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Abstract  
Business model literature has evolved around descriptions of legal entities, which is not sufficient 
to describe the business ecosystem as an experiential and living entity. This paper proposes a new 
business model, the contextualized business model (CBM) for an experiential, empathic and digital 
ecosystem empowering artificial intelligence. 
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Introduction 
Ecosystemic business model is becoming a keyword and topic of interest in business model research 
domain (e.g. Iivari et al., 2016). Xu et al. (2017) suggest an emergent paradigm shift from viewing 
technological platform to viewing it as a business ecosystem with real and virtual assets and actors. 
Mazhelis et al. (2013) maintain: “The business ecosystem concept helps to think about how to 
respond to the dynamic and changing business environment, and how to move towards dynamic 
and adaptive business ecosystems.”  

However, the existing ecosystem theories and business model research show that actors in the 
ecosystem still rely on and revolve around a central entity (Mäntymäki and Salmela, 2017), whether 
it is Rochet and Tirole (2003)’s platform operator or Pouttu et al. (2017)’s ecosystemic platform 
aggregator. There is limited research on a multi-actor business ecosystem, which is rarely 
controlled, emergent by nature, and increasing in intermediary roles (Powell et al., 2005). The need 
to address this research gap arises from the emergence of artificial intelligence (AI) technology 
Brynjolfsson and Mcafee (2017) and contextualized business (Wirtz et al., 2010). For instance, 
Amazon and Uber have been using AI to provide context-aware and situation-aware predictions 
(e.g. automated recommendations on products and service, and dynamic configuration of logistics) 
in the single aggregator-driven ecosystem. However, some authors argue for the importance of 
multi-actor coordinated service ecosystems (Vargo and Lusch, 2016) and open ecosystemic business 
model (Xu et al., 2017). 

This paper proposes the research on the contextualized business model (CBM) in the dynamic 
digital ecosystem, studying the concept of “experiential empathic environment” enabled by AI, 
aiming to shed light on the emergence of contextualized business within a multi-actor coordinated 
ecosystem that adapts to the user behavior and preferences with AI technology. We expect this to 
be of general interest as such cyber-physical techno-ecosystems emerge for common use. 

Approach 
A review of literature shows that recent conceptualization of business model has incorporated three 
key processes that connect business model to the business context, the value process of value 
creation and capture, the opportunity process of opportunity exploration and exploitation, and the 
advantage process (Chesbrough, 2010; Zott and Amit, 2013; Xu et al., 2017). To illustrate what a 
contextualized experiential business is, the concepts of platform business model and ecosystemic 
business model are discussed as the points of references.  

Conventionally, a “simple” market model is a common business model that the business value 
created within a market moves from buyers to sellers through a central party, the mediator or 
aggregator. This focal market model has later progressed to the simple platform model, pioneered 
by Rochet and Tirole (2003) among others. In two- or multi-sided platform groups of users and 
providers of products and services are brought together, and the multi-sided platform mediates 
their interaction (e.g. Hyrynsalmi et al., 2016). The platform operator benefits from its central role 
in coordinating the interactions and transactions through the existence of network effect: the value 
of the platform changes with the participation rates in the same side and cross side (Eisenmann et 
al., 2006). On the other hand, the network of participants creates opportunities and helps to 
optimize the costs and revenues for the efficiency of both to the different sides of the platform. This 
way the ecosystemic model expands the boundaries of a company 1) to create and capture value 
by collaborating with others (Chesbrough and Vanhaverbeke, 2014); 2) connecting companies, 
organizations, communities, and individuals for the joint development of innovations in the 
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ecosystem (Saebi and Foss, 2015) for its advantage. The 4C ecosystemic framework has been utilized 
to study the empirical phenomenon of digitalization in various sectors (Wirtz et al., 2010; Xu et al., 
2017). The framework depicts four business model typologies with specific value proposition: 
Connectivity, Content, Context, and Commerce. The 4C typology is placed as layers where lower 
layer business models are required to enable the higher layers and they serve as the foundations to 
the digital commerce. If positioning the enablers dynamically, one could expect to gain more 
advantage and better experiential fit with the needs and better benefits/profits. The framework 
bridges the service dynamic, experience-based automated provisioning, and utilization as well as 
business model value co-creation and co-capture (Xu et al., 2017) within the ecosystem. 

What is a contextualized business model (CBM)? 
Cambridge English Dictionary (2018) defines context as “the situation within which something exists 
or happens, and that can help explain it”. Context defines the environment of an entity (a person, a 
place or an object) relevant to the interaction between the applications and the users (Dey, 2001). 
Context business is originally coined by Wirtz et al. (2010) in their study of Web 2.0 business model 
typology. Its definition suggests that context-oriented business takes the advantage of the structure 
information already existing in Internet activities and to combine them with a strong personalization 
(Wirtz et al., 2010).  

This paper suggests that CBM consists context-focused value creation as the core value creation 
layer or element from the 4C ecosystemic framework. The context-focused value is central to the 
ecosystem, although Connectivity, Content, and Commerce are still essential for the dynamic 
formation of a CBM at the ecosystem level. The concept of context-awareness is key to a CBM, which 
enhances experiential service delivery via actively adapting use, access, structure and behavioral 
information, service applications and dynamic physical resources related to the context information 
(Soylu and Causmaecker, 2009). However, context-awareness is to be distinguished from situation-
awareness, which is a more concrete and immediate manifestation of contextual understanding 
(Baumgartner et al., 2010). Turunen (2015) proposed a new way of organizing focusing on the 
contextual processes of human and technology based on the shared context of consciousness. 

The AI’s application in CBM 
The AI has transformed modern business, such as context and situation prediction and this can be 
further used in dynamic configuration and allocation of physical and especially virtual resources. 
Brynjolfsson and Mcafee (2017) position AI as the most important general-purpose technology of 
today with the cornerstone development from machine learning, neural network, and sensors. 
Examples of AI regarding contextualized business are as follow: PayPal uses the intelligent agents to 
detect malware and prevent money laundering. Amazon utilizes robots and optimization algorithms 
to optimize its fulfillment centers worldwide, predicting the products a given customer would like 
to purchase from its online platform (Brynjolfsson and Mcafee, 2017). In both cases, the AI analyses 
the context and reconfigures the actors and sensors, and learns from the data. We call this 
experiential as AI can learn from the experience and adjust accordingly. 

Methodology 
The paper follows the methodology of the multi-method and interpretive case study (Walsham, 
2006). The ecosystem and hence the focal case is named as VirpaD, an innovative digital service 
project. The ecosystem of the project is developed within industry-academia collaboration of 
several companies of different sizes and four universities. The purpose is to develop digital and 
value-added end-user services for the real estate and facilities business. The ultimate goal is to 
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initiate a number of scalable businesses and a self-sustaining, dynamic and experiential business 
ecosystem. 

The development activities take place in four mini-ecosystems that focus on 1) data-driven value-
added services for users of buildings and 2) collecting, refining, and analyzing data collected from 
the people using the building to promote their well-being. The underlying idea is that commercial 
building hosts a business ecosystem, where diverse actors provide services for the people and 
organizations using the building. By efficiently utilizing the data collected from the users by different 
actors of the ecosystem, it is possible to create business cases and value propositions dynamically 
on an experiential base. More specifically, the research focuses on studying the narrative reality 
(Bruner, 1991) of the actors of the ecosystem, the entanglements of the technology on the other 
side and the user experience on the other unfold in the context of the organization (ecosystem in 
this case) which the narratives (Bruner, 1991) convey.  

This kind of contextualized ecosystem is difficult to study by relying solely on observations. Thus, 
the research applies organizational ethnography (Alvesson and Sköldberg, 2017) and interpretive 
methods. According to Barad (2007) the non-human (such as technology, business models), and 
human material are intertwined or entangled.  In the case of CBM, interactions shape the individual 
agents (AI, technology, social, and etc.) which can momentarily share a view to the ecosystem but 
cannot understand the whole picture as their positions of individual players are limited (Barad, 
2007; Garud and  Turunen, 2017). These interactive processes, however, change the agents, which 
in turn affect the ecosystem. The empathetic building ecosystem focuses on studying the narrative 
reality (Bruner, 1991) of the ecosystem players enabling the experiential reality to be acknowledged 
in the ecosystem study. The empirical data was collected from the stakeholder workshop in 2018. 

Key insights 
Building on the literature review and the data from the stakeholder workshop, the paper identifies 
that CBM is not always restricted to the incremental order in the 4C ecosystemic framework for 
digital business (Figure 1). In fact, in the contextual ecosystems, the focus is not only factors 
(entities) but also their processual co-development (Garud and Turunen, 2017) and entanglements 
(Barad, 2007) such as new service proposals. 

 
Figure 1. Contextualized business model and the affecting factors 

The research outset shows that on the service provisioning side, social and digital domains are 
central factors to CBM. The social domain focuses on the social environment and identify emerging 
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trends and adapts the experiential ecosystem to these. This helps business to further understand 
their customers’ needs and wants and dynamically adjust to the needs. In a contextualized business, 
the central factors are coming from the social domain (together with digital domain) where the 
social needs, social behaviors and social adoption towards digital and contextualized business (e.g. 
powered by AI) are important and in fact developed as entangled (Barad, 2007). The digital domain 
stands for the content, data and digitalized services that are supported by the technical 
infrastructure. For instance, whether it is the copyrighted, co-created or system-generated data for 
the creation of predictive analytics and on-demand content for contextualized services. The digital 
domain is associated with the context and content elements of the 4C framework. 

The ethical, regulatory and physical domains are considered as auxiliary factors that are 
exogenous to CBM. For example, in AI-powered business, customer privacy is becoming a heated 
topic on how a business should retrieve, store and utilize any contextual and personal data in an 
ethical way which arises from the ethical domain. The regulatory domain in contextualized business 
is related to the privacy issues. One example is the General Data Protection Regulation (GDPR) that 
is a regulation in European Union’s law on data protection and privacy for all individuals in EU. In 
digital and contextualized business, regulations like GDPR determines whether a business or 
business model is viable and scalable. Physical domain establishes the physical infrastructure of a 
digital business. This can be hardware, devices as well as the physical space such as building 
premises that set the foundation for “experiential environment”. It also relates to the connectivity 
element in the 4C framework. 

On the service utilization side, in addition to the 4C ecosystemic elements (Connectivity, Content, 
Context, and Commerce), the experience model (factor) is showing the importance in shaping the 
value creation and capture of the CBM. Together with context factors, experience model creates 
personalized value and unique customer experience when people interact with digital system and 
services. These two factors are considered as central factors of the CBM since personalization and 
service contextualization are increasingly gaining attention in digital business. 

The factors of connectivity, content and commerce can be seen as auxiliary factors, since they 
do not play a critically defining role in what a contextualized business is (and what is not), yet they 
are essential and indispensable for the formation of digital business ecosystems which are inclusive 
of businesses that create and deliver context-focused experiential value and can dynamically adjust 
as the core value propositions. 

Discussion and conclusions 
The ecosystem literature has evolved from entity models towards process models while business 
model research develops from single actor-driven model to multi-actor coordination model, such as 
in CBM and its ecosystem. This paper presents the case study of a context business ecosystem of 
the experiential and empathic environment. The narrative method enhances the pockets of 
innovations in the experiential domain on interlinked technology and human experience.  

The paper makes several contributions: First, it extends the business model literature by 
proposing the CBM within digital ecosystem. The new model expands the extant literature (Wirtz et 
al., 2010; Xu et al., 2017). Second, the paper contributes to the interpretive multi-case study 
literature (Walsham, 2006), expanding the methodological understanding of studying intertwined 
experiences of technology and social systems in a dynamically adjusting ecosystem context. 
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