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Abstract The many definitions of business models can be summarized into two distinct approaches, the static and the trans-
formational. This paper proposes a third approach, namely a dynamic approach to business models and argues that the flexible
and adaptive nature of business models can be developed further based on the industrial network approach. The business model is
embedded in business contexts and business networks, and is dependent on changes in the business environment. Due to these
mutual dependencies between business network actors, and in the pursuit of new capabilities and resources, the business model
may also build on co-production, collectivity and sharing, and be utilized by the many actors embedded in value networks. This
differs from the traditional view, in which companies create value independently of each other. A networked, flexible, and co-
produced business model offers a novel tool for strategizing turbulent business environments.
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The business model concept is widely used among practitioners
across industrial fields. Since 1990, there has been an increase
in scholarly publications on the topic and the concept has been
a target of debate among scholars, mainly concerning the def-
inition of the business model and its key elements (DaSilva and
Trkman 2014; Zott et al. 2011). The research on business
models is quite vigorous, with different definitions, conceptu-
alizations, and constructs (for thorough literature reviews, see
George and Bock 2011 and Zott et al. 2011). Scientific contri-
butions have been made to several different research streams,
such as entrepreneurship, strategic management, and innova-
tion. However, researchers continue to explore “the black box”
of business models (Zott et al. 2011) through combining differ-
ent perspectives, such as capabilities (Battistella et al. 2017),
change management and dynamics (Achtenhagen et al. 2013),
strategy-as-practice (Hacklin and Wallndfer 2012), innovation
and reconfigurations (Spieth et al. 2016), as well as experimen-
tation and learning (Andries et al. 2013), to name a few recent
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examples. Even though interesting research results on business
models have been reported, there is a lack of consensus
concerning the theoretical underpinnings of business models
(Arend 2013; Hedman and Kalling 2003; Schweizer 2005).
More contributions, especially conceptual and theoretical, are
called for in the disciplines of marketing (Simmons et al. 2013)
and strategy (DaSilva and Trkman 2014).

A business model is generally defined as the logic of the
firm, the way it operates and how it creates and captures value
for its stakeholders (cf. Casadesus-Masanell and Ricart 2010);
it is also referred to as a “blueprint” for running a business
(Osterwalder et al. 2005). Business models are rather abstract
constructions that work as conceptual tools rather than opera-
tional tools and therefore, in the literature on business models,
the use of business models as tools for strategizing has been
touched on less often. Attempts have been made in the field of
entrepreneurship, to explain how experimentation during un-
certain periods, takes place in conjunction with opportunity
identification, which subsequently translates into viable busi-
ness models (Andries et al. 2013). However, the question of
how business models should adapt to changing conditions in
various industries or specific markets is still unanswered.

When firms, e.g., in the technology intensive industries
witness technological advancements, regulatory upheaval,
and also experience the fierce pace of change in media con-
sumption behavior among end-customers, they must deploy
flexible and rapidly changing business models. Such business
models are crucial to keep, or consciously alter, their market
and network position, as new entrants seck to enter the market.
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Cuthbertson et al. (2015) describe how the entrant Apple by
deploying a flexible and evolving business model, which did
not constrain the company to any particular industry, business
area or activity, eventually led to large changes in the mobile
phone industry. Simultaneously, the industry witnessed a me-
dia convergence, i.c., the merging of content into digital plat-
forms (cf. Fidler 1997; Jenkins 2004; McPhillips and Merlo
2008), and the advancement of digital technologies allowing
end-users to access content through any device, at any time,
and from any place. This shift could also be observed in terms
of how people then started to consume media content - via
portable devices such as tablets and smartphones (cf. Tilson
and Lyytinen 2006; West and Mace 2010; de Reuver et al.
2013). The business model deployed by Apple (in the case
of mobile phones) illustrates the notion of business models as
vehicles for shaping the architectures, markets, and marketing
activities of new industries (Brusoni et al. 2009; Doganova
and Eyquem-Renault 2009; Pisano and Teece 2007). Thus,
Apple’s business model prepared the way for the development
of apps and other digital mobile services. Such a perspective
can, for example, be easily connected to the research stream
on entrepreneurial opportunities (see e.g., Alvarez and Barney
2010).

The business model as a concept clearly has a purpose
among both practitioners and scholars, even though re-
searchers, especially DaSilva and Trkman (2014), have criti-
cally discussed the concept, questioning whether it has a clear
role in strategic management literature. The discussion on
business models in the domain of marketing has, however,
mainly centered on innovation (Teece 2010) and value net-
works (Chesbrough 2006; Sandulli and Chesbrough 2009). In
contrast, in this paper, we discuss approaches to business
models with the aim of contributing to the marketing disci-
pline. The issue of flexibility and adaptability in business
models is addressed (a) by discussing different approaches
to business models and (b) by defining the dynamic nature
of business models, and (c) by particularly reflecting on the
networked and embedded nature of business models. After the
prerequisites for dynamic business models have been
outlined, it is possible to plan the marketing function more
carefully. Thus, we have developed a conceptual framework
and then outlined directions for future research.

Defining the business model concept

The concept of the business model is generally viewed as
poorly defined (Chesbrough and Rosenbloom 2002;
Mahadevan 2000; Morris et al. 2005; Zott et al. 2011). The
various definitions use wording such as: narratives or stories
that explain how firms work (Magretta 2002), representation
(Morris et al. 2005; Shafer et al. 2005), schema (Clarke and
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Freytag 2011), mental model (Storbacka and Nenonen 2011),
structural template (Amit and Zott 2001), recipe (Baden-
Fuller and Morgan 2010), device (Magretta 2002; Doganova
and Eyquem-Renault 2009), statement (Stewart and Zhao
2000), method (Afuah and Tucci 2001), pattern (Brousseau
and Penard 2006), and business architecture (Timmers 1998;
Dubosson-Torbay et al. 2002; Ballon 2007). However, the
most common description of a business model is associated
with the logic of the value creation of the company (Ghaziani
and Ventresca 2005), and specifically with how money is
made through positioning in the value chain (Afuah and
Tucci 2001; Chesbrough and Rosenbloom 2002; Magretta
2002). Amit and Zott (2001) highlight designing content,
structure, and governance with the goal of creating value
through the exploitation of business opportunities.

The business model is thus used to explain complex pro-
cesses that capture (Chesbrough 2007), create, and share
(Doganova and Eyquem-Renault 2009) value. The discussion
on value creation positions business models as being close to a
company’s emergent strategy making (Ghezzi et al. 2005). In
a sense, business models can be understood as an abstraction
of strategy. In fact, Seddon et al. (2004) argue that any single
strategy can be achieved through different business model
configurations, while Richardson (2008) explicitly considers
business models as an articulation of strategy, and Teece
(2010) positions business models at the core of strategy.
Strategy entails the pursuit of reaching a desired goal and is,
therefore, automatically an activity causing change. Zott et al.
(2011) summarize four common themes in defining business
models, namely (a) business models emerging as a new unit of
analysis, (b) business models emphasizing the system level,
that is, holistic approaches to explaining how firms “do
business”, (c) firm activities influencing conceptualizations
of proposed business models, and (d) business models seeking
to explain how value is created. However, the literature on
business models not only centers on definitions and descrip-
tions, but also on identifying the elements (Osterwalder et al.
2005) and building blocks (Battistella et al. 2017, DaSilva and
Trkman 2014; Zott et al. 2011) of business models.

Approaches to the business model concept

The theoretical bases of the business model concept are
fragmented. Most research on business models is based on
entrepreneurship theories. The resource based view and
theories on transaction costs have also emerged as potential
theoretical stances for theorizing on business models, but are
criticized for failing to capture the whole picture. Building on
a Penrosian point of view, Demil and Lecqoc (2010) distin-
guish between two different approaches to business models,
namely the static and the transformative approaches. The
authors point out that the two approaches are
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complementary rather than conflicting, and fulfil different
functions. Both approaches underline change and take as a
starting point the study of the evolutionary processes of
business models, which is, per se, a very specific goal. One
of the main contributions is the focus on the interplay and
relationships between the elements of business models. In
the next sections, we first describe the approaches suggested
by Demil and Lecqoc (2010) and then based on these view-
points we continue by distinguishing between the potential
theoretical bases, in order to suggest novel, complementary
approaches to the business model concept.

The static approach to business models

The notion of business models offers both practitioners and
academics a tool for sense-making and strategizing. In a sim-
ilar vein to the definitions presented above, Demil and Lecqoc
(2010) view business models as blueprints or recipes, which
assist managers in conceptualizing the value creating activities
within the firm. Demil and Lecqoc (2010) refer to this as the
static approach; it allows typologies to be constructed in order
to study the relationships between, e.g., business models and
performance. For managers, such a point of view gives a con-
sistent picture, for example, of the components and how they
are arranged in the business model. The focus is on the word
‘model’. One challenge with the static approach is the lack of
description as regards any process of evolution within the
business model (ibid.).

The transformational approach to business models

The second approach to how the business model concept is
used is referred to as the transformational approach, indicat-
ing that the business model serves as a tool to address change.
This approach shifts the focus towards innovation both within
the firm as well as the business model per se. Business models
have been identified not only as vehicles for innovation but
also as subjects of innovation (Zott et al. 2011). The transfor-
mational approach assists managers when reflecting on how
they can change and develop the business model. The ap-
proach thus focuses on single business models and how they
evolve, and, simultaneously act as practical tools for strategy
among the company’s managers. In this approach, there is,
however, a danger of focusing on the business model compo-
nents rather than taking a holistic view or analyzing the inter-
action between the components (Demil and Lecqoc 2010).
The ongoing dynamics in business models are created by the
interactions between and within the business model
components. The interaction between the components
intrinsically affects the outcomes and building blocks of the
business model. In the transformational approach to business
models, Demil and Lecqoc (2010) move towards a networked

structure, where each component relies on every other
component.

However, even though relationships between components
become a focal point in understanding business model change,
Demil and Lecqoc (2010) only briefly touch upon relation-
ships between the actors associated with the business models,
both internal and external to the studied business model.
Nevertheless, it is evident in the case study that different actors
affect the outcome of, e.g., managerial decisions and actions
taken to develop the business model. The business model is
considered to be in a permanent state of transitory disequilib-
rium, leading to great pressure on the competence of managers
to maintain or improve its performance. There is still much to
explore in terms of the factors affecting managerial decisions
concerning the business model, both from an internal and
external perspective.

The emerging research combining business models with
the industrial network approach, highlighting relationships
and interaction between companies (Calia et al. 2007,
Mason and Spring 2011, Palo and Téhtinen 2013) has poten-
tial to add to our knowledge of the transformative approach to
business models. We thus turn next to the networked business
model approach.

The network approach to business models

Guiding and shaping actions within and between actors has
emerged among industrial network researchers as a recent
focus concerning business models (Mason and Spring 2011,
Mason and Mouzas 2012, Coombes and Nicholson 2013,
Palo and Téhtinen 2013, Bankvall et al. 2016). Ghezzi
(2013) noted that the focus of researchers has shifted from
single firms to a network of firms, transforming the concept
of business models from a rather monolithic entity to a multi-
faceted concept. Mason and Spring (2011) challenged re-
searchers to explore business models beyond the dominant
firm level of analysis and more towards the network level.
In fact, one characteristic of a business model is that it is
centered on a focal firm, although it has wider boundaries than
that of the firm (Zott et al. 2011). Similarly, the literature on
open business models strongly recognizes the interaction and
relationships between actors as it describes value creation and
capturing through systematic collaboration with outside part-
ners (Osterwalder and Pigneur 2010). This discussion focuses
on the integration of external resources and exchange with
partners and how this creates additional value (Chesbrough
2006). Frankenberger et al. (2013) have called for more re-
search on the configuration of the networks and their impact,
especially on open business models.

In the business network context, business models are in-
vestigated as a combination of multiple and diverse design
dimensions and interrelations. The industrial network ap-
proach entails companies not being independent from each
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other (Hékansson 1982; Hakansson and Snehota 1995), but
engaging in activities with other companies and establishing
relationships with those actors forming the business networks.
In this context, the company is not isolated from events taking
place in the network, nor from other actors. Rather, the com-
pany is embedded in dynamic business networks (Gadde et al.
2003), which evolve over time, and where changes to one part
of the network will cause changes to its surrounding structure
(Halinen et al. 1999). The company is created through the
relationships and the interactions it has with other actors
(Mason and Spring 2011; Palo and Tahtinen 2013). Taking
into account that a business model may be based on a specific
company, the network approach to business models depicts
business models as not being able to be exclusively under-
stood based on an individual company (Freytag and
Munksgaard 2017). A business model is created in an inter-
action between companies and based on the relationships that
a company has with other companies, as well as how other
companies relate to the focal company (Mason and Spring
2011). For instance, Calia et al. (2007) explore business model
reconfigurations and show how technological innovation can
result in changes in the company’s operational and commer-
cial activities, and how business networks can provide the
resources necessary for such reconfiguration.

The network approach to business models emphasizes the
fact that business models cannot be understood solely from
the inside, but must also take the business context into ac-
count. This includes: (a) activity flows within and between
companies, (b) relationships between individuals within the
company and between companies, and (c) resource connec-
tions within and between companies (Freytag and
Munksgaard 2017). Taking a network perspective on business
models allows researchers to explore how business models
can be formed and practiced as well as how they evolve; this
perspective provides a theoretical lens, especially for the trans-
formative approach to business models. The network ap-
proach builds on extensive research on the dynamic nature
of business networks (cf. Abrahamsen et al. 2012; Anderson
et al. 1998) and places change and evolution at the core. The
transformational approach to business models entails the same
characteristic, namely the ‘constant state of becoming’ which
thus provides the basic assumption when moving towards
exploring business models in a networked setting.

Towards a dynamic approach to business
models

The transformational approach to business models focuses on
evolution and change. Business model scholars have present-
ed a variety of research findings and thoughts describing the
evolutionary characteristics of business models, and specifi-
cally their elements, i.e., business model agility (Battistella
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et al. 2017), business model innovation (DaSilva and
Trkman 2014; Gambardella and McGahan 2010; Spieth
et al. 2014), business model evolution (Cavalcante et al.
2011; Morris et al. 2005), business model reconfiguration
(Chesbrough 2010; Forkmann et al. 2017; Sandstrom and
Osborne 2011), business model redesign (Osterwalder
2004), as well as reshaping, adjusting, redefinition, and adap-
tation (Teece 2010). In addition, Kavadias et al. (2016) pro-
posed a transformative business model, which demonstrated
the ability of business models to change the business
environment.

The research stream on change agrees on the need for trans-
formation and a constant revision of the business model over
time. Successful companies, which have operated for some
time, risk failure if they continue with activities without
adapting their business model to changes, for example, in
competitive situations (Doz and Kosonen 2010; Osterwalder
and Pigneur 2010; Teece 2010).

Based on the discussion above, we can deduce two major
thoughts, firstly that (a) business models are dynamic and
change over time, and secondly that (b) as the company does
not act in isolation, but is rather embedded in business net-
works, the surrounding business environment affects the busi-
ness model of a single company to a much higher degree than
so far recognized in the business model literature. In the next
section, we discuss the main drivers of dynamic business
models, namely (a) change, as in changing business environ-
ments, (b) adaptability and capabilities, and (c) flexibility, as
demonstrated by the repositioning and reconfiguring of the
business model. We then continue to reflect on the factors that
can direct research on static and transformative business
models towards the dynamic approach to business models.

The business context in transition and its impact
on business models

Examples of disruptive and changing business environments
can be found in many fields. We use here the information and
communications technology sector and especially telecommu-
nications as an example, taking into account its ongoing par-
adigm shift. The 5th generation (5G) of mobile communica-
tion systems is foreseen as encompassing novel features that
are not present in the existing mobile communication systems.
One such feature is the integration of vertical industries into
mobile communication systems. These verticals include ener-
gy, media and entertainment, health, factories, and the auto-
motive industries (SG-PPP 2016). This integration will trans-
form an environment that was once purely based on bilateral
relationships between mobile operators and their customers,
into a universe of specialized companies providing services at
different positions in the value chain. The ability for these
companies to identify their source of revenue will be one of
the key prerequisites for a successful rollout of 5G. From a
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regulatory perspective, the integration of verticals will require
the monitoring of specific harmonization measures required
for commonly used cases, as well as a review of the spectrum
regulations applicable to verticals, to assess whether they are
5G compatible or not (ECC 2017). Such changes will chal-
lenge the way existing companies address the market through
their business model.

In 1998, Gaines had already noted that convergence was
promoting a trend towards vertically integrated companies
and alliances. In technologically advanced markets, a motiva-
tion for vertical integration is often the need to seize a new
opportunity (Kavassalis and Lehr 2000). Vertical integration is
often viewed as a strategy to protect, exploit, or extend market
power and may also be used to develop complementary skills.
Thus, for some decades, the changes within ICT and telecom-
munications have been referred to using the concept of con-
vergence. Borés et al. (2003), p. 1) suggested one of the early
definitions of convergence, namely “a process by which the
telecommunications, broadcasting, information technologies
and entertainment sectors (collectively known as ICT —
Information and Communications Technologies) may be con-
verging towards a unified market”. The concept has been used
in different ways and for different purposes, e.g., combining
technologies and consumer devices (Adner and Levinthal
2000, Shepard 2000), digitalization within media (Yoffie
1996), and the blurring of industry and market borders be-
tween telecommunications, information technology, and the
media (Borés et al. 2003; Fransman 2000). The ICT sector
and related business environments as well as ecosystems are
constantly changing, and the value companies seek to create
and capture seems to evolve in line with the new business
opportunities that arise.

The dynamic nature of the business environment can be
depicted as that of companies constantly having to re-
evaluate and re-negotiate their business models; this can be
done by either adapting them to the current business environ-
ment, or by directing and shaping the future business
environment. Christensen (2003) and Markides (2008) show
the difficulty companies have in transforming their business
model as the market changes or is disrupted. It is noteworthy
that the static and the transformational approach to business
models do not address the business model’s ability to adapt to
the changing business environment. All adaptations to market
conditions and external events do not have a transformative
nature, but are rather incremental and are more related to fine-
tuning parts of the business model. According to Christensen
(2003), successful companies manage to respond well to in-
cremental changes in their markets. However, disruptive in-
novation creates entirely new markets, and is considered a
weaker starting point for large companies (ibid.).

The example given above, not only affects both the busi-
ness environment of companies but also their ability to stay
competitive in their markets. It also affects the end-users or

consumers, as their behavior and expectations tend to change.
The ICT and telecommunications sector has its own qualities
and attributes as regards what drives change, but they are not
very different from those taking place in other business fields,
where technology plays a role. As communication is facilitat-
ed and information becomes available, the disruptive and con-
vergent nature of the advancements in technology signal the
need for all technology-based industries to pay attention to
their business models and their dynamic nature. New entrants
tap into these advancements and cause disruption; examples
include Airbnb and Uber, both of which build on a matchmak-
ing platform and thus benefit from connectivity. Netflix ben-
efits from digitalization and leveraging user data to provide a
rich customer experience, while Twitch.tv taps into the social
dimension of human beings as well as consumers’ (technical)
ability to produce content. These business models consist of
unique elements, which must evolve alongside technological
advancements, such as the increased use of mobile streaming
to access digital content (cf. the Digital News Report 2017
issued by Reuters Institute at the University of Oxford). In
the wellbeing sector, consumers may use apps, €.g., to exer-
cise or do yoga at home, often together with an instructor and
other participants (via a video connection).

So far, research has given scant attention to using business
models to direct or directly shape the business environment
(cf. Johnson et al. 2008). Kavadias et al. (2016) developed the
notion of transformative business models, which have the
ability to transform industries if (a) new entrants use the model
to displace incumbents and/or (b) competitors adopt it.
Examples can be found in current phenomena, for instance,
the sharing economy (cf. Codagnone et al. 2016). Newcomers
such as Airbnb, Taskrabbit, and Uber have built business
models that rely heavily on the activities of consumers and
the co-production of products and services. Kavadias et al.
(2016) found the characteristics of transformative business
models to be the following: (a) personalization, (b) a closed-
loop process that replaces a linear consumption loop, (c) asset
sharing, (d) usage-based pricing, (¢) a collaborative ecosys-
tem, and (f) an agile and adaptive organization. These charac-
teristics can, in one way or the other, be observed in the busi-
ness model examples of Airbnb, Taskrabbit, and Uber.
However, new technology cannot transform an industry un-
less a new business model can be linked to an emerging mar-
ket need.

Adapting the business model to the shifting business
context

Both practitioners and scholars are still perplexed by how, why,
and when to adapt business models according to the changing
logic of the business environment. There is a clear need to
complement business model research with a processual view
and methodology, following the work of Van de Ven (1992) and
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Pettigrew (1997). Adaptability is perhaps the aspect most often
discussed in relation to business model agility and reconfigura-
tion, and refers to the incremental changes made to existing
business models. However, the notion of adapting business
models based on changes occurring in the business environ-
ment goes much deeper than that. Adapting includes having
the ability and capability to continually develop, strengthen,
and modify the business model when an opportunity or threat
arises. Strategic agility, i.e., the ability to dynamically revise or
reinvent the company and its strategy (Fartash et al. 2012) is
thus required. This includes adapting to unforeseen changes in
the business environment in a timely manner. Strategic agility is
the dynamic process of anticipating or adjusting to trends and
customer needs while still following the company’s vision
(Fartash et al. 2012). Being strategically agile is at the core of
adaptability, as it encompasses developing the ability to dynam-
ically revise or reinvent the business model according to the
changes in the business environment (Doz and Kosonen 2010).

The notion of adaptability and changing business environ-
ments thus leads us towards one of the main themes that has
perplexed business model researchers for decades, namely
strategy. The relationship between business models and strat-
egy theory divides opinions, as it is still not clear how business
models emerge from strategy (Arend 2013; Schneider and
Spieth 2013). Neither is it clear how business models evolve
with strategy (Spieth et al. 2016, Zott and Amit 2008), which
means that our understanding of the mutual dependencies and
cause-cffect relationships between business models and strat-
egy are still fragmented and limited. It has even been sug-
gested that the business model concept has a cannibalizing
tendency towards other management terms, such as strategy
(DaSilva and Trkman 2014).

In organizational management literature, adaptability refers
to an organizational capacity to redefine the underlying char-
acter of a company in response to large-scale change (Denison
and Mishra 1995). Adaptability also requires the capacity to
interpret signals and adjust the organization accordingly; “an
effective organization must develop norms and beliefs that
support its capacity to receive and interpret signals from its
environment and translate these into internal cognition, behav-
ioral, and structural changes” (Denison and Mishra 1995, p.
215).

Adaptability is also concerned with reactions, i.e., the
company’s reaction to such events as opportunities or
threats, new entrants appearing on the market or a shift
in consumer trends. In such cases, the company may
adapt fully to the new environment, for example, by re-
placing its old business model with a new one, or semi-
adapt by reconfiguring the original business model, or
perhaps not adapt at all (no changes/static business mod-
el). More research is called for on organizational out-
comes produced by the adaptability of business models
to changes in the business environment.
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Capabilities and conditions for changes in business
models

Continually and successfully shaping and reshaping, adapting,
renewing, and configuring the underlying business model is a
prerequisite for successful organizations (Osterwalder and
Pigneur 2010). Continuous change also prohibits the company
from suffering from inertia regarding change (Achtenhagen
et al. 2013). An important aspect concerning the literature on
change in business models is the notion that strategizing plays
a crucial role in the changes made to business models
(Casadesus-Masanell and Ricart 2010). Business models can
be viewed as sets of relationships and feedback loops between
variables and their consequences. The purpose of strategic
management is to develop these into virtuous cycles, leading
to the evolution of the chosen business model. However,
change and innovation in business models is not sufficient
as a means of staying competitive; business models must
evolve adaptively and consistently with the firm’s evolving
economic, ecologic, social, and technological environments
(Chesbrough 2007; Morris et al. 2005).

Capabilities are a core concept of business models, and
often used to explain their success and management. In highly
uncertain environments, companies depend on continuously
reconfiguring their capabilities as well as adding new capabil-
ities (Sirmon et al. 2008). Dynamic capabilities describe and
explain the company’s resources that distinguish it and are
difficult to imitate, and most importantly, enable the firm to
change by shaping and adapting to the environment (cf. Teece
2007). Capabilities are the know-how that is retained, main-
tained, and developed by an organization over time (Mason
and Spring 2011). Dynamic capabilities provide an evolution-
ary perspective and imply constant change, and are closely
linked to the transformative approach to business models. It
is essential to draw more attention to critical capabilities in
business model research, especially as there is an emerging
research stream studying value networks; this research is
based on the fact that a firm may access and utilize competi-
tors’ capabilities through its business networks and follows
the work on indirect capabilities by Loasby (1998) (cf.
Araujo et al. 2003; Araujo and Novello 2004; D'Adderio
2001; Mason and Leek 2008; Mason and Spring 2011;
Teece 2007).

Changing an existing business model also imposes restric-
tions. Arend (2013) identified the restrictions imposed by path
dependencies (Cavalcante et al. 2011), institutional constraints
(Hargadon and Douglas 2001), constraints caused by culture
and leadership (Morris et al. 2005), and restrictions caused by
the effects on the value chain of the rest of the industry
(Gambardella and McGahan 2010). There is still much to
explore concerning how business models are used in a strate-
gic sense and as a tool to position the company in relation to
incumbents, in the value chain or value network, in order to
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stay at the forefront in the changing business environment,
and in order to shape the market. Achtenhagen et al. (2013)
identify three capabilities for successful shaping, adaptation,
and renewal of business models, namely (a) an orientation
towards experimenting with and exploiting new business op-
portunities, (b) a balanced use of resources, and (c) achieving
coherence between leadership, culture, and employee com-
mitment, which together shape key strategizing actions.

Flexibility as a method of repositioning in changing
business environments

In order to understand the meaning and implications of the
relationship between a company’s business model and its
changing business environments, it is necessary to consider
the concept of flexibility. Farrell and Oczkowski (2002) argue
that business models must be flexible and adaptable,
especially if they aim at fostering innovation. Mason and
Mouzas (2012) proposed the concept of flexible business
models, and this concept has become inherently linked to
the network approach to business models and the question
of how best to utilize the business network’s resources.
According to Mason and Mouzas (2012) flexibility refers to
the firm’s capability in (a) integrating the considerations of
end-customers, and (b) accessing resources without corporate
ownership. They assume that business model flexibility is
likely to be dependent on the interaction between the business
model architecture and the business model focus. Flexibility
thus refers to the ability of the network to sense and respond to
market changes initiated by end-customer preferences. This is
similar to Sanchez and Mahoney (1996) view on flexibility,
namely the company’s ability to reposition itself in a market
and to dismantle its previous strategies to meet new customer
needs.

Mason and Mouzas (2012) approach business models as an
outcome of the relationships between companies, or actors in
business networks. The concept of a flexible business model
is, however, not representative of either the static or the trans-
formational approach to business models identified by Demil
and Lecqoc (2010). Even though the flexibility concept high-
lights the relevance of the network approach to business
models, it does not address the notion of dynamics (constant
change) in business networks, nor does it acknowledge busi-
ness networks as being embedded in specific business con-
texts. Nevertheless, the notion of flexible business models
denotes the dynamic and adaptive nature of business models,
and may very well be a tool for studying how business models
become a tool for strategizing. Flexible business models
should also be extended to both the level of the firm and the
individual employee; they should be studied further in order to
evaluate how and whether flexible business models allow
companies to strategize and position themselves on the

market, and thus build further on the research into strategy-
as-practice (cf. Hacklin and Wallnofer 2012).

The dynamic approach to business models

Based on the identified drivers affecting business models,
we propose a third approach in addition to the static and
transformational approach, namely the dynamic approach
to business models. The dynamic approach to business
models relies on (a) the networked nature of business
relationships (the network approach), (b) strategic agility
and adaptability, as well as (c) flexibility, as defined in the
previous discussion. Table 1 summarizes the different ap-
proaches to business models. The dynamic approach to
business models implies a state of always becoming; thus,
the ‘perfect’ and ‘unique’ business model is not the goal
per se. Rather, the business model is and should be adap-
tive, changeable, and flexible, and created in conjunction
with the firm’s business partners, network actors and other
stakeholders (in some cases also end-users and con-
sumers). This allows companies to navigate fast moving
business environments, in which forces such as conver-
gence processes, regulatory aspects, and technological ad-
vancement cause turbulence and temporal positions on the
market as well as in the business networks. Radical or
disruptive innovation is a natural characteristic of the dy-
namic approach to business models.

The dynamic approach to business models becomes
very relevant in the context of the ICT and telecommu-
nications sector, where technological development in the
fields of communication shape and shift focus rapidly on
markets. The introduction of 5G is expected to fuel the
Internet of Things (IoT), connecting billions of devices
and sensors. Future visions of IoT encompass new mar-
kets and disruptive rather than incremental innovations.
However, the actors in such business environments are
perhaps accustomed to constant and rapid technological
development and its consequences. Although technology
development is not always driven by end-user needs,
Mason and Mouzas (2012) explicitly view changes in
end-user preferences as drivers and antecedents of flexi-
ble business models. Technological change is a social
process, which involves several actors and stakeholders,
such as producers, governments, and regulators. The dif-
ferent stakeholders must be taken into consideration
when developing, adapting, repositioning, and
reinventing business models; thus, making the whole is-
sue much more complex than any single business model
label or title is able to convey. Therefore, the dynamic
approach addresses a multitude of issues related to dif-
ferent levels of embeddedness (macro, meso, and micro)
in the business environment.
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Table 1 Approaches to business models

Approach to Static approach Transformational Network Dynamic

business models approach approach approach

The business model
aids managers in conceptualizing
value creating activities in
the company.

Description of
the approach

change.

Focus of the
approach

The focus is on the configuration of the
business model elements
that produce performance.

The business model
serves as a
tool to address

The focus is on
the managerial
issues related

The business model The approach builds

is created in interaction further on the
between companies and based on  transformative
the relationships and network approach

that the company has with other to

companies, and how business models

other companies relate to the encompassing

focal company. embeddedness in the
business
environment, constant
change,
and technological
development.

The focus is on business
networks as embedded
in the business

The focus is on the
business relationships
and interaction between actors in

to changing the a business network. environment.
business models. The business models are
based on adaptability,
strategic agility, and
flexibility.
Implications of ~ Value is created independently by the Value is created Business models and The approach entails
the approach business actors in the ecosystem. independently subsequent value accessing
by the business are co-created in the indirect resources
actors in the interaction and exchange be- through,
ecosystem. tween business network actors. e.g., shared or collective
business models, and
customer
co-created business
models.
Value is co-created be-
tween different actors.
Level of analysis Firm Firm Relationship Network Network
References Amit and Zott (2001) Afuah and Tucci Bankvall et al. (2016) This paper
Baden-Fuller and Morgan (2010) (2001) Calia et al. (2007)

Chesbrough and Rosenbloom (2002)
Demil and Lecqoc (2010)
Magretta (2002)

(2010)

(2009)

Demil and Lecqoc

Doganova and
Eyquem-Renault

Coombes and Nicholson (2013)
Mason and Mouzas (2012)
Mason and Spring (2011)

Palo and Téhtinen (2013)

Zott et al. (2011)

The dynamic approach identifies change, adaptability, and
flexibility as the basis of business models. It differs from the
transformative approach by going beyond the firm as the fo-
cus and placing the emphasis on the business environment and
business network, in which the company is embedded; this
approach also includes how the company may use the re-
sources and capabilities in the network to dynamically man-
age its own business model. The dynamic approach to busi-
ness models spans the boundaries of the company’s business
model, by taking networked partners, competitors, and other
stakeholders (business models, capabilities, resources, rela-
tionships, and networks, etc.) into account, as well as events
taking place in the surrounding business environment.

@ Springer

The dynamic and networked actor: Shared
and collective business models

The dynamic approach to business models also recognizes
shared or collective business models, which are co-created
by several companies or business network actors. The notion
of shared or collective business models can be traced back to
Hakansson and Snehota (1989a, 1989b), who argued that
companies do not exist in isolation, but are rather connected
through relationships and embedded in the business environ-
ment. This means that even though a firm may initiate internal
development it is not possible to realize such development in
isolation from the business environment. Companies must
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maintain a variety of relationships with other actors (Dwyer
et al. 1987; Powell et al. 1996). Value is often co-produced in
interaction with business partners and network actors, which
means that the company is also restricted by their value
network. Interdependencies between actors in value
networks imply that there is also interdependency between
the business models of different actors. For instance, Freytag
and Clarke (2012) argue that even though companies want to
change and adapt to business conditions, it may be difficult, as
other companies will have formed certain expectations based
on the company’s previous activities and actions.

The business network actors strategize, as they collectively
agree on and design their business models. Collective business
models may emerge over time, creating a business ecosystem.
The essence of these ecosystems is collaborative agreement
(Adner 2006) and the members of the business ecosystems
evolve symbiotically (Rong et al. 2015). In dynamic and tur-
bulent business environments, collective business models
may very well serve a purpose for companies who struggle
with their market position and keeping pace with changing
market conditions.

As companies are embedded in a number of relationships,
their business model will also be embedded in other compa-
nies. Individual companies cannot change their business mod-
el without taking their business partners into consideration.
Parolini (1999) defines this embedded context, or value net-
work, as a set of activities linked together with the aim of
delivering a value proposition to the end-user. The exchange
patterns that take place within the value network are at the
very core of defining business models. Chesbrough and
Rosenbloom (2002), Magretta (2002), and Teece (2010) take
a stance on companies acting independently in the market,
which is strongly criticized by researchers (cf. Bankvall
et al. 2016). A company does not define and articulate its
business model independently of other companies, and subse-
quently this is true of its value delivery or value proposition
(Hakansson and Snehota 1989a, 1989b). Rather, business
models rely on other companies and can be considered
interdependent. Similarly, Palo and Téhtinen (2013) argue that
it is impossible for a single company to govern all the relevant
resources and activities required to create customer value.

Customer shared and co-created business models

The dynamic approach to business models considers the cus-
tomers as an important and irreplaceable actor in the business
network, in which a business model is embedded. Customer
participation in different company processes has become a
vital part of current research and development activities, rang-
ing from product development (cf. Haumann et al. 2015) to
utilizing brand communities (Hollebeek et al. 2014), and ad
hoc open innovation networks (Leminen et al. 2012). Co-
production is defined as the customers’ active participation

in the creation of products, services, or goods (cf. Lusch and
Vargo 2012). Early researchers focused on the reasons for
engaging customers in a firm’s processes and the incentives
needed to entice customers to do so. Haumann et al. (2015)
recognize yet another stream of co-production research, focus-
ing on the psychological consequences of customers’ partici-
pation in co-production. They support this notion by showing
how the engagement of consumers in the production process
(co-production) enhances their evaluation of the self-produced
product and changes their attitudes toward the firm offering
the co-production. This finding may explain the success be-
hind the business models of Airbnb and Uber, who strongly
rely on this co-production aspect.

A firm draws upon those resources and (direct and indirect)
capabilities, which are required to make their business model
successful. The idea of involving customers in co-production,
managed by a network of actors is not intrinsically new; there
is a rich research stream regarding open innovation networks,
which explores the topic from various perspectives. One ex-
ample of open innovation networks is the research on living
labs (Almirall and Casadesus-Masanell 2010; Gassman 2006;
Leminen et al. 2012).

However, the antecedents and consequences of co-
production in the setting of business models is a novel re-
search area, especially if the dynamic approach to business
models is applied. The question then becomes: How can the
network or actors benefit from involving customers as pro-
ducers of the business model and thus partly responsible for
executing the business model? Consequently, the business
model becomes difficult to control and manage, as there are
a considerable number of stakeholders linked to it. Changes in
customer trends, opinions, and general trends may occur at a
rapid pace, which requires agility and flexibility from the
business model utilizer or owner (the company and/or busi-
ness network). Nevertheless, customer co-produced business
models can also be viewed as a form of shared and collective
business models. In the dynamic approach, customer co-
produced business models are distinguished as a specific and
possible subcategory of business models.

Concluding discussion and directions
for further research

The goal of this paper has been to conceptually develop the
notion of business models and specifically highlight the need
for a dynamic approach to the use of business models. The
dynamic approach to business models entails a flexible and
adaptive attitude towards the company’s business model and
relies on embedded business networks to reconfigure, develop,
and adapt the business model to events and changes in the
business environment. First, we discussed two different ap-
proaches to business models, the static and transformative
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(Demil and Lecqoc 2010), and proposed the dynamic approach
as a novel way of approaching business models. The dynamic
approach to business models relies on the industrial network
approach, a research stream relying on interaction and relation-
ships between a set of connected actors, who access and share
resources in the network. The network approach also acts as a
basis for the flexible business model, highlighting the need for
adaptability to events and turbulence taking place at different
levels in the business environment (firm-network-market level).
Second, we reflected upon the consequences of, or trends im-
posed by the dynamic approach to business models. We iden-
tified shared and collective business models among business
actors as well as customer co-created business models and
discussed the idea of accessing indirect resources through par-
ticipation in collective and shared business models. Actors must
perform specific tasks for the business model to work success-
fully and there may be a network of actors utilizing (partly or
fully) a particular business model.

The industrial network approach becomes a means of fur-
thering our understanding of business models in theory and
practice. The network approach provides an understanding of
the importance of developing and maintaining business rela-
tionships in order to ensure stability and the ability to pursue
business opportunities through access to knowledge. The ar-
gument is that firms are dependent on resources controlled by
other firms, and vice versa, i.e., there exist mutual interdepen-
dencies between firms. This approach may benefit the notion
of business models, as it becomes increasingly important to
access resources in a flexible and timely manner, as an oppor-
tunity arises.

For instance, in the coming 5G context, different actors will
search for indications and signs of opportunities as the next
generation of mobile technology enables the Internet of
Things. In other words, when everything can communicate
with everything else, new opportunities will arise, but not all
of them will require an individual and unique business model.
Rather, sharing, cooperation, flexibility, adaptability, improvi-
sation and so forth, will be the important capabilities and char-
acteristics of firms wishing to create value for themselves and
their surrounding networks. The dynamic approach to busi-
ness models shifts attention towards creating markets, evolv-
ing with the context, and shaping the context, especially in
those contexts that develop rapidly and are technology-inten-
sive. This, of course, has implications. Therefore, future re-
searchers should especially take into consideration the net-
work context and its embedded nature and how business
models evolve accordingly. They should also, in particular,
empirically research the prerequisites and consequences of
the dynamic approach to business models. Business models
enable a socially shared way of ascribing meaning to the
world. “Business models evolve with the context within
which they are practiced — but that in turn influence and shape
the context” (Mason and Spring 2011, 1039-1040).
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The following three topics were identified as focal areas of
future research on business models. Hypotheses and research
questions related to each are discussed in the following.

Topic 1. Marketing in dynamic business models

Even though research on business models in general
deals with “from idea to market” and value creation
for the company, the marketing aspect is rarely a focus
area in the discussion. Business model research has re-
ceived little attention from marketing scholars (Coombes
and Nicholson 2013), as the research focus is often on
structure (cf. Morris et al. 2005). The practical aspects
of how business models are visible in the everyday
work of company employees is rarely a focus in re-
search. Nevertheless, the question of how employees
realize the business model in their work, how the busi-
ness model guides the value creation, relationship man-
agement, and the provision of customer satisfaction, are
all important parts of the marketing function.

However, Simmons et al. (2013) as well as Frankenberger
et al. (2013) call for more attention towards a holistic view of
the firm (connecting the internal and external) with an especial
focus on the boundary-spanning role of marketing. Business
modelling is based on processes that are influenced by multi-
ple actors (business network) and there is an interplay and
interaction between those actors and between the business
models in the network. In the literature on business models,
marketing is therefore referred to as a boundary-spanning con-
cept, which explains the embeddedness of a firm in its sur-
rounding ecosystem (Zott et al. 2011; Teece 2010). Marketing
is thus a tool to explain the logic of the market, the relation-
ships, and the mutual dependencies between actors. Industrial
marketing, especially, serves as a tool to understand how the
business model functions in the dynamic approach, as the
business model in this context is influenced by business rela-
tionships and constructed in interaction with actors in the
business environment. Concurrently, the business network
poses restrictions as the firm may be locked into a certain
position due, for example, to institutional pressure, which only
allows the firm to adopt a static approach to certain business
models. We summarize our main conclusions as follows:

* Value-creation in business networks is achieved through
co-created and shared business models.

» The business network enables and restricts the flexibility
and adaptability of a firm’s business model.

*  Access to resources and capabilities provided by the busi-
ness network enhances the business model.

*  Access to (indirect) capabilities and resources in the busi-
ness network positively affects the evolution of the firm’s
business model.
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Topic 2. Strategizing in dynamic business models

Business models are tools for strategizing in complex and
changing business environments, which allow companies to
position themselves on the market or in the business network,
and to re-position and seek new markets and network posi-
tions. Strategizing takes place through the different ap-
proaches to business models (static, transformative, dynamic).
Companies should seek to adapt quickly and easily to chang-
ing customer needs and business environments by modifying
their expectations of the business model as either a static guide
or a visionary goal. The business model should be flexible,
adaptable, and changeable according to the needs identified by
the different stakeholders.

The business model should be evaluated based on its ability
to provide a flexible response to a continuously changing en-
vironment, which should also be mirrored at the strategic level
as well. In changing business environments, knowledge is
vital and potentially improves managers’ strategic decision
making (Combs 1999), as well as their collaboration with
partners, and generally improves performance. Thus, in addi-
tion to accessing knowledge and resources, networks and al-
liances are important in managing change (Lee and Park 2008;
Sandulli and Chesbrough 2009). Concurrent with strategizing
in business models, which entails accessing resources, capa-
bilities, and knowledge, under the dynamic approach to busi-
ness models the firm must also be flexible and adaptable. This
means it should have the ability to dynamically revise and
reinvent the business model and to think in new ways in cir-
cumstances where the business environment is turbulent and
changing. However, strategizing takes place in the business
network as well, meaning that there may be constraints and/or
enabling elements involved (for a review on strategizing in
business networks, see Nystrom et al. 2017). We summarize
our main conclusions as follows:

» The business model is a tool for strategizing in business
networks

* The business model allows for repositioning in the busi-
ness network by gaining access to new resources

* The business model allows for repositioning in the busi-
ness network by gaining access to new capabilities

Topic 3. Co-creating dynamic business models

Managers should carefully follow developments and trends
among end-customers and customers’ customers in order to
stay agile and flexible should an opportunity or threat arise. In
times of uncertainty and insecure markets, experimentation
and opportunity identification become critical capabilities, as
well as the ability to translate opportunities into viable busi-
ness models (Andries et al. 2013). Opportunities may be

identified by other actors than the focal firm, for instance by
customers or competitors. A company does not necessarily
seek to exploit an opportunity on its own, but rather jointly
in business networks, and thus co-creating the required busi-
ness model. Co-creating business models may require estab-
lishing boundaries in the form of, for instance, open innova-
tion networks (living labs, test laboratories, online communi-
ties etc.) or long-term relationships based on trust and com-
mitment (business network actors). We summarize our main
conclusions as follows:

* The dynamic approach to business models deepens rela-
tionships between network actors as they co-produce busi-
ness models.

+ Customer co-production increases the likelihood of a suc-
cessful business model.

Theorizing the dynamic approach to business models

Demil and Lecqoc (2010) introduced two approaches to busi-
ness models, namely the static and the transformative, to ex-
plain how researchers have dealt with the concept of business
models. This paper contributes by discussing a third approach,
the dynamic approach to business models, taking the dynam-
ic, flexible, and evolutionary nature of business models further
by including the industrial network approach. The dynamic
approach to business models is explained through specific
characteristics: networks, adaptability, flexibility, and co-cre-
ation. The paper does not enlarge on which capabilities are
needed, but rather aims to raise awareness of the role of the
business model in business networks, as well as the role of
business networks in business models.

Additionally, the paper explores why this perspective
may help and guide researchers and practitioners to better
and more rigorously strategize and design marketing ac-
tivities based on current and future business models. The
influences of the dynamic approach on business models
can be seen in the ICT and telecommunications sector,
where it is evident that no firm acts in isolation. In this
sector, the majority of innovation and subsequent business
model configuration takes place in cooperation with dif-
ferent actors, blurring the borders of the industry for the
partners (convergence effect). Assets are shared, business
models are shared and there is an increasing need for
continual discussion on co-creation and collective devel-
opment. Business network relationships may be used as a
tool for developing business models. Therefore, when
adopting the dynamic approach to business models, future
research should focus on thick descriptions of the busi-
ness model evolution from an industrial network ap-
proach, and specifically cover co-produced business
models using processual and case study methodology.
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