strategies, many core supply chain 

concepts and principles (i.e. information sharing, multi-party collaboration, design 

for supply chain management, postponement for mass customization, outsourcing 

and partnerships, and extended or joint performance measures) have been 

implemented in a more effective way (Lee & Whang 2001). Table 3 presents the 
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features of electronic business over the Internet in the context of the digital 

ecosystem. 

 The features of electronic business 

Author Features 

Lee & Whang (2001) Gain global visibility in business network, respond quickly to changing 

business conditions, efficiency in supply chain activities, reduced costs, 

increased flexibility, respond more rapidly and effectively 

Swaminathan & Tayur 

(2003) 

Offers accurate and real-time information 

Amit & Zott (2001) Efficiency, complementary functions, lock-in, novelty 

Malhotra (2000) Has greater emphasis on doing the right thing than on doing the thing right 

Menasce (2000) Improves scalability 

Zhu, Kraemer & Xu (2006) Support customer services, revenue generation, procurement, information 

sharing, and coordination with suppliers.  

2.3 Cloud computing technology over the Internet 

Cloud computing is a model for enabling ubiquitous, convenient, on-demand 

network access to a shared pool of configurable computing resources that can be 

rapidly provisioned and released with minimal management effort or service 

provider interaction (Mell & Grance 2011). Cloud computing differs from  

traditional delivery methods because it: 1) is massively scalable, 2) can be 

encapsulated as an abstract entity that delivers different levels of services to 

customers outside the cloud, 3) is driven by economies of scale, and 4) services can 

be dynamically configured and delivered on demand (Foster et al. 2008: 1). Cloud 

computing attracts business owners by allowing companies to increase resources 

when service demand is increasing (Zhang et al. 2010). Even more, innovative 

ideas for new Internet-based services will no longer require expensive hardware 

and information technology systems, or expensive labor capital (Armbrust et al. 

2009). The costs are no longer capital expenses, but operating expenses (Goodburn 

& Hill 2010, Järvi, Karttunen, Mäkilä, & Ipatti 2011, Ryan & Loeffler 2010), and 

therefore cloud technology allows an organization to easily scale its business 

operations and a company can quickly benefit from its economies of scale (Berman 

et al. 2012: 29). Therefore, cloud technology is an enabler for the scalability of a 

business model (e.g. Ahokangas, Juntunen & Myllykoski 2014). 
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Software as a Service (SaaS), Platform as a Service (PaaS), and Infrastructure 

as a Service (IaaS) are typical cloud services (Foster et al. 2008, Wang, Von 

Laszewski, Kunze & Tao 2008) offered by cloud service providers. These new 

Internet-utilizing services are often referred to as cloud services, where the cloud 

is a synonym for the Internet (Buyya, Pandley & Vecchiola 2009). SaaS delivers 

software or applications that are remotely accessible by consumers through the 

Internet with a pricing model that is specified in a contract (Foster et al. 2008). 

These services are running on a provider’s cloud infrastructure (Mell & Grance 

2011) without a service installation on customers’ computers (Wang et al. 2008). 

Access to many resources such as networks, servers, storage, applications, and 

services is provided over the Internet (Goodburn & Hill 2010) through a thin client 

interface like a web browser, or through a program interface (Mell & Grance 2011). 

SaaS therefore alleviates the customer’s burden of software maintenance, and 

reduces the expense of software purchases by on-demand pricing (Wang et al. 

2008). PaaS offers a high-level integrated environment to build, test, and deploy 

the applications (Foster et al. 2008). In PaaS, the consumer is not managing or 

controlling the underlying cloud infrastructure (e.g. network, servers, operating 

systems, or storage) (Mell & Grance 2011: 7). Therefore, software developers have 

to accept some restrictions on the type of software they can write in exchange for 

built-in application scalability (Foster et al. 2008). For instance, services are 

expected to be developed with programming languages, libraries, services, and 

tools that are supported by the service provider of SaaS (Mell & Grance 2011). An 

IaaS system provides hardware, software, and equipment for software application 

environments with a pricing model based on a contract with a service provider 

(Foster et al. 2008). The capabilities provided to the consumer include processing, 

storage, networks, and other fundamental computing resources, where the 

consumer is able to deploy and run arbitrary software, which can include operating 

systems and applications (Mell & Grance 2011: 7).  Consumers can use their 

favorite computing infrastructures with requirements of hardware configuration, 

software installation, and data access demands (Wang et al. 2008). Hence, the 

infrastructure can scale up and down dynamically based on the application resource 

needs (Foster et al. 2008) 

The data center hardware and software is collectively referred to as the cloud, 

and when a cloud is made available to the general public, it is a public cloud, and 

a private cloud refers to the internal data centers of a company (Armbrust et al. 

2009). A public cloud offers resources as services to the general public, and offers 

several key benefits to its users (i.e. no initial capital investment on infrastructure 
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and shifting of risks to infrastructure providers) (Zhang et al. 2010). The public 

cloud can be owned, managed, and operated by a business, academic institution, or 

government organization, but it always remains on the premises of the cloud 

provider (Mell & Grance 2011). Private clouds are designed for exclusive use by a 

single organization, and they offer the highest degree of control over performance, 

reliability, and security (Mell & Grance 2011, Zhang et al. 2010). A private cloud 

can be built, owned, managed, and operated by the organization or by a third party, 

and it may exist inside or outside the customer’s premises (Mell & Grance 2011). 

Besides private and public clouds, hybrid, virtual private, and community clouds 

are additional deployment methods for cloud services (Zhang et al. 2010, Mell & 

Grance 2011). 

In sum, the Internet offers various uses and advantages (table 1) for business 

entities, and it has greatly impacted all business aspects in almost all industries. The 

Internet offers new features (table 2 & 3) to perform regular business functions in 

the digital ecosystem, where Internet-based solutions may provide a platform for 

coordinating and streamlining activities. The Internet can be used as part of almost 

any strategy, and it fosters real-time information and new business models. 

Therefore, organizations should strategically leverage Internet technology to 

support their dynamic decision making and to capture value through their new 

business models. The digital ecosystem is changing constantly, and successful 

competition requires dynamic capabilities. 
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 “The dynamic capabilities framework can be used as a foundation for 

understanding the processes of opportunity sensing and seizing, as well as the 

processes of strategic renewal”.  

- Augier and Teece 2009: 410 
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3 Perspectives to dynamic capability 

This chapter is intended to enhance the understanding of dynamic capability by 

exploring dynamic capability literature from different perspectives. The theoretical 

background on this chapter consists of three viewpoints: a resource-based view of 

dynamic capability, and a routine- and process-based view of dynamic capability. 

The purpose of this chapter is to discuss different views related to dynamic 

capability and to create a point of view to study the business model change issues 

in chapters 4 and 5. Chapter 3.1 provides the background understanding of dynamic 

capability as a research field in order to understand the research phenomenon. 

Additionally, this chapter provides the dynamic capability parameters and clusters. 

Chapter 3.2 provides the literature of dynamic capability from the resource-based 

theory perspective. Chapter 3.3 provides the theory of dynamic capability from the 

process- and routine-based perspectives. Finally, chapter 3.4 discusses the dynamic 

capability view of this study. 

3.1 Views to dynamic capability 

Dialogue regarding organizational economics and company capabilities has 

occurred for over 40 years in management research literature (Argures, Felin, Foss 

& Zenger 2012: 1213). There is a strong unifying mindset related to “capabilities” 

as a term, because it describes what an organization can actually do, and thus it 

should be understood by terms like “intentions,” “incentives,” “motivations,” and 

variations of “having the recipe” (Jacobides & Winter 2012: 1365). The principles 

for how a company or organization organizes coordination, communication and 

structure of individuals, and functional expertise are keys to the capabilities of a 

company (Zander & Kogut 1995). Also, a choice of strategy that concentrates on 

core competencies will typically lead the organization toward profits and continuity 

(Pijpers & Gordijn 2007).  

Dynamic capability as a concept is based on the resource-based view of a 

company, and similarly it assumes that the success of a company stems from a 

company’s proactivity and management of resources (Barney 1991). The resource 

based view emphasizes resource picking (i.e. selecting resource combinations), 

while dynamic capabilities highlights resource renewal (i.e. reconfiguring 

resources into new combinations of operational capabilities) (Pavlou & El Sawy 

2011: 241). The word “dynamic” comes from the capacity to maintain 

competencies in a changing environment, and the word “capabilities” comes from 
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a careful handling of internal and external skills, resources, and competencies to 

keep a business running in a changing environment (Teece et al. 1997). Hence, 

dynamism requires an innovativeness to keep up with the technological changes 

and other future issues, and also good timing and rapid actions (Teece et al. 1997). 

Dynamic capabilities are the highest form of capability that exists in an 

organization (Wang & Ahmed 2007). The dynamic capability is an ability of a 

company to develop new capabilities in response to shifts in its external 

environment (Tripsas 1997). Dynamic capability is built with resources (i.e. basis 

for capabilities), processes (i.e. quality control or bookkeeping), capabilities (i.e. 

quick flow of information), and core capabilities (i.e. customer responsiveness) 

(Wang & Ahmed 2007). Dynamic capabilities refer to a company’s ability to alter 

the resource base by creating, integrating, recombining, and releasing resources 

(Eisenhardt & Martin 2000). For instance, in the case of a company’s survival battle, 

change and learning are vital for renewing and updating its core capabilities 

(Barney 2001, Cavusgil et al. 2007). Even further, dynamic capabilities are a 

“company`s ability to integrate, build and reconfigure internal and external 

competencies to address rapidly changing environments” (Teece et al. 1997: 516).  

Pursuing the same strategy and maintaining the same core competencies can 

make a company successful in the short term, but it’s likely to be fatal in the long 

term (Harreld, O’Reilly & Tushman 2006). Core competencies should be able to 

respond to new opportunities and to react to opportunities that are visible in the 

market (Prahalad & Hamel 1990), and technologically active companies invest 

beyond their distinctive core technological competencies in order to explore new 

opportunities (Granstrand, Patel & Pavitt 1997).  Thus, when companies in highly 

volatile markets are more flexible with these opportunities compared to their 

competitors, they will gain competitive advantage (Barney, Wright & Ketchen 

2001). Hence, “market dynamism is an antecedent to firms’ dynamic capabilities; 

the more dynamic a market environment, the stronger the drive for firms to exhibit 

dynamic capabilities in light of external changes” (Wang & Ahmed 2007: 40).  

Liu and Hsu (2011) discuss the fact that dynamic capabilities often enable 

companies to expand. They also point out that dynamic capabilities will work as 

antecedents for diversification of a company, and thus diversified companies have 

more avenues to successful business, and this also impacts the overall performance 

of the company. Similarly, Ellonen, Wikstrom, and Jantunen (2009) suggest that 

companies with strong and versatile dynamic capabilities in their existing 

knowledge can more easily integrate the innovations into internal operations and 

the present product portfolio. Even further, the incremental development 
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accumulates related capabilities and knowledge, and thus introduces the possibility 

for the company to gain the competitive advantage (Ellonen et al. 2009).  

Dynamic capabilities are not restricted to radical change, but dynamic 

capabilities often support the existing businesses (Helfat & Winter 2010), and thus 

dynamic capabilities can be used in developing existing or new resource 

configurations (Eisenhardt & Martin 2000). Hung, Yang, Lien, McLean and Kuo 

(2010) point out that many researchers see that dynamic capabilities are born 

through organizational learning or dynamic capability is actually “resident” in 

organizational processes. The learning mechanisms lead the way in terms of how 

dynamic capabilities are developed (Eisenhardt & Martin 2000), and dynamic 

capabilities can be industry- and company-specific in the way that they are 

achieved (Wang & Ahmed 2007). All actions taken by companies in response to 

opportunities and threats are not dynamic capabilities (Teece 2009), and thus a 

company can also build capabilities and manage change without dynamic 

capabilities (Helfat & Peteraf 2003). Companies often face their greatest challenges 

during dynamic periods of industry transition when resources and capabilities that 

have created a competitive advantage in an earlier era have lost their value (Tripsas 

1997). Thus, developing dynamic capability is especially important for companies 

in turbulent and unprecedented environments (Zhou & Li 2010). The dynamic 

capability approach focuses attention on a company’s ability to renew its resources 

in line with changes in the environment where it operates (Bowman & Ambrosini 

2003).  

Dynamic capabilities have grown in importance because the expansion of trade 

has led to both greater specialization and more rapid competitive responses, and 

companies can maintain and extend competitive advantage by layering dynamic 

capabilities on top of its ordinary capabilities (Teece 2012). These ordinary (zero-

level) capabilities are the capabilities that enable a company to collect revenue from 

its customers to allow it to buy more inputs, and thereby continue the business 

(Winter 2003). Dynamic capabilities can be described and evaluated at any point 

in time, but there is no equilibrium as the organizational processes are constantly 

operational (Vahlne & Johanson 2013). Opposite to this, Helfat et al. (2007) assert 

that the potential of dynamic capability in an organization can be hard to notice, 

but dynamic capability in progress and operational processes can be noticed 

(capability has a potential effect in action, but without action, a precise capability 

can remain ambiguous).  

Vahlne and Johanson (2013) suggest that the performance of dynamic 

capability shows how well the organization is adjusted to a changing environment. 
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However, both building and use of dynamic capabilities are costly (Zahra, Sapienza 

& Davidsson 2006). Winter (2003) says that attempting too much change—perhaps 

in a deliberate effort to exercise the dynamic capability—may impose additional 

costs and thus it is not necessarily advantageous for a company to invest in dynamic 

capabilities. Similarly, Ambrosini and Bowman (2009) state that maintaining 

dynamic capabilities may bring more expenditures, such as specialist wages, 

research, or training. Also, Schreyögg and Kliesch-Eberl (2007) suggest that those 

main elements that can provide rigidity for the company (i.e. path dependency, 

structural inertia, and commitment) may lead to some degree of loss in terms of the 

original idea or the operational strengths of the organization. 

Dynamic capability is a source of competitive advantage (Tripsas 1997). 

Similarly, Vahlne and Johanson (2013) argue that companies have competitive 

advantage when their dynamic capability value is great. Dynamic capabilities 

themselves don’t produce a competitive advantage, but dynamic capabilities are 

required items (Eisenhardt & Martin 2000). For instance, “dynamic capabilities 

can be used to develop resource configurations that lead to long-term competitive 

advantage” (Cavusgil et al. 2007: 163). Similarly, Ambrosini and Bowman (2009) 

state that dynamic capability affects the resource base of an organization, which, at 

best, results in temporary or even sustained competitive advantages, but these 

advantages can change very quickly because of competitor or customer behavior. 

Also, Harreld et al. (2006) point out that when a company has resources and 

competencies, it may make competitive returns in the short term, but without 

dynamic capability, the company is unlikely to sustain this in a changing 

environment. In this context, Zahra et al. (2006) raise a critical aspect regarding 

dynamic capabilities; does it mean that a company’s capabilities are not dynamic if 

its environment is stable? 

Barney et al. (2001) suggest that companies can improve their competitive 

advantage by being more proactive and reactive in their competitive environment. 

Autio, Sapienza, and Almeida (2000: 913) state that knowledge intensity is the 

extent to which a company depends on the knowledge inherent in its activities and 

outputs as a source of competitive advantage. Dynamic capabilities can help the 

organization to reshape its resource base to keep up with a dynamic environment, 

but due to the characteristics of the external environment and the organization’s 

position and path within it, the outcome can be competitive parity or failure 

(Ambrosini & Bowman 2009). Organizational economics also have a central role 

in explaining underlying capability-based sources of competitive advantage by 

defining which companies can and will develop the capabilities to build 
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competitive advantage (Argures 2011). The leadership skills of top management 

are required to sustain dynamic capabilities (Teece 2007: 1336), and thus, it is a 

task of senior leaders to develop dynamic capabilities that will promote a sustained 

competitive advantage (Harreld et al. 2006).   

Managers are assumed to have only limited information and they seem to make 

only restrictedly rational decisions (Teece & Augier 2009), and thus companies are 

assumed to aim at profit more than profit maximization (Teece & Augier 2009, 

Lockett & Thompson 2004). Similarly, Nelson and Winter (2002) suggest that 

traditional short feedback on short intervals doesn’t support enough future planning 

for potential changes. Teece (2007) proposes that success in today’s business no 

longer depends on maximizing efficiency in production and economies of scale, 

but on finding and nurturing the opportunities. Different managers in different 

companies are able to make different choices, unless the external selection 

environment is so constrained that it limits them to only a single option (Helfat & 

Peteraf 2003: 1004). Companies are not assumed to be fully path-dependent, and 

companies both adapt to and mold their environments (Teece & Augier 2009). 

Thus, managers will benefit from the insights of interface competency (Eriksson, 

Nummela & Saarenketo 2014).  

Managerial decisions are central to capability branching and transformation 

because they are responsible for selection of an activity (Helfat & Peteraf 

2003:1004), and thus the dynamic capabilities are expected to arise from the actions 

and leadership of the company’s management (Teece 2007, Eisenhard & Martin 

2000). Indeed, managerial knowledge is very important in the evolution of dynamic 

capabilities (Adner & Helfat 2003). For instance, Eriksson et al. (2014) state that 

diversity in a management team offers new dynamics for the operations of the 

management team. Also, Rodenbach and Brettel (2012) state that innovative CEOs 

are important for businesses in dynamic environments, and thus CEOs should have 

dynamic marketing, research, and design capabilities. Indeed, strong dynamic 

capabilities usually stem from an entrepreneurial attitude (Teece 2007), and thus 

good managers will sense and seize opportunities in a dynamically competitive 

company (Teece & Augier 2009). Similarly, Roberts and Grover (2012) point out 

that it’s vital to respond quickly with innovation and competitive action to 

opportunities that arise from the customer base. Also, Eisenhardt and Martin (2000) 

assert that reactivity and alertness (cognition) are important, particularly within 

senior management, in terms of how companies will react to changes.  

Executives should help organizations develop dynamic capabilities (Harreld et 

al. 2006). The view of sensing, seizing, and managing threats/transforming 
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capabilities (figure 3) will enable management to better interpret opportunities and 

threats that are guiding the decisions on whether to renew, redeploy, recombine, 

reconfigure, replicate, or retire certain capabilities (Teece 2007). Some 

organizations are stronger than others to perform with some or all of these views 

(Teece 2012: 1396). Gavetti (2005) suggests that hierarchy and recognition of 

assets and attributes internally are strongly linked to capability development; hence, 

the organization’s causality on hierarchy, management, and reliance on routines are 

the micro foundations to adjust the idea of dynamic capability. Also, Teece (2007) 

states that the micro foundations of dynamic capabilities are: specific 

organizational skills, processes, procedures and structures, and the decision 

regulations and orders. For instance, Rodenbach & Brettel (2012) are suggesting 

further research on micro foundations, and thus they believe that micro foundations 

affect larger antecedents in the creation of dynamic capabilities. 

 

Fig. 3. The view of dynamic capability. 

Dynamic capabilities fall into three groups of activities and adjustments: 1) 

identification and assessment of opportunity (sensing), 2) mobilization of resources 

to address an opportunity and to capture value from doing so (seizing), and 3) 

continued renewal (managing threats & transforming) (Teece 2012). The purpose 

of the “sensing” activity is to understand latent demand, the structural evolution of 

industries and markets, and the supplier and competitor responses. A successful 

sensing process should result in a wide range of commercial opportunities for the 

company. After a new opportunity is sensed, it should be addressed through new 

products, processes, or services. The “seizing” opportunity involves maintaining 

and improving a technological competency, and the complementary assets. When 

a suitable opportunity arises, the company should invest heavily in the particular 

technologies and designs that are most likely to achieve marketplace acceptance. 

Additionally, “seizing an opportunity” requires companies to select or create a 
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particular business model that defines its commercialization strategy and 

investment priorities. The “managing threats/transforming” requires that to remain 

competitive, a company is supposed to invest in semi-continuous and/or continuous 

efforts to build, maintain, and adjust the complementary product offerings, systems, 

routines, and structures. Redeployment and reconfiguration involves business 

model redesign as well as asset-realignment activities and the improvement of 

routines. Thus, the capacity of a company to create, adjust, hone, and, if necessary, 

replace a business model is the foundation of dynamic capabilities (Teece 2007). 

The dynamic capability view oversimplifies the dynamics of strategic change 

(Zahra et al. 2006: 920). Helfat and Winter (2011) point out that one important 

conceptual issue remains unresolved as the research has not yet addressed the 

distinction between dynamic and operational (or ordinary) capabilities. Some 

researchers believe that dynamic capabilities are higher-level competencies that 

determine the company’s ability to integrate, build, and reconfigure internal and 

external resources/competencies to address, and possibly shape, rapidly changing 

business environments (Teece 2007, 2010, Teece et al. 1997). Certain dynamic 

capabilities may be based on the skills and knowledge of one or more executives 

rather than on organizational routines (Teece 2012). Eisenhardt and Martin (2000) 

argue that dynamic capabilities include the processes that use resources (e.g. 

product development, strategic decision making, and alliance building), meaning 

the organizational and strategic routines by which companies achieve new 

resources when markets emerge, collide, split, evolve, or die. Similarly, Vahlne and 

Johanson (2013) suggest that dynamic capabilities determine an organization’s 

ability to adjust to its environment as strategic change, and thus these dynamic 

capabilities are exploited and developed via organizational processes. Also, Augier, 

Kreiner, and March (2000) suggest that dynamic capabilities imply that a company 

is developing its operational capabilities over time by learning and innovating, and 

thus network dependence will characterize the development process. Zollo and 

Winter (2002) state that dynamic capability is a learned and stable pattern of 

collective activity that companies can systematically use to generate and modify 

their operating routines to gain effectiveness.  

Teece et al. (1997) and Eisenhardt & Martin (2000) can be considered as the 

two most definitive studies on the definitions of dynamic capabilities theory, and 

thus these two papers focus on the same theory, but possesses a number of key 

differences (Peteraf, Di Stefano & Verona 2013). Next, these two different 

approaches to dynamic capability theory are discussed in more detail. The first 

approach is the resource-based view of dynamic capability (e.g. Teece et al. 1997), 
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and the second approach is the process- and routine-based view of dynamic 

capability (e.g. Eisenhardt & Martin 2000). Similarly, Zhou and Li (2010) discuss 

an outward-looking approach to dynamic capability where a strategic choice may 

provide a source that helps companies build dynamic capabilities in fast-changing 

environments. The opposite view is defined by Zhou and Li (2010), and it is an 

inward-looking approach to dynamic capability focused on how companies 

integrate and rejuvenate company resources.  

3.2 The resource-based view of dynamic capability 

“Firms are social communities which use their relational structure and shared 

coding schemes to enhance the transfer and communication of new skills and 

capabilities” (Zander & Kogut 1995), but social community depends on how a 

company will choose to use the competencies within its organizational boundaries 

(Qian et al. 2012: 1330). While resources are a source of a company’s capabilities, 

the capabilities are the main source of competitive advantage (e.g. Grant 1991, 

Helfat & Peteraf 2003, Camisón & Villar 2009). The dynamic resource-based view 

deals with resources and capabilities over time, and thus a capability has a lifecycle 

(Helfat & Peteraf 2003). These capabilities are company-specific and thus 

developed over time by the company (Wang & Ahmed 2007). Strategic decisions 

are expected to consider and be adapted to the environment (Ginsberg & 

Venkatraman 1985), but the environment has many uncontrollable variables and 

factors, such as market demand, political and legal forces, ethical and social 

influences, competition, and technology (James-Gordon et al. 2003: 168).  

Helfat and Peteraf (2003) discuss the branches of the capability lifecycle 

(figure 4), and their defined six branches represent a general set of potential paths 

with a capability that has reached the maturity stage (depicted as Selection Event). 

These branches of the capability lifecycle reflect the impacts that  threaten to make 

a capability obsolete, and those that provide new opportunities for capability 

growth or change. And thus all branches of the capability lifecycle may pertain to 

threats to capability.  
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Fig. 4. Branching over capability lifecycles. 

In case of threats to a capability, some extreme situations may force a company to 

retire their capability entirely (figure 4 – retirement). But, when demand for a 

product falls and the company is still making a profit, the reduced utilization of a 

capability will only degrade the level of capability (figure 4 – retrenchment). 

Companies can also respond to a threat to a capability in one market by transferring 

the capability to another market (figure 4 – replication). In case of threats to a 

capability, a company might attempt to improve or renew the capability in some 

way. And thus, Renewal, Redeployment, and Recombination of a capability 

involves a new development stage as the company searches for and develops new 

major or minor modifications to its capability. Also, a company can use renewal, 

redeployment, recombination, or replication to respond to an internal or external 

change of opportunity (Helfat & Peteraf 2007). 

The notion is that due to fast-changing competitive environments, the 

companies that can respond to new opportunities are developed quickly, and thus, 
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only the companies that combine and recombine different types of capabilities are 

profitable (Teece et al. 1997). Also, Wu (2010) suggests that companies that are 

able to rapidly integrate, learn, and reconfigure their internal and external resources 

can adapt to rapid environmental changes, and thus enhance or maintain their 

competitive advantages. From the external resources perspective, Lorenzoni and 

Lipparini (1999) state that instead of using external resources, the companies often 

use cooperation to increase and enhance their core competencies. Forecasting is an 

important key to business success and competitive advantage, and a main question 

for forecasting an environmental force is: “how does a business know what changes 

are now or future” (Pijpers & Gordijn 2007: 1). For instance, competitor 

knowledge can enable the identification of technologies that are available and under 

development, and thus indication of trends in consumer behavior (Augusto & 

Coelho 2007). Similarly, Zhou and Li (2010) suggest that companies should closely 

monitor their competition and initiate actions quickly in response to their offerings, 

or companies can enhance their own technology capabilities and introduce truly 

unique products to achieve a highly differentiated position. With this information, 

the organization can operate more precisely, and the organization can then position 

itself in such a way that all threats from the environment are limited and thus a 

competitive advantage is achieved (Pijpers & Gordijn 2007: 2).  

In high-volatility environments, companies cannot rely on previously 

accumulated resources to gain competitive advantages, and thus dynamic 

capabilities are the main source of competitive advantages (Wu 2010). Barney 

(1991) defines three different categories for resources: physical resources, human 

capital resources, and organizational capital. However, Peng, Schroeder, and Shah 

(2008: 731) have defined five kinds of resources: 1) stocks of available factors that 

are owned by the company, 2) stocks of knowledge, physical assets, human capital, 

and other tangible and intangible factors, 3) asset stocks (i.e. what the company 

own), 4) inputs to production processes, and 5) company-specific assets that are 

difficult to imitate. Indeed, the resource combinations yield capabilities (Locket et 

al 2009).  

Barney (1991) asserts that, for a company to maintain competitive advantage, 

all company-owned or company-controlled resources should have the following 

attributes: valuable, rare, inimitable, and non-substitutable (VRIN). For instance, 

another study by Wu (2010) indicates that accumulation of VRIN resources 

increases a company’s competitive advantage, especially in low- or medium-

volatility industrial environments; but in highly volatile environments, competitive 

advantage is harder to attain. Dierickx and Cool (1989) suggest that companies will 
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create or build resource stocks by systemically investigating expenditures that build 

up strategic assets. Locket et al. (2009: 16) argue that companies have two ways to 

develop their resources: 1) they are just lucky and thus acquire resources below 

their full market value because of sellers’ ignorance, and 2) companies possess or 

can access other idiosyncratic resources that are not available to other companies 

that augment the value of resources. Penrose (2009) points out that companies will 

develop their resources through the productive activities that are generating excess 

capacity in their resource-basis, and thus excess capacity enables company 

expansion.  

3.3 The process- and routine-based view of dynamic capability 

Day (1994: 38) explains that capabilities are complex bundles of skills and 

accumulated knowledge exercised through the organizational processes that enable 

companies to make use of their assets. The organizational processes demonstrate a 

company’s ability to perform a productive task repeatedly (Grant 1991) and 

determine the efficiency by which companies physically transform inputs into 

outputs (Collis 1994). “The dynamic capabilities underline the processes of 

transforming company resources and capabilities into outputs in such forms as 

products or services that deliver superior value to customers; such transformation 

is embarked on in such a swift, precise and creative manner in line with the 

industry’s changes” (Wang & Ahmed 2007: 36). Also, Zollo and Winter (2002: 344) 

state that dynamic capabilities are born from a tacit evolution of accumulation 

processes with explicit knowledge articulation and codification activities.  

Dynamic capabilities determine an organization’s ability to adjust to an 

environment, and thus these dynamic capabilities are exploited and developed via 

organizational processes (Vahlne & Johanson 2013). In another perspective, Wang 

and Ahmed (2007) state that dynamic capabilities are embedded in processes rather 

than just being processes. Similarly, Cavusgil et al. (2007) suggest that the dynamic 

capabilities inside the company’s processes try to develop value-creating strategies 

from these processes. For instance, Ambrosini and Bowman (2009) suggest four 

different outcomes from a value creation process that includes utilizing a dynamic 

capability. Dynamic capability as a view emphasizes  processes like learning, 

integrating, and readjusting, and these processes are utilized to create settings in 

which resources can be reachable and available in fast dynamic markets (Eisenhardt 

& Martin 2000). For instance, Giesen et al. (2010) suggest that with new partnering 

models, organizations are more effectively able to scale down operations during the 
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downturn, and they also create additional access to resources that can quickly scale 

up when new opportunities arise. These “learning mechanisms” can develop 

companies’ routines and processes, which is especially needed in more dynamic 

environments (Zollo & Winter 2002). Hence, a company should look at synergies 

between their organizational process alignment, organizational learning culture, 

and dynamic capability in order to obtain competitive advantage (Hung et al. 2010). 

Akgun, Byrne, Lynn and Keskin (2007) state that organizational routines 

define how organizations select their business, manage issues, and learn, and thus 

these organizational routines will lead to change and also offer the potential to 

create new ideas (Becker 2004). Routines can be simply defined as temporary 

compositions that are utilized to achieve an organizational goal (Feldman 2000). 

Organizational routines include both an abstract structure of the work and then the 

actual execution of the work (Feldman & Pentland 2003). Routines are modified 

when people enacting them choose to deviate from the existing routine (Feldman 

& Pentland 2003). The negative results and also new ideas will change an 

organization’s routines even it will not necessarily change the entire target or lead 

to preferred outcomes (Feldman 2000). For instance, when market dynamism is 

growing, it puts a strain on established organizational routines, and thus the 

decisions between different courses of action become more ambiguous (Homburg, 

Krohmer & Workman 1999).  

Organizational routines usually involve many people and interdependent 

actions instead of a single task taken by an individual (Pentland & Feldman 2005). 

Hansen and Vogel (2011) suggest that organizational routines can be defined as 

rationalized patterns that will relieve pressure on people who are involved in these 

tasks continuously, and thus focus more on unusual and sudden tasks and situations. 

Similarly, Gavetti (2005) suggests that routines will help people to function in 

dynamic and changing circumstances, thus enabling them to function even in case 

of external pressure. Routines are performed by individuals who have their own 

personal power, decision-making ability, and motivation (Becker 2004), and a 

change to a single routine can impact another routine (Feldman 2000). Also, change 

in personnel can change the routines, but also routines that are repetitive actions 

(Feldman 2000, Feldman & Pentland 2003). Even more, training, feedback, and 

controlling can impact how personnel will approach the routines (Pentland & 

Feldman 2005). Pentland, Feldman, Becker and Liu (2012) define four dynamics 

of routines that are related to dynamic capabilities: 1) formation (through 

repetition), 2) endogenous stability (patterns of action tend to stay stable when 

external conditions change), 3) endogenous change (routines exhibit changing 
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patterns of action when external conditions are stable) and 4) learning (routines 

work as primary mechanism for organizational learning).   

3.4 Dynamic capability to study business model change  

Helfat et al. (2007) suggest that dynamic capabilities stem from different types of 

strategic moves and actions. Similarly, Eisenhardt and Martin (2000) state that 

dynamic capabilities are, in fact, a type of organizational routine and how they are 

executed alters the resource base of the organization toward the best it can be. Since 

the business model is a reflection and a result of strategy (Willemstein, van der Valk 

& Meeus 2007), business model improvements can make a big difference by 

creating strategic competitive advantages (Mitchell & Coles 2003). Also, McGrath 

(2010) describes two traditionally recognized views for competitive advantage: 

industry positioning and the resource-based or dynamic capability views. But, she 

also argues that competitive advantages are rarely sustainable in today’s economy, 

and thus experimentation with new business models is necessary to complement 

the long-term development of industry position, resources, and capabilities.  

Hrebiniak and Joyce (1985) suggest that interdependence and interactions 

between strategic choice and environmental determinism define adaptation, and 

these are both needed to explain organizational adaptation. From this perspective, 

Wang and Ahmed (2007) identify three individual factors for dynamic capabilities 

that fit into the statement. Those factors are: 1) adaptive capability (i.e. company’s 

ability to adapt, by flexibility of resources and alignment of resources and 

capabilities, to environment changes), 2) absorptive capability (i.e. stresses the 

importance of intake of external information and combining that with the internal 

information that is already in the company, and thus the information is to be used 

internally for business use), and 3) innovative capability (i.e. connects the 

company’s internal innovativeness with opportunities from marketplace 

advantages, thus it is the connection between innovation and products that are 

brought to market). The adaptive capability emphasizes a company’s ability to 

adapt, by flexibility of resources and alignment of resources and capabilities, to 

environment changes. Absorptive capability stresses the importance of intake of 

external information and combining that with the company’s existing internal 

information, and this information is used internally for business use. Innovative 

capability connects the company’s internal innovation and opportunities from 

marketplace advantages, and thus it is a connection between innovation and 

offerings that are distributed to the market (Wang & Ahmed 2007).  
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Organizational adaptation is a dynamic process that comes from the type of 

power and relative strength between environment and organization (Hrebiniak & 

Joyce 1985). Teece (2012) states that a dynamic capability can derive into three 

clusters of activities and adjustments, and companies must perform these expertly 

if the company is to sustain itself as markets and technologies change. And thus, a 

company should simultaneously develop and apply these capabilities to build and 

maintain the competitive advantage (Teece 2007: 1343). These clusters of activities 

and adjustments are: (1) identification and assessment of an opportunity (sensing), 

(2) mobilization of resources to address an opportunity and to capture value from 

doing so (seizing), and (3) continued renewal (managing threats, transforming) 

(Teece 2012). In this framework, the environmental context recognized for 

analytical purposes is the business ecosystem, meaning the community of 

organizations, institutions, and individuals that impact the company and their 

customers and supplies (Teece 2007: 1325). Hence, this cluster framework can be 

used as a foundation for understanding the processes of opportunity sensing, 

seizing, and strategic renewal (Augier & Teece 2009: 410).  

Zott and Amit (2009) point out that a business model is created to exploit an 

opportunity, and thus the business model synchronizes to the business opportunity 

in a context (e.g. Bock & George 2011, Amit & Zott 2001, Leih et al. 2014). And 

thus, these opportunities need to be explored and exploited with business models 

(Amit & Zott 2001). Hence, Teece’s (2007) opportunity-based dynamic capability 

cluster framework is valuable to study business model change in this research. The 

business model literature links well to the cluster framework of dynamic capability. 

For instance, sensing; the companies commercialize innovative ideas and 

technologies through their business models and thus the business model represents 

a new subject of innovation, which complements the traditional subjects of process, 

product, and organizational innovation and involves new forms of cooperation and 

collaboration (Zott et al. 2011). Even further, companies can view the business 

model itself as a subject of innovation (Zott et al. 2011, Teece 2010). The seizing 

can be linked, for instance, to a view of the business model as an abstract link 

between strategy, business organization, and systems; and the business model is a 

system that shows how the business concept pieces are connected together 

(Magretta 2002, Osterwalder et al. 2005). And transforming can be linked to the 

strongest view, that successful business models generate self-reinforcing feedback 

loops because the business models do not operate in vacuums (Casadeus-Masanell  

& Ricart 2011).  
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The business model is designed to maximize the business opportunity.  

- Zott and Amit, 2005 
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4 Business models and business model 
changes 

This chapter explores the literature on business models. The theoretical background 

of this chapter consists of four viewpoints: history of business models, business 

model concept, elements of business model, and business model change. Before 

deeply discussing business model change, we should understand what a business 

model is. Chapter 4.1 provides the background understanding for business models 

in order to understand the history of the business model, and the theory of the 

business model as a research field of action and structure. Chapter 4.2 discusses 

business model management, and options to study the process for business model 

change. Chapter 4.3 discusses business model change, and provides the conceptual 

process for business model change that will be used in the empirical part of the 

research. This chapter will offer a basis for chapter 5, which defines the a priori 

model of business model change as a dynamic capability from the selected dynamic 

capability view (i.e. sensing, seizing, and transforming). 

4.1 A view to business models 

The business model has a long history in academic literature, and it was introduced 

in 1957 by Bellman and Clark (figure 6). After the Internet boom in the 2000s, the 

number of business model studies increased dramatically (figure 5) (c.f. Zott et al. 

2011). This trend is especially visible in non-academic journals. Therefore, the 

burgeoning literature on business models is still quite young and dispersed, and the 

business model topic is just starting to make inroads into the top management 

journals (Zott et al. 2011). 
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Fig. 5. Number of business model articles (cumulative) in the business/management 

field.  

Osterwalder et al. (2005) propose five phases in the evolution of business model 

literature. 

During the first phase, the term business model started to become more 

prominent, and authors were suggesting business model definitions and 

classifications (Timmers 1998). In the second phase, authors were starting to 

complete the definitions by proposing what elements belong in a business model. 

In the beginning, these propositions were simple “shopping lists” that just 

mentioned the components of the business model (Linder & Cantrell 2000, Amit & 

Zott 2001, Magretta 2002). The third phase included more enhanced descriptions 

to the available components (Ross et al. 2001, Afuah & Tucci 2003).  

In the fourth phase, researchers started to create the conceptual models of 

business model components. This work led to the proposition of business model 

meta-models in the form of reference models and ontologies (Osterwalder 2004). 

In this phase, the business models were also evaluated and tested more precisely. 

For instance, Baden-Fuller and Morgan (2010) and Shafer, Smith, and Linder 

(2005:207) argue that business models provide a powerful way for executives to 

analyze and communicate their strategic choices. Similarly, McGrath (2010) 



 59

explains that the business model concept offers strategists a fresh way to consider 

their options in uncertain, fast-moving, and unpredictable environments. Also, 

Chesbrough (2010) and Teece (2010) explore the idea that an organization can 

commercialize new ideas and technologies through its business model. Bridgeland 

and Zahavi (2008: 30) point out that a business model indicates relationships between 

organizations, meaning who interacts with whom and how they interact, and these 

interactions expose dependencies and show the impact of change; thereby, a business 

model also supports dynamic complexity. Similarly, Helfat et al. (2007) suggest that 

a business model concept fosters competitive advantage, and thus competitive 

advantages in the form of dynamic capabilities will allow a company to improve 

its position in the marketplace.  

Finally, in the ongoing fifth phase, these reference models are applied in 

management and information systems (IS) applications and tools. For instance, 

Hacklin and Wallnöfer (2012: 167) state that “The business model is a cognitive 

framework endowing entrepreneurs with a template for integrating and organizing 

strategically relevant elements, in order to successfully exploit a business 

opportunity.” Similarly, Bridgeland and Zahavi (2008: 34) suggest that the usage of 

business model analysis provides insights for decision making by providing the 

different alternative business model scenarios, and these different business models are 

easy to analyze and compare. Zott and Amit (2010) delve into the activity system 

perspective on business models through their literature review: “A business model 

can be viewed as a template of how a company conducts business, how it delivers 

value to stakeholders (e.g., the focal firms, customers, partners, etc.), and how it 

links factor and product markets.” They also assert that this activity systems 

perspective will address many vital issues, and thus this view can offer managers 

and academics a new vocabulary and conceptual toolbox to address them and to 

engage in insightful dialogue and creative design. 

From another perspective, Zott et al. (2011) split the business model concept 

literature into three main streams: 1) The first stream is “Business Models for e-

Business,” where the business model is not a value proposition, a revenue model, 

or a network of relationships by itself; instead, it is all of these elements together. 

2) The second stream is “Business Models and Strategy – value creation and value 

capture through activities,” where many of the business model conceptualizations 

proposed in this literature center on the notion of activities or activity systems. 3) 

The third stream is “Business Models, Innovation, and Technology Management,” 

where the business model is seen as a mechanism that connects a company’s 
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technology to customer needs and/or to other company resources, and thus the 

business model can be a vehicle for innovation as well as a subject of innovation. 

Also, Wirtz (2011) defines the development path for a business model concept. 

This development path indicates that one approach to business modeling involves 

moving from a technologically oriented business model to an electronic business. 

Besides the electronic business modeling approach, Wirtz (2011) discusses the 

business architecture (organizational/theoretical) and integrated descriptions of 

entrepreneurial activity (strategic) approaches. Finally, Wirtz (2011) suggests that 

the business model concept has moved toward a business model management 

approach that integrates all earlier business model concept approaches. Wirtz (2011) 

distinguishes between three modes of business model management: the 

entrepreneurial mode with a focus on growth, the adaptive mode with a focus on 

continuous adjustment to a changing environment, and the planning mode with a 

focus on both growth and efficiency, arguing that different modes are appropriate 

for different stages in the business model’s life cycle. This development path for a 

business model concept is presented in figure 6. 

 

Fig. 6. Development of a business model concept. 
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Similarly, the vast majority of research on business models has treated them as 

descriptions of how business is done (e.g. Chesbrough & Rosenbloom 2002: 532,  

Magretta  2002: 4), or  identified  the  underlying  elements  or components that 

describe the business model (e.g. Osterwalder et al. 2005, Zott & Amit 2010, 

Bridgeland & Zahavi 2008). The literature has also highlighted the importance of 

business model design for a company’s performance (e.g. Afuah 2004, Zott & Amit 

2008), especially as it relates to the emergence of Internet technology (Ghaziani & 

Ventresca 2005). Also, Zott et al. (2011) suggest three different business model 

concepts that might warrant distinct consideration: (1) electronic business model 

archetypes, (2) business model as activity system, and (3) business model as 

cost/revenue architecture. They also suggest that the field of business model 

research is now moving toward conceptual consolidation (Zott et al. 2011). 

From a business model archetype perspective, in 1998, Timmers classified 11 

generic types for Internet-based business models: e-shop, e-procurement, e-auction, 

e-mall, third-party marketplace, virtual communities, value chain service provider, 

value-chain integrators, collaboration platforms, information brokerage, and trust 

and other services. In 2001, Weill and Vitale defined eight atomic e-business 

models: content provider, direct to customer, full service provider, intermediary, 

shared infrastructure, value net integrator, virtual community, and whole of 

enterprise or government. In 2004, Rappa defined nine archetypes for web-based 

enterprises: brokerage model, advertising model, information-intermediary model, 

merchant model, manufacturer direct model, affiliate model, community model, 

subscription model, and utility and hybrid model. In 2013, Nielsen and Lund 

defined nine archetypes for e-business models: buyer-seller models, advanced 

buyer-seller models, multisided business models, business models based on 

ecology, bottom of the pyramid business models, business models based on social 

communities, co-creation and consumer-collaboration models, and freemium 

models. In 2014, Grassmann et al. defined 55 different business model archetypes. 

Here, all archetypes were not specific to Internet-based business, but those 55 

business model patterns represented a set of winning business models that a 

company may study and utilize while they are developing a new business model. 

Due to the fact that this study is not focused on any specific business model 

archetypes, nor aiming to create a list of business model archetypes, the remaining 

part of this chapter focuses on the strategic aspects of business models and business 

model change. Sub-chapter 4.2 discusses business models from the strategic 

perspective, and chapter 4.3 discusses business models from the change perspective. 
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4.2 The strategic view of business models 

In many respects, the research on business models rests upon a strategy discussion, 

and draws upon strategic concepts and issues (Osterwalder 2004, Morris et al. 2005, 

Rajala & Westerlund 2007). But, business model, strategy, business concept, 

revenue model, and economic model are often used interchangeably, and this lack 

of definitional clarity represents a potential source of confusion in terminology 

(Zott et al. 2011, Morris et al. 2005). The authors debating the subject differ widely, 

and there is a lack of understanding of the sensible validity of the business model 

as a device for strategy making (Hacklin & Wallnöfer 2012: 168). And some 

authors use the terms “strategy” and “business model” interchangeably (Magretta 

2002). A review of the literature shows that that business models and strategy are 

linked, but there are many distinctions between the two concepts (e.g. Magretta 

2002: 8, Osterwalder & Pigneur 2002, Rajala, Rossi & Tuunainen 2003, Mansfield 

& Fourie 2004, Heikkilä, Heikkilä & Lehmonen 2004).  

The business model is a system of interdependent activities that transcends the 

focal company and spans its boundaries (Zott & Amit 2010). Strategy is a 

contingent plan of action as to which business model to use (Casadeus-Masanell & 

Ricart 2010). Therefore, the use of the business model framework offers a better 

understanding of how the company’s strategy is embodied in its activities 

(Richardson 2008). Similarly, Mason and Spring (2011:1039) assert that the value 

of business models lies in their ability to frame action and reveal connections 

between those actions, across multiple levels of analysis. Also, Rappa (2004: 34) 

explains that a business model specifies what a company will do to create value, 

how it is situated among partners in the value chain, and the type of arrangement it 

has to generate revenue. 

While a business model does facilitate the analysis, testing, and validation of 

companies’ strategic choices, it is neither a company strategy nor a market strategy 

(Zott et al. 2011: 13-14). Strategy is considered in a forward-looking sense that 

relates to choices about paths or courses of action, like a directional roadmap 

(Baden-Fuller & Morgan 2010), and thus a well-designed business model defines 

and organizes the activities of a company to execute their strategy (Richardson 

2008). Similarly, Casadeus-Masanell and Ricart (2011: 9) state that a business 

model refers to the logic of the company (i.e. how it operates, and creates and 

captures value for stakeholders in a competitive marketplace), and strategy is the 

plan to create a unique and valuable position involving a distinctive set of activities.  
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Overall, the business model is a concept that includes such elements as pricing 

mechanisms, customer relationships, partnering, and revenue sharing (Hedman & 

Kalling 2002, Osterwalder & Pigneur 2003). The business model concept can be 

regrded as action related to value creation and value appropriation (Rajala et al. 

2003), and it is geared toward total value creation for all parties involved in the 

selected business model (Zott & Amit 2010; Baden-Fuller & Morgan 2010). The 

value of business models lies in their ability to capture important elements of 

organizational strategy and make them form a coherent and compelling whole 

(Timmers 1998). This means that the business model is an abstract link between 

strategy, business organization, and systems (e.g. Magretta 2002, Osterwalder et al. 

2005). This practical distinction identifies the business model as a system that 

shows how the business pieces will fit together, and at the same time, strategy 

includes the company’s competition (Magretta 2002). 

The business model concept can be viewed as a template for how a company 

conducts business, how it delivers value to stakeholders, and how it links the 

company and product markets (e.g. Zott & Amit 2010, Baden-Fuller & Morgan 

2010, Osterwalder et al. 2005). From this perspective, “The business model is a 

cognitive framework endowing entrepreneurs with a template for integrating and 

organizing strategically relevant elements, in order to successfully exploit a 

business opportunity” (Hacklin & Wallnöfer 2012: 167). First, the literature 

specific to business models describes the elements of the business model (table 4). 

Later, this literature focuses on how companies use their resources, and the business 

model is described in the form of a series of questions. 

Several authors have created definitions to describe these business model 

elements. For instance, Morris et al. (2005: 728) found 18 definitions; their list 

includes eight definitions that are similar to those in a study done by Shafer et al. 

(2005). Shafer et al. (2005) lists a total of 12 definitions from the publications 

between 1998 and 2002. These common findings are presented in table 4 with name 

of author, year of publication, specificity of the component, and total number of 

components. Due to the existence of so many perspectives, none of these 

definitions is totally accepted by the business community, but some business 

models are used more frequently in the academic literature.  
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 Perspectives on business model elements  

Authors Business model elements Number of 

elements 

Timmers (1998) Product/service information flow architecture, business actors and 

roles, actor benefits, revenue sources, and marketing strategy 

5 

Chesbrough & 

Rosenbaum (2000) 

Value proposition, target markets, internal value chain structure, 

cost structure and profit model, value network, and competitive 

strategy 

6 

Hamel (2001) Core strategy, strategic resources, value network, and customer 

interface 

4 

Amit & Zott (2001) Transaction content, transaction structure, and transaction 

governance 

3 

Weill & Vitale 

(2001) 

Strategic objectives, value proposition, revenue sources, success 

factors, channels, core competencies, customer segments, and IT 

infrastructure 

8 

Rayport & Jaworski 

(2001) 

Value cluster, market space offering, resource system, and 

financial model 

4 

Afuah & Tucci 

(2001) 

Customer value, scope, price revenue, connected activities, 

implementation, capabilities, and sustainability 

8 

Dubosson-Torbay, 

Osterwalder & 

Pigneur (2002) 

Products, customer relationship, infrastructure and network of 

partners, and financial aspects 

4 

One of the most popular business model templates was developed by Osterwader 

and Piqneur (2010). It consists of nine building blocks and these building blocks 

are used as the basis for a tool called the business model canvas (figure 7). These 

nine building blocks are: 1) Customer segments that define the different groups of 

people or organizations an enterprise aims to reach and serve. 2) Value proposition 

solves a customer problem or satisfies a customer need and it describes a reason 

why customers turn to one company over another. 3) Channel describes how a 

company delivers a value proposition and communicates with and reaches its 

customer segments. 4) Customer relationship describes the type of relationship 

(vary from personal to automated) it wants to establish with each customer segment. 

5) Revenue streams represent the cash a company generates from each customer 

segment and each revenue stream may have different pricing mechanisms. 6) Key 

resources are the most important assets required to make a business model work; 

those can be physical, financial, intellectual, or human. 7) Key activities are the 

most important things a company is expected to carry out to make its business 

model work, and they are required to create and offer the value proposition, reach 
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markets, maintain customer relationships, and earn revenues. 8) Key partnerships 

are the network of suppliers and partners that make the business model work; often, 

these partnerships are a cornerstone of many business models. 9) Cost structure 

describes the most important costs incurred while operating under a particular 

business model. The business model canvas is built around the value proposition, 

and thus building blocks 1, 3, 4, and 5 are a novel description of how the company 

can make revenue from the value they are creating. Building blocks 6, 7, 8, and 9 

describe how the company creates value.  

 

Fig. 7. Business model canvas (Osterwalder & Piquer 2009:44). 

Recently, some business models have shifted from focusing on the resources 

companies have to how they use them (McGrath 2010). For instance, Onetti, Zucchella, 

Jones and McDougall-Covin (2012) suggest that the combination of three 

dimensions (focus, modus, and locus), along the different business activities, 

provides a definitional framework for the business model. As opposed to earlier 

business model templates, the question-based templates present the business model 

from the action perspective.  

Many authors have also described the business model in the format of a series 

of questions. For instance, Magretta (2002: 4) suggests that a good business model 
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answers four questions: 1) Who is the customer? 2) What does the customer value? 

3) How do we make money in this business? 4) What is the underlying economic 

logic that explains how we can deliver value to customers at an appropriate cost? 

Loewe and Chen (2007) use five questions: 1) Whom do we serve? 2) What do we 

provide? 3) How do we provide it? 4) How do we make money? 5) How do we 

differentiate and sustain advantage? Frankenberger et al. (2013) and Gassmann et 

al. (2014) suggest that business model conceptualization consists of four central 

dimensions: who, what, how, and why. Also, Mitchell and Coles (2003, 2014) 

suggest that a business model consists of the combined elements of “who,” “what,” 

“when,” “why,” “where,” “how,” and “how much,” as they pertain to providing 

customers and end users with products and services.  

Similarly, Ahokangas et al. (2014) suggest that a business model consists of 

the elements of “what,” “how,” “why,” and “where.” This opportunity-centric 

business model wheel answers the questions of what, how, why, and where, and it 

also complements these questions with elements that can be seen as building blocks 

(figure 8). Adding to earlier business model conceptualizations, a “where” element 

in the business model wheel divides the internal and external section for every 

building block element. This business model tool is supported, for instance, by Zott 

and Amit (2009) who suggest that a business model implies a different set of 

activities, as well as the resources and capabilities required to perform them, and 

those can be done either inside the company or through cooperation with partners, 

suppliers, or customers. Unlike the value-based business model canvas 

(Osterwalder & Piquer 2009), Ahokangas et al. (2014) describe the business model 

as opportunity-centric. Similarly, for instance, Zott and Amit (2005) explain that 

opportunities are explored and exploited through a business model.  
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Fig. 8. Business model wheel. 

Zott et al. (2011) have identified four emerging themes among scholars of business 

models: 1) The business model is emerging as a new unit of analysis; 2) Business 

models emphasize a system-level, holistic approach to explaining how companies 

do business; 3) Company activities play an important role in the various 

conceptualizations of business models that have been proposed; and 4) Business 

models seek to explain how value is created, not just how it is captured. They also 

propose that these emerging themes could serve as catalysts for a more unified 

study of business models. In this research, the business unit is used as a unit of 

analysis. Through the selected view of dynamic capability (sensing opportunity, 

seizing opportunity, and transforming opportunity and managing threats), the 

analyzed unit in this research is opportunity, and thus the selected business model 

for this research is a business model wheel (figure 8). This selection of business 

model is supported, for instance, by Bock and George (2011), who describe 
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business models as opportunity-centric. Similarly, Zott and Amit (2005) suggest 

that business models are designed to maximize the business opportunity. Even 

further, the success of a business model is dependent on the commitment of 

involved internal and external actors (e.g. network operators, financial institutions, 

and retailers) (Faber et al. 2003), and the selected business model wheel addresses 

the internal and external perspective for every specific activity. Indeed, this view 

offers important knowledge in the latter part (i.e. analysis, conclusions) of this 

research.  

4.3 Business model change  

The business model is a reflection and a result of strategy, as well as a way of 

implementing it, and thus a way to position the company in its competitive 

environment (Willemstein et al. 2007), and the company’s strategy can consist of 

an unlimited number of different business models (Seddon et al. 2004: 3). In one 

view, a business model should be simple, so that others can easily understand it, 

communication of content is easier, and the business model is easier to maintain 

(Bridgeland & Zahavi 2008: 211). Smith, Binns, and Tushman (2010: 4) assert that 

“learning organizations are complex business models that attend to paradoxical 

strategies for the present and the future, which host tensions between learning and 

performance, stability and change, control and flexibility, alignment and 

adaptability.”  

To be a source of competitive advantage, the business model must be 

something more than just a logical way of doing business (Teece 2010). And 

problems often occur when businesses move into an Internet-based business 

without carefully considering the strategic implications of their move (Damanpour 

2001). For instance, simply incorporating Internet technology into a new business 

model can generate reductions in per-unit costs and increases in per-unit revenues 

over time (DeYoung 2005). The probability of long-term success increases when a 

company tests its strategic options through its business models, meaning the 

business model provides a powerful way for executives to analyze and 

communicate their strategic choices (Baden-Fuller & Morgan 2010). The strategy 

focuses on building competitive advantage by defending a unique position, and 

those positions are created by virtuous cycles and therefore companies should 

develop business models that will activate those cycles (Casadeus-Masanell & 

Ricart 2011:9). At the same time, a business model is never complete because the 
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process of making strategic choices and testing business models is ongoing and 

iterative (e.g. Baden-Fuller & Morgan 2010, Magretta 2002). 

Recenlty, studies on strategic competitive advantage have increasingly moved 

toward addressing value creation through the innovation of business models 

(Chesbrough 2007, Prahalad & Krishnan 2008, Johnson et al. 2008). Here, the 

business model provides the innovative framework that introduces a new 

perspective into the management discussion (Hacklin & Wallnöfer 2012). Business 

model innovation has become increasingly important both in academic literature and 

in practice, given the increasing number of opportunities for business model 

configurations enabled by technological progress, new customer preferences, and 

deregulation (Casadesus-Masanell & Zhu 2011). Indeed, the business model has 

attracted much attention among practitioners and academics due to its impact on a 

company’s competitive advantage, especially in today’s turbulent, global business 

environment (Richardson 2008, McGrath 2010, Teece 2010). 

The term Internet-based business refers to “doing business electronically,” and 

it is typically used for companies that conduct business exclusively over the 

Internet (Zott et al. 2011: 7). Wirtz, Schilke, and Ullrich (2010) suggest that the 

ongoing Internet evolution will result in many ideas for business model innovation. 

However, Internet technology by itself has no single objective value until it is 

commercialized via a business model (Chesbrough 2010: 354). And 

commercializing through different business models will cause different returns 

(Chesbrough 2010: 354). Business model innovation involves replacing the 

existing business model of a company, and it focuses on changing the value 

delivery system of the company (Mitchell & Coles 2003). The change in business 

model can be linked to the type of company being pursued, and business models for 

survival, lifestyle, growth, and speculative ventures might be expected to vary in 

formality, uniqueness, and sophistication (Morris et al. 2005: 733).  

In the technology and innovation management field, the business model is seen 

as a mechanism that connects a company’s technology to customer needs and/or to 

other company resources. In this field, the business model can be a vehicle for 

innovation as well as a subject of innovation; thus, the business model is also part 

of a comprehensive framework for thinking about systemic change (Zott et al. 

2011). Nowadays, innovation is expected to include the business models rather than 

just technology and research development (Chesbrough 2007:12). Even empirical 

research has shown unequivocally that business model innovation carries greater 

potential for success than just product or process innovation (figure 9), but business 
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model innovation represents only 10% of total innovation investments in 

multinational corporations (Grassmann, Frankenberger & Csik 2014).  

 

Fig. 9. Additional innovation potential through business model. 

The business models address the motivation for the business, business processes, 

organization, and policies (Bridgeland & Zahavi 2008: 36), and strategic agility is 

essential to having the ability to change the business models (Doz & Kosonen 2010). 

Hence, decision makers within organizations are expected to continuously strive to 

align organizational goals with the external environment to achieve strategic fit 

(Hambrick & Canella 2004; Sirmon & Hitt 2009). Hence, Teece (2010) suggests 

that good business model design and implementation involves assessing internal 

factors as well as external factors concerned with customers, suppliers, and the 

broader business environment. Also, Al-Debei and Avison (2010: 373) point out 

that business models in Internet-based businesses are typically being designed 

according to the internal factors of organizations together with external 

environmental factors. Due to the importance of this subject for business model 

change, subchapters 4.2.1 and 4.2.2 will explore these factors more deeply through 

the existing literature of business models. Similar to Al-Debei and Avison (2010), 

the internal factors (4.3.1) include all organizational subjects, and the external 

factors (4.3.2) include all environmental subjects. This is a fresh way to orchestrate 

business model change related factors, and therefore some of the factors that are 

found may belong into any category of factors. But, this partition was done by the 

author with the best available skills and knowledge in order to utilize this 

information as a frame of analysis in the latter part of this thesis. The selection of 

internal and external factors is supported by Faber et al. (2003), who suggest that a 
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business researcher is supposed to identify the critical success factors to understand 

the dynamics of business models. 

4.3.1 Internal factors of business model change 

Chesbrough (2010) points out that the barriers to changing business models are real 

and organizational processes should be changed to provide more support for 

business model change. Similarly, Teece (2010: 5) suggests that selecting, adjusting, 

and/or improving a business model is a complex art, and good designs are highly 

situational, and thus the design process involves iterative processes. Tools are 

useful to explicate the business model, but tools cannot alone promote 

experimentation and innovation (Chesbrough 2010: 360). Indeed, companies 

should adopt an effectual attitude toward business model experimentation. Hence, 

organizations should identify internal leaders for business model change in order to 

manage the results of these processes and create a new, better business model for the 

company (Chesbrough 2010). 

Managers play an important role in orchestrating the necessary complementary 

and other organizational assets, and in inventing business models and new 

organizational forms (Augier & Teece 2009). And business model change always 

involves people, and therefore change projects will often fail because of people rather 

than technology (Bridgeland & Zahavi 2008: 25). For example, when a software 

vendor develops new products and/or services, the management of the company is 

supposed to evaluate how these changes are impacting the whole business model (Ojala 

& Tyrväinen 2011: 7). Additionally, business model innovators should view their 

customers as important knowledge partners and develop the ability to proactively 

manage and utilize customer knowledge (Jiebing et al. 2013). 

Basically, every choice by management involves a fundamentally different 

business model (Zott & Amit 2010), and top management has an important role in 

initiating and implementing strategic renewal, and the role is not limited to being a 

creator of proposals or a retroactive legitimizer (Wielemaker, Elfring & Volberda 

2000). Learning behavior enables executives to experiment, take risks, try 

alternative routines and strategies, and modify their decision-making processes. 

Indeed, leaders that manage paradoxical strategies have to engage in learning on 

multiple levels (Smith et al. 2010: 455). The design of a new business model is 

crucial and a difficult task for the leaders, who must rethink the company’s old 

business model to prepare their company for the future (Zott & Amit 2010). This 

requires leaders that are capable of communicating a common vision, managing 
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ongoing conflicts, building variable organizational designs, and engaging in long-

term integrative thinking (Smith et al. 2010).  

Business model innovation is vitally important and yet very difficult to achieve 

(Chesbrough 2010). Casadeus-Masanell and Ricart (2011) point out that 

development of innovative business models has never been easy. Indeed, the 

companies should develop a capability for business model innovation (Chesbrough 

2010), and continuous business model innovation is an important capability for 

every company that is seeking success in the long term (Sosna et al. 2010: 384).  

Business model innovators should strategically leverage Internet technology to 

capture value (Jiebing et al. 2013). The value delivery for an Internet technology-

enabled business model innovation often involves the separation of accessing an 

Internet technology-enabled service and implementing service-targeting activity 

(Jiebing et al.  2013). Indeed, many companies will integrate Internet-based 

services in their business processes in order to innovate their business models to 

surpass their competitors and increase profits (Sakellaridis & Stiakakis 2011).  

Radical innovations, in particular, will require many resources (Ellonen et al. 

2009), and approvals may need acceptance from an outside organizational unit, but 

even if an enterprise assesses the opportunity, it can still decide not to invest in it 

(Teece 2009). Indeed, managers will need organizational processes and enough 

authority to undertake needed business model experiments, but also the ability to 

take actions based on the results from those experiments (Chesbrough 2010: 360). 

Also, Leih et al. (2014) suggest that business model change may require changes 

to the boundaries of the company, and will usually require changes in the internal 

organizational structure and control, and even in the company culture. Similarly, 

Chesbrough (2010) observes that the organization’s culture is expected to find ways 

to embrace the new business model while maintaining the effectiveness of the 

current business model until a new business model is ready to be fully implemented.  

Table 5 presents the internal factors related to business model change. 

 Internal factors in business model change 

Author Key themes 

Wielemaker, Elfring & 

Volberda (2000) 

Top-management commitment 

Hambrick & Canella (2004); 

Sirmon & Hitt (2009) 

Strategic fit requires continuous goal alignment with environmental changes 

Ellonen et al. (2009) Business model change demands resources 
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Author Key themes 

Zott & Amit (2010) Every management choice involves fundamentally different business 

model. Future-focused thinking is needed in business model change 

Teece (2009); Chesbrough 

(2010) 

Enough decision making power to change the business model 

Al-Debei & Avison (2010) Company strategy is aligned with business model change 

Chesbrough (2010) Development of capability for business model innovation, identified internal 

leaders for business model change, need processes & tools that support 

the business model change, organizational culture that supports business 

model change 

Doz & Kosonen (2010) Strategic agility enables business model change 

Sosna, Trevinyo-Rodriguez 

& Velamuri (2010) 

Continuous business model innovation  

Smith, Binns & Tushman 

(2010) 

Leaders have enough skills and competencies that support proper business 

model change. Executives that have learning behavior and skills.  

Teece (2010) Iterative processes that support ongoing business model change 

Sakellaridis & Stiakakis 

(2011) 

Integrated information technology in business processes 

Jiebing, Bin & Yongjiang 

(2013) 

Utilization of Internet technology to capture value, build ability to proactively 

manage and utilize customer knowledge 

Leih. Linden & Teece (2014) Proper organizational structure and control. Company culture to support 

business model change 

4.3.2 External factors of business model change 

Internet-based businesses exploit the potential of the Internet as a complement to a 

company’s traditional operations (Zott et al. 2011: 7). And companies utilizing the 

Internet are able to achieve excellent performance and attain accelerated growth 

and profits compared to traditional businesses (Sakellaridis & Stiakakis 2011).  

Scalability is generally an important characteristic for a company that is 

utilizing an Internet-based business strategy (Nguyen 2002). An Internet business 

should consider the scalability of the technical infrastructure, but companies 

utilizing an Internet-based business strategy should simultaneously pay attention to 

the scalability of the business model (Su et al. 2001). Similarly, Stampfl et al. (2013) 

assert that scalability in Internet-based businesses should be considered an 

important element for business model innovation. For instance, Stampfl, Prügl, and 

Osterloh (2013) suggest that the scalability of an existing business model can be 

increased by concentrating the value through working with co-partners or 

franchising, but it is crucial that managers bear in mind the significance of 
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understanding and acknowledging partners’ incentives (Eriksson et al. 2014). 

Moreover, scalability is often considered a fundamental factor in business model 

innovation and company growth (Amit & Zott 2001, Rappa 2001, Bouwman & 

MacInnes 2006), and thus all companies should be focused on the scalability of the 

business model (Su et al. 2001). Scalability offers the company the capacity to scale 

up or down during an economic disruption, and growth potential through business 

model scalability has a positive impact on investor interest in the company (Stampfl 

et al. 2013: 240). Start-ups, in particular, should consider adopting easily scalable 

business models to catch the attention of venture capital investors (Paull, Wolfe, 

Hebert & Sinkula 2003). 

The digital ecosystem is a new networked architecture and collaborative 

environment (Chang & West 2006), where successful business models are 

attracting copycats, and thus business models have to be “differentiated, effective, 

and efficient” (Teece 2010). The digital ecosystem is defined as an open, loosely 

coupled, domain-clustered, demand-driven, self-organizing agents’ environment, 

where every species (i.e. biological, economic, and digital) is proactive and 

responsive regarding its own benefits or profits (Chang & West 2006). Hence, the 

extended web services architecture, self-organizing intelligent agents, ontology-

based knowledge sharing tools, and a swarm of intelligent recommendation system 

technologies provide services that are required for digital ecosystems (Chang & 

West 2006).  

Zott and Amit (2009) suggest the important role of the ecosystem in business 

model success. Also, Björkdahl & Holmén (2013: 223) explain that ecosystems of 

suppliers, competitors, and other actors both enable and constrain the companies’ 

efforts to  innovate their  business  models. The external alignment with partners, 

suppliers, and customers is an important characteristic of an effective and 

collaborative business model (Giesen et al. 2010). Indeed, the relationships within 

the innovation network are important elements in the development and 

commercialization of innovations (Timmers 1998). Similarly, Ojala and Tyrväinen 

(2011: 7) suggest that companies can reduce the threat of competition by developing a 

business model that benefits all partners; this makes it difficult for newcomers to 

disrupt any piece of the value chain. In the design of network business models, the 

focus shifts from creating value through internal activities to creating value through 

external relations (Timmers 1998). Indeed, companies should actively deploy 

Internet technology (IT) to enhance communication and value co-creation with 

customers (Jiebing et al. 2013), and adjust their operations and strategies to some 
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extent while developing their networked business model (Heikkilä, Heikkilä & 

Tinnilä 2007:229).  

Table 6 presents the external factors for business model change. 

 External factors for business model change 

Author Key themes 

Timmers (1998) Relationship within the innovation network is important. Focus from internal 

value creation activities toward value through external activities 

Su et al. (2001) Focus to scalability of business model and technology 

Amit & Zott (2001), Rappa 

(2001), Bouwman & 

MacInnes (2006) 

Scalability is fundamental factor for business model design 

Paull et al. (2003) Scalability is important to reach venture capital investor attention 

Zott & Amit (2010); 

Björkdahl & Holmén (2013) 

Ecosystem is important for business model success 

 

Giesen et al. (2010) Alignment with partners, suppliers, and customers is important 

Teece (2010) Business model has to be “differentiated, effective, and efficient”  

Ojala & Tyrväinen (2011) Reduce threat of competition by business model that benefits all partners 

Stampfl, Prügl & Osterloh 

(2013) 

Scalability by value combining with co-partners or franchising. 

Stampfl, Prügl & Osterloh 

(2013) 

Scalability is important element in business model innovation and during 

economic disruption. Scalability also attracts venture capital investor 

Jiebing, Bin & Yongjiang 

(2013) 

Utilization of Internet technology (IT) to enhance communication and value 

co-creation with customers 

4.3.3 Business model change as a process 

The process theories consist of statements to explain how and why a process 

unfolds over time (Van de Ven & Sun 2011). Van de Ven and Poole (1995) have 

defined four alternative process theories to explain development and change in 

organizations, and these alternative process theories for organizational 

development and change are: 1) evolution, 2) dialectic, 3) life cycle, and 4) 

teleology. In the life cycle and teleology theories, the unit of change is a single 

entity, and in the evolution and dialectic theories, the unit of change is multiple 

entities (Van de Ven & Poole 1995).  

From the perspective of multiple entities, for instance, the study by Demil and 

Lecocq (2010) examines business model change by focusing on the interactions 

between core elements of the business model. They find three main tasks to 
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consider business model dynamics. These three tasks are: 1) monitor and analyze 

the environmental and organizational risks and uncertainties that may impact the 

company’s existing business model, 2) anticipate the potential consequences of 

both environmental and internal changes, 3) managers should participate in these 

sequences, implementing deliberate actions to promote consistency between their 

business model components, with the aim of preserving or increasing their 

organization’s performance. (Demil & Lecocq 2010).  

But, this research is focused on studying the process of business model change 

rather than change to elements in a business model. From that perspective, the 

business model is a single entity. Thereby, only the life cycle and teleology process 

theories are suitable options in this research. The change model in life cycle is 

prescribed, meaning it depicts the process of change in an entity as progressing 

through a necessary sequence of stages: start up, grow, harvest, and terminate. And 

the teleology change model is a cycle of goal formulation, implementation, 

evaluation, and modification of goals based on what was learned by the entity (Van 

de Ven & Poole 1995).  

The sustainability of any business model is unclear because market changes 

can quickly make existing business models obsolete or less profitable (Sosna et al. 

2010). In today’s fast-paced environment, a dynamic course correction is often 

required to bring new business models into markets (Giesen et al. 2010), and a 

business model has its own life cycle (figure 10) (Wirtz 2011).  

 

Fig. 10. Business model life cycle. 

“Life cycle theory is rooted in the approach of the gross anatomist in biology who 

observes a sequence of developing fetuses, concluding that each successive stage 
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evolved from the previous one” (Van de Ven 1992: 177). Unlike life cycle theory, 

the teleological process has no prefigured rule, logically necessary direction, or set 

sequence of stages (Van de Ven & Poole 1995). Similar to teleology theory, the 

three clusters (sensing, seizing, and transforming) of dynamic capability used in 

this research have no order, but companies should be active in all clusters (Teece 

2007).  

The model of planned change in the teleology process theory assumes that 

people initiate efforts to change when their action thresholds are triggered by 

significant opportunities, problems, or threats (Van de Ven & Sun 2011). In the 

technology and innovation management field, the business model is seen as a 

mechanism that connects a company’s technology to customer needs and/or to 

other company resources (Zott et al. 2011). Therefore, any changes in markets can 

make existing business model obsolete or less profitable (Sosna et al. 2010), and a 

business model is expected to be reassessed again and again (Shafer et al. 2005, 

Baden-Fuller & Morgan 2010).  

The teleological process theory implies standards by which change can be 

judged (Van de Ven 1992). Also, business model change consists of internal and 

external factors that can be used to judge the design of the business model (e.g. 

Giesen et al. 2010, Al-Debei & Avison 2010, Teece 2007, 2010). The teleology 

process theory focuses on the prerequisites for attaining a goal or end state, and 

prerequisites are the needed functions that are: expected to be fulfilled, 

accomplishments that are supposed to be achieved, or components that are 

supposed to be built or obtained for a realized end state (Van de Ven & Poole 

1995:516). Similarly, Demil and Lecocq (2010) suggest that the business model 

concept represents a transformational approach, where the business model is 

considered a tool to address change and focus on innovation in the organization or 

in the business model. Also, Osterwalder at al. (2005) point out that when a 

company decides to adopt a new business model or to change an existing one, the 

capturing and visualizing of a new business model improves the planning, change, 

and implementation phases of the company business change. It is much easier to 

go from one point to another when everyone understands, communicates, and 

shows which elements need to be changed (Osterwalder et al. 2005). 

A teleology process theory is based on the assumption that a developing entity 

is purposeful and adaptive, by itself or in interaction with another. And the entity 

socially constructs an envisioned end state and selects a course of action to reach it 

from the alternatives (Van de Ven 1992:178). From that perspective, the business 

model is a system that shows how the business concept pieces are connected 
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together (e.g. Magretta 2002, Osterwalder et al. 2005), and it facilitates the analysis, 

testing, and validation of companies’ strategic choices (Zott et al. 2011: 13-14). 

Hence, every business enterprise either explicitly or implicitly employs a particular 

business model (Teece 2010), and the same business model can be applicable for 

various companies (Osterwalder et al. 2005). These findings support the selection 

of constructive teleology theory (c.f. Van de Ven & Poole 1995) (figure 11) and 

suggest that business model change is a constructive process. 

 

Fig. 11. Teleological process theory of organizational development and change. 

4.3.4 Summary of business model change 

Sosna et al. (2010) describes the explore and exploit phases in the process of 

business model innovation. This model focuses on exploring and exploiting the 

business opportunity. Additionally, the model consists of four phases (the first two  

are explore stages and the last two are exploit phases): 1) explore initial business 

model design and testing, 2) business model development, 3) scaling up a refined 

business model, and 4) exploitation and further exploration (Sosna et al. 2010).  

Osterwalder et al. (2005) define the process of business model change in four 

phases: plan, implement, capture and visualize, and change. They suggest that 
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visualization of the business model will improve the business plan and the 

implementation. 

Wirtz (2011) explains that the business model change process consists of 

initiation, concept, implementation, and evaluation phases. The initiation phase 

includes analysis of strengths and weaknesses of the existing business model, 

collecting ideas, evaluation of inventions for innovation aptitude, and initiation of 

change through internal and external factors. The concept phase includes 

developing rough and detailed concepts, detailed descriptions and determination of 

interactions of business model partial models, and development of business model 

structure. The implementation includes project schedules, target-performance 

comparison of resources and competencies, initiation of change, and risk 

management during implementation. The evaluation phase includes the controlling 

of corporate success figures, initiation of corrections of components and structure, 

continuous inspection of unwanted changes in order to secure sustainability, and 

the evaluation of success up to this point (Wirtz 2011). 

Frankenberg et al. (2013) propose a 4I business model innovation process 

consisting of four generic phases: initiation, ideation, integration, and 

implementation, and they identify various challenges at every phase. Similarly, 

Gassmann et al. (2014) suggest that the process of business model change consists 

of initiation, ideation, integration, and implementation. The initiation phase is about 

analyzing an ecosystem, ideation is about selecting the ideas, and integration is 

about the details of the business model. Ideation is an iterative process between the 

initiation and integration phases. Implementation is the final step in realizing the 

plan, and it consists of testing, adapting, and market introduction. Table 7 presents 

these constructive processes of business model change from the perspective of 

teleology process phases.  

 Teleology theory and existing literature on business model change 

Author Goal formulation Implementation Evaluation Modified goals 

Osterwalder et al. 

(2005) 

Plan Implement Capture & 

visualize  

Change 

Sosna et al. 

(2010) 

Business model 

development 

Scaling up a refined 

business model 

Exploitation and 

further exploration 

Explore initial 

business model and 

testing 

Wirtz (2011) Concept Implementation Evaluation Initiation 

Frankenberg et 

al. (2013) 

Integration Implementation Initiation Ideation 
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Author Goal formulation Implementation Evaluation Modified goals 

Gassmann et al. 

(2014) 

Integration Implementation Initiation Ideation 

Ahokangas & 

Myllykoski (2014) 

Strategizing Practicing Assessing Visioning 

Since almost all business model change processes are focused on business model 

innovation, the existing processes are static and linear. This raises a concern 

regarding the dynamic capability in those change processes. For instance, if the 

environment changes during the process, how will it affect the process and a 

business model undergoing change? Even with these concerns, it seems that the 

process of business model change has a constructive structure (Figure 12) with four 

phases. These phases are: 1) evaluation, 2) modified goals, 3) goal formulation, and 

4) implementation.  

1. Business models are influenced by factors inside and outside of the company 

(Teece 2010). And evaluation is about analyzing the ecosystem (Gassmann et 

al. 2014), and strengths and weaknesses of the existing business model (Wirtz 

2011).   

2. Business modeling helps business transformations succeed as it supports the 

implementation of change (Bridgeland & Zahavi 2008). And good business 

model design involves assessing internal and external factors (e.g. Giesen et al. 

2010, Al-Debei & Avison 2010). 

3. When a company decides to change an existing business model, the capturing 

and visualizing of the new business model improves planning, change, and 

implementation of the new approach (Osterwalder et al. 2005). Transformation 

analysis uses existing and targeted business models to understand how the 

business is expected to change from the present into the future (Bridgeland & 

Zahavi 2008). 

4. Business model change requires implementation (Osterwalder et al. 2005), and 

implementation involves assessing internal and external factors (Teece 2010).  
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Fig. 12. Process of business model change. 

In the evaluation phase 

The business models for Internet businesses should be reviewed continually to 

ensure their fit with the complex, uncertain, and rapidly changing external 

environment (i.e. national culture, market opportunities, laws and regulations, 

customer-base size and nature, competition level, and technological advances) (Al-

Debei & Avison 2010). Companies are expected to be able to accurately sense 

ongoing changes within their environment (Harreld et al. 2006). And the type of 

information, frequency of sensing, and filtering mechanisms depend on the level of 

dynamism in the environment (Petit & Hobbs 2010).  

A company is expected to search their core business and their ecosystem, and 

to embrace its potential collaborators that are active in their innovative activity 

(Teece 2009). As the business model is seen as a description of how the business is 

done (e.g. Chesbrough & Rosenbloom 2002: 532, Magretta 2002: 4), clearly, the 

business model includes the core business. Similarly, Wirtz (2011) suggests that the 

business model change process initiation phase includes analysis of strengths and 

weaknesses of the existing business model. But, for instance, a product-centric 

business model may not sense the service opportunities (Kindström, Kowalkowski 

& Sandberg 2013), and thus it is better to use an opportunity-centric business model 

(e.g. Bock & George 2011).  
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The business model can be a vehicle for innovation as well as a subject of 

innovation (Zott et al. 2011: 15-16). Internally driven changes, such as product or 

service innovations, create demand for new business models (Giesen et al. 2010). 

And successful business model innovation takes advantage of existing high-value 

assets and capabilities (i.e. unique skills, talent, processes, or technology) within 

the organization (Giesen et al. 2010).  

In the modified goals phase 

McDonald and Eisenhardt (2014) suggest that the heart of strategy in new markets 

is quick development of a viable business model and, without it, a company will 

fail or exit the market. In their model, opportunities are explored through discovery-

driven business model planning. One of the advantages of using a discovery-driven 

planning approach is that a company can experiment with business models 

conceptually before any investment is required (McGrath 2010). Also, Chesbrough 

(2010) points out that discovery-driven planning enables companies to model 

uncertainties and update financial projections as their experiments create new data. 

The exploitation phase also creates the initial results for experiments showing new 

information, for instance, that could lead to a previously latent business opportunity.  

Start-ups should attempt to discover opportunities through a suitable business 

model to test the feasibility of their business opportunity, leading to the discovery 

of viable opportunities (Johansson & Abrahamsson 2014). Similarly, for instance, 

Bock and George (2011) define an opportunity-centric business model 

reconceptualization, and present a useful framework to assess the impact of 

opportunities on a company’s behavior and the business models. Also, Fiet and 

Patel (2008) explore the idea that the business model is built through an opportunity 

assessment of entrepreneurs to magnify them as much as possible. From another 

perspective, Sosna et al. (2010) point out that the phase of “explore initial business 

model design and testing” covers the same subject, but from the perspective of 

business model change. 

In the goal formulation phase 

Business model innovation often affects the whole enterprise (Amit & Zott 2001). 

For instance, changing the business model can change the boundaries of the 

company (Leih et al. 2014). The initial step in business model innovation is to 

determine the current situation and identify the target position; this “big picture” 
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supports a discussion of what the business model should look like when the target 

position is reached (Kindström & Kowalkowski 2014). Indeed, the same idea or 

technology taken to market through different business models will result in 

different economic outcomes (Chesbrough 2010: 354). 

Business modeling is still a niche, but it is growing rapidly as it helps business 

transformations succeed by supporting the implementation of change (Bridgeland 

& Zahavi 2008), and it focuses on detailed requirements, improvement, 

modification, and recreation (Morris et al. 2005). Zott and Amit (2010: 9) discuss 

the “activity system perspective” that can be an important step toward fostering 

improved empirical understanding of past and current business models, and by 

development of new and exciting business models for the future. There are several 

business change analysis techniques that can reveal insights from an existing 

business model. Business model analysis is always about business change. For 

instance, transformation analysis uses an as-is and a to-be business model to 

understand how a business is expected to be transformed from as-is to the to-be 

situation. Impact analysis uses a business model to understand the impacts of 

proposed change to the business. Acquisition analysis uses the business model to 

determine whether to acquire another business (Bridgeland & Zahavi, 2008: 290-

291). 

Wirtz (2011) describes four types of business model change: 1) stabilized 

business model, 2) moderate change, 3) strong change, and 4) radical shift. The 

radical business model innovation change includes all elements of the business 

model (Kindström & Kowalkowski 2014). O’Connor (2008) describes “major 

innovation,” and it can consist of radical change and a totally new innovation of 

the business model. The integrative approach combines organizational learning and 

inertia, hence a systematic replication. For instance, a company can have sets of 

routines that change the main routines of an organization, and then the organization 

becomes less static. The innovation routine approach is about creating some new 

parts, and these parts can develop a new enabler for company capabilities, but it is 

hard to create routines through the innovations (Schreyögg & Kliesch-Eberl 2007). 

Incremental business model change might consist of a shorter and more focused 

change or changes limited to certain elements of the business model (Kindström & 

Kowalkowski 2014). However, an incremental change to the business model can 

make a significant difference in the company’s success (Sosna et al. 2010).  
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In the implementation phase 

Business model change requires an implementation phase (Osterwalder et al. 2005). 

For instance, changing the business model can change the boundaries of the 

company, and these new boundaries will require implementation (Leih et al. 2014). 

A great business model can be managed badly and fail just as much as a weak 

business model may succeed because of strong management and implementation 

skills (Osterwalder et al. 2005).  

Business models are designed to create and capture value (e.g. Zott & Amit 

2010, Baden-Fuller & Morgan 2010). And choices about how to capture value will 

help to determine the architecture or design of a business (Teece 2007: 1330). 

Having captured the business model, it may become easier to identify the relevant 

measures to follow (Osterwalder et al. 2005). But, business models can be designed 

“easily” in theory; only the application and testing in the market, often through pilot 

projects, can provide the insights that are needed to understand if and how the 

business model will succeed (Giesen et al. 2010:8).  

Similarly, Osterwalder et al. (2005) suggest that when a company decides to 

change an existing business model, the capturing and visualizing of the new 

business model improves planning, change, and implementation of the new 

business approach (figure 13).  

 

Fig. 13. Planning, changing, and implementing business models. 

After management completes the new design of the business model, this design 

becomes a new business to achieve, and it indicates what business model elements 

are required to change. With this knowledge, it is easier to go from the current 

business model to the new one. The T0 in figure 13 describes the situation that 

occurs once the management team has analyzed the existing business model and its 

adequacy for the environment, and designed a new business model. This new 

business model sets a future goal to achieve and it guides planning, change, and 

implementation of the new business. The Tfuture describes the future when a 
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targeted business model is implemented, and thus new business is operational. 

(Osterwalder et al. 2005.)  

Gassmann et al. (2014) suggest that business model implementation is an 

iterative process (figure 14) that requires new designs, prototypes, and testing. 

Similarly, Linder and Cantrell (2000) suggest that change models are the core logic 

for how the company will change over time to remain profitable in a dynamic 

environment. Hence, business models often generate virtuous cycles and feedback 

loops that strengthen the business model elements with every iteration. (Casadesus-

Masanell & Ricart 2010). 

 

Fig. 14. Iteration cycles of business model. 
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“The skills that result in the identification and/or development of an opportunity 

are not the same as those required to profit from or exploit the opportunity”.  

- Teece 2007: 1321 
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5 Business model change as a dynamic 
capability  

Dynamic capabilities enable company expansion and work as antecedents for 

corporate diversification (Liu & Hsu 2011), and thus utilization of dynamic 

capabilities can enable good profits in the long term (Teece & Augier 2009). This 

chapter explores the process of business model change from the dynamic capability 

perspective, and develops the theoretical a priori model for business model change 

as a dynamic capability. This chapter consists of four sub-chapters. Chapters 5.1, 

5.2, and 5.3 discuss the business model change literature from the dynamic 

capability perspective. Chapter 5.1 consists of the dynamic capability cluster of 

sensing opportunities, chapter 5.2 consists of the dynamic capability cluster of 

seizing opportunities, and chapter 5.3 consists of the dynamic capability cluster of 

transforming and managing threats. Finally, chapter 5.4 describes the a priori model 

of business model change as a dynamic capability. 

5.1 Sensing opportunities in the process of business model 

change 

Conceptually, opportunity recognition coincides with or precedes the formation of 

intentions to set up a new business (Gaglio 1997). Thus, sensing is about 

identification and assessment of opportunity (Teece 2012). Also O’Reilly and 

Tushman (2007) suggest that sensing opportunities requires the activities of 

scanning, searching, and exploration. Similarly, the act of entrepreneurship and a 

traditionally synonymous formation of new business are based on two fundamental 

premises: (1) opportunity recognition and (2) the formation of intentions to respond 

actively to the opportunities discovered (Shane & Venkataraman 2000).  

The purpose of sensing activity is to understand latent demand, the structural 

evolution of industries and markets, and the supplier and competitor responses 

(Teece 2007). And when companies are dynamically competitive, management will 

be active at sensing and seizing opportunities. Managers will play an essential role 

in both identifying and capturing new strategic opportunities (Augier & Teece 

2009.) Some entrepreneurs possess a constellation of skills and knowledge 

allowing them to see unique opportunity (Autio et al. 2000: 909), and 

entrepreneurial managers can sense and even help shape the future by sensing and 

figuring out the new opportunity and how to address it (Teece 2007: 1346). 

Identifying and selecting the right opportunities for new businesses are among the 
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most important abilities of a successful entrepreneur (Stevenson & Gumbert 1985). 

Indeed, explaining the discovery and development of opportunities is a key part of 

entrepreneurship research (Venkataraman 1997). Similarly, Ardichvili, Cardozo 

and Ray (2003:106) state that, “the elements of opportunities are recognized, but 

the actual opportunities are made, not found.” Because a choice of business model 

will define the architecture of the business (Teece 2010), the business model cannot 

be considered only as a reflection, but also as a consequence of the opportunity 

exploitation and exploration process (Zott & Amit 2005). 

All opportunities are not viable (Song, Podoynitsyna, van der Bij & Halman 

2008); after opportunities are glimpsed, executives are expected to figure out how 

to interpret new events and developments, which technologies to pursue, and which 

market segments to target. Also, how technologies will evolve and how and when 

the business ecosystem actors will respond requires an assessment (Teece 2007: 

1322-1323). For instance, companies that are producing radical innovations, but 

primarily have sensing capabilities, might lead to the identification of entirely new 

opportunity, and thus there is a high risk of business failure because radical 

innovations require many resources (Ellonen et al. 2009: 761). The sensing 

opportunities can be facilitated better by use of an analytical framework to promote 

what is important (Teece 2007: 1324).  The probability of long-term success 

increases when the company tests its strategic options through its business models, 

meaning the business models provide a powerful way for executives to analyze and 

communicate their strategic choices (Baden-Fuller & Morgan 2010). Therefore, the 

actual business opportunities are supposed to be explored and exploited with 

business models (Amit & Zott 2001). 

The notions of sensing and seizing business opportunities across different 

network actors are closely related to “sense-making” in business networks (Möller 

2010). Sense-making refers to anticipating the potential of development paths by 

identifying and shaping opportunities before formulating strategic responses 

(Gebauer, Paiola & Saccani 2013). The ecosystem is important for the business 

model (Zott & Amit 2010), and a business model change can change the boundaries 

of the company (Leih et al. 2014). Similarly, Ojala and Tyrväinen (2011: 7) suggest 

that companies can reduce the threat of competition by developing a business 

model that benefits all partners, and thus make it difficult for newcomers to disrupt 

any piece of the value chain. The digital ecosystems extend the traditional, 

rigorously defined, collaborative environments from centralized, distributed, or 

hybrid models into an open, flexible, domain-cluster, demand-driven, interactive 

environment (Chang & West 2006). 



 89

5.2 Seizing opportunity in the process of business model change 

After new opportunity is sensed, it is expected to be addressed through new 

products, processes, or services (Teece 2007, Teece 2009). This seizing phase 

requires mobilization of resources to address an opportunity and to capture value 

from doing so (Teece 2012). The opportunities are made to create and deliver value 

for stakeholders (Ardichvili et al. 2003), and the business model is about value 

creation and capture (e.g. Zott & Amit 2010, Baden-Fuller & Morgan 2010). 

Therefore, change in opportunity is changing the business model (Bock & George 

2011). The business model is created to take advantage of opportunity (Zott & Amit 

2010), and the business model is a cognitive framework for successful exploitation 

of opportunity (Hacklin & Wallnöfer 2012). Similarly, Ardichvili et al. (2003) 

suggest that an experiment with a new opportunity results in a business model. For 

instance, Internet technology by itself has no single objective value until it is 

commercialized via a business model (Chesbrough 2010: 354). Indeed, a business 

model requires implementation (Osterwalder et al. 2005), and commercializing an 

opportunity through different business models will cause different returns 

(Chesbrough 2010: 354).  

Some entrepreneurs possess a constellation of skills and knowledge allowing 

them to exploit unique opportunity (Autio et al. 2000: 909), and often the 

acceptance of the marketplace is achieved by investing heavily in particular 

technologies and designs (Teece 2007). The seizing of opportunity normally 

requires investments in development and commercialization activity (Teece 2009). 

It is foundational to dynamic capability that the company has the capacity to create, 

adjust, hone, and, if necessary, replace the business model (Teece 2007: 1330). For 

instance, if a decision-making process of the company is geared toward products, 

it can miss service innovation opportunities that would be seized by a more service-

oriented view (Kindström et al. 2013). The best decision-making process view is 

the business model, as it consists of an entire business (e.g. Osterwalder et al. 2005, 

Zott & Amit 2010, Bridgeland & Zahavi 2008). For instance, some business models 

will be better adapted to the business ecosystem than others (Teece 2007), and easy 

scalability of the business model may have a positive impact on investor interest 

(Stampfl et al. 2013, Paull et al. 2003). 

The competitors may or may not find the same opportunity, and even if they 

do find it, they may calibrate it differently (Teece 2007). The selection of the 

opportunity is often connected to the selected mode of exploitation (Zahra, Korri 

& Yu 2005), and thus experiments with a new opportunity result in a business 
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model (e.g. Ardichvili et al. 2003, Amit & Zott 2001). This means that the business 

model is also a subject of innovation (Zott et al. 2011), and business success 

depends on both organizational innovation (e.g. design of business models) and the 

selection of physical technology (Teece 2009: 18-19). Indeed, having a differentiated 

(and hard-to-imitate) yet effective and efficient strategic architecture for an enterprise’s 

business model is important (Teece 2007: 1330). 

Seizing an opportunity involves maintaining and improving a technological 

competency, complementary assets, and selection or creation of a particular 

business model (Teece 2007). Dynamic capabilities help companies to seize 

opportunities by successfully reallocating resources, often by adjusting existing 

competencies or developing new ones (Harreld et al. 2006). The business model 

concept represents a transformational approach, where the business model is 

considered a tool to address business change (Demil & Lecocq 2010: 227). 

Similarly, Zott et al. (2011) discuss that the business model is a comprehensive 

framework for thinking about systematic change. Also, Kindström and 

Kowalkowski (2014) discuss the importance of understanding the potential 

dependencies among elements; a change in one element is likely to affect other 

elements. 

Dynamic capability can be related with strategic agility in the way that 

diversified companies have more avenues to success (Liu & Hsu 2011). Similarly, 

Eriksson (2014) suggests that the outcomes of dynamic capabilities are linked to 

strategic agility through improved adaptation and anticipation capabilities of the 

company (Eriksson 2014). The adaptive capability emphasizes a company’s ability 

to adapt, by flexibility of resources and alignment of resources and capabilities, to 

environmental changes (Wang & Ahmed 2007). Indeed, the scalability of Internet-

based businesses is important (Stampfl et al. 2013, Amit & Zott 2001, Rappa 2001), 

and companies should be concerned with the scalability of a business model (Su et 

al. 2001, Amit & Zott 2001, Rappa 2001, Bouwman & MacInnes 2006).  

“The digital ecosystems transcend the traditional, rigorously defined 

collaborative environments from centralized, distributed or hybrid models into an 

open, flexible, domain cluster, demand-driven, interactive environment” (Chang & 

West 2006: 3). This view is supported, for instance, by Teece (2007) who suggests 

that heavy investments in particular technology will enhance the acceptance of a 

marketplace. The business model is created to take advantage of the opportunity 

(Zott & Amit 2010), and a business model requires an implementation (Osterwalder 

at al. 2005). Every choice of the management involves a different business model 
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(Zott & Amit 2010), and organizations should identify internal leaders for the business 

model change (Chesbrough 2010).   

The business models address the motivation of business, business processes, 

organization, and policies (Bridgeland & Zahavi 2008: 36). Seizing the opportunity 

involves selection or creation of a particular business model to define 

commercialization strategy and investment priorities (Teece 2007). Strategic agility 

is essential to having the ability to change the business models (Doz & Kosonen 

2010), and decision makers within organizations are expected to continuously 

strive to align organizational goals with an external environment to achieve a 

strategic fit (Hambrick & Canella 2004; Sirmon & Hitt 2009). Teece (2010) points 

out that good business model design and implementation involves assessing 

internal factors as well as external factors concerned with customers, suppliers, and 

the broader business environment. Also, Al-Debei and Avison (2010: 373) suggest 

that business models for Internet-based companies are typically designed according 

to the internal variables of organizations, such as strategy, together with external 

environmental factors, such as market opportunities. 

5.3 Managing threats and transforming opportunities in the 

process of business model change  

Change in the global economy offers new opportunities and new challenges for all 

companies (Gammeltoft et al. 2012), and often new companies are able to adapt to 

and compete in this new and dynamic environment (Autio et al. 2000: 919). The 

sustainability of any business model is unclear because the market changes can 

quickly make existing business models obsolete or less profitable (Sosna et al. 

2010), and a dynamic course correction is often required to bring new business 

models into markets (Giesen et al. 2010). Wirtz et al. (2010) suggest that the 

ongoing Internet evolution results in many ideas for business model innovation, 

and Internet-based start-ups are believed to be quite suitable for understanding and 

exploring business model innovation (Stampfl et al. 2013). For instance, business 

model innovators should view their customers as important knowledge partners and 

develop the ability to proactively manage and utilize their customer knowledge 

(Jiebing et al. 2013). Also, internally driven changes like product or service 

innovations are creating a need for new business models (Giesen et al. 2010). 

Business models are influenced by the factors inside and outside of a company 

(Teece 2010). Hence, reconfiguration is needed to maintain evolutionary fitness, 

and if necessary, to escape from unfavorable path dependencies (Teece 2007). To 
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profit from innovation, a company must excel at business model design by 

understanding the business design options, customer needs, and technological 

trends (Teece 2010). And the same idea or technology that is taken to market 

through different business models results in different economic outcomes 

(Chesbrough 2010: 354).  

The business model of an organization is never complete because the process 

of making strategic choices and testing the existing business models should be 

ongoing and repetitive (e.g. Baden-Fuller & Morgan 2010, Magretta 2002). For 

instance, the first implementation of a new way of conducting business through a 

business model idea makes other companies in the sector aware, thus limiting the 

innovator's ability to take advantage of its idea (Casadesus-Masanell & Feng 2013: 

480). Competitive survival and ongoing sustenance will depend primarily on the 

company’s ability to continuously redefine and adapt organizational goals and the 

organization’s “way of doing things” (Malhotra 2000).  

To remain competitive, the “managing threats/transforming” task requires the 

company to invest in semi-continuous and/or continuous efforts to build, maintain, 

and adjust the complementary product offerings, systems, routines, and structures 

(Teece 2007). Similarly, successful business models generate self-reinforcing 

feedback loops because business models do not operate in vacuums, and therefore 

companies must monitor the consequences in order to catch and create more value 

than their competitors (Casadeus-Masanell & Ricart 2011). Also, Teece (2007) 

suggests that redeployment and reconfiguration involves business model redesign 

as well as asset-realignment activities and the improvement of routines. 

Internet technology opens new horizons for business model innovation by 

creating unconventional exchange mechanisms and transaction architectures (Amit 

& Zott 2001), and technology has become a core aspect of strategy for many 

companies (Srinivasan et al. 2002). And these technological changes are 

continuously creating new challenges and opportunities for product, service, 

process, and organizational development (Cetindamara, Phaal & Probert 2009). 

Thus, the business model should be analyzed continually against the changing 

environment (Al-Debei & Avison 2010), and then new opportunities can be located 

and discovered (McDougall & Oviatt 2003).  

Sanchez and Ricart (2010: 138) suggest that “Interactive business models 

require a company to combine, integrate and leverage both internal resources with 

ecosystem’s capabilities to create new business opportunities.” Similarly, Teece 

(2009) states that exploring can be done for business models and ecosystems. Also, 

Helfat and Peteraf (2003) suggest that capability opportunity can be internal (i.e 
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redeploy, recombine, or replicate slack resources) or external (i.e technological 

development, removal of tariff barriers) to the company. Thus, these opportunities 

will be exploited with a revised business model (Chesbrough 2010) to create and 

capture value (e.g. Zott & Amit 2010, Baden-Fuller & Morgan 2010). 

Actions in the business ecosystem that are carried out by competitors, 

customers, suppliers, standard-setting bodies, and governments can also change the 

nature of opportunity (Teece 2007), and thus the business model (e.g. Zott & Amit 

2005, Block & George 2011). Companies can also co-shape new customer value 

creation by developing new business models together with other key players in their 

business ecosystem (Voelpel, Leibold & Tekie 2004: 274). Also, Gassmann et al. 

(2014) suggest that the initiation phase is about analyzing the ecosystem. Indeed, 

some opportunities are located and discovered, and other opportunities are the 

result of a process of enactment where the entrepreneurs invent an idea and give it 

meaning (McDougall & Oviatt 2003). 

Business model innovation often affects the whole enterprise (Amit & Zott 

2001), and the business model is part of a comprehensive framework for thinking 

about systemic change (Zott et al. 2011). The usage of a business model improves 

decision making during the ongoing search for temporary competitive advantage 

in turbulent environments (McGrath 2010). When an established business model 

faces the threat of obsolescence from unforeseen external changes, business model 

experimentation is critical (Sosna et al. 2010). Business model replacements and 

innovations are most often successful when they focus on 1) providing new 

customer or end user offerings or benefits based on a company’s existing 

competitive advantages, 2) locating and sharing valuable improvement lessons with 

customers, 3) adjusting prices to profitably encourage more purchases, and 4) 

lowering company costs that hold back growth (Mitchell & Coles 2014).  

When undertaking a venture, many entrepreneurs start with partly formed 

business models. When competencies are developed, keener insights may result 

regarding sources of innovation or advantage (Morris et al. 2005: 733). Therefore, 

good business model design involves assessing internal and external factors (e.g. 

Giesen et al. 2010, Al-Debei & Avison 2010), and continuous business model 

innovation is an important capability in the long term (Sosna et al. 2010). Indeed, 

constant controlling and monitoring of existing business models may be needed to 

indicate when it is time to consider change and innovation of the existing business 

model (Wirtz 2011). 

Teece (2012) suggests that managing threats and transforming clusters of 

activities and adjustment are part of the ongoing renewal process. Because a 
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business model is opportunity-centric (Bock & George 2011) and designed to 

maximize the business opportunity (Zott & Amit 2005), the renewal of opportunity 

causes a business model change. Since a radical business model innovation may 

change every element of the business model (Kindström & Kowalkowski 2014), 

business model innovation may sometimes involve all process phases of the business 

model change.  

5.4 A priori model for business model change as a dynamic 

capability 

Giesen et al. (2010) describe the ‘‘three A’s’’ for successful design and execution 

phases for business model innovation: 1) aligned – to build customer value, 

leverage the internal and external core capabilities and design consistency across 

all dimensions of the business model; 2) analytical – use information strategically 

to create foresight, and prioritize actions while measuring and tracking the rapid 

course correction; 3) adaptable – link innovative leadership to enhance the ability 

to bring about the change, and to institutionalize operational flexibility. Also, 

Giesen et al. (2010) describe the internal and external factors for business model 

change. Giesen et al. (2010) do not directly discuss dynamic capability; the “three 

A’s” are similar to Teece’s (2012) build, maintain, and adjust capabilities. For 

instance, Teece (2012) suggests that dynamic capability is strategic, and thus an 

enabler for addressing consumer needs, and technological and competitive 

opportunities for the future. 

Figure 15 describes an a priori model for the dynamic capability process of 

business model change in the context of Internet-based businesses. In the model, 

business model change consists of an opportunity-centric business model, and a 

strategy-based business model change process, together with internal and external 

factors that impact actual business model change. The conceptual business model 

change process consists of four stages (figure 12), the internal factors are the 

company’s organizational subjects (table 5), and the external factors are 

environmental subjects (table 6).  
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Fig. 15. Business model change as dynamic capability. 

In the a priori model, business model change as a dynamic capability is based on 

three clusters of dynamic capability. To be dynamically capable, Internet-based 

companies must constantly perform the activities of sensing, seizing, and 

transforming and managing threats. This means that instead of a single activity at 

a time, a company constantly has three business model change activities. In the 

sensing-based activity, the organization evaluates the emergent opportunities 

against their internal variables, external variables, and the existing business model. 

Indeed, they will select the suitable ones for their purposes. In the seizing-based 

activity, the organizations will commercialize their selected opportunity with a new 

business model. In this phase, the internal and external factors will affect goal 

formulation and implementation of the new business model. In the activity based 

on transforming and managing threats, the organizations evaluate an existing 

business model against the new opportunities and threats, and they begin the 

business model change if necessary. In this phase, the internal and external factors 

affect every activity related to transforming and managing threats.  
  



 96

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“Case study is not a methodological choice, but a choice of what is to be 

studied.”  

- Stake, 2005: 443 
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6 Research design 

The purpose of this chapter is to cover the basic assumptions of philosophy of 

sciences in relation to this study, and this chapter has four sections. The first section 

discusses the paradigm of research, and defines the approach of this research. The 

second section discusses the methodology and method of research, and defines the 

method of this research. The third section describes the process of this research and 

offers information such as the themes of this research, case company description, 

case study content, and outlook of data collection. The fourth and final section 

discusses the reliability and validity of this research.  

6.1 The research approach 

There are a number of theoretical paradigms that are discussed in the literature such 

as: positivist, constructivist, interpretivist, transformative, emancipatory, critical, 

pragmatism, and de-constructivist (Mackenzie & Knipe 2006: 194), and the role of 

paradigm is paramount to the choice of methodology (Mackenzie & Knipe 2006: 

202). The choice of a paradigm sets down the intent, motivation, and expectations 

for the research, and without determining it first, there is no basis for subsequent 

choices regarding methodology and methods (chapter 6.2), literature (chapters 1-

5), or research design (chapter 6.3) (Mackenzie & Knipe 2006: 194).  

Both qualitative and quantitative methodology researchers are expected to test 

and demonstrate that their studies are credible (Golafshani 2003: 600). 

Epistemology is the theory of knowledge, and it can be thought of as justification 

of knowledge (Carter & Little 2007). Epistemology guides the research through the 

related philosophical assumptions, and it is the theory of knowledge and how theory 

can be obtained (Myers 2009). Myers (1997) explains that qualitative research can 

be categorized as positivist, interpretative, and critical research. Positivist 

researchers assume that reality is objectively given and the attempt to test a theory 

in such a way increases the understanding of the theory. Critical researchers assume 

that social reality is historically constituted and that it is produced and reproduced 

by people. Interpretive researchers assume that access to reality is only through 

social constructions, and they attempt to understand phenomena through the 

meanings that people assign to them. (Myers 2009) 

This research is not positivist research as it does not test a theory. It is not 

critical research either, because it is not trying to change how business actors 

currently work, nor criticize the current way of working. Following interpretive 
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research, this research framework is a construction of theory, which helps us to 

understand the meanings and intentions of the organizations being studied. 

Inductive research was selected because its main purpose is to develop a model or 

theory about the underlying structure of experiences or processes that are evident 

in the raw data (Thomas 2003: 2-3).  

This interpretive research uses the inductive qualitative data approach that is 

similar to the general pattern of qualitative data analysis described by others (e.g. 

Miles & Huberman 1994: 9; Pope, Ziebland & Mays 2000), especially with 

grounded theory (Strauss & Corbin 1990). Inductive approaches are intended to 

add to the understanding of meaning in complex data through the development of 

summary themes or categories from the raw data. Therefore, inductive analysis 

allows research findings to emerge from the frequent, dominant, or significant 

themes inherent in raw data, without the restraints imposed by structured 

methodologies. (Thomas 2003)  

6.2 The research method 

In the 1960s and 1970s, organizational research was dominated by the use of 

quantitative research, but in the 1980s, the qualitative methodology became more 

widely used (Morgan & Smircich 1980). Most business disciplines still favor 

quantitative research (Myers 2009), but interest in qualitative research has 

continued to grow in almost every business discipline (Klein & Myers 1999, Myers 

2009). Both quantitative and qualitative researchers use empirical observations to 

address the research questions (Johnson & Onwuegbuzie 2004: 15), instead of a 

theoretical approach to the research; the terms qualitative and quantitative refer to 

data collection methods, analysis, and reporting modes (Mackenzie & Knipe 2006: 

200).  

The quantitative and qualitative research approaches are useful in business 

research, and both approaches have certain advantages and disadvantages (Myers 

2009). A number of practices that originate from quantitative studies may be 

inappropriate for qualitative research (Silverman 2000: 7). “Quantitative research 

allows the researcher to familiarize him/herself with the problem or concept to be 

studied” (Golafshani 2003:597). Qualitative research is an approach rather than a 

particular set of techniques (Morgan & Smircich 1980: 499). Instead of being 

generalizable and objective, qualitative research is contextual and subjective 

(Whittemore, Chase & Mandle 2001).   
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Qualitative research is an inquiry process of understanding based on distinct 

and methodological traditions of inquiry that explore a social or a human problem; 

indeed, data is collected by the researcher and analyzed using one of the qualitative 

data analysis methods (Srivastava & Tomson 2009). The concept of validity in 

qualitative research has undergone many changes to strengthen the unique 

contribution this scientific tradition offers to knowledge development (Whittemore, 

Chase & Mandle 2001). Qualitative research is the best option if a researcher wants 

to study a particular subject in-depth; hence, it works best in exploratory research 

when the topic is new and previously published research on the topic is minimal 

(Myers 2009). The methods used by qualitative researchers can provide a deeper 

understanding of phenomena than would be obtained from purely quantitative data 

(Silverman 2000: 8). The qualitative research methods are designed to support 

researchers in their efforts to understand people, what they say and do, and the 

social and cultural context within which people live; hence, the qualitative 

researcher studies real situations, not artificial ones. To conduct qualitative research, 

a researcher is expected to actively engage with people in the real organizations 

(Myers 2009). Qualitative research should investigate topics that are of practical 

value to stakeholder groups (Major & Savin-Baden 2010: 107).  

Research methods are the practical activities of research: sampling (i.e. serve 

an investigative purpose), data collection (i.e. observation, interviews, focus groups, 

collection of extant texts), data management (i.e. recording, transcription, transcript 

checking, and use of computer-assisted analysis software), data analysis (i.e. 

constant comparison, memo writing, and theory building), and reporting (i.e. 

articles from peer-reviewed literature, advocacy, conference presentations, 

performances, and creative writing) (Carter & Little 2007). Indeed, qualitative 

methods serve as effective tools to investigate a complex phenomenon (Jabareen 

2009: 50, Baxter & Jack 2008).  

The case study method is a very common approach in business research 

(Koskinen et al. 2005: 155). Case study research allows for the expansion and 

generalization of theories by combining the existing theoretical knowledge with 

new empirical insights (Yin, 1994). This feature is particularly important when 

studying a topic that has not been extensively researched already (Vissak 2010). A 

case study approach is especially well suited to answering process-oriented “how” 

and “why” questions and examining real-life events (Larson & Pepper 2003; Yin 

2003). The case study approach facilitates exploration of a phenomenon within its 

context using a variety of data sources (Baxter & Jack, 2008), and it concerns 
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research with one or more cases selected for a certain purpose (Koskinen et al. 2005: 

155).  

The qualitative case study approach has been shown to be very effective in 

analyzing organizational and managerial processes in the past (Yin, 2003). But 

qualitative case study often requires field work (Yin 2014: 24), and the quality of 

the data is expected to be good (Silverman 2000). This challenge was solved by 

doing most of the research in workshops. Indeed, this way of working offered the 

optimal conditions for the required depth of analysis.  

A multi-case study is more appropriate than a single case study when the intent 

of the research is description, theory building, or theory testing (Benbasat, 

Goldstein & Mead 2002) as the method offers strength to the analysis (Yin 2014). 

The multi-case study yields more general results than a single case study (Benbasat 

et al. 2002), and a multi-case study allows for the option of conducting both a 

within-case and a cross-case analysis (Baxter & Jack 2008). This is appropriate 

since the aim of this research is to adequately explain dynamic business model 

change in the context of Internet-based businesses. When a researcher has enough 

time and resources, a multi-case study is better than a single-case study because of 

the possibility of direct replication (Yin 2014: 64-65). This research has enough 

resources because the researcher has access to multiple companies and 

organizations through two TEKES-funded programs. The author of this thesis is 

allocated to these projects as a business researcher, enabling enough time for this 

research.  

Purposeful sampling is applied in this study. “The purposeful sampling 

requires access to key informants in the field who can help in identifying 

information-rich cases” (Suri 2011:4). Tongco (2007: 151-152) defines a 

framework with seven steps for purposive sampling, and this research follows these 

steps: 1) Decide on the research problem. The scope of this research is to study 

business model change. 2) Determine the type of information needed. This study is 

relevant for all companies that are preparing for or in the process of making a 

business model change. Only the business model development team members make 

and implement the decisions on business model change. 3) Define the qualities the 

informant(s) should or should not have. The informant(s) are the people involved 

in the process of business model change. 4) Find your informants based on defined 

qualities. All case companies were selected from the N4S program that is aiming 

to develop new business models. The informant(s) were representatives of 

businesses that were planning to change their existing business models. 5) Keep in 

mind the importance of reliability and competency in assessing potential 
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informants. The case studies were associated with workshops. The purpose of these 

workshops was development of new business models.  6) Use appropriate data 

gathering techniques. Data was gathered mainly during the workshops where the 

business model change activities were discussed. Material was gathered with a tape 

recorder whenever this method was suitable for the case company. 7) In analyzing 

data and interpreting results, remember that purposive sampling is an inherently 

biased method. This research was done only in conjunction with the TEKES 

projects, and with companies that were planning to change their existing business 

models.  

This research studies business model change in the context of Internet-based 

businesses, and it is a relevant subject for all companies involved in this specific 

TEKES program. The study aims to create an in-depth view of business model 

change as a dynamic capability. Studies exist on the dynamism of business models, 

but not from the dynamic capability perspective. The qualitative research approach 

was selected because the topic is rather new; it encompasses organizational and 

managerial activities, and thus the aim is to create an in-depth view of a 

dynamically capable process of business model change. The multi-case study was 

selected because the aim of this research is to develop a new theory in the field of 

business model literature. This selection was supported by participation in TEKES-

funded programs and the large number of involved companies that were forced or 

otherwise compelled to change their business models.  

This interpretive research has field data from four different case companies that 

were changing or planning to change their business models. Based on the selected 

dynamic capability view, data was collected in three different situations (i.e. 

sensing, seizing, and transforming). These three situations were included in two 

individual field studies, meaning this research has altogether six individual sets of 

data. Then field data from two individual case studies were cross-analyzed on the 

basis of an a priori model of business model change as a dynamic capability, and 

this analysis resulted in a view of business model change from three dynamic 

capability perspectives. Then results of these three individual perspectives were 

combined and a posteriori model was created. Finally, conclusions were made to 

explain all of the important results of this study. 

6.3 The research process 

This research is a qualitative multi-case study of four companies that are operating 

in an Internet-intensive industry, and thus the cases are examined through the 



 102

qualitative case study method. The single- and multi-case studies share the same 

methodological framework and case study method consisting of three steps: (1) 

define and design, (2) prepare, collect, and analyze, and (3) analyze and conclude 

(Yin 1994). The process of this research is presented in Figures 16 and 17, and it 

follows all process steps established by Yin (1994). Figure 16 defines the research 

process steps from the case selection until the interview transcription.  
 

Fig. 16. Defined research process until interview transcription. 

In define and design step:  

The research problem was defined in chapter 1, and the preliminary research 

framework was established (figure 15) based on the literature review in chapters 2, 
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3, and 4. In parallel, the research environment and research agendas were defined 

and selected. By the pre-study of three companies, this research was connected to 

the previous few years in the companies’ histories as well as near future, thus filling 

the time frame requirement of “contemporary phenomenon” in the case study 

method (Yin 2014: 24). The pre-study was done also to support the unit of analysis 

selection and proper company selection for each unit of analysis. By introducing 

the research subject to three companies, the pre-study also received commitments 

from two companies for further study. At the beginning of this research process, 

themes were selected, and a summary of themes was identified from the results of 

the pre-study. The purpose of the case study and selected research themes are listed 

in table 8. The table also includes the research themes in the pre-study. 

 Selected research themes 

Case study Purpose Research themes 

Pre-study Study a proper selection for units of 

analysis and practical validity of 

business model concept 

Business model as tool, business model 

elements, process of business model change 

Sensing Study how new opportunity is 

validated against existing business 

model 

Usage of business model concept, process of 

business model change, internal factors, 

external factors, business model change 

Seizing Study how new business model is 

developed 

Usage of business model concept, process of 

business model change, internal factors, 

external factors, business model change 

Transforming Study how the business model is 

changed 

Usage of business model concept, process of 

business model change, internal factors, 

external factors, business model change 

The first part of the case study was done in the TIVIT Program named “Cloud 

Software” (Cloud SW). This program was initiated in 2010 with a network of 22 

Finnish companies and eight research institutes in Finland, and this program was 

ended in 2013. The program’s goal was to generate breakthroughs in cloud 

technology, lean enterprises, and business models. In the program, Oulu Business 

School (OBS) worked closely with three companies that were changing their 

business models; within the Cloud SW program, the OBS was able to collect over 

150 hours of empirical data. Data was derived mainly through the workshops 

between OBS and related case companies. This data contributes to part of this 

research, and it improves the validity of this specific research topic and supports 

fully the goals of this research. 
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The second part of this case study was done in the DIGILE (formerly TIVIT) 

program called “Need for Speed” (N4S). The N4S program was initiated in 2014 

with a network of 38 Finnish companies and eight research institutions located in 

Finland. With an annual budget of 20MEUR, the N4S program was the largest 

TEKES-funded program ever. The goal of the N4S program was to solve a research 

question regarding how the companies can adapt in real time or even proactively to 

radically new business conditions and opportunities. The main purpose of N4S is 

based on the hypothesis that the Finnish information and communication 

technology (ICT) and digital services sector maintains an excellent technical basis 

for business change, but it lacks many capabilities and competencies needed for 

systematic business change. The N4S program also focuses on business networks 

since products and services are developed rather in the network of collaborating 

companies. The N4S program and intensive cooperation from four case companies 

offered a unique platform to study the topic of this dissertation. 

In prepare, collect, and analyze step:  

Good preparation starts with the skills of the case study investigator (Yin 1994: 54). 

The author has over 10 years of expertise in the field of business development and 

20 years of work experience in the field of ICT. Additionally, the thesis supervisor 

was a research member in both research projects; during this research project, the 

author was able to receive hands-on support, especially for the case study methods.  

New companies have no dynamic capability in the beginning (Helfat & Peteraf 

2003). Therefore, the aim was to research more mature companies. Table 9 presents 

background for the selected case companies. 

 Selected case companies 

Company Description  

Alpha Alpha is in the ICT industry and it was established through the larger company’s spin-out 

process. Alpha specializes in providing solutions to the global business-to-business 

segment. Alpha is relatively young as a company, but it has very competitive technology.  

Beta Beta specializes in providing ICT services for public organizations. Beta has a long history 

of providing services to domestic organizations, but Beta also has a passion for 

international markets.  

Gamma Gamma is a Nasdaq-listed IT services company with a global presence and delivery 

capabilities. With a wide service portfolio, Gamma provides full life-cycle IT services. 

Gamma is focused on development of services and products by combining deep customer 

process knowledge and technical expertise. 
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Company Description  

Delta Delta is a Nasdaq-listed IT services company. Delta provides the software and full life-

cycle services that are assisting their customers with development of services, managing 

the business, and making efficient use of data.  

Epsilon Epsilon is a Nasdaq-listed company with a strong global presence and delivery 

capabilities. Epsilon’s products support businesses and consumers, and most of their 

products are available in global markets. 

In the main research, due to the selected view of dynamic capability, the sensing, 

seizing, and transforming required individual case study. To enable the cross-case 

analysis, two case companies were selected for every three clusters (sensing, 

seizing, transforming) of dynamic capability. Start-ups are generally believed to 

understand and frequently explore business model changes (Stampfl et al. 2013); 

therefore, in each cluster, one selected case company was a small entrepreneur-led 

company (start-up) with a passion for business growth, and another selected case 

company was a larger company with a more complex organizational and ownership 

structure (enterprise). This selection enables a rich data set relating to business 

model change in small and large organizations, and thus this knowledge can 

compare the enablers and limiting factors of both company types. Table 10 presents 

the case study content of this research. 

 Case study content 

Case company Pre-study 

(chapter 7.1) 

Sensing            

(chapter 7.2) 

Seizing           

(chapter 7.3) 

Transforming and 

managing threats 

(chapter 7.4) 

Alpha YES YES YES YES 

Beta YES N/A N/A YES 

Gamma N/A YES N/A N/A 

Delta N/A N/A YES N/A 

Epsilon YES N/A N/A N/A 

The next step consisted of empirical data collection from every case company. Data 

collection for case studies can rely on six important sources of evidence. These 

sources of evidence are: documentation, archival records, interviews, direct 

observations, participant observations, and physical artifacts (Yin 1994). The direct 

and participant observations are time consuming, but they offer real-world 

experience and contextual data (Yin 1994), and such data is valuable for this 

research. This research primarily used direct observation and participant 

observation, and some interviews. The pre-study was carried out in the format of a 
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questionnaire (3/3 cases). Most of the workshops in the main study were tape 

recorded (17/24 cases); memos and documents were created (7/24 cases) when 

recording was not allowed by a case company; and only one case was done on the 

basis of an interview. The case study schedule, content, and context are presented 

in table 11.  

 Outlook of data collection 

Time Company Meeting Attendant(s) Case-Study Duration 

Dec. 2012 Alpha Interview CEO Pre-study Alpha 2 hours 

Dec. 2012 Epsilon Interview CTO Pre-study Epsilon 2 hours 

Dec. 2012 Beta Interview Business owner (BO) Pre-study Beta 2 hours 

16.04.2013 Beta Video mtg BO, Business 

Development (BD) 

Transforming B1 09:00–12:00 

03.05.2013 Alpha Workshop CEO, Marketing Transforming A1 09:00–11:00 

06.05.2013 Alpha Workshop CEO, Marketing Transforming A2 09:00–11:00 

06.06.2013 Beta Video mtg BO, BD Transforming B2 09:30–12:00 

08.08.2013 Alpha Workshop CEO, Marketing Transforming A3 10:30–12:00 

16.08.2013 Alpha Workshop CEO, Marketing Transforming A4 09:00–12:00 

14.10.2013 Alpha Workshop CEO, Marketing Transforming A5 09:00–11:30 

8.11.2013 Beta Workshop BD Transforming B3 09:00-16:00 

18.11.2013 Alpha Workshop CEO, Marketing Transforming A6 09:00–12:00 

18.12.2013 Alpha Workshop CEO, Marketing Transforming A7 09:00–12:00 

09.09.2014 Alpha Workshop CEO, CTO Marketing Transforming A8 12:00–13:00 

15.09.2014 Alpha Workshop CEO, CTO Marketing Sensing A1 / 

Seizing A1 

09:00–11:30 

17.10.2014 Alpha Workshop CEO, CTO Marketing Sensing A2 / 

Seizing A2 

13:00–15:00 

20.10.2014 Alpha Workshop CEO, CTO Marketing Sensing A3 08:00–16:00 

05.11.2014 Alpha Workshop CEO, CTO Marketing Sensing A4 09:00–14:00 

07.11.2014 Alpha Workshop CEO, CTO Marketing Sensing A5 / 

Seizing A3 

12:30–15:30 

24.11.2014 Alpha Workshop CEO, CTO Marketing Sensing A6 14:00–16:00 

29.01.2015 Gamma Workshop BO, Marketing Sensing G1 09:00–14:00 

12.03.2015 Gamma Workshop BO, Product Owners 

(POs) 

Sensing G2 09:00–16:00 

13.03.2015 Gamma Workshop BO, POs Sensing G3 09:00–16:00 

11.06.2015 Alpha Interview CEO Sensing A7 09:00–11:00 

18.02.2016 Delta Skype mtg BO, BD Seizing D1 11:00-12:00 

09.03.2016 Delta Workshop BO, BD Seizing D2 10:00–17:00 

25.04.2016 Delta Workshop BO, BD, Marketing Seizing D3 10:00–17:00 

19.09.2016 Delta Workshop BO, BD, Marketing Seizing D4 10:00–16:00 
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Every workshop consisted of attendees from the company and two researchers from 

OBS. In each workshop, the author of this thesis had a researcher role, and the main 

tasks were to collate meetings, and observe discussion within meetings. As an 

observer, the author of thesis did not participate actively in any discussion, but he 

had the option to ask any relevant questions of the subject when needed. Another 

researcher from OBS had a facilitator role, and his main task was to guide 

discussion inside the organized workshops. In principle, this research partly follows 

action research logic as action research is rooted in each participant’s experience of 

the situation (Coghlan 2007). This enables researchers to get close to the business 

reality and fosters the development of deep, rich insights and understanding of the 

complexities within decision making (Carson et al. 2001). 

Figure 17 defines the detailed research process steps from the deductive 

analysis until the revision of the research framework. 
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Fig. 17. Detailed research process from deductive analysis onwards. 

In prepare, collect, and analyze step:  

According to Teece (2012), companies are expected to perform expertly in all three 

clusters of activities and adjustments (sensing, seizing, and transforming) to sustain 

successful performance when markets and technologies are changing. Therefore, 

the prepare, collect, and analyze steps consist of three individual case studies 

labeled as sensing (chapter 7.2), seizing (chapter 7.3), and transforming and 
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managing threats (chapter 7.4). After each case study, three clusters are analyzed 

within cross-unit analysis (Baxter & Jack 2008) in chapter 7.5. With these three 

cross-unit analyses, the main findings are highlighted and empirical insights for 

business model change as a dynamic capability are discussed in the same chapter.  

In analyze and conclude step:  

The results and their implications are discussed in chapter 8. First, chapter 8 

discusses the theoretical contribution of the research. In this phase, an a priori 

model of business model change as a dynamic capability in figure 15 was reviewed 

against the findings, and corresponding modifications were made in chapter 8. 

Chapter 8 continues to answer the research question and discusses the reliability 

and validity of this research, and defines the limitations of this research. Then 

chapter 8 discusses the managerial implications from business model concept, 

internal and external factor, and business model change perspectives. Finally, 

chapter 8 discusses the possibilities for further research, and provides a summary 

of this research. 

6.4 The research quality 

Some qualitative researchers hold the view that dependability, credibility, 

transferability, and confirmability as trustworthiness criteria ensure the rigor of 

qualitative findings (Guba 1981). In another perspective, Klein and Myers (1999, 

72) introduce seven principles (Hermeneutic Circle, Contextualization, Interaction 

Between the Researchers and the Subjects, Abstraction and Generalization, 

Dialogical Reasoning, Multiple Interpretations, and Suspicion) for conducting and 

evaluating interpretive field studies. According to Yin (1989), the criteria for 

judging the quality of empirical qualitative research consists of four tests: 1) 

construct validity, 2) internal validity, 3) external validity, and 4) reliability. 

Additionally, Yin (1989) lists several tactics for dealing with these tests in regard 

to case studies. Table 12 presents these case-study tactics for each test. 

 Case study tactics for four design tests (adapted from Yin 1989:41)  

Tests Case-study tactic Phase of research 

Construct validity Use multiple sources of evidence Data collection 

 Establish chain of evidence Data collection 

 Have key informants review draft case report Data collection 
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Tests Case-study tactic Phase of research 

Internal validity Do pattern matching Data analysis 

 Do explanation building Data analysis 

 Do time series analysis Data analysis 

External validity Use replication logic in multiple case studies Research design 

Reliability  Use case study protocol Data collection 

 Develop case study database Data collection 

Construct validity refers to the establishment of correct measures for the concept 

being studied. A case study can be based on six different sources of evidence: 

documentation, archival records, interviews, direct observation, participant 

observation, and physical artifact. The establishment of a chain of evidence allows 

the reader to follow the derivation of any evidence from initial research question to 

case study conclusion. And key informants should review the draft case report to 

understand the potential audience of the research (Yin 1989). In this research, the 

case studies were based on documentation (e.g. business model structures that were 

done in workshops and field notes), archival records (47.5 hours), interviews (5 

cases), and observations (86.5 hours in workshops). A chain of evidence was 

established by supporting the within-case analysis in chapter 7 by describing the 

activities of relevant case companies, and by keeping track of other defined 

measures (attachments 3, 4, and 5). To complement the chain of evidence, the 

TEKES program outlook was presented in chapter 6 and the actual situation of each 

company was explained in chapter 7. All representatives of case companies were 

members of the TEKES program, and they were aware of the researcher’s role as a 

doctoral student conducting research for his dissertation. During the case study, 

they were also aware of the research subject. 

Internal validity is applicable only for explanatory or causal studies, and it 

refers to establishment of a causal relationship, whereby certain conditions are 

shown to lead to other conditions. Pattern-matching logic compares an empirically 

based pattern with a predicted one. Explanation building has the goal of analyzing 

the case study data by building an explanation about the case. Time-series analysis 

has the ability to trace changes over time, and it is a major strength for the case 

study approach. (Yin 1989). This research is an explanatory study, and it follows 

the tactics of internal validity. Pattern-matching has been carried out by matching 

the empirical data of the research with the patterns constructed in the a priori model 

of the business model as a dynamic capability (chapter 5). Explanation building has 

been carried out in chapter 7 and 8 to establish the internal validity of this research. 

Based on the research gap, chapter 7 analyzes the phenomena of this study by 
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explaining the activities done by the case companies, and chapter 8 discusses how 

new data contributes to the existing theory.  Also, time-series analysis has been 

carried out by observing the entire case in most of the case studies. Due to a very 

long business model change process, one case study was not observed until the very 

end of the business model change. Even in this case, the validity of the findings is 

adequate for this specific purpose. 

External validity refers to establishment of a domain to which a study’s 

findings can be generalized. The replication approach to multiple-case studies 

consists of several steps: design (develop theory, select case, and design data 

collection protocol), single-case data collection and analysis (conduct all case 

studies and write individual case reports), and cross-case analysis (draw cross-case 

conclusion, modify theory, develop policy implications, and write cross-case report) 

(Yin 1989). This is a multi-case study and the overall process for multi-case studies 

is presented in chapter 6.2; thus, it follows the external validity tactics. External 

validity has been sought by conducting the research in four industrial companies 

that have Internet-based businesses. All cases have been observed mainly on the 

basis of workshops, where the observation situation has been equal in every case. 

By design, half of the case studies involved small companies and the other half 

were large companies. This selection was intended to contribute relevant data on 

how business model change is different between small start-ups and large 

enterprises. Even though this research follows external validity tactics, the process 

of business model change is long-lasting and very business-sensitive, and thus the 

replication of the study would take time and require having good access to the case 

companies. 

Reliability involves demonstrating that the operations of the study can be 

repeated with the same results. The case study protocol is an essential tactic when 

using the multiple-case study design, and it is intended to guide the investigator in 

carrying out the case study (Yin 1989). The research has no complete illustrative 

protocol (Yin 1989:70), but most of the activities were planned. At the beginning 

of the research at hand, the research plan was made for the University of Oulu 

Graduate School, and the actual plan was updated a couple of times during the 

research process (with new information). This research plan specified the purpose, 

context, research question, case study method, schedule, context of research, 

context of study, potential sources of data, and topic. Additionally, the workshops 

were tape recorded for the purpose of further analysis whenever the company 

permitted usage of the tape recorder. In other cases, research memos were recorded 

in PowerPoint slides.  
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Business models are a promising unit of analysis in the business practice…  

- Burkhart et al. 2011 
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7 Empirical analysis of business model change 

This chapter contains the core information of the dissertation. It shows the data that 

was collected from the workshops with representatives of the case companies. The 

findings are divided into three groups: sensing, seizing, and transforming and 

managing threats. The main purpose of this chapter is to shed light on and provide 

a deeper understanding of business model change as a dynamic capability. Indeed, 

this chapter analyzes an a priori model (figure 15) of business model change as a 

dynamic capability.  

Sub-chapter 7.1 consists of a pre-study with three case companies. This sub-

chapter covers the reasoning of the pre-study, and it analyzes the overview of 

business model usage in the three case companies. Finally, the sub-chapter 

discusses results that are linked and relevant to this thesis. 

Sub-chapter 7.2 examines business model change from the sensing dynamic 

capability cluster perspective, and it has two sub-chapters. Both sub-chapters 

contain data from two case companies (Alpha and Gamma). Sub-chapter 7.2.1 

offers background for the case study, and explores the business model change in 

case Alpha. This sub-chapter first discusses the overall process of business model 

change. Then the sub-chapter explores business model change from the perspective 

of internal factors. It utilizes the key theme of internal factors (table 5) as a 

framework for analysis. Additionally, the sub-chapter identifies any additional 

empirical emerging themes. Finally, the sub-chapter discusses business model 

change from the perspective of external factors. This study uses the key theme of 

external factors (table 6) as a framework for analysis. Additionally, the sub-chapter 

identifies any additional empirical emerging themes. Sub-chapter 7.2.2 discusses 

the business model change process in case Gamma. This section follows the logic 

of sub-chapter 7.2.1, and it consists of the same information for case Gamma.  

Sub-chapter 7.3 discusses business model change from the seizing dynamic 

capability cluster perspective, and it has two sub-chapters. Both sub-chapters 

contain data from two case companies (Alpha and Delta). Sub-chapter 7.3.1 offers 

background for the case study, and discusses the business model change in case 

Alpha. This sub-chapter first explores the overall process of business model change. 

Then the sub-chapter discusses business model change from the perspective of 

internal factors. It utilizes the key theme of internal factors (table 5) as a framework 

for analysis. Additionally, the sub-chapter identifies any additional empirical 

emerging themes. Finally, this sub-chapter discusses the business model change 

from the perspective of external factors. This study uses the key theme of external 
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factors (table 6) as a framework for analysis. Additionally, the sub-chapter 

identifies any additional empirical emerging themes. Sub-chapter 7.3.2 discusses 

the business model change process in case Delta. This section follows the logic of 

sub-chapter 7.3.1, and it consists of the same information for case Delta.  

Sub-chapter 7.4 discusses business model change from the transforming 

dynamic capability cluster perspective, and it has two sub-chapters. Both sub-

chapters contain data from two case companies (Alpha and Beta). Sub-chapter 7.4.1 

offers background for the case study, and discusses the business model change 

process in case Alpha. This sub-chapter first studies the overall process of business 

model change. Then the sub-chapter explores the business model change from the 

perspective of internal factors. It utilizes the key theme of internal factors (table 5) 

as a framework for analysis. Additionally, the sub-chapter identifies any additional 

empirical emerging themes. Finally, this sub-chapter discusses the business model 

change from the perspective of external factors. This study uses the key theme of 

external factors (table 6) as a framework for analysis. Additionally, the sub-chapter 

identifies any additional empirical emerging themes. Sub-chapter 7.4.2 examines 

the business model change process in case Beta. This section follows the logic of 

sub-chapter 7.4.1, and it consists of the same information for case Delta.  

Sub-chapter 7.5 highlights the main findings, and summarizes and discusses 

the empirical emerging themes found in chapters 7.2, 7.3, and 7.4. Sub-chapter 

7.5.1 offers the cross-analysis of Alpha and Gamma. This sub-chapter offers a 

summary of the business model change process, and internal and external factors 

in the case of sensing. The sub-chapter highlights the main differences between 

start-ups (Alpha) and enterprises (Gamma). Finally, sub-chapter discusses business 

model change from the sensing perspective. Sub-chapter 7.5.2 offers the cross-

analysis of Alpha and Delta. This sub-chapter offers a summary of the business 

model change process, and internal and external factors in the case of seizing. The 

sub-chapter highlights the main differences between start-ups (Alpha) and 

enterprises (Delta). Finally, the sub-chapter discusses business model change from 

the seizing perspective. Sub-chapter 7.5.3 offers the cross-analysis of Alpha and 

Beta. This sub-chapter offers a summary of the business model change process, and 

internal and external factors in the case of business model change. The sub-chapter 

highlights the main differences between start-ups (Alpha) and enterprises (Beta). 

Finally, the sub-chapter discusses business model change from the transforming 

and managing threats perspective. Finally, sub-chapter 7.5.4 offers a summary of 

business model change as a dynamic capability.  
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7.1 Pre-study, the usage of business model 

The planning of this thesis and selection of a suitable topic began in 2012. In 2012, 

the academic literature on business model change and the change process for 

business models was limited. Therefore, this pre-study was planned to support the 

selection of the topic and the navigation of the research gap. Additionally, the 

author was interested in studying a topic that was relevant to companies and their 

management, and thus the pre-study was done to improve this view.  

The main goal of the pre-study was to gain baseline information on business 

model change and business model usage in the companies. The questionnaire was 

created with the help of existing literature, and it was derived with a case study. 

The questionnaire was administered to study the usage of the business model 

concept and also to study the existing processes that companies utilize for business 

model change. Over time, all selected companies (Alpha, Beta and Epsilon) 

focused on business model changes related to utilization of cloud computing. 

Defined questions are presented in table 12. 

 Selected questions in pre-study 

ID Question  

1(BM) Is there any specific business model conceptualization tool (like CANVAS) available for 

the business modeling?  

2(BM) One or multiple business models running at parallel? (Y/N) Reason?  

1(BMTP)  Any existing process for the business model change? (Y/N) IF Yes: What are these 

processes? Who have done those?  

2(BMTP)  Is cloud computing based business included to existing business model, or is there more 

than single business model running at parallel?  

3(BMTP)  Have organizations followed these three phases, before the actual execution phase? 

(Y/N) IF No: What are the additional phases or what phase has not been used?  

4(BMTP)  How does the created process look, and does the content make any sense for the 

company representatives?  

5(BMTP)  How the transformation need has been established, meaning who or what has caused the 

reason for business model change?  

6(BMTP)  Is there any additional input than listed components? (Y/N) If Yes: What are the 

components?  

7(BMTP)  Does company have any specific system to monitor internal and external performance 

and variables? (Y/N) If Yes: What is the system? What are the monitored components?  

Who has defined the metrics and/or targets? 

8(BMTP)  NOTE! This question is applicable only if Q6 has positive answer.  

How these components have been included to monitoring system?  
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ID Question  

9(BMTP)  Are these components assessed? (Y/N) If No: Are these components valuable? What 

components company has been utilized?  

10(BMTP)  Have evaluation of these components included to the transformation situation? (Y/N) If 

Yes: Who has attended to evaluation phase (internal/external resources) and is there any 

tool (like SWOT) used in this activity?  

11(BMTP)  Has this activity included the transformation situation? (Y/N) If Yes: Who has attended to 

evaluation phase (internal/external resources) and is there any tool (like CANVAS) used in 

this activity?  

12(BMTP)  Has this specific component been included in the business model design activity? (Y/N) If 

Yes: Who has been defining these specific components (internal/external)?  

13(BMTP)  Has this specific component been included in the business model design activity? (Y/N) If 

Yes: Who has been defining these specific components (internal/external)?  

14(BMTP)  Was the cloud computing business model change radical or incremental change? Is there 

other similar business model transformation case, in which the change has been other 

type? If Yes: has it changed radically anything in business model content?  

15(BMTP)  Have external resources been involved in any of these specific activities. If Yes: What are 

the organizations (investors, customers, partners, etc…)?  

16(BMTP)  Do new cloud computing services require a specific implementation plan? If Yes: What 

organizations have (or who as person) been involved to plan creation phase?  

17(BMTP)  Only if Q16 answer was Yes. Is both long and short term objectives planned?  

18(BMTP)  Is there any additional activity between phase 3 and business model execution? If Yes: 

What activities?  

19(BMTP)  Is there any business model change process or process phases that company will or is 

willing to deploy now or in near future? (Y/N) If Yes: What?  

20(BMTP)  Only if Q2 answer is Yes. Does company have now one or multiple business models 

running at parallel? If Yes: How many and for what purpose those are created?  

Data (appendix 2) show how all case companies were using the business model 

canvas for business model conceptualization, and how utilization of the business 

model concept had improved the business development and transformation 

activities in all case companies. Data also indicate that companies can have one 

business model or multiple business models running at the same time. Based on 

data, it seemed that every business unit or business line had its specific business 

model. The business model conceptualization tool also supported the internal 

communication of the company in relation to future business. These results also 

indicate that a business model offers new work logic in the business change 

situation.  

According to data, business change seemed hard for the management of each 

company. The main challenge was related to how to set up new business goals and 
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how to adjust the company’s skills and competencies to meet the requirements of 

its new business. After the business model conceptualization tool was first 

introduced and then utilized by a case company, some of their challenges were more 

manageable because the business model design could be represented in just a one-

page drawing. The case study also indicated that a business model and company 

strategy have some relation, but the results of the pre-study were not able to identify 

any specific reason, connection point, or issue. 

Data also show that every company is different from a business model change 

perspective, and companies do not have a specific process for business model 

change. According to data, the process of business model change is not only about 

development of a new business model design, but the process also consists of 

planning and implementation phases. Additionally, feedback of informants 

received in case studies emphasized the importance of business model usage in the 

practice. The data from the pre-study indicated that without clarified business 

model processes, the companies cannot realize and visualize easily, for instance, 

the organizational capabilities that are needed for the business, nor the 

environmental forces that are affecting the existing business. Company 

representatives were aware that a properly implemented business model process 

could improve the observation of internal and external opportunities, threats, 

strengths, and weaknesses.  

In conclusion, this pre-study supported the idea that business model change is 

a relevant topic from the business perspective. With this evidence, the proper 

selection of a topic was easier to carry out. Results also indicated that the existing 

literature would require a deep study of business model change. Due to the major 

challenges faced by companies while implementing business model changes, it was 

clear that business model change was an important topic that required more in-

depth study.  

Results of the pre-study also improved the selection of case study and case 

companies. Some authors believe that a business model is a description of 

company-level activities, but results of this pre-study indicate that a business model 

is a description of business-level activities. Typically, a large enterprise has more 

than just a single business model, but start-ups may have only a single business 

model. To study this further, the selection of case studies for sensing, seizing, and 

transforming consists of start-ups and enterprises. This selection enables the study 

of business model differences between companies of different sizes.  

From the required business capabilities and skills perspective, the usage of a 

business model had the potential to offer insights on future needs for case 
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companies in this pre-study. Hence, the view of dynamic capability was selected as 

a lens for further study on this interesting, but not widely studied topic. 

7.2 Sensing opportunity and business model change (Sensing) 

This chapter reports on the field study and data of two case companies related to 

sensing opportunity and business model change. This chapter has two sections. The 

first section will explore business model change of Alpha from the sensing dynamic 

capability cluster perspective. The second section will explore the business model 

change of Delta from the sensing dynamic capability cluster perspective. Both case 

studies begin with a short chronological description about the starting point of each 

case. Then both sections will explore the business model change process, thus 

presenting the data and developed business model structure(s). Finally, both 

sections will explore the internal factors and external factors of each case study. 

The study is done by utilizing the predefined themes (tables 5 and 6). The overall 

findings on internal and external factors are presented in attachment 3. 

7.2.1 Analysis for case Alpha (Sensing-A) 

The business opportunity of Alpha was identified the first time in the exhibition 

where Alpha was marketing a service offering to their existing customer segment. 

Even the original service offering of Alpha was targeted to the business-to-business 

(B2B) customer segment; various people in that specific exhibition were interested 

in their offering from the consumer (B2C) perspective. Alpha realized this new 

opportunity, and the top management team of Alpha was willing to carry out a 

deeper analysis of this emergent opportunity.  

Business model change process 

Due to existing technology know-how, the emergent external opportunity looked 

promising, and the first goal of Alpha was to extend their existing service offering 

with a new customer segment. Thereby, Alpha was preparing to implement a new 

business through an existing business model (before Sensing A1) change. 

At the beginning of the business model change process, a business model 

evaluation was completed (Sensing A1 - A3) to better understand the business 

model changes required to exploit the new business opportunity. Figure 18 presents 

these findings with two individual business models. The existing business model 
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describes Alpha’s existing business model to exploit the service offering for the 

business-to-business segment. The new business model represents the business 

model that Alpha is required to have to exploit the emergent business opportunity 

in the segment of consumer business.  
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Fig. 18. Business model analysis, case Alpha. 

The new business model design was not easy to develop because the emergent 

opportunity was impacting all business model sections. In the “what” section, the 
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main differentiators were: 1) the customer element; in the new business model 

design, the customer segment was consumer instead of business; 2) the offering 

element in the new business model design was much more complex than in the 

existing business model; 3) also, the value proposition element was totally different 

because a real-time view was required; otherwise, interior designers could not use 

the service in their daily work. In the “how” section, the main differentiators were: 

1) instead of the cloud, the mode of delivery was through mobile applications; 2) 

the basis of advantage was raising the importance of a real-time view; 3) key 

operations were raising issues such as scalable customer support and social media 

marketing; 4) instead of direct sales and marketing, the new business model design 

was totally different. In the “why” section, the main differentiators were: 1) instead 

of a common platform, the cost driver was the marketing and applications; 2) now, 

the cost elements were more related to applications and customer support than 

R&D and sales; 3) also, the method of charging and the basis of pricing were 

different in the new business model design.  

By evaluation of two individual business models (in sensing A4), the 

management team of Alpha realized that almost all elements of the business model 

in the new business model were different (figure 18) compared to elements in 

Alpha’s existing business model. Virtually the only untouched element was the 

unique technology of Alpha that they were utilizing in their existing services. 

Simultaneously, Alpha realized that the new opportunity required considerable 

skills and knowledge that were not used in the existing business.  

With knowledge acquired from the business model evaluation, Alpha realized 

that the existing business model was not sufficient to support both businesses 

without a radical change to their existing business model (in sensing A5). Another 

business model option involved Alpha creating a totally new business model in 

parallel to the existing business model. This business model analysis offered 

valuable information for making the final decision. Since their existing business 

was still growing, Alpha was not willing to make any changes to their existing 

business model, but they decided to establish a new business model for the 

emergent business opportunity. Furthering this decision, Alpha realized that a new 

business opportunity and business model demanded a specific business unit with a 

focus on the emergent opportunity (in sensing A6). In practice, the implementation 

of a new business model would require additional resources and a dedicated leader. 
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Internal factors of business model change 

According to the study, the Alpha organization was able to identify a real 

opportunity (before sensing A1). With data, it is easy to see that Alpha was taking 

seriously the emergent opportunity. The top management of Alpha was totally 

focused on new business model design development, and thus they had enough 

authority to finalize the design of the new business model. The start-up spirit was 

present at every workshop (sensing A1-6) held by Oulu Business School. All 

company representatives were open to any new ideas concerning the new business 

model design (sensing A1-3). Indeed, the company culture seemed to be very open 

for any changes; thus, even big changes were considered among the new business 

model options.    

As both entrepreneurs (CEO and CTO) understood the importance of the new 

business model design, they were willing to spend their valuable time on finalizing 

the design of the new business model (figure 18). Within the process of business 

model development (sensing A1-3), both entrepreneurs also understood that every 

choice made by them would cause a different business model outcome. Hence, both 

entrepreneurs (CEO and CTO) together with a marketing representative 

participated in every workshop (sensing A1-6) related to the new business model 

design. Similar to the existing business model, every discussed business model 

option (sensing A1-3) involved a central role for Internet technology. Based on data, 

the Internet was able to offer the needed business model scalability, and it also 

enabled Alpha to enter the mobile application business.  

With the final result of the business model evaluation in figure 18, both 

entrepreneurs had the same opinion (in sensing A6). They decided that the existing 

business model could not be changed because they needed to avoid any risks that 

the new business model might introduce for their existing business model. Instead, 

they both believed that this emergent opportunity required a separate business 

model (new business model in figure 18), and a dedicated person who could take 

all responsibilities related to implementation of the new business model. Indeed, 

the implementation of the new business model was seen as too massive an 

undertaking for their existing resources. The concern was not just labor force 

related, but also financial issues were considered to be (sensing A5-6) critical. They 

realized that by moving the existing resources into a new business model, the 

existing business model could suffer too much. The top management realized that 

the existing strategy would definitely need some degree of change. Similarly, they 

realized that the new business model would introduce new business processes that 



 123

they were not utilizing in the existing business model. Finally, top management 

decided (sensing A6) to find more resources from another source, and 

simultaneously develop a demo version of their new services. Indeed, they were 

willing to implement the new business model in smaller steps to avoid harming the 

existing business too much. 

In addition to key themes, one important internal factor seemed to be the 

knowledge of external resources. Alpha had significant knowledge (sensing A2) of 

Google + and Apple store distribution methods, prices, and processes. Without such 

knowledge, they would have no possibility to select those vendors, nor understand 

the potential of the selected business model. Additionally, their knowledge of prices 

for external resources in the business model (the “way of charging” element) had a 

drastic impact on the end user prices, and thus for the business success. Without 

this important knowledge, the company might have made completely incorrect 

selections. Hence, internal knowledge of external resources improves the validation 

and development of new business model design.  

External factors of business model change 

By moving toward B2C business, Alpha realized quickly (sensing A2) that a new 

design of their business model needed to be more scalable than the existing business 

model design. The reason was that the new business model had a larger and more 

global customer basis. Through the existing investors, Alpha also noticed (between 

sensing A3-4) the investment potential of the scalable business; their existing 

investors were interested in investing some financial resources in their emergent 

opportunity. Indeed, Alpha was even playing with idea of having an internal start-

up. In principle, scalability was one of the main concerns during the development 

(sensing A1-3) of the new business model design. Scalability was accomplished 

largely by utilizing Internet technology extensively in their service offering. 

From the cooperation (i.e. value creation through external activities and 

partners) and ecosystem perspective, Alpha realized (A2-4) that scalability of the 

business model design demanded big multinational vendors such as Azure, Google, 

and Apple. Without these partners, they would have to create a scaling capacity by 

themselves. Still, the marketing and sales activity through the Apple store and 

Google + was analyzed carefully (sensing A2-3) due to the high costs of service. 

As their services (i.e. computing) were based on cloud services (figure 18), they 

knew (sensing A2-3) that this would require a strong vendor that could support 

international growth and provide enough capacity during high peaks in traffic. 
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Therefore, Alpha considered (sensing A3) only big cloud service providers like 

Azure and Amazon. Cloud services were also assisting the partnering work with 

smaller companies (sensing A4), which could do their operational work (e.g. bug 

fixing, product development) on their own premises through the Internet.  

The new business model had the same technology as the existing business 

model, and this worked as a differentiator against Alpha’s competitors. But, the 

efficiency and effectiveness of the business model relies on co-creation and co-

capture with strong multinational vendors like Google and Apple, and with small 

research and development partners that can work in parallel with Alpha’s own 

product development and maintenance team.  

7.2.2 Analysis for case Gamma (Sensing-G) 

A new business opportunity was identified inside one business line of company 

Gamma. This business line had acquired a smaller company a few months earlier 

(before sensing G1), and this acquired company was offering services and tools 

(figure 19) that were similar to Gamma’s existing business line. Gamma decided to 

study how it could grow its business by harmonizing their customer offerings inside 

the business line, and thus to utilize all best practices from both businesses.  

Business model change process 

The business model change process of Gamma was started by business model 

evaluation (sensing G1-2). Gamma first created a business model for the acquired 

business and for their original business (sensing G2). Figure 19 presents the two 

business models that were created to study the situation of the business unit in 

Gamma. The business model for the acquired business is called “A business model,” 

and the original business model is called “B business model.” 
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Fig. 19. Business models A and B for case Gamma. 
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Although both business models were exploiting the same opportunity, they were 

quite different. The “what” section of the business model was different from almost 

all perspectives. In the customer element, business model A consisted of banks, 

financial actors, and brokers, but business model B had transfer agencies of banks, 

individual transfer agencies, and fund companies. In the offering element, business 

model A had a stand-alone product for trading, real-time book-keeping, and 

reporting. Business model B had a fund transaction engine and a customer-specific 

consultancy. In business model A, the value proposition was coming from no hour-

by-hour service, and business model B offered high-volume automation and fund 

transaction management. The differentiator element was also different; business 

model A had a standardized product, and the services were easy and flexible to start, 

use, and expand. In business model B, the differentiators were trusted and flexible 

services, and being a market leader in compliance with local requirements. The 

differences were not so big in the “how” section of the business model. In the mode 

of delivery element, the difference was that business model A had installation 

support and business model B had customer delivery. The bases of advantage were 

different; business model A had product value thinking, and business model B had 

the advantage of flexibility and time-to-market. In the key operations, business 

model A had maintenance development and centralized product projects, and 

business model B had product management, internal roll-out planning, and 

consultancy with support. The selling and marketing were the same in both business 

models. The reason was that this activity was mainly done by the support function 

of Gamma. In the “why” section of the business models, just the cost-related 

elements were different. In business model A, the cost drivers were product 

improvement and administrative costs, and in business model B, the cost drivers 

were costs from projects to products and version migration, and flexibility. The cost 

elements were also different; in business model A, the costs were coming from 

product development, service model mismatch, license, maintenance, support, 

management, and sales. In business model B, the costs were from product 

development, support, management, and sales.  

By designing these business models (figure 19), Gamma was able to determine 

(sensing G2-3) the potential synergies between two separated businesses. Soon 

(sensing G2), they realized that the business model was not only about the business 

line’s internal activity, but it consisted also of some corporate level functions. By 

noticing this, the management team of Gamma’s business line realized that to grow 

their revenue as intended, they needed to cooperate with other organizations 

(Figure 19) of Gamma. For instance, their first idea (sensing G3) required specific 
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effort from the sales and marketing of its products and services, but these activities 

did not belong totally to this business unit’s own activities. Instead, in both of the 

business models (figure 19), the main sales and marketing activity was done by the 

corporate level sales and marketing department. The corporate level participation 

was not visible just in the sales and marketing element of the business model, but 

also in the cost, way of charging, and pricing elements. Hence, many actions related 

to these elements belonged outside of this specific business line. 

Finally, the management team of Gamma defined (sensing G3) different 

options to grow their revenue. They found (sensing G3) few options to grow 

business line revenue that were not connected directly to any other business units 

of Gamma, and more options to grow its revenue together with other business units 

of Gamma. For instance, one option (sensing G3) was to grow by selling more 

products they offer for the existing customers, or to new geographical areas through 

local alliances. Therefore, the main target was to select and clarify the products and 

consultancy services from both business models to boost sales. Indeed, the 

management team was aware (sensing G3) that a corporate level marketing and 

sales organization is expected to be informed and trained when the final products 

and consultancy services are selected. The other option was to grow by selling more 

consultancy services they offered for existing customers of corporate level Gamma. 

In this option, they realized that Gamma may need to replace some of the systems 

or services from their existing customers. They speculated that this could be done 

by partnering with some external vendor, or in collaboration with corporate level 

business units that already had some business with its target customers (sensing 

G3). 

Internal factors of business model change 

Although the management team of the business line had top management 

commitment and overall responsibility for business model development, it was 

forced to develop (sensing G3) a business model that supported the sales for the 

existing customer basis of Gamma. Indeed, they needed a new top management 

decision (after sensing G3) to grow the size of this business line outside of 

Gamma’s existing market segment. While the business model change had a 

business owner, the decision-making power was limited by top management of 

Gamma (sensing G3).  

The company processes, tools, and even the incentive structure of Gamma 

supported the consultancy and service type of business. Thus, the company culture 
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did not adequately support the product type of business. Indeed, the existing 

business model was dedicated more to the service type of business than the acquired 

business (figure 19). This was discussed very openly in the workshops (sensing 

G2-3). The most visible challenge was related to sales and marketing activities 

(figure 19), because this activity was done outside the actual business line. Due to 

the reason that the existing sales and marketing was oriented toward sales of 

services and Gamma’s main customer base was in Nordics, the shift toward new 

customers and a product type of business seemed challenging (sensing G3). The 

business line marketing function would cause some investments and a resource gap, 

and thus one business model option (sensing G3) included an external partner for 

sales and marketing activities.  

All business model options (sensing G2-3) utilized Internet technology to 

capture value. The future aspect of business model design was discussed widely 

through the customer perspective, including what kinds of services customers 

would need in the future and what customer trends they should be aware of (sensing 

G1-3). Most of the planned business model options (sensing G3) were aligned to 

the strategy of Gamma, but few options were developed from the scalability 

perspective. The options that were not directly supporting the strategy were planned 

for the purpose of internal communication (after sensing G3) to get the commitment 

of top management, and to have more resources (i.e. labor and finance). 

In addition to key themes, one important internal factor seemed to be the 

development team of the business model. Gamma had all the business owners in 

the workshops (G2-3). Without this, Gamma’s business line would not have the 

possibility to develop and select a business model that is suitable for all existing 

business. Additionally, the knowledge of the existing business model has a huge 

impact on the end result, and thus to the success of the new business model. Without 

this important knowledge, the business model development team might have made 

completely incorrect selections. Hence, the proper selection of a business model 

development team seemed to improve the validation and selection of business 

model design. Another important internal factor seemed to be the usage of an 

external facilitator. Gamma recognized that an external facilitator would improve 

the development phase of the new business model mainly because an external 

facilitator would involve all people rather than just the business leaders in the 

discussion of the new business model design.  
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External factors of business model change 

All existing business models and business model options were based on Internet 

technology. From the business model design scalability perspective, the business 

model of the acquired business was based on products (figure 19) to a larger extent 

than the original business inside the same business line. The entire business unit 

management team realized the importance of scalability for business model design. 

The management team of the acquired business realized this, and they highlighted 

the issue many times during the business model development (sensing G2-3). They 

also mentioned a few times (sensing G3) that the top management of Gamma 

should pay attention to this scalability issue, and make decisions based on it. The 

product in business model A was a standardized stand-alone product, but more 

revenue was earned through the consultancy services. Most of the business 

development members in the workshop realized that the stand-alone product based 

business model would be more scalable than the original business model. Company 

strategy as a subject was not discussed (sensing G12-3); it seemed that the top 

management of Gamma was willing to drive the selection of the business model 

toward the original business model that had weaker scalability potential. The 

difference between the original and the acquired business model was caused due to 

the fact that the parent company of Gamma was more consultancy services oriented 

than product oriented (sensing G3), and thus the main processes primarily 

supported consultancy services. Even the incentives of most people were evaluated 

against the profit and sales of consultancy services (sensing G2). During the 

workshop (sensing G3), the leader of the acquired business indicated a willingness 

to search for some potential investors; he even discussed the option of purchasing 

this business by himself.  

From the partner and value creation through external activities perspective, 

almost all developed business model options (sensing G3) were developed without 

external vendors. Instead, the business line’s external activities were done by the 

other business functions inside Gamma. Just one developed business model option 

(sensing G3) was based on activities that were done by an external company.   

7.3 Seizing opportunities and business model change (Seizing) 

This chapter reports on the field study and data of two case companies in the areas 

of seizing opportunity and business model change. This chapter has two sections. 

The first section will explore the business model change of Alpha from the seizing 



 130

dynamic capability cluster perspective. The second section 7.3.2 will explore the 

business model change of Delta from a seizing dynamic capability cluster 

perspective. Both case studies begin with short chronological descriptions about 

the starting point of each case. Then both sections will explore the business model 

change process, thus presenting the developed business model structure(s). Finally, 

both sections will explore internal factors and external factors of each case. The 

study is done by utilizing the predefined themes (tables 5 and 6). The overall 

findings on internal and external factors are presented in attachment 4. 

7.3.1 Analysis for case Alpha (Seizing-A)  

The new business opportunity of Alpha was identified through customer contact. 

The emergent business opportunity was outside the existing industry of Alpha.  One 

of the leading companies in the industry had contacted Alpha (before seizing A1) 

and asked Alpha to offer a demo version of their services to show how it would fit 

into the new industry. With the massive size of the industry, and the opportunity for 

new customers, the management team was excited about this new industry. Also, 

their existing business was still growing during this time. Hence, the management 

team of Alpha explored the emergent opportunity through business model impact 

analysis (seizing A1-2). The management team was focused on extending their 

existing service offering to a new customer segment. Due to Alpha’s technology 

knowledge, B2B market knowledge, and the large potential customer base, this 

opportunity seemed very promising.  

Business model change process 

First, the impact analysis was completed (seizing A1) to understand the new 

customer segment’s effects on the business model elements. Table 17 presents the 

impact analysis findings for the emergent opportunity. This table presents the 

required changes for every element of the business model. The analyzed elements 

of the business model are: what (i.e. customer, offering, value proposition, 

differentiator), how (i.e. mode of delivery, basis of advantage, key operations, 

selling and marketing), why (i.e. cost drivers, cost elements way of charging, basis 

of pricing), and where (see figure 8). The column of “change” describes the needed 

changes for Alpha’s operational business model based upon the situation when this 

analysis was carried out (figure 20). 
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Fig. 20. Existing business model of Alpha. 

The impact analysis showed that the required changes were not major from the 

business model design perspective. The only change to the existing business model 

was the customer element. But, as they already had new customers in place, Alpha 

decided to develop a demo service and start piloting with a car manufacturer. This 

was communicated to a potential customer, and a tight time schedule was agreed 

upon for the piloting. 

Within the agreed-upon time schedule, Alpha was able to build a new demo 

version of the service product for its potential customer in a new industry. Since the 

product was ready, Alpha released it to the car manufacturer through the existing 

cloud services, and organized the training on how to use its services (after seizing 

A2). After the customer received the product, and a long period of time (seizing 

A3) had passed, there was still no information from the customer side to indicate 

whether they were willing purchase this product or not. 
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Internal factors of business model change 

Alpha had a very quick reaction to the emergent Internet-based business 

opportunity (time between seizing A1 and A2), and Alpha’s top management had a 

very high commitment to exploit this new opportunity. The existing resources of 

Alpha enabled the strategic agility for this business model change (seizing A1-3). 

The main actions were to establish a new customer in Alpha’s Internet technology 

system and to prepare a delivery channel for it. Instead of using new research and 

development resources, they needed to visualize new products (between seizing 

A1-2) only with existing research and development resources that were fully 

utilized in the existing business. This work was not easy because the quality of 

service was very important (seizing A2) for its pilot customer. Therefore, Alpha 

wanted to offer the best possible quality of service to their large prospective 

customer. Thereby, all the best engineers were allocated to the demo creation 

project for over a month (seizing A1-2). But, this resource allocation had an impact 

on the existing business of Alpha. For instance, Alpha was forced to delay some 

important milestones (seizing A2) of their existing service releases, and also some 

customer projects were delayed. This also caused an impact on the marketing and 

sales element (seizing A3), as customer representatives of Alpha were forced to 

communicate these delays to their impacted customers. This “small” incremental 

business model change demanded multiple resources from various teams at Alpha.  

At the same time, all of Alpha’s operational costs were increasing (seizing A2-

3) due to the new actions that were initiated for the piloting purpose. The pilot 

project costs were financed with revenue from their existing business. Indeed, their 

pilot project was causing an impact on the overall performance and profitability of 

Alpha (seizing A2-2). This was the risk that the Alpha management team took when 

they made the decision (seizing A1) to proceed with an identified opportunity.  

According to the information gathered through field study, there were two 

additional internal factors related to the business model change. First, testing of a 

parallel business model seemed labor-consuming, and it would be a difficult 

activity with the existing resources that are allocated for the main business. Second, 

even a small change to the existing business model could require big sacrifices for 

the existing businesses.  
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External factors of business model change 

The business model change was very small from the external factor perspective 

because the existing business model (figure 20) of Alpha was already somewhat 

scalable. Indeed, the main challenges were caused by the internal factors.  

7.3.2 Analysis for case Delta (Seizing-D) 

The business opportunity of Delta was identified for the first time (before seizing 

D1) inside the company by two employees that were representing different business 

lines inside Delta. These employees of Delta had a similar idea (before seizing D1), 

and they decided to turn this idea into a product specification. The original idea was 

based on their former experience within the industry segment of Delta, but they 

also realized Alpha’s existing customer need for systems that are flexible and easy 

to use. And, soon they were realizing a wider potential for their original business 

idea. By introducing (before seizing D1) the idea to the top management team of 

Delta, Delta was willing to offer a team of dedicated research and development 

resources to these two employees. Their primary goal was to develop the service 

product that they had conceived. Their goal was not just to extend Delta’s service 

offering for the existing customers of Delta, but towards a global customer base.  

Business model change process 

Due to the industry knowledge of Delta, this was a very promising opportunity 

especially as it related to the existing customers of Delta. With this knowledge, 

product architecture was developed to support this goal so that the product 

consisted of a platform and some specific product modules. But soon (before 

seizing D1), they realized that the emergent opportunity required wider planning, 

especially on how the commercialization of the product could be carried out for the 

new/different customer segments, and thus they realized that they needed to explore 

a new business model to exploit the emergent business opportunity.   

At the beginning of the business model change process (seizing D1), a new 

business model design was developed to understand more about the required 

elements of the emergent business opportunity. Figure 21 introduces the developed 

to-be business model for the emergent opportunity (mobilization of customer 

service process). This represents the business model that Delta needs for the 

emergent business opportunity exploitation.  
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Fig. 21. To-be business model of Delta. 

Based on the business model evaluation (seizing D1-2), Delta had almost every 

business model element for the to-be business model that would support the goal 

of selling more services for their existing customers. In principle, those elements 

already existed in the other businesses (and business models) of Delta. In the “what” 

section, the customer element includes two different types of customers, but both 

are existing customers of Delta. The offering element consists of mobile 

applications that will be tailored to Delta’s existing customers with project services. 

The value proposition is done by online availability, easy usability, effectiveness, 

and the commitment of Delta. The differentiator is the existing customer 

knowledge, service skills of Delta, and the modular structure of the mobile 

application that was developed by Delta. In the “how” section, the delivery mode 

is the project delivery, meaning all tailored mobile applications will be delivered to 

Delta’s own web store by the team that is in charge of their tailoring project. Delta’s 

basis of advantage is availability of all applications though the web store. Key 

operations are service know-how of the existing customers, product development 
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and structure, and deployment know-how of its own mobile application. The sales 

and marketing is done by another organization of Delta. In the “why” section, the 

cost driver is the cost of labor, and other cost elements are research and 

development, project work, and service costs. The basis of pricing comes from the 

profit of sales. And the way of charging can be done by license fee, monthly fee, or 

on the basis of volume or a project-based fee. 

With the new design of the business model, Delta realized (seizing D2) that 

exploitation of the explored opportunity could be done quite easily and quickly 

with Delta’s other organizations, such as the sales and marketing department. In 

principle, with the existing service customer base, they just needed to contact 

Delta’s sales and marketing resources (between seizing D2-3) and discuss their new 

product offering, and later offer some specific training for their sales forces (seizing 

D3). For the consultant customer segment, building awareness of the product would 

require more cooperation with the consultant pool to enhance their skills and 

mindset to sell systems in parallel to their consultancy work. The additional 

activities were to establish a web store (figure 21) and the maintenance function for 

it. 

Internal factors of business model change 

With data (seizing D1-4), it is easy to see that Delta was taking the emergent 

business opportunity seriously. The top management of Delta was willing to have 

a new type of business and they were ready for new business model options (before 

seizing D1). Therefore, the top management of Delta established a new business 

unit with a responsible business leader (before seizing D1). This business unit was 

responsible for business model innovation and they had enough authority to finalize 

a new business model design. Based on the top management commitment, the 

design of the new business model was supposed to support the existing strategy of 

Delta, and thus new business model options were developed to support the existing 

businesses of Delta. The business unit of Delta had a strong passion to move in the 

direction of a product-oriented business (seizing D1-2). Delta’s existing strategic 

direction as a service provider was limiting the selection of business model options 

(seizing D3). Hence, the company culture seemed to be open for any changes, but 

big changes seemed less attractive, at least, from the top management perspective 

(between seizing D2-3). From the strategic agility perspective, the business unit of 

Delta had enough resources for the planned business model (figure 21), but other 

options would require more resources, and this was limiting the selection of the 
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business model option (seizing D3). The business modeling work (seizing D1-3) 

offered a good basis for the business unit management to discuss the topic with 

their top management. In practice, the management team realized that they did not 

have enough resources or commitment to implement business model options that 

required radical change. Indeed, they were prepared to continue the work of 

business model change (after seizing D3). The main reason was that the 

organization realized that the developed business model options presented 

promising opportunities for the future. 

All workshop participants understood the importance of new business model 

design, and they were willing to spend their valuable time on finalizing the design 

of the new business model (seizing D1-4). During this business model process, 

organizational representatives also understood that every choice made by them 

would cause different business model outcomes. They also realized that the 

company’s existing business could set some of the selection rules for their business 

model options (seizing D3), and bigger changes require the full commitment from 

the top management of Delta. Therefore, these big changes  require a bigger 

financial budget that enables establishment of all needed skills, resources, and 

competencies (seizing D3). With this knowledge, many details were changed 

(between seizing D3-D4), and thus Delta was able to make needed changes to their 

business strategy and its organizational structure.  

Delta changed its business strategy and its organization (between D3 and D4). 

With a new business strategy and organizational design, the selection criteria for 

business model designs were different, and Delta decided to focus on both business 

model designs (seizing D4). One was supporting its existing service business, and 

another business model was based on product business. The business unit realized 

that the product business was different compared to a service business, and the 

organization would have to considering hiring new recruits (seizing D4). Thus, all 

business unit members were more open to any new ideas concerning new business 

model designs, and discussion was livelier than in previous meetings (seizing D1-

3). The business unit of Delta was even willing to develop a third business model 

that supported the product business entirely (seizing D4).  

With the final results of business model evaluation, the management team of 

the business unit had the same opinion; the existing business model should be 

simple in order to support their existing businesses (figure 21). And with a simple 

business model that is supporting Delta’s existing businesses, this organization was 

able to easily/quickly start to earn revenue through this established business unit 

(seizing D3). This revenue would later allow this organization to change their 
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existing business model toward a more independent business unit of Delta (after 

sensing D3) by having their own marketing and sales activities, and thus freedom 

to plan a business unit specific customer segment. This might demand an additional 

new business model (after seizing D4). During the last workshop (seizing D4), 

Delta used a second business model option as their goal for the future, and they 

even had a possibility to establish a third business model option. 

In addition to key themes, one important internal factor seemed to be the 

knowledge of the internal organizations and company structure. Delta had enough 

knowledge (seizing D2) on the company’s marketing organization, and they 

realized that the marketing department had to be involved in the future workshops 

(seizing D3). Without this knowledge, the business unit of Delta would have no 

possibility to involve needed organizations for the business model development 

work, nor define the company specific marketing channel for the business model 

that they were selecting. Also, the company’s internal relationships seemed very 

important. This case study shows that with good relationships, the commitment and 

participation between business units is fast and smooth (short time between seizing 

D2 and D3), and even top management will respect input from trusted members 

(e.g. business strategy change between D3 and D4). Hence, the knowledge of 

internal organizations and company structure improves the validation and selection 

of business model design. Another important internal factor seemed to be the usage 

of an external facilitator. Delta recognized that an external facilitator would help 

the business model change process. It was recognized (seizing D3-4) that an 

external facilitator was able to improve cooperation between different business 

functions, and due to participative discussion between those organizations, the 

commitment of other functions was improved.  

External factors of business model change 

All business options of Delta were based on Internet technology. The to-be business 

model (figure 21) presents nicely the idea of Delta to extend business size on the 

basis of existing customers. With the global customer business (enhanced 

opportunity), they were able to realize (seizing D2) that the enhanced to-be-

business model needed to be more scalable due to the larger customer base and due 

to the labor-intensive business architecture. Indeed, many of their to-be business 

model elements required change. For instance, their offering needed to be more 

product oriented than their existing service type of business. The enhanced to-be 

business model required also additional sales and marketing functions that could 
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better support their international sales activities and entry into a new customer 

segment. The mode of delivery in the enhanced to-be business model required large 

changes and it could involve an international cloud service provider. Even the basis 

of pricing required a change to promote wider customer sales and base. Indeed, the 

enhanced to-be business model required a totally new business model or radical 

change from the previously developed to-be business model into a totally new 

business model. By realizing this (seizing D2), the business owner was willing to 

study the enhanced to-be business model option further with a wider audience at 

Delta (seizing D3).  

Even the “enhanced opportunity” was promising (seizing D3), due to the 

massive gap between the existing to-be business model and the enhanced to-be 

business model, plus they realized there was increased risk. Delta decided to first 

exploit their opportunity to existing customers of Delta. With this decision, Delta 

could have quick growth in their existing customer base (seizing D3). But, soon 

(after seizing D3) they would be required to decide what to do with the “enhanced” 

business opportunity that included more risk taking and probably even entry into a 

new business segment or entire industry. First, they were committed (seizing D3) 

to creating a new business model that enabled the exploitation of this business 

opportunity, and then they could plan strategic activities and prepare 

communication for top management and shareholders. In parallel, they decided to 

implement the enhanced business model with some customers as a pilot (seizing 

D4). 

The business model differentiated Delta from competitors due to the unique 

technology of Delta. Efficiency and effectiveness were enhanced through co-

creation with Delta’s other business units and organizations. From this specific 

business unit perspective, these organizations are partnering organizations that are 

required for the success of business model. The management team of the new 

business unit was aware that some of the developed business model options might 

require cooperation with external companies.   

7.4 Transforming opportunities and managing threats, and 

business model change (Transforming) 

This chapter reports on the field study and data of two case companies in the area 

of transforming opportunities and managing threats, and business model change. 

This chapter has two sections. The first section will explore the business model 

change of Alpha from the transforming opportunities and managing threats 
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dynamic capability cluster perspective. The second section will explore the 

business model change of Delta from the transforming opportunities and managing 

threats dynamic capability cluster perspective. Both case studies begin with short 

chronological descriptions about the starting point of each case. Then both sections 

will explore the business model change process, thus presenting the developed 

business model structure(s). Finally, both sections will explore internal factors and 

external factors of each case. The study is done by utilizing the predefined themes 

(tables 5 and 6). The overall findings on internal and external factors are presented 

in attachment 5. 

7.4.1 Analysis for case Alpha (Transforming-A) 

Alpha had a unique service for its offering and the uniqueness of their services was 

boosting their international growth. The internationalization process was  resource-

intensive because their service offering required significant field work and product 

tailoring. This was causing a major challenge for internationalization and business 

growth of Alpha. Alpha was a member of the SW cloud program, and Alpha 

realized (Before transforming A1) that cloud computing may support their 

internationalization process.  

Business model change process 

The business owners of Alpha were attracted (transforming A1) to cloud computing 

because it was allowing Alpha to increase resources during increasing service 

demand. Alpha also realized (transforming A1-8) that cloud computing could 

improve their operational spending during internationalization and business growth. 

Besides this resource-intensive benefit, customer interest could improve by 

introducing a service that could be used from any device anywhere, without SW 

installation (figure 22). Based on these assumptions, Alpha decided to study the 

impact of cloud computing technology on its business by using transformation 

analysis of a business model. 

Transformation analysis uses an as-is and a to-be business model to understand 

how the business is supposed to be transformed from as-is to a to-be state. Figure 

22 presents these findings with two unique business models. The as-is business 

model represents the business model that describes Alpha’s operational business 

model at the time this analysis was done. And the to-be business model represents 
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the final design of a business model that is enhanced with cloud computing 

technology. 

Fig. 22. Transformation analysis, case Alpha. 
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After the new business model design was ready, Alpha noticed some potential 

challenges for business model change. They realized that many elements in their as-is 

business model required changes. In the “what” section, the customers of Alpha 

remained the same, but the service offering was easier through the cloud. After the 

cloud services were implemented, Alpha would be able to sell services instead of 

software that required installation on customer’s tablets or computers.  The Internet 

technology based cloud service also offered more value proposition for their existing 

customers; in the to-be business model, the cloud offered an integrated value chain from 

manufacturer to retailer and even to consumers. Through cloud software, Alpha got one 

differentiator against its competitors; now, their customers would have ubiquitous 

access to services offered by Alpha. In the “where” section of the business model, the 

mode of delivery would be through the cloud instead of SW hosting and licensing. In 

the to-be business model, access anywhere seemed to be the basis of advantage.  All 

other parts of this section remained the same. In the “why” section, the cost side also 

remained untouched; the only change was that the cloud was an additional cost driver. 

Also, the basis of pricing and way of charging remained the same. With the to-be 

business model design, Alpha noticed that the change was not just to internal activity, 

but also external activity and implementation would require much internal and external 

communication and agreements between Alpha and other parties.  

After the to-be business model was ready, Alpha started the business model 

implementation (transforming A3-8), and the “to be business model” was the goal 

for the new business. During the first steps in the implementation, Alpha noticed 

(transforming A1) that the developed business model design offered an easy and precise 

format (just with one A4 size picture) for internal communication purposes. The 

business model design also improved their ability to discuss this large change with 

external organizations. With the new business model design, the external organizations 

easily understood their important role within the new networked business model. With 

the business model design, the benefits of the cloud were easy to communicate to 

Alpha’s customers and other external organizations. 

During the implementation process of the new business model (transforming 

A4), Alpha realized a problem with the scalability of their business model. Now, 

while Alpha was able to attract more customers and sign new customer contracts, 

they faced a problem with resources allocated for research and development work. 

Since every customer had a customer-specific service, the maintenance work was 

too time-consuming and Alpha faced a resource gap. For instance, each bug fix 

required changes to all customer-specific software. To improve this issue, Alpha 

decided to develop (transforming A5) its services rather toward a platform than 
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customer-specific releases. The product-related changes in the business model are 

depicted in figure 23.  Hence, this to-be business model was becoming a new to-be 

business model for Alpha.  

Fig. 23. New to-be business model, case Alpha. 

In this second to-be business model, just a few elements were changed. The “what” 

section remained the same. The “where” section of the business model changed 

from the product platform perspective in key operations. Without customer-specific 

software, the way and basis of pricing required a change in the “why” section of 

the business model. This was a challenging activity as Alpha’s customers were not 

willing pay more than they had before. The customers of Alpha preferred the cost-

based pricing rather than utility-based pricing. This challenge remained for quite 

some time, and thus Alpha was required to operate with two parallel business 

models. With this challenge, along with the fact that no physical software was 

required anymore, Alpha also realized that sales and marketing activity was easier 

to carry out with its own resources and consultants. Instead of retailers, they 

preferred to use more consultants and their own sales force. Indeed, Alpha carried 

out many activities during a new common platform launch. For instance, it 
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participated in many exhibitions and conferences in Europe, America, and Asia. 

Finally, the entire to-be business model of Alpha was implemented.  

Internal factors of business model change 

Alpha’s top management was totally focused on new business model design 

development (transforming A1), and the people in charge of the business model 

change had enough authority to finalize the new business model design. The start-

up spirit was present at every workshop (transforming A1-8) that was held by Oulu 

Business School, and all company members were open to any new ideas concerning 

the new business model design. Indeed, the company culture seemed to be very 

open (transforming A1-8) to any changes, and even big changes.    

The CEO understood the importance of new business model design 

(transforming A1), and he was willing to spend his valuable time on finalizing the 

design of the new business model (transforming A1-3). In this time, the CEO 

understood clearly that every choice made by the business development team 

would cause a different business model outcome. Therefore, the CEO together with 

a marketing representative participated in every meeting related to business model 

change (transformation A1-8). This was the only business model for Alpha, and all 

the needed changes were easy to split up for the specific organization of Alpha. 

Soon, Alpha was noticing (transforming A2) that most of its management team 

members were involved in the business model change. And they identified an internal 

leader for this business model change (transforming A2). In the case of Alpha, the main 

person involved in the business model change was the CEO of the company. 

 This case shows that Alpha was active in business model innovation. During 

implementation of the to-be business model (transforming A3-A4), Alpha realized 

that product tailoring was a labor-intensive activity, and it was causing negative 

effects on their resourcing. The main reason was that their business was able to 

grow on the basis of Internet technology that they were utilizing in the new business 

model. Hence, they developed (transforming A4) a new version of the to-be 

business model with a common platform product. With a common service platform, 

Alpha was able to cut its operational expenses by having capability to make just 

minor tailoring for its customers. Now, Alpha’s tailoring was done only when 

Alpha’s customers needed a 3D visualization of their new products and offerings. 

Almost all bug fixing was done simultaneously for all customers through the 

Internet. In principle, they were constantly modifying the products and services via 
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the Internet, and thus Alpha was able to receive knowledge from their customers 

through this activity.  

External factors of business model change 

The ecosystem view is strongly present in the to-be business model of the Alpha 

(figure 23). For instance, the cloud computing service broker is a global company 

that can scale Alpha’s services very quickly from small to very large on the basis 

of Alpha’s demand. Without this service provider, Alpha would have to create their 

own cloud computing capability for their customers. This would not be easy as it 

requires significant hardware and capital resources. 

Interestingly, the to-be business model (figure 23) proposed that cloud 

computing could offer more captured value for customers of Alpha. For instance, 

it enhanced cooperation between a furniture retailer and a manufacturer, because 

all of manufacturer’s 3D-visualized products are now available for the retailer over 

the Internet. In principle, Alpha’s Internet-based service was offered to its 

customers with the option to use it as a networked business model. The cloud also 

offered ubiquitous access to service users, offering their customers flexibility for 

using the services. Besides Alpha’s value proposition improvement, this may also 

enhance the captured value for Alpha’s customer toward their service customers. 

This was an important differentiator against the competitors of Alpha. 

In principle, most of the tailoring was done either by Alpha’s own designers or 

by their subcontractors. Therefore, these subcontractors of Alpha were also 

connected to this new ecosystem through the Internet, allowing them to work within 

the same business platform. At the same time, this reduced the daily management 

effort required by Alpha. For instance, subcontractors were able to tailor the 

customer-specific releases online through the Internet without physical software 

deliveries between Alpha’s customers and subcontractors. 

Due to the common service platform in the new business model (figure 23), 

subcontractors were also able to correct the bugs online through the Internet to all 

customers at once. Instead of doing the same bug fixing for every customer, they 

could fix several bugs at the same time. Hence, the common platform increased the 

speed of service repairs. This was crucial, since the customer demand concerning 

the service level (e.g. bug fixing) was increasing rapidly, especially in the United 

States (between transforming A3 and A4). 
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7.4.2 Analysis for case Beta (Transforming-B) 

Beta is an information technology service provider for academia, research institutes, 

and companies. During this research, Beta was able to find new opportunities 

through cloud technologies. For instance, they noticed that cloud computing was 

able to offer new value providing methods and ubiquitous access, thus offering 

better opportunities for international growth. Beta also realized that many global 

cloud service brokers were offering services through the Internet for Beta’s 

customer niche. Hence, some customers of Beta raised this issue and even made 

proposals for Beta to change their services into cloud services to secure its service 

provider position in Finland.  

Business model change process 

At the beginning of this case study, Beta was making a business model evaluation 

together with Oulu Business School. The transformation analysis was done to 

understand how the business model would change when shifting from a traditional 

business into a cloud technology based business. Figure 24 presents these findings 

with two unique business models. The as-is business model represents Beta’s 

operational business model during the analysis. At the time,  Beta already had some 

ongoing pilot programs with new services through cloud computing. Precisely, 

Beta was piloting Infrastructure as a Service (IaaS). The to-be business model 

represents the business model that Beta was moving toward, and this business 

model has all of the main services of cloud computing.  
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Fig. 24. Transformation analysis, case Beta. 
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The “what” section of the business model was changing from all perspectives. In 

the customer element, Beta decided that they were willing to get more customers 

from abroad. Instead of traditional services, Beta was willing to offer a wider scope 

of service. In value proposition, they were willing to offer world-class scalable 

cloud services and high-speed connectivity. They wanted to differentiate the 

company through ease of use and professionally managed services. In the “where” 

section, again, all elements were changed. The mode of delivery was planned to be 

through the Internet. The basis of advantage was done by provisioning and 

utilization of the cloud instead of earlier customer support. They knew that after 

cloud implementation, the key operation would be related to expert cloud support. 

Selling and marketing was planned through the direct sales and marketing activities. 

In the “why” section, almost every element of the business model was changed. As 

they planned to create their own cloud-based system, the cost driver was the HW 

in cloud. Instead of hardware and operating costs, the new cost element was the 

service costs and hardware. The way of charging was the same as before, but the 

basis of pricing was pay-per-use instead of cost-based pricing. 

After evaluation of the business model, Beta realized that a change to the as-is 

business model would be significant. And thus, the to-be business model would 

change the internal competencies, skills, and processes and tools. Indeed, Beta did 

not have enough resources to implement the needed changes quickly. To ensure the 

success of the business model change, Gamma decided to plan more steps for 

implementation of the to-be business model. They decided to add two extra steps 

connected to the cloud services they were planning. Therefore, Beta began to 

virtualize its services first from the existing situation to full capacity IaaS, and then 

from IaaS to Platform as a Service (PaaS). Figure 25 presents the business model 

roadmap with the main changes in the business model. These steps made the 

implementation of the business model easier to conceive and manage for Beta. 
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Fig. 25. Business model roadmap, from as-is to to-be business model. 

The developed business model design was not just making the implementation 

easier, but it was also helping Beta’s internal and external communication. This was 

recognized (transforming B2) by the implementation team of Gamma. Even a top 

management decision (transforming B1) was easier to carry out with a proper 

understanding of the business model elements that required changes. During the 

Step 1 implementation, the top management of Beta also developed a better 

understanding of the benefits of the cloud software. After noticing these benefits, 

they decided to extend the cloud utilization to cover other services they were 

offering during this time. Instead of focusing only on one business unit of Beta, 

Beta was preparing the cloud implementation for all business lines. Hence, their 

organization structure was changed (transforming B3) to better support this large 

implementation. Thus, a new horizontal organization lead was nominated from the 

original business model implementation team who already understood the 

implementation challenges. 

Internal factors of business model change 

Due to customer feedback and competitor behavior, the top management of Beta 

was totally focused on new business model design development. The top 

management of Beta established a team (before transforming B1) that was focused 
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exclusively on the business model change. The entire business model change team 

participated in every workshop (transforming B1-3) held by Oulu Business School, 

and all team members were open to every new idea concerning the new business 

model design. Indeed, the company culture seemed to be very supportive of the 

changes.  

The business development team of Beta understood the importance of new 

business model design, and the whole team was willing to spend their valuable time 

on finalizing the design of the new business model (transforming B1). Within this 

business model process, all team members understood clearly that every choice 

made by them could cause a different business model outcome. Indeed, the business 

development team of Beta realized that most of its organizations would be affected by 

the planned business model change. Fortunately, Beta had earlier identified an internal 

leader for this business model change (before transforming B1). In the case of Beta, the 

main person involved in the business model change was the leader of change team. 

 Since Beta was willing to do all activities by themselves (figure 24), they 

realized that the implementation would take a long time, and thus implementation 

required a long-term schedule (figure 25). By developing a schedule, they were 

able to focus needed activities more specifically. Within the first phase of the 

business model implementation, Beta received positive customer feedback, and 

they decided to extend cloud computing utilization in their other services. In 

principle, this required a new horizontal organization. The leader of the business 

development team started working as the cloud service director (after transforming 

B3),  leading all cloud computing related activities within Beta.  

In addition to key themes, the first important internal factor seemed to be the 

development of a roadmap for the business model implementation. The business 

model change was huge, and therefore Beta created a three-step business model 

roadmap for the implementation (figure 25). Without this roadmap, the business 

unit of Delta would have no possibility to focus on the most important and urgent 

issues first. The business model roadmap improved the implementation of the 

business model. The second important internal factor seemed to be the usage of an 

external facilitator. Alpha recognized that an external facilitator could help the 

business model change process, especially in enterprises where the business model 

development team consisted of people outside the typical business management 

team. The external facilitator was able to improve the cooperation between the 

different functions of the businesses. 
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External factors of business model change 

Beta was aware of the need for scalability of the business model (transforming B1-

2), and this capability was the origin for the business model change. With the 

business model change, Beta was willing to serve more customers on a global basis. 

Beta viewed the reliability and trustfulness of data as crucial to their business. 

Hence, Beta decided to establish its own data center (transforming B1). Because of 

this decision, Beta’s business model was no longer as scalable as they had wished, 

but it offered enough reliability for their services.  

All activities related to Beta’s business model were done by themselves (figure 

24), and they did not discuss value co-creation with any external organizations. 

Instead, they were willing to establish all needed skills and competencies within 

the existing organization (transformation B1). This had a negative impact on the 

effectiveness and efficiency of the planned business model. Because Beta was 

willing to create needed competencies, this also impacted negatively on the 

implementation schedule of the business model. 

7.5 Empirical insights for business model change as a dynamic 

capability 

This chapter cross-analyzes the individual case company descriptions (chapters 7.2, 

7.3, 7.4) on business model change. This chapter begins with the analyses of 

business model change process by comparing two individual processes. Then, it 

compares with the cross-analysis the internal factors and external factors of 

business model change (overall findings on internal and external factors are 

presented in attachment 6), and analyzes the differences between two case 

companies. This chapter also presents all new internal and external factors that were 

detected in this research. Finally, the chapter will describe the business model 

change on the basis of each dynamic capability cluster. Sub-chapter 7.5.1 presents 

a summary of business model change from the sensing cluster of dynamic 

capability perspective. In this sub-chapter, Alpha and Gamma cases are cross-

analyzed. Sub-chapter 7.5.2 will present the summary of business model change 

from the seizing cluster of dynamic capability perspective. In this sub-chapter, 

Alpha and Delta cases are cross-analyzed. Sub-chapter 7.5.3 presents a summary 

of business model change from the managing threats and transforming 

opportunities cluster of dynamic capability perspective. In this sub-chapter, Alpha 

and beta cases are cross-analyzed. Finally, sub-chapter 7.5.4 offers the summary of 
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business model change as a dynamic capability. This sub-chapter aims to 

summarize by proposing empirical insights for an a priori model of business model 

change as dynamic capability (figure 15). 

7.5.1 Cross-case analysis of sensing 

This chapter will first explain the business model change process of Alpha and 

Gamma from the sensing perspective. Then this chapter will describe the internal 

and external factors of business model change from the sensing perspective. Finally, 

this chapter will define the dynamically capable business model change in view of 

sensing. 

Business model change process 

Both cases started with an emergent business opportunity in hand. Alpha had 

located the opportunity from outside its organization, and Gamma found the 

opportunity inside Gamma’s organization.  

In both cases, the existing business model designs (figures 18 and 19) were 

first created for the purpose of emergent opportunity evaluation. The reason was to 

get an overview of the existing business activities. Then, in both cases, the emergent 

business opportunity was evaluated through the development of new business 

model design options. The development of the business model design improved the 

visualization of all activities needed to exploit the emergent business opportunity. 

In both cases, the development of a new business model design was deemed 

important in a few aspects:  

1. The final design of the business model would improve the internal and external 

communication. Internal communication was extremely important, especially 

for case Gamma, as top management was not participating in the business 

opportunity evaluation (sensing G1-3), but it had the final decision-making 

power. Alpha was using the business model design for external communication 

toward their investors, where business model design seemed to be a very 

powerful communication method. 

2. The business model design showed in a very simple way how the business 

opportunity could be exploited. In principle, all the activities of business 

architecture are visible in just one slide. In both cases, the simplistic view of 

business architecture was improve the business understanding of the company. 
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Indeed, it was easy to identify what a single modification in one business 

element would cause to other elements of the business model. 

3. The business model design is easy to understand; it indicates precisely what 

elements the business has, and what elements need to be developed in the 

future. Hence, it offers clear information from the final decision-making 

perspective, and from the implementation schedule perspective. In both case 

studies, the new business model design was able to improve activities related 

to final decision making and implementation schedule creation.  

4.  The business model design can assist in the optimization and selection of value 

creation options. In both cases, many business model design options were 

discussed, and final selection was based on the best option at the time. In both 

cases, other business model options were created.  

After new business model designs were ready, both cases had different outcomes. 

Alpha decided to stay in their existing business model without any change. Alpha 

also decided that the emergent opportunity required its own business model, and 

the new business model design functioned as a target to reach. Gamma decided to 

move forward with the selected business model option after discussions with top 

management. Gamma also decided to keep their existing business model designs 

for a while, and select the best business model option after top management 

discussions. 

Internal factors of business model change 

Both case companies were reacting to an emergent opportunity, and both 

organizations had top management commitment for a new business model. The 

motivation for a new business model was different in these companies. Alpha was 

ready to change their business model completely toward the emergent opportunity, 

but due to the top management view of Gamma, the business line was forced to 

limit its opportunity just to support Gamma’s existing strategy. In principle, 

Gamma’s business line had limited power to deal with all options of business model 

design. Alpha was able to select any kind of business model option. 

Both case companies supported business model change, and the company 

culture seemed relatively open to new ideas and opportunities. Gamma had even 

nominated a leader for the business model change, but due to a labor shortage, 

Alpha used the same leaders as in their main business. From the strategic fit 

perspective, Gamma’s strategy was supporting most of the business model options, 
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but not directly the business model design that the business leaders were willing to 

have. Thus, strategy was guiding the business model design selection. Even Alpha 

was relatively flexible in changing their strategy; a new business model change was 

too hard to implement within their strategy, which was focused on growing their 

existing businesses. Through the existing resources of Gamma, the business line of 

Gamma was easily capable of conducting all activities for most of their business 

model options. Gamma’s existing company structure did not adequately support 

the product-based businesses, and this limited the business model options to grow 

business globally. 

Both case companies were able to make future plans within the business model 

design work. Although Alpha was not ready to implement its new business model, 

they planned a goal for the future. This new business model design would work as 

resource plan, and it also increased the potential to find more resources through 

external investors. Also, the business unit of Gamma was able to design many 

business model options that could be used as targets for the future. With these 

business model options, they will probably find a common goal with their top 

management. 

According to the information gathered through field study, this study found 

three additional internal factors for business model change. First, the proper 

selection of team members for business model development will improve the 

validation and selection of business model design. Second, the knowledge of the 

external network improves the validation of the business model design. Third, one 

important internal factor seemed to be the usage of an external facilitator that 

improved the development of the new business model. This was recognized 

especially in the enterprises where the business model development team consisted 

of people from many individual businesses. The external facilitator was able to 

improve the cooperation between different businesses; indeed, the new business 

model design was a result of many business leaders working together.  

External factors of business model change 

During the opportunity evaluation, both companies focused on business model 

scalability. Due to the top management and company governance structure of 

Gamma, their business line was forced to design business models that were not 

scalable. Since Gamma’s business line viewed scalability as an important subject, 

it was willing to develop other, more scalable business model design options to 

attract their top management. In principle, their top management was seen as a 
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source of venture capital. Instead, Alpha was really using this new business model 

design to attract their existing venture capitalist. From the value combining 

perspective, Alpha was using multiple co-partners in their business model. Gamma 

has no co-partners within their value creation of most business model options. But, 

Gamma was utilizing other business functions of Gamma in some of their value 

creation activities, and few business model design options included co-partners.  

The innovation network within the case study shows that Alpha was utilizing 

their potential customers as an innovation network, but in the case of Gamma, the 

innovation was found inside the company. Both companies had a mobile/web 

application, and they aligned their customers with their ecosystem. Alpha relied 

more on the partners and other suppliers in their ecosystem. Gamma was using 

other business units and support functions in their ecosystem. 

Both businesses were focused on an effective and efficient structure for the 

business model. In the case of Alpha, they made it through partners and suppliers. 

The original goal of Gamma to combine two individual business models was 

basically concerning this subject. The business models of both companies were also 

focused on differentiators. Alpha had many differentiators against existing 

competitors, and in most of the business model options, Gamma relied on their 

existing customer base and their strong consultancy services. 

The business model change 

In both case studies, the business model process to evaluate the opportunity seemed 

similar. Figure 26 presents the business model change from the sensing perspective. 

In this view, the business model options are developed for the internal and external 

opportunities. These optional business models are evaluated against the internal 

and external variables, and existing business model. From these analyses, the best 

opportunities and business model options are selected. 
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Fig. 26. Business model change – view of sensing. 

7.5.2 Cross-case analysis of seizing 

This chapter will first explain the business model change process of Alpha and 

Delta from the seizing perspective. Then this chapter will describe the internal and 

external factors of business model change from the seizing perspective. Finally, this 

chapter will define the dynamically capable business model change in view of 

seizing. 

Business model change process 

Both cases were started with a new opportunity. In both cases, the opportunity was 

first evaluated through the business model. The development of new business 

model design was improving the visualization of all activities that are needed to 

exploit enhanced business opportunity. In both cases, the development of new 

business model design was deemed important in a few aspects:  

1. The final design of the business model was aimed at improving the internal and 

external communication. Internal communication was extremely important, 

especially for case Delta, where top management was not participating in 

business opportunity evaluation, but it had the decision making power. Alpha 
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was using the business model design for external communication toward their 

existing customers and sub-contractors. 

2. The business model design shows in a very simple way how the business 

opportunity will be explored. In principle, all the activities of business 

architecture are visible in just one slide. In both cases, the simplistic view of 

business architecture was improving the business understanding of the 

company. Indeed, it is easy to define what a single modification in one business 

element will cause to other elements of business model. 

3. The business model design is easy to understand, and it indicates precisely 

what elements the business has, and what needs to be developed in the future. 

Hence, it gives clear information from a final decision making perspective, and 

from the implementation schedule perspective. In both cases, the final decision 

and implementation schedule was relatively easy to make after the new 

business model design was complete.  

4.  The business model design is assisting the optimization and selection of value 

creation options. During both cases, many business model design options were 

discussed, and final selection was based on the best option at the time.  

After the new business model design was ready, both cases had similar outcomes. 

Both case companies decided to implement the new business model. As the Alpha’s 

existing business model was supporting the new opportunity exploitation, Alpha 

decided to implement all needed business model changes simultaneously. Delta 

was willing to implement their business model changes in a few steps. First, they 

were able to start selling their services and SW for the existing customers of Delta 

and deliver the system through the delivery project. Second, they were planning to 

open a web store where the basic modules of SW are available for the larger 

customer base. In parallel, Delta was willing to study the enhanced business model 

through the customer pilot project. 

Internal factors of business model change 

Both organizations had top management commitment to change their existing 

business model. In the case of Alpha, all decisions were made in workshops, but 

the team of Delta’s business unit required a top management decision for all major 

changes outside of the scope of selling more to existing customers of Delta. Indeed, 

the leader of Delta’s business model change had limited decision making power.  
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The company culture of Delta supported the business of consultancy services 

better than the product business. Due to a product-based business idea of the 

business owner, the company culture was not supporting every decision that 

business line management of Delta was motivated to make. Alpha was very flexible 

in their business decisions, and they were able to select a business opportunity 

outside their existing industry segment. This also reflects the strategy of these 

companies. In growth, Delta was more focused on the consultancy business and 

their existing customers, but Alpha had quite a flexible strategy concerning their 

business growth. During research, Delta was changing (between seizing D3-4) the 

company strategy and organization, and a new strategy and organization seemed to 

better support the goals of this specific business unit.  

According to the information gathered through field study, this study found 

three new internal factors for business model change. First, knowledge of internal 

organizations and company structure improves the validation and selection of 

business model design, especially in a large organization. Second, testing of a 

parallel business model is labor-consuming, and it is a difficult activity with 

existing resources that are allocated into the main business of company. Third, even 

a small change to the existing business model may require big sacrifices for the 

existing business. At this point in time, existing literature did not provide any 

evidence or supportive research for the internal factor. Similar to sensing, also this 

study found that the usage of external facilitators improves the validation and 

selection of business model design in large organizations.  

External factors of business model change 

During the opportunity evaluation, both companies were focusing on business 

model scalability. Due to Delta’s focus on service-oriented business, its new 

business unit was forced to limit its business model design that was not fully 

scalable. In principle, the opportunity was limited to selling just to their existing 

customers. Instead, Alpha was able to use their existing business model almost fully 

to support other industry customers. Indeed, their business model was very scalable.   

Both companies had Internet-based services, and they aligned especially their 

customers to their ecosystem. In addition to that, Alpha was also using partners and 

other suppliers in their ecosystem. Gamma’s business line was using Delta’s other 

business units and support functions in their ecosystem. For instance, they were 

willing to sell products for their existing customers in other business units. 
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The business model change 

The business model process for seizing seemed much the same in these two case 

companies. The main difference was that Alpha had an existing business model, 

but Delta had no existing business model inside an established business unit. Delta 

had existing business models in their other business units, and those were 

supporting this new business model design. Alpha got the opportunity from a 

potential customer, but Delta found the opportunity from inside the company. The 

business model options of Delta were limited, and the decision of final business 

model design was different from their implemented business model. But due to the 

existing customer base and support functions of Delta, the new business unit of 

Delta was able to implement the selected business model easily. Also, Alpha was 

able to modify their existing business model easily to support new industry demand, 

and fast implementation of the business model. Figure 27 presents the business 

model change from the seizing perspective. In this view, the target business model 

is developed for the internal and external opportunities. The business models are 

evaluated against the internal and external variables, and also against the existing 

business model (if any). From these analyses, the best business model is selected 

to be a goal for the future business, and then implemented. During the 

implementation, other business model options are analyzed further, and those can 

be goals for future business. 

 

Fig. 27. Business model change – view of seizing. 
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7.5.3 Cross-case analysis of transforming and managing threats 

This chapter will first explain the business model change process of Alpha and Beta 

from the transforming and managing threats perspective. Then this chapter will 

describe the internal and external factors of business model change from 

transforming and managing threats perspective. Finally, this chapter will define the 

dynamically capable business model change in view of transforming and managing 

threats. 

Business model change process 

Both cases were started with the opportunity to improve the business performance 

of the company. Beta was concerned about the threats that were rising from their 

global competitors. In both cases, the opportunity/risk was first analyzed through 

the business model analyses. The development of new business model design was 

improving the visualization of all activities that are needed to exploit the enhanced 

business opportunity. In both cases, the development of the new business model 

design was deemed important in a few aspects:  

1. The final design of the business model will improve internal and external 

communication. Internal communication was extremely important, especially 

for case Beta, where top management was not participating in the business 

opportunity evaluation, but it had the decision making power. Alpha was using 

the business model design for external communication toward their existing 

customers and sub-contractors. 

2. The business model design shows in a very simple way how the business 

opportunity will be explored. In principle, all the activities of the business 

architecture are visible in just one slide. In both cases, the simplistic view of 

business architecture was improving the business understanding of the 

company. Indeed, it is easy to define what a single modification in one business 

element will cause to other elements of the business model. 

3. The business model design is easy to understand, and it indicates precisely 

what elements the business has, and what needs to be developed in the future. 

Business model design gives clear information from a final decision making 

perspective, and from an implementation schedule perspective. In both cases, 

the final decision and implementation schedule was relatively easy to make 

after the new business model design was complete.  
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4.  The business model design is assisting the optimization and selection of value 

creation options. In both cases, many business model design options were 

discussed, and final selection was based on the best option at the time.  

After business model design, both cases had similar outcomes. Both case 

companies decided to implement a new business model. Alpha decided to 

implement all business model changes as one target, but Beta was willing to 

implement their business model changes in three steps. During the business model 

implementation of Alpha, they realized that a new business model design was 

needed to better support the scalability of the business model. In principle, both 

case companies had iterative steps in the implementation phase of the business 

model. 

Internal factors of business model change 

Both case companies were reacting to the opportunity to improve their business 

through cloud computing, and both organizations had top management 

commitment to change their existing business model. In the case of Alpha, all 

decisions were made in workshops, but Beta’s business development team required 

a top management decision for all major changes.  

Both case companies were supporting the business model change, and thus 

company culture seemed relatively open to new ideas and opportunities. Both 

companies had nominated a leader for the business model change. In Beta, the 

nominated leader got an even bigger role within the company; he was nominated 

as a director that would focus on all cloud activities of Beta. From the strategic 

agility perspective, Beta’s strategy was supporting the selected business model. But 

at the same time, Beta’s strategy was limiting the schedule of implementation, 

because Beta was required to manage all activities internally. The growth and 

internationalization strategy of Alpha was supporting totally their business model 

change. 

According to the information gathered through field study, this study found 

new internal factors for business model change. The development of a business 

model roadmap improves the business model implementation in the case of radical 

business model change. Similar to sensing and seizing, according to the 

information gathered through field study, this study found the same internal factors 

for business model change. The usage of an external facilitator improves the 

validation and selection of business model design in large organizations.  
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External factors of business model change 

During the opportunity evaluation, both companies were focusing on business 

model scalability. Due to the required trust and reliability level of Beta’s services, 

its business unit was forced to select the business model design that was not fully 

scalable. In principle, these system-specific requirements were more business-

critical for Beta. Alpha was really using their new business model design to attract 

their existing venture capitalist. From the value combining perspective, Alpha was 

using multiple co-partners in their business model. Beta had no outside co-partners 

within their value creation.  

The innovation network within the case study shows that both companies were 

utilizing their potential customers as an innovation network. Both companies had 

Internet-based services, and thus they were especially aligned to the customers in 

their ecosystem. Additionally, Alpha used partners and other suppliers in their 

ecosystem. 

The business model change 

In both case studies, the business model process for transforming opportunities and 

managing threats seemed similar. The only difference was that Beta was willing to 

implement their business model in three steps, and Alpha in one step. Figure 28 

presents the business model change from the transforming perspective. In this view, 

the target business model is developed for the internal and external opportunities. 

The business models are evaluated against the internal and external variables, and 

also against the existing business model. From these analyses, the best business 

model is selected to be a goal for the future business, and then implemented. And 

thus, the implementation phase is constantly changing the existing business model. 

This existing business model is evaluated continuously against the targeted 

business model and against the internal and external factors. 
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Fig. 28. Business model change – view of transforming and managing threats. 

7.5.4 Summary of business model change as a dynamic capability 

The empirical data strongly emphasizes business model design formation during 

the entire change process and describes existing business model design utilization 

in the new/modified goals and goal formulation phase as an income of the 

formation process. The empirical data also emphasizes the outcomes for 

new/modified goals and goal formulation phases. In the new/modified goal phase, 

the outcome is the optional business models to exploit the emergent opportunity. 

And in the goal formulation phase, the outcome is the targeted business model to 

exploit the selected opportunity.  In a few cases, the case company was creating 

more than a single targeted business model. The reason is that the company was 

committed just to incremental change, but they were willing to hold other targeted 

business models for their future. One case company shows that it is even possible 

to define an implementation plan for the future businesses by various targeted 

business models. The empirical data strongly emphasizes that a targeted business 

model works as a target or goal for the implementation of the new business model. 

And the result of the implementation phase is the same as the existing business 

model. Even needed changes are done incrementally; the changed business model 

is always the existing business model in that specific time. 

Dynamic capability utilization is considered an outcome of business model 

change during the change process. The empirical data indicates that the business 

model change process always starts with a new opportunity or threat. The data does 

not show any specific source for opportunities nor threats, but it shows that all 
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companies were able to locate new opportunities and threats. Some opportunities 

were located inside the company, and some were found outside of the company. 

Similarly, some threats were located outside and some inside of the company. The 

analysis shows that appropriate utilization of business model analysis can support 

the evaluation of opportunities and threats. These analyzed results will present the 

business model options and targeted business models that are developed to exploit 

an emergent opportunity or for reducing the risk of emergent threats. The empirical 

data show that internal and external factors are important for the business model 

analysis. Also, the existing business model has an important role in the business 

model analysis conducted for the emergent opportunity or threats. The existing 

business model works as the baseline for the planned business model change. With 

the existing business model, the analysis presents the gap between business model 

options and the existing business model. This raises the issue of size and its relation 

to business model change. 

The empirical data indicates that the internal and external factors are different 

between start-ups and enterprises for business model change. Most of the case start-

ups needed extra resources (labor and finance) for implementing their business 

models. However, for the enterprises that were in good resource situations, the 

purpose of business model change was to sell more for their existing customers. 

The enterprise was motivated to change the business model mainly based on their 

existing customer base, ecosystem, and their own abilities in marketing and sales. 

The start-ups were motivated to change their business model mainly based on 

business model scalability and large customer potential. Since the goals and 

motivations for business model change are company-specific, based on the 

empirical results, several factors are important in business model change. 

The analysis shows that appropriate utilization of the Internet, such as cloud 

services, and Google and Apple stores, do not just connect a company to its vendors 

and customers, but also help with the process of business model change, leading to 

an increase in scalability and internationalization of the business model. The 

analysis also shows that start-ups have more freedom to change their ecosystem 

toward a new customer segment or even industry. In principle, start-ups prefer to 

utilize Internet services that are offered by large multinational vendors such as 

Google and Apple. According to the information gathered through field study, the 

start-up is able to preliminarily judge whether the international Internet service 

provider is the desired company with which to collaborate. The enterprise relies 

more on its existing ecosystem, and thus is willing to use the existing ecosystem as 

a competitive advantage. According to the information gathered through field study, 
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the business units within enterprises have no freedom to judge whether the 

international Internet service provider is the desired company with which to 

collaborate. Thus, the business unit has no responsibility for the entire business 

model, but some elements are handled by other units of the company. Indeed, every 

business model design decision that concerned changes to the existing ecosystem 

seemed to require a top management commitment and final decision. 

As indicated by the data, the commitment of top management to make business 

model change is one of the most important internal factors for the business model 

change. The final approval of top management can either diminish or endorse the 

selected business model options; therefore, top management has an important role 

in the business model change process. Based on the empirical findings grounded in 

the case study data, the development work on a business model in a start-up is 

mainly done by the top management, and thus the commitment is high. In the 

enterprises, the business model options and targeted business models typically 

require an approval from the company’s top management. In principle, the business 

owners in enterprises do not have total responsibility for their own businesses, and 

thus they have limited power to select the business model for exploitation of the 

emergent opportunity. Hence, the internal factors are company-specific. 

The resources are other important internal factors, especially for start-ups that 

have only one operational business and thus a single existing business model. Since 

resources are limited in a start-up, it has difficulty either establishing a new business 

model to explore the emergent opportunity, or changing an existing business model 

to support two kinds of businesses. As indicated by the data, the resources limit the 

start-up’s business model options, but they were willing to develop the business 

model to raise the interest of potential investors. This indicates that the business 

model change process also consists of a path for new business models that are 

supposed to be implemented in parallel to existing business model. These parallel 

business models are more evident in the data of enterprises. As indicated by the 

data, in enterprises, the business models are developed in the business line or 

business unit level. Therefore, some parts of the business model belong in other 

functions of the enterprise. From a resource perspective, the enterprise can easily 

utilize the resource that exists inside the company. Instead, the start-up has to 

establish new activities from scratch, and they can do that either by themselves or 

through the business network. Hence, the business model can be specific to a 

company, business unit, or even business line. Indeed, a business model can consist 

of elements that belong to other business units of the parent company or an outside 

company.  
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To summarize, the empirical insights indicate that the core of a dynamically 

capable process for business model change is accomplished through three clusters 

of dynamic capability. Clusters purposely formed create three individual sets of 

activities in which companies contribute to business model change activities. The 

opportunities and threats are evaluated against the existing business model, and 

internal and external factors. As a result, these outcomes become optional business 

models for the organization. If an organization has enough interest in the optional 

business model, it can continue to the seizing phase, which analyses the existing 

business model at a deeper level, and internal and external factors, thus creating the 

targeted business models. The targeted business model can be a totally new 

business model or a business model that changes the existing business model. As a 

result, the targeted business model guides the implementation of the business model 

in the seizing phase. The empirical insights also suggest that an organization can 

have one or multiple targeted business models, and the targeted business model 

always sets the goal for the new business. If an organization has more than one 

targeted business model, all business model targets trigger the transforming and 

managing threats phase. Also, new opportunities and threats affecting the existing 

business model trigger the phase of transforming and managing threats. 
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“The field of strategic management has been stranded for some time with a frame 

work that implicitly assumes that industry structure (and product market share), 

mediated by enterprise behavior, determines enterprise performance”.  

- Teece, 2007: 1324 
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8 Discussion and conclusions 

This study has introduced dynamic capability as a means through which to view 

the process of business model change. It further explores the factors affecting the 

formation of new business models and the process of business models for business 

change. This final chapter provides an evidence-based discussion of the findings 

and results related to the influential factors affecting business model formation and 

utilization, and its importance to successful business change. Chapter 8.1 discusses 

the overview of theoretical findings, chapter 8.2 discusses the overview of 

managerial implications, and finally chapter 8.3 provides the conclusion of this 

research. 

8.1 Overview of theoretical findings 

The empirical findings are in line with the definition of business model detailed in 

the literature review as being business architecture, a unit of analysis, and designed 

to maximize the business opportunity. The first chapter discusses the theoretical 

contributions. The second chapter continues with answering the main research 

question defined earlier, and provides dynamic capability as a view into the change 

process of the business model. Finally, the chapter ends with a discussion of the 

limitations of this study in the third chapter, and suggestions for future research 

directions in the fourth chapter. 

In this research, the business model is opportunity-centric, and companies will 

explore and exploit their opportunities to offer value in their business. The static 

view of the business model presents the structure of any business, meaning a 

company can have many business models. The strategic view of the business model 

describes the activities of the business, and these activities can be made inside or 

outside the business-specific organization. In large organizations, some outside 

organization activities can also be carried out inside other business lines or support 

functions of the parent company. Every internal and external organization 

involvement is needed for successful exploitation of the opportunity; this 

ecosystem view of the business model is important for all businesses. Also, 

business model change has two viewpoints. One is a static view that defines a 

business model from the life cycle theory perspective where business model change 

always creates a new structure for the business model. The constructive view 

presents business model change from the strategic action perspective with four 

process phases involved in business model change. In this view, the activities of the 
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business model are first planned and then changed during the business model 

change process. The dynamic capability can be disaggregated into activities of 

sensing, seizing, and transforming and managing threats. The activities of sensing 

and seizing are about figuring out the next opportunity and how to exploit it with 

the business model. The exploitation of opportunity can be accomplished either by 

changing the existing business model or with a new business model. The 

transforming and managing threats activity is about aligning the business model 

against emerging business opportunities and threats. The organization needs these 

activities to be simultaneously developed and applied to build and maintain its 

competitive advantage. The business model change as a dynamic capability is 

developed and maintained by simultaneously making all three activities of dynamic 

capability (i.e. sensing, seizing, transforming and managing threats). These 

activities consist of different phases of the business model change process (i.e. 

evaluation, modified goals, goal formulation, implementation) together with 

internal and external factors. These factors are company-specific and those may 

vary between start-ups and enterprises. Both factors may limit or enable the 

business model change, and those can be seen as micro foundations of dynamic 

capability. The order of business model change process phases is not predetermined; 

more than one phase may run in parallel, and some phases may occur more than 

once. 

8.1.1 Theoretical contributions 

Even if the concept of dynamic capabilities has been prevalent in the strategic 

management literature for a long time, only a few empirical studies have been 

completed, and thus there are very few descriptions of how companies can 

implement and maintain dynamic capabilities in practice (Petit & Hobbs 2010). 

However, strong dynamic capabilities may enable the creation and implementation 

of effective business models (Teece 2017: 9). Indeed, this research has the potential 

to contribute to the development of a theory of dynamic capabilities. This study 

constructs a theoretical posteriori model, shown in figure 29 that is based on an a 

priori model (Figure 15) and the empirical insights shown in chapter 7. A posteriori 

model illustrates the theoretical model of the business model change process as a 

dynamic capability. In this model, the evaluation phase of business model change 

consists of analysis of an existing business model, internal factors, and external 

factors, and this phase defines new opportunities and threats for the specific 

organization (i.e. product unit, business unit, company). The existing business 
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model, internal factor, or external factor may represent a source of new opportunity 

or threat, but also internal and external opportunities outside the business model 

change process may represent new opportunities. The modified goals phase of 

business model change consists of analysis of an existing business model, internal 

factors, and external factors, and it creates the business model options for the 

organization. The goal formulation phase of the business model consists of analyses 

of the existing business model, internal factors, and external factors, and it creates 

the business model targets for the organization. In this phase, some of the business 

model targets (especially when radical changes are needed to the existing business 

model) may require a totally new business model and thus business model 

implementation. Similar to all other phases, the implementation phase of business 

model change consists of analyses of the existing business model, internal factors, 

and external factors. The implementation phase of business model change creates 

an existing business model of the organization. The construct of a posteriori model 

is based on the sensing, seizing, and transforming and managing threats view, and 

thus a responsible organization (e.g. product unit, business unit, top management) 

can focus continuously on more than a single phase (i.e. evaluation, modified goals, 

goal formulation, and implementation) of business model change. A posteriori 

model proposes that a dynamic capability of business model change occurs by 

removing limits on the order or direction of these four business model change 

phases. 
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Fig. 29. A posteriori model - business model change as dynamic capability. 

The sensing activity demands that the organization continuously develops the 

business model options for new opportunities and threats. The seizing activity 

demands that organizations will continuously develop the targeted business 

models, and then implement those either by replacement of the existing business 

model, or by adding a new business model. The managing threats and transforming 

activity requires an organization to continuously evaluate the existing business 

model, and start changing the existing business model when the change is necessary 

or preferred by the organization. Based on the sensing case study, dynamically 

capable business model change may not even require all specific phases of business 

model change. For instance, when an organization finds a new opportunity, it can 

create immediately a targeted business model, and decide when and how (either by 

new business model or by change of existing business model) to implement it. 

Based on the transforming case study, an organization can create more than a single 

targeted business model, and implement those one by one. In this case, the existing 

business model is always the actual or revised business model that they are using 

for conducting its business. And thus, this a posteriori model proposes that 
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organizations are expected to evaluate this existing business model against 

company-specific internal and external factors, and against the emergent 

opportunities and threats. And again, these evaluated threats and opportunities may 

present new business model options or business model targets for the organization. 

Hence, this is a continuous process, and by utilizing it, the organization can remain 

more profitable and successful in a challenging business environment. This model 

may also offer a competitive advantage over the long term. 

When a software vendor develops a new product and/or services, management 

is expected to evaluate how these changes are impacting the business model (Ojala 

& Tyrväinen 2011: 7) and many transformation projects will fail because of people 

rather than a technology (Bridgeland & Zahavi 2008: 25). In every case study, 

people involved in the business model development were recognizing that the 

selections they make help define their targeted business model. And thus, they 

noticed the importance of choices they make during the business change. This 

research indicates that people were not always able to make favorable decisions 

because company-specific internal and external factors were limiting the selection 

of business model options. The reason was that some of the strategic choices had 

been made before the actual business model development. These choices were 

made by the top management of the company. Indeed, the people’s choices seemed 

important in two different ways: the choices at the corporate level such as strategy, 

and the choices at the business level like pricing models. 

The business model represents a framework for constructing the business in 

the early stages of a venture and for conducting predictive, what-if scenario analysis 

(Morris et al. 2005:733). This case study suggests that the business model 

represents a framework for constructing a business for companies, business units, 

and business lines. It also suggests that the business model is not a framework for 

early stages of a venture, but the business model framework also works for later 

stages of a venture when the business model requires a change. The business model 

framework in this research was utilized in what-if analysis, and the outcome of the 

analysis was used not just in “what if” but also in “to be” analysis. In the two case 

studies, the analysis resulted in more than one targeted business model, and those 

additional business models were viewed as promising future “to be” business 

models.  

Some business model changes impact only a few business model elements, but 

some can impact almost every element of the business model (Kindström & 

Kowalkowski 2014). This research indicates that sometimes changing the business 

model can impact just one business model element, and sometimes almost all 
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business model elements. But the results also indicate that if the business model 

change is large, companies may prefer to make a needed change in many steps. In 

practice, they do not try to change all elements in parallel, but in a sequence. Hence, 

companies will not harm and risk their existing business model and thus their 

existing business. This is partially in contradiction with the findings of Heikkilä et 

al. (2016: 581) whom claim that SMEs’ typically change their business model 

elements sequentially, but larger businesses prefer to change their business model 

elements simultaneously. Results also indicate that when business model change 

impacts too many elements, companies can create new business models in parallel 

to the existing business model. The main reason seemed to be that a new business 

model requires too many activities, skills, and competencies that organizations do 

not have in their existing business model. Indeed, companies often decide to have 

both an existing and a totally new business model that focuses on exploitation of a 

new business opportunity.  

The change in the global economy offers new opportunities and new challenges 

for companies (Gammeltoft et al. 2012), and often new companies are able to adapt 

to and compete in this new and dynamic environment (Autio et al. 2000: 919). An 

Internet-based start-up is believed to be quite suitable for understanding and 

exploring business model innovation (Stampfl et al. 2013). Therefore, many 

industry disruptions have been triggered by successful Internet start-ups and a 

majority of disruptive business model innovations are introduced by industry 

newcomers (Markides 2006). This research suggests that start-ups are open to 

various new business model options for exploitation of their emergent business 

opportunity, but they often lack resources, limiting the implementation of the 

business model. An enterprise may have enough resources, but the organization is 

often forced to limit its business model options toward the scope of its existing 

businesses, strategy, and ecosystems. Due to the full commitment of top 

management in many start-ups, start-ups are often more flexible and fast in their 

business model change process, but the organizational structure of enterprises often 

limits the decision making power, flexibility, and speed of the business model 

change process.  

“Due to the pre-existence of the organization, and of its structure, products, 

technology and customers, the processes involved in defining and implementing a 

new business model may differ from those in a new venture” (Demil & Lecocg 2015: 

2). The process of business model change seemed similar between start-ups and 

enterprises, but results indicate that internal and external factors were different 

between the companies. Also, the existing business model had a central role in 
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situations where companies decided their business model options and targeted 

business models. Similarly, Heikkilä et al. (2016) have noticed the importance of 

existing business model in the situation of business model change. Comparisons 

between the existing business model and the optional business model improved the 

visualization and recognition of non-existing capabilities and activities inside 

existing businesses, and thus the size of business model change was easier to 

evaluate. Similarly, Teece (2017: 9) witness that the understanding of the existing 

business model is needed for all good business models. Here, the start-up was more 

flexible for radical change than an enterprise that was focused more on their 

existing customers and ecosystem. All of the case companies recognized that an 

external facilitator helps the business model change process, especially in the 

development and planning phase. Bouwman, Heikkilä, Heikkilä, de Reuver and 

Madian (2017) witness that SME’s are often dependent on consultants when 

changing their business model. This was visible especially in the enterprises where 

the business model development team consisted of people outside the typical 

business management team. The external facilitator was often able to improve the 

cooperation between different functions of businesses, and this was recognized 

even inside the management team as an external facilitator involved all people 

rather than only business leaders in the discussion. 

Table 13 summarizes the original internal change factors and external change 

factors (tables 5, 6), findings (chapter 7), and new literature findings that have been 

found during this research process. These factors can be seen as micro foundations 

of dynamic capability in the process of business model change. 

 The Internal and External business model change factors 

Author Key themes 

Origin  

Timmers (1998) Relationship within the innovation network is important. Focus from internal 

value creation activities towards value through external activities. 

Wielemaker, Elfring 

& Volberda (2000) 

Top-management commitment. 

Hambrick & Canella 

(2004); Sirmon & 

Hitt (2009) 

Strategic fit requires continuous goal alignment with environmental changes. 

Amit & Zott (2001), 

Rappa (2001), 

Bouwman & 

MacInnes (2006) 

Scalability is fundamental factor for business model design. 
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Author Key themes 

Su et al. (2001) Focus to scalability of business model and technology. 

Paull et al. (2003) Scalability is important to reach venture capital investor attention. 

Ellonen et al. (2009) Business model change demand resources. 

Teece (2009); 

Chesbrough (2010) 

Enough decision making power to change the business model. 

Zott & Amit (2010) Every management choice involves fundamentally different business model. 

Future’s thinking is needed in business model change. 

Al-Debei & Avison 

(2010) 

Company strategy is aligned with business model change. 

Chesbrough (2010) Development of capability for business model innovation. Identified internal 

leaders for business model change. Need processes & tools that support the 

business model change. 

Chesbrough (2010) Organizational culture that supports business model change. 

Doz & Kosonen 

(2010) 

Strategic agility enables business model change. 

Giesen et al. (2010) Alignment with partners, suppliers, and customers is important. 

Sosna, Trevinyo-

Rodriguez & 

Velamuri (2010) 

Continuous business model innovation. 

Smith, Binns & 

Tushman (2010) 

Leaders have enough skills and competences that support proper business 

model change.  

 Executives that have learning behavior and skills.  

Teece (2010) Iterative processes that support ongoing business model change. Business 

model has to be “differentiated, effective, and efficient”. 

Ojala & Tyrväinen 

(2011) 

Reduce threat of competition by business model that benefits all partners. 

Sakellaridis & 

Stiakakis (2011) 

Integrated Information Technology in business processes. 

Zott & Amit (2010); 

Björkdahl & Holmén 

(2013) 

Ecosystem is important for business model success. 

 

Jiebing, Bin & 

Yongjiang (2013) 

Utilization of Internet Technology (IT) to enhance communication and value Co-

creation with customers. Utilization of Internet Technology to capture value. 

Build ability to proactively manage and utilize customer knowledge. 

Stampfl, Prügl & 

Osterloh (2013) 

Scalability by value combining with co-partners or franchising. Scalability is 

important element in business model innovation and during economic 

disruption. Scalability attracts venture capital investor. 

Leih. Linden & 

Teece (2014) 

Proper organizational structure and control. Company culture to support 

business model change. 
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Author Key themes 

Own findings  

Juntunen (2017) Selection of team members for business model development is important. 

Knowledge of internal organizations and company structure is important. 

Knowledge of external resources is important. Business model roadmap 

improves the business model implementation. New business model testing is 

hard activity with existing resources working on main business. Small business 

model change may need sacrifices to existing business model. External 

facilitator can improve the business modelling work. 

New literature  

Osterwalder et al. 

(2005) 

Strong management and implementation skills. 

Bridgeland & Zahavi 

(2008) 

Business model change always involves people. 

McGrath (2010) Usage of business model improves a decision making. 

Wirtz et al. (2010) Internet evolution is able to result in many ideas for business model innovation. 

Hacklin & Wallnöfer 

(2012) 

Technical use of business model concept needs to be clear at the beginning of 

business model change process. 

Ahokangas et al. 

(2014) 

Cloud technology is an enabler for the scalability of business model. 

According to the information gathered through field study, this study found seven 

new internal factors for business model change in Internet based businesses. First, 

the proper selection of team members for business model development will 

improve the validation and selection of business model design. For instance, Van 

de Ven and Sun (2011) suggest that a teleological process often fails because only 

a minority of participants will recognize the need for change. Also, Wiersema and 

Bantel (1992:1) point out that the ability of an organization to anticipate and 

respond to opportunities or pressures for change is one of the most important ways 

in which its competitiveness and viability are ensured.  Second, the knowledge of 

internal organizations and company structure improves the validation and selection 

of business model design in large organizations. Similarly, Teece (2007: 1345) 

explains that dynamic capability is company-specific and it requires intimate 

knowledge of the company and the ecosystem in which the enterprise cooperates 

and competes. Third, the knowledge of external resources improves the validation 

of business model design. Similarly, Weick and Quinn (1999) suggest that 

understanding of organizational change demands an understanding of 

organizational interdependencies. From the dynamic capability perspective, 

Eriksson et al. (2014) suggest that managers will benefit from insights about their 
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interface competencies. Fourth, the development of a business model roadmap 

improves the business model implementation in the case of radical business model 

change. Similarly, by empirical analysis of the video-game industry, Goumagias et 

al. (2016) describes the business model as a strategic roadmap for managers to 

navigate through alternatives for entrepreneurial and growth purposes. Also, Toro-

Jarrín, Ponce-Jaramillo, and Güemes-Castorena (2016) discuss the business model 

in the context of a technological roadmap. Also, Giesen, Berman, Bell and Bliz 

(2007) have defined questions to develop a roadmap for effective business model 

change. These questions can help to determine the areas where a company excels 

and areas to focus efforts to drive a company’s future business model change. Some 

see strategy as a plan that relates to choices about paths or courses of action, much 

like a directional roadmap (Shafer et al. 2005). Fifth, testing of a parallel business 

model is labor-consuming, and it is a difficult activity with existing resources that 

are allocated into the main business of the company. From the same perspective, 

Chesbrough (2010: 361) suggests that the business model will require testing 

aspects of interactions between operations, engineering, marketing, sales and 

finance. Sixth, even a small change to an existing business model may require big 

sacrifices for the existing business model. Similarly, Teece (2017: 9) discusses that 

the introduction of a new business model into existing organization is always 

difficult. Seventh, an external facilitator improved the development and planning 

phase of business models, especially in large organizations. Similarly, Van deVen 

and Sun (2011) discuss that teleological change processes also break down when 

there is a lack of consensus on plans or goals among organizational participants. 

Though many additional internal factors were found, this study was not able to 

find any new external factors. The reason is that a main focus of this research is on 

business model change from the process perspective, and thus it examines how the 

business model change is done inside the company. Additional studies could define 

more deeply the root cause for every business model change, and thus identify what 

environmental changes are triggering the business model change.  

8.1.2 Answers to the research question 

The objective of the study was to understand the dynamic capability of business 

model change in Internet-based businesses. The study has answered the research 

question: how can business model change be understood as a dynamic capability? 

This research focuses on the interaction between dynamic capability and 

business model change.  The results of this study suggest that business model 
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change can be described through three dynamic capability clusters, i.e., sensing, 

seizing and transforming.  Moreover, this study indicates that companies use the 

three defined dynamic capability clusters in their business development activities. 

The selected dynamic capability lens enabled us to go deeper into the subject of 

business model change and contribute to existing literature of business model 

change due to Four reasons. (1) The selected view of dynamic capability clusters 

together with opportunity based business model unfolds three sets of activities 

(phases) involved in the process of business model change. The first phase relates 

to new opportunities that are explored through an existing business model. The 

second phase relates to a situation where opportunities are exploited through new 

or changed business model. The third phase relates to a situation where an existing 

business model needs to be changed. (2) In addition, the selected lens shows us that 

business model change is not a straightforward process as change processes vary 

and may require multiple iterations. (3) The selected view also indicates that the 

purpose of business model concept may vary during the process of business model 

change. Indeed, Business model concept can be regarded as a framework to explore 

opportunities and threats, it can provide business model options for exploiting an 

opportunity, or it can present the target for future business.  (4) The selected view 

of dynamic capability clusters offers valuable knowledge regarding internal and 

external factors (i.e. micro foundations of dynamic capability) needed for business 

model change. Thus, the selected lens enabled us to witness differences in the 

internal and external factors between the three set of activities. 
Every Internet-based business case company has noticed that a fast-changing 

environment can be either an opportunity or a threat. They also have realized that 

the development of new business is not an easy task, and it requires many resources. 

But, the usage of the business model concept has helped these companies work 

faster with their business change. For instance, the business model concept offers 

a broad business view that assists them in assessing faster the upcoming threats and 

opportunities. With the business model concept, the implementation also seems 

faster as the needed future knowledge, ecosystem, and company core competence 

are easier to recognize by the management of the company. The goal for a new 

business is also more concrete with business model visualization than only by 

talking, and thus this increases the speed of business change. 

From the capability perspective, the business model concept presents not only 

an existing capability of a company and ecosystem, but business model analysis 

presents a gap in capability when a business is about to change. In the resource-

based view of dynamic capability, the business model concept presents not only 
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existing resources of a company and ecosystem, but it also indicates the resource 

needs of the future. Through this resource view of dynamic capability, a business 

model concept supports fast evaluation, planning, and implementation toward the 

targeted business and ecosystem. As this view of business models indicates the 

resources that are needed for business operations, the business model can be seen 

more as structure than actions. Sometimes limited resources do not support the 

selection of the best business model because companies do not have all needed 

resources like financials or labor. This was evident in multiple case studies when a 

company had only limited resources to implement a radical business model change 

or to make a new business model to exploit a great opportunity. This situation was 

visible especially in the small companies, but also large organizations seemed to 

lack the resources that were directly appointed for the development of new business.  

The business model concept (figure 8) that was used in this research also 

includes external organizations. It is important to notice that external organizations 

are typically needed to explore the opportunity. This view supports not just the 

resource-based view of dynamic capability, but also the process view of dynamic 

capability. The business model concept offers a quick analysis of the process actors 

and thus the operational processes that are required for the entire business of an 

organization. Sometimes these process actors and operational processes are located 

in the business ecosystem. In large organizations, the external processes and/or 

process actors can be located in some other business functions of the parent 

company. These external processes and actors are expected to be connected into 

business specific processes that connect the actor’s through the established 

ecosystem. Through the process view of dynamic capability, the business model 

concept supports the fast evaluation, planning, and implementation of the targeted 

business and ecosystem. This view of the business model describes the required 

processes and actors to operate a business, and thus the business model perspective 

is action oriented. Hence, sometimes the company’s internal processes and actors 

may limit the business model development for the best opportunity, especially 

when business model change requires radical change. This was evident in couple 

of the case studies, especially when the company size was large and the business 

unit was not in control of all activities required to plan the new business. 

This case study proposes that the internal and external factors of business 

model change affect business model change. Some of the factors are process-

oriented and some are knowledge-oriented, and both can be either limiters or 

enablers for business model change. These factors can be seen as a micro 

foundation of dynamic capability. Based on results, these factors are company-
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specific, and further study and development of these factors may build the dynamic 

capability of a company and enhance competitive advantage. Even further, the 

internal factors seemed to vary a lot between entrepreneurial-based start-up 

companies and large companies, and one factor may evolve differently in different 

phases of business model change. 

The findings of this research are aligned well to existing literature on the 

business model concept. The usage of the business model concept definitely helps 

organizations during business changes. The business model concept offers a 

template to describe a company’s existing and targeted business quickly with a 

single page. This structural view of business model offers a valuable framework to 

explore an emergent opportunity. Also, the strategic view of business model is 

important, especially when a business is about to change. This view offers insights 

on needed activities in the future businesses, and this view helps to formulate new 

goals. These findings are also aligned well to existing literature on business model 

change. The business model change can be difficult for business developers, but 

deeper knowledge on business model concept will support them when the business 

model is about to change. This research also indicates that business model change 

is an ongoing process; the process consists of four phases; and internal and external 

factors are important to business model change. The author’s findings are also 

aligned well to existing literature on dynamic capability. Both the resource-based 

view and process-based view of dynamic capability were involved in business 

model change. The resource-based view is particularly relevant when an existing 

business model requires change. Often, companies do not have all needed resources 

in place, but they need to build these resources either by changing their existing 

resources or by acquiring these resources from an external organization. The 

process-based view was evident through the process of business model change. 

This process will guide the activities of an organization during the business (model) 

change. Also, internal and external factors have elements from resource- and 

process-based views of dynamic capability. The clusters of dynamic capability (i.e. 

sensing, seizing, transforming and managing threats) were easy to connect to the 

strategic view of business model change. In particular, the opportunity-centric 

business model view offers the possibility to use these clusters of dynamic 

capability. In the view of the opportunity-centric business model, new opportunities 

and threats are analyzed constantly against the existing business model, and internal 

and external factors. Then these new opportunities are exploited with new business 

model(s). 
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Often, studies on business model concept examine only one view of the 

business model (e.g. structure, action, strategic, life cycle). This research suggests 

that the business model has no single view, but the purpose of the business model 

evolves based on an organization’s needs during the business model change. Hence, 

the business model concept has huge potential to become more widely explored in 

business literature. In this perspective, this study found out that the business model 

roadmap (i.e. various business model targets that will be implemented in sequence) 

can assist companies during large business changes. Similar to existing literature, 

the findings of this study indicate that business model change is a constant activity. 

But the findings present the process of business model change from a different 

perspective than existing literature. The existing literature discusses similarly the 

four phases of business model change and, according to existing literature, these 

phases have a specific order. Similarly, a posteriori model of business model change 

as a dynamic capability has four phases, but those phases do not have a specific 

order and some business model changes do not even require all four phases. The 

main reasons seemed to be: new opportunities may involve incremental or radical 

change of the business model, organizations may develop more than one targeted 

business model, or organizations immediately find the right business model target. 

The existing literature discusses that internal and external factors are important to 

business model change, but this study finds a new aspect for these factors. These 

factors are enabling or limiting the business model change and therefore these 

factors can be seen as a micro foundation of business model change as a dynamic 

capability. Development of these factors may result in dynamic capability and 

competitive advantage.      

The existing literature on business models explores briefly the business model 

relation to dynamic capability, but academic journals do not include a detailed study 

on how the business model change can offer dynamic capability. A posteriori model 

is a new and fresh framework to present business model change as a dynamic 

capability, and it allows us to study deeply the dynamics of business model change. 

This framework connects in a novel way the internal and external factors in the 

process of business model change and offers a broad view of business model 

change. The existing literature has connected the dynamic capability clusters of 

sensing, seizing, and transforming and managing threats to the opportunity of an 

organization, but it does not show similar frameworks relating to how the business 

model is changed. One challenge might be that every business model change is the 

internal activity of a company and it may involve company secrets. The second 

challenge may relate to the schedule of this kind of field study; deep field study is 
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time-consuming from the researcher perspective because a whole business model 

change may take a long time. The third challenge may be introduced by the 

company-specific business model change; business model changes can be 

incremental or radical and therefore changes may involve different phases of 

business model change. Also, internal and external factors are company-specific, 

and analyzing opportunities against these factors may involve different business 

models. Therefore, some business model options may even require a totally new 

business model in addition to the existing business model. This research connects 

the dynamic capability clusters of sensing, seizing, and transforming and managing 

threats to the business model change of an organization. Indeed, this novel 

framework may prove the importance of this subject, and offer guidance for any 

business model researcher seeking to further study this interesting, but rarely 

studied view of business model change.  

8.1.3 Limitations and assessment of outcomes 

Scientific research should be evaluated on the basis of its objectives, philosophical 

underpinnings, and methodology (Eriksson & Kovalainen 2008). The objective of 

this study was to generate new knowledge and understanding concerning the 

business model change in the context of Internet-based businesses. In this study, 

the three clusters of dynamic capability act as a unit of analysis, qualitative research 

methods were applied, and interpretive perspective adopted. Accordingly, the 

criteria proposed to assess the quality of qualitative research undertaken from the 

interpretive perspective are applied to evaluate this study. 

It has been recognized that a major disadvantage of qualitative research is that 

qualitative research is often difficult to generalize over the larger population (Myers 

2009). Even though the results contribute a posteriori model of business model 

change as dynamic capability, it has been done in the context of Internet-based 

businesses. As this study was conducted on Internet-based businesses, the results 

may not be generalizable to businesses with a different scope and environmental 

contexts. This definitely limits the usage of the results. But the goal of this study 

was to offer a deep knowledge of business model change in the context of Internet-

based businesses, and thus usage of the quantitative method could not offer enough 

depth in this specific research to study business model change (Myers 2009). The 

topic of business model change, and especially the dynamic perspective of business 

model change, is new and this scope supports the selection of the qualitative case 

study method in this research. The method of quantitative research would offer 
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more generic data, and suitable data collection on business model change would 

have been too challenging without a large network of companies with similar 

backgrounds and goals regarding changing their existing business model.  

Reliability and validity are conceptualized as trustworthiness, rigor, and quality 

in qualitative paradigm (Golafshani 2003: 604). In qualitative research, all 

participants are interpreters as they alter their horizons by the appropriation of 

concepts used by IS researchers, consultants, vendors, and other parties interacting 

with them, and they are analysts in so far as their actions are altered by their 

changed horizons (Klein & Myers 1999: 74). This issue may cause weaknesses in 

this study, but the environment of the research was set to be as optimal as possible 

to study the subject of this thesis. First, the research was done in the TEKES 

program where researchers and representatives of companies had an environment 

of open communication due to non-disclosure agreements (NDA) between Oulu 

Business School and every company in this case study. Second, the author of this 

thesis worked as an observer and another research member from Oulu Business 

School was responsible for workshop guidance and orchestration. Third, every case 

study in this research consists of more than a single meeting. Thus, between 

meetings, many actions were done by companies, and activities done between 

meetings were normally discussed in the following meetings. This improves the 

visibility of business model change and reduces the risk of interaction by 

researchers. Fourth, through the TEKES program, a researcher for this study had 

access to all case companies during a whole research project. With this unique 

environment, the author of the thesis had the opportunity to set up new meetings 

whenever they were needed. 

However, the selected research environment may influence both the reliability 

and validity of this study. This is related to the tool used in the data collection. In 

every workshop, Oulu Business School offered a tool for companies’ business 

model conceptualization, and this may influence the findings of this study. The 

main purpose for the selection of the tool for business model conceptualization was 

to plan and/or define all needed activities for company’s existing or new business. 

Therefore, the impact of the tool on the process of business model change at the 

firm level were expected to be minimal. Other influence is related to the role of 

Oulu Business School in orchestrating and guiding the workshops. Even if the 

author of this thesis had only an observer role in the workshops, other Business 

School members had the possibility in the workshops to share valuable knowledge 

of business model usage. thus influencing the collection of data.  
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8.1.4 Suggestions for further research 

This thesis is a teleology change process based research on business model change. 

With the selected dynamically capable view as dynamic capability clusters, it 

contributes a framework for teleology based dynamically capable business model 

change. As another alternative, the research may have been done with a resource 

based view and with life cycle change process theory. With this option, the research 

would study the content and structure of the business model. This research may 

contribute the linkages between different business model elements, if any. With 

these results, the business model change can or cannot become easier. This study 

could definitely explore some other critical issues. For instance, Cavalcante, 

Kesting, and Ulhøi (2011:1332) raise a critical issue on business models that still 

remains: how to achieve the right balance between flexibility and persistence? In 

another perspective, this question may also relate to the scalability of business 

models. 

This study was not focused only on internal and external factors of business 

model change, but it first created a list of internal and external factors, and then 

explored those in the case study. The study also found new factors that seemed 

important for business model change. Finally, this research combines original 

internal and external factors together with found and new literature review factors 

(table 13). This created framework of internal and external factors may offer a new 

research topic for business model change, and thus contribute valuable information 

for academia and practice. The created framework can be utilized in future research, 

especially in research that focuses on studying these factors, for instance, inside an 

entrepreneurial company and/or stock-listed companies. This scope could add some 

important factors to the literature on business model change and its dynamic view. 

Based on this study, some of the internal factors (e.g. strategy, company culture, 

top management commitment) differently affect each phase of business model 

change. Therefore, another option for future research is to focus on some specific 

internal or external factors and study how they affect the business model change in 

different phases of business model change. The research could be either 

quantitative or qualitative with proper access to involved case companies.  

The competitive strategy is about being different by deliberately choosing a 

different set of activities to deliver a unique mix of value (Porter, 1996: 64). As the 

business model presents the architecture of business to create a value, the 

competitive strategy demands a unique business model. Hence, the strategy is 

defining a plan for competitive advantage, and a design of business model presents 
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the implementation plan of competitive strategy. In a posteriori model of business 

model change (figure 29), the strategy is seen as one of the internal factors, but it 

should be analyzed deeper. This further knowledge may enable us to understand 

further a competitive advantage. In another strategy perspective, the strategy is 

environment-centric and business model is opportunity-centric (Bock & George 

2011). What does this mean in a fast-changing environment where the emergent 

opportunities and threats are appearing constantly? Practically, the question could 

ask “does the strategy or business model guide a selection of options for the future 

businesses?” This study suggests that the company strategy and business model are 

connected. Indeed, this study indicates that especially in large organizations, the 

business model options seemed to follow a corporation strategy. But, one case study 

indicates that top management is capable of realizing new businesses through 

utilization of the business model concept, and therefore top management is capable 

of aligning a company-specific strategy against the created business model options. 

Similarly, Seddon and Lewis (2003: 246) discuss that a business model will come 

first; indeed, they suggest that combinations of business models can be used for a 

strategy formulation. Therefore, another strategy-related question could be: “How 

will business model change as a dynamic capability impact the creation of long-

term strategy?” This research could focus on every phase of business model change, 

and study a relationship between strategy and business model. Similar to this 

research, this research could study both start-ups and enterprises.  

8.2 Managerial implications 

This study offers practical implications for three target groups. First, it has 

implications for entrepreneurs who aim to establish a new business or change their 

existing businesses. The second target group is the management team of large 

multinational enterprises, who make important business decisions related to new 

business or business change. Finally, for business developers, this study offers 

insight into the important role they play as referrals in helping companies 

successfully improve the business performance and work toward new business 

challenges and opportunities. This study can help business developers to gain 

awareness of the actions they can take in the future to contribute to a successful 

business change. This chapter provides practical contributions of this study. The 

first chapter discusses the findings related to the business model concept. The 

empirical findings also support the importance of internal and external factors for 

business model change. The second chapter discusses the findings of internal and 
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external factors. The final chapter discusses the findings related to the process for 

business model change. 

8.2.1 Utilization of business model concept 

Fritscher and Pigneur (2010) have defined five different stages of business model 

life cycle in which the business model canvas can be used at different stage of a 

business model life cycle: 1) Mobilize people to generate new business 

opportunities: in this first phase, the business model canvas can help to set a simple 

common language through its nine blocks, links, and layout. 2) Understand the 

current situation: using the above described techniques, the canvas helps to regroup 

the collected information and hints at missing information. 3) Design, extending 

the business model: with the sticky notes and an all-in-one page format, alternatives 

can be identified until a best one emerges. 4) Implement the chosen business model: 

the canvas and techniques like story telling help share the vision and therefore 

facilitate the implementation. 5) Manage the current business model: like strategy 

maps, the canvas could help to monitor the current situation. They also proposed 

that these stages could extend to be used as a reference for implementing 

appropriate solutions in other tools. In this research, the business model wheel 

seemed similar to these five stages: 

In 1st stage and 2nd stage 

The results suggest that utilization of business model concept improves the decision 

making process of business in context of Internet-based businesses, and helps to 

establish new businesses and changing the businesses. The results also suggest that 

business model concept is suitable for small and large organizations in the Internet-

based businesses.  

It is common that a management team discusses various business-related issues 

within management teams, but unfortunately some of the business function owners 

may focus on their own business-specific tasks and performance (i.e. marketing 

and sales, operations, research & development) rather than entire business 

performance. The result of this study suggests that the concept of business model 

endorses cooperation between all needed business functions. The results indicate 

that in large organizations, a business unit does not always have direct control for 

functions like marketing and sales or delivery channel, and control can be even 

more crucial when business model requires a commitment or change from those 
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functions. In minimum, the utilization of business model concept will endorse this 

challenge, and thus the management team awareness about these potential 

challenges. If these business-critical organizations are not active members of 

management team meetings where decisions are made, the usage of business model 

concept will endorse their presence. The usage of business model concept will also 

improve the communication toward top management with company-level decision 

rights. Improved communication may result in enough authority to make 

independent decisions or involve all needed organizations in a decision making 

forum. Indeed, the usage of business model concept improves not only inside 

business unit communication, but also company-level and external communication. 

In 3rd stage 

The results of this study promote that utilization of business model concept 

improves the planning speed of new business development and business change. 

Since business model concept endorses the visualization of business, the structured 

layout will provide a clear and proper structure for discussion. In principle, this 

means that business model structure leads the meeting agenda so that whole 

business architecture will be discussed in intervals. For instance, first the customer-

building block offers open discussion about target customers for entire 

management team, then management team can discuss, for instance, value 

propositions, customer segments, and delivery channels. Without a structure 

offered by business model concept, it is difficult to remember what business part 

has been already discussed and what needs more discussion. On the other hand, 

results also show that results are even better when an outsider leads the discussion; 

this is even more evident when new businesses are developed. One of the reasons 

might be that some internal leaders have more authority than others. Authority can 

be a personal attribute or organizational role that he/she has.  Indeed, outsider may 

offer equal authority for all members regardless of their human nature or 

organizational role.   

In 4th stage 

As business model presents the architecture of business, the concepts of business 

model can show the entire business in one template. When a company decides or 

is forced to change some element of their business, this is typically causing an 

impact to other business element(s). By using the concepts of business model, these 
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impacted elements are easier to observe. For instance, the usage of cloud service 

requires more than new technology for mode of delivery. The results that are made 

with a business wheel are indicating that sometimes impacted elements may exist 

outside of specific business unit. Some of the business model elements may belong 

either to outside companies or other units (i.e. internal organization) or to some 

business partner (i.e. external organization). Therefore, some of the needed 

activities can be done by organization that is not always present in the business 

development phase, but even business architecture needs those functions, but the 

business development team may forget to involve them. Indeed, the business model 

wheel does show this demand more specifically than a business model canvas. 

In 5th stage 

Finally, the results of this study indicate that outcome of the business model concept 

will not promote only a business goal, but also assists the implementation of a new 

business. The formed business model works as the goal in situation of new business 

and business change. The business model concept indicates the required business 

architecture at the beginning of development process and thus organizations can 

see precisely what they have and what they need. By this view, organizations can 

study what the business implementation will require and they can even create the 

proper schedule for planned implementation. Results are also indicating that 

business model change can be incremental or radical, and company can plan 

activities according to the gap between existing capabilities and resources, and 

demand. Especially radical change may require many business model iterations 

before the final goal can be reached.   

Figure 30 describes how the business model analysis can assist the companies 

to form a new business.  
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Fig. 30. Business model analysis – switch today’s plan for the goal of future. 

Similar to Osterwalder et al. (2005) (figure 13) at T0, the business model analysis 

will create a plan for the future business model for new business aimed at T future. 

The future business model guides the business change and implementation toward 

new business, where new business can be either complementary or replacement for 

today’s business. Hence, the future business model becomes a goal for either 

transformed business, or new business in parallel to today’s business. With case 

study results, the new business can be implemented also in steps especially when 

business change is big and long lasting. Again, these business change steps can be 

planned and implemented by future business models that guide the business change. 

In this case, the final future business model is a goal for future, but company will 

move to final business with incremental steps and thus limited business models. 

8.2.2 Internal and external factors 

Business model analyses create the context of new business model options and 

business model targets for viewing internal and external factors, and existing 

business model. Company-specific internal and external factors are important for 
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the formation of business model and in any case, the business development teams 

should study their own factors in order to build dynamic capability and to secure 

the success of their business model change. 

New business model can emerge only when the technology, resources, and all 

business model elements meet the criteria of the company’s top management. 

Internal factors emerging from the data have been found to be extremely important 

in the business model change process, as the internal factors are related to company 

internal issues such as strategy, governance model, and top management 

commitment. Similarly, the external factors emerging from the data have been 

found to be extremely important in the business model change process, as the 

external factors are related to environmental issues such as scalability and 

ecosystem. The internal and external factor results in this study suggest that start-

ups are facing different challenges compared to enterprises with multiple business 

unit. 

From internal factor perspective, the main difference between start-up and 

enterprise was related to decision making power, resources, and company strategy. 

In a start-up, the decisions are easier to make as all important persons are typically 

involved in business model change, and for decision making. In enterprises, top 

management is not always present, but some big decisions may require their 

commitment and final approval. Start-ups seemed very flexible in their strategic 

decisions concerning the business model options, but final decisions were often 

related to their existing resources that they were lacking. Instead, even enterprises 

could have enough resources for big change, but its business model options were 

limited to support the existing businesses. From the same perspective, Zander 

(2004) discusses that clusters are more than fixed constellations of capabilities and 

companies, and thus broadening and deepening of clusters originates in 

entrepreneurial activity. Due to complex organization structure and challenges of 

business model change, every enterprise in this research was satisfied with the 

external facilitator. External facilitator was able to navigate entire change process 

with management team so that no one was able to take full leader role and this 

improved the cooperation inside the development team of business model. It also 

improved the co-operation between different functions and organizations relevant 

to specific business model change. 

From external factor perspective, the main difference between start-up and 

enterprise was related to scalability of business model design and value creation 

activities through the external activities. Both types of companies realized the 

importance of business model scalability; the enterprises were not willing to 
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develop scalable business model designs through their external networks. Instead, 

they decided to make the most of their activities inside the company, and thus 

support the existing businesses. Start-ups were ready to make all possible changes 

to make a design of business model as scalable as possible. Indeed, a start-up was 

ready to use other companies in its activities to create more value. The business 

units of enterprises used other business units and support functions to create more 

value. 

8.2.3 Business model change process 

The dynamic capabilities framework can be used as a foundation for understanding 

the processes of opportunity sensing and seizing, as well as the processes of 

strategic renewal (Augier & Teece 2009: 410). Digital world imposes a greater need 

for a very high level of adaptability to incorporate dynamic changes into the 

business and information architecture, and grow systems that are readily adapted 

for the dynamically changing business environment (Malhotra 2000). The business 

model choices define the architecture of the business (Teece 2010: 2), but once it 

has been established, the companies often face difficulty in changing their existing 

business models. Based on the taken approach, the actions in each case study should 

result in the desired outcome of business model change process for the companies 

that are planning a business model change. And further, the process defined in this 

research is also suitable for companies that do have existing business model process, 

but do not yet have an official process for how and when the operational business 

model should be changed. By implementing this process of business model change, 

companies can utilize their internal resources effectively to conduct their 

businesses.  

Demil and Lecocq (2010) have studied the business model change by focusing 

on interactions between core elements of business model, and they found three 

main tasks to be considered in business model dynamics. These tasks were: 1) 

monitor and analyze the environmental and organizational risks, and uncertainties 

that may impact the company’s existing business model, 2) anticipate the potential 

consequences of both environmental and internal changes, 3) managers should 

participate in these sequences, implementing deliberate actions to promote 

consistency between their business model components with the aim of preserving 

or increasing their organization’s performance (Demil & Lecocq 2010). Similarly, 

the process defined in this research suggests that companies should not rely on 

regular, nicely sequenced process running on a standard schedule, but to focus 
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continuously on three clusters (sensing, seizing, and transforming) of dynamic 

capability in parallel. Additionally, companies should build, sustain, and develop 

the internal and external factors that will support the continuous business model 

change. In practice, usage of created process can offer dynamic capability of 

business model change for any companies in context of Internet-based business. 

Indeed, the usage may offer a long-term competitive advantage in a fast-changing 

environment. 

8.3 Conclusion 

The business model has been regarded as a vehicle that closes the gap between the 

abstract and practice within strategic management and international business. 

Despite this, our knowledge of how the international business models are created 

or changed has remained elusive, and empirical research on this subject remains 

rare. By revisiting the business model literature, this research explores the business 

models in the context of Internet-based business where the environmental changes 

occur more rapidly than ever. For instance, fast-developing technology, booming 

innovations, growing international Internet-based businesses, and improved speed 

and flexibility to provide services through the Internet are all changing the business 

environment.  

The business model represents the business architecture, and environmental 

changes have major consequences to the business model of the company. Thus, the 

company is expected to react quickly to these upcoming challenges and 

opportunities caused by the environmental change, or else the companies will fail 

in the long run against their competitors. But, the business model change and 

especially a rapid business model change is a major challenge for management of 

the company. The dynamic capability enables the capacity to react quickly to 

business model change, and a posteriori model for dynamically capable business 

model change can support this challenge.  

The work started with a systematic literature review. Chapter 2 discussed the 

Internet-based business literature, chapter 3 discussed the dynamic capability 

literature, and chapter 4 discussed the business model literature. All literature 

chapters are closely related to this study. The reviewed literature was further 

discussed and criticized for framing a theoretical model. Chapter 5 introduced the 

key concept of “business model change as dynamic capability” and identified the 

important factors involved in business model change by following the process of 

business model change. As a conclusion to the literature review, an a priori model 
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to explain the business model change process from the dynamic capability 

perspective was created. 

A qualitative multiple case study method has been used to understand the 

phenomenon in-depth. Altogether, business development teams from four case 

companies have been interviewed, creating an interesting data set for this study. 

Additionally, both enterprise and entrepreneurial company viewpoints were taken 

into account to capture the wider view of business model change. The empirical 

analysis started with capturing the data from a business model change of two 

companies that had an emergent business opportunity in their hand. Then empirical 

analysis continued with capturing the data from the business model change process 

of two companies that were implementing a new business opportunity. The final 

part of the empirical analysis consists of two companies that were 

internationalizing their business through the cloud services. The thinking of the 

management team and their efforts toward building a new business model were 

described. Moreover, when the critical decisions and business model designs were 

made, these impacts on new business model were further documented. 

The activities of each management team during a business model change were 

summarized. The empirical study discussed and compared the three clusters of 

dynamic capability on key constructs identified in the theoretical model. Individual 

cases were also compared, contrasted, and properly analyzed. The detailed process 

description was added to the theoretical model. The empirical data concluded with 

an empirical model grounded in the data, which provides a new means of 

understanding the business model change process from the dynamic capability 

perspective.  

In the discussion section, by comparing the differences between the a priori 

model and empirical insights, a posteriori model was developed as an outcome of 

this study. This dynamic capability a posteriori model is based on sensing, seizing, 

and transforming, and it provides a useful framework to study business model 

change when faced with a high level of uncertainty in dynamic environments. It 

also provides insights for entrepreneurs, business developers, and management 

team members who need dynamism in the process of business model change.  

According to a posteriori model, the dynamic capability clusters of sensing, 

seizing, and transforming are an important mechanism that differentiates 

companies from competitors. It achieves advantages and plays an important role in 

increasing the likelihood of having competitive advantage. More specifically, by 

focusing on each dynamic capability cluster, the results showed that business model 

change is not just linear processes, but there are multiple activities that can be done 
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in parallel. By concentrating in parallel on activities of sensing, seizing and 

transforming, any company in Internet-based business can react faster to internal 

and external opportunities, and environmental changes. Another finding was that 

four phases of business model change do not have a specific order, and some 

changes might involve less than four phases. Results of this study also indicate that 

some of the business model targets (especially the radical changes) require 

implementation of a new business model in parallel to the existing business model. 

As Internet-based businesses are changing faster than ever, the awareness of 

dynamically capable business model change is important to any company that 

conducts its business via the Internet. 

The research results also showed that opportunity is connected to the business 

model. By using the business model change process, the opportunities can be 

analyzed and implemented. The emergent opportunities can be evaluated against 

the existing business model(s), and the internal and external factors. In analysis, 

the existing business model, and internal and external factors seemed crucial as 

those can be either limiters or enablers for a new business model design. The 

existing business model presents the view of how many additional activities the 

emergent opportunity will require compared to the existing activities of company. 

This offers valuable knowledge for any business developers and decision makers. 

Results of this research suggest that if a company has an existing business model 

with good scalability, this design of business model better supports the emergent 

opportunities.   

The research results also indicate that companies have different sets of internal 

and external factors and these factors have impact on designs of optional and target 

business models, meaning both factors are company-specific. And thus, there is no 

algorithm for creating wealth for an entire industry. Results indicate that a start-up 

company is innovative with their business model designs, but it may have limited 

resources for the business model implementation. These resources seemed often to 

be related to labor and financials. Even though enterprises have enough resources, 

the results indicate that a new business model in enterprises is often created to 

support their existing businesses instead of a new type of business. Often, the 

reason was related to the existing ecosystem of the enterprise. The company was 

realizing that their existing ecosystem may offer a “fast track” toward their existing 

customers and this may enable quick revenue flow. Other reasons were related to 

company-level issues like strategy, organization structure, top management 

commitment, company culture, and business processes. Hence, results are 
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indicating that these issues were typically limiting the scope of selected and 

targeted business model options.  

Although these results are preliminary, they indicate that this research has the 

potential to significantly enrich the current literature on business model 

management, especially in the field of business model change. These results may 

also offer valuable knowledge for entrepreneurs, business developers, and 

management teams at multinational enterprises. 
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Appendix 1 Short Introduction of TEKES Programs 
 

Program Description 

Need-For-

Speed (N4S) 

The aim of Need for Speed (N4S) program is to create the foundation for the success of Finnish software 

intensive businesses in new digital economy. During the program we will see the global digital services 

business growing in Finland and new Finnish brands in digital business introduced. 

The Internet is and increasingly will be the first truly global platform for the digital economy and will enable 

significant new business, economic and social opportunities. Consequently, we are facing a fundamental 

systemic transformation towards a world where digital resources are constantly available on-line, and 

available for all to use. This document describes the position and intent of the Finnish software intensive 

industry and research in the context of the transformation as well as the critical research areas that should 

be tackled in order to ensure that the Finnish industrial organizations and society can build a successful 

growth strategy for an unpredictable future. 

The goal of the program is to make Finnish software intensive industry is the recognized leader in 

business innovation and fast implementation of products and services in the digital economy by 2017. 

This will be achieved by adopting a real-time experimental business paradigm, providing instant value 

delivery based upon deep customer insight. To accomplish this vision, the following fields of research 

have been identified. 

1. Paradigm Change - Delivering Value in Real-Time: The Finnish software intensive industry has 

renewed their existing business and organizations towards a value-driven and adaptive real-time business 

paradigm. Technical infrastructure and required capabilities have been established to support the 

transformation. 

2. Deep Customer Insight – Better Business Hit-Rate: The Finnish software intensive industry is utilizing 

new technical infrastructure and capabilities as well as various sources of data and information for gaining 

and applying the deep customer insight. This will significantly improve the return of investments in service 

and product development. 

3. Mercury Business – Find the New Money: A new “Goal Driven Hunting Culture” has been created and 

applied by the Finnish software intensive industry with several successful examples of adjacency towards 

the new markets and business areas. The new form of business is enabled by the continuous and active 

strategy as well as the new leadership style. The two above breakthrough targets further support this 

target, as they which are prerequisites of rapid, controlled experiments in new business domains. 

PROGRAM PLAN for Need For Speed (N4S) - version 2.3 

Cloud Software The changes in the business environment require Finnish ICT companies to re-position their offering in 

the new business environment. Use of external providers for processing and storage capacity relieves 

both the software vendors and service users from secondary IT maintenance functions. Decreasing unit 

costs further intensify competition. Providing services through the Internet lowers the sales and 

deployment costs when serving distant customers. This both enables easier entering for foreign 

companies to the Finnish market and provides opportunities for the Finnish providers to serve even 

narrow international market segments. The role of IT integration business will change accordingly and 

importance of value added services as a revenue stream generator will increase. Companies need also 

find strategies to converge their traditional software assets to support the new business models. 
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Program Description 

"The Cloud Software program (2010-2013) aims to significantly improve the competitive position of 

Finnish software intensive industry in global markets. According to the 2009 survey most significant 

factors of competitiveness are: operational efficiency, user experience, web software, open systems, 

security engineering and sustainable development. Cloud software ties these factors together as software 

increasingly moves to the web. Cloud Software program especially aims to pioneer in building new cloud 

business models, lean software enterprise model and open cloud software infrastructure."  

The focus area involves increasing the diffusion of effective modern software business strategies, models, 

and value creation networks. This aims at converting software assets and technology to sustainable 

ecosystems providing significant economic value. This work package improves the understanding of the 

actions needed for a successful transition and implementation related to the business strategy and 

business model elements. This includes elaboration of value proposition, relationships (organization and 

networks), earning models, positioning, product and/or service offering, resources (software assets and 

capabilities) and competitive strategy. In addition, the objective is to define and develop skeletons of 

business and strategy models, methods, tools and metrics to be used within the cloud software business. 

Retrieved 2.12.2015 from < http://www.cloudsoftwareprogram.org/cloud-software-program > 
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Appendix 2 Results of pre-study 

Case Alpha 

ID  Answer  

0(BM)  Yes, the company was using the CANVAS business model conceptualization tool in the phase of 

business modeling.  

1(BM)  No, company does have only one business model.  

1(BMTP)  No any process available during the activity of business model change.  

2(BMTP)  No, only single business model exists in company. Seems that company's business model is not yet in a 

written format, but in the mind of some top executives of the case company.  

3(BMTP)  No. Company has not been thinking any specific phases or even process flow while doing the actual 

business modeling work. But case company has recognized three phases even they have not been used 

any specific instructions or guidelines for business modeling work.  

4(BMTP)  Yes, seems that case company is very much behind the process ideology, and its content and specific 

phases. Company believes that strategy and business model are somehow connected and thus both are 

belonging to highest level of business processes.  

5(BMTP)  It seems that a reason has been coming from the owners of company and they are willing to adjust their 

earlier business model typology with more former typology that has been specified in the cloud computing 

environment. Anyhow it is good to notice that business model has not been changed a lot during the 

company's lifetime (between 2006, and present) because this company has been worked always in the 

basis of Internet Technology.  

6(BMTP)  No. It is more likely that some of components are anyhow missing from company list of inputs that are 

affecting to business model content. 

7(BMTP)  No, but company is very keen to establish a system that controls and monitors these components. It is 

good to remember this company has been growing quite fast and they are now facing a situation when 

metrics, targets and monitoring are essential to ensure a successful growth. Anyway, the company 

people were aware of this challenge.  

8(BMTP)  Not Applicable  

9(BMTP)  No. The case company has a clear mindset that these components are valuable and thus company 

should have some different way to handle these two components. 

10(BMTP)  No  

11(BMTP)  Yes, some external resources have been involved to company's business model design work. These 

external resources have been worked in a specialist role with knowledge of business model content and 

creation methods. Also internal resources (management team) have been involved for the business 

model design work.  

12(BMTP)  No  

13(BMTP)  No  

14(BMTP)  Incremental change.  

15(BMTP)  External person have been specialists of the business model conceptualization. Other involved persons 

are internal resources.  
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ID  Answer  

16(BMTP)  Company does not maintain any official implementation plan, but looks that company management 

anyhow have a clear vision about what and how the planned changes should be implemented.  

17(BMTP)  Not Applicable 

18(BMTP)  No  

19(BMTP)  Seems that company is very much interested in process of business model change. According to 

discussion with company representatives, there are no any specific issues or part or process with higher 

relevance. Anyhow, starting issues can be to clarify the internal and external inputs that trigger the 

process. Seems that company already has some customer relation monitoring (CRM) oriented metrics. It 

is also good to notice that this company have some internal processes done - even monitoring systems is 

not yet in place.  

20(BMTP)  Not Applicable 

Case Beta 

ID  Answer  

0(BM)  The company is using the CANVAS business model conceptual tool. Company has been earlier tried to 

define the new cloud computing based business model together with partners without any proper tool, 

and the results were not great. Lately this Company has realized that a CANVAS is very useful tool for 

business model transition.  

1(BM)  Company has multiple business models, because it has various individual business segments or product 

lines.  

1(BMTP)  The Company has no systematic process, but Strategy formulation follows one year lifecycle, and the 

strategy formulation is embedded to internal processes of company.  

2(BMTP)  New business model is running in parallel for a while. Final goal of company is to have only single 

Business model, but one main product may still require its own business model. It is also good to 

recognize that company has various business units, but present transformation activity of business model 

is focused only single business unit. It is possible that a company will continue later the cloud computing 

based business modeling work inside other business units. Then, company is supposed make a decision 

concerning new business model structure, one option is that all cloud computing services will belong 

under one business model, and other option is to have individual business models for all business units 

and thus company operates parallel with multiple business models.  

3(BMTP)  Yes. It is more than likely that company has been somehow practically followed three phases of business 

model change - even it has not been any process chart.  

4(BMTP)  Yes. The business model change process obviously seems to raise interest of representatives of this 

company.  

5(BMTP)  "Internal: Company’s goal is to establish a direct interface to its customers. The short distribution channel 

will allow and ensure a better customer feedback. External: Customers are now demanding the services 

of case company through the cloud computing. 

6(BMTP)  Yes, it is a customer demand. But, this can be seen also as gap that locates in analysis, or just one of the 

environmental factors.  
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ID  Answer  

7(BMTP)  Yes, company is using the balanced scorecard (internal monitoring), and monitoring cycle is 6 months. 

Company has also production related metrics and those can be monitored in daily or monthly basis. 

Anyhow, none of the metrics are connected to finance due to company's ownership structure and 

revenue logic.  

8(BMTP)  External monitoring has been organized with e-mail system (mainly by receiving any customer feedback). 

The customer emails have been received by corresponding customer support person. Seems that 

company has interest to develop this kind of data utilization in the future – they notice that it may have 

direct impact to company's business model and /or strategy.  

9(BMTP)  Seems that change of cloud computing based business model is urgent, and some parts of it are already 

in use as the suitability and functionality of business model has already tested with some pilot customers. 

This activity has gain a strong visibility and focus inside their corporation.  

10(BMTP)  Yes, company has been used the SWOT tool. The SWOT tool is used at minimum at same level and/or 

parts of company’s organization. Evaluation has been done only internally and it has obvious reason 

because all partners are needed to select by public contest. In practice this company cannot yet have a 

partner to become as cloud service provider for it. 

11(BMTP)  The CANVAS has been used with internal resources, but with assistance of external resources with 

knowledge of business modeling work. Even the CANVAS has been used until now only for one specific 

business unit, it is likely that this company will utilize CANVAS tool also in other purposes and business 

units. Reason is that CANVAS offers good and reliable result that was easy to share internally in various 

locations and situations.  

12(BMTP)  Yes, wide internal participation was attending to business model design work. But, all external capabilities 

were just mapped in meetings, and external resources were not participating directly to business model 

design work.  

13(BMTP)  Partly YES. The competition has grown rapidly and thus company is required change their business 

model or else they will lose some important customers to commercial cloud computing service providers 

(competitors) with similar services. Company has noticed the benefits of cloud computing technology 

already long time ago (pilot has been running already almost 2 years), but change of business model has 

taken very long time.  

14(BMTP)  The cloud computing related business model change is radical, but it will be implemented incrementally. 

The main reason is that this company is willing to test new business model very carefully. 

15(BMTP)  No.  

16(BMTP)  Yes, the implementation plan has been defined with high variance of internal people and inside many 

organizations. For instance, the Vice President of company and entire business development 

organization was participating to planning of business model implementation.  

17(BMTP)  Yes, both long and short term objectives were planned. For instance the Information as a Service (IaaS) 

and Platform as a Service (PaaS) are now included just to long term objectives. Anyhow the scope of 

company's future related to cloud computing is still under investigation. In future, the cloud computing 

may complement all business units as core technology of the various business models, or cloud 

computing can exist as one business unit that combines all cloud computing services from each business 

units.  
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ID  Answer  

18(BMTP)  No. Anyhow it is good to remember that the implementation plan of business model can change in the 

future because some services might be added from other business units - even now the planned services 

of new business model are already in the execution or monitoring activities.  

19(BMTP)  Yes, this company clearly notices that a change process of business model might increase the 

systematic behavior in transformation phase. This process can also improve the internal and external 

information utilization in the business planning phase. This might be seen also as a part of the company’s 

internal process for change.  

20(BMTP)  Yes, at least five different business models are running at parallel. The main reason is that every 

business unit has its own and unique business model.  

Case Epsilon 

ID  Answer  

0(BM)  The CANVAS business model conceptual tool is used by the company. The CANVAS tool was 

introduced not too long time ago, but seems that CANVAS suits to usage of company very well. Until now 

the company has been realized that CANVAS is a very powerful tool for business model change, and 

they will continue the usage of it.  

1(BM)  Company has multiple business models, because company has many individual business segments.  

1(BMTP)  The Company has no predefined or systematic process for business model change. When company has 

a change of business models or to strategy, then a separate transformation project is planned and 

executed. The strategy formulation follows a semi-annual lifecycle.  

2(BMTP)  Yes, there are multiple business models running at parallel and main reason is that company has various 

business units and business lines. Until now, it seems that cloud computing based business model has 

been taken into use in most of the business units. But, company has some products and/or services that 

cannot work under cloud computing based business model. In this company, the cloud computing 

businesses are not seen as differentiator, and thus there is no plan to form "a cloud based business unit".  

3(BMTP)  Yes. It seems that a company has been practically followed three phase process of business model 

change.  

4(BMTP)  Yes, The process of business model change seemed important for the company.  

5(BMTP)  Internal: Company was started cloud computing activities even before the “cloud computing technology” 

was officially published. This company has been seen the benefits of Internet to provide for its business, 

and thus they were developing products that will fit into Internet based businesses.  

6(BMTP)  No, seems that all typically used internal/external inputs are found from the listed inputs.  

7(BMTP)  Yes, Company has both internal and external metrics. The company’s targets have been set for site, 

business unit, business line or corporate level. Even company is monitoring various internal and external 

metrics; it has no central database in where this data is collected. Different metrics have different sources 

and databases and those are distributed to related organizations in format of presentation.  

8(BMTP)  Strategy is leading the monitored components selection and thus some components of business model 

can be already now monitored.  
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ID  Answer  

9(BMTP)  Yes, this company is currently using risk management practices in every business line and functions (the 

levels are: team, business line/function and corporate). The risk analysis is made to specified layers with 

actions and visibility of analysis is corresponding to these layers.  

10(BMTP)  Yes, the SWOT tool has been used and work has been done together with consultants, partners, and 

customers.  

11(BMTP)  The CANVAS tool has been used with internal resources, but also with assistance of external resources 

that were specialist of business modeling work. Even the CANVAS tool was used this time only for short 

time, it is more than likely that Company will use CANVAS tool also in the future. The company’s 

feedback was that CANVAS tool will offer good possibility to describe entire business model in single 

page, and thus understanding of business model and business is easier than before.  

12(BMTP)  Yes, all the listed components have been included to business model development, and wide internal 

participation was attending to business model design work. Some of the external capabilities were 

mapped in meetings, meaning external resources were not participating directly to this activity in all 

cases.  

13(BMTP)  Yes, the environmental forces have been taken into account during the business model development 

activity.  

14(BMTP)  Change has been caused both radical and incremental change even the cloud computing has not 

required too much change.  

15(BMTP)  Yes, investors, partners and customers have been involved in business model development phase. Often 

they have not been physically present, but they are aware of development activity and they have been 

also able to offer input to business model structure.  

16(BMTP)  Yes, implementation plans have been defined with high variance of internal peoples and organizations. 

Due to many implementation plans, variance is great.  

17(BMTP)  Yes, both long and short term objectives are planned.  

18(BMTP)  No. But it is good to notice that implementation plan might have been agreed with the external 

organizations (typically ones that are impacting the customers) already in the earlier phases.  

19(BMTP)  Yes, Company clearly notices that this kind of process might increase the systematic behavior in 

transformation phase, and it can also improve the internal and external information utilization in Business 

planning phase.  

20(BMTP)  Yes, multiple business models are running at parallel.  
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Appendix 3 Sensing opportunity and business model 
change 

 

Case Alpha, internal factors 

Key themes Findings 

Top-management commitment Alpha’s top management commitment was high. For instance CEO, CTO 

and marketing Manager were present in all workshops (in sensing A1-6) 

organized together with Oulu Business School.  

Enough decision making power As the CEO of Alpha was always present (sensing A1-6), all the workshops 

had enough decision making power.  

Executives that have learning behavior and 

skills 

In all workshops (in sensing A1-6), CEO of Alpha was presenting the latest 

news and activities that were done to improve its operational performance. 

Leaders have enough skills and 

competences that support proper business 

model change 

Alpha realized (in sensing A6) that they do not have enough skills and 

competences to establish and operate new service business model.  

Identified internal leaders for business model 

change 

Alpha noticed (in sensing A6) that new business opportunity will require 

individual business person with enough time to focus on this new business 

model. 

Every management choice involves 

fundamentally different business model 

This was visible often during the workshops (sensing A1-3). For instance, 

there (sensing A2) was discussion about where (internal or external) the 

marketing activity will be done in the new business model. 

Company culture to support business model 

change 

Alpha’s company culture seemed to support well the business model 

change. Perhaps the main reason was that Alpha was a relatively young 

start-up company with high growth, and thus the size of organization was 

growing and changing constantly 

Proper organizational structure and control With business model evaluation (sensing A1-3), Alpha realized (sensing A4) 

that same organization cannot operate the planned business. Hence, they 

realized (sensing A6) new business model requires a new business unit.  

Company strategy is aligned with business 

model change 

Alpha was not having very detailed strategy, but they realized (sensing A5) 

that new business would definitely require strategy alignment or even 

separated business strategy. 

Strategic agility enables business model 

change 

Alpha realized (sensing A4) that new business model will require many 

resources, skills and competences that they do not have in their existing 

business.  

Strategic fit requires continuous goal 

alignment with environmental changes 

- 

Utilization of Internet Technology to capture 

value 

Both businesses were based on Internet technology (figure 18).  
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Key themes Findings 

Development of capability for business model 

innovation 

Alpha was able to identify a real business opportunity (before sensing A1), 

and they were even able to evaluate (sensing A4-6) this opportunity based 

on business model design (figure 18). 

Future’s thinking is needed in business model 

change 

Business model evaluation (figure 18) was indicating needed activities to 

operate new business. Hence, it shows a gap of resources that are needed 

for the future’s business. 

Business model change demand resources Alpha’s B2B business segment was growing drastically (sensing A1-6), and 

thus they realized (sensing A4) that existing resource base (capital and 

labor) were not sufficient to start new service offering without harming 

existing business. 

Processes & tools need to supports the 

business model change 

Alpha had no official business processes (during sensing A1-6), but Alpha 

used the business model conceptualization tool widely in their organization 

(sensing A1-6). 

Continuous business model innovation  - 

Iterative processes that support ongoing 

business model change 

Due to resource gap (visible in figure 18), Alpha decided (sensing A6-A7) to 

exploit a new opportunity with small steps. By doing this, Alpha was able to 

focus on their existing business and its growth (after sensing A6). They 

planned (sensing A6) to start by research and development activities 

because they were willing to create demo version for the piloting purpose. 

Integrated Information Technology in 

business processes 

- 

Build ability to proactively manage and utilize 

customer knowledge 

Alpha was attending to many exhibitions (during sensing A1-7) in were they 

had chance to discuss not just with their existing business customers, but 

also with their potential new customers.  

Case Alpha, external Factors 

Key themes Findings 

Scalability is a fundamental factor for 

business model design 

In the B2C business, Alpha realized well that new business model (figure 

18) needs to be more scalable than an existing business model due to 

larger customer basis. For instance, their customer support is expected to 

have the scaling mechanism. 

Focus to scalability of business model and 

technology 

The new business model (figure 18) presents well the Alpha’s ideology 

concerning the scalability. They were totally aware (in sensing A7) of the 

potential challenges if business model cannot scale, especially in B2C 

businesses. For instance, they noticed (sensing A3) that application needs 

to be available for mobile devices. 

Scalability is Important element in business 

model innovation and during economic 

disruption 

The scalability issue was taken into account very seriously while (sensing 

A1-3) new business model design was developed. This was one of the main 

subjects while the final business model design (figure 18) was selected. 



 221

Key themes Findings 

Scalability attracts venture capital investor. 

Scalability is important to reach venture 

capital investor attention 

Alpha was introducing (between sensing A3-4) a new to-be business model 

for their existing investors, and they were attracted for their new B2C 

business and thus its scalability. Hence, the Alpha was even playing 

(sensing A4) with an idea to have an internal start-up for this new 

opportunity. 

Scalability by value combining with co-

partners or franchising 

Alpha realized (sensing A2) that a social media is important in consumer 

business, and thus marketing should consist of social marketing activities. 

Consumer business also requires new delivery channel (figure 18), and 

Alpha was planning (sensing A2-3) to co-operate with Google + and Apple 

store. 

Relationship within the innovation network is 

important 

The exhibitions and fairs can be seen as part of Alpha’s innovation network. 

This case started with new opportunity that was found (before sensing A1) 

in their exhibition activities. 

Reduce threat of competition by business 

model that benefits all partners 

Even Google + and Apple store are expensive sales and marketing 

channels (sensing A2), Alpha decided (sensing A2-3) that it's the only 

logical way to market and sell their services. 

Alignment with partners, suppliers, and 

customers is  important 

Through the planned mobile application (figure 18), the customers are 

aligned with Alpha, and also for Alpha’s contractors who do the part of 

Alpha’s R&D. 

Ecosystem is important for business model 

success 

There are two kinds of new issues on ecosystem in new business model 

(figure 18). First, their business is planned to work in Google + and Apple 

ecosystems. Second, entire value chain is done through one cloud service.  

Focus from internal value creation activities 

towards value through external activities 

Many of the value creation activities in new business model are done 

through external activities (figure 18). For instance, cloud service provider is 

big International company that has capacity to scale.  

Utilize IT to enhance communication and 

value co-creation with customers 

Whole service is based on Information Technology (figure 18). 

Business model has to be “differentiated, 

effective, and efficient”  

In new business model; the differentiation has been done by unique 

technology of Alpha. The effectiveness and efficiency has been established 

(figure 18) by co-creation and co-capture with strong International vendors 

such Google and Apple, and with smaller partner that can work flexible in 

parallel to Alpha’s research and development team.   

Case Gamma, internal factors 

Key themes Findings 

Top-management commitment Gamma’s business line commitment was high for business model change 

(sensing G1-3). Anyhow business line had top management commitment 

only for business model change (sensing G2-3) by integrated activities. 

Enough decision making power Decision making power (in sensing G2-3) was only for business line internal 

activities.  
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Key themes Findings 

Executives that have learning behavior and 

skills 

- 

Leaders have enough skills and competences 

that support proper business model change 

-  

Identified internal leaders for business model 

change 

The business line head had overall responsibility of the business model 

change. 

Every management choice involves 

fundamentally different business model 

-  

Company culture to support business model 

change 

Based on information (sensing G2-3), company culture was not supporting 

strongly the product business. Instead it was supporting the services 

business (sensing G3). 

Proper organizational structure and control Some business model activities were done outside of business unit (figure 

19). Hence, this was causing a challenge for business model change 

(sensing G2-3). 

Company strategy is aligned with business 

model change 

Business model change was not aligned with Gamma’s strategy. Company 

strategy was related to services (sensing G3), not products as this business 

line had. 

Strategic agility enables business model 

change 

Some resources needed in business model were not allocated to business 

unit nor business line. For instance the marketing and sales belonged under 

support function of Gamma (figure 19).  

Strategic fit requires continuous goal 

alignment with environmental changes 

- 

Utilization of Internet Technology to capture 

value 

Yes, Gamma was utilizing widely the Internet Technology (figure 19).  

Development of capability for business model 

innovation 

-  

Future’s thinking is needed in business model 

change 

The workshops (sensing G1-3) had widely a discussion about the customer 

trends. 

Business model change demand resources Gamma had enough resources to implement all needed business model 

changes for most of the business model options (sensing G3). Anyhow, 

some options required more resources than business line has at the 

moment of workshop (sensing G3). 

Processes & tools need to supports the 

business model change 

Especially the existing marketing and sales processes were not supported 

every planned business models (sensing G3). Also other processes of 

Gamma were supporting better the consultancy and service business 

(sensing G3). 

Continuous business model innovation  - 
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Key themes Findings 

Iterative processes that support ongoing 

business model change 

- 

Integrated Information Technology in 

business processes 

- 

Build ability to proactively manage and utilize 

customer knowledge 

- 

Case Gamma, external factors 

Key themes Findings 

Scalability is a fundamental factor for 

business model design 

Especially the management of acquired business realized this (sensing G2-

3). Hence others were also considered this as important issue. 

Focus to scalability of business model and 

technology 

Yes, business line management was aware this subject (sensing G1-3), but 

company Gamma seemed to have a different mindset. 

Scalability is Important element in business 

model innovation and during economic 

disruption 

- 

Scalability attracts venture capital investor. 

Scalability is important to reach venture 

capital investor attention 

This aspect was discussed (sensing G2-3). Especially the acquired 

business leader was willing to search (sensing G3) some venture money. 

Other persons were perhaps seen that scalability might rise (after sensing 

G3) the interest of Gamma’s top management. 

Scalability by value combining with co-

partners or franchising 

Only Gamma internal activities were done in both business models (figure 

19). In some business model option (sensing G3), also partnering was 

considered. 

Relationship within the innovation network is 

important 

- 

Reduce threat of competition by business 

model that benefits all partners 

No partners were used in the business models of Gamma (figure 19). 

Alignment with partners, suppliers, and 

customers is  important 

Both business models included a strong customer support (figure 19), but 

partners were not used. 

Ecosystem is important for business model 

success 

Gamma’s top management (sensing G1-3) was willing to utilize its existing 

ecosystem. 

Focus from internal value creation activities 

towards value through external activities 

All the external activities of both business models (figure 19) were done 

either by other business unit of Gamma or support functions of Gamma. 

Anyhow, in some new business model options, external partners were 

considered (sensing G3). 

Utilize IT to enhance communication and 

value co-creation with customers 

Both business models (figure 19) were based on Information technology. 
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Key themes Findings 

Business model has to be “differentiated, 

effective, and efficient”  

-   
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Appendix 4 Seizing opportunity and business model 
change 
 

Case Alpha, internal factors 

Key themes Findings 

Top-management commitment Alpha’s top management commitment was high (seizing A1-3).  

Enough decision making power Yes, because CEO was charge of business model change.  

Executives that have learning behavior and 

skills 

- 

Leaders have enough skills and competences 

that support proper business model change 

Yes, all the leaders were done many business model changes in past 

(before seizing A1). 

Identified internal leaders for business model 

change 

The CEO of company had overall responsibility of the business model 

change (seizing A1-3). 

Every management choice involves 

fundamentally different business model 

-  

Company culture to support business model 

change 

Alpha’s company culture was supporting well the business model change 

(seizing A1-3). They were able to create demo version of the services within 

very short time schedule (between seizing A2-3). 

Proper organizational structure and control Due to small change in business model (table X), emergent opportunity was 

implemented with existing organization. 

Company strategy is aligned with business 

model change 

Business model change was not aligned with Alpha’s strategy (seizing A2). 

Strategic agility enables business model 

change 

Existing resources together with external resources utilized in the business 

model (figure 20) was enabling strategic agility for the Alpha.  

Strategic fit requires continuous goal 

alignment with environmental changes 

- 

Utilization of Internet Technology to capture 

value 

Yes, Alpha was utilizing widely the Internet Technology (figure 20).  

Development of capability for business model 

innovation 

Alpha was realizing the business model innovation opportunity (before 

seizing A1), and implemented it very quickly (seizing A1-2).  

Future’s thinking is needed in business model 

change 

Alpha realized that offered services can be modified easily to other industry 

(seizing A1). Industry size was huge, and therefore they see big potential for 

the future (seizing A1). 

Business model change demand resources Even change was incremental; it needed multiple resources from R&D and 

delivery team (seizing A2-3).  
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Key themes Findings 

Processes & tools need to supports the 

business model change 

- 

Continuous business model innovation  Alpha had very quick reaction for the emergent opportunity (seizing A1-A2). 

Iterative processes that support ongoing 

business model change 

- 

Integrated Information Technology in 

business processes 

- 

Build ability to proactively manage and utilize 

customer knowledge 

- 

Case Alpha, external Factors 

Case Delta, internal factors 

Key themes Findings 

Top-management commitment Delta’s top management was not present in the workshops 

(seizing D1-3). Anyhow, the business development team had 

direct interface to top management of Delta. Top management 

had also established a new organization for the emergent 

opportunity. 

Enough decision making power The business unit of Delta had decision making power for their 

own business unit specific activities (seizing D1-3), but all major 

decisions (i.e. additional budget, strategic issues) required top 

management approvals (between seizing D2-3, and after seizing 

D3).  

Executives that have learning behavior 

and skills 

- 

Leaders have enough skills and 

competences that support proper 

business model change 

- 

Identified internal leaders for business 

model change 

The business unit leader was nominated as internal leader for 

this business case.  

Every management choice involves 

fundamentally different business model 

During the workshops (seizing D2-3), there was lots of 

discussion about different options for the business model design. 

And all leaders were aware of their decision, and thus its impact 

on the business model design. 

Company culture to support business 

model change 

According to information (seizing D1-3), seems that Delta is quite 

interested in emergent business opportunities. 
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Key themes Findings 

Proper organizational structure and 

control 

According to business unit leader (seizing D1), Delta was just 

established new business unit that supposed to implement this 

emergent business opportunity. Delta had also made new 

organization to support digital businesses (between seizing D3-

4). 

Company strategy is aligned with 

business model change 

To-be business model design (figure 21) supports the existing 

strategy of Delta, but all the new ideas of business model design 

were against the strategy. Hence, the strategy was limiting the 

business model options (seizing D3) developed by the business 

unit. New strategy of Delta (seizing D4) offered more flexibility for 

business owner to develop their business model even further. 

Strategic agility enables business 

model change 

Delta realized (seizing D2-3) that it has most of the resources 

that are needed for new business model (figure 21). Anyhow, in 

some raised business model options (seizing D3), they realized 

that Delta has no such resources available. And thus, this was 

limiting (seizing D3) the available business model options. 

Anyhow, new strategy of Delta (seizing D4) was supporting 

better the new business model (figure 21) 

Strategic fit requires continuous goal 

alignment with environmental changes 

- 

Utilization of Internet Technology to 

capture value 

Business was based on Internet technology (figure 21).  

Development of capability for business 

model innovation 

Delta was able to identify a real business opportunity (before 

seizing D1), and they were even able to evaluate (seizing D2) 

this opportunity based on business model design. 

Future’s thinking is needed in business 

model change 

Business model evaluation (seizing D2) was indicating the 

needed activities to run a new business. Also the development 

and selection process of new business model witness that some 

options for business model designs (seizing D3) were not 

accepted due to reason that it would cause too many new 

activities for Delta in future. With new organization and strategy, 

these options were reconsidered (seizing D4). 

Business model change demand 

resources 

This was obvious in the business model evaluation. Some 

business model options (seizing D3) were more resource 

consuming than others. Big difference for existing business 

scope of Delta’s would cause more resource need in business 

unit (seizing D3), and thus it would require more investments 

from Delta. New organizational structure and strategy was 

supporting better the big change in business model (seizing D4). 

Processes & tools need to supports the 

business model change 

- 



 228

Key themes Findings 

Continuous business model innovation  - 

Iterative processes that support 

ongoing business model change 

Due to existing strategy of Delta (Seizing D1-3), business unit 

decided to exploit a new opportunity so that is supports the 

Delta’s existing businesses (figure 21). By doing this, Delta was 

able to more focus on their existing business and its growth 

(seizing D2-3). But business unit was also willing to continue 

their business model development towards more radical change 

(after seizing D3), and thus making the plan on how to reach 

International markets. After new organization and strategy of 

Delta (seizing D4), business owner was willing to focus not just 

single business model option, but both created business models 

(figure 21). 

Integrated Information Technology in 

business processes 

- 

Build ability to proactively manage and 

utilize customer knowledge 

Delta had strong sales organization within their existing 

customers (figure 21), but they were mostly concerning the 

domestic markets (seizing D2-3). The established business 

model has also International potential, but they were lack of 

International customer knowledge (seizing D3). Delta knew that 

product business is different than service business and therefore 

he was considered even new recruitments (sensing D4). 

 

Case Delta, external factors 

Key themes Findings 

Scalability is a fundamental factor for 

business model design 

To-be business model can scale just inside the existing business segment 

of Delta (figure 21).  

Focus to scalability of business model and 

technology 

The technology used by Delta can scale, but the business model does not 

have scalability potential. Anyhow, Delta was very much aware of this issue 

(seizing D3) and they were willing to develop further (seizing D4) its new 

business model. 

Scalability is Important element in business 

model innovation and during economic 

disruption 

From perspective of Delta, the new business model (figure 21) offers 

scalability for their existing business. But from the business unit perspective 

(seizing D3), the scalability of business model is weak. 

Scalability attracts venture capital investor. 

Scalability is important to reach venture 

capital investor attention 

Due to company’s capital, no venture capital need. Anyhow, they liked to 

raise top management attraction (after seizing D3) to gain more capital for 

“enhanced version of business model”. The top management liked the idea 

and new organization and strategy was established to support these 

businesses (seizing D4).  
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Key themes Findings 

Scalability by value combining with co-

partners or franchising 

To-be business model (figure 21) has only the Delta’s internal co-operation. 

Anyhow, from business unit perspective, those are partnering organizations. 

Relationship within the innovation network is 

important 

Innovation was done inside the company by two persons, but within two 

separate business units (before seizing D1). 

Reduce threat of competition by business 

model that benefits all partners 

No partners 

Alignment with partners, suppliers, and 

customers is  important 

Through the mobile application (seizing D2), the customers are aligned with 

Delta. 

Ecosystem is important for business model 

success 

Entire value chain is done under one cloud service that is establishing a 

new ecosystem for Delta (seizing D3). And thus Delta is using their existing 

customer basis (seizing D2-3). 

Focus from internal value creation activities 

towards value through external activities 

Many of the value creation activities in new business model (figure 21) are 

done through external activities of this specific business unit. But, activities 

are still done inside the company (seizing D3).  

Utilize IT to enhance communication and 

value co-creation with customers 

Whole service is based on Information Technology (figure 22). 

Business model has to be “differentiated, 

effective, and efficient”  

In new business model (figure 21); the differentiation has been done by 

unique technology of Delta. The effectiveness and efficiency has been 

established with Delta’s own activities done in other business units or 

support functions of Delta (figure 21). 
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Appendix 5 Transforming opportunities and managing 
threats, and business model change 

 

Case Alpha, internal factors 

Key themes Findings 

Top-management commitment Alpha’s top management commitment was high. Hence, CEO was attending 

to every meeting (transforming A1-8) with Oulu Business School with aim to 

discuss about a new design of the business model. 

Enough decision making power As the CEO of Alpha was always present, all the workshops had enough 

decision making power.  

Executives that have learning behavior and 

skills 

In all workshops (transforming A2-8), CEO of Alpha was presenting the 

latest news and activities that were done to improve its operational 

performance. 

Leaders have enough skills and 

competences that support proper business 

model change 

During the planning phase (transforming A1-3), CEO of company was 

willing to learn more about the cloud software.  

Identified internal leaders for business model 

change 

The CEO of company had overall responsibility of the business model 

change. 

Every management choice involves 

fundamentally different business model 

CEO of Alpha noticed that basically every choice (transforming A2, A5) of 

the management was involving a different business model.  

Company culture to support business model 

change 

Alpha’s company culture was supporting well the business model change 

(transforming A1-8). The main reason was that Alpha was a relatively young 

start-up company with high growth, and thus the size of organization was 

growing and changing constantly. 

Proper organizational structure and control This was the only business of Alpha (transforming A1), and thus the change 

was easy from organizational structure and control perspective. 

Company strategy is aligned with business 

model change 

The business model change was totally supported (transforming A1-8) by 

Alpha’s existing strategy to growth their existing business. 

Strategic agility enables business model 

change 

Existing resources together with external resources utilized in the new 

business model (figures 22 and 23) was enabling strategic agility for the 

Alpha.  

Strategic fit requires continuous goal 

alignment with environmental changes 

After realizing problems (transforming A4) on resource demanding product 

tailoring activity, Alpha was changing their product towards common 

platform. 

Utilization of Internet Technology to capture 

value 

In new business model, Alpha was utilizing widely the Internet Technology 

(figures 23 and 24).  

Development of capability for business model 

innovation 

Alpha was realizing the business model innovation opportunity, and 

implemented it.  
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Key themes Findings 

Future’s thinking is needed in business model 

change 

Business model evaluation (transforming A2, A5) was indicating needed 

activities to run a new business. Hence, it shows a gap of resources that are 

needed for the future. 

Business model change demand resources Due to Internet availability, Alpha’s B2B business segment was growing 

drastically (transforming A4->). And thus they realized quickly (transforming 

A4) that an existing resource base (capital and labor) dedicated to product 

tailoring was not enough. 

Processes & tools need to supports the 

business model change 

Alpha had no official business processes, but they used a business model 

conceptualization tool widely (transforming A1-8). 

Continuous business model innovation  Alpha even modified the business model during the implementation process 

(transforming A4-5). 

Iterative processes that support ongoing 

business model change 

Same as earlier. 

Integrated Information Technology in 

business processes 

- 

Build ability to proactively manage and utilize 

customer knowledge 

From the customer point of view, the customers of Alpha were connected to 

Alpha with public cloud through the Internet (figures 23 and 24). 

 

Case Alpha, external Factors 

Key themes Findings 

Scalability is a fundamental factor for 

business model design 

Alpha realized well that new business model (figure 23) needs to be more 

scalable than their existing business model due to Internationalization and 

growth targets.  

Focus to scalability of business model and 

technology 

First Alpha developed scalable business model with Cloud Technology, and 

then added more scalability by common platform (figure 24). From the 

resource perspective, many activities were outsourced, and thus offered 

more scalability.  

Scalability is Important element in business 

model innovation and during economic 

disruption 

The scalability issue was taken into account very seriously while new 

business model design was developed (transforming A3, A5). This was one 

of the main subjects while the final business model design was selected. 

Scalability attracts venture capital investor. 

Scalability is important to reach venture 

capital investor attention 

During the implementation phase (transforming A4-8) of new business 

model, Alpha received more venture capital. 

Scalability by value combining with co-

partners or franchising 

To-be business model (figure 23) witness that cloud computing can offer 

more captured value also to customers of Alpha. For instance, it enhanced 

a co-operation between a furniture retailer and a manufacturer, because all 

manufacturer 3D visualized products are now available for retailer in the 

Internet. 
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Key themes Findings 

Relationship within the innovation network is 

important 

- 

Reduce threat of competition by business 

model that benefits all partners 

Subcontractors were able to tailor the customer specific releases on-line 

through an Internet and thus they were able to correct the bugs on-line 

through an Internet to all customers instead fixing all customer specific 

SW’s separately (transforming A6-8). 

Alignment with partners, suppliers, and 

customers is  important 

The cloud based service platform offered a ubiquitous access to service 

users, and suppliers (figure 23). 

Ecosystem is important for business model 

success 

Basically entire value chain of Alpha is done under one cloud service (figure 

24). This also connects the end-users of services into same ecosystem. 

Focus from internal value creation activities 

towards value through external activities 

Many of the value creation activities in new business model are done 

through external activities (figures 23 and 24). For instance, cloud service 

provider is big International company that has capacity to scale. New 

business model also consists of sub-contractors that are able to work 

through Internet. 

Utilize IT to enhance communication and 

value co-creation with customers 

Whole service is based on Information Technology (figure 23). 

Business model has to be “differentiated, 

effective, and efficient”  

In new business model; the differentiation has been done by unique 

technology of Alpha. The effectiveness and efficiency has been established 

by co-creation and co-capture with strong International vendors such 

Google and Apple, and with smaller partner that can work flexible in parallel 

to Alpha’s research and development team.   

Case Beta, internal factors 

Key themes Findings 

Top-management commitment Top management was established a separate team (before transforming 

B1) for business model activity, and thus top management was very 

committed on business model change.  

Enough decision making power Business development team has decision making power at some level, but 

final decisions were done in top management level (between transforming 

B1 and B2).  

Executives that have learning behavior and 

skills 

- 

Leaders have enough skills and 

competences that support proper business 

model change 

During the planning phase (transforming B1), entire team of business 

development was ready to learn more about the cloud software.  

Identified internal leaders for business model 

change 

Top management had nominated person for business model change 

(before transforming B1). They also established a dedicated team under this 

person (transforming B1-3). 
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Key themes Findings 

Every management choice involves 

fundamentally different business model 

Soon (transforming B1), the team of business development was noticed that 

almost all choices of the management were involving a different business 

model.  

Company culture to support business model 

change 

Alpha’s company culture was supporting at least some level for the 

business model change. 

Proper organizational structure and control During the process of business model change (after transforming B3), entire 

organization of Beta was changed to support better the utilization of cloud 

computing. 

Company strategy is aligned with business 

model change 

The business model change was totally supported by Alpha’s existing 

strategy (before transforming B1) to growth and Internationalize their 

existing business. 

Strategic agility enables business model 

change 

Beta had to develop many resources before they were ready for the final 

stage of the business model design (figure 25).  

Strategic fit requires continuous goal 

alignment with environmental changes 

Beta was aware (before transforming B1 and B1) of their exiting competitors 

who offered similar services for same customer segment. They also had 

strong feedback from existing customers (transforming B1). 

Utilization of Internet Technology to capture 

value 

Beta was utilizing widely the Internet Technology (figure 24).  

Development of capability for business model 

innovation 

Beta was able to realize a business opportunity (before transforming B1), 

and thus implemented it by business model innovation.  

Future’s thinking is needed in business model 

change 

Business model evaluation (transforming B1) was indicating needed 

activities to run a new business. Hence, it shows a gap of resources that are 

needed for the future (figures 24 and 25). With the business model design, 

Beta was able to create a long term plan (figure 25). 

Business model change demand resources Beta was definitely aware of this problem (transforming B1-2), and thus they 

knew that change will take long time. Beta was willing to build own cloud 

services and that was also resource consuming. 

Processes & tools need to supports the 

business model change 

- 

Continuous business model innovation  - 

Iterative processes that support ongoing 

business model change 

- 

Integrated Information Technology in 

business processes 

- 

Build ability to proactively manage and utilize 

customer knowledge 

From the customer point of view, the customers of Beta were connected to 

Beta with private cloud through the Internet (figure 24). 

 



 234

Case Beta, external factors 

Key themes Findings 

Scalability is a fundamental factor for 

business model design 

Beta realized (transforming B1) that new business model needs to be more 

scalable than their existing business model due to Internationalization and 

growth targets.  

Focus to scalability of business model and 

technology 

First Beta developed scalable business model with Cloud Technology 

(figure 24). From the resource perspective, many activities were still made 

by Beta. The main reason was that they were willing to offer trustful system 

for their customers. 

Scalability is Important element in business 

model innovation and during economic 

disruption 

Beta was more concerning the privacy and reliable system than scalability 

of the business model (figure 24 and transforming B1). 

Scalability attracts venture capital investor. 

Scalability is important to reach venture 

capital investor attention 

- 

Scalability by value combining with co-

partners or franchising 

All the activities were planned and done only by Beta (transforming A1). 

Relationship within the innovation network is 

important 

- 

Reduce threat of competition by business 

model that benefits all partners 

- 

Alignment with partners, suppliers, and 

customers is  important 

The cloud based service platform offered a ubiquitous access to service 

users (figure 24). 

Ecosystem is important for business model 

success 

Basically entire value chain of Beta is done under one cloud service (figures 

24 and 25). This also connects the end-users of services into same 

ecosystem. In new business model, they search customers outside existing 

ecosystem. 

Focus from internal value creation activities 

towards value through external activities 

None of the value creation activities were done outside Beta (figure 24). 

Utilize IT to enhance communication and 

value co-creation with customers 

Whole service is based on Information Technology (figure 24). 

Business model has to be “differentiated, 

effective, and efficient”  

In new business model; the differentiation has been done by unique content 

of Beta’s services. Since the hardware of cloud is provided by Beta, the 

effectiveness and efficiency is still a big question mark. 
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Appendix 6 Cross-case analysis of Internal and 
External Factors 

Internal factors of sensing  

Key themes Case Alpha Case Gamma 

Top-management commitment YES Partially yes 

Enough decision making power YES Partially yes 

Executives that have learning behavior and skills YES - 

Leaders have enough skills and competences that support proper business model 

change 

NO - 

Identified internal leaders for business model change NO YES 

Every management choice involves fundamentally different business model YES - 

Company culture to support business model change YES Partially yes 

Proper organizational structure and control NO NO 

Company strategy is aligned with business model change YES Partially yes 

Strategic agility enables business model change NO Partially yes 

Strategic fit requires continuous goal alignment with environmental changes - - 

Utilization of Internet Technology to capture value YES YES 

Development of capability for business model innovation YES - 

Future’s thinking is needed in business model change YES YES 

Business model change demand resources YES YES 

Processes & tools need to supports the business model change YES NO 

Continuous business model innovation  - - 

Iterative processes that support ongoing business model change YES - 

Integrated Information Technology in business processes - - 

Build ability to proactively manage and utilize customer knowledge YES - 

External factors of sensing  

Key themes Case Alpha Case Gamma 

Scalability is fundamental factor for business model design YES YES 

Focus to scalability of business model and technology YES Partially yes 

Scalability is Important element in business model innovation and during economic 

disruption 

YES - 

Scalability attracts venture capital investor. Scalability is important to reach venture 

capital investor attention 

YES - 

Scalability by value combining with co-partners YES Partially yes 
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Key themes Case Alpha Case Gamma 

Relationship within the innovation network is important External 

network 

- 

Reduce threat of competition by business model that benefits all partners YES NO 

Alignment with partners, suppliers, and customers is  important YES Partially yes 

Ecosystem is important for business model success YES YES 

Focus from internal value creation activities towards value through external activities YES Partially yes 

Utilize IT to enhance communication and value co-creation with customers YES YES 

Business model has to be “differentiated, effective, and efficient”  YES YES   

Internal factors of seizing  

Key themes Case Alpha Case Delta 

Top-management commitment YES YES 

Enough decision making power YES Partially YES 

Executives that have learning behavior and skills - - 

Leaders have enough skills and competences that support proper business model 

change 

YES  - 

Identified internal leaders for business model change YES YES  

Every management choice involves fundamentally different business model -  YES  

Company culture to support business model change YES YES 

Proper organizational structure and control YES YES 

Company strategy is aligned with business model change NO Partially YES 

Strategic agility enables business model change YES  Partially YES 

Strategic fit requires continuous goal alignment with environmental changes - - 

Utilization of Internet Technology to capture value YES  YES  

Development of capability for business model innovation YES YES 

Future’s thinking is needed in business model change YES YES 

Business model change demand resources YES YES  

Processes & tools need to supports the business model change - - 

Continuous business model innovation  YES - 

Iterative processes that support ongoing business model change - YES 

Integrated Information Technology in business processes - - 

Build ability to proactively manage and utilize customer knowledge - YES 
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External factors of seizing  

Key themes Case Alpha Case Delta 

Scalability is fundamental factor for business model design YES NO 

Focus to scalability of business model and technology - YES 

Scalability is Important element in business model innovation and during economic 

disruption 

- Partially yes 

Scalability attracts venture capital investor. Scalability is important to reach venture 

capital investor attention 

- - 

Scalability by value combining with co-partners - - 

Relationship within the innovation network is important - Internal 

network 

Reduce threat of competition by business model that benefits all partners - - 

Alignment with partners, suppliers, and customers is  important - Partially yes 

Ecosystem is important for business model success - YES 

Focus from internal value creation activities towards value through external activities - Inside 

Company 

Utilize IT to enhance communication and value co-creation with customers - YES 

Business model has to be “differentiated, effective, and efficient”  -   Partially yes 

Internal factors of transforming 

Key themes Case Alpha Case Beta 

Top-management commitment YES YES  

Enough decision making power YES Partially yes  

Executives that have learning behavior and skills YES - 

Leaders have enough skills and competences that support proper business model 

change 

YES YES  

Identified internal leaders for business model change YES YES 

Every management choice involves fundamentally different business model YES YES  

Company culture to support business model change YES YES 

Proper organizational structure and control YES YES 

Company strategy is aligned with business model change YES YES 

Strategic agility enables business model change YES NO  

Strategic fit requires continuous goal alignment with environmental changes YES YES 

Utilization of Internet Technology to capture value YES YES  

Development of capability for business model innovation YES YES  

Future’s thinking is needed in business model change YES YES 

Business model change demand resources YES YES 

Processes & tools need to supports the business model change YES - 
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Key themes Case Alpha Case Beta 

Continuous business model innovation  YES - 

Iterative processes that support ongoing business model change YES - 

Integrated Information Technology in business processes - - 

Build ability to proactively manage and utilize customer knowledge YES YES  

External factors of transforming 

Key themes Case Alpha Case Beta 

Scalability is fundamental factor for business model design YES YES  

Focus to scalability of business model and technology YES Partially yes 

Scalability is Important element in business model innovation and during economic 

disruption 

YES Partially yes 

Scalability attracts venture capital investor. Scalability is important to reach venture 

capital investor attention 

YES - 

Scalability by value combining with co-partners YES NO 

Relationship within the innovation network is important - - 

Reduce threat of competition by business model that benefits all partners YES - 

Alignment with partners, suppliers, and customers is  important YES YES 

Ecosystem is important for business model success YES YES 

Focus from internal value creation activities towards value through external activities YES NO 

Utilize IT to enhance communication and value co-creation with customers YES YES 

Business model has to be “differentiated, effective, and efficient”  YES Partially yes 
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