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Abstract

The only constant is change itself. The purpose of this research study was to investigate how
companies manage business modwlavation to compete effectively in a changing business
environment. In the business environment the winds of change are generated by factors
such as increasing competition, changing customer needs, deregulation and technological
advancement that includethe networkera. Despite theories that companies compete
effectively by adopting one of the three generic strategies of cost leadership, differentiation
and focus there are prominent business model innovation examples that illustrate the value
of businessnodel innovation for gaining competitive advantage. As business model
innovation supports companies gain competitive advantage differentiating business
models in ways that are hard to replicate for incumbents and new entrants. In addition
business modehnovation is linked to company growth and financial performance with the
fasted growing companies as those that undertake business model innovation. Such is the
importance of business model innovation that a mediocre technology commercialised with
a goodbusiness model is of a greater value than a great technology supported with a

mediocre business model.

Despite these explicit potential benefits of business model innovation and growing interests
from both research and academic community research inn@ss model innovation is still

in its infancy with need for research in areas such using the business model concept to
anchor identification of information systems impact, the business model innovation process
and on how companies manage business modebimpete effectively in a changing

business environment. This research study is an effort to contribute in the research gap by

investigating how companies manage business model innovation to compete.

A pragmatism approach that strive for to a problentvéty approach that takes into

account existing knowledge and experience in business model innovation both from theory
and practice to fuel best practice in business model innovation. Six case studies were
selected from companies in the Information Teclogyt Communication and financial

services sectors in South Africa. The key findings from the study is a conceptualisation of



managing business model innovation to compete in a changing environment is a complex
activity with interrelated concepts of busss model innovation drivers, process and
business model components that are redesigned. These conceptualisation is used to
develop a business model innovation framework that contributes to theory and practice in
business model innovatiofurthermore, theresearch studyidentifies the importance of

both entrepreneurial and inspirational leaderstdpd qualityof staff as important

conditions under which the proposed conceptual framework would most likely support
companies in managing business model iratmn to compete in a changing business
environment. As the proposed conceptual framework As such the proposed conceptual
framework could serve as a basis for further empirical research that is both qualitative and
guantitative. Such future work could sist in evolving and validating theoretical coherence,
practical relevance and applicability of the conceptual framework elements in manging
business model innovation to compete effectively in a changing environment. In terms of
contribution to practice poposed conceptual framework with the detailed analysis of the
business model innovation drivers, process and business model components may a useful

guideline in undertaking a business model innovation
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Term

Business model

Glossary

Definition

The underlying economic logic of how a business makes mamggt@ates value
in serving the target customer, taking into account key activities, resources an
partnerships as well as the value exchanges between the company and its
partners.

Business model
innovation

Adapting an existing business model innovatimg or more components of the
businessnodel orinnovating business model componendscreatea completely
new business model for the company with both adapted erehted business
models seekingp enablethe company compete effectively in a changing
environment.

Business model
ontology (BMO)

BMO is also known commonly as the Business Model C@adsusiness mode
ontologythat visualises business models using the nine key components of va
proposition, keyactivities, partner network, key resourcegst structures,
revenue model, client segments, distribution channels and client relationships
(Osterwalder, 20041

Designartifact

Gonstructs thatinclude vocabulary and symbots modelswith abstractions and
representations. As well asethods that specifyalgorithms and practices,
includinginstantiationsin terms ofimplemented and prototype
systemgHevner,March,Park and Ram, 2004

e3value

A business model ontology that graphically illustrates how value &enteand
SEOKFY3ISR Fyz2y3ad GKS aidl1SK2f RSND:
the stakeholders
(Andersson,Bergholtz,Edirisuriya,llayperuma,Johannesson,Gregoire,Schmitt,|
,Abels,Hahn,Gordijn,Wigand and Wangler, 2006

General Morphological

A method for investigating the relationships conted in multidimensional, non

Analysis(GMA) guantifiablecomplex problems(Ritchey, 2006

Ontology Anartifact, that constitutedwith a specific vocabulary to describe a certain reali
and speciks the «plicit assumptions regarding the intended meaning of the
vocabulary wordéuarino, 1998

Rea A business model ontology that usesisiness accounting concepa the flow of

physical and finarial resources between the company, and customers and su
to visualise theD 2 Y LJI byisin@s& modelGregoire and Schmitt, 20D6

Reference Ontology

A business model ontology that uses thr@ologies of BMO, REA and e3vahsea
basis for creating a reference ontology for visualising business models
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Chapter 1: Research introduction an d rationale

1.1 Introduction

The purpose of this research study was to investigate how companieagadmusiness
model innovation to compete effectively in a changing business environrietbusiness
environment is continually changing because of the iaseein technological advancement,
globalisation and changing customer neeflsAlbas, Diez, Olmos and Rodrig({@a05
suggestthe business ecosystem is undergoiiguege as a result of globalisation, increasing
competition andchangingcustomerneeds This view of @hanging environment
supportedby Casedesutasanell and Ricaf2010 who highlightthat the competitive
landscapeés profoundly changing due wlobalisation deregulationand technological
advancementIn ths changingenvironment despite Porter(1980 theorisingthat
companiescompeteeffectivelyby adopting one ofhe three generic strategies of cost
leadeaship, differentiationand focusthere are prominent business model innovation
examples that illustrate the value of business model innovafbomaining competitive

advantage.

The examples includéat of Intel whq according to Pigney2006), despite chip design and
technology that is marginally differentiatedave excelled gpartnershipswith PC

manufactures, Microsoft and retailersesulting in an increased competitive advantage.
Another business model innovati@xanple is that ofGillette, which pioneered innovation

on customer relationships by giving away razors and making money on the blades in what is
also known a#Bait and hookYPigneur, 2006 In South Africapait and hooKls used by tk

BMW financial services, which gives the customer good car deals and makes money on the
financial package&Sinfeld,Calder,McConnell and Colson, 2p¥hother exampleis that of

the technology giant Google that innovated the revenue component of thenbasimodel
bringing together searchers and advertisers in a unique, Wayscreatingan entirely new
industrywith high growth potential, leveraging amique assetand new market spacie

the competitive landscapéGiesen,Berman,Bell and Blitz, 2p0&nother business model

innovation example from South Africa is that of Capitec thabvated the banking business



model, offeringcustomers a siplified offeringby undercuttingtraditional procedures with
a simple swift approach that speeds up senpeecessingandproviding customers with a

simplified serviceomparedto that of competitors(Mosala, 2012

In additionto theseexamples there ar@a number ofreasons why business model

innovation may support compani@sgaininga competitive advantage. First\irtz (2011)
indicates that companies may effectively manage business model innovation to differentiate
themselves and ensure competitive advantalyreover,innovatingthe business model
enables companies to differentiate business modelwaysthat are hard to replicate for
incumbentsand new entrantgTeece, 2010 Thus business model innovation is more
important where companies are facing chaligs with homogeneous business models and
commoditisation by offering the companies the potential to generate p{dbhnson, 2010

to survive and grow by enabling them to differentiate their business models and find
innovative revenue streams while redng costgLee,Shin,Hong and Kim, 201dompanies
using homogeneous business models are selling commodities and compete on price and
availability as well as serving customers who buy based on price and availability
(Chesbrough, 2002010, andarethusat risk of failing to survive and grow. This is because
competing on price and availability is not sustainable because price cantokedand

price wars mayreak out,resulting in some of the players being forced out of business.

Secondly, business model innovation is of importance becausdnked togrowth and
financial performancgewith anIBM 2006 Global CEO Study having tbtiat the financial
outperformers put twice as much emphasis on business model innovation as
underperformergGiesen et al., 20Q7andan IBM 2008 global CEO study suggesthat
financial outperformerpurswe the most collaborative and disruptivaisiness model
innovation(IBM, 2008. Furthermore, the fastest growing companies are those which have
undertaken business modginovation(Casedesudlasanell and Ricart, 2018nd those in
which technology innovation includes business model innovatresbrough, 2007
because a mediocre technology commercialised with a good business model is of more

value than a great technology supported by a mediocre business nlGdeksbrough, 20190



Thirdly, business model innatfon may beof importance tolT project success and aligning
IT projects with market needs. As accordingvteertens lacob,Niewehuis Snderen,
Jonkersand Quartel(2012 desiquing a processs that are designed should be linkeith a
business mdel which is translatednd refined into enterprise architecturensure future
systemthat will be developedit with the market needsThus ensuring that IT projects are
not a result of technology push but rathemitiated from proper analysisf the problem and

business contextiacob,Meertens,Jonkers,Quartel,Nieuwenhuis and Van Sinderen) 2012

Finally business model innovation is of importance because of the continuously changing
customer needsCompanies no longr regard product innovation as the only source of
competitive advantagéGunzeland Holm, 2018 mainlybecausewith shortening product

life cyclegproductfocused innovation no longer provides sustainable competitive
advantaggMarolt,Lenart,Maletic,Borstnar and Pucihar, 2Q1Bespite business model
innovatiorQ @otential to support companperformance survival and growthbusiness

model innovation poses both opportunities and potential ridksaddition Johnson et al.
(2008b suggest thatvhile business model innovation could-shape mdustries and drive

spectacular growth most companies find business model innovation difficult.

1.2 Business model innovation challenges

Business model innovation posesallenges due to the inherent risk associated with
redesigning an existing business mbder instance, business model innovation could
involve huge investments, high levelsusfcertainty, complexity and riskvith achaotic
implementation approach havindpe potential of being fatal to the core existing business
model(Taran,Rene and Boer, 20150snaTrevinycRodiguezand Velamuri(2010

highlight the importance ofrial and error learning approach to business model innovation.

Business model innovation poses challengesase for the redesigned business models to
create sustainable competitive advantage the new business models must counteract
competitor moves. According tBasedesudasanell and Rica(R011), to compete

effectivelycompanies need to design business models that triggewrsiiforcing loops,



that will overtime expand value creation, capture, weakening competitor cycles and

creating complementarities with competitor cycle§CasedesuMasanell and Ricart, 2011

An additional challenge to business model innovation is that in most companies there is
limited understanding of the existing business model which serves as a starting point for
innovation.In a majority of companies, the business model is not articul@#eksbrough,
2007, Johnson,Christensen and Kagermann, 208@aiv,Boer and Lindgren, 20)%end

there is no process for managing businessdel innovationspecifically in companies that
are using business models that are not differentia€thesbrough, 20Q7Articulating an
existing business model not only generates an understanadfitige current business model,
but also lays the foundation for business model innovat{i©hesbrough, 20QBakelladris
and Stiakakis, 201Wang,Jaring and Wallin, 200€urthermore, articulatinghe existing
business modedssists the companies to generatkernative paths for business model
innovaion and identify the most viablpaths(Chesbrough, 20Q7Hence making a choice
between the competinglternatives $ hard and requires objectively comparing alternative
business models and setawy the best course of actiofMeertens,Strarreveld,lacob and
Nieuwenhuis, 20183

The articulation of the business modeid generation of alternativeis ofvalue for business
model innovatiorthoughit may be hampered by lack of a defined process faimess
model innovationWhile Che®rough (2007) articulates a maturity related framewofflor
business model innovatigmvith companies progressirfigom having a business model that
is not diffarentiated, to one with some differdration on products and servisgvolvingto a
segmented business modeaind to a business model that is externally aware and eventually
at the highest level having a business model that integrates innovation procebsss
stagesof growth are not linked to the kind of process maturity that is requitddwever,
Moore (2014 highlights that Capability Maturity Model Integfion (CMMI) suggests a five
level model for introducing improvements in organisational practigksre at thefirst level
initial phase processes are not controll@edecond levelith processes being managed
reactivelyand thenat the third level proceses beinglocumented definedand
standardiseda fourthlevel with processedeingquantitatively managed andfifth level

where processes ameptimised andfocusedon continuous improvement.



The potential for business model innovation in supportingrgEanies to compete effectively
and the challenges in business model innovation are identified using perspectives from
companies in Europealba et al., 2005Casedesudlasanell and Ricart, 201CGasedesus
Masanell and Zhu, 201Ostewalder, 2004 Sakelladris and Stiakakis, 20$antos,Spector
and Van Der Heyden, 200%merican(Chesbrough, 20Qdohnson et al., 2008and Indian
markets(Johnson et al., 2003aDespite this, business model innovation is expected to be of
substantial value to comparsen South AfricéSouth African companies are operating in a
business environment that is similarly impacted by rapid changes in terms of globalisation,
deregulation,and fastpace in technological changes and changing customer néiedse

one may expedchat both the challenges and potential benefits of business model
innovation will be relevant to South African companilesparticular to companies in the ICT
services and financial servicgsctorsas both these sectors are pfominence irmoving to

a knowledgebased economy.

1.3 Contextual backgroundo ICT services and financial services in South
Africa

ICT services and financial services are of importance in the South Afiatiamal economy
with ICT involvedin almost evernaspectof the economycontributing to multiple industries
such as manufacturing, business services and telecommunicébiouth Africa, 201)7
Furthermore whiletheO2 dzy  NE Qa S O2y 2Ye ibthéprimalsdetora A 2 y I €
due to the favourable agriculturabnditions and mineral wealth, thetteas beera
structuralshift since the 1998to move South Africa to a knowleddpased economy with a
greater focus on technology,-eommerce, financiadnd other serviceMedia Club South
Africa, D16). TheSouth African IC3ector continues to demonstratgynamicgrowth,
particularly as driven by the mobile sec{@illwald,Moyo and Stork, 20L& particular
Independent Communicationsuthority of South AfriclCASA) reporhobile data revenue
for the 12 month period ending 30Septembey 2016 increased by 25.4 whilst mobile voice
decreased by only5.9%ndependent Communications Authority of South Africa, 2017

The ICBectorcontributes around 2.9% to G¥Republic of South Africa, 20bith Suth

Africa ranked as the 47th largestporter of ICT products with exports amounting to around



ZAR7.4bn and the 35th largesmporter, importing ZAR2.8bn worth of ICT in 2012

(Wesgro, 201%® 5SaLIAGS (KS Ol inh® gobal IKT rgakkgtthe | a Y I £
sector is deemed to be a growing contributoreconomic growth and export markets as

well as being an important enabler for the other economic industries in the co(Rtiyers

Defrasne, 200 TheSouth African ICiharket is mainlcentered inthree ICT hubs based in

three of its provincesnamelyGautengwhichaccounts for 57% of ICT fisgfollowedby

Western Capgwhichaccounts for 17% andwazuluNatal whichaccounts for 8%Wesgro,

2014).

The South African ICT sectbeing the largest and one of the most advanced in Africa, is
characterisedy technology leadeship, particularly in the field of mobile software and
electronic banking servicgMedia Club South Africa, 20ll&lowever, affordability of

services remains a major litimg factor to further growth of the mobile markéGillwald et

al., 2012. Despite{ 2 dzi K ! FNRAOIF Qa o0SAy3I OKIF NI Ol $dR aSR |
characteristics of both an advanced and a developing economy withitnéggime users

being early adopters of leadireglge technologies in a wdlyat is parallel with developed
economieswhile the majority of the public sectognd small microand medium

enterprises reflectinglower adoption patterns typical of developing countr{€sliwald et

al., 2012. The South African ICT sector provides some PC assembly but most of the
hardwareis mported from Europe, North America and the Far East and marketed and
distributed. Thisis also true for software market as South Africa imports almost all generic
software, which is then marketed and distributed. ICT services comprise mainly consulting,
custom application development, implementation and ICT educatiames,Esselaar and
Miller, 200]). Furthermore severalinternational corporatestecognisedas leaders in the IT
sector, operate subsidiaries from South Africa, including IBM, Unisys, Microsoft, Intel, SAP,
Dell, Novell and Compdyledia Club South Africa, 20Wwith some International

companies sometimes partnering with local concerns, as in the case of Bharat Sync
Technologies of India, who are rolling out mobile email push and calendar services with

{ 2dzi K ! F NA Ginredionsiybunds 20182 v S

There is needor the South African ICT sector to innovate its business méddébrahams

and Goldstuck2010 point out, the South AfricdCT sector is highly competitive with many



players specificallymore than 2,428 companies and a workforce of 141,929 people
operating across the hardware, $ohre and IT services. In highly competitive environments
business model innovation would provide companies new ways to generate mdriley
reducing costsln addition,globallyICT suppliers such as hardware resellers, software
houses andystem integrabrs are facing a period of change in their strategies and business
models(Balocco,Ghezzi,Rangone and Toletti, 20AZlobal survey by KPMG (2012)
identifies innovating business models to realise cost efficiencies, and embedding
sustainability as an element in the business models as twbeofdp four challenges facing
South African companies. Having briefly outlined the ICT context in South Africa the next

paragraphs discuss the financial services context.

The financial services sector in South Afrgcane of the key economic sec$oAs growth

and momentumhave slowed down in a number of service sectors in the economy, financial
servicedhas beerthe best performing sector over the past five yeérslustrial

Development Corporation, 2006 The financial services sector caters for a number of
servicesAccordingto Luftenegeret al. (2011) the financial servicesectorcomprises
incumbent competitors such as retail banks and investment barite insurgent players
include webbased financial services, telecommunicationslustrial corporations, retailers
and car manufacturers’lheSouth Africa financial services sectalsocomprises both
domestic and foreign institutions that provide commercial, retail, merchant banking,
mortgage lending, insurance and investment, wigtail banking being dominated lilze

Big fivelbanks, namelybsa, FNB, Standard Bank, Nedbank and Capitdch isa

newcomer to the industry(Brand South Africa, 20)6Thusthere is a high degree of
concentration andrnterconnectedness with the top five banks holding 308df the banking
assets and for the insurance market the top five insurers account for 74% of the long term
market (Internaional Monetary Fund, 2013 Such interconnectedness is further
compounded by the fact that all major banks are affiliated with insurance companies
through holdingcompaniesor direct ownershigand the concentration enables the major
financial institutons to have pricing power that drives higher returns on equity and assets
(International Monetary Fund, 2014 South Africa, despite it€merging markedstatus, has

a sophsticated financial sectagiMedia Club South Africa, 20\ith the sector being among

the most stable and weflunctioning in the world and ranked @by the World Economic



Forum 20122013 in terms of financial market developmewhichincludesfactors such as
soundness of the banks, regulation of securitlegal rights and otheréSanlam, 2014 In a
2016global rankingf the top 100 baks conducted by Lafferty usifigancial and non
financial disclosurethat included thequality of the organisations and their respective
business modelq, 2 dzi K WiF fNdh@de@ & the top 100 with Capitec being ranked
the number one bank glallly and Absa rankech@ (BusinessTech, 2016

Inthe ICT sector there enexpressed need to adapt innowat business models in the
financial services sectpas thehigh concentration in the bankirgectorin Saith Africadoes
not necessarily imply a lack of competiti(@imatele, 201p According to Jamest al. (2001
banks have long been extensive users of t0&,to the nature of their services being
informationbased Changesn the ICT sectohave led to accesgo better and faster
information, resulting inservices beingxended to previously underserved communities
andto a proliferation of different financial servicesd increased competition.
Furthermore technology is evolving at increasing speelhllenging existing banking
business models with new entrants emergmgiside traditional bankingas in the case of
M-Pesathe mobile banking platform from Vodaphoii@rinckman and Govender, 2015
Technologies such as Biiodhave entered the South African online payment market with
PayFast as the first South African Coanyy to use Bitcim for its clients such Takealot
(Crighton, 201} one of the top ecommerce retailers in South AfridaierreFourig the
Head offinancial Services Marketsr KPMG South Africa adds that the rising regulatory
pressures combined with economic and commercial factors are forcing bankst@neine
their business models and strateg{Esurie, 2015 Thus SoutiAfrican ICT and financial
services sectors presentgmod opportunityfor investigating how companies manage
business model innovation to compete due to the intense competitidh@se sectors
Moreover both sectorfiave gldal relevancewith leaderssuch as Microsoft and IBM
operating in thelCT andvith the some of the companies iimancial services sectam the
top 100 in global rankings in terms of the quality of organisations and respective business
models.It is inthisenvironment that sample case studies were selected and data collected

using structured interviews.



1.4 Research rationale and design

1.4.1 Knowledge gap

There is limited research on managing business model innovation to compete effectively in
a changing environent because previous research focused on defining the business model
and its components. Thus thereaggrowingbody of theory on business models bringing
clarity to our understanding of the existing business model by specifying the business model
componets (Alt and Zimmerman, 200Hedman and Kalling, 200Bhn®n et al., 2008a
Morris,Schindehutte and Allen, 2006sterwalder, 2004Pateli and Giagli2003

Shafer,Smith and Linder, 200%urthermore additional business model research examines
modelling the business model componei#dberts,Meertens,lacob and Nieuwenhuis, 2012
Andersson et al., 200&eerts and Mccarthy, 200&ordijin,Akkermans and Vliet, 2000b
Meertens,lacob and Nieuwenhuis, 2QXsterwalder, 200% Moreoverthere is growing
research on linking business models to enterprise architedfiab et al., 201,2Meertens

et al., 2012 andevaluating business modegSleertens et al., 201B3and analysing or

managing business modesk (Johnson,lacob,Valija,van Sinderen,Magnusson and Ladhe,

2013 Yariv,Rene and Harry, 2015b

Despite the growing theorgboutbusiness mode|dVirtz et al.(2016 suggesthat research
into business models maye regarded adeingstill at an early stageith need for
additionalresearch irbusiness modelAsZott and Amit(2015) indicatethat ageneralised
process model on how companies work with business model innovetmrssing from the
literature. Research specifito business model innovation has focusedtbe various
approachegor innovating the existing business mod@almedia and Frias, 200&iesen et
al., 2007 Lufteneger et al., 201 Mahadevan, 2004Venkatraman and Henderson, 2008
Wirtz, 2013 andexamined the stages of business model innovaf©hesbrough, 2007
Business model innovatn research habegunto examinebusiness model innovation
drivers(Wang et al., 2008and business model innovation process
(Frankenberger,Weiblen,Csik and Gassmann, 2dit8hell and Coles, 200Dsterwalder
and Pigneur, 201(Binfield et al., 201,2Virtz, 2011 Zott and Amit, 201pas well creating
value through business model innovati¢hmit and Zott, 201Pandintroducing disruptive

business modelfHabtay and Ojah, 20)dn addition Viet, Clemons, Benlian, Buxman,



Hess San,Kundisch and Leimeist€R014) indicate that addressinthe business model
conceptasan anchorin the identification ofinformation systemsimpact remains largely
underresearchedThus additional research that seeks to contributehis body of
knowledge m such an understanding of business model impact on Information sysaachs
the link tobusiness model innovation processuld be ofimportance as Zott and Amit

(2015 add there is limited research on business model innovation process

In terms of business model innovation reseaccmductedin SouthAfrica,previous

research hagxaminedhow innovation is manageMayer, 2012, sharinginsights

regarding business model innovation trends and stratefi{esger, 201} the introduction

of disruptive business models using examples from service {astay and Ojah, 20)0
andformulating business models for telecommunication SMEs to gain competitive
advantaggObehholzer, 200) Research conducted in South Africa lssolooked at

constructing a business model framework for providing specialised support services to SMEs
(du Plessis, 20)2the analysis of existing business models in the motor body repair
secto(Muyengwa,Dube and Battle, 2022 Ay OdzYo Sy daQ NBaLRyasS G2
model innovationHabtay and Holmén, 20)4nd the capacity of information technology

for business model innovation in the financial servigésk and Baets, 2®). In addition
Cunninghan{2012 suggests that in South Africa, business model innovation is the least
discussed and receives little attentiorofn business leaders and the public sector in
comparison to productmd process innovatiarAdditional research in South Africapdared

South Africarsmall to nedium enterprisesappetitefor and use of open innovation and

using the bginess model canvas explorehow independent musicians in South Africaw

their musiccareers(Pienaar, 201pAs well as examiningniversitydriven inclusive

innovations in theVestern CapéGrobbelaar,Tijssen and Dijksterhuis, 217

Both lacal and international studies contribute valuable insights on managing business

model innovation however, numerous studies have identified the need for additional

research on business model innovati@ucherer,Eisert and Gassmann, 2012

YNOYFNE. | KYZCNR S &A |Morris of &., 2000Trrart, BRet and43nbdten,H n M M
2009 because structured guidelines to support companies in managing business model
innovation to compete effectively are still limited wiBjérkdahland Holmén(2013

identifying managing business model innovation as still one of the grand challenges. In
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particular, there is a need for research on the Ingsis model innovation process which
covers the concepdf managing the business model innovation prog€dsesbrough, 2097
including understanding the business model innovation process and ittitoems
elements(Schneider and Spieth, 201&8ndresearch on using the business model to

compete effectivelf{Casedesudasanell and Ricart, 2011

Calls have also been made for research on the business model innovation process phases,
specifically sidies on the ideation phase to provide systematic ways of generating new
business models anasing the 4framework as a basis for empirical research in business
model innovationFrankenberger et al., 20)1.3n addition, there is a need for testing and
evaluation of the sufficiency of existingsiness modelling tools, such as the business model

ontologycanvaswhich models business componerfigcmar et al., 2011

Most recently Teece (2017 indicated thatthere is need for empirical research on business
model innovation to provide better understanding of business maa@bvation
implementation and change as such studies could shed light on important aspects of
dynamic capabilitied-urthermore,a googlescholar search on the latest articles on
managing business model innovation yields a number of literature reviewestichse
studies as well as concept papers. In particular there are concept papers that explore
issues such aguantitative innovation readiness levels measure that seeks to assess the
assess the amount challenges an idea is likely to create for theamonvans and

Johnson, 201B3and therole of business model innovation on companies going through
transition (Sarasini and Linder, 201 business model innovatiostrategy framework that
proposes fouiquadrants of existing products and new produ@ferhoeven and Johnson,
2017 challenges companies face when dealing with potential disruptive technologies and
creating viable business modé\gorbach,Wipfler and Schimpf, 201The Literature review
studies that have examined business model innovatiterature, include a critical
assessmet of these research effortgfFoss and Saebei, 20lahdon the evaluation of

digital business models within the different stages of tlusiness model innovation process
(Tesch and Brillinger, 203There review highlights the gwing body of empirical research
mainly case studies that have examined issues sublowgechnologicaspinoffs innovate

existing business models by leveraging intellectual caffitad,lerro,Passiante and Schuima,
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2017 creating a sustainable business moftelin a non-profit organisation
(Halia,Hovesko@®anilovic and Olofssson, 20Jahalysebusiness model innovation
effectivenessn Small Medium Enterprisébleikkila and Heikkild, 20)And dallenges
related to risk management imanagingousiness model innovatiofTaran et al.,
2015.Thus Foss and Saib&017) review business model innovatiaesearch published
from 20152016 highlight that whilst business model innovation research is growing
empirical research is not cumulative with the identification of key conceptual and
theoretical gaps and cumulative empirical work still need&slicros sectionalesearch on
business models and business model innovation cases or cross cases is sti(Hierkteld
and Heikkila, 201y

Theresearch studgeeks to contribute tdhe identified research gapgldeikkila and
Heikkild, 2019n managing business model innovatimncompete effectively in a changing
environment. Usingample South African compasi, the relevance of a generic business
model innovation process which is supported by an understanding of both the business
model innovation drivers and business model componevilisbe examinedin the research
study the business model ontology canvasemtial in articuating existing businessodels

isexamined.

1.4.2 Research problem

Despite companies facing challenges with survival and graiéiige number oSouth
African companieare not managing beiness model innovation tcompeteeffectivelyin a
changing business environment. Funthrere, insights from the few companighlat are
managing business model innovationdompete effectivelyare not documented and the
literature does not provide structured guidelines on how to manage business model
innovation tocompete effectivelyln addressing this research problethe research

objectives forthe research studwre outlinedin the next section.

1.4.3 Researclobjectiveand sub-objectives

The main researchbjectiveis:

12



Investigatehow - companies manageusiness model innovation to compete effectively in a
changing business environment?

The subobjectivesare:
1. explorewhy and howare business modelarticulated
2. Determine the componentdhat are used to articulate thbusiness mods|
3. Examineghe drivers forbusiness model innovatiodrivers.
4. Determinethe processhat used tomanage business modginovation?
5. Studyacomponents of the business model that are redesigned
6. Review effectivgracticesin managing business model innovation

7. Explorethe relationship betweerthe business model innovatiairiversand there-
designed businessiodel components?
The researclobjectiveand subobjectivesformed the basis upon which primary data was
collected. Such primary data was analysed and in conjunetitnthe literature review
enabling the researcher tachieve the specified objectivds the next section the expected

contribution will be briefly examined.

1.5 Expected contribution

The researclstudyis expected to contribute towardsxpandinghe limited theory on

managing business model innovatitmcompete in a changing environment. In particular

the research study contributes to the theory by empirically examining the relevance of a
conceptual framework for managing business model innovation in aogmpanies in

South Africa. The conceptual framework comprises the drivers, process and business model
components byexamining how companies mage business model innovation to compete
effectively in a changing environment. In so daihg research stugrespond to calls for
additional esearch orthe business model innovation procegsd examineghe useof the

businessnodel ontology canvas to visualise existing business models.

13



The research study may be of practical relevance in supporting compamesiagng
business model innovation as the proposed conceptual framewak beof value in
guiding busiess model innovation endeavoursié’companiegould monitor the identified
business model innovation drivewghich trigger the business model inrafion process and

adopt the proposed continuous-2M process to redesigthe existing business models

1.6 Delimitations

The research delimitations aim to describe the scope of the research by specifying those
parameters which are included in the researctddhose which are excluded. The study
delineates and is limited to sample companies in South Africa in the financial services and
Information Communication Technology (ICT) services sectors. Furthermore, the abstraction
level of the business model rangigem a very detailed product level, the business level and
the company level to the muamore aggregated industry levelVhere the company has

more than one business model only one business model that has been reicgratjuced

will be examined.

1.7 Limitations

The main limitation is that the proposed study adopts a case study research desigoes
not attempt statistical generalisatiofue to the sectoral and geographic delimitations and
use of six sample case studies the research is not representdtalethe companies in
South AfricaBecauselhie study is cross sectionaonly examines one instance of business
model innovation as opposed to how the company manages business model innawaton

continuous basito create sustainable competitivedaantage.

1.8 Chapter summary

Thechapterlaid the foundation for the study with the preceding sections providamg
introduction to the proposed study, introducingusiness model innovatigpotential
benefitssome examples of companies that have used busimesdel innovation to thrive.

The challenges for companies aspiring to innovate business models and the knowledge gap
in managing business model innovation to compete effectively in a changing business

environmentwere noted. The knowledge gap servesdmund the research study within
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the existingoody of knowledgen managing business model innovation to compete
effectively.Furthermore, the relevance of business model innovation in the South African
contextwasbriefly outlined and the research problemm@ questions for the proposed study
specified. In the next chapter the literature review on managing business model innovation

is presented.

1.9 Overview of the chapters

A brief overview of the thesis is as follows

ChapterTwo: Conceptual framework business aalel innovation.

Thischapter puts into perspective the theoretical and empirical considerations involving
managing business model innovatidn.doingsoit presents the literature reviewf the
concepts of business model innovation drivers, businessainodovation process and the
business model coponents which are the focus afnovation in the business model
innovation process. As a conclusion to the chapter a conceptual framework for managing
business model inpvation to compete effectivelpased orthese concepts is presented.
This conceptual framework is examined for relevance in sample case study with the data

collected based on the conceptual framework.

ChapterThree: Research design and methodology.

The chapter presents the research philosggbr the study. Thus provides an overview of

the main research philosophies and selects pragmatism as a research philosophy for the
study. In addition the chapter outlines the research approaches and sampling techniques.
The innovation practice in a compawas used as a unit of analysigth case study

companies selected using criterion sampling technique. In this chapter the data analysis
techniques that are used in the research study are briefly outlined as well as the techniques
that are adopted to esure research validity and reliability are explained. The ethical
considerations relevartb the study are discussed with clear strategies to ensure that

participant privacy and confidentiality are protected.

ChapterFour: Data analysis and findings.
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Thischapterpresentsthe data collected from research participants who are executives in

the sample companies. In presenting the data a contextual background to each case study is
presented based on the data collected from the interviews and documentsabiedt

received from sample companies and the data that could be gleaned from the participant
O2YLI yASAQ oS0 4aA (i ha cohtektRal Hatkdradaid Isekk) the Scéng ford

making case study comparisons a@odachieve the research study objectives.

Chapter Hve: Cross case comparing ICT and Financial services

A comparison between the case studies in the ICT services and financial services sectors
presents an interesting view, but the discussion on the comparisons needs to be treated
with caution aghe sample was small and the findings may not necessarily be true regarding
all the companies in these sectors. The case studies comparisonseasnied based on

the key elements of the research study namely the business model context and the business
model innovation drivers and process. In addition comparisons are made between the
business model components, communication and the business model redesign approach.
One key similarity in the case studies was tinat business models of the sample companies

are perceived to be differentiated from those of competitors to varying degrees.

ChapterSx: Research results

In ChapterlSx theway in which the research objectives are achieigegresentecand in
ChapterfFour (individual case studies) and the casgdstcomparisons presented in Chapter
five. Accordingly, the data analysis investigates the reseabgéctives which correlate to
aspects of the conceptual model, the main reseavbfective beingo investigatehow
companiesnanage business model innow@t, to compete effectively in a changing
environment.The collected data from sample companies is analysed widtitgqtive

software ATLAS.tio support data analysiandwith data networks generatetb provide
answers the research questiorihe researclguestions are answered using the thematic

analysis approach that was presented in chapheee.

ChapterSeven: Conclusions and implications
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The chapterconcludes the study by highlighting the main findings and presenting the
conceptual framework fomanaging business model innovation. It illustrates the practical
implications for the conceptual framework and emphasises the conditions under which the
proposed conceptual framework would most likely support companies in managing business
model innovatim to compete in a changing business environment. In addition, the

theoretical contribution of the research study is presented together with the limitations and

recommendations for future research. The chapter concludes with a reflection on the study.
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Chapter 2: Conceptual framework business model innovation

2.1 Introduction

An analysis of thditerature wasconducted toposition the current studyvithin the existing

literature on business model innovatiofhe literature review covers the business model

innovation corept and thethree main concepts that relate to managing business model

innovation to compete effectively in a changing business environprarhelybusiness

model innovation drivers, business model components gnedbusiness model innovation
processAninitial literature search used google scholar to identify the most cited and most
recentarticles inthe area of business model innovatidn.the process of identifying articles

GKS &aSIFNODK (SN¥a aodzaAySadaa Y2RSt dyy20IGdA2y¢
innovation process ayYR y I AAy 3 0 dzA A Y S &vére u¥edl. RBebe wasy' Y 2 @I G A 2
followed by a searcin the academic electronidatabaseghat include Emerald, Science

Direct, IEEE, Springer and Ebcohbstddition to the two searches additional soe were

identified from the citations in the papers that were reviewed. Fhbsequentlythe

articles were analysed and used to conceptualise the stundihe next sectionseachof

thesefour aspects of th business model innovatioconcept,process, dvers and business

model componentsvill be examined in detail. Threview will conclude by outlining

conceptual frameworkin the followingsection the business model innovatiaonceptis

discussed.

2.2 The concept bainess model innovation

2.2.1 What isbugness modeinnovation

Defining business model innovation is challenging because there is no consensus on what
the business modak from whichthe conceptof businessmodel innovation is drawn. A
number of researcherBighlight the diversity in businessadel definitions(Al-Debei,E
Haddadeh and Avison, 2008z Alt and Zimmerman, 20QHeikkila and Heikkila, 2017
Johnson et al., 2008dohnson et a).2008h Morris et al., 20050sterwalder, 2004
Petrovic,Kittl and Teksen, 208chmitt,Gregoire,Incoul,Ramel,Brimont and Dubois, 2004
Shafer et al., 2009 eece, 2010Timmers, 1998Wirtz et al., 201% Schneider and $gth

(2013 add thatacademic literatureon business modslis fragmented with inconsistencies
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in definitions and construct boundari¢Schneider and Spieth, 20L8or exampleDaSilva
and Trkman(2014) define a businessiodelas a combination of resources which through
transactions gnerate value for the company and customers. Howetras,perspective

imply that the uniqueness of business models woeddsist ofresources and the way
transactions are processed. But business model uniqueness could also be in any of the
components of he business modgsuch as the way revenue is generated in the case of
Google where the search software is provided for free and money is generated through
advertisng. Furthermore, Wirtz et a[2016) not so long ago indicated that t despite the
growing number of papers in business model innovation there is limited understanding of
the phenomena with previous studiebharacterisedy a heterogeneous comprehension of
the concept.

To clarify thedefinition of a business modedfforts hawe been made to merge thdifferent
definitions. One such approach is discusse@iaranet al. (2009, categorisinghe diverse
definitions and highlighting that researchers took three main perspectav@srrow
technologcal or financial focus more general perspectiyer incorporaing strategy in

their definitions.Another effort in merging the diverse definitions is found in Wetzal.
(2016 who indicate thatbusiness model definitions either focus on thteucturein terms of
components of the business modal the task of thebusiness model in terms of key
activities.The commonalities betweetie business model definitiortsave been explored
and according toPetrovicet al.(2001), while the definitions are diverse&a commonality
between them is that the efinitions include a description of how a business makes money
to sustain itseliwhile providing value to the customerghus reinforéengthe ideathat
business models represent the intent of value creatibis declarativintent on how value
is createdwas evident in the sample business model definitions reviewed, for exa@ple
Debei et al., 2008aAmit and Zott2012 Andersson,Johannesson and Zdravkovic, 2009
Casedesudasanell and Ricart, 201Chesbrough, 200Thesbrough and Rosenbloom,
2002 DaSilva and Trkman, 20Hielt, 2011 Gordijin,Akkermans and Vliet, 20Q@mhnson

et al., 2008hbMagretta, 2002Morris et al., 20050sterwalder, 20040sterwalder and
Pigneur, 2010Shafer et al., 2009 eece, 2010Timmers, 1998Wirtz et al., 2016Zott,Amit

and Massa, 2001 These arssummarisedn Table2.1.
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Table2-1:

Samplebusiness model definitions

Authors

Definitions

Comment

Timmers (1998)

An architecture for the product, service, information flow and the various

actors and roles; and a description of the potential benefits for the actors as well
a description of the sources of revenue.

Stipulates value creation through architecture and actors
roles and sepecifies value capture in the sources of revenue

as well as the value proposition in the product and service

Gordijn, Akkerman
& Vliet (2000a)

Describes the way of doing business between actors, thus sparks off

requirements at business level.

Specifies the value creation aspect in the business model

Chesbrough &
Rosenbloom (2002)

Articulates value proposition, market segment, structure of value chain,
estimating the cost structure and profit potential of the offering and

describes value network and formulates the competitive strategy.

Specifies value proposition, target market and value creation
in the structure of the value chain and value network and
value capture in the profit potential and cost structure and

value proposition and differentiation in the competitive strategy

Magretta (2002)

Explain underlying business logic how the business delivers value to its
customers, at an appropriate cost, specifying the target customer and the

value of the offering to the customer

Specifies the underlying logic and specifies value creation
value capture in the approritae cost and the taget customer

and the value proposition

Ostewalder (2004)

A conceptual tool that contains a set of elements and their relationships,
expressing the business logic of a specific company, outlining the value
offered to one or more segments of customers, the architecture and partners
for delivering value and the relation between this value and capital such that

profitable and sustainable revenue streams are generated

Specifies the business logic and the interelelationships
between the business model components, stipulates

the value proposition, target market segments, value creation
in architecture, partners and resources as well as

value capture profitable sustainable revenue streams

Morris, Schindehutte

& Allen (2005)

A concise representation of how an interrelated set of decision variables
in the areas of venture strategy, architecture and economics are

addressed to create sustainable competitive advantage in defined markets

Specifies the interrelationship between the business model
components and specifies value creation and value capture
target markets as well as differention as implied

in the competitive advantage

Shafer, Smith &
Linder (2005)

A representation of a firm's underlying core logic and strategic choices

for creating and capturing value within a value network

Stipulates the underlying core logic and capturing and
creating value and strategic choices that imply a sense of

value proposition differentiation

Chesbrough (2007)

Articulates value proposition, identifies market segment, defines value structure
whilst specifying revenue generation mechanisms, position of the firm within the

value network and formulates the competitive strategy.

Specifies value proposition, target market and value creation
in the value structure and value network as well as
articulates valu capture in the revenue generation and implies

diferentiation in the competitive strategy

Al-Debei &
El-haddadeh (2008a)

An abstract representation of an organization core interrelated
architectural , cooperation, and financial arrangements designed

and developed by an organization presently and in the future, including
the core products and services that the organization offers or will offer,
based on the arrangements that are needed to achieve strategic goals

and objectives.

Stipulates the interelationship and value creation in the
architecture and cooperation arrangements and articulates
the value proposition in the product and services and

value capture in the finacial arrangements

Johnson, Christensen

Kagermann (2008)

A combination of the interlocking elements of customer value proposition,
profit formula, key resources and processes that when taken together create and

deliver value

Articualtes the inter relationship and specifies the value
proposition and the customer as well as
value creation in the key resourcesand processes and

value capture in the profit formula

[Andersson
Johannesson &

Zdravkovic (2009)

Captures the relationship between resources, actors and the events that

result in the creation distribution of resources among the actors

Casadesus-Masanell

The logic of the firm, the way it operates how it creates value for its stakeholders

Articulates logic and value creation and implies value capture

Ricart (2009) in the creation of value for stakeholders

Teece 2010 articulates the logic and provides data and other evidence that demonstrates Specifies target the logic, target customer, and value creation
how a business creates and delivers value to customers outlining . in the architecture and stipulates value capture in the revenue,
the architecture of revenues, costs, and profits associated with the business costs and profits
business enterprise delivering that value.

Fielt (2011) Describes the value logic of how a company creates and captures customer Specifies the logic and value creation and capture aspects

value

Amit & Zott (2012)

A systemn of interconnected and interdependent activities conducted by a

company and its partners to satisfy a perceived customer need.

Specify the interelationship between the business model
components and stipulates value creation in terms of activities

and partners, and articulates target customers and implies

value proposition in satisfying the perceived customer need

Da silva & as a combination of resources which through transactions generate Specifies value creation in the combination of resources and
Trkman({2014) value for the company and customers. articulates target customer and implie value proposition
Wirtz 2016 A simplified aggregate representation of the company's relevant activities Specifies the aggregation and value creation in the acitivities

highlighting how value is generated for the customer in order to secure
competitive advantage

and implies value proposition
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The various definitions were compared antalisticapproach adopted in defining what a
business modeakin the current research studyn comparing these sample definitions
those ofMagretta(2002 h & G S NJ (2004 EMeEbeougl2007), Johnson et.a20083,

h & (0 S N¥ antl Rg&E2@10 and Teecd2010) are perceived aspecifyngthe goal of

the business model and the components of a business mbdeake these definitionsare
adapted in the research studynd a business model is definad the underlying economic
logicof how a business makes money aoceatesvalue in serving the target customer
taking into account key activities, resources and partnerships as well as the value
exchanges between the company and its partsein similar manner to business model the
definitions of business model innovation are diverse as highlighted by Tesch and Brillinger
(2017)nextt2 G KS GSNX GodzaAySaa Y2RSt£x taz |
concept ofbusiness modehnovation The adopted definition of what a busineisseadsto
business model innovatioeing defined agither adaptingan existing business model
innovating one or more components of the businessdel orinnovating business model
componentso createa completelynew business model for the company with battiapted
andcreated businesmodels seekingp enablethe company compete effectively in a
changing environmentthe This definition for business model innovatidiffers from that
used byKokand Bateg2016) which takes a narrower vietsy definingbusiness model
innovationasa different way to engage with the customeasd earn revenueTlhisview
impliesthat business modehnovation covers only three components of the business
model, namely the distribution channels, relationships and revenue componienasidition
to the definition contests business model innovation research faces Exityin terms of

the level ofabstraction and confidentiality around company business model initiatives

2.2.2 Business modehnovation criticism

Based on the diversity and lack of consensus around business defdetions,Porter
(2001)criticisesthe busgness modetoncept asnurky at bestand the business model
approach to management becomes an invitattorfaulty thinking and selfielusion asthis
business moddefinition focuse®nly on how a company generates revenoet on
creating economiwalue. However, taking a broad viewf business modednd business
model innovatiorensures that a business model integrates both value creation and

generation.Hence the business model maye regarded as a unifying approach that
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integrates various streams afanagement, namelthe resourcebased viewthe value

chain framework, industriadrgansation economics, transaction cost economics, and
strategic network theory as such is not biased by any specific strategic management theory
(Mosala, 2012 Furthermore, the business model innovation concept relatellichael

t 2 NIUSdNIEStructure Viegbased on the Five Forces Framew(®krter, 1979 and

Generic Strategy ModéPorter, 1985. One may argue thathe business model concept is of
value in analysingompanies where there is more than one traditional business madel

the Five Forces Framework is static and linearaiture and not highly relevant where
traditional industry bomdaries are blurringas illustrated in companies such as Gogpgle
company thatisinvolved in books, software and mobile phones Apple a computer

company operating in the telecoms, music and film indusi@3MG, 201

An additional argument a® how businessnodel innovation links to creatingconomic
valuestems from the difference between strategy and business mtidlispresented in
Casedusvasenell and Ricar(2010 that indicatesthat the business model is not strategy
but a direct result of strategylepicting the reased strategy as the business model reflects
the curent position of the business based on the realised strategy.

According to Hamel and Bre€2007)the innovation stack igour levelstack with
operational innovation on the bottom of the hierarchy andié&pendenton the quality of IT
infrastructure but such IT basedivantagediffuse rapidly and difficulto defend. The
second level in thaierarchyis perceived as product innovation which an iconic product
yield some competitivealue thepace of technological advancement is such that
breakthrough products rarely provide lasting advantafyehird hierarcly is the strategic
innovation that is described as a bringing in a bold new busimeske! thatputs

incumbents on the defensiverhe fourth level of innovation according to this hierarchy is
managenent innovation that has uniqueapacity to createompeitive opportunities that
are hard to replicatend present disruptive business modé@tamel and Breen, 200.7n

this research study business model innovation is conceptualised to include both the
strategicinnovation level and the management innovation level as business model
innovation is perceived to enaagpass bothadaptingthe business model and disruptive

business model
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In additionPateliand Giagligf2003 suggesthat business models are a conceptualisation of
strategy ad represent the foundation for the implementation of business processes and
information systemsln terms of this view of business models as a conceptualisation or
realised strategy CaselesusMasanelland Ricart (201Mighlight thatstrategy reflects wht

a company aims to become, while business models describe what a company really is at a
given time As a resulbusiness modelare of value to business managemegioicusingthe
attention of the strategist on decisions that have shtatm consequenced)aSilva and
Trkman 2012) but also brainstorming about the fut¢@hing and Fauvel, 281 Hence,

Amit & Zott(2001) suggest thabusiness model must be seen as the replacement or
complement of the traditional units of analysis as a result of altered economic conditions.
Furthermore, Abrahanf2013 makes a case for the use of both strategy and business
model, with the business model focusing on bringing understanding of the current business
model and whether or not it needs to be enhanced or replaedule strategy focuses on
defining the competitive advantage through strategic analysis of industry, competition,
markets and other environmental factons thisresearch studywhile a business model

could be considered to be realised strategy agescribeghe current positia of the firm
innovation brings in an element of the futubg redesigning the existing business model
components Hence business model innovation is perceived as a complertwatrategy. In

a company bsiness model innovatiois triggered bya number & drivers.

2.3 Business model innovatiodrivers

Business model innovatioim a companys triggered by either external or internal factors
which are referred to as business model innovation drivBespitethe awareness of
business model innovation devsas triggersthere ispaucity of research in tharea.For
example a Googlehola search in2016usingthe search termBusiness model innovation
driverdeflects thispaucity ofresearchwith 25 resultswhile the term Businessnodel
innovation triggrYyieldssixadditional results Furthermore one may argue that this is a
new area of exploratioas the referenceare dated from 2016 2016.However
Mahadevan(2004) had earlier identifieccompetition, technology, value shrinkage, changing

customer neds, regulatory factors aniirm level competencigesvhile Morris et al. (2009
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identified growthaspirationsas a driver for business model innoiat. Despitethe drivers
being both internal and externgbosa, TrevinyeRodiguez &Velamuri(2010 suggesthat
often the triggers are externaHowever,Buchere et al. (2012 put forwardthe view that

the drivers could be internal or exterhand becategorised into threats and opportunities
which could also be internal or externMeeterns et al(2013 add that these drivers could
either threats or opportunities and the drivers should have enough potential to be worthy

of pursuit.

The external drivers have been idéigd astechnological advancemeiBucherer et al.,

2012 CasedesuMasanell and Ricart, 201Mahadevan, 2004AMarolt et al., 2016 Teece,
2010 Wirtz, 2012, market factorgBucherer et al., 201,2Virtz, 201) andregulatory
factors(Alt and Zimmerman, 200Bouwman and Maclnness, 2Q@ucherer et al., 2012
Wirtz, 201). Theinternal drivers have é&en recognise@sgrowth aspirationgMorris et al.,
2005 andresourcegBucherer et al., 20)2as well as time management challenges, highly

skilled expertsand joyin produceproducinghigh qualityproducts(Marolt et al., 2018

2.3.1 Technological advancement

Technological advancement triggers business model inmavai bringing opportunities
for new valuecreation strategie¢Jdnson et al., 2008dMahadevan, 2004 enabling
increased collaboration angroviding opportunities that make it easier for companies to
collect and analyse consumer dgBhatnagar,Maryott and Bejou, 20D7n addition,
technological advancement may present nsaurces of revenuéHoffman and Novak,
2003. Furthermore, according tdongurand Engwaf2014), technological advancement
requires companies tmaster double complexity in terms of both technology and business
model innovationastechnological advancement maften require a new busineswodel,
resultingin the company runnig dual business model&ccording to Markide€013),
running dual business models could pose challengdéiseasew business model could
require value chain activitiehat arein conflict with those of the existing business model.
Hence trying to compete with both businessiodels couldiskmismanaging both and

destroying valuéMarkides and Charitou, 2004
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Technological advancementay beclassified as either sustaining or disruptive. Christensen
(1997, provides an explanation of the two types of technological advanceyseggesting
that sustaining technologicaldvancements araimed atenhancinghe performance of
existing value propositiorsnd arethe most common andouldeither be incremental or
radical However there is a difference between the two becauseremental innovations
seek toprovide value prpositions thatmeet the user requirements more efficienthyhile
radical innovation&value propositioroften resuls from new technologies that provide new
functionalities. Thusaccording Norman and Vergari®014), incremental innovations seek

to do better with existing solutionhile radical innovationgim to do what the value

propositions did not do before.

In terms of dsruptive technological advancemertthristersen(1997) points outthat these
are rare and bring in value propositions thggrform less tharestablished mainstream
products and are typically cheaper and simpler, but have led to the failure of leading
companies. Christesen(1997), identifies additional challenges with digitive technological
advancementsrethat both the market and the final product features are unknown in the
beginning and listening to dominant customers leads to failuFaurthermore, whilst
identifying effects of a disruptivenovation is relativelygasy definitions of what is a
disruptive innovation is quite elusive despite the Christensen having identified that
disruptive innovationsre either new market innovations or lownd
innovationgNagy,Schuessler and Dubinsky 2016 clarifying this confusion Nagy et al.
(2016 propose identifying disruptive innovations baseal functionality, technical
standards and ownership and provide explanations as to how an innovation could be

disruptive to some adopters and at the same time be not disruptive for others.

An additional challenge to disruptive business model innowagaiscussed iRoss and
Saebe(2017and provide an example of hothe sharing economy provides an illustrative
case wheréusiness radel innovation from companies such as Uber intifaasportation
business and Airbnb in the accommodatexpansionthat are considered to be disruptive
are being hampered b 2 dzy i NB Q& O Fufthd8riork, HAbSYO1F dugpests

that technological advancement conform to the disruptive innovation theory whilst market
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factors deviate from the theory biailing toprogress further aftequickly disrupting a
portion of establishedanarkets.

Technologicahdvancements a driver for business modehovationas technology is
enabling peopléo share information instantaneously all over the world through the
internet for personal andbusiness purposes to collaborate, cooperate, andiaate for
value generatioranddistribution, thus presenting opportunities for new busingége and
Trimi, 2012.The key technologies driving business model innovation include mobile
computing, cloud computing, data analytics, and@bting and social networkingFor
example mobile computing has created opportunities for businessdel innovationsuch

as in theability to use mobile phones tatlitate and transfer payment@Mustafa, 201%as
well as changing servicesartiourism, ehealth, emarketing and educatio(Sousa, 2016
On the other hand advances in cloud computmgsent companies with edemand
computing services @& theinternet enabling innovative and transformational skift how
IT services armanaged and delivere@arrrison,Wakefield and Kim, 20X®&sulting in the
adaptation of ICT compani@susiness modelsThusClohessyActon and Morgat2016)
suggest that cloud computing has accelerated business model innovation for delivering ICT
solutions.Another technolgy that is expected to drive business model innovation
specifically in manufacturing is 3D printinghichoffers manufacturing companies rapid
prototypingwhile lowering coss, preseningthe companies a high degree of flexibiligd
more product variarg available in the markefWeller,Kleer and Piller, 2015Hence
manufacturing companiesouldinnovate existing business models to exploigk
opportunitiesand to cope with the increased competition generated by the vast product
variants in the marketin addition to mobile comipting, cloud and 3[Printing, bigdataand
data analyticsare driving business model innovatiaith data analytics being used to
leverage big data to provide valuable insights for business model innovation. For example
accordingo Bryat, Katz antazowskd2008 WalmartcontractedHewlett Packardo
constructa data warehouse to capture transaction data from the@O® stores worldwide
and appy data andytics to detect patterns indicating effectiveness of pricing strategies and
markeing campaignsaswell asto support theimprovements inrsupply chain management.
Having discussed how technological factors trigger business model innovation the next
secton looks into how market factoidrive business model innovatiomhus inconclusion

the technological factors that drive business model innovation inchuggaining
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technological advancements that are either incrememtatadical as well as disruptive
technological advancements. The internet having become an enabtesw opportunities
for companies, in addition mobile computing, cloud computing, data analytics, and 3D

printing and social networking driving business model innovation.

2.3.2 Market factors

The market factors which drive business model innovation include the changing customer
and the increasing competition. Changing customer needs drive business model innovation
by pushing companies to offer value propositions that meet the changing needsllassw
meet the needs ofin-servedcustomers. The changing customer needs are a result of the
increased access to information and commoditisaii@hesbrough, @7, Johnson et al.,
20083 Teece, 201pand the opportunities to serve the wserved customerglohnson et al.,
200839. Unserved customers are excluded either because the current value propositions
are extremely expensive, extremely time consuming, extremely complicated or extremely
inaccessibléJohnson, 2010 There are a number @dditional challengesiserving
customerghat may includehe factthat customer needs exceed solution capability as
technology lags behind customer demand, while in other situations the solution capability
exceeds customer needs as technology exceadmer expectationgDewulf and Mann,
2002. Moreover, with technological advancaaodern customersre sophisticated and
well-informed andseek value beyond price, quality, speed and cussation from products

and servicesalsoseekngenriching experienceiee and Trimi, 2032

Beside the changing customer needss tompetitive forcesre the other set of market
factors which motivate for business model innovatidhe competitive forces driving
business modahnovation include the need to fend off leend disrupters and respond to
shiftingbases of competition aghe perception ofwhat is an acceptable value proposition
changes ovetime (Johnson,Christensen and Kagermann, 2D@8avell as theompetitor
rivalry. The competitorivalry is exacerbatedy the €hina pric€effect, whichis a cliché
coined in themid-2000s thatequates toWhateveryour own price is, less than 3@hbhe
EhinapriceCdrives business model innovation as companiesdi® find new sourcet
lower cossandincreasequality to remain competitivén terms of acquiringapabilitiesto

movefrom commodity producing areas to specialist services and creabaisgd products
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and servicegKkeen and Qureshi, 20pa he competitive forces have resultedvalue
shrinkageandbusiness model homogeneijtthus furtherdrivingbusiness model innovation
(Mahadevan, 2004 Having looked at how competitive forces drive businessl@ho
innovation, the study will analyse how the regulatory factors trigger business model
innovation.

In summary market factors that drive business model innovation are cermtnedustomer
needs in terms of changing customer needs, the opportunities toesd¢ne unserved
customersAs well as competitive factors concerning the need to respond to the intensifying
competition, shifting basis of competition, fending off the lewd disrupters Furthermore,
competitive factors include o value shrinkage as altasflbusiness model homogeneity and
0KS G/ KAYl LINKROS¢ STFFSOG

2.3.3 Regulatory factors

Regulatory issues that drive business model innovation include changes in the regulatory
environment which provide opportunities for new value creat{dahadevan, 2004
Regulatoly changes have resulted in deregulatioausingoressure, with trade liberalisation
and overcapacity increasing commaoditisation and eroding operating margins in more and
more industries and pushing for business model innovafgsuwman and Maclnness,

2006). AltandZimmermann(2001) highlight that legal issues are an important component
of the business model because legal issues may influerecgdheral vision, decisions on
value creation systems and revenue models. Besides trade liberalisation due to
deregulation, intellectual propertfiPnanagement issues are driving business model
innovation with companies seeking to generate revenues friéhthat it is not being used
internally and buying IP from external partn€¥8ang et al., 20091Pismoving from only a
protection mechanism to a tradable goddr examplethe Deusche bank buysubstantial

IP mostlyfrom universities and higkech ventureg§Gassmann,Enkel and Chesbrough, 2010
. ThusChesbrough an8runswicke(2014) suggst thatthe practiceof buying and selling
innovationsis becoming prevalent in largmmpanies with customer eoreation, informal
networking and university grants as the most comnaimound practiceswhile outbound
practicesincludejoint venturesandselling marketreadyproduct idea&to another company

that eventually sells the products.
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In conclusion regulatory factors driving business model innovainanate from
deregulation, intellectuaproperty managementvith IP becoming a source of additain
revenues as companies either sellintgllectualproperty that they are not using or buying
IP from external partnersSuch moves intended to speed up the delivery of new product

and services.

2.3.4 Organisationalactors

The main internabrganisationatrivers for business model innovation are identified as both
resources and growthspirations. According to Bucharet al. (2012, resourceghat

become costly or unnecessary represarriver forbusiness model innovatio€omes and
Bemiker (2008 add that underutilised resources or capabilities in terms of technology,
humanresourcesor manufacturing could drive business model innovatise.an example of
the use of underutilised resourceSmericanFederal Expressourier serviceseveraged its
large body of knowledge in repairing electronic devices that employees use to make
deliveriesto offer the repair of electronic devices directly to customereating a business
modelthat capitalise®n existing capabiliteand excess capacity providerepair services

on a global scal@Matzler,Vieder and Kathan, 2015

In addition to resources anothesf the key intenal factors that is a driver for business

model innovation is growth aspiration€ompany growth aspirationaccording taMorris et

al. (2005, areclassified into four main categories, namslybsistence, income, growth or
speculative. Subsistence growth aspiration companies seek to meet basic financial
obligations,andmay not havea strong motivation to undertake business model innovation.
The inome, growth and speculative groups are most likely to pursue business model
innovation to support their growth aspirations. This is mainly because ingmnerating
companies invest to a point where the business generates a stable income for the owners,
while growth-focused companies undertake initial investmeamid reinvest to grow the
company while speculative companies aim to demonstrate venture potential before selling
out.

In summary the organisational factors driving business model innovation pelishession

include resources and growth aspirations with the aspirations categorised along the four
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dimensions okubsistence, incomend growthor speculativeThe resources include both

technological and human resources tlege available in the compan

Thebusiness model innovation drivers are illustratedrigure2.1, indicatingthat business
model innovation is triggered by technological advancement, market factors, regulatory
factors andhe internal factors.

Martket factors

Business
model
innovation
drivers

Regulatory factors

Internal factors

Figure2-1:  Business model innovation driversompiled byresearcher

2.4 Business modeVisualisation componentsand redesign approaches

An understanding of the components of a concept adds some clarity leading tedaptim
comprehension of theoncept.The business model componersgecify the interrelated set
of elements which togetheconstituent a business modelith Zott, Amit and Masség@011)

statingthat each of the components could constitute a part of a generic business model.
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2.4.1 Business model components

The lack of consensus on what a business mis@deld boundaries for theconcept has
resulted in divergent views on the components of the businessehdchderssoret al.
(2007)suggest thaa number of ontologies have been developed to state precisely tehat
include in a business modeishile Chandrasekar&2008 highlightsthat previous research
has ended with confusing business model componentthisresearch studyhe business
model components are identified from previous studies on business models and business
model ontologiesA business model answers key questions pertaining to the underlying
economic logic in a company. AccordingsterwaR S Ml @igneuf2002) a business
modelidentifieswhat value is offered by the company; to whahe company offers value
in terms of one or more customeegments;andhow the value is createdaking into
account company architecture and partners and relating this to how much psafiede

(Osterwalderand Pigneur, 2002

Thesequestions are used as a basiorganiseand present the discussion on business

model componentsdentified in the literature reviewHowever while the external factors
areidentified as componets of the business model imse studiegAlt and Zimmerman,

2001, Hedman and Kalling, 2008lorris et al., 200%they are excluded from the discussion.
While the external factors are important to the business model they are not necessarily part
of the underlying economic logic of how the company makes money and captures value but
are rather teated as the business model innovation drivérse first business model
components group to be examineasithe group that comprises the value proposition and

differentiation.

2.4.1.1WhatCroup ¢ value proposition; value proposition and differentiation

Thevalue proposition(also referred to as value offering, value model or value object
provides an answer as to what value is offered to the target custgdleand Zimmerman,
2001, Osterwalder, 2004Taran et al., 200mndislinked to the company missiodimedia

& Frias, 2009; Alt & Zimmerman, 200Ihe value dered should have an economic value to
at least one of the actor&ordijin and Akkermans, 200&ndrepresentsthe value that is
created for the customefChesbrough and Rosenbloom, 2D@uithermore, Johnsoret al.

(20089 statethat the value proposition is a response to a specifistemer need which
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refers to asé great way to get an importarjpb doneQemphasisinghat the customer need
mug be regarded agmportant by the customerA different view on the value proposition is
offered byStahler(2002 who arguesthat the value proposition shouldot onlyindicate the
value created fothe customers buspecifythe vdue proposition for both customers and

value partnersn terms of other entitieghat are involved in the value creation process

Thevaluepropositionspecificatiomot only requires stipulation of what is offerdxlit
impliesthe specificatiorof how such value would balifferentiated, a the value
proposition besides specifying the valughouldindicatewhy customers are willing to pay
for the value and how the value is differentiated from that offered by competitors
(Andersson et al., 200€hesbrough and Rosenbloom, 200B&terwalder, 2004Richardson,
2008. The value may be differentiated along the basis of overall cost leadership or
differentiation (Porter, 1980 that may be along the dimensions of product leadership,

operational excellence and customer intimg@yeacy and Wiersema993).

According to Porte(1980) companies apply an overall cost leadership or a differentiation in
either a broad or narrow scope. Overall leadership entails being &tstvproducer by

having a high asset turnover, supplying high volume of standard products with narfdlls
focusing on mass production. Overall cost leadership is viable in large companies that enjoy
economies of scale and often overall cost leadership targbt®ad market segment.

Treacyand Wersema(1993 elaboratethe differentiation into three distinct categories of
product leadership, operational excellence and intimdyoduct leadership entails a
continuous stream of statef-the-art products and servicesyhile operational excellence

covers the delivery of reliable products and seeg at competitive prices wittminimum

difficulty orinconvenienceand intimacy refers to segmenting target customers and

providing tailored offerings that meet exact demands.

As an alternative tdocusing on eitheproduct leadershipr differentiationKim and
Mauborgne(2005 proposebreaking off the tradeoff between differentiation and cost by
simultaneously pursuing differentiation and low ctstfocusing on alternatives and
unserved customer3his entails eliminating the value proposition attributes that are

irrelevant to customer needs and reducing value proposition attributes that have bee
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overdesigned in an attempt to match or outperform competition as this attributes increase
the company cost structure at no gain to the company by e@esving the customers. In
addition to the elimination and reduction of value proposition attributes traluecost

trade off requires raising well above industry standards those value proposition attributes

that are of high relevance to the customand creating new attributes.

2.4.1.2WhoCgroup ¢ customerinterface, target customer, distribution channels and
customer relationship

The customer interfaceompriseghe target customer, distribution channels and customer
relationships.The target customer component provides answers as to who is the target
customer to whom the company wants to offer value, spesdytustomer segments
(Osterwalder,Pigneur and Tucci, 200%teli and Giaglis, 2004lelivery channels used
(Osterwalder et al.2005 Petrovic et al., 2001and customer relationship strategies used
per target market segmer(Morris & al., 2005 Osterwalder, 20040sterwalder et al., 20Q5
Petrovic et al., 2001 A closer look at each of these components will now be taken to gain

further clarity by looking at their subomponents.

Target markesegmentation is an important aspect within the business model with

h & 0 S NI antl Rdh@uk2@10 suggesting thatustomers are at the heart of the business
model, as without proftable customers the company will not survive for loghen there is

a large group of end ca@umers thatrate the value propositiorequally(Gordijin,Petit and
Wieringa, 200pthe customersshould be sukdividedinto distind subsets that behave in a
similar mamer or have similar needsustomergFoedermayr and Diamontopoulos, 2008
Osterwalder and Pigneur, 20)16r other attributes (Osterwalder and Pigneur, 20110

However despiteagreang that customers need to be segmentedi i S NI antl R S N &
Pigneur(2010) argue thatcustomer segments have substantially different profitability and

are willing to pay for different aspects of the value proposition.

Determining the segmentation variables isvaluebecausenappropriate segmentation
may lead to lost sales and missed opportuniti€sin, 2009 Moreover, customer

segmentation enables the company to allocate investment and resources to the customers

that willbe mostatr® i SR 6& G KS 02 YL (Psieddlded) PODzS LINE LJ2 & A
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Customers mabpe segmented into two main marketseither consumer or businegSun

2009) Each market has its own segmentation variabBsgmentation variablesuggested

for consumer markets include geographdgemographi¢psychographiand behavioural
segmentatiomrand suggested variables for business markatdude demographic, customer
operating variables, purchasing approaches, situational factors and personal characteristics

(Morris et al., 2005Sun, 200%

These customer segments will influertbe type of relationship the company maintains
with the customers. As accordinghod i S NI antl Rgh&uk2@10). The customer
segments needs require and justify unique value proposgioeached through different
distribution channels and require different types of relationshiparthermore Morris et al.
(2009 indicatethe customer relationship could either lheansactional or relational.
According taRanganMoriarty & Swart£1992), in business markets buyers may be
transactional, relational, programmed bargain hunters with the comyplaaving to adopt

different suitable approaches teelationship management.

Managing and maintaing customer relationships isf relevanceo business model
innovation.h & G S NI antl Rdhe&uk2@10 define customer relationship athe

relationship a company establishes with a specific customer segreotrdng toWiner

(200)) the Internet enables companies to build better relationships with customers and
presents opportunities for companies to respond directly to customer requests and provide
customers with annter active and customised experience and to establish, nurture and
sustain longterm customerrelationships Managing customer relationships is motivated by
customer acquisition, retention, upselling and customisatiosterwalder and Pigneur,

2010. Inmanaging the customer relationship companaaild choose to adopt different

strategies in different target market segments.

The customer segments amaanaging customer relationships are directly linked to dejiver
channels. According to & G S NB antl RghelX2@10 delivery channels refeo
communication, distribution and sales channels that the compang waseeach customer
segmentsand suchchannelsanfluencethe customer relationship. Furthermoréndrejic

andKilbarda(2016) suggest that efficient delivery channelsntribute to customer
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satisfaction andoyalty. Sucldelivery channels may either be direct or partner channels. As
h & i S N anftl Rgh&E2@10 observe companiesnay choose to use own channels or
partner channels or enix of bothwith direct channelsomprisingin-house sales forces,

retail stores or websiteshile indirect channels could include retail stores owned or

operated by company partners.

In summarythe customer interface entails the target market segmesustomer

relationship and delivery channelBhetarget market component can be described from a
customer perspective as the group of customers that assign economic value to objects or
from a company perspective as the customer segmémtshichthe company wants to

offer marketvalue. Such segmentation could based onwvhetherthe customer is a

business customer or a direct consumer and using segmentation variables that are
appropriate for the groupingThe customer relationships specify the type of tielaships

the company adopts in the various segments. The deligleaynnels addresthe aspect of

how the companyommunicates andeaches the customer segments to deliver the value

proposition.

2.4.1.3%Wow groulx, value configuration;key activities, resourceand partners

Companies aim to create value for the target customer and in a business model the aspect
of valuecreation is covered in the value configuration. The value configuration answering
the question as to how value is createdmprises key activit& resources and partners. It
depicts how value is created for the target custon@sterwalder, 2004 identifying key
activities, resources and partnefRichardson, 2008In value configuration, resources and
activities must be acquired, activated and organised in a way that improves the quality of
offering in relation to customer preferences and competit@iedman and Kalling, 20DP3

Key activities specify the processeich are undertaken to create and deliver value to the
target customer and such activities consume resources. The activities could be production,
problemsolving, platform and others. Key resources outline the resources which are
consumed in the creatioand delivery of value to the target customer. Key partners reflect
the type of partners, motivations of such partnerships and the alliance types which are
involved in the value configuratidi®sterwalder and Pigneur, 201l&nd value exchanges

between the company and the partners.
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The resources and actigs in a business model have been referred to as value creation and
delivery systenfRichardson, 2008infrastructure managemer(Osterwalder, 2004
Osterwalder et al., 20Q5corecompetence(Morris et al., 200bresource§Hedman and

Kalling, 2003Pateli and Giaglis, 200Retrovic et al., 2001 assetgLai, Weill, and Malone,
2006)andvalue architecture (ADebeiet al., 2@8b). Lai, Weill & Malone (20p&ddthat

assets are commonly referred to as components of the reschased view or core
componentsAccording taHedman& Kalling(2003)in the value configuration resources

and activities must be acquired, activated amgarised in a way that improves the quality

of offering in relation to customr preferences and competitors

In the analysis of resources and activities Morris et al. (208bhe core competencasthe
O2YLIl yeQa Ay UdSNYyI f gabldslkhé dompany & pafotin gelhtivelyt & S
better than competitors. Morris et a(2005) does not give any categgation of the core
competencies but highlights that these competencies include production or operating
systems, selling or marketing approaatfprmation management, mining or packaging and
supply chain management. Core competence could also include technology, research and
development, creative or innovative or intellectual capacity and networking or source
leveraging or financial transactions arbitrage Lai,Weill & Malone (20063ategorie

assets used in value creation irghysical, financial, intangible and human. Physical assets

are durable items such as houses and computers as webiradurables such as food

clothing and paper. Finaral assets givewnersrights to potential future cash flows and

include cash, bondsecurities and stocks. Intangible assets include legally protected
intellectual property such as patents, copyrights and trade secrets including intangible
assetssucha | y2¢6f SR3IST I22RgAfft YR ONIYR AYlI3ASo

and effort.

Hedman & Kalling (2003) categgarresources intdhuman, phygal or organisationalVhile
Pateli and Giaglik004) define resources as capabilities assets as well as key activities
including intra and interorganisational business processes, thus bringing in the value

configuration perspective to the definition of internal capahbties. The configuration

perspective is supported in Petrovic ettag001) resourcenodel thatis described as the
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logic of how the elements are combined in the value creatiom. n i S NB (2608 S N &
resources and activities are viewed as both resoame value configuration anare
referred to as infrastructure management that comprises the comgxggpabilities and

the value configuration in terms of how activities and resources are arranged in value
creation and partnershipthat the company coopmtes with in the value creation process.
A similar integrated view on resources and activities is supported in Rich&¢20a8)
presentationof valuecreation anddelivery whereinternal capabilities components are
identified as resources and capaldg, orgaisation of the value chain, activities and
processes as well as the company position in the networkeblei (2008b) supports the
inclusive resources and configuration viesguingthat valuearchitecture revolves around
company resources an@pabilities as well as to how these are configured for value

creation.

In addition to the keyactivitiesan important component in how value is created is the

O 2 Y LI kfyep&thaersAccordigto h & S NI antl Rgh&ur2@10 key partnersconsist

of anetwork of suppliers and partnethat enable the business ndel. The value network
deals with the alliances and partnerships that the company establigadsli and Giaglis,
2004, representing the external arrangements treacompany conducts with other
businesses in the value network in order to offer produat servicegAlDebei et al.,

2008h. In additionh & ( S NJ (2008 sidyEsEs that kegartnerships arevoluntarily

initiated cooperative agreements formed between two or more independent companies in
order to carry out a project or a specific activity jointly by coordinating the necessary

capalilities, resources and activities.

Partnerships are becoming the cornerstosfanany business model3he value network
determines the role a company choade play(Alt and Zimmerman, 20QChesbrough and
Rosenbloom, 2005 hafer et al., 2005s well as the agents that constitute the network and
industry focts on customers and producfalt and Zimmerman, 2001The value network
includes suppliers, customer information, customer relationship, information flows and the
product or service flowgShafer et al., 2005In additionChesbrough & Rosenblooii2002
indicatethat not only do participants in the value network include company suppliers and

customers but also potenti@omplemeantors and competitors. Furthermore, on the supply
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side the value network increases the supply of complementary gatdls on the demand

side the value network increases the network effeatgthe consumer.

In managing business model innovation to compéte partnershipswould need to be
managed and positivealignment must exist between the company and its partners.
According to Chesbrough & Rosenblo@002) a positive alignment of the company within
the value network can leverage the value of technologlyile failure to align with the value
network can dissipate the potential value of offering managing th@artnerships
Verkatramanand Hendersorf2008 propose amapproachto managing relationships with
key partnerghat is in acontinuumbetween exclusive or inclusivé/here exclusive
relationshipsgenerally tight knitentrally controlled partnershipsith defined
boundariesandadopt a design or dominate strategys in the example dflike andApple

or adopt adeliberate approach to value creation to acquire aathpt asn the case of QEa
diversification strategy. In terms of the inclusiedationshipsthe different partnerships and
alliances are loosely controlled andmpaniescouldeither connect orcreate as in the case
of Microsoft, relyingon ecosystem to adaphe business modelith a deliberate approach

towardsvalue creationor explore and exploilike Google

In summaryresources and activities areay be referred to asalue configuration.

Resoures could include physical, financial, intangible and human. Value configuration deals
with the high level view of what activities are undertaken in creating value for the customer.
Value configuration is an important aspect in thésearch studypecause lhe value

configuration links to the process modelhich will expand on the activities perspective by

providingdetails of how the value is created.

2.4.1.4Wow muclgroup ¢ financialaspects;costs and revenue

TheWHow muchyroup illustrates the financial aspes in terms ohow much value creation
and delivery costs, as shown by the costs and revenue miadkect the profit model for
creating and delivering value to the target custonf€hesbrough and Rosenbloom, 2002
Morris et al., 2005Pateli and Giaglis, 200Retrovic et al., 200Richardson, 2008 The
cost structure sums up the monetary values of creating and delivering value. The cost

structures are either value driven or cost driven wikte tcosts characterised by fixed costs,
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variable costs, economies of scale and economies of scope. On the other hand, revenue
streams describe the various revenue streams through which the company earns money.
Revenue sources have been categorised usingdifferent dimensions. Hoffmaand
Novak(2003 classify revenue streams into direct and iredit revenues. Direct revenue
streams range from direct sales of goods and services, and indirect revenue streams collect
fees, including transaction fees, hosting fees, referral fees, subscription feesgliees
pay-per view and othersAnother categdsation comes fronh & G S NI antl Rgh&R &
(2010, who usethe dimensions of onceff, recurrent and uséased group revenue
streams. Thelimension of onceff includes asset sale and registration, recurrent streams
relate to subscriptions and advertising, while #sssed revenues include transactibased
revenues, commissionand brokeragend lending, renting or leasing. The revenue streams

are related to pricing strategies.

Pricing has a bearing on the revenue modielisbusiness model innovation will require an
innovative approach to pricingVhile Osterwald N&Rigneur(2010 suggest thapricing

may beeither fixedin terms oflist price, product based, customeegment based and
volumebased strategiesor dynamic in the case obargaining, yield management, real

time and auction pricing strategiedinterhuberand Lizoiu(2012 addthat companiesneed

to acquire sophisticated pricing skjlis the varying price realisation capabilities and price
realisation capabilities have an impact on the revenue model. These authors further suggest
that companies either use coebiased pricing, competitichhased pricing and customer
valuebased pricing, with the most advanced companies using customer based pvitting

high levels of price realisation.

The financial aspects illustrab®w much valuereation and delivery costas shown by the
costs and revenue modekflect the profit model for creating and delivering value to the
target customerChesbroagh and Rosenbloom, 200@orris et al., 2005Pateli and Giaglis,
2004, Petrovic et al., 200Richardson, 2008 An understanding of business model
components provides valuable input in managing business model innovation to effectively

compete but does not provide information on the prose that is adopted.
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Financial aspect®©sterwalder, 2004are also referredd as economic factor@d/orris et al.,
2005, value capturéRichardson, 20Q&hafer et al., 2005evenuegAlt and Zimmerman,
2001), revenue mode{Petrovic et al., 2001 cost and revenue mod@Pateli and Giaglis,
2004, cost and profit potentialChesbrough and Rosenbloom, 2p@8d value financéAl-
Debei et al., 2008bThe financial aspects describe the company logic for earning profits

(Morris et al., 2005Petrovic et al., 200IRichardson, 2008

The core componas of the financial aspects are the cost structure, revenue model and

profit (Chesbrough and Rosenbloom, 200&terwalder, 20040sterwalder et al., 2005

Pateli and Giaglis, 20pRichardsn, 2008 Shafer et al., 2005Accordingtdh & 0 SNB I f RSN a
et al. (2005 cost structure in essence sums up the monetary consequences of creating
value.DubossorTorbay,h & (i S N¥ & Pigh&uiind) add that the costs structure

measures all the costs a company incurs in creating, marketing and delivering value to the

customer.

According tch & ( S NI ét &l.RRS0Id&revenue modetescribesvarious revenue flows
from which the conpany makes money. Pateli & Giaghi®04) stressthat the revenue

model includes both the pricing policy and revenue streams. Accordibgrtonen Tinnila

& Miikkulanen (2007) pricing of products and services is a complex task and prior research
on pricing identifieshe three main categories based & NI §eNdfldistrategiesThese

are a productdriven pricing, cosbased pricing and competitive pricing to support a cost
effectiveness strategyA costeffective strategy may be supportedth either a product

driven pricing, cost based pricing or competitive priadile a differentiation strategy could

be linked to either a customer driven pricing, value based pricingcantpetitive pricingIn

a focused strategy business model a company cadtpt eithera valuebased or

customisation pricingBesidespricing the revenue model includesvenue sources.

According tAAlt & Zimmermanr{2001) sources of revenue need to be carefully analysed
from both shortterm and midterm perspective. Hoffman & Nov4R003) highlight that
there are number of revenue streams thange from direct commissions on sales of goods

and services, to other less direct models for collecting fees.
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The profit component measures the ability of the company to create positive cash flow
(DubossorTorbay et al., 20011n additionh & G S NJ antl FRgSeNd2@02) state that a

profit model is basically an outcome of the differences between the revenue model and the
cost structure. Furthermore the profit model is directly linked to costs, as efficient
management of costs optiises he profit modelwhile the value proposition and the target

customer have the ability to maxise revenue thusoptimising profit.

In concluding the discussion on the financial aspemte may argue that the financial
aspects of the model cater for the esgfication of cost of value creation and the overall
revenue from the various streams that a company generates from delivering value to the
customer. In addition the business model financial aspects reflect profit that is the
differential between costs ahrevenue. Furthermore, the financial aspects need to be

analysed from both a shoterm and longterm perspective.

In conclusionjn the business modelomponents discussiaan illustration of the business
modelcomponentss presated. Figure 2.dllustrates the business models cageries &
grouped around théhatQHow muchtand WhoQAs highlighted in the discussion the
business model components groups comprise the value proposition and how it is
differentiated. TheHowQeflects the key activitig, key resources and key partners. In
addition the\How muckYepresents both the revenue structures and cost structyuvasile
the WhoQhat is the core in the business modelnghe middle of these other components
illustrating the target customers, tributional channels as well as the customer

relationships that the compay maintains with the customers.
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What value is

offered to the

customer?
VALUE

PROPOSITION

Who is the target customer (segment)?

How much
revenue is
generated?

How is the value
proposition

created?
REVENUE

MODEL

Figure2-2:  Business model components adapted frofRleisch and Wortmann, 203%nd (Pigneur, 200§

In expanding business modehderstanding business metsare visualised withontologies.

Accordingg Q& 2etlal.5 Q{ 2dzl I TGy . SSAGZ1 dAGSYIFE2 2NIYI Yy
business model ontologiewe effective tools for designing and evaluating business models

The next sectiorpresentsbusiness modls visualisatiomising the various business

ontologies

2.4.2 Business model ontologies amtsualisation

Business modelisualisatioris of value in maaging business model innovation to compete
asmanagement models arermeansof communication that aims tbridge the differences

in abstraction to provide comprehensiveng¥&an Assen,Van den Berg and Pietersma,
2009. Business modelings definedas the set of cognitive actions aimedrapresenting
complexbusiness activitie in a parsimonious, simplified forwhich isa businessnodel as
well as to the set of activities that cognitively manipulate the business modsidmate

alternative ways in which it could be design@dersa,Haefliger,Rossi and Badearller,
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2015. Hence this definition implies that modelling entailgisualisatiorof the busiress
model and the steps taken to innovate existing business modfsgalisinghe business
models graphically facilitates communicating and developing understanding of the existing

business models.

Regardingisualy presentingbusiness models Schmét al. (2004 suggesbusiness models
need to be represented formally with ontologiesthat business modslmaybe compared
and evaluated to reveal strengths and weakresthat would serve as input in subsequent
business simulationgurthermore, Johnson, lacafaljavan Sinderen, Magnuss@amd
Ladhe(2013 add that anvisualising business modelprovides an overview between the
actors involved in a business collaboration and the manner in which the actors benefit
financially and otherwisd-urthermore suchvisualisatiorwith ontologies facilitates
business model communication within anganisationas ontologies are primarily used to
communicate between people, arasa basisfor communication between computers

(Borch and Stefansen, 2004

The prominent business model ontologies are Resource Event Agent (REA), e3 value and
Business Model OntolodBMO) (Andersson et al., 200®ecreus and Poels, 2008
Edirisuriya and Johannesson, 20B§peas and Gordijin, 200%Bamavi,Yu and Topaloglou,
2009 and Reference Ontologyrurthermore,Decreausand Poels(2008 add that these
ontologies are partially overlapping and thaReferenceOntologythat is based on th
business model ontologies has begaoposed.However, tleseontologies do notink
business models with enterprise architecture wihlhchimate haingbeen proposed tdink
business models to enterprise architectwh business models representing stegic
aspectswvhile architecture models capture operationaspectylacob et al., 201
Furthermore another key limitation of the ontologies identified by Johnson €Ratl3) is
that ontologie<Zailure to model risk in terms dhe uncertainty relating to the considered
business collaboratigrior which the authors recommend Entaipe Architecture Analysis
(EAAto add a probabilistic setting-he following sections will briefly discuss each of the
business model ontologies oER, e3valueBMOandReference Ontologstarting with REA
and sample business moddétom the perspectives of these ontologies will be illustrated.

illustrating the business modalSwiss photography businesamedColorMailerwill be
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used and theénformation will be extracted fronhaghah & G S NJB antl RghéuX2@01) as
well as fromh & G S NJB antl Rgheur2@02).

2.4.2.1REA

REA ontology was originally used in accountBaych and Stefansen, 2008eerts and
Mccarthy, 2002Gregoire and Schmitt, 20QBut has been extended to enterprise
information systems and to include enterprise as a whBlerch and Stefansen, 2004
Geerts and Mccarthy, 2002According toGregoire& Schmitt(2006) REAspecifically traces
to business accountingpnceps where the flow of physical and financial resources betwee

the companyand customers and suppliers are documented in books of accounts.

The fundamental assumption in REA is that that the essence of an enterprise is to exchange
goods for other goods and REA expresses an enterprise in terms of this basin pétter
exchanggBorch and Stefansen, 2004ccording tdGeerts& McCarthy(2002 company

activities are made of economic exchanges or economic conversion with parties inside and
2dz0 AA RS (KS 02 YAnllergsdorexal, (20a6dagidRhatNide Gnhdetlying logic is

that every business transaction can be described as an event where actors exchange

resourcesand to get a resource an agentsto give up some other resources.

REA ontology has both strengths and weaknesses when usasbimisebusiness models,
According taBorchand Stefanser{2004) while new abstraction levels have been added to

the REA ontology the exchange patterns remains the primary focus. The focus on exchange
patterns is a key strength for REA ontology as this makes the core model, powerful and easy
to grasp thus providingguidance in the conceptual modelling. HoweMgorch & Stefansen

(2004 go on to highlight that the focus on exchange patternisath a strengthand a

weakness in the REA ontolo@yhe key limitation is that the focus on exchange patterns

forces one to view everything in an enterprise as an exchange but this is not always the
case for example where a company pays tan a donation, there is a sl resource

outflow with no corresponding inflow.

Another key challenge that is encountered with REA ontology is that REA is strong in

modelling company external exchanges in #adue chairwhile weak in illustrating value

44



creation from a compangentric viewpoint. In additionREA accounts only indirectly for
revenues and costs induced by an econoevient, and resources that are involved are not

essential but secondary to an evgf@regoire and Schmitt, 2006

According taBorchand Stefanser(2004) in using REA to visusd business models the issue

of duality of exchanges between companies is of concern as the exchange patterns are not
sufficiently defined in terms of the relationshifhe logic of REA suggests inflow everts
paired to outflow eventswhereone eventis paired to one outflow every manyto many

relationshis may exist

Inthe case ofColorMailer an economic everg one wherghe customer uploads digital

images to the ColorMailer website and images atiatpd either on photographic paper; T

AKANI A 2N IAFGA 2N 20KS Nhehin®dithages largd eReretly Odza
RANBOGE & (2 Oldasseacy fakdade sik niaiR Bigsriisithat participate in

economic events within ColorMaileubiness models. Howeveallustrating all the economic

events becomes very complexence Figure 2.3llustrates a single economic event

between ColorMailer and its customers.

" Agent
Hesource: Provide ColorMailer
Printed images
Economic event
Printed images sale CAgent
ustomer
_ Receive
Give
1 Duality  [~———— a
) Agent
Take j Receive ColorMailer
Economic event
Cash receipt
1 Provide Agent
Customer

Figure2-3: ColorMailer REAusiness modetompiled by the researcher
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2.4.2.2e3value

In modelling the business model e3value focusethe LJ- NJi goBpaiettand in

addition depicts the key activities and customers with aimof assisingto communicate

the value generated by each paipating partner Ase3value ontologygentresaround
graphically illustratingnow value is created and exchangamongthe stakeholders in a
network (Gordijin et al., 2000} focusing ormodellingthe value network between the
partners(Andersson et al.,@6). Thus Gregoire and Schm{@&regoire and Schmitt, 2006
suggest that ealue represergthe value chairview of the business model. Howeyéris is

not necessarily the case as e3value illustrates the key activities and partners but excludes

the resourcesised which are part of value chain aspect within a business model

The2 v (i 2 fcénHa @giimenisthat actors are involved in a value wé®ijpers and
Gordijin, 200 where a group of companies and the final custonjemstly creat,

distribute and consume objects of economic vaj{Gerdijn,Ostewalder and Pigneur, 2005
depicting the essencef business collaboratiofGregoire and Schmitt, 2006l herefore,
e3value fatlitates the representation of objects of economic value that are created,
exchanged and consumed, representing who is doing business with \i@&ordijn and
Akkermans, 2001

The main strength o#3value according to Gregoire & Schm{f006), is that 8value seems

to be a good tool when developing new business ideas in identifying trelpesnarket
segments showing who brings in what in value creation and what they expect in return. This
is mainly because e3value is suitable for describing the roles, inputs and outputs by mapping
actors and value objects. According(fndersson et al., 20Q@3value supports profitability
analysis of business cases. Pijmard Gordijn(2007) add thate3 value may be used to

calculate net profit per actor over different periodsordijnet al. (2006 state thatusing e3

value a net value sheet may be generathdt shows the net cgh flow of each actor

involved in the value creation to give an indication whether the business model at hand is
commercially successful for each actor. In additeivalue may be used to model how

value evolves oveime with each model representing aapshot at specific point in time.
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The key limitation of e3 value is identified by Gregoir8damitt(Gregoire and Schmitt,

2006 as thate3-value depicts the essence of the business collaborahence expresaga

value chain viewpointwhile not providing a comprehensive account of value creation

within a single company. Fimérmore e3valuepartially maps resourceshile ignoring the

process and activities which are inferred from the value excharigere 2.4llustrates

ColorMailer business model using the e3value ontology.

Individuals with digital
devices

purchases printed digital image and upload images for printing

printed images ; ;
. . avment printed images payment
payment printed images pay
P {AV )
e/
;d',—/ payment ColorMailer N
Interdiscount L : - N payment Sony Europe \ ol /
Receives customer oders on D‘\P S s l; >,
behalf of Colorailer < Prints digital images G 4| Receives customer arders on
/ \ on customer item of choice ) \ hehalf of ColarMailer
Packs images
Deliver printed images to post office
After sales image processing|
image processing . J
\.A VJ \_A V_I L
delivers printed payment payment Rayment
images to customers upload images
A=y I
Swiss postal Fotowi ——
service DLowre
Delivers printed B uplqads_ images and provide software
images to custormer maintainance
address )
refer customers {AV )
Affiliate™——"
companies
Refer customers to Coloriailer
Wehsite

Figure2-4:

a7

ColorMailer e3value business modebmpiled by the researcher




2.4.2.3BMO/Business Model Canvas

BMOisalso known commonly as the Businddsdel CanvasAccording toGregoireand
Schmitt(2006 BMO focuses on the internal perspective of a single comganoyiding
information on the four main businessodel component®f value propaition, customer
interface,value configuratiorand financial aspect&ordijnet al. (2005 expand this view
proposing that dusiness model is @onceptual tool elaborating on the elements and their
relationship expressing the business loJicus a business model answers what value is
offered by the company; to whn the company offers value in terms of one or more
customer segmets; how the value is createghd delivered taking into account company
architecture and partners and relating this to how much prisfimade(Osterwalder and
Pigneur, 2002

The key strength of BM@ccording to Anderssoet al. (2006, is that BMO provides an

ontology that facilitates detailed accurate buegs modemodellingtakingthe perspectives

of asingle compangndK A 3 Kf AIKGAYy I GKS O2YLI yeQa SydANRY
delivering a value to particular customer demands. However, Gregoire & S¢Ra18)

suggest that BMO serves to model 90% of all the concepts of the business model but lacks

the ability to describe thénterfacea mmpany has with suppliers and customers from a

value chain viewpoinfThis therefore ignores the soegronomic factors within which a

company operates in the value creation, excluding analysis of the impact of rules and

regulations of the market in whidine company operated-igure 2.5 shows the ColorMailer

business model canvas.
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Sales through affiliate websites

Key resources

x Agfa print infrastructure

x Offices in Vevey Switzerland
x 15 employees

x Web servers
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Figure2-5: ColorMailer Business Model Canvas Business Madehpiled by the researcher

2.4.2.4Reference Ontology

Anderssoret. al. (2006) identify the basic notions of business models by constructing a
ReferenceOntologybased on three most established business model ontologies of REA, e3
valueand BMQthat were discussed in therecedingsections These authors suggest that
these three ontologies are well defined and provide an adequate basieference

Ontology, these ontologies are used as inputs to analysis and subsegyatftesis.

The man strength of the reference ontology is that the reference ontology served to gain a
better understanding of the original ontologies of BMO, REA and e3valumaynderve as a
mapping tool where business models could be transformed from one formalismother
(Andersson et al., 20Q06However, Anderssoret al. (2006 allude to the fact that the

reference ontology still needs to be validated with future research. In addition a literature

search for studies that have adopted the reference ontologyadellingbusiness models
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could not be easily identified from a search orline databasesWhile a total of 133 articles

cited this article it appears those articles do not provide empirical work using the ontology.
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Figure2-6: ColorMailerreference ontology business model comed by the researcher

2.4.2.50ntologies comparison and selection

As the discussion highlightsach of these business model ontologies have the potential to
visualise the business model. Hence a comparison was made to select a suitable ontology to
use for visuasiing business models in the research stuihble2.2 presents the ontologies

and their capability in visualising business model compond@itssusing thetable to

reviewof the business model ontologies, one may argue that the four ontologies have the
poil Sy GdAl f (2 @AadzdtAras O02YLIyAS&aQ SEA&AGAY3
visualise the external aspects of the business maaleile either partially or fully visualising

the components of the business model.
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In particular REA and e3Value &B®dIO only partially model the value proposition modelling
value offeringwhile excluding the differentiation aspectB terms of the target market
perspective only BMO fully support the visualisatialbowing for the modelling of the

target customer as ell as the channels and the customer relationsiwsle REA, e3Value
and Reference ontology do not provide the capability to model the distribution channels
and customer relationshipgnother key difference between the ontologies is that only

BMO andreferenceOntologysupport the visualisation of key activitiasad resources.

The main similarity between the ontologies is that all the ontologies support the
visualisation of the key partners with e3value as the only ontology that has the capability to
guantify the value delivered by the external partners using financial metriasontrast

BMO fully supports the visualisation of the financial asp&dtde REA and Reference
Ontology only visualistne revenue duality exchanges and e3value visualisesniey and

partially models costs.
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Table2-2:

Business model visualisation techniques

Component Rea e3value BMO Reference ontology
Value Partial support product offering| Partial support prodat
proposition not offering Fully supported | Fully supported

how product is differentiated

not howproduct is
differentiated

Target Market

Partial support target customer

not disribution channels and
customer relationship
management

Partial support target
customer

not distribution channels and
customer relationship
management

Fully supported

Partial support target custome

not distribution channels and
customer relationship
management

Resources and
activities

not supported

not supported

Fully supprted

Fully supported

Value network

Fully supported

Fully supported

Fully supported

Fully supported

Financial partial support accounts supports financial aspects wit partial support accounts
aspects indirectly for additional Fully supported | indirectly for
revenues in the duality of capability to assess the value revenues in the duality of
exchange generated by exchange
eachpartner
External
environment & | Not supported Not supported Not supported | Not supported

& growth
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Thus due to the fact thaBMO fully supports the visualisation of the business model
components except the value proposition differentiation BMO will be used reflettimg
differentiation aspect in thevisualisation of the business mod&he next sction examines

some of the common approaches to business model redesign.

2.4.3 Businessnodel redesigrapproach

There are a number of suggested approaches towards innovating business models such that
businesanodel components are reonfigured in a way thajenerates value for the
stakeholdersThese could include the use Kim and Mauborgn@ @005 red oceans or

blue oceans strategy, design them@snit and Zott, 2001land business model
patterngOsterwalder and Pigneur, 20L0'he next sections briefly review these

approaches.

2.4.3.1Red oceans andlbe oceansstrategy

The ed oceans and blue oceassategy approach suggests the two contrasting appreach
to competition. According to Kim and Mauborg(®05 companies could compete in either
a red ocean or blue ocean, whereby in the red ocean the company competes in existing
markets beating competition to explore existing demawndhile making a value and cost
trade-off, aligning with either differentiation or low cosin the blue aceanthe company
creates uncontested markets, making competition irrelevant by capturing new demand
while breaking value or cost tradeff aligning with differentiation and low cost. Tain a
blue oceans strategy a company creates a new value ceiter eliminating or reducing
those customer value attributes in which the customer is esenved while creating or
raising desired value attributg&im and Mauborgne, 2005These value creation strategies

in the blue oceans are illustrated igue 2.7,showing the four key strategies of reducing
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or eliminating industry standards or creating new value or raigiegstandards and the

guestions that companies need to ask under each strategy.

Reduce
Eliminate Create

R | - () e s
¥
| e |

Raise

Figure2-7:  New value curve strategieKim and Mauborgne, 2005

Thered oceans and blue oceans strategy that is presented whilst providing a potential
options that companies may follow to innovate business models does not necessarily

provide the steps or process to be followed.

2.4.3.2Design themes

Design themes represent patéal guidelines to business model innovation. According to
Amit and Zott(2001), business model represents an opportunity for vatweation through

the maindesign themeshat include efficiency, novelty, logk and complemetarities, with
efficiency designs creating value by reducing transaction costs for customers or for the
company and its partnersvhile novelty designs relate to the conceptualisation of economic
transactions in new ways and connecting previously uncorateparties.Lockin designs
prevent the migration of customers and key partners by engaging customers in repeat
transactions and by the extent to which strategic partners have incentives to maintain and
improve association with complementarities desgino bundle goods together with either
core transaction or noftore transaction goods to provide more value than the total value

derived from having each of the goods separaf@sit and Zott, 2001l The desigithemes
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of novelty, lockin, complementarities an@fficiencies are shown iRigure 2.8together

with some of example approaches applicable in each of the design themes.

- New transaction structures

N ove Ity - New transactional content

- New participants, etc.

R N

fficiency Lock-in
- Positive network externalities

- Search costs
- Selection range
= Symmetric Information
= Simplicity
- Speed
- Sclae economies, etc.
- Direct
\ . / = Indirect

Complementarities

- Between products and services for
customers (vertical versus horizontal)

- Between on-line and off-line assets

- Between technologies

- Between activities

= Switching costs
- Loyalty programs
= Dominant Design
= Trust
- Customization, etc.

Figure2-8: Business model design theméamit and Zott, 200}

These design approachpsovide fourmain approaches that companies may adopt in
innovating business models focusing on either efficiencies in that could include saving cost
or economies of scale, whilst novelty appcbas could entail new transaction structures or
even new participants in the value chain. The lothkn the other hand seek to provide
techniquessuch as increasing switching cost and complemetiégrapproactaimingto

provide complementaties betweeractivities and technologies or products. These business
model design patterns presents a basis for business model innovation. However, one may
argue the business model design are limigedonce a design has been selected a company
is not provided with tle some guideline on a process that may be adopted to create the

new business model based on the approach of choice.



2.4.3.3Business model design patterns

The recurring business model patterns are specifietl By i S NB & PigR&uRIiE) to

include the unbundled, lontail, multi-sided platform, free and open business dets. A

bundled business model is used when a company has-giaigénsion focus on product
leadership, operational excellence and customer intimacy to divide the business model into
three distinct business models. A lotajl business model is used wherasts of a niche

product are reduced and the low frequency sales will support a sustainable business model.
A multisided platform business model serves two or more interdependent customer
segments offering value to one group of customers only if the ogineups of customers

are also present. Free business model is based on the notion of delivering the value
proposition for free to at least one of the players. There are three distinct types of free
business models)amelyadvertising basedffeemiumtand Bait and hookIn an
advertisingbased free business model, the offer is free based on a +sidkid platform

where one party pays and the other receives the value proposition for freetfl@eamiumQ

the basic services are free while the user is chairfge optional premium services. In the

Hait and hookbusiness modehlso called &hazor blad€a free or inexpensive initial offer
lures customers into repeat purchases. Open business model entails acquiring R&D from
external sourcegesulting in laver innovation costs and faster time to market. In addition,

in an open business model, unexploited innovation may be sold to other companies to bring
more revenues. An understanding of business model comporardgshe business model
re-design approachegrovides valuable input in managing business model innovation to

compete effectively, but does not provide information on the process that is adopted.

In addition to these different approaches business model innovatag besimple or
complex Business mdel innovation complexity is additiaily influenced by the scope in
terms of the number of components that are innovated. As sucsiess model innovation
may beeither simple or complex with simple business model innovaitieolving a change
in one ofthe components of the business modefile complexousiness model innovation
could entailsimultaneouschanges in the various components of the business mGaiv
et d., 2015h. However both complex and simple business magi@ie important with Amit

and Zott (2010) suggesting thiais necessary to innovate the business model even if it may
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not be gamechanging for the industry andariv et a(2015b) indicating the change in the
business model components may either be radarahcremental. In the current study the
focus was on both simple and complex business mivstelvation. Thefollowing sections

present the business model innovation process.

2.5 Business model innovation process

A process for managing business model innovation to compete effectively is a continuous
process because over time, business models diffuse and mssimedels become
homogeneoustherefore to compete effectively companies need to continuously innovate
and sustain the business mod&hesbrough, 20QMahadevan, 2004 However,

determining the next circle for business model innovation is challenging as financial
performance may be still ascendimghile market relevance is decreasing and the financial
performance influences top management not to actively seek new business identification
and developmen{Lufteneger et al., 200)1In a continuous bsiness model innovation
process, the business model is designed to counteract competitor moves while
strengthening company capabilitié€€asedesuMasanell and Ricart, 201.1The innovation
process is not necessarily linear but is iterativewever, a phasdéased approach serves as
a useful guideline in undertakingoasiness model innovatioffrrankenberger eal., 2013.
While there is general agreement that innovation is not linear but complex and dyrthmic
normative processnodelhelps to reduce complexitgnd derive the required@ctivitiesand
decision pointgBucherer et al., 20)2Furthermore,Zott and Amit(2015 highlight that

while companiegump back and forth through the steps a generalised process model

provides normative implications for reseassis and useful guidance for practitioners.

In examining the business model innovation process phases FrankenbeajgR013),
indicate that only a few scholars have focused on a busimegkel innovation process

which consist®f phases or process steps. The few scholars that propose business model
innovation phases, propose phases that arere or less similaor complementary

(Bucherer et al., 201, Frankenberger et al., 2018®sterwalder and Pigneur, 20,1\/irtz,

2011, Zott and Amit2015 and Frankenbergest al. (2013. The 4Hramework is developed

from innovation management literature and adapted to business model innovation through
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an exploratory study in 14 casé$owever, Zott and Am{20159 criticisedFrankenbergeret
al. (2013 as having focused on discussing the challenges in the phases rather than
elaborating on the particular activitiaswdertakenin the stepsln the proposed research
the Frankenbergeret al (2013 4l-framework willbe usedas it is empirically tested through
14 exploratory cases ansupported by theZott ard Amit(2015 design process modahd

Meertens et al(2011) to elaborate on the key activities undertakendach step.

The 4¥framework phases include initiation, ideation, integration and implementation. The
Frankenbergeret al. (2013 frameworkwill be extended with mobilisatio(Osterwalder and
Pigneur, 201Pand monitoringphasegBucherer et al., 201, Dsterwalder and Pigneur,

2010 Wirtz, 2013 to become 42M framework. The mobilisation phase is added because
mobilisationcreates awarenes®r the need for the new business mdd®sterwalder and
Pigneur, 201p Such an awarenes®uld serveas a cornestone in securing top
management and employee commitment to the business model innovation process by
involving them at the start of the procesas securingexpressed top management
commitmentthroughthe business model innovation @resss identified byElbers(2010 as
essential for business model innovation succéssthemore, early involvement of top
management and employees at the mobilisation phase contributes to overcoming internal
resistancewhich is identifiecby Frankenbemgeret al. (2013 as the most common challenge
in successful business model innovatidhe monitoring phase is added as to support the
monitoring of the new business model performance and the business model innovation
drivers.h & (0 S NI antl Rdhe&uK2G10 highlight that monitoring coulderve to
continuouslymonitor, evaluate and adapt or transform the busssemodel in response to

the market changes.

2.5.1 Mobilisationand techniques

The mobilisation phase serves to create awareness on the need for businessanddel
assembling the business model innovation team ensuring access to the right people and
information and creating a shared understandingd&sign requirement§Osterwalder and
Pigneur, 201 Mobilisationis about inging people from different parts of the company
andmotivates for business model innovatios @resening anopportunity for shamg

knowledge on business modeldencethe mobilisationphasecouldentail developing a

58



shared understanding of what business model innovatsand sharing information on
examples of successful business model innovation cés#so provideshe business model
innovation team withinformation on the factors thatare driving business model innovation
and the business model innovation process to be adoptetithermore, mobilisation
secures top management and employee involvement at the initial stages of the business
model innovation proces$Suchtop management camitmentto the business model
innovation process is essential for business model innovation sufeksss, 2010 The key
challenge at the mobilisation phase is the overestimation of the value of initial ideas
(Osterwalder and Pigneur, 20L0'he overestimatiomay beavoided by collecting baseline

metrics and seihg realistic goals and objectives.

2.5.2 Initiation and techniques

¢CKS AYAGAFGA2Y LKIFaAaS FT20dzaSa 2y dzy RSNRGFYRAY
model and the ecosystem that comprises customers, suppliers, competitors, universities
and governmen{Frankenberger et al., 201.3As such thenitiation step entails

understanding the ecosystemis requires continuous attention and alertne@Savalcante,
2014). Furthermore, Wirt22011) adds that theanalysis of the current business model
should include an evaluiain of the strengths and weaknesses of the existing business
model. In addition the analyseould specifithe challengeshat are facing the current
business mod€|Cavalcante, 200)4as well agdentifying the desired change in the business
model(Gunzel and Holm, 20).3According to Johnsof20089 the identification of a clear
customer value proposition serves as sound basisiébining the new business model. In
supporting the value proposition identificatiodott and Amit(2015 suggest undedking an
encompassing observation activity that entails developing an understanding oftieow
customers use the productnd servicesvith the aim of understanding the customer
experienceespecially the problems faced when buying and consuming prodsdsraices,
andthe roles played by the various stakeholders in the business mbdghermore the
initiation step would be more valuabiésupportedby theZott and Amit(2015 synthess

step, wherethe information collected from the observationguld be synthesiseto

present a comprehensivand holistic understanding ohé design challenges and market
gaps As such a synthesis will form a valuable basis of the ideation step that will follow the

initiation step.According tcElbers (2010developing an understanding of the market and
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customer needs requires the definitia the stakeholdersincluding customersand

mapping them in an empathy mapurthermore, Meterns et al(2011) make a valable
contribution, suggestinghat one of the keyaspects in understanding the existing business
model is the identification of r@s using a stakeholder analysis method and supporting such
an identification withrelations recognition t@enerate as output a skeholder analysis
supported with the relationlsip mapping of such stakeholders. As well as using the relations
mapping to specify activities and quantifying the existing business model a quantified
business model would be invaluable in generating potemtit@rnatives in the ideation as

such alternatives need to be considered in the light of the changes or influences that are

required on the existing businessodel.

The key challenge in the initiatigghase is communicating the existing business model and
evaluating the existing business moda$well as understanding the needs of the players,
specifically customer needBrankenberger et al., 2013Peveloping an understanding and
communication of the existing business modey besupportedby using the business

model ontologycanvasioneeredoyh & ( S NJ (2004, &ndbéibusiness model
evaluatedagainst those ofompetitors using a strategy canvas initiated by Kim and
Mauborgne(2005. Understanding of customer needs could be supporgdhe proposed
encompassing observation and synthggistt and Amit, 201pwith iterative designs that

are supported with customer feedback on the business model comporistaiskides and
Charitou, 2004 aswell as adding relations to the stakeholder analysis, specifying activities

and quantifyinghe business modeds suggested byleerterns(2011)

Therefore, thenitiation phases comprise the stdteps of understanding the market and
customer, using both observations and syntheaisd modelling the existing business model
Thisshould include identifying the stakeholders, their relationships and specifying activities
and quantifying the business model as welkgaluating the existing business model against

those of competitors.

2.5.3 Ideationand techniques

In the ideation phas, ideas are generated for redesigning the business mdadéi.and

Amit (2015) refer to this phase agenerat€stiggesting that in idea generation companies
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are either making modifications to an existing business model or creating a new business
model. In a more or lessmilarview Meeterng(2011) refersto this phase as th&evelop to
be(model that comprises designing and analysing alternatifles.ideation phase should
include the activities fronthe generat€phase(Zott and Amit, 201pas well aghe Hevelop
to-be madel(as suggested in Meeterns et(@011).

h & i S N¥ & Pidh&iRINa) indicatethat in idea generation, one needs to see beyond
the status quo and explore multiple ideas. Furthermohes tultiple ideas would need to

be assesstto identify how suchthe changes might affect the other business model
componentgCavalcante, 20145unzel and Holm, 2013Meeternset al (2011 suggest the
alternatives wouldcheed to be analysed and quantified using techniques such as sensitivity
analysis , technology assessment and interpolation using best and worst case scenarios.
Furthermore, Meertens et a(2013 add thatthe analysing oélternatives shouldnclude
effects analysis of both positive anégativeimpacts and undertaking a risk analylgirked

to both worst and best case scenarios arhlysing both the expected investments,

expected profit and the expected bre&ken point.

In the generatiorand analysis of alternativé#/irtz (2011) proposethat both arough anda

detailed partial business modke developedvith potential business model structureis

addition BlanK2004) suggests using Yan approackfor experimentation, and gaining

customer feedback and an iterative design approach that builds\#nramum viable

productusing the business modeanvado sketch outthe hypothesis for the potential

business modelshus, rather tha engaging in lengthy periods of extensive planpang

series of untested good guesses or hypottseeshould besummarised in the business el
canvaswith the hypothesisi SAa G SR o6& alAy3a GKS LRGSYGAlFft O

on each of the compuents of the business model including pricing.

Having generated multiple business innovation would require a funnelling approach and
Zott and Amif (2015 Yefinestep recommends a refine activity that entails consolidating
the various alternative business models and evaluating the alternatives and adopting rapid

prototypingto narrow down the fundamental choices for the new business model. Such a
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YefineCactivity would then be followed by selection of a new business maedsch would

then go through an integration phase.

The challenges in the ideation step include diffies to overcome the current logic and to
thinkCbusiness models as well as the lack of systematic tools to develop new business
model ideagFrankenberger et al., 201.3n supporting the business modéhinkinglAmit

and Zott(2015 suggest the use of disciplined brainstorming to generate ideas for the new
business models. In additiameativity techniquesould beused tostimulate business
model4hinkingQ One of the creativity techniques is General Morphological Analysis (GMA),
pioneered by Fritz Zwicky in the late 194@®itchey, 200% which could serve as a

systematic technique to stimulate the generation of innovative business model designs and

to analyse intefrelationships between the business model components.

2.5.4 Integrationand techniques

The integration phase is adapted from Frankenleeret al.(2013) and will focus on
integrating and aligning the new business models to those of both old and new partners.
Moreover,Frankenbergeet al. (Frankenberger et al., 20)argue that integrating with the
LI NIYSNEQ o0dzaAySaa Y2RSfa Aa OKIFff,adaay3
complexity arises with a lot of time and ragaes needed to get buiyn. HenceWirtz (2011)
suggestszomparnes need tanegotiaie with business partners in the integratiguhase.
Furthermore, the problems in dealing with partners are compounded by the fact that the
financial perspective used in the form of business cases is not sufficient to uncover
dependencis and incompatibilities in the business model. The business modelling tool
e3value developed byGordjinet al. (20000, may be usedb illustrate the

interdependencies bghowing who brings in whaih value creation and what they expect in
return, and supporting profitability analysis of business cases for the parties involved in
value creation ad delivery As indicated in Johnson et @lohnson et al., 203®ne of the

key motivations of business modelling is to provide an overview of the actors involved as
well as the relationship beteen the actors and clearly specifyitige way each actor will

benefit financially and otherwise.
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Now that the integration phase and its challenges and probable solutions have been

covered, the nexsectionsexamine the implementation phase.

2.5.5 Implementaion phaseand techniques

The implementation phase focuses on implementing the new business model and is
regarded as the most challenging step in the business model innovation process and
typically involves huge investmenfSrankenberger et al., 20L3However, implementing

the new business mod#through pilots, trial and error and experimentation contributes
towards successful implementatiqirankenberger et al., 2013osna et al., 2030 A¥ig
bangXapproach is rarely used with the ralut of the business model undertaken onlyeaft
one or several iterations of the cydlgankenberger et al., 2033 Furthermore, Sosnet al.
(2010 add that in reality new busess models rarely work the first time around
Uncertainty regarding viability and changes in market conditions requires an experiential

Yial and errof€}earning approach to conceptualise and implement the new business model.

An additional tactic thaimay be used to enhance business model innovation

implementation success is identifyieg ante the challenges that the companies would

need to overcome during implementation and providing measures to address the challenges
(Cavalcante, 2024In addition implementing business model innovatiarould include
translating the business model innovation changes into specific activities and back casting
the ideal transiion path that assessthe path and interdependency between the activities
(Gunzl and Holm, 2018 Furthermore Zott and Amit(2015 suggest that orgasational
redesignmay berequiredto make the new business model work and endina resources

and capabilities are modified to fit the requirements of thew business modeThe

implementation phasés followed by the final phasenamely themonitoring phase.

2.5.6 Monitoring phaseand techniques

The monitoringohase aims to use appropriate tools to monitor both the implementation
and performance of the business mod@lirtz, 201) as well as the business mdde
innovation driversFurthermore, such monitoring is a continuous process thaludes
monitoringfor success and busss model innovation drive(Bucherer et al., 2012A

business model performaecaudit is applied to assess the fulfilment of the service
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commitment, satisfaction of customer demands and profitabilthile the techniques used

in the monitoring of the drivers should continually monitor the business model environment
and send trigges for the start of the next business model innovation cyélrtz, 2011. In
summary themain phases in a continuous-2M business model innovation process are
illustratedin Figure 2.9whichshowsthe sixmain phases in the buséss model innovation

process mobilisation, initiationjdeation, integration, implemetation and monitoing.

Figure2-9: Business model innovation process steps compiled by the researcher

2.6 Business model innovationanceptual framework

Badenhors{(2008) indicates thatdoctoral researchequires the researcher to provide a
conceptual framework. Such a framework provides a tentative thebtite phenomena
under investigatior{Maxwell, 2013. Ths introdu@sclarity in the research by modelling the

relationship between the concepts while showing the theories whichemite the research
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and provides a theoretical basis to design and interpret reseaficeshem and Trafford,

2007).

In the proposed researde conceptual framework is based on premise thanaging

business model innovation to compegdfectively requires adopting a continuous business
model innovation process, an understanding of both business model innovation drivers and
business model coponents, and the relationships between the concefitse business

model innovation process redesigns existing business model components and is influenced
by the business model innovation drivers. If the business model innovation process is
efficiently manged to compete effectively, there will be an internal fit among the

redesigned business model components and such an internal fit will be guided by an

understanding of the inteperspective relationship among the business model components.

The conceptudiramework illustrates that there are potential relationships between the
business model innovation concepts particular, to specify the link between the-2M
business model innovation process, business model components and business model
innovation divers.Technological advancement in particular is expected to have a
relationship with the business model components that are redesigagtkechnological
advancenment is likely to bring opportunities for value creatiaffecting the value
proposition In adition technological advancement enables increased collaboration with
both partners and customeraffecting how companies interact with customers and
partners in the business model. Furthermore, technological advancement could present
opportunities for ompanies to collect and analyse customer data as well as new sufrce
revenue. The market factors in terms of the changing customer needs in conjunction with
technological advancement are likely to push companies to create value propositions to
meet thechanging customer demands and opportunities for serving the unserved
customersTheseidentified preliminary relationships wemxamined forrelevance in

sample companies. The conceptual framework formed the basis upon which data was

collected.Data was cllected on the business model innovation drivers, business model

O2YLRYySyiGa a RSLAOGSR o0& GKS O02YLI yéQa SEAaA

innovation process thawvasadopted.
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The expectationwasthat business model innovationomld enablecompanies to effectively
compete and survive in a changing business environment. The assumption is that companies
are adopting various ggoaches to compete and surviveor@panies hag either explicitly

or implicitly articulated the existing business madile companies that have undertaken
business model innovation hawan awareness of the business model innovation drivers,
having adopted either an organie structured business model innovation procemssd

having redesigned the business model compondmés are closely related or similar to the
business model components proposechird ( S NJ (2004 Bedde &he conceptual
framework shows these three concepts as central to the proposed research as illustrated in
Figure 2.10Besides the conceppecifications, the conceptual framewarkFigure 2.10
illustrates the relationsip between the concepts by means of arrows.summary the
argument presented in the conceptual framework is ttieg manner in whiclcompanies
managindousiness modahnovation The illustration indicates that business model
innovation is driven by thbusiness model innovation drivers as depicted in the diagram.
There are market, regulatory, technological, and intefaators whichare the kind of
driversthat triggerbusiness model innovation. These drivers as the arrows indicate have a
causeand effect on the business model innovation process as business model innovation
process is a response to these triggers. The business model innovation process however, has
a stepthat monitors the drivers hence tlarivers arepartially part of the businesanodel
process as the secorairow that comes from the business model innovation process to the
drivers. Anotherelationship existbetween the drivers and the business model
componentshat are redesigned. As the arrows show a direct relationship between
businessnodel innovationprocess and the business model components that are

redesigned.

66



1

Business model innovation conceptual framework

@mpanies manage business model innovation to compete effectively?

Drives

Business

Martket factors

model innovations drivers

1

Continuous 41-2M business model innovation

process

Regulatory factors

Business
model

innovation
drivers

Internal factors

(oruse)

<>

‘What value is
offered to the
customer?
VALUE
PROPOSITION

How is the value
proposition
created?

How much

Figure2-10: Conceptual framework compiled by theesearcher
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2.7 Conclusion

In this chapter the conceptual framewoderived from the literature revieus presented.
Specifically the review focuses on discussiregbusinessnodel innovation concept and the
four main drivers to business model innovation which include technological advancement,
market factors, regulaty factors andnternal factors An outline of the business model
components is presented together with the various approaches for visualising and
communicating the business model and the different approaches for redesigning the
business model. In additicareview of the business model innovation process that entails a
continuous 42M approach to business model innovation whose steps include mobilisation,
initiation, ideation, integration, implementation and monitoring is discussed. As a
conclusion a coreptual framework based on this concepts and the relationship between
the concepts is presentedhe conceptual framework examinedfor relevance using data
collected fromsample case studiel order for one to collect data, a research design needs
to be selected and the research design for the proposed research will now be briefly

outlined.
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Chapter 3: Research design and methodology

3.1 Introduction

A research design specifies the overall approach to the researclstiised to test the
thesis statementconnegfid G KS SYLIA NAR OF f R ( bbjedtides I &l dzRe& Q
(Hofstee, 200%h The chapter present$e research and design methodology adopted to

examine the thesis statement and link secondary data and empirical data.

The selection of research methods that was followed in the research aimed to make the
research philosophy explicit ast to follow what Babbie(2017) highlights the importance

of making paradigm explicit apposed b implied as there is more than one view point

when one conducts researci.he selection of the methods and techniques was guided by
Saunders, Lewis and Thornfif2015) research onion approach that highlights that data
collection is in the centre of the research onion and is gdidy the choices in the outer

layers of the onion. Furthermore Saundetsal.(2015) indicate the outer layers of the

onion include the research philosophy, approach to theory development, research methods,
time horizon and the data collection and analysis techniquidseresearchonion is

illustrated in the figure belovghowing the philosophies on the outer layer, followed by
approaches, strategies, choices of methods, thezonsand techniques angrocedures

for conducting the research. In this research study a pragmatisroguphy was selected

The discussion that follows examines research philosophies and justifies choice of a
pragmatism as a philosophy for the study, the approach that is used linking to the pragmatic
philosophy ijualitative Whilstthe design that is setded is a case study design with a

cross sectional time horizon, and interviews as the ndaita collection techniques

supported with documentand aresearcher diary.
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Radical
humanist

Inductive

Radical structuralist

Figure3-1: Saunders et al. (2015)

3.2 Research philosophy

In the paragraphghat follow the pragmatism philosophy ontology andderlying
epistemology araliscussed. Including discussion of the research methods, strategies and
techniques that areised inthe researchThe research philosophy also referred to as a
research paradigniBhattacherjee, 201,25uba and Lincoln, 199Klyers, 2009and
philosophical worldviewCreswell, 201¥ The research philosophy refers to a system of
beliefs and assumptions about knowledge developm&atunders et al., 2015
Furthermore,according to Guband Lincoln(1994) the set of beliefs about trutlis not open
to proof in a conventional sensé additionBhattacherjeg2012) suggests that the
research philosophy is often hard to recogneezausat is often implicit, assumed and
taken for granted in most researdtudies.However the research philosophy istesic belief
system or worldview that guides choices of research methamgever there is contention
amongst the paradigms for intellectual legitimg&uba and Lincoln, 1994 revisitingthe

paradigmcontroversiesLincoln, Lynham and Guii201)redraw the initial tables that
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demarcate the ontology, epistemology and methodology between the paradigms of
positivism, postpostivism, critical theory and constructivism also known as interpretive
research and add mew participatoryparadigm. Due to the nature of the differences
between the paradigms Creswel(2014) recommends that researcheshould make the
philosophical stance expli@ind justify research methodology choic@is is seen as more
of an issue imreas such as Information Systems that is said to have a rich tapestry of
paradigm¢Niehaves, 2007 The research philosopligkes into account the researcN& a
own philosophical assumptions and beliefs. However, a resed&faniliarity with the
major research philosophies would enalthe making ofactive and informed choices on
research philosophyhaving a clear understanding of thederpinning assumpbns and

beliefs(Saunders etlg 2015).

According tdBurreland Morgan(1994) the philosophical beliefs and assumptions relate to
ontology, epistemology and axiologyth Denzin and Lincolf2011) suggesting that
philosophical beliefs encompass assumptions on ontology, epistemology, methodology and
axiology.Ontology refers to the assumptions about realiBenzin and Lincoln, 20,

Saunders et al., 200mndhow researchers see the wor{Bhattacherjee, 2012with
epistemology focusing on the assumptions of what constitutes legitimate knowledge
(Saunders et al., 2005nd the best way to study the worl@hattacherjee, 202jand
methodology focusing on the best way of gaining knowledge about the Widddzin and
Lincoln, 201)and axiology relating to the role of individual values and ethics in the researc

(Saunders et al., 2015

In facilitating selection and justification of a research philosophy for the current study the
ontological, epistemological and axiological assumptions of the major research philosophies
will be examinedAccording to Bhattacherje@012) the two most popular philosophical
beliefsamong social science researchers positivism and post positism.In contrast
Creswell(2014) suggests that positivism and post positivism are synonymous but Guba and
Lincoln(1994) differentiate between these two paradigms andcknowledgdour

paradigms of positivism, post positivism, critical theory and constructpasso known as
interpretivist These four philosophical beliefs are further discussed and updated with the

participatory paradigm in Lincolet al. (2011). In addition Saunder@015) discusssthese
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major philosophical beliefsut excludes participatory paradigm anddds a pragmatism

paradigm.

In discussing the most popular philosophical beliefs the participatory paradigm is excluded.
The reason for excluding participatoparadigm is that according t8reuand Peppard

(2003 the participatory paradigmeseard goes beyond elicitation of meanifgit commits

itself to actionandwith researclersnot only coecreatingthe modelsand toolsbut also ce
implementingthe models and tools. This strategy ofc@ation and cemplementation will

not be viable in the cuent research study. As such the philosophical beliefs that are
examined comprise positivism, pgsbsitivism, critical theoryinterpretivistand

pragmatism

The positivisparadigmis based on the work of the French philosopAaigusteComteand
dominated researchuntil the mid-20" century (Bhattacherjee, 2012 Positivism refers to a
receved viewand dominated research for some 400 ye@@siba and Lincoln, 1994
Positivisnf @ntological assumptiors that of naive realisrthat posits that an objective
reality existsthat can be understoodGuba and Lincoln, 1994incoln et al., 2011 This
reality is universal and granuléaunders et al., 2005nd couldbe described by

measurable propertiefMyers, 2009.

Positivisnf @pistemologyfocuses on discovering observable measurdébts and
regularities that may useasual and predictive explanatiottsgenerate lawlike
generalisationghat researchers could use to expland predict behaviour and events in
organisationgSaunders et al., 2005 Theepistemologicahssumption underpinning
positivism is thaof a dualistic objectivistGuba and Lincoln, 1994incoln et al., 2011
suggesting thathe researchers separate from the research. As such the axiology
assumption supporting positivism is that thesearcher should remain distant from the

research subjectsothat researche® @ctions do not influence the participants.

Knowledge in a positivist stance is generated by verificatiahgpothesis as fact with
guality judged on the rigour of data praded(Lincoln et al., 201)1 Methodologically

positivismbelievesin the scientific method of falsification where findings are true until
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disproved(Guba and Lincoln, 20p®ith inquiry aimedat prediction of natural phenomena
(Lincoln et al., 20Diwith experimental and manipulative methods used for hypothesis

verification(Guba and Lincoln, 1994

Post positivisnontology is thatof critical realism thatvhile there is a single realifyature
can never be fully wterstood,as humas may not fully understand what this realitynor
how to get to the realitfGuba and Lincoln, 1994incoln et al., 201)las there are hidden
variables and lack of absolute natytencoln ¢ al., 201). Hence reality is imperfectly or
probabilistically understoo@Guba and Lincoln, 20D pistemologicallthe post positivism
assumption is that of modified dualis@uba and Lincoln, 199%ith participant€2
interaction kept at a minimum levélincoln et al., 201)land research and statistics
providinga way to make decisions using incomplete dafacoln et al., 201)land findings
are regardedasprobably true(Guba and Lincoln, 20D5The knowledge that is generated is
a non-falsified hypothesis that probaplrepresentsfacts(Guba and Lincoln, 199with
guality judged on the confidence level and objectivity of the data produaed attempsto

arrive atan answer that is close to realifyincoln et al., 2011

Axiological post positivist researchexisn to gain a better understanding of reality through
the use of statisticthat explain and describe what is known as reality through propositional
knowing (Guba and Lincoln, 20p&nd ethically attempting to be as statisally accuratas
possiblein the interpretation of realityLincoln et al., 2001 Methodologicallypost positivist
researchers will use modified experiments for falsificatiohygotheseGuba and Lincoln,
1994 2005 and may include qualitative methods with research@siba and Lincoln, 20D5
attempting to ask more questions than in the positivist paradigrasto provide for the

unknown variables involve(lincoln et al., 2011

Critical theoryseeks to create change the benefit of those oppressed by powrincoln et

al., 201} and is based on the ontological assumption of historical realism that belieges th
virtual reality is shaped by social, political, cultural, economic, ethnic and gender values that
have crystallised over tim@&uba and Lincoln, 20p%ith human nature based on the

struggle for powe(Lincoln et al., 2011 Therefore, some meanings and interpretations and

realities dominated and silenced by othé&aunders et al., 2015 Epistemologially critical
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theoryresearch is driven by the study of social structures, freedom, oppression, power and
control with enquiries aiming at critique, transformation, restitution and emancipation and

knowledge generated to create structural or historicaighss (Guba and Lincoln, 20D5

The quality of critical theory is judden the erosion of unearned privilegaad conveying
action for creating a fair sociefgguba and Lincoln, 20D5 herefore theaxiology

underpinning critical theory is thaif changing existing education, social institutions policies
and practices fodeveloping a society without injusticesith enquiries seeking to find

sacial powerstrugglegLincoln et al., 2011 The methodological assumption of critical
theory is dialogic and dialectighe typical methods underpinning critical theory are
deconstructive reading of texts with-ghepth investigation of anomalies. Silenceslan

absence using typical qualitative data analysis meth{8asinders et al., 2015

Interpretivist researchers seek to gain understanding by interpreting particifants
perceptions(Lincoln et al., 20D)iwith the ontological relativist assumption of multiple
realitiesthat are local andépecificand may sometimes be in conflict with social reality

(Guba and Lincoln, 1994TheA vy (i S NLINE (i A @ritaiogicallabsinipdR is Battiede

FNB Ydzf AL S NBFf AGASaA infehpletatiort addsondfr®tiod ozl K a
socialreality (Hussey and Hussey, 19%ale,Lohfeld and Brazil, 2002

The epistemological assumption supporting interpretivistubjectivist where the enquirer
and the enquiredare joined together and the findings are a creation of the their interaction
and knowledge is created from the interactigmith inquiries aimingo understand and
interpret phenomena through joint construction and reconstruction of mear{lrigcoln et

al., 201). The epistemological stance indicates how one csto&knowledge about what is
true and the relationship between the researcher and the reskad (Hussey and Hsey,
1997). Saleet al. (2002 highlight that in interpretive research thavestigator andhe
investigated & not independent entitiesasthere is no access to reality independent of our

minds,investigator and the object of studyeinginteractively linked

The quality of knowledge in an interpretivist stansaneasured by trustworthiness,

credibility, trarsferability, dependability and confirmabili{¢suba and Lincoln, 2005
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Axiological knowing is perceived as instrumentally valuable for social emancipation with
researchers seeking to gain increased knowledge by interpreting partic{panteptions
and interaction with social contextot necessarily attempting to get inveld and change
power like critical realisté_incoln et al., 2011 Interpretivist€lypical methods are

inductive, using smaflamplesandin-depth investigations using qualitative methods of
analysigSaunders et al., 200)5Moreover, methodological interpretivists are supported
with hermeneutics and dialectics with individual constructions elicited and refined
harmonically and compared and contrasted dialecticlgenerate one or more

constructions with substantial consens{isncoln et al., 2011

Pragmatism philosophgriginated inthe late ninetieth andearly twentiethcenturiesin the
USA fronphilosophers Barles Sanders PegcWilliam James and John Dewkysuggested
an approach taeconcilingtraditional dualismsbetween objectivity and subjectivism
(Johnson and Onwuegbuzie, 20@aunders et al., 20105 Hencepragmatisnf2 @ntological
assumption departs from the dualism of subjectivism and objectivisimtér-subjectivity of
an informative relationship between inquiry and practice as opposed to a linearareship
where inquiry informs practicéGreen and Hall, 20)0Furthermore, according to Powell
(Powell, 200) pragmatisnf @@searchmandate is not to find truth or reality but rather to

facilitate human problem solving.

Reality in a pragmatist worldview is assumed to be tentative and changingimesand
findings from research should vegarded as provisional truths asganisms are constantly

adapting to new situations and environmen¢dohnson and Onwuegbuzie, 2004

Epistemolgically pragmatism offers an understanding of knowing of interactions called
transactions that areéaking place in nature and in which nature is understood as moving
from the whole of the interacting partéBiesta, 2019 Furthermorein terms of
epistemologypragmatism focuses atfe relevance oproblems and practices with the
intention of solvingproblems and inforrmg future practice with inquirieaimingto
contribute practical solutions to inform practi¢€aunders et al., 201)5In a pragmatist

worldview knowledge isseen aeing both constructed and based on the reality of the
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world we experience and live {dohnson and Onwuegbuzie, 20@4ith knowledge acquired

through a combination of interactioand reflection(Biesta, 2011

Methodologically pragmatism has no set of methodological requirements but a
consequential action knowledgeamework to guide inquiryallowing the researchetio
selectany methodbase2 y (1 KS YS{iK2RQa | LILJGRedNRIHaISY S & a
2010. As such pragmatismioes not require a particular method, or metthanix and does

not exclude methodgFeilzer, 201PHence typical research methods in a pragmatism will
include a range of methods such qualitative, quantitative, action research and mixed
methods and will follow the research problem and question with the emplaspgactical
solutions and outcomefSaunders et al., 2005 Theresearch resultérom a pragmatic
stancearejudged on transferability in terms of th@ossibility of findings being used in other
settings(Green and Hall, 20)0Furthermore, in theepilogueof SAGE handbook of mixed
methods in social and behavioural reseaficdshakkorand Teddlig2010) highlight that
mostmixed methods researchers have affinitygagmatismas a paradigm of choice. Thus
one may argue that pragmatism aphilosophical stance is a layer above the
methodologicakchoices a®pposed to mixed methods influencing pragnsati. Moreso,
Biesta(2010 cautions that as a pragmatism philosophical stance should not be blindly taken
up for mixed methods research without a clear understanding of ¢haracteristicof the
pragmatismphilosophy Whilethe five research philosophiggesentedviable paradigms

for conducting the current research studie pragmatist paradigm was selectess

accoding to Morgan(2014) pragmatismcan serve as a philosophical prograefor social
research, regardless of whether that research uses qualitative, quantitative or mixed
methods.In particular it isa paradigm that departs from the dualism of subjectivism and
objectivism toaninformative relationship between inquiry and practittet is notlinearin

nature (Green and Hall, 20} @vith such an inquiry focused omrrgblem solvingPowell,

2001). Furthermore,Cavaleri(2008 notesthat pragmatismpresents a logical framework

that uses knowledgef experience to improve performangceontinuouslyfocusing on

choosing actions that will be reliable in achieving organisational goals and enabling
organisationalearning.ln addition Hevner(2007) relates pragmatism to design science
suggesting that design science is pragmatic in nature due to the emphasis on relevance and

making contribution to application environment whilst ensuring synergy between relevance
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and rigour.Hence in presenting theesearch results a design science approach that takes in
to account the eight components of an Information Systems design theory discussed in
Gregor and Jones will beused(Gregor and Jones, 20DHowever caution must be placed
as one of the keyequirementsof design science is the evaluationasfifactsthat are
generated and in the current study tlaatifacts have not been evaluate®ne may ague

that pragmatism offers the same potential for business model innovation research as a
framework that takes into account existing knowledge and experience in business model
innovation to fuel bespractice in business model innovatioMoreover, the ortological
assumption ofininformative relationship between inquiry and practj@end the
epistemological assumptions of focusingretevantproblems and practicesvith the aim

of contributing practical solutions to inform practicéts with the currentresearch aimsf
using boththe literature and practice to generate insights that contribute towards the
establishment of best practice in managing business model innovationamaetitive,
changingenvironment Furthermoreusing design theorgpecificdion of the eight
componentsenabled one to outline the research results along timensionsof purpose

and scope, constructs, principles of form and functamifact mutability, testable
propositions, justification of knowledge as well as principlesnplementation and

expositoryinstantiation as suggested by Gregor and Jo(®8307)

3.3 Research method and approach to theory development

A researclphilosophy needs to be supported by appropriate research methods. A
pragmatist paradigm allows for flexibility in the choice of the research method. According to
Creswel(2014) research methods entail the forms of data collection, analysis and
interpretations that are used in a research study and there are three main approaches of
guantitative, qualitative and mixed methods. HowevBgaunderst al. (2015) identify three
methods that expand these methods into six methods that are groupeddntoono

guantitative or qualitative, multgquantitative or qualitativeand mixed methods that may be
simple or complexand these methods arknked to thethree distinct approaches to theory

development that include deduction, abduction and induction.

7



Deduction is one of the main approachegheory development. According to Johnson and
Gray(2010), Johnson and©nwuegbuzi€2004) link deduction to quantitativeesearch
highlighting thatdeductionfocuses orconfirming theories or testingypothessand

providing explanations and prediction using standardised collected data and statistical
analysis. This collected data is used to evalhgfathessin relation to existing theories
(Saunders et al., 2005However, one of the main limitations of induction is that the
knowledgeproduced may be too abstract and general for direct application to specific local

situations, contexts, and individugl®ohnson and Onwuegbuzie, 2004

Abductionas a theory development approach enables one to explore a phenomenon and
identify and explore theme&Saunders et al., 2015 According to Johnson and Gi@910
some researchef¥iew abductionas a form of inductive reasoninghile otherssee it as
separate involvingback and forth reasoning looking for the bespknation.Kelle(1997)
highlights thatwhile the applicationof 'theoretical codes' to empirical data is based on a
logic of discovery which is eitherductive or deductiveabduction seeks to combines in a

creative way new and interesting empirical facts with previous tegcal knowledge

According to Saunde(Saunders et al., 20058nduction focuses on generating untested
conclusioswith data collection used to explore a phenomenon to identify themes and

patterns and create a conceptual framework. The inductive approach to research is linked to
gualitative researchwith induction used to discover arekplore theories andhypothess

generation with the researcher as the primakhstrumentf data collectionHowever, the

results are easily influenced lye NE & S NOK SN a LIatddnalysiwffen 0 A I &4 S a
time consumingwhile the resultsproduced may nogeneralse to other settings with

findings possibly being unique to the relatively few people included in the research study

(Johnson and Onwuegbuzie, 2004

Johnson and Onwuegbuz2004) link deduction to quantitative researchighlighting that
deductionfocuses orconfirming theories or testing hypothesis and providing explanations
and prediction using standardised collected data and statistical analysis. This collected data
is used to evaluatbypothessin relation to existing thenes (Saunders et al., 2015

However, one of the main limitations of induction is that the knowledge produced may be
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too abstract and general for direct application to specific local situations, contexts and

individuals(Johnson and Onwuegbuzie, 2004

In terms of the research methodsiono qualitative research linked the abduction theory
development approach was used. As according to Saurf@deis) abduction may entail

making abductive inference tgeneratea testable conclusion withata collection used to
explore phenomena and identify themes and patterns which are then located in the
conceptual framework and tested through subsequent data collecgdher moving from

theory to datadeductively or from data to theoryinductively Hencea conceptual

framework for the study was developed from the literature review there after data was
collected.In analysing the collected data as an approach to ensure that the analysis is tightly
linked to data annductive approach was adopted with the codes and themes identified

from the data. Thereaftea deductive approactvas embraced tonap the themes

identified from the data to the conceptual framework.

3.4 Research strategy and sampling

There are a number otrategies for conducting qualitative research inquiries. According to
Creswell(2014) some of the viable strategiesif qualitative research includelnography,
grounded theory, phenomenologgarratives anccase studiedn the current research

study a cas study research design was adopted.

The unit of analysis refers to the units of observatfBabbie and Mouton, 2004elated to

the research questiofYin, 2014and consequently the research objectivighereforethis

studyseekdo investigatehow companies manage business model innovation to compete,

so the unit of analysithe innovation practice at a compan@ase study companies were

selected in two sectors for variation purposesparticular from ICT anfihancialservices in

South AfricaAs companies in the two sectoase regarded as importaitt & G KS O2 dzy (i NB
econamy is structurally shiftinfrom the primary sectors such as minerals and agriculture to
aknowledgebased economyMedia Club South Africa, 20L&l1oreover,while the ICT

service sectocontributes only 2.9% to the Gross Domestic ProdReipublic ofSouth

Africa, 201%the sector is regarded an enabler of other economic sed®ij&ersDefrasne,

2004) and highly comptitive (Abrahams and Goldstuck, 201The financial services sector
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is one of the besperformingsectors over the past five yeafiedustrial Development
Corporation, 201§ andranked 39 globally bythe World Economi&orum in 2012013
(Sanlam, 201 Having made choices on the upitanalysis, the succeeding paragraphs

addresghe sampling strategy.

In theresearch studgriterion sampling is sed,where selection is based on certain criteria
(Onwuegbuzie and Leech, 2Q0Ih particular, thecriterion wasa company that has

previously undertaken business model innovatamidentifiel from popular local media
publications or from meetings between the researcher and innovation services consultants
These companies are selected because having previously undertaken business model
innovationmeart that theywerein a good position to shartheir insights on the business
model innovation driverandbusiness model innovation process adopted and the business

model components

Choosing the number of case studies is one of the key decisions that one needs to make
when conducting qualitativeesearch Accordingo Yin(2014), case wdies could involve

either a single case or multiple cases with multiple cases substantially increasing analytical
benefits. FurthermoreRemeny(2012 suggestshat for adoctoralresearchthree to five

case studies would be considered sufficidntthe research study multiple cases studies
covering six irdepth cases are used apdeudoymsare used in reporting on the datahe

table below presents a brief overviest case studgompanies.
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Table3-1: Samplecasestudy companies

Business model

Business model innovation

Secbr Company Context innovation drivers process
Case study A ICT Leading digital marketing having won | Market factors, Organic approach
Digital Marketing several awards and the company technological
Company perceives itself aa trail blazer in the advancemehand
digital marleting spaceServices regulatory factors. As
provided include search Engine well as growth
marketing, digital advertising, big aspiration, quality of
website developments and training. Th{ staff and
products include the content entrepreneurial
management systems, webcam, mail | leadership.
systems and CRM systems.
Case study B Larg( ICT Outsourced IT services and products fq Market factors, Structured approach in som
ICT Company mission critical systems to some JSE | technological business unitsvhile in others
listed companies awell as public and advancement and units an organic approach is
private companies including companieg regulatory factors. As adopted.
in the mining sector. well growth aspiration
staff quality and
leadership
Case study Gmall | ICT A consulting services;learning and Technological factors, | Organicand develops as
ICT Company software systems provider to large market factors and things go
enterprises in South Africa. Using the | regulatory factors.
business model canvas to support
customers to document businessodels
and identify broad based economic
empowerment (BEE) opportunities.
Case study D Financial| A financial serviceprovider that seeks | Market factors Organic process as it was
Financial Services| services | to address customer frustrations while | technological indicated thatwhile focus
ProviderA saving them money. Offering banking | advancement, may be on process and
and insurance services. regulation and the structure in reality things are
internal factors relating | much different
to leadership, staff
guality and growth
aspiraton.
Case study E Financial| Financial services Provider B is a newly Market factors Organic approach and
Financial Services| services | established sustainablenergy debt technological highlighted as beingery
ProviderB fund. Providing services in a market thg advancement and nibble and adopts an
was previously unserved. regulation, Additional approach that is quickly
drivers include implements change when
leadership, staff quality | required.
and existential crisis.
Case study F Financial| Financial services provider C is one of { Technological factors, | A structured approach to
Financiaervices | services | leaders in the market providing both market factors and business model innovation

provider C

financial services and ingance services.
Using shared value as the underlying
philosophy in its business model.

regulatory factors. As
well as leadership, staff
quality, innovation
culture and growth
aspirations

that follows and innovation
cycle that is driven by launch
dates that are set annually.
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In this case study the participants and the length of interviews ranged from 45 minutes to

90 minutesas shown below

Table3-2: Participantstable

Interviews Company Interview Length
Business executive (CEO) Case study A Digital Marketing Company 1 hour

ICT Executive (Chief Information Office| Case study B Large ICT Company 1 hour 30 nnutes
Business executive( General Manager | Case study B Large ICT Company 1 hour

Services)

Innovation executive (Group Innovation| Case study B Large ICT Company 45 minutes
Officer)

Business executive (CEO) Case study Gmall ICT Company 1 hour

Busiress executive (CEO) Case study Binancial Services Provider | 1 hour 30 minutes
Business executive (CEO) Case study Einancial Services Providgr | 1 hour

Business executive (Banking Team Heg Case study Financial services provider ¢ 1 hour

Innovatbn executive (Head Research a| Case study Financial services provider ¢ 1 hour
Development)

3.5 Business model innovation research and complexity

In conducting research in business model innovation one meayl to overcoméaurdles in

terms of thebusiness model abstractiotevel and confidentiality issues relatingdo

O2YLJI y&Qa o0dzaAySaa YR&iltcondycyng @sedrch iyusindsdse 2 S O a
models coulde beset with complexityas Bjorkdahiind Holmén(2013 highlightthat often

large established multidivisional companaen compete on the basis of several different

business modelszurthermore the abstractio level of the business model ranges from a

very detailed product level, the business level and the company level to the much

aggregated industry levéVirtz et al., 201% Hencein addressinghesehurdles in this

research studythe business model is examined from the company level in understanding

the overall business model evolvement and some of the approaches to business model

innovaion and the drivers of the business model innovatias well as examiningow the
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business model components form one of the company products and drivers for that

particular business model innovation project.

In additionto abstraction levelsconductingresearch in business moddias additional
inherent challenges in terms of confidentiality and privacy issueand analysing
companies§business modelom a company leveFor example a number of companies
that were approachedleclined the invitatiorto participate despiteassurances of
confidentiality and privacy. The study does not necessarily lottkeaspecificof all the
business modsliwithin acompany but examineverall business model evolvement and
approaches to business model innovatiamd makesa detailed examination of one of the

business models that was recently innovated.

Business model innovation complexity is additittpinfluenced by the scope in terms of the
number of components that are innovateBusiness model innovation ma&e either simple
or complexwith simple business model innovatiamvolving a change in one of the
components of the business modelhile complexbusiness model innovation could entail
simultaneouschanges in the various components of the business m@¢eiv et al., 2015b
However both complex and simple business magiale important with Amit and Zott
(2010) suggesting thdtis necessary to innovate the businesedel even if it may not be
gamechanging for the industry andariv et al(2015b indicatingthat change in the
business model components may either be radazahcremental. In the current study the

focus was on both simple and complex business model innovation.

3.6 Datacollection andanalysis

There are a number of steps that are involved in a data colleatnmhanalysisin qualitative
research the process entailsnamber of steps that include negotiating access and collecting
data and selecting a data analysis technigaleddescribing, coding and interpreting the

data. In thefollowing section that will the actual activities that were undertaken to collect
the dataand analyse the data are examined starting with negotiating access which forms

the basis of data collection as outlinbelow.
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3.6.1 Data collection

The first step ifacilitation of data collection is negotiating access to sample case studies.
According tabhl and Renganatharf2010) the inability to obtain access is one of the

greatest pitfalls in conduatg research successfulBuccess in gaining access has#ect

on the nature and qualitpf the data that is collectednd ultimately on the trustworthiness

of the findinggShenton and Hayter, 2004HenceVanMaanenand Kolb(1982) highlight

that gaining access requires strategic planning, hard work and even someduock.the
companies that had conducted business model innovation were identified from popular
LINS&da | ydzYoSNI 2F adNIG§S3IASa o¢SNBaRANER (2
strategy, and reciprocity strategyshenton andHayter(2004) suggestthe ¥nown sponsaR
strategy of using theniversitywhere the study was aalucted with theinvitation letter

printed on the official university letter head that was signed by both the researcher and the
study leaderAs well as reciprocitystrategy isvherethe researcheagreesto share the

findings with the sample companies.

Once access has been securaztording to Hussey and Husq4@997), the data collection
process entails identifying the concepts on which the dedésto be collectedand selecting

the sample and type of data required. In addition, the prodeshkided selecting

appropriate methods followed by exploratory research and modifying collection methods if
necessary and collecting the data. The decisions that are made at each of these phases are
briefly discussedTlhecriteria fordatacollecion were company background informati

business model innovation drivers, business model innovation process and the business
model components as reflected in the existing busirmasslel. The sample in the proposed
researchwasselected from companiehat had undertaken business model inndi@n and

the datawasqualitative.

In conducting case study research, typical data collection methods include documentary
analysigBhattacherjee, 201,2Hussey and Hussey997), interviews(Bhattacherjee, 2012
Eisenhardt, 198Hussey and Hussey, 199@bservationgEisenhardt, 198%Hussey and
Hussey, 1997 diaries(Hussey and Hussey, 199@rchival record§Bhattacherjee, 2012

Hussey and Hussey, 199@uestionnaies and observation&isenhardt, 1989 as well as

84

Il



physicalartifacts (Bhattacherjee, 201and field notegBhattacherjee, 201ZEisenhardt,
1989. According tdEisenhardt, 198R in theorybuilding case study research, typically
multiple data collection methods are used and multiple data collection methods provide
stronger substantiation of constructs. In additigBhattacherjee 2012) states that

interviews are the most popular method of collecting data in case study research and are
supplemented or corroborated with other data collection metho@snsequently
unstructured faceto-face interviewsvere used as the main method to collect the data as
interviews permit the researcher to ask complex questions and fellpwuestiondHussey

and Hussey, 1997

The interviews were recorded using a tapeorder with consent for the recdings

obtained from the participants. The recorded interviews were transcribed by the researcher
and research assistants using transcribe software. The research assistants were supervised
by the researcher. The interviews were corroborated and supportigidl documentary

analysis such as training materials used for business model innovation workshops, BMI

initiatives reports and comparnnformationfrom the sample compani€®vebsites.

The table belovwgivesthe sources of data that were used in each caseddition, field

noteswere used to collect data. Eisenhar(t989 describes field notes as an-going

stream of consciousness commentary on what is happening in the reseagending bth
observation and analysis, preferably in separatisith the researcher writing down

impressions that occuwhichmay include hunches about relationships, anecdotes and

informal observations. Field notes may be enriched by as¥ifigat am | learningCand

G126 R2Sa (GKA& OFasS RATFTFSNI FNPYKEHNIwNdHzA 6 K ¢
applied and the recording completed within 24 hours following an interview so as to ensure

that data and impressionsere not lost(Bhattacherjee, 2012

Semistructuredinterviews were recorded and transcribed using Transcribe softvldre.
interviews solicited information using an interview schedule tinatude introductory
guestions on the company context such dsaw it started, growth aspirations, key
successes, challenges and company approach to innovatiofiusiness modetvolvement

overtime. This was followed by a set of 9 themes that were discussed focusing on one of
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theLJs NI A ORIVILF Y@ & o0dzaAySaa Y2RSt GKIFIG g1 & NBO
participant was part of the business model innovation team. The themes covered the

busines model innovation drivers, approach and process. In addition an existing business

model was discussed using the various business nomheponentshat are used in the

company to communicate and visualise the business médrthermore the business
modelenvironment, effective and ineffective practices and rating of the perceived intensity

of the business model innovation drivers. Another theme that wampbrtancein assisting

the researcher was looking at aspects that geeticipantsfelt were omitted in the

discussion that the participants felt were of value in manging business model innovation to
compete effectively in a changing environmeRtllowingthe interview the data was

transcribed

The transcribed data was spell checked and for ethiadars to ensure participarand

O2YLI yeQa O2yFARSYylGAlItAGE YR LINARGI O8 GKS RI
replacingLJ: NIi A Gdnle withilifeivieweeumbersand company names with

pseudonyms. Furthermore, additional information that tshbe used to identify companies

such as company philosophy was anonymisednsuring that all the transcribed dateas

coded to facilitate richness of data analysis a line was inserted after each senitrese.

word documents were then saved in rickkxtdormat and imported intcATLASi. The use of

ATLASi was guided by Introduction tATLASI basic operations, tips and tricks for coding
(Archer,van Vuuren and Van der Walt, 2DIhe uploadd transcripts were subsequently

analysed using thematic analysis.

86



Table3-3: Case studies sources of data

Sector Data sources
Case study A Digita| ICT Interview with CEO, Welisi Innovation discussion session how
Marketing Company digital is changing education in Africa
Case study B Large| ICT Interviews with ClO, General Manager Services and Group
ICT Company innovation officer, Website, online documerdad company
business model innovationavkshop documents
Small ICT Company ICT Interview with CEO, Website, Documentation business case for

transformation in South Africa and observation of a presentatior
innovation tool to a client.

Financial Services | Financial | Interview with CEO and website and online document
ProviderA services

Financial Services | Financial | Interview with CEO, Website, online documents and email abou
ProviderB services | the company's business model evolvement.

Financial services | Financial | Interview with Banking Team head and Head of Research and
provider C services | development, Website and online documents

3.6.2 Data analysis technique: thematic analysis

There are a number of approaches for analysing data in qualitative research with data
analysis undertaken simultanasly with data collectiofSilverman, 2013 Furthermore,
Braun and Clark&006) highlight thatwhile qualitative research may not be subjected to
the same criteria as quantitative research, as a method of analysis qualitative reseaych
be applied rigorouslyo data. In particularqualitative research methods are oriented
towards understanding meanings and experienaed could provide new insights and
knowledge in poorly understood and complex aré@sowe,Inder and Porter, 20),5uch as
the complex area of how companies nage business model innovation to compete

effectively in a changing environment.

Anumber of data analysis approaches may be applied in qualitative research. According to
Braun and Clark@006) qualitative analysis methodsay becategorised according to their

link to the theoretical or epistemological stanseich as grounded theorgonversational
analysis and narrative analysis to those that are not linkedsuch as experiential method,

thematicand content analysidn the current research study data dypsis usd thematic

87



analysis due to the flexibility provided by the method not being linked to any
epistemological stancé®espite offering ease of use and flexibijlBraun and Clark006)
indicate that thematic analysis is poorly demarcated, rarely acknowledged, yet widely used
gualitative analysisnethod both within andbeyondpsychologyesearch. Henceaising

thematic analysis to conduct data analysis would require ordefone and demarcate

thematic analysis from the other qualitative data analysis techniques.

Thematic analysis may be defined as a data analysis technique that systematically identifies
and organiseslata to draw patterns of meaningferred to as themesa@aoss the data set

(Braun and Clarke, 201.2Thus thematic analysiaccording toJoffeand Yardley2004), is

similar to content analysis in systematically identifyamgl describing qualitative data

features that reoccur across participantsing codes and themewith thematic analysis
concerned with the explicfualitative analysis ahe meaningof data in context. In

demarcating thematic analysis from content analysis Cretad. (2015 suggest that the

two may bedelineated by conceptualising their relationship on a continuwithh thematic
analysisas amore interpretive, inductivapproach that does not lend itself to calculatjon
whereas content analysis &descriptive deductive approach that lends itself to calculation.

A more or less similar view is presentedaife and Yardle§2004), proposingthat thematic
analysis shares many principles and procedures that are similar to content analysis,

content analysis presents a numerical description of features of a given text or images while
thematic analysipays greater attention to the qualitative aspsatf the material being
analysed. As a data analysis technique thematic analysis presents some benefits and

challenges.

The main benefit of thematic analyseccording to Braun and Clarkg012), is the ease of

use, accessibility arftexibility, teachingone the mechanics of coding and analysing

gualitative data systematically and in a manner that analgabe linked to the theoretical

or conceptual framework. Furthermorthematicanalysis presentthe researcher with the
advantages of flexibilitys relatively easy to use as a method that is quick to learn while
enabling researchers to highlight similarities and differences across data sets and generating
unanticipated insight¢éBraun and Clarke, 20R6Ihus thematic analysis presents

researchersvith a systematiovay ofresearching datéghat would otherwise seem vague,
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mystifying and challengindpata can be analysed arttien be linkedo a broader theoretical

or conceptual frameworkBraun and Clarke, 201 Z'he asped ofease of use and enabling
one to link data analysis to thmnceptual frame were the main appeals for using thematic
analysis in the current research styadsthe aim was tdest the relevance of the

conceptual framework on managing business model innovation to compete effectively in a
changing environment in thsample companiess well as reviewing the similarities and

differences between the sample case studies and generating unanticipated insights.

According to Braun and Clark006), the key challengeof thematic analysis relataainly
to apoorly conducted analysis or inappropriate research quessorce data is driven by
the research question and thematic analysis has limited interpretgtoxeer beyond
description if it § not used within an existing theoretical framework to anchordhalytical
claims. Thus in providing the anchoring of claims in the research study a conceptual
framework that is derived from the literature and presenteddmapter2 is used.
Furthermore the research study adopts theoretical assumptions underlying interpretive
research in terms of multiple realitieceence the data analysis seeks to bring out the
multiple realities from the collected data. An additional thematic analysis challenge in
comparison to narrative analysis or other biographical approaches islleabatic analysis
is unable togenerate insights from contradictiomsd consistencies acrossdividual
accounts Also,in comparison to discourse analysis and conversational anglysisatic
analysigloes not allow the researcher to make claims about the language and participants

expressior(Braun and Clarke, 2006

A process approach with clearly settateps to conduct thematic analysis amitigate the
pitfallsin ensuing good thematicanalysis vasdrawn from Braun and Clark2006) and

Braun and Clark€012 andusedas a guideline in the research study. The thematic analysis
sixstep approach is illustrated frigure 3.1The process steps include familiarising oneself
with the data, generating initlecodes, searching for themes, reviewing themes, naming and
defining themes and producing the repoFRigure 3.lillustrates the specified steps as well

as highlights the activities involved in each step and provides guidelines that will enable one

to avod the common pitfalls
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wImmersing onese involves reading and rereading textyal
data searching for meaning and and patterns also known as themes.as well as
transcribing verbal data

SLElENEIEE  (0Reading and reareading data is tiem consumingskipping the step is not
oneself with data

recommended as familiarisation provides the bedrock for the analysis

«Producing initial codes for the data which are the building blocks for analysis a
identifying semantic codes that describe the meaning data and latent codes provide
interpretation of the data content.Coding may be "theatsiven" or "data driven"

e wThe key to code identification is ensuring codes are relevant to the research question

codes and developing a coding manual to serve as a data maangement tool

uan active process of generating themes rather than discovering themes by reviweing th
coded data to identify areas of similarity and overlapbetween the codes collapsing and
clustering codes that share unifying features to reflect a coherent maening ful pattern of data.

u'he key is not to use data collection questions as themes with no anlaytic work conductéd to
identify themes across the data set and make sense of patterns in the data and avoding
overlap between themes ensuring a sense of individual themes clearly emerges

3.Searching for
EINERES

wefinement of the devised set of candiadate themes collapsing some themes by combining
some themes and discarding those themes that are not sufficiently supported by the dat

wensuring themes are coherent with central idea and supported with adequate data extra¢ts
and avoding a continous loop of recoding and generating themes but stopping when

4.Reviewing refinement is not presenting anything significantly new
potential themes efinement is not presenting anything significantly new.

wldentifying the essense of each theme and determing the aspects of data that are captured by the\theme
with no overlap between the themes.In addition defining and naming themes involves deep analytical
work to shape analysis to fine grained detail moving beyond data to interpretation using both
descriptiver an intepretive analysis and organising data within an overarching conceptual framework
- wensuring themes tells a story that fits to the overall story being told by the data in relation to the
S eiel research question with each theme ideally having a singular focus and themes directly addressing|the
ASlleis=s research question and drawing conclusions accross the whole analysis making interconnections between
themes and the overall data set

u$eeks to tell a complicated story of the data in a convincing ,manner to the reader in terins of
merit of merit and validity of analysis that is supported by sufficient data extract to
demonstrate prevailance

ey «iEnsuring reporting provides a concise, coherent, logical, non repetitive story both within and

across themes.

Figure3-2:  Diagrammatic representation of thematic analysis steps with information frgBraun and
Clarke, 20062012
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In addition to thediscussed process steps and guideljiaun and Clark€006) suggest
that poor data analysis in thematic research emanates from failing to sealgta But
insteadstringing data extracts together without any analytic narrativae to a mismatch
between the dataand analytic claimavith a worst case scenario data extracts that are
presented actually contradict the claim&mismatch between thery and analytic claims is
a result of failing to ensure that data interpretations are consistent withtheoretical

framework(Braun and Clarke, 2006

Data familiarisatin entailed reading the transcribed interviews as well as the documentary
analysis that was obtained from sample companies such as the training materials used for
business model innovation workshops, BMI initiatives repaasppary information from

the sanple companies websites and the information from the field notes. This ended
researcher tcstart developing ideas as regarding the ddita example whether the
companies were using a structured approach to business model innovation or an organic

approach. The data familiarisation step was followed by generating the initial codes.

In generating the initial code8raun and Clark€012) highlight that thematic analysgoes

not prescribehow one segments data as a cdolé suggests one codes every time one
identifies something that is potentially relevant to the research question. Furthermore,
there is no prescribed maximunumber ofcodes but codes should capture the diversity
and patterns within the dataand appear across more than one data itéBnaun and Clarke,
2012. In additionthereare various approaches to coding in thematic analygisording to
Braun and Clark¢2006). The two main approaches are an inductive bottapapproach
GKSNBE (KS (GKSYSa N8B ARSYGATASR FTNRY GKS
theoretical irterest nor fitting the data into a prexisting coding frameand a deductive
top-down theoretical approach in which coding is driven by the analytic interest and tends
to provide less description of the data overall but detailed analysis on some of pleetas

of data. In addition to these two approaches a hybrid approach that integrates addiaen
approach with a theorgriven approach may be adoptebh applying a hybrid approach
Feredayand MuirCochrang2006) used a codebook that was developed before conducting
in-depth analysis from the research questiand the theoretical framework and

summarised the collected data and identified the initial theraed applied the coding
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template to the dataHowever inthisresearch study while a hybrid approach was adopted
the codingwasdeveloped from the data a codebk andnot developed from the
conceptual frameworkThis was to allow for the findings to be closely related to the data.

detailed coding is discussed in the next paragraph.

The first step in the coding entailed searching for themes from the data sithesdata set
and naming the themes. Thisitial code generation phasgenerateda total of 119 codes

In the second stethe codes were reviewed and themes that were regarded as similar or
having related meaning were merged and this resulted in the sdx#ng reduce from 119
to 65. The third step involved using the 65 codes to derive seven osteirey themesThese
themes were namelfpusiness model innovation processisiness model redesigand
business model understanding. In additjdime other themes werebusiness model company
context, components, innovation drivers and lessons learned. These sevemahega

themes and suitomponents are downloaded frodTLAS.tand depicted irFigure 3.2
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K
Codes Edt Miscellaneous Output View

Code Manager [HU: Final Business model innovation final june 29 2016]

mili lﬁ BUSINESS MODEL INNOVATION PROCESS{1-3}

—i’ Business model innovation process: organic {11-1}

- i} business mode! innovation process: process structured {11-1}
business model innovation process: steps {3-7)
business model innovation process: steps ideation (46-1}
business model innovation process: steps implementation {19-1)
business model innovation process: steps initiation {33-1}
business model innovation process: steps integration {14-1)
business model innovation process: steps mobilisation {14-1)
business model innovation process: steps monitoring {13-1)
BUSINESS MODEL REDESIGN {0-4)
business mode! redesign: alignment {7-2}
business model redesign: approach {156-4}
business model redesign: benefits {26-2)
business model redesign: complexity {2-2)
BUSINESS MODEL UNDERSTANDING {0-2}
business model understanding: communication {37-1}
business model understanding: visualisation (28-3}
business model understanding: visualisation benefits {21-1}
business model understanding: visualisation reasons {6-1}
COMPANY CONTEXT {0-4

o ot

L DRIVER (0-5}

ﬁ Driver-Internal Organisational (8-7)

Y% Driver-Intemal Organisational business model alignment why (3-1)
L% Driver-Intemal Organisational Entreprenurial Leadership {16-1)
¥ Driver-Intemal Organisational Exstential crisis (3-1)

ﬁ Driver-Intemal Organisational Growth Aspirations {6-1)

¥ Driver-Intemal Organisational innovation culture {11-1}

ﬁ Driver-Intemnal Organisational staff quality {24-1}

X% Driver-Market (3-5)

¥ Driver-Market business model similarty (6-2)

ﬁ Driver-Market unserved customers {7-1)

¥ Driver-Market changing customer needs {32-1}

L% Driver-Market compettion fending off low end disruptors {2-1}
ﬁ Driver-Market competition intensity (32-4)

¥ Driver-Market competition shifting basis (7-1)

ﬁ Driver-Market competition China price {7-1)

¥ Driver-Regulation {14-5)

4] Driver-Regulation Broadbased Economic Empowerment (BEE) {6-1)
% Driver-Requlation Intellectual Property Management (13-1)

%% Driver-Regulation POPI{4-1)

ﬁ Driver-Regulatory compliance {7-1}

ﬁ Driver - Technology cloud {3-1}

% Drive - Technology data analytics {3-1}

2 ﬁ Driver - Technology incremental radical disruptive {63-5)

%% Driver - Technology mobile {111}
ﬁ Driver - Technology social networks {16-1}

ﬁ NS LEARNED {0-2

Figure3-3:

Business model innovation data codes
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Having inductively identified the codes aaderarching theme, the themes were mapped to
the conceptual frameworkThe mapping indicates that that the company history and
lessondearntthemes do not map to theanceptual framework but provide a background
towards understanding how business model innovation is managagedell as capturing the
lessondearnt by the companies in terms of managing business model innovation. The
business model innovation process mapshe 4+k2M business model innovation process
while the drivers theme maps to the business model innovation drivers component in the
conceptual frameworkFurthermore, business model understanding, redesign and
components map to the business model coptim the conceptual frameworkdaving
mapped the overeching themes from the data to the conceptual framework, the research
guestions were mapped to the conceptual framework. This mapping is supported by
mapping research questions to the conceptual frarelvand mapping the overahing
themes to the research questions.i$two-level mapping is illusaited in the two diagrams

below.

Figure3.4 depicts the conceptual research model, including research questions, which

guided the analysis of data.
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Mapping research questions and sub-questions to the conceptual framework

Business model innovation drivers

Martket factors

SQ. What are the drivers to buinsee model
innovation

SQ. What is the relationshipn between
the business model innovation process
and business model innovation drivers

Regulatory factors

SQ. What are the

Continuous 41-2M business model innovation
lessons learned

process

RQ. How
companies
bl'“ﬂll’"ﬂ‘ e — SQ. What process is used to manage
usSIiness & i i
model business model innovation
innovation
to compete
effectively

:f"wnAT?.I SQ. Why and how business
p models articulated
What value is

S ouatomery SQ. What are the components used to

e visualise business models
SQ. What are the components of

How much business model redesigned
revenue is

@ generated?
Rflgf;é‘f SQ. What is the relationship between
_ business model innovation drivers and
HOW | componets that are redesigned
. MUCH?

How is the value
proposition
created?

| HOW? |

Who is the target customer (segment)?

Figure3-4: Conceptual framework and research questions
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Mapping research questions and sub-questions to the conceptual framework
Business model innovation drivers

Drivers

Martket factors

SQ. What are the drivers to buinsee model
innovation

SQ. What is the relationshipn between
the business model innovation process
and business model innovation drivers

Continuous 41-2M business model innovation SQ. What are the
process lessons learned

RQ. How
companies

manage SQ. What process is used to manage
b‘::;':.:f' business model innovation

Business model
innovation
process

innovation
to compete
effectively

: Business model
WHAT? | SQ. Why and how business understanding
models articulated

What value is
e
om'.t:r::::;. SQ. What are the components used Components

ALU = = =
PROPOSITION visualise business models

SQ. What are the components of Business
Ho;v“i,;odqn“::-u- @ Hw’mzei: business model redesigned model
created? generated?

REVENUE SQ. What is the relationship between re-design
business model innovation drivers and

HOW componets that are redesigned
MUCH?,

Who is the target customer (segment)?

Figure3-5: Mapping codes research questions and sub questions to conceptual framework:

96



3.7 Research alidity and reliability

Reliability andransferabilityplay an important role when conducting research.

Morse, Barret, Mayan, Olson aigpierg2002) argue thatimplementing strategies for
reliability and validity is an integral part of implementing setfrrecting verification

strategies during the conduct of the research inquiry to ensure qualitative research rigour
and to avoid the risk of missing threats to reliability and validity until it is too late to correct

them.

Reliability refers to the extent to which the research riésare likely to be repeated while
validity is concerned with the extent to which the results accurately reflect the situation
being studiedHussey and Hussey, 198ilverman, 2013 Furthermore Yir{2014) adds
reliability entails the consistency and repeatabilityresearchprocedures used in the case
study with external validity concerned with tlextert to which findings from the case study
maybe generalised to other situations and internal valigigrtaining to the strength of a
causeand effect link made by a casady.Inthe proposed research, a number of strategies
were adopted to ensure reliability anlansferabilityandthus generalisation of the

research results. In terms of external valylihe proposed study does not use statistics to
generalise from sample to the population, but seeks to generalise from the case studies to
theory. Therefore, it seeks to examine if the patterns, concepts and theories generated in a
particular environmenmay be applied to other@Hussey and Hussey, 199Ih an effort to
ensure validity and transferability, a number of strategies were adopted which included
investigator responsiveness, methodological coherence, theoretical sampling, sampling
adequacy and replicability, geralisation and triangulation. The actual strategies to be

adopted are discussed.

Investigator responsiveness was key in ensuring transferalfilityordingBluhmet al.

(2010, researchers enter the situation with all their knowledge of existing theory, their
individual biases, and their expectations for the unfolding of the behaviour and #ilew
data to gude further data collection and analysis rather than remaining committed to their

initial plans and expectations. The strategies for ensuring investigator responsiveness during
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data collection and analysis included remaining open, sensitivity, creativey imsight and
listening to the data rather than relying on previously held assumptions about business
model innovation as identified in the conceptual framework and willingness to relinquish
any ideas and categaations that are poorly supported by thaata. Data collection and
analysis were undertaken concurrently sat@éink what is known and what needs to be

known to ensure reliability and validity.

Methodological coherence was one of the tools used to ensure research results
transferability.Accoding to Morseet al.(2002methodological coherence ensures that the
research methods, data and analytic proceduresrespond with the research question and
methods and the process may not be linear as the research unfieldse data may demand
to be treated differently, questions ay need to be changed, methods modified and
sampling plans expanded or changed altogetfidwereforein the proposed research
strategies for ensuring methodological coherencer@adopted and a reiterative research
processpractisedas opposed to a lineapproach. Moreovercoherence between the
pragmatist philosophical paradigm and the research methodsmaintained by using
gualitative research method that used an abductive approach to theory developmnerst

ensuling coherence between methods and iidsophical stance.

In particular codes were generated from data to ensure thabryis used to inform

practice and codes were mapped to the conceptual framework to ensure theory irddrm
practice. In additionthe focus was not on an objective or gettive reality but on solving a
problem with business model innovation moving towards developing jpesitice on how
companies maage business model innovation to compete inhnging environment.
Furthermore, a reflective process was undertaken dutirgdata collection process and
theoretical sampling, triangulation and data saturation were used to ensure methodological

coherence.

Theoretical sampling was used to aid transferabilityMasse et al.(2002 highlight that
theoretical thinking requires macrmicro perspectives wére ideas emerging from data are
reconfirmed in new datagiving rise to new ideas that, in turn, must be verified in data

already collected. Theomyas developed through both the outcomes of the research
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process as opposed to as a framework for data asislgs a template for comparison and
further development of the theory. Theoretical saturation occurs when no new or relevant
data seems to emerge inaategory. Furthermorgheoretical sampling entails selecting

cases based on their ability to illumingtee extend relationships and extend the

relationships among the construcfSisenhardt and Graebner, 200 addition,
EisenhardtGraebnerand Sonesheir{2016indicate that theoretical sampling maybe used

to adjust the sample asew insights and opportunities emergén proposed research
theoretical sampling reliability and validityere safeguarded by ensuring that theoretical
saturationwasreached. Assuch to ensure theoretical sampling to illuminate the

relationships betweerthe business model innovation drivers, business model process and
business model components the cases were selected on the basis of done some conducted
business model innovation projects. selecting the case for variance in the ICT sector two
large conpanies were selected whilst in the financial services sector one large financial
services provider was selected and two small ones.

CNRALFyYy3IdzAf F GA2Y g1 & 2yS 2F GKS adNIG§S3IASa dza SR
Triangulation refers to these of two or more independent sources of data or data

collection methodgSaunders et al., 20251n this studydata triangulationwas usedas the
datawascollectedfrom multiple sources such as interviews supportgddocumentary

analysis and research notes. In addition, multgdsesvere used and data triangulated

across the cases

Sampling adequacy and replicatiere adopted in order to ensure transferability.
According taMorseet al. (2002, sample adequacy and appropriateness entail selecting
participants who best represent or have knowledge @ tesearch topic t@nsure efficient
and effective saturation of categories, with optimal quality data and minimum waste.
Furthermore saturating data ensures replication in categordesl replication verifies, and
ensures comprehension and completeneBsereforeto ensure sampling adequacy and
replication only companies that were identified as having conducted business model

innovation were selected to participate in the research.
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3.8 Ethical considerations

Ethical considerations deal with designingrese& Ay | YI YYSNI Ay @gKAOK
are safeguarded and protected from physical harm, embarrassment or loss of piivasy

required the researcher to explain the study benefits, explain respondents rights and

protection and obtain informed conséfCooper and Schindler, 2003n the research

study, formal permission anthformed consentvere sought fromparticipants in the sample
companiegthe participantswere adults). An inviation to participate in the researctvas

printed on the official university letterheagdigned by both the researcher and the

supervisorand hard-delivered to participating companies by the researcher. The sample
participantssigred a consent form. The consent form clearly desaliieKk S Ay F2 NX | y (i & G
to not participate and right to withdraw from the study at any point. The study benefits

were clearly explained to the participants and both the procedures and requirements for

data collection described. In addition, the participgnbuldrefuse to answer any questions

shouldthey prefer not to.

¢CKS &adzoa2S0iQa Ayl S Ndepidtacted iy tBrmsFodtiiedhBoringifidsf 0 S A y 3
of anonymity and confidentiality as suggested in Bhattacheg@@d2. Information that

couldlead to the identification of individual participartis & dzOK & (GKS O2YLJ y &
philosophies and names, was omitted, aadtinformation thatwas deemed as having the

potential toidentify individualparticipantswasremoved from the report. Furthermore, the

NB & LJ2 Yy RSy ( & &ssurey egadsy thairésearcher reatata in a summarised

form and where quotesvere usedcaution was exercised to ensure the information was

be traceable to the individual respdents. The interview transcriptgeretreated as

confidential and the researcher ensaréhat the assistants that transcrilbethe data

maintained data confidentiality and safety standards. Upon completion of the research

study, the interview tapes and trascripts will be preserved by the researcher in manner

that is in line with the initial agreements on the consent form.
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3.9 Conclusion

In this chapter the research design and methodology used in the researchvwgéeuely
discussed with justifications for thekected research strategies and techniques. In
particular the studyadopted a pragmaticresearch paradignwith the ontological
assumptiondeparting fromthe dualism of subjectivism and objectiviswith the research
seeking tdacilitate human problem soing, Soecificallyfocusing on informing future
practice with the ainof contributingtowards practical solutiond.he unit of analysiwasa
single company in which informatiamascollected from executives involved in the design
and implementation of busiess model innovation, and the sample case studie®
selected based on having previously conducted business nmoa@tation.In the case
studies the datavascollected usinginstructured interviewdastingbetween45and 90
minutes.The collected datavasanalysedusing thematic analysis. The chaptertlined the
strategies used to ensure research validity and transferapdgyell as providing an outline
of how thematic analysis was applied to the data. In the next chapter the data areatysis

findingsare presented.
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Chapter 4: Data analysis and findings

4.1 Introduction

In this chapter the data analysis in terms of the case stddim#extual background is

presented. This contextual background serves as a foundation for answering the main

research questiorhow companies manage business model innovation to compete in a
OKIFy3aAy3a SYGANRYYSyYyiGd ¢KS | NBdzYSyid SYlFylGAay3
framework presented ilthapter 2 isthat managinga business model to compete effectively

in a changing envanment entails an understanding the business model innovation drivers,

using a continuous 4M business model innovation processredesign the existing

business model components. These case studies were used to explore the relevance of this

argument inthe sample case studies.

Braun and Clark (2012) sugg#sit in preseting the research findings anésultsthe
reporting needso provide a compelling story about tltata, basedon the analysis of such
data. Furthermore, Braun andlarke(2006) recommend thathe story about the data

should presenaninterestingaccount that is convincing to the reader in terms of merit and
validity of analysigroviding a concise, cohergribgical and noepetitive story from both
within and across themesvith the report supported with sufficient data extracts

addtion according to Eisenhardt and Graeb@007) when building theory from case
studies he central notions to develop theory inductively with the theory emerging as

patterns and relationshipamongstthe constructs within and across cases.

In presenting the research results inmanner that is interesting, avoiding repetitiowhile
ensuring that the analys@erivesfrom both the individual casstudies asvell as from the
overall data setan individual narrative of each castidy ispresented Thusfollowing the
suggestedEisenhardt and GraebngEisenhardt and Graebner, 20@pproach and in
Chapter 5 the cross case comparisors @ovided. The narration of sample case studies
briefly presents thecase study context and highlights soofethe reasons why the
companies areegarded as good caséor collecting datao answer the research question.
The discussionf theO 2 Y LJI gneeg dutli@sthe O 2 Y LJ- y & Qaind biisinésa raodd
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in relationto business model similarity ants challengesin addition the contextual
background outlines the business model innovation drivers, business model components,

redesign approach and Issnslearntfrom the business model innovation process

4.2 Context Digital Marketing Company

4.2.1 History and business modelerview

Digital Marketing Company provides ICT serviaed was identified as a viable case for

examining business model innovationtae company was branded asethat values

innovation and new thinkingaccording to information published online. Furthermore,

Digital Marketing Company identifies itself as one of the leading digital marketing

companies in South Africhaving won sevettaawards and the company identifies itself as a

GNIAf oflFTSNIAY GKS RAIAGEE YINJSGAYy3 aLl OSa

discussed using theetwork diagrams extractedrdm the ATLASI analysis.

Digital Marketing wasounded in abou®000, and has evolvednto one of the top six digital

marketing companiedt offers a business model that is slightly differentiafemim those of

competitors and will continue to evolve the business model frorseavicesbased business

oneto aproductbased model with services around the products. The company context is

depicted inFigure 4.1followed by a detailed discussionthie O2 YLJ y& Qa KA AG2NRB X

model similarity and business model challenges.
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The Digital Marketing ompanyQ ldistory dates back to early in 208@hen thecompany was

started as a loosely coupléaio- to three-man show anakvolvedto a startup with a proper

company structure and focused services and furtneslvedthe business bynnovatingthe

WWhozomponent by growing th&arget customer basgexpanding its offices to be in two of

the largest ICT sector hgbnamely Gauteng and/estern Capédt has been five years since

the company expanded the market and the company has become one of the top six digital

marketing companies in South Africa.

The followingguotationfrom the respondenhighlightsthe companyevolution:

G ¢ K S threelybklis was onman show type of businesso-three people company

we did everythingWe realised as per quality of our work started to improve people

started to become aware of our company we actually need to grow a structure

business we just not lmfering services without a structure around what we do and

aKI G

gl a

2dzNJ FANAR G

f SiQa
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being loose onenan operation to more of structured entity with structured services

OKFG @2dz glya (2 2F7FSNWE

Moreover in the comparn @volution,in addition tothe customer base expansigtiere

was a huge product innovation where the compdmyit productsthat includel the content
management system which is the technology behind the websites and the mobile
appliations, Webcam, mailing systems aamdlinternal CRM systems for managing client
relationships and projects. These products are viewed as important in the current phase in
the business model innovation phase where the company is evolving from a seagekt
business to a produdbased business that offers services around those produtisse

views are expressed in this quote

G{2 0(GK2aS LINRPRdzOG& I NBE @GSNEB AYLERNII Yy
clear that we need from shift from a being arply servicebased business with some
products to be primarily productbased business that offers services around those

productse

4.2.1.2Business model similarity

In terms of lusiness model similarity Digital NJ S dusigeSs@éddek perceived to be

slightly differentiated from those otompetitorsby offering astreamlinedfocused service
offeringanddoingsousingthe O 2 Y LJI nyaih philosophy to deliver customised products

and servicesThe customised differentiation is supported by a strengtomerrelationship
componentand the@ I  dzS LINB LJ2 a A (i A 2 Yy GaproveitraciSrecard in e S |

services thaare provided This view is reflected in the following quote

G2 KSNB 6S R2 RATTS NiBefirstbding tBroughtourdayi (G 62 |
philosophy andnain educationinitiative is a thred that runs through everything our
clients understand that we are not an agency that Blhghe answers we are an

agency that is prepared to unpack all answers and approach problems in a pragmatic

o dzi

resultsorientedwayX {2 | 0A3 RAFFSNBYUGAIFI 02N Aa 2dzNJ
streamlined offering; i KI & R2Say Qi YSI y,washGve R&deph2 i KI @S

SHaeg yR AGQa | 0A

Qx

0dzi AlGQa 2dzald FSSft
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4.2.1.3Business model challenges

Despite the business modeéing slightly differentiatedrom those ofcompetitorsthe
business model is facirgpallengesoming from the low barriers tentry thatlead toafast
proliferation of new companies in the markeesulting in astomers facing challenges when
filtering for a service provider for desired services in the digital marketing spaeeldition

to low barriers to entryscalabilityis another issuelue to the service nature of the business
model that results irthe company sellingpours. Inthis business modedontext Digital
Marketing is facing a number of factors that are acting as a driver for business model
innovation. Inthe next sections will review the factors that are driving business model

innovation

4.2.2 Business model innovation drivers

Digital Marketirg Company is facing both external and internal factors that are motivating
the company to innovate the existing business model. The external factors include market
factors, technological advancement and regulatory factdheinternalfactors include

growth aspiration qualityof staff andentrepreneurial leadershiplhe factors influencing
business model innovation are illustratedrigure 4.2 followed by a discussion of each of

these factors.

106



5mpti'|.re:

15 DT O

Incremaental: =] Mot
Plassive driver . ; perceived
< as a driver
Technological
advancement
Qﬂﬂ“‘thhﬂ: -
Intense P
“China price" S e e by Blanagement
moderate Irpartat CIHS‘_E I5 st m'lr::'uir'l.thﬂ
L =
study A
Market e Tp— Di ':II Regulatory
f-ElCtﬂl‘S IEI »infhancedl fﬂﬂﬂl’E
=pen o marketing
ﬂth'lﬂllﬂl i pmrt o
cCusbmer T E—
Moderate O
Internal Factors
15w al 15 =T al < e o
?";;:F;m"ﬂ' Rt quatity Growth
h\t:n:-p Intense sspirations

Figure4-2:  Business model innovation drivers Digital marketing Company compiled by the researcher
4.2.2.1Market factors

Market factors that are driving business model innovation were identified as the changing
customer needs and competitidacetsthat includeintensifyy’ 3 02 YLISGAGA2Y | YR
t NJA Th €ompetition intensity was illustrated by one of the participants as follows

oBeing inthe top sixis notbeingin a comfort zone at all. can promise you that the market is

moving into a space where the top 15eagies in this country are going to be equally strong

Ay o6KIG G0KS& R2¢o

TheChina price while a factor driving innovation in the industig not regarded as intense

in the company as highlighted in the quote below

A 3 A G L6 intéreStddbechdise tHedchiri palcelt&t yaulrefer
0 ySOSaalNARfe 2NRARIAYIXE ¢AKIIOQH KNYNS LA
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is already there in the sense that there are cheaper \Malgswever there is a market

out there wanting a custo mised attention that it deserves as opposed to plug and play type

ofset-up and thatods.owhere we pl ay

The changing customer needs arfeimportanceas understanding and embracing a volatile
YENJ SG Aa 2yS 2F GKS 02 YL yrégmQre fold®ingsS LKA 232L

statement by one of the participants

G ¢ K lisre®yamuch part of ounain philosophyyou need to understand

andembracethat marketout thereis a volatile market in the sense that technology

comes and goes and what is relevant todapot relevant tomorrowhere is
a2YSGKAY3 (KIG &adzRRSyfteé 6502YS8a (KS ySEI
yourself to have very much a taste testing inventive culture ¢hatbraceghe

change but at the same time making sure that your foundationfis’sdR ® £

Such changes in customer needs are treated oaseby-casebasisand the company has
the necessary focus and systems to manage the chahiggge banging customer needs
are a moderate driver to business model innovation with the company beingeawfar

change and considerate in in terms of the way in which the compaspords.

G,2dz 1y28 FT2NJdza GKFIG Fyeé OKIFy3aSa Ay Odzaid
OFrasS IyR AU0Qa KIFINRf& | &adzZNLINAR&S 6KSy 6S a
focus and systemgare]A y LJ I OS G2 YIlIyl3S G4KS OKIy3aSo
business model innovatighut] would be intense if we would be jumping around

whenever there is change or being ignorant of the change

4.2.2.2Technological advancement

Technological acdancement is seen as a massive driver for business model innoyation

particular incremental technological advancement as highlighted in this quote

dncremental technological advancemenpigferredas far as we are concerned and
A (d€Xiaitelya massie driver for business model innovation. Hence what we always
say to ourselves when you look at the tdptechnology trends five years ago it very

much still the top 10 technology trends today it is still mobile, cloud a whole bunch
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things and people askdzy y @ jdzSaidA2y Ada GNByRa odzi A
still relevant. And the truth is change in practinet in theory in practice change is
incremental and conservative for most part and it is actuallyng-term process

rather than ashortterm process.

In this contextlooking at this incremental nature of technology one does not necessarily
need to innovate their business model drastically every single year but to evolve certain

areas. Thisan be seen ithis excerpt

GLF & 2dz thayyRbwWilEuibersfaRd that you do not need to innovate your
business model drastically every single y¥au can evolve in certain key areas as
we have but we will never revolutionise our business such that it is something that
R2Say Qi KIYF (A 202860 R F2dz

4.2.2.3Regulatory factors

An additional external driver for business model innovation is the regulatory fa¢rors.
the pointview of IP managementhe buying selling of IP is not currently a driver for
business model innovatigibut it seems couldbe of relevance in the future as shown by this

excerpt

G2S KI @S ySOSNI 02dzaK{ LWeale ifi ke ppdSeskof S ONB |
NEIAAGSNAY3I || ydzYoSNI RAFFSNBYyUd GSOKy2f 23A
weak driver for business model ovation as for now when our clients use our

technologies we always make them sign a document not to sell our technologies to

other people and it has always worked and yes now we realised there are certain

aspects to be managed from IP point of vi&\e do that now but it has never been a

0A3 O2yaARSNIGA2Y F2NJ dz& GNIRAGAZ2YIffeeod

Regulation is seen as a driver for business model innovation from Broad Based Black

Economic Empowerment (BBBE) due to the scarcity of skills. This was reflected as follows,

G 2 K S B&re sfruggling as an industry as a whole is regulation around theuol|
of Broad BlacBased Economiaipowerment is that the skills base around

previously disadvantaged groups far technology digital space is very very scarce.
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We struggle to finddlented skilledB-BBEEpecialists in our industry there is a lot of
effort being put in running training and uplift the segments but we still struggle to do
that. As a company we are a level 3 BBBE accredited which is still good but we need
to focus ahed as how we grow that type of skill in our industry and in our business
A0Aff oé

4.2.2.40rganisational factors

The internal factors are an update on the conceptual framework as growth aspiratenes
part of the conceptual framework but the issue of entreprenauleadership and staff
guality were identified from the data. Therefore a new group of internal drivers is created
and it will include both the growth aspirations and organisational facibing. key
organisational factor that is an intense driver for mess nodel innovation is the company

in terms of thequality ofstaff asillustrated bythis extract

G! yR (KS &S 02y RtafRelal@iays/say we BaidHss bus &hat wekase
driving and we need to get the right people on the bus sittingherright seats on
the bus. The driving force isour TEAMA G K2 dzi GKF G ¢S g2dzZ R y 2

The leadership drives business model innovation from two aspects, firstly the
entrepreneurialleadershipthat is sharecamongii KS O2 YLJ y @ Qa add2 LJ YI yI 38§
leadership desire to deliver remarkable woflkhis view was expressed as follows by one of

the participants

G SF RSNBAKALE ¢KIFIG RNAGSE GKS fSFRSNARAKALI 2
aspectsWe are all entrepreneurialve have the desire ofeing in control of our own

destiny and building this business thm#ople can remark on and styeseguys

know something that iguite good.So there is also a shared value specifically within

the leadership and it filters down and the shared value cobo§sincerity being

humble about what we do but having exceptional work ethic in terms the service you

deliver and the quality of the work.

There[are] lots of opportunities that come our way in the disguise of good money
and we arecautious of those opprtunities becaus@wve] know in the long run they

will cause more problems than anything eése.
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4.2.3 Business modetomponents

¢tKS O2YLIl yeQa o6dzaAySaa Y2RSt Aa QAradd t AaSR dzaAy

Team, Comapny Culture, Operations
structure:Forms the nucleus of what we
do

Customer —
will knock on Rocket ship to
the moon:
the door Future products

and services'

FOUNDATION
Services: Search engine marketing, digital advertising , education and big website

developments
Products: Content Management Systems, Web Cam, Mailing system and CRM systems

Figure4-3: Business model visualisation house analogy compiled by the researcher

The houseanalogyvisualisation is mapped back to the business model canvdspésted

below followed by arexamination2 ¥ 5 A 3IA Gt al NJ Sssmodld / 2 YLI y & Q2
componentsTheO2 YLI y & Q& O dzNNKigudlisadiazéna stickriai hovs2 R S €

analogy is mapped to the business model canststing with the business model that

providesthe products and services as depicted in the foundgtan how suclproducts

and services are differentiated in the roof. In additibow the products and services are

created is illustrated in the house block in terms of the operations, processes, structure and
culture. Thevisualgation also depictsi K\8hosf the busness model in terms of the target

customers, the relationships that are maintained and the distribution chankéaisire 4.4

shows the potential sample business model for the Digital Marketing Company using the

business model canvas.
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Figured-4: Digital Marketing Company business model components compiled by researcher

4.2.3.1Component¥hatQvalue offering and differentiation

ThecomponentWhatCincludes thecompany éore products andservicesvhichare

regarded as the foundation of the company aakthe core servicesffered by the

company. These core servica® saidto be denoted a

GdKS

GoNBIIR |yR o6dzii

the services known to be profitable. The servit@sthe Digital Marketingcompanyinclude

searchenginemarketing, digital advertising, big website developments and training. The

products include the content management systems, webcam, mail systems and CRM

systemsMoreover, the company is said to be shifting frorseavicesbasedvalue

proposition toproductbasedone with services As such the company value proposition

could be said to includiuture productsthat will be highly scalable and supported with

services

TheO 2 Y LJI k¢y@ifledientiator is retaining focus on what the compatiges which is to

provide the customer with ease of use. In addition to the fotiis product quality is a key

differentiator and the quality of product and servi¢cegth one of the compan§ key

philosophies andts ethosbeing thedelively of remarkalde work. Thecompany wants be
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perceivel as the best in Africa in their core serviceseérchenginemarketing digital
advertising, big website developmentnd the company has a good record in the delivery

of these services.

4.2.3.2ComponentHowQkey activties, resources and partners

The company uses an internal services modelling approach to schedule activities and teams.

However the services are perceived not to be scalable to the desired level with future

products and services aimed at enhancing duatg.

4.2.3.3ComponentHow muchQcost, revenue and pricing

Understanding where all the revenue comes from and the most profitable business areas
and those services that are not profitable is regarded to be of strategic importance in
innovating the business oalels. As it was suggested thaistritical that there is clear
understandingof financials and management accounts witle dmanagement team singing

FTNRY (KS alyYS Keyy akKSSi¢o
4.2.3.4Component¥hoQcustomerschannels and relationship

The target customerfor the company are said to be high level pegpiederextreme
pressure andusuallyhaving had a bad service experience. The main customer needs are
marketing needssalesneeds andnnovationneeds. Digital Marketing adopts a
collaborative relationshipvith customers on how to use the various tools usi#égt and

tasteCand building trust with customers armlildingcommunities.

4.2.3.5Business model visualisation and communication

dzaAySaa Y2RStf O2YLIR2ySyida | NB dzaSReland RSLIA

business model understanding is associated with business model visualisation and

é.’.

u

communication Digital Marketing Compamgppearss S | g NS 2F (GKS O02YL} y

business model and the areas of innovation with the business model having beelsedua

and communicated throughout the company.
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G2S INBE OSNE | g NBE 2F 2dzNJ 6dzaAySaa Y2RSft
communicatethisvision of where we are now and where we want to be very quickly

to all our staff from junior level right througlo senior levet.

Ly fAYS 6AGK GKS O2YLIl yeQa OdzZ GdzNE 2F {SSLRAY
Communicated in a simple manner using a stick man figure house as illustrated in this

guotation:

GhdzNJ 6A3 o0dzAAY S&a Y2 R $éstickmankiguy hogss little NE R NB
block with a roof and a door. Bottom side our foundation and the foundation is our

core services that we offer to our clients and that we know are profitable to
ourselvesThoseinclude search engine marketing, digital adiseng and big
RSOSt21LIYSyia Sodd 6S60aAGS F2NI X . A3 RSOS
buttered that is our services but still not our value proposition those we are the

services that we focus on. In the middle is our team the company culture, ioperat

structures and systems we have and it forms the nucleus of what we have. The roof is

our vision philosophy th@ain philosophy so the roof is what people see from the

outside see and they see is timain philosophy, the ethos of delivering remarkable

work, what they see communication that we put outside. That is our business model

for the next 10 years we are busy building the garage is where we built the rocket

AKAL OKIFG GlF1Sa daa G2 GKS Y22y FyR GKAa A
doyourOdza G 2 Y S NRE TH2pKkridek oh #i&doox they are outside. They have

seen the house they have seen the roof and they understand it and they liked the

house They come on the door when they come in they must see the foundation and

they must sayheseguysare the best in Africa in search, digital media, education

YR 0A3 RS@St2LISyYyd dzy RSNBRUOFIYR GKFGO FTNRY

The diagrammatic view of the business model has been communicated to staff members
from junior level right through to senior management aneéié appears to be a shared

understanding of the business model as suggested bysthiement:
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G2S KI@S O02YYdzyAOFGSR GKIFdG G2 Eft 2dzNJ adl
draw you the exact same picture, everybody gets it and everybody is ornrghe ve

same page. Everybody understands we need to look after our foungattir@mwise

the house will fall down and we cannumtild the garage without the foundatiog we

YSSR G2 YIS &adz2NB GKS AYaARS Aa g2NJAy3 S

The visualisationfahe business model is perceived to serve as a focus or reference point
for the company as well as facilitating shared understanding. As such this benefits may be

drawn as follows

f/;—fgstichman house _ﬁ\‘
figure that | spoke
bout gives us a good
'ﬁ' =]
4 <@ Business model -\" Reference paint to always keap
visualisation Benefits: we point/facus that focus so if
are wery aware of our business model something comes our
and areas of innovation and we 4 way that changes on
communicate the vision where we She ﬂf‘FEFirIES we will
want to be very guickly to all ouwr staff ' I K I
from junior level right through to always ask ourselves
\_ senior level _.,-" O does it fit into our
Shared \i‘”"-'w J
understanding

Everybody understands we need

O el i like to ke
rELTRLrE 18 e S to look at the foundation

things simple and straight

We have communicated that to all e otherwise the house will fall

our staff and if you ask them the our big business model vision down and we cannot bullt the
guestion what is our business modal we drew up & house garage without the foundation
they will draw the exact same picture stichman fligure house with & and we need to make sure that
everybody is on the very same page little block with a raaf and L e U

i operations are working efficienthy

Figure4-5. Digital Marketing Companybenefits business model visualisation compiled tgsearcher

4.2.3.6Business model components summary

Based on these discussiand thegraphic illustration obusinessnodel components from
the Digital Marketing Company business moediat is evdent isthat the How muciQ
components of the business model were not mapped inuiseialsation of the business
model. Howeverthe company does not ignore the financial componeatshighlighted by

these statements
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& inust say that a big part of th is understanding your financials very very well even

if you are not a finance person surround yourself with people that are financially

orientated. | cannot tell you the value we get in the summary of our management

accounts where wean see where alluv revenue comes from what are the most

profitable areas of our business are. Where the services are that are not that

profitable. we understand that and everyone from the management team point of

view sings from the same hymn sheet and in others wordylewdy says the same

thing and understands the same thing and we can make decision on that and those

are called hard facts and those cold hard facts to me is a big part of innovating
f221Ay3 YR Ay@2t @Ay @2dz2N) 6dzaAySaa Y2RSt

4.2.4 Business model innovation apach

Digital Marketing has evolved the business model through its growth phase and in the next

phase the company aims &volwe from service based business to a product base business

that offers services around those products. In so doing the compangetaih focus on

what it is doing very well but innovate on the technology sidg/ S @2t gAy 3 GKS 02
busness model Digital Marketing could be said to have adopted a simple approach to

business model innovatigiaving evolved mainly one componentatime. The simplicity

of the approach to business model innovation may be deduced from the following

guotation,

G2S J2Ay3 G2 AYONBYSyldl t {WeddnstbNi®&enS 2y gKI

NE@2fdziA2y | NB 0dzi S9ORlé edmiufioBsifat we candzaké b S OK I y

AKFNLISY 2dz2NJ F20dzAa +FyR 2FFSNAy3Ia | 20 d¢
4.2.5 Business model innovation process

Digital Marketing Compangiaimsto have an organic approach to business model

innovation. This is reflected as follows by a participant

GLGQA @S NdureavbldInof hade astylictuyed process. We are not

interested in applying a structured proceg$appens organically by keeping our
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fingers on the pulse and seeing how the business is performing and how the
financials are doing and what the areasapfportunities are looking ahea Oxir
business modelling we do not have a structured approach we find that when there is

022 YdzOK adGNHZOUGdz2NE A0 AYyKAOAG&DE

In terms of ideation for generating innovediideas the company hosts ideation sessas

reflectedin this excerpt

G¢CKSNBE INB RAFTFSNBYyG F2Nuzra GKFG FNB O2y

innovation and from ideation point of view we u&ink Tankrlhursday an internal
ideation sessiongasicallywe look at our existing clients and Wowe do for them
and think of new ideas for our clients we have our own challenges and ask our staff

for help us to solve our challenges

4.2.6 Business model innovatiolessondearnt

Digital Marketing Company hésarntthree main lessons from business modwiovation,
namely the importance of focusing on getting basics right changing too oftepand the
prominence of understanding financialhese key lessornsarnt maybe shown using

Figure 4.6

Getting basics right waseenaskeyto business modehnovation while in embracing
change one must ensure that one gets the basics right ancesiade that the foundation in
terms of key product and services provide a solid base and managing change in a
responsible wayas a lot of companiewere said tofocus on excitement othe innovation
side but forget about doing the basics riglihese inferences are drawn from this quote

from the network diagram

{2 GKS K2dzAaS GKFId L &aLBR1S lFoz2dzi 2FFSNA
keep that focus so gomething comes our way that changes on of the offerings we
always ask ourselves does this fit into our haus&X be able to manage the change
responsibly tha® & big thing in a lot of companies that focus on the innovation side

and how exciting thatsiand it is really exciting and they forget about doing the

ol arda NAIKG LI NI €
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An additional lesson was thatkag partof managing change is not to change too often.

Managing that change is greatly supported by the visualised business model as it gives th
executives a good barometer when assessing new opportunities in termieather such

2L NI dzy AGASE FAOG Ay KSMoedverlblisyies<nodez SN £ £ 6
innovation was said teequire doingthe right things and focusing on addressing the

customergpains.

The company hacognisedhat its clients are high level people under pressuoésil
kinds and typically have had a very bad experience with previous supphesss often the

trigger point more than anything elssoit needs b build that trust with clients.

An additional learning on the value proposition and addressing the custo@ns is

maintaining a balance between what the company isgootigf R G KS Of ASy i Qa vy ¢
Understanding financials very well is perceived Iy €xecutives as a big part in business

model innovation and serving asasis tocreate room for a shared understandiagiong

the management team

L Ydad areée GKIFG I oA3 LINIG 2F GKA& A& dzy
if you are not a fiance person surround yourself with people that are financially

orientated. | cannot tell you the value we get in the summary of our management

accounts wherave cansee where all our revenue comes from what are the most

profitable areas of our businessedr W¢ understand that and everyone from the
management team point of view sings from the same hymn sheet and in other words
everybody says the same thing and understands the same thing and we can make

decisios on that and those are called hard facts ahdse cold hard facts to me is a

OAT LI NI 2F AYyy20F0Ay3 t221Ay3 YR Ay@2ft¢

4.3 ContextLarge ICTompany

4.3.1 History and business model overview

Large ICT Compamas identified as a viable case for examining business model innovation
as the company is an ICT services provider that operates in a businbasiness

environmentand is branded as having a unique business madalsoprovidesinnovative
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ICT solutions while regarding innovation as a differentiator in a successful isiimes
company provides mission critical systems to someid&f companies as well as public

and private companiesncluding companies in the mining sector.

The Large ICTompany has been in existence for 30 years and is a group of strategic

businesaunits each with own business model supporting the overall group strategy. The

services unit is the largest unit in terms of the contribution to overall revenue. Furthermore,

the services business model has evolved from delivering ICT sendoeaamgedservice to

hosted services and to the provision of cloud servibésreover, the company has business

models that are unique, as well as those that #he-tooQ Some of the business model

challenges faced by the company include intensive competition aadjims being eroded

from the service model by Indian companies and margins being erodedtfi@product

model by Chinese companiéthere is alsoiskfrom some partners becoming competitors

S tINBS L/¢ /2YLI yeéQa Oz heFguandzolowed by@d| 3 NB dzy
GFAft SR SEIFYAYlLGAZ2Y 2F GKS O2YLJ) yeBgesa KA &l 2 N

T« ©
w R

¢ Intensive competition and

Caze study B

LRIFLES T
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the service model by Indian c del not different from
companies and mangine being e e any other big
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W Chinese companies context :u:tmheﬂ
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Figure4-6:
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4.3.1.1History

Large ICCompanyQ ldistory dates back t4998 whernthe company started aa merger
between two companies that were providing ICT servitéss is reflected in the following

extract

G¢KS O2YLIl ye KFa 0SSy I NRugydisithasMéver n LI dz&
been loss making we always manage to make a ppofit’e are an ICT player and

our model is of dusinesdo-0 dza Ay S&da SYGSNIINRA &S L/ ¢ az2f dzi

Sinceestablishmenthe company has gone through additional acquisi@md merger and
the company is a group of companies with a series of strategts or divisions and has a
group strategy and business models for each,umith services comprising 60% of the

revenueas indicated in thistatement:

G h dzNJ 6 A 3 JiSaunsenkcas@ivisioh thaf brings in 60% of our revexue¢ K S

model is based annuity meaning | do not to resell stuff every month to make more

money. Annuity means | have a contract saskour electricity bilg they do not
comeandsellyoueleddiA & S@OSNE Y2y iGK odzi &2dz LI & S¢
annuity model. So we have contracts fiaree or five years we had some 10 years

O2y iGN} OGa odzi KSe y2 t2y3ISNI aArAdy wmn &SI N

In additoni KS 02 YLJ y& Qa o0 dzafdgliGanglICTydseuéservicgs hasS Ny a 2

evolvedover time as indicated in thiguotation:

owWe might have delivered0years ago we delivered outsourcing as a managed
service We then in the last year deliver them as hosted services and today we deliver
they & Of 2dzR aSNBAOSa b
4.3.1.2Business model similarity
Ly GSN¥a 2F O2YLI NRAy3I GKS O2YLIyeéeQa odzaAySaa

was highlighted that the company as a group has multiple business models
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L GKAY]l GKS 02 Y Lleydtpld BGusinesszinadelsi Soghe ob dud

business models are\the toddnodel[but] some of our business models are

6S K

innovativeg some of our business models are followrs L1 RSLISYRa gKI (0 32

you are playing in, it depends on what market you are p@gyand if you are &he
tooyou need to have a differentiator. In each of these categories whether it is

imitative, innovative okthe ta@ you need to add something to make it work. Just to

be athetod¥ KA OK ¢S KI @S R2yS Ay a2vY$S OFrasSa &2

The povision of outsourcing is perceived as a simple model that is not different from any
other big corporate offering outsourcing services. Howetles provision of services is

custometdriven, thus one meets the customer demand whereas in the customer setgnen

below large to medium enterprise one would find more imitation with some players leading

and the others following.

4.8 YR fFINHS tA18 L AKARIFBBSI 8B SNAINE ¥ S N

consume a standard offering necessarily and dependingtwat industry wdare]
working in when we outsource a mine is different from a manufacture, FMCG,

retailer.

In other segments below you would find more imitatigou tend to have players
that are leading the pack artiose that are following imitating, in pure outsourcing
AG Aa rftyvyzad tA1S GKIFIGQAa gKeé L FaiSR

e 2dz

at large civil engineering contracting companies this industry is very similar in a sense

it is outsourcing what the customer demands is how yaildlyour business. So you

R2y Qi AYAGFGS Fyez2yS S$tas e2dz 2dad YSSaG

technology supports that and more often than not the customer will come and say at

a given stage like five years ago wH&pLwas starting to become a bigayer for
Microsoft in the database market customers were coming to say | need to
O2yaz2ftARIFGS 2y | aAy3atsS RIFEGFol aSoé

In the provision of cloud services the company business model was perceived to be unique

due to the challenges that the competitors woudltte in imitating the business models

shown by this excerpt
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G¢CKS RAFTFAOdz G 2F AYAGlLOGAy3d GKS OdzNNBy i
talks to the technologies that we are currenityersed [for.] We are the sole agent
for those technologs in this country and in Africa so this makegyies usa

O2YLISGAGAGS I ROHYyGF3IS yR AlG Aad RATFTTFAOL @

4.3.1.3Business modellallenges

Likeother companies in the 1GSectorin South Africd.arge ICT Compafyausiness model
is faced with the challenge of havingdompete with companies such as Google that are
providing ICT services for free and making money on advertising. This challenge is illustrated

as follows

. SOlFdzaS gKIFi{i GKS 02y Tdzatya@uiavdtlingsiikesS L ¢ A YR
Amazon and Google now Google sells advertising to subsidizedGmiey are

making money on advertising so now we try to sell MicraSathangeto our clients

they get for Mahala from Google. Okay if you want to compete in thatesgyou

either become come an advertising company or maybe partner with them and exploit

them that is a challenge ¢

In addition the business model has a challenge of partnerstomerbecoming competitors

and going directly to the customers. As one of gagticipants noted

aThe vendors because if | look at what is happening in industry with cloud computing
and all these things over time #flesepartners we have witbecome our competitors
32Ay3 G2 2dzNJ OdzZAG2YSNBE RANBOGL & dé

Furthermore, business model mgans are being eroded with th€hina pricébn the
product model whildndianbased companies are eroding margins on the services model.

These views were expressed as follows

G{2 GKS IINBlI4d ¢6KSNB YINBHAyYya | N5 oit®Ay3I SNR
more than one reseller selling the same stuff so the margins just drop lower and

lower so one has to make a choice do you want to shift and become a distribution to

the market or get out of it or add the value so have added value on top of that and

take it to the market.
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So margins are being erodedn a lot of cases the Indians are eroding the margins in
the services model and the Chinese are eroding margths iproduct model so the
value add has to come over and above the products and senvels means

RATTSNB){G)\I- 67\2)/ Aa GKS | YééSNJCDé
4.3.2 Business model innovatiadrivers

The main drivers to business model innovation in the LateGompany relate to the
marketfactors, technological factors, regulatory and internal organisation factdrs.

market factors, technological advancement and organisational factors were perceived to be
intense drivers to business model innovation while the regulatory factors were seen as weak
to moderate drivers to business model innovatidiie business model innovatalrivers

are depicted irFigure 4.7and then discussed

Incremantal: i il o
Intense driver ) 4
from Intense
< and not being a
Technological driver v
advancement
Qnmpﬂhhl‘l: -
Intense
“China price”
Intense L

Market - : Regulatory
factors factors

o e o

PO © To
become a an
intense

change how
infarmation

15 | RIS O

o
Internal Factors

15 pesmal 15 D Of % ey o

Inspirational < Growth
leadership aspirations
Intense intense

Figure4-7: Large ICT Company business model innovation drivers compiled by researcher
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4 .3.2.1Market factors

Market factors that are driving businessodel innovation maye categorised into
cugomer needs and competitioThe factors that are related to competition include the
increasingcompetition from the new business models such as that of Google that are
offering services that are creating hypesmpetition and competition is an intense driver
for business model innovation in the large ICT compamye so becaussome partners in
the long run become competitoygoing directly to clients. Furthermore due to the nature
of multiple business models ¢ne are different competitors depending on the market
segment in which the company is serving. In addition it was highlighted that theraamg
agileemergingcompanies in the competitive landscag@mpetition in the Large ICT
Company islsorelated tothe €hina pric€bn the product model where the margins are
being eroded due to th&hina price effe€with the Indianbased firms eroding margins on
GKS aSNIAOSNRNa odzaAySaa Y2RSt o

The changing customer needs are an intense driver for business imodehtion, as the
customer as are now more informed. However the changes in customer needs are often
related to changes in technology. As such the business model innovation process is led by

changes in technology inventions and the customer use of thatrielogy.

G¢CKS OKIFIy3aAy3d O0dzali2YSNI ySSRa Aa RANBOGE &
FR2LJGa (SOKyz2fz23e 6S gAfft (GKSYy LINRPOARS (K
business model innovatian

In addition to changing customer needs there is the neeserve the urserved customers

driving business model innovation. In reaching this market the company uses a subsidiary as

describedn the quotation below.

GLY GSN¥a 2F dzyASNWSR Odzad2YSNR X F2NJ GKI
largely support biglients. If we want to support the masses we need a different

business model.

That business model which | have told them clearly is based on automation and self

service otherwise you need thousands of resources to support that market which is

124



not a sustanable model. So our focus for the new market is orsseifice ad
Fdzi2YFGA2Y ®¢

There is an interrelationship between the changing customer needs, technology and
competition as succinctigescribedoy one of the participants as an era of hyper

competition, hyperconnectivity and hypechoice asn this extract

GL Y Gl f lefmygfBypércon@pdition, lhypechoice and hyper

connectivity. Mobile phones are giving us this hygamnectivity, new business

Y2RSta (GKS D22 3f S QalardchRtingshpac@ripdtivod Hyp& NIDIA OS &
competition is giving us what | call hyperk 2 A OS ® ¢

4.3.2.2Technology factors

Technological advancement is considered an intense driver for business model innovation.
However, there are conflicting views as to whethasiboth incremental and disruptive
innovation or just incremental innovatiofthat is driving business model innovation. These

two extractsreflect the two divergent views

G5AaNXzLIGA2Y Ay | imhiyleRtdiastilikeiSEype destaytifed T 2 NI |-
telephone industry long distancecals C2 NJ SEI YL S Ay GKS FTAyl

currency a digital form of currency which is international that | can transfer to you

and it is yours and | do not go through a bank and | do not pay any fedss$as

implications for the International Monetary Fund because of cross border

transactions and its happening all over the world. 3D is going to disrupt

manufacturing like we have never seenitbefoie K S&@ LINAY ISR I KSI NI

Another techntogy with immense opportunities is Griffin that is going to replace

silicon, it is going to improve battery life, it going to give us more flexible screens and

AG FrydlradaOo F2N a2t N LIySta AdQa Y2NB S

GThe marketsthat we operate tend to béarge enterprise organisati@that do not
Fff2¢ GKIFEIG fSOSt 2F RAaANH2IIA2Y GKS&@ R2y Qi
allow a disruptive technology to start changjiypu know what | mearthe way that

they are realisedhto the environment is much slowethere is a place for them
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[but] a bank would never allow its security to be compromised for some cutting edge

technologyA &t R2Say Qi KI LILISY @

Based on these extraciscremental and radical technological advancement wegarded
as moderate to intense drivers to business model innovation with other participants
highlighting that disruptive technological innovation is a moderate driver to business model

innovation.

4.3.2.3Regulatoryfactors

In the current environment regulatorfiactors in terms of deregulation and intellectual
property management were regarded as a business model innovation driver that ranges
from a weak to a moderate as it wapsrcavedthat technological advancement is so quick

that legislation is not necessbrkeeping up.

G¢KS AYGSNBaldAy3d LI NI A aXthetasdechindloby{is'lso KI & 06 S
j dzA O1 GKFG fS3aAatradAz2y OFyy20G 1SSL) dzLJbé

Furthermore regulatory factors may act as inhibitors to business model innovation as was

the case in mobile bankinasin this quote

Gaz20AfS 2LISNFG2NR ¢ yiSR .Band@bank& Y20Af S
MTN wanted to drive it but legislation in South Africa prevented it that is why Mpesa

is successful in Kenya so legislation is a very important aspectiardeiarly part of

82dzNJ Y2RSE GKI G @2dz ySSR (2 dzy RSNEGI yRdE

Another keypiece oflegislation that is likely to drive business model innovation is the
The Protection of Private Informatiokct (POPIand isexpected to become an intense

driver as could beeenfrom the extract

GwS3dz FGA2y L GKAY] 0GKS NS IzPORM & Kl @8 Ra i KS
the Private and Personal InformatioAct | think; it is going to change the way that

South Africans treat information but what we have notagaised s that there are

many other countries that have a similar kind of act. Europe and America loamits

version as well so multinational companksnany ofthesecompanies that are

multinationals whereas before they thought they could centralis¢ itifarmation |
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think it will become increasingly difficult. It will change the way that our business
work. We will keep the information for the South African operations here for Nigerian
operations there for European operations there and how you aggregasea

Ydzf GAYFGA2yFEf 3ANRdAzZL) gAff KIGS Ada 26y

4.3.2.40rganisationaffactors

Internal organisational factors include the growth aspiratideadershipand staff. Despite
the company having been in existence for over 8arg and being known as a solid ICT
player, growth aspirations still playramportant partin business model innovation with the
company desiring to increase its share pritkis view was expressed by one of the

participantsas follows

G ¢ KS A ydsHaiehol#rs they' wanted to see useresrgise ourselves a bit. We

have been known for many years as a solid ICT player in the market and they wanted

G2 a8SS | oAl 2F aSEAySaa O2YAy3a (KNRdA

Furthermore, gravth aspirations were also linked to the desire to become more agile, as
while the company has been agile for many yetirere was feeling that the companyas

not as agile as some of the competitors.

An additional internal factor that drives businessaebinnovation is the financial cost and
revenue matrix where products and services viability will be used to determine whether an

adaptation or innovation of the business model is required.
a!'d GKS Y2YSyd Aa 3ISYSNI ff é&dewhhklapéhgingo &
on the costs pressures that are coming from our customers. We will determine

whether any revision, improvement or innovation to a service is determined by how

GAFO6ES A0 A&a Ay (SNya 2F GKz2asS 02ad Yl

Staff quality and leadershigreregarded as an intense driver for business model innovation

as it was highlighted in the quote below

G[ 221 @2dz Oy AYLX SYSyld GKS al YS[ampzi Ay
have completely different results. The magic happens wiilside thepeople and
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the belief and the inspirational leadership inside the business médeusiness

model and the structure do not give you suc¢pesple give you success. So as long

as your business model has the right people on the right seats and beingreckas

correctly and being fed in terms of incentivising you will have success. But anywhere

in your value chain where you have got a weak link it will have a domino effect all
FONRaad {2 AT AlG KFayQd 320 | RAoddl.y2 STTFTS
{2 A0 A& 2yS 2F (K2aS GKAy3Ia (GKIFG @2dz KI €

In addition the staff drives business model innovation in terms of the digital natives as

emphasised in thiextract:

GTo compete in the new age where thdare] new people entering our biness

which[are] not from the same generation and these people are digital era natives

and have different needs and they want to be mandgéferently. They want to be

treated different and so you look #tiesethings and you look at mobility that comes

AyiGz2 LXlLe yR ¢S KI@S 324 t2d0a 2F LINRRdAzOU

4.3.2.5Business model innovation drivefsummary

In summarythe large ICT Compaltwsiness model innovation driveirsclude the external
factors of market factors, technological advancement and regulatmtofs. They also
includeinternal factors relating to growth aspiratipataff quality and leadershipn
particular the market factors relating to both the changing customer needs, competition
and€hina pricéare intense. In a similar manner the orgsational factors in terms of
inspirational leadership, staff quality and growth aspirationsiatense Howeverwhile
incremental innovation is perceived as an intense driver there were conflicting views
between some units regardingh&ther or not disrupive technological advancement is a
driver for business model innovation. Furthermowdile regulatory factors involving IP

management were seen ageak the FOPIwas expected to become an intense driver.

4.3.3 Business modaelomponents

The Large ICCTompanyfrom a services point of view delivers outsourcedédivicedor the
businesgto-business consumer. Thig YLJ y@ Qa al YLIX S o0dzAAySaa Y2R!

illustrated inFigure 4.8&nd discussed.
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Figure4-8: Lage ICT Company business model components compiled by researcher

4.3.3.1Component what value proposition and differentiation

The value proposition Large ICdmpanyoffers to thetarget customers compses ICT
products and service3hese services are illustratas follows by one participards
products with the company selling vendor produatsd developing own products that are

rolled out to customers with a service component

OWhat is good about our Large ICT Company group we are not purely services
busines. Wwe sell vendor products and also develop our own prodbatsare
eventuallyrolled out to customers with a service componknt & i8 not simply
service 0 KS 3ANRdzL) KIFa Ylyeé O2YLRySyiaodé

SpecificallyLarge ICT Company outsources IT businesslémage corporate enterprises,

assuming the risk of the outsourced party and delivers services through the supply of
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people, equipment and processd4oweverin some cases equipment is owned by the
customer. As an illustratigm number of retailers are stilsing mainframes and Large ICT
Company outsourcethe work and russthe equipment on behalf of the customer. Examples

of services offered include video streaming and cloud computing.

In terms of value proposition differentiation Large ICT Company affestomised solutions
that are focused on good service delivery. For exanthkecloud computing services is run
with some of the best technologies in market for which the company is the sole provider in

Africa as a whole.

4.3.3.2ComponentHowQkey activities resources and partners

In examining théHowCromponent in terms of key activities, resources and partners in the
Large ICT Comparkey activities follow a very simple mod&hisis not different from any
other big corporatethe key activities entathaving account executives that look after
certain clientsgather the requirements and needs from the customeest business from
these customersand wait for request for proposals (Rfrand responding to such R#hd

securingthe businessThis viewis drawn from thisexcerpt

G2S NB Iy L/ ¢ LI I BuSnieddd-blsnes? dadiprié@I8TSt A &
solutions that we providéVe have got an engagement force of people in our

business that we call our account executives that would look afterinegtiants and
gather the requirements and needs from those custonigisy will then translate

that into the operating units into needs and we would then propose and put
commercial documents together to actualyso that we can win that business. Once

we have won the business the business gets executed and operated in the operating

27

units and that is the cycle. Thatis avery simplemddél Qa4 y 20 RAFFSNByY

20KSNJ 6A3T O2NLIR2NJ (GSodé

Once the compangecureghe businesst is executed and operated ithe operating units
and the cycle continuedVhile the key activities model is similar the distinguishing feature is

the efficiency of the services. This was noted as follows
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aySe OGA@GAGASEA Of 2dzR & S N@hwdeédn@rid cdmptiBg NB | £ f &
services that are scalablexible agile, like | said at this stage our key target market

is large enterprises and it is what is called private cloud scalable in the sense that

they are scalable within the bounds of that enterprise beyond thergnse. It is not

a consumer product so when you talk about scalable it is scalable to the size of the
enterprise that is buying it. Efficiency probably some of our services are at the highest

level of efficiency that we deliver to date and in terms of petitors we believe ours

obviously ha¥ | would say more of compelling in terms of its price offering at this

aidl 3sSo¢

Furthermore, in terms of key activities, effectiveness, efficiency and scalability in

comparison to those of the competitgrs was note:

Gazald RSFAYAOGSEeEe 6S INBE FTNRYy(d NHzyySNBR AY
the innovation levels that we have seen from people going the extra mile being part
of something special ahsomething significant ahexperiencing the customer

delighthas really got us out of the bdjxdzA 1S FI & SNIp¢
The key resources were described from as an example the cloud to be not easy to:imitate

G!ye azfdziAazy Oz2yairada 2F LIS2L) ST LINRPOSAaa
are very fortunate to have theesler minds and the people that drove it. And we

have got a very scalable cloud offering from a technology perspective and you know

what is nice about this is that those three worlds came together with our good

process methodologies of how we implement fsttibud services and our good
applicationsteam we were able to put up something together but we higopuse

Fff a2Nlia 2F NBaz2dz2NOSa Ay [FNBS L/ ¢ [/ 2YLN

¢KS O02YLIlyeQa SEGSNYIt LI NIy S N&thedadufe®MNiel vy A y i
technology that enables the delivery of the cloud services. Having revieavgdICT
[ 2YLI yeQa 1Se& | OGA@GAGA S asectidwBoks2atnddrdciall y R LI NI

aspects as illustrated by the costs, revenue and pricing.
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4.3.3.3Canponent How muchQcosts, revenue and pricing

TheHow muchKxomponent of the business model illustrates the costs and revénatare
closely related to the pricingn the LargelCTCompanyQ [Business model innovatiomasin

some cases reduced cost fible customer for examplethe delivery of live sport streaming
was offeredon a revenue sharing basis thatthe customersvere able to offer the service

to their customers at no additional costs.

The delivery of cloud services has also lowered théfooshe customers. In terms of the
revenues Large I@dompanyis perceived to be ahead of its competitors in some of the
areas in which it operatesut there is a constant battle to stay ahead. Furthermore there is
the opinion that thegN.2 dzied@riuegrowth isequalto or better than that of competitors

with the company increasing market share.

4.3.3.4Component¥hoQcustomers, channels and relationships
[ FNBS L/ ¢ /2YLIyeQa GIFNBSG YIFNJ SO ,soryfe@f dzRS &
which are mulinationals, parastils and government entities. These target customers do

not consume a standard offering attuis is often dependent on the industry in which the

customer is playing. This is illustrated by this excerpt

G[ FNBS L/ ¢ [/ 2YL3eryice meakedand to éhiérarise clieBts we

R2 Yy Qi , magoReih@vs some bftom below midmarket to small medium

market and consume#s LXrge enterprise does not consume a standard offering
necessarily and depending on what industry[are] working in when we outsource

I YAYS A& RAFFSNBYyUOG FNRY | YIydzZFl Ol dzNB=

In these marked, due to the nature of the customethe need for customised and
differentiated offeringsand the type of competitorananaging customer relationstsjis of

bearingasreflected in this quote

GLGQa y20 F Adz2LISNXYIFNJ SO GKIFIG Aa gKe GKS
O2YLISGAyYy3a o6Al0K iNKESonDRazeTdnPpaling withyhR giahts &
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you need to focus on relationships, you need to focuguatity service deliverX

customers might move for price but if they get bad service they will comeback

Becausdhe company targetsidmarket to large enterprise clientsarge ICT 2 YLJ y e Qa
business modakregardedasnot suitablefor their unserveccustomerssoin addressing

the masses a different company with a different business model is used. In this alternative
company the business model is based on automation anesselice asit is suggested that
there is a distinct difference between tleisinessesnodels that are applicable for the mid
market enterprise customers and the small medium micro consumers. Imith@arket
enterprise the relationship tends to be one to one amith the small, mediumandmicro
consumers the relationship is one teany. This relationship is linked to the pricing as

shown in thisextract:

L GKAYl AG Aa Ffaz2 AYLRZNIIYG F2NI YS GKIF G
market segment that you are working in. We tend to segment our market in

midmarket enterprise ctigmers and then small medium, micro and consumers.

Down there we find that the relationship is one to many whereas in midmarket and

up the relationship tends to be one to one. Tlgewr pricing and business model

around one to many and onetoone arecofiil St @ RAFFSNByY i d¢

4.3.3.5Business modecommunication and visualisation

¢CKS o0dzaAySaa Y2RSt O2YLRySyda Asbthatthel NI S G KS
model may be communicated and analysBdsiness model components are associated

with how the business natel is visualised and communicated. Large ICT Company is a group

of companies with multiple business units and business models and various approaches are

used to illustrate the business models in the various units. The business model was depicted

either usng the business modeknvasor the value chain.

G¢2 IANF LIKAOITf & NBLINE ass théibusin&sS manlelzZaivgsS & 4 Y 2

and we also look at the competitoxg

The key reason for using the business model was ascrib @ dzi A y' S & aurelainl y Qa T |

this quotation
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d think whenone]takes a step back and log#t the use of business plans globally
what is the success rat@hebusiness plans are always oveflated and inflated; it
is never accuratét is a lot of emotion dot of times it@ inspiration sometimedt is

good to do thathowever iffyou] look at the success of business pla@sabout 5%

In addition to the business model canvas the other units use the value chain as per this

excerpt

G2 Aff dzaS SK {sBrivtingdil accessing trarSndudtiy Iwa Igok use
Porter's five forces and Ocsy i structures. In describing how the model has been
influenced in terms of the people we have previously used what we call the SIM
model which is a representation of the way e the business and@more of & |
g2dzf Ry Qi &l & A U [ofiho thedbusindgsSworkinitQ i€ Imgre dba
graphic representation that shathe order of precedence of the different
O2YLRyYySyia 2F 2dzNJ 6dzaAy Saaddé

The company was said to iike value from visualising the business model as indicated in

this quotation

Gaz2RStffAYy3 L GKAY]l A& AYLERNIFIyG L KAyl LINROSaa
as without the modelling you do not get to trial run something you are gtirtp. Models do not

always represent the way things are implemented but it gives you an indication of what you can
expect the model to produce In addition visualising the business model was observed to
assist in simplification as the response proded by one of the participants regarding the

value of visualising the business model.

G2Stf AG IABSa S | @radzZ tAralrdirzy 27
YIE@AILGS G dAYSa I OSNEB O2YLX AOF GSR 0dzaA

Furthermore the business model wasiglato beof value when communicating with
potential new partnersas the businessiodel enables one tmap the partnership
relationshipto showthe value thatpartnership brings to théargelCTCompanyas well as

the value the new partner will be receignThis may be inferred from this quote
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G2 S KI @dd of Bdai companies in fact | spetakabout 20 Indians companies
andtheseare new companies that want to do business in South Aftiwé | know
what their motive is. But {fyou] start using tle canvasnodel you quicklyealise they

actually want to take our business away

4.3.3.6Business modecomponents summary

In summarythe value proposition for Large I@lompanyin terms of theWhatomponent
isthe provision of atsourcedbusinesgo-businesenterprise ICEolutions assuming the
risk of the outsourced partysellingvendor products and developirayvn products that are
emerging inventionssubsequently rolled to customers with a service componé&iie
companyprovides differentiated servicentoughcustomisation and use of technologiek
whichLarge ICCompanyis the ®le licensedprovider in AfricaRegarding théHowQ
component the key resources includechnologies angbeople resourceghat come
together through good process methodologienderlying the key activitiesvith external
partners technologies providing intrinsic value relation to thetHow mucizomponentthe
revenue model has been predominantlgrauity revenuewith the company also
experimenting with evenue shareMoreove, from a cost perspectivdor example the
provision of cloud services enables the company to lowersingerms of efficiencies
gained through automation of service® terms of thehoromponentthe target
customers includehe South African Govement, Parasttls, listed JSE companies and

multinationals with customers in West Africa and East Afrwih aone-to-one customer

relationship approacht KS 02 YLJ y & Qa LJ2 (i Gyipodentd araltustzatedy S & a

in the nextsection.

4.3.4 Business mael innovation approach

Large ICT Company appears to be undertaking various approaches to business model
innovation such as revision, extension, termination and adaption. Howthercomplexity
of business model innovation initiatives appears to vary agihe various units that were

examined
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For exampleone unit uses subsidiary companies to conduct innovative business model
innovation experiments thaseek to disrupt the existing business modeith the
experimentsare laterre-absorbed.

G2 S K lo@ganylcalled ABClutions as a subsidiary of Large ICT Company working on
measuring energy efficienéyas asmall innovativeexperiments that we are doing that we will
eventually bring ia Analternate view fromanother participant was that the otheunit
mentioned,despite being an IT compargnly adapt existing business models rather than

innovate the business model

GL KFEGS G2 areée GKAA a Fy L¢ 2NBIFIYAAlLGAZY
models so we are not a company that innowbeisiness models pge. We will

dziAfAasS 2GKSNJ GNASR FyR (SaidSR FOFRSYAO Y
AYY201 0SS 2dzNJ 26y @€

There is also an example of business model revision where the approach to revitalise the
whole business in terms of séces deliveryntroducing new dimensions to the existing
engagement modathanging from a vendor vertical approach to cross industry and cross

customerapproach. This is highlightdure:

OWe are entering a new business model now from 2015 financial yearaby we

will introduce another dimension to our engagemeafve have got avendorvertical

now as wel] so we will have the likes of big players like the Oracles, IBM looking

across business units and across customers to drive a certain technology theme

whereas Large ICT Company we call them our customer advocacy they will drive

certain business discussions all the way through the operating units and the

2LISNF GAy3 dzyAlG A& NBaLRyarofS (42 SESOdziS

This business model innovation initiative seshvto build bridges between the different
organisational siloand broadn accountability at all levels in terms défining thebusiness
model success metric¥he business model innovation project that was aimed at revitalising
the whole business anid make itbecome more agileand while the project has start and
end datesthe approach to business model innovation is going to be continudnsther

approach that wasidopted is the adaptation of the business model. Theeee also cases
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where on termination of an existing business model the key issue was determining when to

replace the old business model.

4.3.5 Business modehnovation process

The process followed when innovating an existing business model in LarGenh@anyis
structuredin someunits, while in othersit is organic. One participant highlightéaat in the
companybusiness model innovation is more orgatiat rather there is a product
development process that that is generally driven by the financial ma#pending on the
costs pressurethat are coming from the customers. This was indicatetbhsws byone

participant

G2S ASYSNIffte R2 y2i.Inkdvalichis &bt marg/ofgaril G A2y L
process in our organisatioAlthoughwe have a product development management
processvhich at the moment is generally driven by financial matrix which decide

what depending on the costs pressures that are coming froncugtomers. Waevill

determine whether any revision, improvement or innovation to a service is

determined by how viable iis in terms of those cost matrix. So do we have structured

innovationY 2 NB LINB RdzOU0 RS@St2LIYSyid NIYGKSNI GKIYy

Alternatively a structured approach is undertaken with training on the business model
innovation process as one of the main topics@®d in thetwo-day executive business
model design workshops. The process structured approachsseeidopt a design thinking
approach that is interdisciplinary and user centred, whirporating cecreation,

creativity, exploration and strategic filn thisbusiness model innovation process a number
of steps are identified and these steps map on to most of the ststified inthe 41-2M

business model innovation process.

The first stepamobilisation stepis setting up a multidisciplinary teaanThe team setip

step is followed by framing the problem stepwhich entails understanding the business

environment and these stepwould map to the initiation phaseThisfocuses on

dzy RSNE Gl YRAY 3 YR ylfeaiay3a (KikedyMddroy & Qa Od
examplel Yy AYAOGAlIGA2Y LIKFaAS Ay 2yS 2F (KS O2YLI Yy

consistedof a factfinding exercise in termsf seeingwhat was built over the years and
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identifyingredundancies and waste in the business proess3hdact-finding was

supportedby 300 influential interviews to hear whatasworking and whatvasnot, thus

resulting in redefining key objectives

The framing problem step is followed by the ideate stage which maps tolé&ationstage

in 4k2M processin terms of the ideation stepshe company has an innovation idea

generating portal that was in some case perceived not to be successful in the Large ICT
Company The ideate step in the Large ICT Compamgist of three key actions of ideating
by suspending reality, prototyping by bringing back reality and choosing the most suitable
design froma cloud of possible business modtat are the prototypes with the different

degrees of the required change and implementation time.

' Degree of |
| Change :

|
| Business I |

0

" | Business Model

Prototype

Business Model

Prototype

Business Model

Prototype

Business Model

Business Model

Innovation Cloud
Prototype

Current Business
Model at t0

Figure4-9: Business model clouthformation supplied by participant
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Once a suitable design has been selected the integrate step is conducted which involves the
customers, suppliers and shareholdefgeintegrationstage bllows the implementation

step. At implementation the company adopts tBege Gate model that is illustrated in
Fgure4.10 TheStage Ga model has the decision points at the end of its stage

elements of theStage G model include assessing thpmortunity and building the

business caseaswell as developing and testing the solution, commercialisation and launch

and learn

Gateways to Growth: Our Stage Gate Model

ASSESS THE

LAUNCH DaTE
(STARUSHED

START SELL
AND SHiP DATE
APPROVAL

Gates represents a Decision Making Moment

Figure4-10: Stage gate modelBonadonna and Pennington, 2014

TheStage @te supported implementation step is followed by the management
improvement stepwhich entails evaluating the newly implemented business model

drawing some lessons and redesiggas requied. In concluding the examination of the
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business model innovation process in the large@GmpanyHgure4.11lillustrates the

process and how the process maps to th&® business model as discussed.

Monitoring: Evaluate, learn
and redesign

both the implementation and performance of the busi-
ness model as well as the business model innovation

drivers and send triggers for the next cycle \

Draw implementation plan :
Sketch out projects and
workload

Choose Measures : \
Outline key indicators to

follow

Make responsible :
Select the right team

and people

Manage implementation
and change:

Execute plan

Use stage gate model

most challenging step and
typically involves huge

Set up team : identify
interdisciplinary stake
holders

create awareness om the need for
business model innovation, bringing
people from different parts of the
company

Frame problem : Understand
business environment

understanding and analysing the
company’s current business model
and the ecosystem

Ideate : Suspend reality
Prototype : Bring back reality
Decide : Choose suitable
design

ideas are generated for rede-

signing the business model to

see beyond the status quo and
explore multiple ideas

integrating and aligning the new business

Customers, Suppliers
and Shareholders

models tothose of both old and new part-
ners uncover dependencies and incompati-
bilities in the business model.

investments as such pilots, trail and
error, and experimentation.

Figure4-11: Business model innovation procesarge ICTCompany(compiled by researchgr

4.3.6 Business model innovation lessdrarnt

Anumber of lessons maye drawn from business model innovation in the Large ICT

Company. These lessoinsolvethe importane of balancing the business model innovation

approach between a disruptive and follower approgitte importance of measuring

business model performance, technology acumen and incubating techndibgi@sibution

to business model innovation succetige importance of business model communication to

the various stakeholdersind making a distinction between the business model aroomet

to-many andone-to-one.
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Balancing the business model innovation approach was perceivedvatuetowards the
effectiveness of the business model innovation approach as that would require the need to

be disruptive at timeswhile a follower approach would be most effective in some cases.

G!'d GAYSa @&2dz ySSR (2 0SS RA&ANHZAIIAGS Iy |
around and see what happens first and | think the skill lies in when to do the

LA2YSSNAY3 ¢62N] YR 6KSYy (2 R2 GKS | R2LIA

Balance between the disruptive and the follower approach were perceived as tricky as

shown in this extract

GCKFEGIQa PERBAVEAOLE A& LI ad SELISNASYyOSs 13
where you can do some research that also cements your decisions. There are some

good researchers in the market and good surveys that you can go and run before you

make a substantial decisioBut ultimately if you want to be a front runner there is a

level of risk and some assumptions that you must make. And you must just protect
GK2a$S laaddzyLliazya GKFEG GKSe@ R2 y2G 0GddaNYy A

Measuring the business model is a key towards effective mpament of business model
innovation uchmeasurement enables defining and achieving business model success with
incentivising employees for innovation as an important factor in achieving business model

innovation success. This point is articulated inéx&act below

G¢KS a0NHzZOGdzNE Aa y2¢ o0SAy3a t221SR G FTNR
now be looking at so if we are going to do tliew are we going to define success

for this level or for that lev@ISo it is about people's behaviour if yoalhg want to

get innovation catalysed and going you have to have the right mechanisms for

measuring successes, rewardinglamcentivising people to certain things because

people are behavioural, people are measurendrivten behaviour and if you get

thatNA I K @e2dz adF NI 3ISGGAY3a GKS NRAIKOG f SOSt

¢CKS 1Seé fSaazya FTNRY (KS O2YLIl yeQa odzaAiySaa
be one of those that are leading was said toldseking at what is happening in the industry

and havinghe technologcal acumen to understand what technology is coming,ovhat
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technologies have proven themselvasd what canreliably be used in certainsituations.
Technologicahcumen needs to beompkementedby investing in incubating new ideas and

innovations as opp®ed to waiting for new technologies tanerge

Business model communication among the various stakeholders was perceived as an

important element in the effective management of business model innovation. Such
communication was said to be key in buyingp and in contributing to business model

innovation succesg.he communication needs to hageme key message and all those key
messages shoulcbnverge orthe same themeso that all stakeholderduyin. This

communication relates to both internal and extet stakeholdersas by implementing a

ySs odzaiySaa Y2RSt 2yS ySSRa (2 O2yaAiARSNI (GKS
GKSANI Sy3l3SySyid ¢AGK (GKS yS¢g odzaiySaa Y2RSft
minds and hearts to buy in to the new busisesodel. If the company has investors or

shareholders they need to btig to the new business model in terms of yielding a certain

level of results.

One of the business model innovatiteaturesthat may bedrawn from the discussions with
participants fran the Large ICT Company is the distinction that one needs to make between
the business models arourahe-to-many and those for customised products and services as
the two are distinctly different from a pricing perspective Large ICCompanyoperates

in the large to midmarket companiesd suchlargeand medium enterprisedo not

consume a standard offerin@ut IT companies that service small medium and consumers
tend to create products that are standardised, have pricing schedules with the relagoonshi
beingone-to-many and the products are consumed in a completely different fn@y the

larger enterprises where theelationship tends to bene-to-one. The pricing and business

model aroundone-to-many andone-to-one are completely different.

4.4 ContextSmall ICTCompany

4.4.1 History and business model evolvement

Small ICT Company provides consulting servielegraing and software systems to large

enterprises and was identified asiable case in the research as it uses the business model
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canvas to suppaércustomersto document business models atalidentify BB-BBEE
opportunities. Tley usethe business modedanvago help customers to understand the
BBEE impact on their business mod&s such the company presents an opportunity for the
researcher to exmine how the company innovates the business model to compete
effectively, as well as how the company supports customers to manage business model

innovation to achieve BBBEEompliance.

Small ICT compardates back to 1998 as a provider of employmenigy trainingand

evolved toprovideboth training and ICT tools for monitorin@3BBEEompliancethe

training has been evolved to facilitation arouathploymentequity and B-BBERIsing
AYyy2@FiAzy 3JLYSad ¢KS 02 YLI y dg@iferehtaaadirgnd a &
those of competitors in terms of providing customised services as opposed to theeoff
shelf products provided by competitors. Howeyitre business model faced challenges such
as he need to move from selling training facilitatitmtools to become more sustainahle
andthe limited impact of using exhibitions and print media for marketifigeSmall ICT

Q Y LJ ¢antdisdemonstrated in therigure 4.12
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Case study C business model is
- Small ICT perceived to be
oo Company model differentiated as
selling training - - the compatitors
P —— innovation context offer off the shelve
tools o become standardised
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Business model Company Business
< - - similarity
Lirnited impact
of using ﬂb-ducu and )
exhikitions and e
print media for
Farketing differentiate
d through
the provision
company business > of
Carnpany Started in madel evolved from
199& primarily focusing proving training on Training has been ::.:::-nl imi:ul
on employment squity employment equity and revamped an anchored : ne
helping oom panies doing BEEE training and around innovation
mﬂw El'mlﬂ'fﬂ'lﬂﬁl huildi“ ICT tools around EBMEs
ety el s BBEE

Figure4-12: Small ICT @npany History and business model context compiled by researcher

4.4.1.1History

Small ICCompanywas startedn 1998 focusing on employment equity helping companies

develop employment equity planés reflected in this quote

GLY wmddhy Al & We didalbt 6fiwdtk réséarch o afzis Ratly key
research areas was on affirmative actidn\We focused on employment equity for a
long time because it was a new area at that time and our strategy was to grow our
business by helping companies developleyment equity plans by training

employment equity managers, training employment equity commitéees

In addition to providing support for developing employment equity plahe company@
business model evolvedom trainingon employment equity and BBEEEtraining and
building ICT tools aroundBEBBBEEo supportbenchmarkingThis was indicated as follewv

by a participant
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a >and we are also very good with systems so we built stuff, so we built a tool to

monitor compliance with the employment equity sitat 6 S OF t € 5 A GSNERA G @

Moreover the business modéks evolvedwith the trainingbeingrevampedwith tools that

areanchored around innovation gameshis was noted as follows

G2S | NB (NEAY 3 nowzso iddeEv&done 2 idf rang liké a
facilitation, like staff and so orbut we want the business to be more sustainable so if
you got tools you are selling IP, selling time is not sustainable approach to business
Y2RSt Ayy20l GA2y &2 @&2dz Ydzad aStf Lt ®¢

4.4.1.2Businessmodel similarity

In terms of business model similarity between Small ICT Comgadhiynose of competitors

the business model is perceived to differentiate as it was highlighted that

G. dzaAySaa Yz2Rdétofthehuysdd thalIheéishelf kind of stuff so we

are more on customised solutions for clients so we will develop the stuff for whatever
but we will actually package a solution based on the need so the needs of the client
drive everything. So in the market most of the consultants have got a much

standardisedi 2 f dzG A2y ad 42 ¢S R2y Qi LXle& Ay GKIFO

4.4.1.3Business model challenges

Despite the Small ICT Company business model being differentiated from competitors, the
business model iacing some challengesuch agrying to move from a purely services
businessnodel toa business model that provides products and services so as to become
more sustainablgin terms ofselling IRatherthan selling hours. In additiothere is need

to improve customer engagement with approaches that would havenpact. These

bugness model challenges and the business model innovation drivers will have a bearing on
the company business model innovation approafite next sections will review the factors

that are driving business model innovation for the Small ICT Company.
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4.4.2 Business model innovatiodrivers

The Small ICT Company is faced with a number of business model innovation drivers that
include technology, market factors in terms of competition and changing customer needs as
well as regulation and internal factors, with teaiagy as an intense driver to business

model innovationThese business model innovation drivers are presentédgare 4.13and

then dscussed

15 T gl
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Figure4-13: Small ICT Company business model innovatioivelrs compiled by researcher

4.4.2.1Market drivers

The market factors both in terms of changing customer needs and competition are regarded
as being a moderate driver for business model innovation. The moderate impact of changing
customer needs ibecausemost d the products and the regulation only change evieyr

years This is noted in ik quote:
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{2 GKS OKIFIy3IAy3d Odzadi2YSNI ySSRa Aa | ol aa
regulated so the clien@equirements are changed by when the regulator says you

shall do this. So we will design around tHait to actually make sure that the

customer needs are addressed we will try to run seminars and listen to ;dirextts

way like | was saying that thing of partnering and so on we are trying to move more

in that direction to actually understand what is actually happening on the ground so

GKFd ¢S OFy | Otdzrtfte dzyRSNARAGFYR GK2asS OKI

Competition was seen as a moderate drivas one of the participants indicated that while
the competition is increasingitih new playes coming iro the market spacgothers were

leaving andthe company was servirgniche market,

G,2dz 1y2s &SIK L GKAYyl AG A& AYyONBlFaiay3a i
that are comingSo on the competition is very good we areusing on our niche so

the clients must choose but we are not ignoring the competitidmare always

watching what are they doing and whatewx checkingwe doing that but we focus

2y 6KIFIG 6S NS @OSNE 3I22R | (0 0¢
4.4.2.2Technology drivers

In examining technolgy as a driver for business model innovation tbenpany examines

the impactof technologyon the business as well as from the customer. In terms of the
business impact the following extragivesperspectives of the compg andits impact on

the customer Incremental technological advancement was seen as a key driver for business

model innovaton as revealedhere:

a { f®dm ourcompanyperspectiveespecially softwarave have identified matured
technologies are very stabléd 2 ¢ 2 Yy, $ive dewldpiaund[them] so the client
does not have to pay for more licence fd@ause there are certain new solutions
so we are focusing on thagbat is around softwargso[we usejvery matured
technologiesX to develop our solution®ut on the side of our buness to run it
efficiently we are always definitely watchirthat is why we are followers of such

things as cloud so that we can run our business more efficiérittym a product
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development aspect the incremental technological advancement is what is

influencing business model innovatién

From a customer perspective the company looks at the drivers that are likely to impact
customersand disruptive innovation is seen as the key drir example the participants

said

oFrompoint of view of our clignlike say if | hadxclusiveBooksin my books | would
start worrying because everybody is going onli Ifl got a client in my books and |

see that this client is going to go busteed to sound an early warnisg

puj
(0p))

In particular the key technologita RNA @S NJ F2NJ 6dzaAySaa Y2

was seen as social networ&s presenteds follows

T

GC2NJ dz& (GKS 1S@ RNAOGSNI gl a GSOKyz2fz238 |y

look at our business model our channels were primarilyseel to do a lot of
exhibitions marketing channels where we wouldhdoa lot of ehibitionsand we
came to a realisation that the exhibitions were not impactfido we started doing a
lot of work around social media focused around particular segmerdst& showing
some positive results in terms of acquiring new customers as well as maintaining
relationships with the custome®o social medis showing to be an enabler for

targeted marketing and a serious growth arfor the company

4.4.2.3Regulatory driers

Regulation is one of themoderatedriversaschange in regulation is usually aftere years

according tahis extract

GwS3dz | G A Anewadtch dhi@idripurdition the economic impact on our
products like now th&B-BBEEodes were changddst years we have to develop

new tools by the way there are errors in those codes and DTI is fixing those and so on.
So regulation definitely affects our products as our products still have to be relevant

for exampleif they change the measurement bagiou have to change your
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calculations. Usually they change after eviegrg years so you know when it is
O2YAy3a (kKSe DIFITSGGS a2YSGKAYy3 6ST2NBKI YR
{2 @2dz O2dzA R aleée AdQa | Y2RSH®MEGS RNAOGSNI ¥

Regulation relating to IP it necessarilperceivedasdriving business model innovation in
the company at the moment but may be a factor in the future as highlighted by this

comment:

EL GKAY1l S OFly R2 YdzOK 0S0istolke\Igspac&k | & 6 S
so we have done and we have got a lawyer one of the top legal firms in the country

to register our IP, trademarks etc. We have been doing it for a number of years but it

can be improved upon in terms of progdsscause some afesethings expire

ThereAd | ySSR G2 YIyl3aS (KSasS (GKAy3a LINRBLIS

Another regulatory factor that is expected to beigfpactin the future and become an

intense driver for business model innovation is corporate governance as illustrated:below

G L UK Atgfeltrensl & Sduttiz&frica and worldwide is arogmyernance; you
knowwe are watching that space with intere#syou saw the nevompaniesAct
the requirements for social and ethics committémssome listed companies have
mandateda set of requiremats so now the social and ethics committees of the
boardhave got a certain responsibilities arouBlBBEEEmployment Equity, around
safety, around allhesethings so all of those things have got reporting
requirementsmeaning there are opportunitiesif us to develop new products to

deal with those compliance issues.

These changes have a reporting requirementthere will be opportunities for the Small ICT

Company to develop products to support the companies with compliance issues.

4.4.2.40rganisational divers

Theinternalfactors have been key in driving business model innovation in the small ICT
CompanyA Y LI NI A Odzf  NJ 6§KS O2YLI yeQa AINRGUGK | &aLIAN

growth aspirations are influencing business model innovatioerms ofstaff quality the
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company has divergent skills sets that are seecomspkementaryand providing synergy.
Furthermore thefinancialand industrial engineering backgrounds are very strong in
modelling and dealing with complex probleiso theskills are vil in the market the

company play# as they enable the company to make complex things look simple

4.4.2.5Business model innovation drivers summary

In summarythe factors drivng the business model innovation in ttfg@mall ICT Company
include bothtechnologichadvancementind internalforcesas intense drivers to business
model innovation However both market factors and regulatory factoeseregarded as
moderate.Regulatory factors pertaining to IP management are expected to become an

intense driver in thduture.

4.4.3 Business modalomponents

The Small ICT Company delivers dodiming andICT solutionsThec2 Y LJI ¥xarfypde

business model components are shoimrFigure 4.14
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Figure4-14: Small ICT Comparhyistory and business model context

4.4.3.1Component¥hatQvalue proposition and differentiation

The main anchor product for the company is a software solution that monitors compliance

to the Employment Equity Acln addition the company provides serviceshelp

companies develop employment equity plans by training employment equity managers and
employment equity committees. In the provision of training as opposed to a classroom style
training, innovation games are used. These haeenshown to provide extement for the

LI NOAOALI yiGa a ¢Sttt a F KAIKSNI £t S@St 2F Sy
products is that the products and services are customiggile most of the competitors

provided offthe-shelf packaged solutions.
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4.4.3.2Component how ley activities, resources and external partners

¢ KS O2 YL} yeé Qihe tlaifigg toblOand s¢gsiendreSobserved to be improving
in making them more scalable. For example taoisbeing developed for one mining
company that will now be used byl he other mining companies in the country. The
O2YLJ yeQa SEGSNY I the gdvé&imentitiepsiitnfest MET radeard indatS
and that of Labour as these are the enforcer@®BBEERNd EEso the company needs to
observeacross the developmererspective to understand what is happening in these
government departments in order for the company to be of service to the customers. In
addition, the company associates witBBEEEonsultant agencies. In terms of enhancing
the cost efficiencies of theompany solutions and flexibility Microsoft is one of the key

partners that provides the cloud platform for the company.

4.4.3.3Canponents'How muchQcosts, revenue and pricing

In examining business model componentcast&« S { Y I f f L/ Sarebatitobd y & Q& C
variable cost driven aswas indicated thathe business is human capitasedand the

LJS 2 LIt S&eithedniin viarialdle cosiscluding equipment, technology costs, computers

and cell phones. As such the company has high intellectual capgtd In reviewing the

pricing structure it was noted thahe products are customisdd OO2 NRAyYy 3 (2 Of A Sy

whichdetermine the pricingThere is no standard price.

4.4.3.4Components¥hoQcustomers, channels and relationships

The customer pains thatra addressed by the company are around EERBBEERNd the

target customers are big corporateand within these corporates the company offers

different value propositions for the different segmeni$hesencludeproduct design that is

targeted to line managers and subject matter experts at EXCOS and at the corporate level.

The big corporates that are targeted are those companies that have strong reasons for
compliance. Forexampl@ N2 Y | Odzad2YSNRa LISNELISOGABS | O
necessaity have a strong business cdse B-BBEEas normally when the customer buys a

loaf of bread they will not necessarily ask for B8BEEertificate, in comparison to a

company whose customers are government. The Small IETY LJI gistothérs are spread

in diverse industries, including mining, construction, financial services, pharmaceutical,
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transport, ICT and petroleun@nline channels are the main methods used to acquire

customers and maintain relationships with the customers.

4.4.3.5Business model innovatio visualisation anccommunication

Ly GKS {Ylftf L/¢ O2YLIye GKSNB asSSvya G2 oS |
models with the business modehnvadeing used to communicate the business modsl

one of the executives has attended a course oribess models that was offered by the

designer of the business model canyakxOsterwalder The company uses theine

business model components to visualise the business model. Furthermore the business
modelcanvads used as a tool by the company tgport customers to identiB-BBEEnNnd

EE opportunities as indicated the extract

dlt is very easy way of communicating we using it for ourselves and we are using it

for our clients. So when we #d=projects orB-BBEEprojects we get the company to

understand its business first. So we usually populate the canvas you know then we

bring the EEEontextto itortheBBBEED 2 Yy 1 SEG (G2 AGQ& ol aA Ot f &
we do for promulgating foB-BBEEWe want the executives to understand basically

what the business case for doiBgBBEENnd EE.To understand the business case you

need to understand your business model that is what we do we integrate the canvass
Ayihd2 2dz2NJ LINP2SO0 & dé

4.4.3.6Business modecomponents summary

In summary Small ICT Comp@&ngalue promsition entails Employment Equity training and

ICT tools products and services to support monitoriBeBBEEompliance and other

regulatory aspects such as monitoring regulatory charter compliance. These products and
services are differentiated through stomisation. In additionin terms of theWdw yroup

the company key resources centre on financial and industrial engineering backgrounds,

analytical skills and strong modelling skills. These resources are used to deliver the

O2YLI ye Qa @I fuppSrted biExieidad jaiinare tiat irclude the customehs

Department of Trade and Industrine Association oBBBEE 2 y a dzf G yi Qa | 3Sy OA
software vendors and key activities aran training facilitation and tool development. The

target customersre big corporates with B-BBEbusiness need with a collaborative
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relationship maintained with the customers. Moreoyar terms of theWdv muchgroup a

customised pricing approach used

4.4.4 Business model innovaticapproach

{YIFLff L/ ¢ ¢ack todbugiressinodellidhdvation mag regarded as complex as

it involved redesigning more than one component of the business model. The main
innovationin the business model has been around the chantf@igugh whichthe value
proposition is delivere@nd around the key resourcess the cost®f intellectual capital

were quite high and not highly scalab®e company has renovated the business model
around the value proposition towards IP developmbgidoing research and development

and developingnnovative games products for training and softwaselutions.In addition

to innovating on the value proposition the comparing is innovating on the delivery channels

as highlighted in this quote

G, 2dz (y28 AT e2dz f221 I ( er?puharipXdichdo (I6ta3a Y2 R
of exhibitiongmarketing channels where we would do IPM exhibitions. We would do

print media. We would do all the stuff and so eventually we would realise that those

things were not impactful so now we are inkedn so when emeone starts

phoning us we tell them we have a platformon Linked d 2 (0 KI 4§ Q& K24 S
with our market. So basically in terms of reinventing our business model it has been
primarily around channels and customer relationstdpbat is basically thestwo

parts have changed quite a lot in that you know we connect to generate sales via

Linkedy” & €

In terms of reinventing the business model the redesign has been around the channels and
customer relationships and these two components are seen as havargyell quite a lot

with the company connecting and generating sales through social networks.

The business model innovation was seen as bearing fruit both from the use of social media
to acquire and maintain customers as well as the use of innovation garhesnnovation
games were seen as having revamped the training offermggking the learning more

exciting and engaging and resulting in people learning more. In addition the company has
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grown and is operating from three major ICT hubs in South Afribeaxcore staff

complement of 10 employees.

4.4.5 Business modalanvasB-BBEBpportunities

Small ICT Company &tbe business model canvas to enable their customers to document
and visualise their business models and identify the different typ&RBERpressure.The
company executives need to understand the business caseBBEERNd EEand to
comprehend the business case one would need to understand the business.mbdg)|

the Small ICT Company integrates the business nuaielasn their EE an®-BBEE

projects. This aspect is illustrated in this guote

G2S gSNB R2Ay3 | [adtlBsRazOfithisiwe alzyg shéwe@tie ( KA &
business modedanvasto help people understand tH@ BBEEMpact on their
businessnodel.So they must be able to piout where there is &BBERmMpact

and it is very easy to d¥ou know you will find like at the demand side of the
business model and the supply side and in the middle is your value proposition. So
have you goB-BBERpressure on the demand side or isotthose ones on the
customer side are pushing us to meet the scale so the business case is velclear
do not do that | am losing customers hence | am loginghe]revenue side. So for

the other ones th&BBEEase is around key resources as ofithe key resources is

a mining licence so you may find that tB&8BEbusiness case is your licence to
operate your businesstherwise you will not have a business model to bring so they
need to have a business conversation aroBfBBEHot an imprenptu conversation

onNg KI G Aa GKS AYLI OO 2y @&2dzNJ 6dzaAySaa Y2R

4.4.6 Business model innovatiqurocess

Avery small team is involved in the business model innovation process at Small ICT
CompanyAsthe team regularly meetghe business model innovation press is said to be

& 2 NB kand #e@atops as things gbheexecutiveteam meets once a year for strategy
development andn between the business model is revalued as compelled by the business

model innovation driversand the approach is said to be velgxible.

This was outling in this extract
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AL daf @rganic process for Ud/e must not forget that around your business model

is an environment is it basically we are alwayst8pg things and we know when to
reinvent ourselves. So basically fee] always watching as and when j@re]

realising that wherour business model is too old now and here is a driver coming so
by looking at the trends like this social media those drivers are the ones that

determine the timing of that action, itis not pre@®eNXY A Yy SR 06dzi RNR @Sy

4.4.7 Business model innovatioedsondearnt

In the smallCTcompany the two key lessons leamre around the importance of
understanding theB-BBEENnd EE impact on the business mqaeidthe prominence of
understandinghe business and monitoring the business model innovation drivers . The
business modetanvass a valuable tool for enabling companies to identify BBBBEE&Nd
EE opportunitiesasfailure to complymayresult in one not having a business madel
congequencecompanies need conversations arouBdBEENd EEnot impromptu
conversations but real discuss®as to the impact oB-BBEENnd EE on the supply side and

demand side of the business model as well as on the value proposition.

Anotherkey lessorfrom Small ICCompanyis that monitoring the business model

innovation driversaloneis not sufficient in managing business model innovation to compete

in a changing environment. The monitoring of the business model environment should be
supported byidentifying the opportunity and linkinguch opportunity tothed 2 Y LJF Y A S & Q
business model. Hence despite working in the same environment companies some

companies may not see the opportunity idastrated in this extract

& ¢ Ki&k here is that things chamgso fast you just need to know what is going on
around you.That for me is what is key so with technology it is very easy to conduct
intelligence of what is happening around your industry forces, key trends, market
forcesX So all the people playing in ospace are affected by the same environment
odzi AG A& lo2dzi ¢6K2 Aa lFofS (2 asSsS gKI G

the opportunity the same way the trick is to be able to see the opporténity.
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45 Context FinanciagervicesProvider A

4.5.1 Historyand business model evolvement

Fnancial services provider A is a subsidiarg global group that provides services such as
banking media and mobile phones and launched in South Africa in ZB@6compan§2 a
initial business model was around providintul-scale retail banking service in partnership
with one of theWig five&lbanks in South Africa. In terms of business model simiavhyle

the banking systems that are used mag/ similay the differentiator for financial service A is
the wayin whichthe company buildtheir servicesThisis perceived to be uniqyéocusing
on how people want to be serviced. Howeyire business model faced some challenges
such as customers defaulting on credit card paymgantsl the launch having been followed
by the global financial services crisi$ie company business model context is shown in the
Figure 4.1%ndeach of the elements of thkistory andbusiness model similarity and

challengesutlined.
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Figure4-15: Financial Services Provider A history and business model context
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4.5.1.1History

Hnancial services provider A is one of the many foreign banks and investment institutions
operating in South Africand the company that providdsoth banking and insurance
sewvicesandis one of theworldQ @ost recognised innovative and entrepreneutiaands.

The company is perceived to offer innovative financial services that address customer

frustrations while saving them money.

The compan@ iaitial business model wasfefing financial services with one of the big five
banks in South Africa. The service that was launched had a fair amount of product
innovation and aimed at attracting a new market that was not being attracted with the

current service offerings.

This iddrawn from this statementrom one of the respondents

GC¢KIFIG Aa K2g ¢S Thepricefypirdse ofittatdusindsd nyoske!
was to add a fair amount of product innovation ainch way that it spoke to a
market that was not being attracted. So oa#, financialservices provider A would
make tons of money ans] partnerwould also make moneyout they would not
lose it to somebody else in a sense that it would still be there and importantly the

f SFNYyAYy3 GKFEG OFYS 2dzi O2dA R 6S aKI NBR®E

4.5.1.2Businessnodel similarity

¢ KS O2YLJI yeé Qa,whleitimight BadeasimNagitiRsSd those of the other players
in the marketis unique in terms of how the company has built its services. This is reflected

in thisquotation:

df thereare 10 people providigp systems in the banking world really good my system
will be as unique as any other bank system going to be all the same we all have got
the same system because the pool of people that are there so | need a good type of
system that is the first part. Buhé way | build my service is not like how they build
GKSANI aSNIBAOS d¢
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4.5.1.3Business model challenges

TheO 2 Y LJI byisin€s& model performed very well in terms of sasacting anumberof
customersThe business the service was launched pt@misingtime, but was followed by
global financial crisjshoughthe South African banking and regulat@ystem beingone of
the best in the worlgdand exchange control$o a very largelegreecushionedhe extert of
lossedn the environment. A number of customedsfaulted and the partnership did not
work and had to be restructureénd the company consolidateahd launched a different

set of services.

4. 5.2 Business model innovatiadrivers

The external and internal drivers for business model innovation include tmkantactors
in terms of changing customer needs and the shifting basis of competition as well as
includngtechnologicabdvance, regulation and internal organisational factors. In the
paragraphs that follow a brief outlinef how each of the factors arériving business model

in the company is presente@hese drivers arshowvn in the Figure4.16.
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Figure4-16. Financial Services Providarbusiness model innovation drivers compiled by researcher
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4 .5.2.1Market factors

The market factors in terms of changing customer needs is a driver for business model
innovation ane needs to service the current customer needs while forecasting areas of

future growth as supported in thisxtract:

G¢ KS OKI y3aAy 3 b0ldmlyyes sl kfegaSikyRvBerelis the world
moving tq what happened five years ago, what happened 10 years ago, where are
we at today, where do you think we will be in 15 years we building at what we
will have to change in 15 years or are waltingsothat we aresustainableor the

next 20 yeargis] also very very importagt ®

Hence the business model innovation is driven by addressing the current customer pains

and frustrations while aiming at sustainability in the futuken additional maket factor is
competitionand was indicated to ba good starting point in business model innovation to

Fa + olaia FT2NI RSGSNNVAYAYy3 K2g (G2 RAFFSNBYGA

competitors

& [ 2yBuhave to look at what competitionisd@n &@2dz I f g &a adl NI 7T

there is a whole component here about just gathering the information

The market factors are loosely related to technological advancement as a driver for business
model innovation as the customer needs and the technologibdity to address the

customer pains and frustratiorege an enabler to business model innovation.

4.5.2.2Technological factors

Technological advancement is an intense driver for business model innovation in Financial
ServicesProvider AHowevertechnology as driver does not meathe company should
respond in a reckless manner barte needs to take into account other factors such as the

service componendf the technologyand pricing model as reflected in thégiotation:
G¢SOKy2f 238 Aa R2SANIUA IS YLIGNIE 0ySR (A i S OK
X ofne technologies need to be tested and then it is to say how do we service it so

X ¢it] R 2 S dnga@ the most advanced is the best price point on that technology

[The]service component of that techrogy is importantWhattype of pricing model
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does the vendor chardeersing or usagecharge etc. and you have to think about
volume because the modebuld workcounterintuitively ¢ that is very very
AYLR2NIF Yy (G ¢

Thecompany to darge extent follows disiptive technological advancement. This was

indicatedby theparticipantwho said

G5AaNHzLIG A BS (GSOKy 2t 2 JdidalardedterywefoNoby & Aa @GSN
disruptive technology advancement but more mauydisruptiveproduct

advancement and the reaas for that[is that] it shakes the industryt forces people

to say Wang on how are these people doing with this thing that just cardeSnwe

do a lot of stuff aroundlisruptive technologgdvancement buhot irresponsible

disruptivebut responsibl@lisruptive technological advancement. So there is a fine

line between what you may think is disruptive and what is disruptive and not
NBalLlR2yaArof Sdé

4.5.2.3Regulatory factors

In terms of regulation as a driver for business model innovatitellectualproperty
management is seen as a weak driver for business model innovation. Howegelatory
compliance is intense and regulatory compliance is not necessarily confined to the
regulatory framework in South Africa but sometime to additional restrictions due to

companies being owned by companies in US or UK. This was shared as:.follows

oBecause lot of the rules and ownership of companies are eithéne United
Statesor United Kingdomandthe rules get imposed on you and you haweomply
not only with South Aitan regulatory frameworkut international requirements

from home countries. ®

4.5.2.40rganisational factors

The internal drivers to business model innovation include organisational resources in terms
of leadership, staff and both infrastructure and finanecedourcesLeadership was

perceived to be critical in the delivery of the business model.
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This is inferred from this extract

oPreviously people used to say Paretlogsv the 804 20% ruleX that leadership

needs to focus on 20% of the custontbi bringin 80% of thenoney and thaB0%

of all the complaints come from 20% of the producisti Q& I f f .Tb@aya Sy asS vy
you have to get botthe corecorrect and the stuff that can go wrongou have to

understand that topotherwise you are not going to suwve in business and you will

survive for a period of time and you will get swallowed up. So successful business

models for us in the world was understanding where we want to be especially a

financialservices provider can go wrong and it requires a lat gfFF 2 NXY' I G A 2 y ¢

Furthermore, leadership within business model innovai®eaidto be ofimportancein
terms ofconstructing the business model and the emotiodaVe todeliver thebusiness

model. This waarticulatedas follows by the participant

dTheemotional drive between how you want this thing delivered resides in the
people who have constructed this and not necessarily in the peopl¢avdjgoing

to follow this thing througté

The quality of staff is an important driver for business model innowads innovation has to
be owned by everyone in their environments and stative to be empowered to change
things to address customer frustrations. In additior the staff to meaningfully drive
business model innovatigmot only must they be empowectkbut the environment must

be conducive fomnovation with the staffeeling secure andot pressurised to prove

themselves, rewarded fairlyith non-performance being punished.

4525 dzaAySaa Y2RSt Ayy20FdA2y RNAGSNRA adzyyl N

In summarising the business modahovation drivers for Financial Services Provider D, one
may suggest that both the external and internal drivers are influencing business model
innovation in the company. Furthermore, the internal factors driving business model
innovationconsistof marke factors relating to competition and changing customer needs.
Additional external fact@consist of technological advancement with both disruptive and
incremental innovation being perceived as intense drivers. Moredkliere areregulatory

factors thatinclude compliance to local regulatory framework as well as global regulatory
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requirements. The key internal factors influencing business model innovation are

leadership, staff quality and growth aspiration.

4.5.3 Business model components

Using the business ndel canvastk S O 2 Y salinpfebuSidess model components are
illustrated inFigure 4.17
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Figure4-17:  Financial Service Provider A business model components compiled by researcher

4.5.3.1Component¥hatQvalue proposition and differentiation

The value proposition thainancial Servicesdvider A offers to its customers are banking
services and insurancé.KS 1 Se& | aLlSO0i sAGKAY (GKS O02YLI yeQ
as to what business the company wil Im as well as the current offerings in the market and

GKS Odzad2YSNRa FTNHzZAGNI A2y LRAYyGa 6A0K GKS C

will compete with market share or with innovation to differentiate the service offering.

dvariousways to buld innovation and normally what you will do[fsnd out] why are
people frustrated, what is frustrating the person. That is a nice way to Stérat

are the things that frustrate people and then you say to yourself great what are the
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things that peoplecan say about certain things and how can we make money by fore
giving those expens&s TKHus when you do business model innovation modelling you
start off by sayingHow does somebody use this prodwehat is the frustration

around i?l Y R |j dzA {5 §uite2cdnim®rysersditigat will leave you thinkitigy |

R A RyirR af that@ £

Thedifferentiation could be on innovating thproduct, innovating the process logihich
cannot be easily copied as often it takes very long for competitorevtvetheir resources

and mimic the innovation.

GL GKAY]l GKS Y2ald 02YY2y Ayy20lFGA2Yy dzy RSN
tangible you can see it, you can faeandit is the easiest one that is copied. The one

that is very difficult and less understoog tmany business people is business process
innovation the model what is different in your delivery strategy because that cannot

be copied and that takes very long for an organisation to upturn its resources to be

able to mimic that innovation is less undrod and is the most effective type of

innovation and the hardest to copyhe easiest that most people do is product but

S R2 y20 (y26 K2g GKSe& ¢gSyd | o2dzi R2AyYy3

4.5.3.2ComponentHowQkey activities, resources and partners

Key activities models the deéiry mechanism and the delivery mechanism should be set up
in a manner that it should not faihs such failure could lead to the company losing
credibility in the eyes of the customdbdelivery mechanism is dfearingin the business

model as while compaes may offer similar products but the delivery mechanism could be

totally different.

External partnerships are of great value as they have the potential to positively or negatively
affect business modshsthey need to be managed effectively. The kegoarces are a
important element in the business model as the resouradsichinclude money, people

and physical infrastructurevill determine the business model that the company will follow.

In addressing the resourcing aspect one needs to look atuhermt resource requirements

as well as future requirements and an innovative and dynamic approach has to be adopted.
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4.5.3.3ComponentHow muchQcosts revenue and pricing

TheHow muciKxomponent detailing the financial aspects in terms of costs and revenue is
another constituent that is taken into account in the FinangeaVicesProvider A business
model and the keyn determiningthe best executable solutiofor the companyto gain
economic sustainability before moving on to the next step. Sometimes ondauagh on a
price point innovation if it is felt that there is very little to do in terms of technology
innovation. Pricing is another element thaay bevisualised on the business mogdelainy

in ensuring that there is no price discrimination.

4.5.3.4Componen WhoQcustomers, channels and relationship

FinanciaServices Pvider Aprovides banking services and insurance serviceshimad
consumer market that includaadividuals and small and mediuvemterprises with the aim
of offeringto create valudor customers by reducing the customer frustrations and saving

them money while generating profits.

Ge¢KIG Aa K2g @2 dzYodsay HoWdgny Bse, ivtétSre & 3 A 3y
frustrations that they are currently experiencjmghere can you save them money
what are the things that they are paying fotunderstanding the catch is quite

critical. X ®@/hat are the things that frustrate peopbAnd then you say to yourself
great, what are the things that people can say about certain things and how can we
makemoney by fore giving those expeng@sen you say what are their frustrations
and where can you save them mofé\nd if you want to save them money like this

or this is their frustrations where can you go and innovate and what can you do

slightly better tkan the market to introduce somethifig

Thus having understood thgroblemfind new waysto ensure there is shared value and that
everyone is better off using the customer pains and the ability of the technology to design

viable solutions.

The channels @t are used by customers are also very critical to addressing their

frustrations in terms ofvhetherthey buy the services through a broker network or through
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the direct channels. One of the key elements is managing the customer relatisnship
going beyod addressing customer complaints but determining why things go wrong and
tryingto minimise the probability of things going wrong by eliminating the variations from
the process such that it works 100% of the time. This approach to customer relations was

expressed in thigjuote:

GTheother mistake that is made is that when we get a lot of complaPgspledeal

with the complaintsright, that you have to d@ you must deal with the complaints.

But we always go back and say wthis thing isgoing wrong ® many times where
we canfix this thin@ Why is this thing going wrong so we try and minimise the
probability of things occurring wrong and saying how do | eliminate variations from

this process it must work a 100 times do you understand

Furthermore oneneeds to ensure that the employees are empowered to address
Odzati2YSNRa O2YLX FAydGa o0& KI@GAy3d 2yt LISNE2Y R
transferring a customer through several departments to deal with a single compléiist.

was supported by thiguotation:

a , dalke to great a way that they can be empowered to actually change some
things on the spur of the moment. How often do you go somewhere and someone
tellsyou, ‘8ir | am not allowed to do thighat you areallowed to do | cannot do this

am not allowed to do thi®Nbnsenseyou have to be empowered to do everything

4.5.3.5Component risk¥/ho will contendQ

Another aspect relating to the target customer is o will contendx; that is identifying
the people who will not be happy with the sére | offering and the reasons why they will

not be happy. Th&ontendzomponent in the business model was expressed as follows

G{2 @e2dz rftglrea KIFIZS (2 |al e2d2NBSt T I | dzS
whowill contend this, who will not be hag with this and if they will not be happy is
there a reason that they will not be happy. Or should it be universal to everyone or is

the product biasedf it is biased is it an acceptable type of bidsyou understangd
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or is it an unacceptable kind bfas. If it is an unacceptable kind of bias then you
R2y Qi YI 1 Sbeakse yol P RF&QU B yi O2YLIX I Aydaode

4 .5.3.6Business model innovation visualisation ammmunication

Once the business model has been dedideés communicatedo the teams in meetingas
generallythe entire organisation gets togeth@anddiscusses where the company is
heading, and what needs to be doaad the structure that is going to support the delivery
of the business model. In communicating the business model one needs to ska@ndin
mind as it is often thégloryCand the goalsand people like to see the end in mind. The

business model is communicated differently within the different groups in the company.

G, 2dz Ydzald &aK2g GKS SyR Ay Ythedealsm@dOl dza S A
LIS2L)X S tA1S G2 aSS az2YSOKAy3I GKIFIG Aa 3JtAd
So there is different things our business model once is decided gets communicated to

the teams in meetings so generally the entire organisation gets togetiesays

this is where we are heading, here is what we have to do and the structure must

follow that strategy, so we break down the people's roles according to that, divide

the roles and fill it up with people with skilleat is how the model is desigté

In additionthe business model is communicated differently within the different groups in

the company as shown in this quote

G, 2dz aKI NB LA S OS aWwengverishard therehtReQicturé soyou A Y'S
sharemaybethe end goalsay this is whes we going to be and ware] going to

start off with thisand this is how wéare] going to do it. Then move up and the

reason for that is that the level of understanding and intellect at the different levels

varies Somepeople say there is no way yoaigg to achievehis and they become
despondent and there is negativity inside and the people are talking and that is not

GKIG &2dz 61 yii ®¢

4.5.3.7Business model components summary

In summary the value proposition foFinancial Services Provider A in terms of thieatQ

component ighe provisionof aninnovativefree credit card in a South Africamarket
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where people are charged monthigesfor credit cardsThe monthly fees were identified
as one of the main customer pain poingsother was theeroaccess ingance product
where the customer does not pay any access on their insurance ¢ksmsying the access
fee was identified as one of the customer key pain poiktsreover, the business model
was perceived to be differentiated from those of competitorsfgusingon addressing
Odza G 2 Y Speiitsiintdrdhs bf yleterminingand addressing whatnakes thecustomers
unhappy The key resources are regardesbeing at the core of the business models the
business model largely depends on the immediate resesias well as the resources that
will be required in the future. In addition attentiomeedsto be placed on the delivery
mechanism to ensure suehechanisms do not failecause their failure could have a
detrimental effect on customer trust. The businegssdel is how much component is
focused on economic sustainability aimda saturated market a price point innovation is
used. Furthermorgthe risk component is added to the business model in relation to who

will contendthe business modelBusiness modennovationapproach

FinanciaServices Pvider! (basiness model innovation approach is underpinned by
finding ways to do things better for the customer while pushing the boundaries and
remaining credible with a brand for which being credible isaait The business model
innovation approach is largely influenced by circumstances ad resources. For exaeple
primary goal has not changed but the route that is going to be taken to achieve the primary
goal has had to be adapted. In terms of the reses that influence the approach it is both
the immediate resources and the resources that may be required in the future. Leveraging
on the brand the company launched a service that had a fair amount of product innovation
and in way that the service attread the marked that was not being reached by the
partnering bankThe company has also hadgsocess logi@pproach to business model
innovation by looking at how the customer would use the service. For exathple
designedhe service in such a waydhit addresses the frustrations th#te customer faces
when accessing banking servicessome case thé@nancialservices provider Aas
undertakengrice base@nnovation as it was perceived that there waeyy little that could

be done terms of théechnology hencea price point innovation was adopted
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One of the key approaches to business model innovation in the company is related to the S
curve whereby the company starts working on the next cycle of innovations before a
plateau is reachedas newinnovations could take longer to become dominant and once

they finally take off thg move faster. Thus rushing through the next cycle without allowing
sufficient time for the design testing and subsequently failure of the innovatishih

would greatly @mage the credibility of the company. The need to start the business model

innovation when the business model is still on the growth path was indicated by this:quote

oWellit is an evolving thingk and | think the one mistake we always make is that you
see business has this famous term called the@Gurve or the Hockey curve or
whatever curve you want to do and the idea of that is saying that you have to take
the negative in terms of my investments and then as it starts breaking even at a with
certain anount of volume in forecasts | start moving to the top. So your innovation
model must already start when your jinker starts movinghapwhen it plateus then

it is too latebecause you have only two or three years sometimes to roll up the
product the techology you need, the infrastructure is not that simple it needs years
to come in and yoare now caughtin the end you start doing things very
irresponsibly and subsequently when it gets launched and tested it fails, your
credibility is lost so the busiremodel innovatioprocess innovation must start
AYYSRAFGSt @ gKSYy &2dz NS 2y GKS 't o¢

In FinancialServices @mpany A their business model innovation approach séelensure
service quality with the cadlentre structured in a manner that the customergal with one
personas opposed to being moved to through several departmesdsvice quality was said

to be exemplified by Investec as per this extract

GCKIG Aa ¢oKe Ly@SaiSO Aa a2 3A22R @&2dz R?2
insurance and yourhatever it is you doYou deal with one person and he goes to

the back and does all the work for you. That is what he does. That is why when

people talk about Investec banking and they talk about everything works and it

works first time therdare] no frustrations Theydo not say the product is fantastic

iKSe alé& GKS aSNBAOS Aa 3INBI G o¢
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4.5.4 Bushess model innovation process

The business model innovation approaclhrinancial ServicesdviderAis focused on
generating shared value and a number of steps weeatified in the process. The starting
point was perceived to be determining what one wants to do and with the ending in mind
work backwards to identify what needs to be done to achieve the goal. One of the main
activities would be thenitiation stage There are various ways to build innovation and a
good way to start was seen as defining why the people are frustrated with the current
products and services and the reasons for such frustrations. Such an initiation should take
an indepth look at the ecesystemincludngthe culture.Thus it was highlightethat there

are many example in banking where companies tried to bring technology into South Africa
such as Mpeswhich worked in Kenya as a mobile payment platfolbot failed inSouth

Africa as the culiral aspects were not taken into accouirt particular the model was
perceived to have worked in Kenya because there was a lack of banking infrastructure while
in South Africa the culture is different in that there is no shortage of infrastructure. As

highlighted in this extract

GaldSal a Fy SEFYLXS FyR Ay YSyeél Al 61 &
everybody saitMy God oooh l&2 go and do thiQAll the banks and tons of people

tried to understand this model and they came back and they forgot the foadtal

principle why did this model work not the technology. The model worked because

there was a lack of banking infrastructure in Kenya and people needed the payment
mechanism and they built this payment mechanism. So the payment mechanism

boomed and may looked at the payment mechanism and said it could be in South

Africa but really do we have a shortage of infrastructto g S R2y QU KI @S |
shortage of infrastructure. And then there is a trust element and technology failure

WHiow do | get my money imné bank Peoplewant to avoid taxes and they do not

want to disclose all these

Another banking example that was perceived to have failed wa&tiameeninitiative to
promote entrepreneurshipvhichworked in India where the culture was such that the
women in India were the sole providers for their families and did not want to default

Entrepreneursin South Africa had a different culture in terms of mismanagenresulting
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in hundreds of millions lost through micro lending and bankiegomes burdenedybbad
debts.Thus an initiation step should take into account theasystem that includes not

only the existing business modmhd competitors but cultural factors as well.

a L (bghRsdhatwent across and tried to understand the model because here we

want to promoteentrepreneurshipandthat is exactly what we want to do but here

again culture plays a fundamental succéssor. Becauséhe women in India are

the sole providers for their families and they do not want to faulted to take away

these wheeas in South Africa the entreprenetinat were given the monelyad

some sense of entittement and mismanaged the moggy INB I G Y2 RSt = |
AYYy2@01F GA2y odzi GKS &ddz00Saa 2F Al A& RSLISy

The initiation stage is followed by an ideatidrhusideation starts with asking a lot

guestions and Finandi&ervices vider A has many modelkat are followed with cues to

prompt the right questions. Another key aspect is understanding how the consumers are

using the product and service, defining themrent frustrations and where one can save

them money and understanding the catch is critical. Once the probable design has been

aSt SOGUSR (GKS RSaArA3dly Aa GK2NRdAKte (GSaid G2 Sy

properly addressed.

4.5.5 Business model inna¥ion kessondearnt

There are a number of lessons drafmom the FinanciaervicesProviderArelating to
managindousiness model innovation to compete effectivelijeseconsistof the

importance of leadership that not only focuses on the Pareto 8086288 most

appropriate to launch the next innovation cycle and the importance of adapting business

model patterns anctach ofthis aspects is briefly deliberated.

Ay G(GKS LI ad 2yS 02dzZ R NBf%Rrulgodayth& S t I NB G 2 ¢
t I NB R2y@ah LIENG &  drReénSedidéadiérshiggbid nuch more vigilanot

only getting thecore right correcbut also what could go wrong as failure to do so

would mean the company would survifieg only a periodof time and eventuallybe

swallowed ugg
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Busness model adaptation is one of the key lessi@asntin the company wittbusiness
model innovatiorbeingcomparedto making the spicfpouth African dishakalak&ss itis
a basic distthat most South Africans will understaptalt it never tastes exdly the same
as everyone makes theirs to Beghtlydifferent. If onewants tomake a€hakalak&bne
would go to one of thenost recognisedhakalak@mnakersbut would needadditional
research asvell to adapt the recipe to potential customers. In em#ar manner with the
most recognised business mogwtterns oneneeds toadapt thebusiness model to the
environment especially taking into account theilture and resourcethat arerequired and

taking adynamic and innovative approach to resourcing.

4.6 Context FinanciaBervices Ryvider B

4.6.1 History and business model evolvement

There are a number of organisations providing funding for renewable energy projects in
South Africa. These include financial institutions, private sector companies, and quasi
govenment and government organisations. For exampleglo Americana multinational
mining house with operations in South Afritas set aside R100 million for Grearergy
projectswhile the Industrial Development CooperatianSouth African Government
national development finance institutigrset upin the 1940¢0 promote economic growth
and industrial development partnershipwith and the German Development Bank (Kiwi)
has set asid&00million for renewableenergy projectgPrivate Sector Energy Financing,
2015. Financial ServicdyoviderBis arenewable energy funding providerith an
innovative poduct in a niche area that was not being served by the commercial banks
the marketis regarded atoo smallfor commercial banks ydbo bigto be funded from

RS @St Balalkeshiréts.

The company history and business model evolvenagetllustrated inFigure 4.18
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Figure4-18: Financial Services Provider B history and business model context compiled by researcher

4.6.1.1History

Financial services Provider B is a newly established sustainable enetdyrakthat was

created to take an advantage of institutional investors such as pensions and provident funds
interested in invesingin the renewable IPP programme. In addition the change through
Basel Il in the regulatory framework that governs the pimvi of long term debt by

financial institutions presented an opportunity for debt funds. This view is supported by this

quote:

G . | adféctivélylwias going to make it very difficult for banks to provide Hemg
funding primarily because of the suiastial additional capital requirements that
long-term funding would have necessitated, so the fund that we created is not
governed by Basel lll, Basel Il is a voluntary mechanism and as a result we wouldn't

have had to set asidesubstantialamount of ¢ LJA G | £ ® ¢

Basel Il would effectively make it a challenge for banks to provide long term fyraditigs
would require substantial additional capital requiremeS8ince Basel 1l would lae

voluntary mechanism Financi@ervices Rvider B would not be matated to setaside
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largeamountof capital when providing long term del#o the initial company business
model hypothesis was that commercial banks would effectiveloaifl asubstantial
amount of their long term assets due to the additional capitat thhauld be required. As

indicated by one of the participants

G{2 GKS O0KS2NEB gl a GKI{G (KS -lcakawideNdOA | £ 0 |
of their longterm assets given the punitive additional capital requirements that they

would have to put inlaced . Birst thing that happened was that Basel Ill has not

come into effect and as a result there's still a huge amount of interest from

commercial banks. The other thing that certainly we simply didn't expect is the
REIPPRenewable Energy Indegant Power Producer Procuremdptogrammé

g2dAf R 0SS &adzOK F O2YYSNDAIf &adz00Saa ¢

As a result commercial success banks have a huge interest in the renewable energp debt
instead of writing the debt and selling it, commercial banks are now very keen to

participate, so they are even writing more debt than they ever did in the past. The changes

in the business environment have intensified the competition and the reduced lending
YINBAY&a AYONBlIASR O2YLISGAGAZ2Y Ay &adzOK | gl @&

longer viable.

Thismay beinferred from this extract

G!' YR & | NBadZ G GKS O2YYSNDAIT oFyla | NB
sell the debtthey'renow very keen to participate so they are even writing more debt

than they ever did in the pasAnd with that has come quite a lot of competition and

margins that thesergansationshave typically charged for lending have come down

quite considerably as the competition has increased and so much so that we have

found that the pricing within our birsessmodelisy 2 f 2y ISNJ FAY | YOA | f f

Thus he business model had to evolve quite quickly as the company came to a realisation
that the companycould notplay in an economicliviable manner with the initial product

It had to evolve the businessodel to offer a product that is slightly differentiated from
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those of competitorsgiving the company a competitive advantageaddition the company

innovated in their key activities.

G¢KS S@2fdziAzy 2F (KS 0dzaAy Bgdhiat happeRedf K| &
was that Basel Il has not come into effect and as a result there's still a huge amount

of interest from commercial bantts S¥ we've effectively been priced out of the

market, so it forced a very quick-tteink on our side and we quickigalisedthat we

were no longer able to play in JIBABhannesburg Interbank Agreed Rdiet that

investorgthat is] the pension funds wanted to see inflation linked products o

inflation tracking products that enabled them to provide a yield to onerabo
AYFELFGAZ2Y @ASER (2 GKSANI LISyairzy |yR LINRC

The participant further stated that
AhOSNJ GKS f1FLad G662 eSIENB L KIFI@S STFFSOUGAODS
Y2RSt Fa GKS YIFN] SO KIFa OKI y ISR Ya2ARaSAAF AKOH-
GSNE ljdaOlfe 0S02YS NBRdzyRIy i ®¢

| F GAYy3 ONARSTFEE& RA&AOdzaaSR (KS O2YLJ ytBeQa KA &G 2

next section deals with the business model innovation drivers.

4.6.1.2Business model similarity

In terms of business model simillgrFinancial Services ProvideR Business modehay be
perceived to differentiatdrom the commerciabanks who are the main competitors in the

Greenknergyfundingas it was highlighted that

dnstead of trying to compete with commercial banks whovjate Jibaiplus debt, we
are now offering a CRilus debt producK hence the CPI product as a result is a

different product as result creates a competitive advantage

In addition thebusiness modak differentiatedin regard to the key activities thata

related to theO 2 Y LJI uyii@u@ ability to transact as shown by the following extract,

oSome of our competitors are just simply asset managers. They do not negotiate the

deals nor close them so it is really a question of purchasing that debt in thedsego
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market.Whilewe took a conscious decision to go and try and secure mandates
where we are a financial close lendeecause this means we get in the deal earlier

and negotiate better terms for our investdre

4.6.1.3Business model challenges

Financial SergesProviderB has had to overcome challenges with Basel Ill regulation having
not necessarily having had the expected outcome of commercial banks sellloggférm

debt. But Ba®l lll has not come into effecand as a resuttommercial banks contireto
participate in fundindongterm renewable energy funding. Moreover, the compangitial

business model was priced out of the market as magdmnfrom the followingquotation:

G2 S daSelInithan existential crisis and a need to come up witlompetitive

product that couldn't be taken away from us because the bank hadlid?h OS R dza ¢ @

In summaryFinanciaServices ProvideB is a newlestablishedGreen Bergy fund
established tdake advantage of the regulatory framework guiding the provisiblong

term debt by afinancial institution.This regulatory framework led to the expectation that
commercial banks wouldff-loadlongterm assets due to the punitive additional capital
that commercial banks would need to put in plaemwever the regubtory requirements
havenot yet come into effectresulting in the company having had to quite quickly realise
that the products and services were no longer viable additional challenge to the
businessbesides Basé Il having not yet come to effeavas the intensive competition from
the commercial banks and the pricing for prodyceteking the products and services not
financially viable. This motivated the company to evolve the business meitiethe

current business model perceived to be diffenatéd from those of the competitors
offering differentiated products and creating a competitive advantage and enabling the
company to collaborate with the commercial banks to provide the services rather than

competing with the commercial banks.

4.6.2 Business mdel innovationdrivers

Thekey factors driving business model innovatioratancial Servicegd¥ider B include
market, technological advancement and internal organisational factors. The regulatory

factors areperceivedas not beingsubstantialin driving business model innovatiomhese
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business model innovation drivers are illustratedrigure 4.19In the paragraphs that
follow the business model innovation drivegise presentedstarting with the market

factors.The business model innovation driven® depicted irFigure 4.19

L1 ol ¢‘
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Figure4-19: Financial Services Provider B business model innovation drivers compiled by researcher

4.6.2.1Market factors

In relation to market factors competition is an intend@ver that was primary for the last
business model innovatigasFinancial Servicggovider B was effectively forced out of the
market by the commercial banks that were aggressively pursuin@Gteen Bergy debt

marketat what the company perceiwkas asub-optimal margin.

In addition to the intense competition there has also been a slight shift in the primary basis
for competition as whereas instead of trying to compete with commercial banks that
provide Jibaiplus debt, the company offers Gplus delt product. This product is seen as

more preferable to the investors as investors get an inflation linked asset which is preferred
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from Jibarplus debt. Furthermore, the CPI Product is preferable to borrowers as CPI loans
have a back ended repayment profildnich is better for a borrower who is trying to win a

bid which is evaluated primarily on price.

In addition to the competitionthere is also an expeation of the need to serve the

unserved customerss the company has identified a market that is netessarily being
served by commercial bank§his is becauseis a niche areavherethe projects are too
smallfor commercial banks to fundavhile on the other handhey are too big to be funded

by the developers using their own balance sheets.

Themarket factors in terms of the customer needs are changing and driving business model
innovation sincewhile in the past renewable energy attracted most people who had a

green conscience and environmentally friendly orientatithre situation has changk with

Green Bergy moving towards maistream customers as electricity /power costs are
increasing tremendous)yvhile the actual cost oGreen Bergy systems has come down
considerablyThus echnological advancement is directly linked to the changing custom
needs.The nextsectionwill discushow technological advancement is driving business

model innovation.

4.6.2.2Technological advancement

Technological advancement is an intense driver for business model innovation, as disruptive
technological advancement wagen as forcing the market intosmaller space as

technologies like battery technology change resulting in new products such as Elon

adzal Qa S TR peNRe@ oppdrtiditiies for providing debt fund services. In the

last five years the costf renewable solutions has come down tremendously. For example

the cost of putting a rooftop solar solution has reduced from three million dollars a
megawatt to slightly less than one million dollars a megawatten Energyalternatives are
becoming mub cheaperand thistrend is expected to be one of the main drivers in the
businessnodel innovationin future,as more and more projectre likely to be launched

that will require to be funded.

While this technological advancement is not necessarinitial technological

advancement the market for the Financial Services Provider B is opening up as a result of
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technologychangesTechnologies such as social networks, cloud computing and mobile
technologies were notriginallyregarded as key driversif business model innovation in

the company with data analytics also perceived to be a moderate driver.

G5A&NHzZLIG A @S (SOKy2ft23A01If | ROl ysOSYSy i
things like battery technology is changing which means there's a etahphew
product out thereSo if you look at Elon Musk that will open up a huge number of
opportunities.Whilethings likecloud computing,socialnetworks,mobile

technologiesand dataanalytics to a degreare allmoderated ¢

4.6.2.30rganisational factors

There are four main internal organisational factors driving business model innovatnese

are growth aspirations, existential crisis, entrepreneurial leadership and staff quality.

The company is newly establishéxhving beerstartedin 2013 and growth &pirations

have been an intense driver for business model innovation. In addigcnording to
statistics newly established companies tend to fail in the fitstee years The company in a
similar manner was faced with existential crisis and this becamiatense driver for
business model innovatigras the first business model was priced out of the market by

competition.

According tahe participant the company hasbmethingof a'grint newspapersituationQ
whereby if one is has a print newspaper latit an electronic platform one would not
survive. The participant highlighted that if the company had sat and waited for the second
renewable energy fund to close the company would have gone out of businlesshe
newspapers the company had a busingssdel that had quickly been priced out of the
market, and the company products were not competitj\as a result the company was no

longer relevant to the market.
Staff is another intense driver for business model innovation both in terms of

entrepreneural leadership and staff quality. As waesscribedthe company isrelatively

small businessntrepreneurial in nature.
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The leadership team meets regularly for feedback session on how the business is
performing, the existing assets and then andasrad hoc basis discussing where the
company needs to go and what needs to be dofes serves as a useful sounding bgard
having ideas shot down to ensure filterirapd to get to an ultimate solution that works.
The staff quality is an intense driver fordimess model innovation as the staff in
combination with the leadership as the team has unique set of skills that are used to

differentiate the company product and services from those of competitors.

4.6.2.4Business model innovation drivers summary

The factors dwing business model innovation in Financial Services Provider B are both
internal and externalThe main external factors motivating the company to innovate the
business model include intense incremental and disruptive technological advancement.
More espeially disruptive technological advancements in Geeen Bergy spacaround
technologies like battery technology change is resulting in new prodMiaeket factos are
driving business model innovatioim particular the intense competition and the netal

serve the market that is unserved by the commercial banks. In terms of regulatory factors
BBEE anderegulationand the need to buy and séP werenot regarded ageyfactors. The
internalfactors driving business model innovation relatestitrepreneurialleadership, staff
guality in terms of the unique skills as well as éxstentialcriss with the company

effectively forced out of the marketnd havingto redesignits business model for survival

4.6.2.5Business model innovatioprocess

FHnancial 8rvices Provider B is highlighted as being vemyte andadoptingan approach
that quickly implements change when requiréd.terms of the mobilisation stegn
interdisciplinary teanwith specialist knowledge in the power sector, engineering and
running equity is involvedthat includes the fund manager and another executiie are
the key playersvith asimplke approach to business model innovatitirat allowsthem to
modify strategydailyif necessary. In addition to the two executives there are addaion
three senior executiveRegular meetingare held to provide feedback sesssomm how the
business is performing, the existing assets androadhodasis to discuss where the

company needs to go and what needs to be done to get there. The compaeytakes the
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ideation where a brain storming approach is adopted. As an exainglge last business
model innovation cyclgollowing iterative brainstorming sessiartaree to four different
business models structures were discussed and assessedkfandshe most viable
solution was selectednd tested. Following a number of reiterations the solution is now

been implemented and yielding substantial benefits for the company.

4.6.3 Business model components

The value proposition that is offered BynancialServicesProvider B isa funding solution for
Developersn the renewable energy space. Tp@ductis differentiated by simplifying the
funding solutionby cutting a layer of complexityesulting in a competitive advantage and

providing competitive rags for the customerswhile increasing value for the investors.
The product is linked the electricity t&r, which is indexed usintipe CP)andthe product

has a natural hedge withflation. CA y I Y OA I f { SNIWAOSa t NB JA RSNJ

components ae illustratedin Figure 4.20
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Figure4-20: Financial Services Provider B business model components compiled by the researcher

4.6.3.1Component¥hatQvalue propositionand differentiation

The product is offereth a niche area that could be said to be too small for commercial

banks to participaten. It is a niche product that effectiveompkementsthe commercial

banks as opposed to competing with commercial banks. The target customers are the

developers in th@enewable energy projects whose projects are too small to be funded by

the commercial banks y¢heir LINE 2S00 a | NB (22

oA3 G2 06S FdzyR

balance sheetsI'he market is such that there is a huge pool of developers that are trying to

clos renewable energy projects who need funding.

4.6.3.2ComponentiHowCkey activities, resources and partners

In terms of thetHowCzomponent the kewctivity of the company is providing financial close

lending services that include negotiating and closing funttiags.The key partners are the

182



institutional investors in terms of pensions and provident futitlt want to invest in the

REAPHP,and the commercial banks.

4.6.3.3ComponentHow muchQcostsrevenue and pricing

In reviewing thelPdv muchizomponent of the buisiess model in terms of the revenpibe
company is offering a product that is attractive and competitivéhat the investors who
provide capital are benefitting as they are able to take dividends out eadllierto the
nature of the new value proposin that the company is offeringnd the product is

inflation linked.This is drawn from the followingxcerpt:

OWe're able to offer a product that is attractive and competitive, our investors who
give us the capitaX so[we] removed a layer of risk frowur investors, we have
preserved our ability to compete in the markebecause CPI debt has a slightly
backended repayment profilé(i §uat the nature of the debt repayment structuring
¢ these bidders who are competing in a bidding process were abléetoa slightly
lower tariff because of the time value of mon&gp they were able to take dividends
out earlier because of the baekded nature of the repayment profile on the CPI

debté

4.6.3.4ComponentWhoQcustomers, channels and relationships

The targetcustomers are in niche market that was not besegvicel by commercial banks

as highlighted in this quotation from the participant

G¢KS 20KSN ( Kealigedis thak theile isé Bich& ared ®here projects are

too small for commercial banks be funded and are too big to be funded by

developers on their balance shept2 G KA & yYAOKS | NBI Aa az2yvysi
for banks to look at it and they come and walk away from that business on that front

but I think with a bit of careful dealrsicturing we will be able to offer a debt product

and effectively facilitate commercial bank involvement in the space whereby they

effectively outsource the deatreening, due diligence, negotiations and closing

processes to a fund manager like ourselaesl in return they get to put their debt in

GKFG yAOKS aLl O0Ss 4KAOK dzZld dzyd At y2¢6 KI &
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Moreover customer acquisition seems not be a challenge for the companndicated in

the following extract

GLUGS F2dzy R A G Qduilding @ fipeline, BdodsStequirenduchglttseé 2 F
the unique set of circumstances in that there are hundreds of developers running

around trying to close projects in this country, and the banks, the funds, the lawyers,

the contractors, they allrunoff 1A NJ FSSid LGUEA | dzyAljdzS &aSi
GKS 2yS 1alLS0G 2F GKS odzarAySaa L KIF@gSydudi

However, the company maintains a very close relationship with its customers using what is

affectionately referred as th#ittl e black bookassuggested in thiguotation:

L KIS 0SSy | LIINERIOKSR o0é& YIF3aFTAySaszs LIS?2
easiest way to market this fund is through my little black book of contacts and to

preserve a relationship with commercial barkksi Qa [jdzA S | aYl ff 0O2)
network and then to go and take up speaking slots at conferences where all you have

to do is drop in a couple of words about what you're doing and people will come and

FAYR &2dz I FGSNBI NRa d¢

4.6.3.5Business model innovation visughtion andcommunication

Fnancial ServiceBrovider Bhasa very small team and the business model is not necessarily

visualised but often in thenind ofthe executiveas reflectedn this quote

dt's up here and | don't need to put a strategy docunmitt{for] me[to] discuss it
with my colleagues. They sometimes accuse nigt@falising too much

information butngy 2 G NX I f f & ®¢

However the loan profile is visualisedhich could be interpreted ahe component value

propositionof the business modes$, as indicated by this extract
GL KIF @S AYyONEBI &Ay 3ioan repaymeddpdRgrapiicaljBit Sy G A y 3
that's not a business model. It's really to try and demonstrate to various people that

don't understand the product just how, what ibks like€
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4.6.3.6Business model components summary

In summary the company provides funding solutions for developers operating in the
renewable energgpace withproducts that are €I related andhence have a natural hedge
against inflation. Fuhermore, the bughess model is perceived to loferentiatedboth in
terms of providing services in a niche marlat wellby providing asimplifiedfunding
solution bycutting a layer of complexity of swapping tBdarplus debtproduct with aCP4
linked product, resuting in acompetitiveadvantage for the customershile increasing
valuefor the company and its investors. In addition tBe2 Y LJI kgySalidities are
differentiated using thainiqueset of skills the company has. The target customers for the
company & a previously userved market that is too small to be served by the commercial
banks while the projects are too big to be funded from thieS @ S { BalalkdldDeet.
Moreover the company maintains a one to one approach in managing the customer

relationdkK A LJA dzaAy 3 ¢gKI G Aa NBFSNNBR (2 a adKS i

4.6.4 Business model innovaticapproach

The compan§ @pproach to business model innovation could be said to be slightly complex
as components that were affestl spanned the three categories of the isss model
componentsThesewere theWhoQn terms of the target customers, tHé/hatQn terms of

the value proposition offered and the differentiation as well as #@n(ln the terms of the

key activities. The innovation in terms of target custonmanmtailed targeting a niche area
which was a grey area of unbanked markatd the approach was that rather than going
head to head with commercial banks the company offers a product that allows commercial
banks to participateeffectivelycompkementingcommercial banksbut does notcompeing

with commercial banks.

Thus commercial banks are able to offer debt in a nenfea thatwas unbankedln relation

to the Whall \@lue offeringthe company brought to market simplified product or service

that created a shared value in thask for the investors was reduceuohd aslightly lower

tariff was offeredto the customerswho could choosa product that has a baeénd

repayment profileTK S 02 YLJ y & Q& | 0 priesetratby praidngaprodi®d S 4| a
that is differentiated from those of competitor§he company was a first mover in the

spacethus accruing first mover advantages.
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4.6.5 Business model innovation Lessdearnt

Three main lessormmay bedrawn from FinancigervicesProvider B. Theseindude the
technological advancement drivers that come beyond the financraises sector, the use
of compkementaryand unique skills to change the way the value proposition is delivered
andthe importance of realisingxistertial challenges in the busiss model and taking the

corrective action.

The main technological driver for business model innovation in the company was not
necessarily financial services technological advancement but rather technological
advancement in the market they are servicifrgparticular the took advantage of the
renewable energy sector solutions becoming cheaper and opening new markets for funding
and creating a market that was not serviced by the current commercial banks offerings as
the market was too small for them. He:the company is able tenablethe commercial

banks to participate in the space without having to go through theurgd hiring a whole

new team and setting up all the structures within thergansations Thusthey have

createda niche product or serge that effectiveljcomplementscommercial banks budoes

not compete with them.

FnancialService Ryvider Brecognisests inrhouse capacity anis uniquecompkementary

skills setandusesthis to shift the way value is created by the compamyt only

differentiating the product but enabling the company to be involved earlier in the debt fund
supply chainlt has becomevhat iscalleda Waenant makeitas opposed to being a

Wovenant take@As acovenantmaker the company gains more in control sttang

involved and seeing a project in the right direction as opposed to simply having to live with

the consequences of purchasing debt that somebody else has negotiated.

Another key lesson that could be drawn from the company is the realisation oéetiadt
risk and takingappropriate actiorthat has led to the company coming up with a new
product that has aWinCIor all the parties that are concerned. One of the key factors that

contributed to the new business model success was said to be the facthth company is
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very nimble in the sense that unlike large financial institutions which in many cases take a
long time to innovate and change product offerings, the company could very quickly go
through the change procesBeingnimble enabled the compayto have a fist mover
advantage which is perceived to be of importance in the highly competitive debt market. In
this change process three or four different alternative structusere considered and

ases®d for risk. For exampjeffering an exclusivproduct was perceived as being too
narrow and specifi@andhence rejectedas was the offering that would constantly rely on a
dividend stream upwardsvhile the option that was accepted offed better returns and

less risk.
4.7 ContextFinancialServicegprovider C

4.7.1 History and business model evolvement

CKAAa O2YLJI yeQa KA aevduNdhis Hugtiateddrdigire/426a Y2 RS
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Figure4-21: Financial Services Provider C history and business moaleext compiled by researcher
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4.7.1.1History

In a financial services sector where there is a high degree of concentration and
interconnectedness with the top five bank&anancial Servicesd¥ider C is one of the
leaders in the markefproviding both financibservices and insurance services. In addition
the company is perceived as a first mover and disrupter in its maakaew supported by

some of the executives in the competitor companies that participated in the siily.

segment will briefly discus&tS O2 YLJI yéQa KAaldi2NR |yR K2g GKS

KIa S@g2t @SR a ¢Sttt a GKS aiAYAflFINRGe 27
O2YLI yASa Ay GKS YIN]J SO ¢KS aS3aYSyid Ifaz

model innovation.

The company has been in existence for over 10 yearsiakKdS O2 YLJ y @ Qa 0 dza A
centredon making peopleand societybetter off as opposed to being predatqrys

indicated in this quote

a ! aresult of our model the client is healthier, and hagtdr proposition.
Therefore Financial services Provider C is more profitable and because people are

healthier society is better off so everybody wins

The business mod@lguiding philosophy has been in use from the beginning but was not
necessarily forralised It has been recently been formalised and explairatdwhy it

workedisreflected in the following quote

GLG Aa | a2 OAl fedto omkd pédplé Bettey & R BasalwRyS Beand

a valueshare,we justformalisedit and explained wh it worked so welt

Hence the business model is the guiding philosophy has stayed constant and the company is
not innovating the business model pgebut how the business model is deliverex

reflected in this extract

G. dzi @2dz &SS cburusgndds Robél is oudBusinkess nubell
wouldn't say we're innovating a business modelggeBut given that business model

that sort of is the guiding light, now you are constantly relaunching new value
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proposition to the market and how suchlwa propositions are delivered and

monetised

4.7.1.2Business model similarity

¢tKS O2YLI yeQa dzy RSNI @Ay 3 o dzasanigsandthuis ek St LIK A f
business model is se@s having a unique approach to insuraaeel the differentiated

business mdel is saido have brought the company a lot of succedsle having generated

value for the customerd. & & dzOK GKS O2YLI yeQa I LILINRI OK A&
for creating value with the products and services that go beyond being novel in térms o

being$¥martQ

LY FRRAGAZ2Y (G2 GKS dzyAljdzS dzy R SniddiebsaeisdbelJK A f 2 & 2
disruptive in the sense of having a deeper understanding of the cus@m@blem and

offering products and services that are aimed at creatingezat an inspiring and disruptive

manner.It created new value thatdid notexist, while in addition revolutionising the

products and processes with the fundamental principle being that each stakeholder in the
business model derives valuehisquotationreflects an example where value was created

for the customer instead of offering customer a lower premium.

oNo,we are not creating new markeby finding opportunity no one is going for, it's
disrupting an existing model of the mark&veryone's writing Burance, we

disrupted it byX instead of saying we'll give you the cheapest possible premium.

4.7.1.3Business model challenges

Although he business mode$ perceived to be uniqyéhere are imitation pressuresas

often when the company launches new servicempetitors follow as refected in this
quotation:

GThe people are competing with the core products but not the business model it's what | mean for
example when one of our competitors tried to launch a program similar to ours everyone tadis it
CompanyABC and our product nange In addition to the imitation challenge direct

distribution is growing with different players entering the market as indicated in this extract

GCKSNBYa | ANRPgAYIT RANBOUGU RAAGNAaGdziA2zyYy LI

players | think you know, many different types of companies are doing insurance now
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compared to how it used to bk.used to just be insurance companilest now
banks sellinsurancé a20 At S O2YLI yASa aStt AyadzNI yoOs
whileit's not necessarily direct competition it still competes for a share of a wallet of

the receiverg

In summary FinanciaServices fvider C has been in existence for otéryears with a
business model centredn creating sharedialue whichservesasthe underlying business
model philosophy for the company. This model takemique approach to life insurance
and disruping an existing highly contested marked by creating new value propositions for
customersh 5 SALIAGS (K Sunigudeskhé Sompany YageRIillemyasvith

value propositionmitations aswell as the increasing competition with direct distribution
growing and newplayerssuch adanks, mobile companies ameltailers,such as Checkera

fast consumer goods capany:

4.7.2 Business modehnovationdrivers

There are number of factors that are driving business model innovation, ingud
technological advancement and the market factors in terms of competition that are both
regarded as intense drivers as well as some internal organisatitoréathat are also
intense.Furthermore marketfactors in terms of changing customer needs and the

regulatory factors are also moderate drivers.

These factors are illustrated Figure 4.22
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Figure4-22: Financial Services Provider C business model innovation drivers compiled by researcher

4.7.2.1Market factors

The changing customer needs: perceived as a moderate driver to business model

innovation as highlighted in this quate

oChanging customer neeflsre] a moderatedriver relative to otherX externally we
are inconstantfeedback loops with our distribution forse we get feedback on a
RFAf&@ oFlaAia FTNBY 2dz2NJ I RGAaA2NE al@&Ay3d gKIQ

fix this€

In terms of competitionone may suggest that competition is an intense driver for business

model innovation asne theparticipants noted

df you look at our core business there is always fieorepetition adraditionally the
industry is fierce with a lot @ompetitors with smeshifts in terms of newntrants
from the dominant intermediate distribution channéls 0 d#ar a$ the business

model there is no competition in the wo#d
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Despite there being no competition in terms of the business model the market is highly

compditive as reflected in the following quote

dThe market itself is something that is highly competitive and is constantly pushing
the boundariesso each time we launch a competitaill launchand we will look at

OKSANI LINPRdzOG FYR GNEB YR YF1S AG o0SGGSNK

The other participant expanded on the shifting basis of competition using the following

extract

& ¢ K 8 algowing direct distribution at play whichuessis a different | think you
know many different types of companies are now doing insurance cochpatew
it used to be. It used to be just insurarmmempaniesput nowbanks sell insurance,
mobile companies sell insurance.v@dle not necessarily competition it still

competes for a share of the wallet of the receivers; so it is shéting

4.7.2.2Technologcal advancement

Technological advancement is identified as a massive driver for business model innovation

as supporteddy this extract

0So technology is a hugely powerful enabler for our product design number one, and
secondly, for your product servi&o you know in terms of how you get information
from clients, how you seice your clients, how yaiommunicate to your clients, how

you process claims and service customers creating a digitised experience fogclients

The importance of technology as awr for business mod@hnovation wadurther

substantiated as follows and also highligtite risk factor in technological advancement,

GTechnology is a huge enabler in everything weatlowing us access to information
that you never previously hadK A OK A a ONHzOALl f f & AYLERNII Yy
the same time technology poses risighe business< when you gesomething

gNRPYy3 RdzS G2 GSOKyz2f23e (GKS NARA] A& o06A3I3AS
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Based on the importance of technolofpr Financial Services Provideb@h incremental

and disruptive technological advancement were regarded as massive drivers for business
model innovation specifically technologies aroumdobile technologies, social networks and
data analytics astensedrivers.Butcloudcomputing despte providingefficienciesand
capabilities thatare important, wasnot perceived as a driver for business model innovation.

The intensity of data analytics is reflected in this quote

& 5 | analytics is the biggest drivet is everythingA (mQai we ae from the top to

the bottom, at the core of understandimigk themoredata we have about

behaviour, about how all the various factors impact their risk more accurately we can
assess risk and priceaddi K & 3ISYySNI G4S&a @I f dzS¢

Mobile isalsoanother tecmologicaladvancement feature thasiregarded core a®flected

in this extract

G a 2 diskcbréto everything we do. So we are giving-tieaé feedbackX we have
seen how that changdsehaviour.lt enables us to track data on a whole new level,
wearabledevices as well as mobile so this whole trend towarelsrabless very

exciting and you know gives us access to even moreédata

4.7.2.3Regulatory factors

Regulatory compliance is perceived as huge driver for business model inncaationith
regulationimpading boththe design and delivery of products and services is highlighted

below:

At genuinely impacts the entire business frifrthe compliance of everything you
do, tax implications of all the products, the different licences that you need and it
impactsyour marketing. It impacts youlistributionchannels. The design of

everythingb €

An additional factor that has an influence on business model innovatiB-BBEHN terms
of being a challenge tthe business modelhen the company fails to meeBEBBEEargets

due to the limited availability of the specialised skills that are required by the company.
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4.7.2.40rganisational factor

The internal organisational factors include growth aspiratjevtichare a huge driver for

business modl innovation.The alignmen2 ¥ (G KS O2 YLl yéQa odzaAySaa

O 2 Y LJI WheCB @flectedin this extract

GLG Aa | 02 dzi ha@rgla poithvg idpact thad Alighs With our business
model of shared value. | think when you can achieve that financials fall into gptace,
A (nevar gang into a brainstorming sessi sayingdowwe canincrease

profitabilityKéQ

An additional key organisational factor that is perceived as an intense doivbusiness

model innovation in the company is leadership as reflected below

A keere is a huge premium on leadership CEO who takes the lead and sets
direction and is part of the process. Creating an environment and culture that fosters
innovation, that collaborates, that empowers and enables every single person in the

business tadd valuet

Staff quality is another factor driving business model innovation afFihancialervices

ProviderC adndicated by thisexcerpt:

G ¢ Kudlity of staff is an intensériver,the culture, its people are everything and it is
what drives busiess model innovatioK the discipline of having a very higlaced
dynamic environment that kind of takes no prison€iso we are launching in March,
so this year it will be brilliarX working towards some sort of end goal and being

able to witness the &its of labour with some kind of rock star laurich

Thus the company is said bave createda culture and environment that supportive to

blue sky innovation in brain storming atfunking that successfuliptegrates thepeople
performingbusiness funiions as well as the R&D functiorifie people are said to be
everything that drives the business model innovation. The innovation culture of having a
disciplined and structured approach to business model innovation with a launch date set
even before the ppducts and services are designedd working towardsome end goal

and witnessingtbck starCtype of launch that happens annualbre regarded as some of the
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endeavours.

4.7.2.5Business model innovation drivers summary

In summalyy, both externaland internal factors are motivating the company to innovate the

existing business modélhe business model is perceived as being constant from the

philosophy point of view with the innotian being around how the business model is

delivered and on the products and services that are delivered and how value is captured for

the company in these productBxternal factors include market factors as moderate dever

while competition is an interse driver. Furthermorgechnological advancemeim terms of

incremental and disruptive advancement are seen as intense with the technologies around
socialnetworking, mobile and data analytics perceived as intembie cloud technologies

are seen as magtate drivers for business model innovatidtegulatorycompliances seen

as an intense driver thaffectsall the componentsof the business modelith BB-BBEE
posingchallengego business model innovation in terms of the limited availability of the
requiredspecialissskills. Internal factors driving business model innovation include growth
FALIANI GA2yas ftAIYyAy3T GKS O2YLI yeQa odzaAySaa
aswell asleadershi &G FF ljdzZr f Ade | yR UeKoDusibesymdtley & Qa &

innovation.

4.7.2.6Component what value proposition and differentiation

In terms of the group the value proposition that is offered is basically insurance and
financial services. The company products and services serve to createwuleproviding
enhancedactuarial dynamigsmaking the companynore profitableandas a result creating

a kind of virtuous cycle.

4.7.2.7ComponentHowQkey activities, resources anpartners

The company innovates in thiowCroup in terms of the key activities thavhile hidden
from the customerthe company strives for excellence, developing actuarial models that
drive efficiencies while enhancing the customer experieht@additionkey resources
supporting the business modate highly skilled and uniqueith resources regarded as a

key driver for business model
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4.7.2.8ComponentHow muchQcosts, revenue and pricing

Regarding théHow muchXategory pricing plays a key rojavith the company adopting a
dynamic pricing approach whereby pricing is used as both a b@lraV change tool and an
acquisition tooj as opposedto using the normal approach that uses statistics to work out
how long people live, when @ris likely to get sick and when one is likely to lapse and derive

a standard premium based dheseinputs.

4.7.2.9Component¥hoQcustomers, channels and relationship

¢KS O2YLI yeQa Gl NBSG Odzai2YSNER NB Ay | ydzYo
services but in each of the marlsghe company operates effort is appliedn

understanding the issues both inrtas of what the challengeare, and the reasons that

may beattributed to the challengesThusvalue propositions are offered to create value for

the customers using dynamic pricing to influence the customer behaviour. More often than

not theseare existilg marketswherethe company strives to revolutionise the way the

market operates. The fundamental belief within their insurance senbosimess model is

that peoplemay beincentivisedto behaveandthis will result in the compangavng money

on the clams and such money may be used to fund customer incentives

4.7.2.10 Business model visualisation and communication

The business model componemtgy bedivided into the four categories of thé/hatQthe
HowQthe How muchand theWhoQThe business model isramunicated in various ways
depending on the audience using different methods to communicate the business model. .
One of the key audiences to whrthe business model is communicated is the international
partners where the business model is communicatewugh white papers that explain the
business model and how it works as well as the science behind the business motieirand

it could be morphed to suit the contextual background.

The second group of audience is ttistribution channel partners who nedo understand
the business model as the distribution partners are the ones whansglver tothe clients
as to why the products and services work avial it is not just atbo good to be tru€kind

of product and service. The third audierme=the cusbmers where the company has to
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what the company is trying to achieve and how the customers will benefit.

4.7.2.11

Business model components summary

In summary, the companyprovides insurance solutiorsming at creating shared value and

annually launching new products and services with innovation focusing on behavioural

change and creating unique value for the customer and reciprocal links between the

company services. Thus therspany differentiation is around shared valggenerating

value by giving customers incentives to behave bettdrich creates valueand some of

that value is passed back to the customieurthermore, the company strives for excellence

in its key activitisin excellencen developing actuarial models to drive efficiency and

SYKIyOS

iKS Odzaid2YSNRa

S E LIS NJarbefishi®ydnarkey’ | RRA {

with the aim ofrevolutionisingthe way the market operates and using dynamic pricing as an

acquistion and behavioural change tool. This company business model components are

reflect inFigure 4.23

L=
Provides insurance solutions
aiming at creating shared value
and annually launching new

preducts and services

ﬂn thi Ky Bebivities the oompary
strevws Far excellernse develaping
actisarial modeli to drive
eMignciency and enhance the
customer's sxpariance

Innovation foousing on
behaviaral change and
creating unigue value for
the sustomer and reciprecal
links batvwean the campany
SErIDES

* —
What group

How :

¢ Eay partnars that's sall
£ products with the

diirtribartion channals that
undemiand the campany
ahared valoe model. The
sompany leverapes both
RED ard the company as
a whole far mneuatians

The target is an existing
market but the company is
trying to revalutionise the
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Figure4-23: Financial Services Provider C business model components compiled by the researcher
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4.7.3 Busines model innovation approach

FHnancialSrvicesProvider QQ @pproach to business model innovation is towards disngpt
the market while the traditional life insurance approach is to simply quantify risk and

determine price using a number of inpuf&he key question that the company asked was

A A

G2 K& akKz2dAZ R ¢S GUNBIFd SOSNEB2YS (K alkys
has different lifeexpectanciels €

Thus the compangtook a differentapproachnot to just quantifyngrisk andusingit as a

pricing nput but quantifies risk and in addition shapes the usikngbehavioural economics

and incentives to change behaviour. In so datngsesincentives in the short and medium

term to change behaviour using tools such as dynamic pricing.

This has resultéin creating new value for the customers and in the compdhg.

%

O2YLI yeQa FLIINRIFOK (G2 odzaAySaa Y2RSt Ayy20I>

some casehas undertaken simple business model innovation in terms of changing only one
component wihin the business model offering new value propositions that\#neartQThe
companyhas taken complex business model innovation that invoteesomerfacing
innovations andnternakacing innovations. Furthermore, the company has a structured
disciplne approach to business model innovation that is said could be deviating from theory
in that that thelaunchdate is set even before the ideas are generatédissetting the

launch date and working backwards.

4.7.4 Business model innovatiqurocess

FHnancialSrvicesProvider Cadopts a structured approach to business model innovation

that follows an innovation cycle that is driven by launch dates that are set annually. In the
business model innovation cycle the company is continuously working towards having new
products for the launches working in cycles and has a dedicated R&D team that is constantly

undertaking research on current customer behaviour in both local and global markets.

In addition to the research and developmehtre are other streamghat areused to

uncover innovation such as-lmouse competition that involv&the entire organisationsuch
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as the challenge that is put out to all staff to comewith the nextgroundbreaking ideas.
Thismobilisationentails bringing in an intedisciplinary €am, which will ofteninclude
having regular meetings with the senior executives in the busjtlessneeting are not

necessarily for approval but for contribution

Themobilisationstepsare followed by an initiation stage that is supported by the et

the company is constantly trying to improve and looking for the latest trends and
technologies to ensure that appropriate technologies and trends are incorporated as quickly
as possibleas well as providing research that supports a better understagaif customer

needs,both understanding the shortfalls and the gaps in the market.

The information from the initiation supports the ideation as there is a lot of research and a
lot of blue sky brainstormingeally getting ideas to complete the ideatiogetting the

different stakeholders in the different areas of the business to collaboratively solve the big
challengesThe benefit of involvinghe entire organisation in the innovation process is
regarded as leveraging expertise in the business that R&pnot necessarily have. Thus
linking boththe R&D andiusinessareas,and more so the best people to solve the

problems often involvesindividual staff members working in the specific ardasaddition

this exercise serves to identify creative anddmative talentthat may not necessarily be
working in R&D to showcase their creativity and skill. ,/Husording to one of the

participants has been a great approach to identifying great talent.

Once the cloud of potential business models have beeassesl and prototyped and the

most suitable prototype has been selected for implementation there will be integration.
Integration into existing systems and processes as well as the multiple streams of work with
the various stakeholders that takes place a&dmented to get to product implementation

and launch.
Business model monitoring is one of the key activities thahdertaken with the

participants suggesting that monitoring is so crucial that there would be no point in

launching if the exercise Wwihot be monitored. Such monitoringould entail setting up the

199



dashboards that are going to be used to receive the feedback and the loopbacks in terms of

if the business model is working as expectedf it is not working how it will be fixed.

4.7.5 Businessnodel innovationdssondearnt

Anumber of lessons may bearntA 'y G SNX & 2F o6dzaAySaa Y2RSt Ay
context. These lessons relate to the importarafausing a collaborative approach thiatks

0KS 02 Y Llwihdbashessespertisadopting a structured approach to business

model innovation with annual launch dates and using dynamic pricing to change customer
behaviour.Additional lessons involve thealue ofmanaging relationships in a multi stake

holder business model to ensubeisiness modesustainability As well as the prominence of

innovation culture in contributing to business model innovation succes® preceding

paragraphsthese lessons are briefly outlined starting with the collaboratipproach

Using a collaborate approach thatihks R&D and business expertise wasceived as one
of the factors that have contributed to business model innovation success. In this
collaborative approach thR&D departmentindertakesresearche®n best Practiceand
new ways of daig thingsso as to generate ideamut of the box in howthe company could
can we meet needs in a neand exciting wayor generatevalue in a differentvay.Linking
R&D with business expertismhances the solutions that are generated dmad of leverage

expertise in the business that R&D don't necessarily have and experience in the business,

Linking R&D expertise and business expertise has been very beneficial for the company. As
there is a dedicated R&D aréa@at isconstantly doing research, researchicugrent

behaviour, global behaviour, and the local markets as wdltlile in the process created a
culture and an envonment that is completely supportivef blue sky inovation in

brainstorming and thinking where the entire organisation is involvedéldusiness model
innovation process. .As at the end of the day the best people to solve problems are the
individual staff members who are working in their specific spaces. Thus leveraging expertise

in the business that R&Bo notnecessarily haveand exgrience in the business.

Another effective lesson that one may dramer Financial Services Provider C is the

structured and disciplinedpproachto business model innovation with cycles and timetine
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and having @ompkmentarycollaborative culture anénvironment that fostesinnovation

in an effective way. Such collaboration could come with enormous challenges in teans of
infinite feedback cycle where things never get done. Hence collaboration needs to be done
in an effective manner that creas@n optimised balance between effective decision making
and allowing space for getting blue sky ideas and real kind of novelty innovations coming
through. The discipline fdinancialServiceProvider C is supported with the uncommon
practice of setting the lanch date even prior to having a product idea. However in some
case the structured disciplined approach to continuous business model innovation could
lead to complicated product offerings as such companies should always be striving for

simplicity, ensuringthat while new offering are innovative they are still simple for the user.

AkeylessonthanaybeRNJ ¢y FTNBY (GKS O2YLI yeQa | LILNEI OK
is the use of a dynamic approach to pricing in such a manner that pricing is used as both
behavioural change tool and as an acquisition téok exampleas opposed to offering

customers a standardised prideusespricing as a behavioural change tool by offering a

client a discount upfronand adjusting the premium up or down based os@sated

positive or negative behaviours.

l'y FTRRAGAZ2YLFE fSaazy GKIFIG 2yS Y@ RNIXg FTNRY
innovation relates to the importance of stakeholder relationship management in a-multi
stakeholder business model. This is gaitie one of the fundamental factors that

contributesto successThis view is reflected in the following quote

oEssentially if one stakeholder is losing that model eventually collapses because for
something to be sustainable you need all your key stalkieins in the model to

derive value from the model and in life insurance our key stakeholders are obviously
us as a company, our clients, our advigtrat is] the intermediaries who sell the
products and society at large. So that's why it's very imporianus in this model

that every single stakeholder derives vatue.
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4.8 Conclusion

In conclusion in this chapter the context within which the research questions will be
answered was presented. In so doing a detailed discussion of each of the case studies is
offered. The discussion is based on the collected data using actual participant quotations to
support the dialog. Moreover in each of the sample companies the company history and
business model context overview is presented. In addition the business nmoaefation

drivers and business model components are sketched. These examination of the case
studies concludes by outlining the business model innovation and approach and the lessons
learned in each case. Based on this discussion one may argue that thesenae

similarities and difference between the sample companies in the ICT and those in the
financial services sector. Hence this presents an opportunity to make some comparisons
between the sample companies in these sectors in continuing to set the $oeaaswering

the research questions. The next chapter will present a cross case comparisons of the

sample companies.
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Chapter 5: Cross case comparing ICT and Financial Services

5.1 Introduction

A comparison between the cases studies in the ICT services and Finanitasssectors
presents an interesting vievout the discussion on the comparisons need be treated

with caution as the sample was small and the findings may not necessarily be true regarding
all the companies in these sectok$owever, itpoints to aeas of interest that could be
investigated further. The case studies comparisons are pro\adeshd the areas of the

business model innovation process and redesign, business model components and business
model innovation driversAs this a key element iouilding theory from case studies with
Eisenhardt and GraebngP007) suggesting thatheory development processesed to be
reportedwith transparent description, particularlyegarding how the theory was inducted

from the dataincluding the description of crossase comparisoand techniques

The comparisons are based on the density of codes on a particular tlasthe large
numberof quotations associated with a code may indicate the strong evidence found for
the code. Thus code density is used as a proxy for measuring importance. The companies
are examined on the business modehtext,business model innovation drivers, business
model innovation process, business model componamd business model redesign

approach.

5.2 Business model context

In revieving the business model contexhe businessnodels of the sample companies are
perceived to be differentiated from those of competitoto varying degrees. The ICT
serviced INB @ MiReSeNtEati@n appears tdocus onprovisionof customisedproducts and
serviceswhile financial servicetocusedon the uniqueness of produstind servicesThis
maybe attributed to the fact thatwhile the companies in the 1CSectorwere providing
products that are supportetly servicesand mostly focusing on thieusinesso-business
area,those in the financial sector provided a variety of services ranging from different
banking products and insuraneservices in Ausinesgo consumerenvironment. The

business model challenges faced by the ICT companies included scalability of sedices
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the low barriers to entry and the intensifyimpmpetition with some case partners
becoming competitors and th#@ilina pric€eroding margins from the product business
modelswhile Indian companiesvere eroding the margins on the services business models.
In the financial services castudies thebusiness model chaihges included the global
financial meltdowrhaving resulted in some of the case studies to increased regulatory
compliance requirementgspecially fothose companiethat are owned by foreign
companies. Competitive pressure are also said to be increasihgew players such as
retailers entering thanarketand thegrowth of direct distribution in thensurance
companiesFurthermore challengesegarding existential crisleading to business model
innovationand changes in the global markets were discussed only in some case financial
services casesdies Theabstraction level of the business model ranfesn a very

detailed product level, the business level and the company level to the much aggregated
industry level(Wirtz et al., 2015 Thebusiness model leveliscussions indicated that in

both sectors there watcus atproduct level, company level as well as in the industry

specific business model level.

5.3 Business model innovadn drivers

Both the external and internal drivers were havengimpact in the ICT anfihancial
services companie3hese are market, technology, regulatory ardanisationafactors In
particular, technological advancement was regardeshn intensedriver in all the case
studies and specifically incremental technological advancementh&iCT services
companies the market factors in terms of competition were regarded as mtestse,
thoughin one of the case studies thperception was thatvhile the company monitors
completion competitive pressure were natsintenseas the market was big enough to
accommodateadditionalplayers.The erosion of margins by the/ Kpvigefand the
erosion or margins by the companies from Indiasof concernto the ICT sectqrthough
one of the participant$J2 A Yy 1 SR 2dzi GKI G RSALIAGS GKS LINBas
case they were focusing fomaarketthat requires customised services as reflect in this

quote:

dn the technology space it is interestingchuse thethinaprice that you refer to
Aay Qi ySO0S:adnokdseof techidblaykal ih hature. For exampkeas
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an agency offer the service to build big websites we charge a premium price for that
servicebut if you want to you can anglo and build your website for fréé w0 NA G S 8
your own blog or go can go WordPress and setup your own blog or go to Google
bloggerX wy®U\NBN set your own site with tools like wikis the tools are there that
make it free.TheChinaprice is already tére in the sense that there are cheaper
ways.But there is big premium being put just on methodologically customising your

platforms and technologies to suit your negdg copy a cookie cutter setup.

In some of thdCTcase studies the changing custonmereds were perceived as moderate
This waither because the customer needs were changilogvlyas the products and
services were linked to legislation that changes only ondiwéyears or because the
company was providing services to customers veheseds do not changadicallywith
change reviewed on easeby-case basis. However, in the other case stualdgpite

providing services in lusinesgo-business environment the changing customer needs were
seen as intensdn contrast factors relatingo competition were perceived to be intense in
the three sample financial services companiesh the contributing factors being new
players coming into an industry that is already has intense competaiod ashifting basis

of competition The markeneeds interms of changing customer needs were said to be
intense in the twdinancialservices companies and this was attributed to tfeed to serve
the unserved custometis both cases andhe need to address the current consumer needs

while forecastingwhere thingswere movingin the other case

In reviewing the technologic#ctors while one notedthe incremental technological driver
for business model innovation in all the case stugies effect of disruptive technological
advancement was seen amsportantin only one of the ICT sectoompanieswith the other
case reflecting that disruptive technolpwas not a driveras technological advancement
occurs over a period Wi the trends for the past 10ears in ICT having remained slightly
incremenal. In the other case study there were conflicting perspectives in the different
divisions with the participant from one unit viewitige disruptive technological driver as an
intense driverand the other unit participant suggesting the company workslsinessto-
business environment that would not take a risk on disruptive untested technologies but

would prefer stable technologies.
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Regulatory factware an additional driver for business model innovation in the case
studies. In particularegulatoly factors concerninB-BBEEIPmanagementPOPEaNnd
regulatory compliancen general The overall regulatory factoppear to have been more

of a driverin the financialservices case studies, In particul&BBEENd IP management
beingmore intense ad regulatory compliance being major only in the financial services
sector. The regulatory compliance importance for financials services may be attributed to
the fact that regulation in the financial servi¢apecifically insurancaffects the products

and services directly as indicated by this extract from one of the participants

dlt genuinely impacts the entire business from you know the compliance of
everything you do, tax implications of all the products, the different licences that you
need and itipacts your marketing. It impacts your distribution channels. The design

of everythingb €

In contrast the prominence of POPI was particularly relevant for the ICT secioowsby
the following extract

GwS3AdzA FdGA2y L GKAY ] 8 @ayingMiBoRdzhinkiPORIg 2 F (G KS
going to change the way that South Africans treat information but what we have not
recognised s that there are many other countries that have a similar kind of act.

Europe and America has its own version as well samatitinal companieX ® Y I y e

of thesecompanies that are multinationals whereas before they thought they could

centralise that informatioa

Organisational drivers present a view on those internal organisational factors driving
business model innovatioThese consist of staff quality, entrepreneurial leadership,
innovation culture, growth aspirations, existential crisis and aligning the business model to
GKS O02YL) yéa N5tafaquality, erffrépiededial feadérshiyp ans growth
aspirations wee substantial in driving business model innovation in both the ICT and
financial services sectors. However, there were additional factors in the financial sector that
were indicated to be keyncludinginnovation culture, existential crisadaligning he

business model to the compan@sasons for existence
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5.4 Business model innovation process

The business model innovation procesexamined form the main steps of the-2M
business model innovation process stepgemain steps in the process include
mobilisation initiation, ideation, integration and monitoring. The sample case studies in
both sectors maye said to dedicate more or less the same efforbusiness model
innovation implementation steps. This could signify the importance that both sepiace
on the implementation of business model innovation projects. In examining the other steps
one may suggest thathile there isamovetowards a structured process withne of the
sample companies having a structured process and an annual launokinébs model
innovation projectsand another company in the ICT sector gdimgpugh the training of
executives towards moving to a structured process and in addition the confainyg
business modahnovation experiments that are undertaken irsabsdiary companies and

later brought irto the mainstream

5.5 Business modelamponents and communication

The business models in both sectors may be visualised in terms of the four categories of
WhatQHowQHow mucand WhoQWhat(roversthe value propogion, and how such
value is differentiated. Thi#owCxonsistsof the key partners, resource and activitidhe

Wdv muchCrovers the costs, revenue and pricing and #hoCeak with the target
customer and relationship3.he business model componerappear to offer value in
visualising the compani€business models. Howeveme of the companies in the financial
sectors articulated the need to visualise riskparticular theWwhoCxouldaffectthe

intended value proposition.

5.6 Business model redesigapproach

In the business model redesign approach the key aspects are the complexity of the
approach which looks into whether or not one or more components of the business model
were innovated. Additional issues with the business model redesign approachea
approach that was followed by the comparggarding the complexity in relation to the
number of components that were redesigned and the nature of change as to whether the

focus was to incrementally change or disrupt existing business model. Theaapgn
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addition deals withhe focus that is placed on business maal@nmentfollowing redesign.
The importance of alignment was articulated succinctly by one of the participants as

follows;

{2 AT AG KFayQil 320 | RalYusiyeds nodeF®@is AG A A
2yS 2F (K2aS GKAy3a (GKIFG e2dz KIFI@S G2 3Sd

The focus on business modetakgnment and complexity appears to be similar in both the
financial services and ICT sectavkile there is marked variability the design appobees
Thee appears to have been marked difference between the sectors and such difference
may be attributedo the fact that in the financial services case studies one was already
adoptinga structured approach to business model innovation with annuldaes while all
the other case studies were using an organic approach to business model innoG@rieoaf
the sample cases in the ICT sectowweverwas moving towards having a structured
approach. Another potential factor that mde contributing is tle extent of the busiess
model change in terms of whethéne approach was to incrementally evolve or disrupt

existing business models.

5.7 Conclusion

This chapter compares the ICT and finamnsgaVicessector case studiesaution must be
exercised due tohte very small number of case studies that were used. Howéver
comparisonsnay beof value in terms of providing foundation for undertaking a more in
depth study to examine the potential similarities and differemcehow companies in these
sectors nanage business model innovation to compete in a changing environment. The next

OKI LIJGSNI LINBaSy(aresilt« S NBaSI NOK aiddzReQa
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Chapter 6: Research results and discussions

6.1 Introduction

The researclobjectives areachievedoy answering the researajuestions and thelata are
organised according to the conceptual research model. Accordingly, the data analysis
investigates the research questions, which correlate to aspects of the conceptual,model
namelybusiness model components, visualisation, and communication eshelsign
articulation, understanding, communication and redesign as well as business model
innovation drivers and business model innovation process. The resebjettivesare

answered using the thematic analysis approach that was present€tiapter3.

The table below depicts an over view of the results as discussed in the findings and cross
case comparisons anfbllowed by a detailed presentation of how the research objectives

were achieved and the research questions answered.
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Table6-1:

Case study results and conceptual framework

Case study A

Case study B

Case study C

Case study D

Case study E

Case study F

Why and how business models
are articulated

Modelling is done o create shared
understanding and support
focusing the business and using the
busines model as reference point
and stick m house anology is used

Business modeliis graphically
depicted to visualised direction
and give a road map for
navigation and map the
relationship when
communicating with new
partners. Some units use
business model canvas others
use value chain

Communicate the business
model and assist custommers to
identify Broad Based Economic
Empoerment opportunities and
the business model canvas is
used

Communicated with
presentations as a knowledge
sharing sessions regarding
where the company is moving

Depending on the auidience
different methods are used o
communicate the business
model

Depending on the auidience
differant methods are used to
communicate the business
model

Components that are used to
visualise the business model

What:value offering and
differentiantion, how: key activities,
resources and parthers whilst how
much, cost, revenue and pricing
wa s not modelledin the house
anology it was regarded as an
impor@ant basis for business model
innovation

'What value proposition
anddiffe re ntiation, How key
activities. partners and
resources. As well as how much
revenue, costand pricing. Who
customer segments,
relationships and channels

‘What value proposition
anddiffe rentiation, How key
activities.partners and
resources. As well as how much
revenue, cost and pricing. Who
customersegments,
relationships and channels

What value proposition
anddifferentiation, How key
activities.partners and
resources. As well as how much
revenue, cost and pricing. Who
customer segments,
relationships and channels and
component who will content

What value proposition
anddiffere ntiation, How key
activities.partners and
resources. As well as how much
revenue, cost and pricing. Who
customer segments,
relationships and channels and
component who will content

‘What value proposition
anddiffe rentiation, How key
activities.partners and
resources. As well as how much
revenue, cost and pricing. Who
customersegments,
relationships and channels and
component who will content

Business model innovation drive

Marketintense competition,
moderatechina price, moderate
changing customer needs,
Technological:massive incremental
innovation and disruptive nota
driver, regulatory: BBEE moderate
and |P mangment maybe in the
future, Internal : Intense
Entrepreunuria leadership, Intense
staff quality intense growth

samiratisn

Market: intense "china price” and
intense changing customer needs.
Technological:intense incremental,
lconflicting views on disruptiveas a
driver, regulatory factors: weak |P
management, POPI o become
inense Internal: Intense
Inspirational leadership, intense
Staff quality.

Market:moderate competition and
moderate changing cus wmer needs.
Technologicalintense incremental,
intense disruptive as a
driver,regulatory factors: moderate
w weak IP management, Moderate
BBEE: Intense growth aspirations ,
intense Staff guality.

Market: intense competition and
intense un-served customer needs.
Technological:intense incremental,
intense disruptive regulatory
factors: moderate | P mana germent,
intens e regulatory compliance with
both local andin some cases global
regul atory requirement Internal :
Intense leadership, Intense growth
aspirations , intense Staff guality.

Market: intense competition and
moderate changing customer needs.
Technological:i ntense incremental,
intense disruptive regulatory
faors: moderate | P mana gement
moderate B-BBEE Intens e
leadership, Intense growth
aspirations , intense Staff gquality.

Market: intense competition and
moderate changing customer needs.
Te chnologicalintens e i ncremental,
intense disruptive regulatory
factors: moderate | P ma nagement
moderate B-BBEE Intense
leaders hip, Intense growth
aspirations , intense Staff guality.

Process used to mange business
model innovation

Organic, ideation sessions

Organic in some units and
structured in some units along
Muobilisation,initiation,
ideation,
integration,implementation
and monitoring

"Organic " and develops as
things go asthe executive
meets reguralrly and once a
year for strategy development

Starts with determining the
customers frustrations with
existing value proposition
following the inititiaon and
ideation and implementation
and monitoring

Seeks to disrupt the market
and follows a structured
appeoach to business model
innoavtion, mobilisation,
initation, ideation,
implementation and
maonitoring

Seeks to disrupt the market
and follows a structured
appeoach to business model
innoavtion, mobilisation,
initation, ideation,
implementation and
monitoring

Components of the business
model that are redesigned

Value proposition component
by having focused value
proposition and dient
segments and value proposition
customisation

Walue proposition customised bg

WValue proposition customised b

How component key activities a

Creating shared value with the
wvalue proposition

Creating shared value with the
wvalue proposition

Lesssons learned

Focusing on getting basics right,
not changing too often, and
unde rstanding financials and
maintaining a balnce between
customer needs and the goods
and services offere by the
company

Balancing business model
innovation between a follower
and adisruptive approach,
measuring business model
innovation performance,having
a technology acumen,
importance of communicating
‘the business to various
stakeholders and making a
distiction between business

The importance of
understanding Broad Based
Economic Economic and
Economic Empoerment impact
on the business model and the
promine nnee of understanding
the compan's busine ss mode|
and moenitoring business model
innovation drivers

Communicating the business
model differently to different
groups, importance of
leadership, value of business
model adaptation

using a collaborative approach
that links the company's R&D
with business expertise,
adopting a structured approach
to business model innovation
with annual launch dates, using
dynamic pricing to change
customer be haviour. Managing
relationships in a multi stake-
holder business model to

using a collaborative approach
that links the company's R&D
with business expertise,
adopting a structured ap proach
to business model innovation
with annual launch dates, using
dynamic pricing to change
custome r behaviour. Managing
relationships in a multi stake-
holder business model to
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6.2 Researclobjective 1. Explore why and howbusiness models
articulated are

The reasons for articulating the business mogdatsording to Schmitt et al. (20043 to
represent business models forma#ly that business modelsay becompared and
evaluated to reveal strengths and weaknesthat would serve as input in subsequent
business simulationg:urthermore sucharticulation andvisualsation with ontologies
facilitates business model communication within@ganisation(Borch and Stefansen,
2004). In some of the case studigthe business model wasticulated so as to facilitate
communicating with stafénabling shared understanding of the employees at all levels as

indicated by this excerpt from participanhe:

oQur big business model vision we are drewgtick man figure housvith a] little
blockaN2 2 ¥ | y RVelhavé&edrnNihicéted that to all our staff and if you ask
them[the] question aboufwhat is]our business model they will draw you the exact

same picture, everybody gets it and everybody is on the very same page

Participantfive highlighied the importance of communicating the business model with
employees as follows

oOncewere had been able to populate our business model canvas it was very easy
Whenwe interview people our induction program we usually induct them on the
business model on the one pagso basically communication of the business misdel
G SyaNE e

The business model was seen as a valuable tool when communicating with potential
business partners and assessing the business value that they would bring to a company.
terms of clarifying the business value that each partner would be bringing to the business
model as well as how the partner will be compensated for such the value... This benefit of
visualisation of the business model when communicating with exterawdhprs is reflected

in the following quotatiorfrom participant twa
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LY FIOG L &dufdnigs aimantilheseamdziiew sompanies from India

that want to do business in South Afri¢dsing the business model canyasi quickly
realisetheyacdzl € t @ ¢l ya G2 G pésausdored youdzadtly Saa | gl
map the partnership relationship to see who is bringing what and who is getting

what in the relationshiyou see that what they want is just to take our business

awayfrom us¢

The articulatio of the business model with the business model canvas was perceived to be
of importance in enabling customers to document and visualise their own business models
and identify the different types d8-BBEpressure Such that the customers understand the

business case fa-BBEE&Nd EE and fully comprehend the business case. This is supported

in the illustration belowfrom participant five

O0We also showed the business modahvasto [the customers tohelpthe customers
understand theB-BBEEMpact on thé business model so they must be able to point
out where there is &-BBEEMpactand it is very easyou will findthe B-BBEE
impacteither on the demand side of the business moaoiebnthe supply sideFor
exampleyou gotB-BBEBpressure on the denmal sidewith the customersideare
pushingfor B-BBEEompliance failure to meet thie-BBERpresssure could result in
the companylosing customerbence losingon the]revenue sideAnotherexample is
a B-BBEHmMpactaround key resource§or example ithe mining industryB-BBEE
could have an impact on the renewal of the licence whiaek @ne of the key
resources is a miningrailure to have a business case could reslut in loss of the licence
which could collapse the entire business niodeX & 2 sO&u usk tfieh S
business modeb have a business conversation arolBBERot an impromptu
but conversationgabout] what is the impacof B-BBEE&Nd EEon the business
Y2RSt ®¢

Visualising business models was seen as way to achieve simplificatioramstshthis

guote from participant three

G2Stf AG IAGSE LIS2LAS || Qgradatralidrzy 27F
navigate at times a very complicated businessnce nodelling I think process

modelling and business modelling are very imporantithout the modelling you
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do not get to trial run somethingou are going to do, as much as models do not
always represent the way things are implemented but gives you an indiadtion
gKIFG &2dz Oy SELISOG (GKS Y2RSt (2 LINRBRdzOS¢

Articulating the busings model also presents an opportunity to focus and define itself more
precisely as indicated by this qudr®m participant five

A

G.FraAl0rtte &2dz {y286 dzydAt tA1S wnmn 6S 1y
we didn@have a proper tool we just usedroecommon sense to come up with the

model of our business, but since we were exposed to the waéidlexOstewalder we

started then applying it to our business so that we can define ourselves much better

X The benefit of using the business mochatvasprovidingis very short succinct

picture of our business modelonwhichi A & @SNE Sl aeée (2 O02yySC

An important point when communicating the business model is taking into account the
various audiences to whom the business model is communi¢atethe methods used to
communicate the business model should be suited to the audiefw=e views are
expressed in the following extract from participaixwhen the question was asked how

the business model is communicated in the company

G{ 2 S U @h8questiod idad Which audience? So you communicate the
business model in various ways depending on who you're communicating to and

we've got various audiences

In terms of howa business modek articulated anumber of approachesavebeen

identified for visualising business models using a literature revig& most common
approaches fowisualisingousiness models were the overlapping ontologies of REA,
e3Value, Business Resource Event Agent (REA), e3 valBesindss Model Ontology
referred to asBMO(Andersson et al., 200®ecreus and Poels, 20dBdirisuriya and
Johannesson, 200®ijpers and Gordijin, 200%amavi et al., 20Q0@r business model
canvaswith the business model canvasthg mostcommonly used for visualizing business
models(Almedia and Frias, 20R9-urthermore the useof Archimatewith business model

canvas has been proposed to link business models to enterprise architecture with business
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models representing strategic aspewthile architecture models capture operational
aspectglacob et al., 201 aswell as modelling riswith an enterprise architecture tool to
extend e3 valuefor probabilistic setting in assessing the collaborations under consideration

within the business mod€lohnson et al., 2033

In the case study results seem to support the view that the business madeés is the

most common tool forvisualisingpusiness models as it was used in some of the case studies
while REA, e3Value and Reference Ontology were not used. Howetle case studies

the other approaches that were used by some participants irehhé value chain and the
house analogyin addition using the business modeanvasas a communication tool has

some challenges dkere are various stakeholders to wimthe business model is
communicated and the business model viability in the variadiences may need to be

tested to determine its suitability.

In terms of examining business model ley®rtz et al(2016 suggesthat the abstraction

level of the business model ranges from a very detailed product level, the business level and
the company level to the much aggregated industry level. It seems there might be potential

of another level or integrating philosophy aspeatdshe company levehsbusiness modsl

are in some cases perceived as a philosophy guiding the business erxlging that the

O2YLI y&Qa O2NB LJzN1l}2aS | yR ardaickey &spedwheh 3y (2
approaching business model innovatj@s illustrated in the following quotérawn from

participant eight

G. dzii @2dz aSS -durbése nibgelisiour®ilisindss nuRiel

wouldn't say we're innovating a business model per say. So everyone who joins the
company goes throughwaeek induction where the business model is explagieeh

OKFG o6daAaAySaa Y2RSt (GKIFG a2Nl 2F Aa GKS 13

In addition at the product model or the service modlet business model was not perceived
as the business model but rather as the servicaaipreflecting the different perceptions

of what exactly is a business mogdes illustratechere by participant three
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G2S 4SS UKS ¢gK2fS o0dzaAySaa 2F aSNBAOSA | a
model thereare different types of delivery of saces and the model of delivery is
different in each instance but that is not the business model but the operational

Y2RSt F2NJ RSt AGSNAYy3I GKIFG LINIG 2F GKS 0dza

In summarybased on the research results business models are visualised to support
communi@ting the business model to the various stakeholders. In some cases such
communication is supported with the business model canvas or a housing analogy as well as
any other diagrams thatompaniesandviable for communication business models. In

addition vsualising business models assists in assessing the value the potential new partners

may contribute to the company.

6.3 Researclobjective 2: Determine thecomponents that are used to
visualisethe business model

According to Chandrasekhar (2008) previaesearch has ended with confusing business

model components. In this paper the business model components are identified from

previous studies on business models and business model ontologies. According to Anderson

et al. (2007) a number of ontologies haveeln developed to state precisely what to include

in business model#®\lmediaand Frias(Almedia and Frias, 20pBighlight thatOsterwaldéNX2 a

(2004 specification is the most complete and comprehensive work thalts the

O2YLRyYySyida FTNRY adNIdS3e ftAGSNIGIzNB YR 32543
lists and synthesises the different conceptualisations to reveal the nine components

(Almedia and Frias, 20p9hese nine component were grouped into the four categories and

reviewed for relevance in the case studies.

These four main groupings of componentsHaQWdwQHow muchand WhoQwere used

to visualise the business model. Howevarone of the case studies thBow muctQ

component was not used when visualising the business model but understanding financials

gl a NBIFINRSR a | {S& FIFOG2N GKindbvatvg y i NRA 06 dzii S
successWhile it was not included in the business model visualisation it was taken into

account to effectively manage business model innovatianthermore, based on the

sample case studies one may argue that in visualising the businefsuthgrouping of
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business model components illustrated belavay beof value. ThéHowCzomponents

might depict the key activities, key partners and the resources that are involved in creating
the value. ThéHow muchCzomponent might possibly show the staaspects, revenue

aspects as well as the pricirandthus will indirectly indicate the profiispecs. Although

the current four categories seem to have potential in visualising the business model
another aspect that might be of interest that seemsboverlookedis the contention

aspect regarding the new business maodg&intention was regarded as one of the key
components that must be addressed with a business model as reflected in the following

participantsixquote:

G{2 @e&2dz If gl & Zlf Kquedtdn eveh in la Bukiness 2nddilBnnovation
who will contend this, who will not be happy with this and if they will not be happy is
there a reason that they will not be happy. Or should it be universal to everyone or is

the product biasedlf it is biased is it an acceptable type of bias

In summarythe business model components thate used in the sample companies closely
resemble those that are identified in the & (i S NJ (OstdRvaNdD, 2004BMC.In

visualising the business models some of the sample companies are using the BMC and those
that are not BMC are using diagns such as the house ontology, value chain and other
diagrammatic representation and all these may mapped on some of the components of

the BMC. An interesting point in terms of visualising business models was highlighted in one
of the sample case stueb that suggested the need to include as a component who would

conterd the value proposition as part of risk management in the business model.

In concludindousiness model components that are usedsisualisehe business model are
inclusiveof the groupin terms of the value proposition that is offered to the customer as
well as how such value is differentiated. Furthermore the how part of the business model
relating to the key activities, resources apartnersas well as the how much component

that cowers the cost, revenue with the modelling of pricing as an additional component that
could be added on the how much group as pricing hgeeatbearing on the business

model. The other group of business model components that are visualised are the who in
terms of the target customer, channels, relationships within the various target market

segments with an additional componeidtentified from the research as who could content
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as this may negatively affect the business model as isdsebetween Uber and mter

taxis in South Africa currently.

6.4 Researchobjective 3: Examinethe drivers of business model
innovation?

Accordingto Senaet al.(2010 business model innovation drivers are mostkternal and

in the current study the internal drivers were identifiediagortant. The external drivers in

the case studies included market, technologeadl regulatorywith the internal factors
comprisinggrowth aspirations quality of staff and leadership. The influence of each of these

drivers is briefly discussed in tparagraphghat follow.

Market factors in terms of customer needs are identifieddaiving business model
innovation as thehanging customer needs are a result of the increased access to
information and commoditisatiofChesbrough, 20Qdohnson et al., 2008aeece, 201D

and the opportunities to serve the userved astomers(Johnson et al., 2003dn the

sample case studies the marKeattorsdriving business model innovation were

competition, the need to serve unserved customers and changing customer needs. In the
next paragraphs | briefly discuss how each of thifeséors drive business model innovation

starting with competition.

Johnson et.af2008h identify the need to respond to intensifying competiticiie shifting
basis of competition and fending défw-end disruptors. Some of the sample companies
were front runners in their market but were still faced with fierce competition driving the

companies to innovate their business models as shown by these extracts

Partcipantoned Ly 2dzNJ Ay Rdza iNE GKSNB FINBX | f20 2
are in the top six digital agencidas]the market is moving into a space where the
G2L) mp 3SYOASa Ay GKAA O2dzyiNEB NS 3I2Ay3

Patcipantfour:a , S K L GKAYy{1l 6S IINB FIKSIR 2F GKS

the game and there is a constant battle of staying ahead and it is the battle of
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winning the customers over to your platform but there is definitely clear competition

andweOSNI I Ayt & LINARS 2dz2NBStE @Sa 1a o60SAy3a I 1

Participanttwo: a L 'Y (F f { A y Bypekcondettion, hyyercBoldd an® F
hyperconnectivity. Mobile phones are giving us thygerconnectivity, new business
modelsthe@ 2 3f SQ& | NB 2 FF SN yhiperzdnpadtibrOHyger O K G |
competition is giving us what | chyperOK 2 A OS ® ¢

Partcipantseven ¢And with that has come quite a lot of competition and margins

that these organizations have typically chargedlémding have come down quite

considerably as the competition has increased and so much so that we have found

OKFG GKS LINAOAY3I A& Sydewerd gffectvbly fdrded/dutydpfOA | £ £ &
the market by the banks who were falling over themsetoedo the debts, in my

view, at suboptimal marginé

Participant one din the technology space it is interesting becausetiaaprice

OKFG 22dz NBFSNI G2A 08¢ Q¥2NBO00AaAaBNRFREISNKAR
TheChinaprice is already the in the sense that there are cheaper ways. But there is

big premium being put just on methodologically customising your platforms and
technologiesas opposed to havin@ cookie cutter setup. There is a market needs

I OdaAG2YAESR FiGSyiArzgyé

Participarteighta { 2 A F @2dz £t 221 G 2dzNJ O2NB 06dza Ay S
competition in the insurance spageerce competition in the life insurance space

FYR AY (GKS FAYyFYyOAlFf aSNBAOSa alLl OS¢

GL YSIYy O2YLISGAGAZ2Y A& |t &lusirgthéfels@NIOS S A (0
competitors. Mobile companies sell insurance, retailers sell insurance. So while it's

not necessarily direct competition it still competes for a share of a wallet of the

receivers; so it is shifting, | wouldn't say it's intensifyiagause it's always been

AYyiSyasS odzi AU RSTAYyAGSte aKATGA YyR AGUA

L 3IdzSaa e2dz YAIKG alée GKSNB FFNB az2vy$sS aKka

more you know it's been dominated by intermediated distribution chtminere's a
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growing direct distribution play which | guess is different and different players | think
you know, many different types of companies are doing insurance now compared to

K2g Al dzaSR (2 o0So¢

The¥hina pric€lsindicated as one of the key reass companies undertake business
model innovationIn so doing companiesiove from commodity producing areas of an
assembly and outsourcing crisis generators to specialist services and crezdsay
products and service&een and Qureshi, 200G he presencef the €hina pric€ln
outsourcing was nonajor but rather an erosion from théndianbasedcompaniesas

reflected by the two extracts that follow

Partcipantthree: dTheChinaprice ts outsourcings not significanabout so we

supplySouth African people to run large South African companies systems and more
than that we run South African companies that are based on the African continent

but we run them we supply the bodies thatr&h$ A NJ L ¢ aSNIBAOSad { 2

matter.

Participanttwo :06So margins are being eroded in a lot of cases the Indians are
eroding the margins in the services model and the Chinese are eroding matgms in
product model so the value add has to coover and above the products and

ASNUAOSE 6KAOK YSIHya RAFFSNBYGAFGAZ2Y Aad

Having examined how competition is driving business model innovation | will examine how
the changing customer needs are driving business model innovatenintensity othe

changing customer needs was shared as follows lgparticipant:

Participanttwo & ¢ Ktense drivers are the changing customer needghe.
business model is very much what is the problem you are looking at so biggest
challenge today is addressitige client needs because of the Hyper choice it is the
hyper choice but even with this hyper choice there are some probteiersns of
addressinghe customerdiggest problem and addressing the customers biggest

problemcorrectly.
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Furthermore, there waa perceived relationship between the market factors in terms of the
changing customer needs and technolo@yanging customer needs and technological
advancemenare perceived to be interlinked with competition as custorsadoptnew

technologiesasillustrated by these quotations

Partcipanttwaa L 'Y (F f { A y Bypekcon@pdtition hygercBoitd an® F
hyperconnectivity. Mobile phones are giving customgyperconnectivity, the
Gamglesare offering services that are creatingpercompetitionand customers are
faced with hyperOK 2 A OS @€

Participant three:d ¢ KS OKFy3Ay 3 Odzaidi2YSNI ySSRa | NB
as the customer adopts technology we will then provide services so it is an intense

driver of business model innovatd thinkour models change based on changes in
G§SOKy2ft238 X ¢KS OKIy3Sa G2 (GKS 2LISNI GA2Y
has allowed the change to happen and because we are a service business we are in
support of technologies that are there and the takgand demand of those

GSOKy2ft23ASat¢

Technological advancement has been identified as a driver for business model innovation
(Casedesutasanell and Ricart, 201Teece, 2010Wirtz, 201). In additionPwC(PwC
2012)identifiesfour key technologies that have converged to drive innovatimamely

social networking, mobile computing, analytics, and cloud computing

In a similar manner the case studies identified technological advancement as a driver and
examined how the four key technologies that were driving business model innovation in the
case studies. Christens€997) classifies technological advancement as either sustgiimn
which includes incremental and radical advancements that seek to enhance existing value
proposition or as disruptive by initially underperfor@f particular interest to the research
studywerethe differing views regarding the potential impact of wiptive technological
advancement that drives business model innovation in the company as shown in the

guotationsbelow?

Participanttwo: d 5 A A NHzZLJG A 2y Ay |ff AYRdZAGNASAE 3F2AYy
Skype destroyed the telephone industry
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The opposig view was that

Partcipant threedDisruptive technological advancement is not likely as we operate
in an area of large enterprise orgaationsthat would not allow that level of

disruptione

Partcipantoned Wdza i y 2 0SS 2y (KS R é&rdptiadiediedy P&n 8 A RS
be misleading the word disruption speaksutacontrolledchaos disruption is if the

economy suddenly blows up tomorrow there is going to be a lot of disruption in this

country if this happens. Disruption very seldom actually happéns consequence

of 30 to 40 years of all kinds of issues and ultimately it ended up in the disruptive sort

ofad | 4Sp¢

Technological advancement was seen as even more an intense driver for business model

innovation in the provision of ICT servicesllstrated by this quote from anothenterview:

Participant threedSo generally because we are a service business we find out that
we tend to follow the lead inventors in the IT industry so as an example most services
are spinoffs from new inventions iterms of technology so you cannot create cloud
services without the technology being an enabler to the creation of those services. So
the changes to the operational process is based on how the technology has allowed
that change to happen because we aresavice business we are in support of

G§SOKy2f23ASa GKFG NS GKSNB FyYyR GKS GF1S

While technology was seen as a driver for business model innovation it was highlighted that
technology may pose risks using as an examplabo®dia as highlighted in the excerpt

below:

Partcipantnine:a { 2 G SOKy2f 23 Aa lFtoaztdziSte SYLRG
enabler of business model innovation across product process everything that we do.

At the same time technology is also possks to the business you know then at the

end of the day when you get something wrong you due to technology the risk is

bigger too. Social media that type of thing, puts a massive spotlight in everything

that you do and so it holds you to higher standaitibrings that spotlight and
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microscope on every single piece of the business more so than it used to be in the

LI a4 {2 Al LzaKSa &2dz KINRSNJ G4 GKS al YS

Social media has been used in some s&s@einvent the channels that were used to

acquire astomers and building customer relationship as indicated by the quote

Participant 5:6 C2 NJ dza G KS 1S& RNAGSNI gl a GSOKyz2f 2
you know if you look at our business model our channels were primarily we used to

do a lot of exhibibns marketing channels where we would do IPM exhibitions. We

would do print media. We would do all the stuff and so eventually we would realise

that those things were not impact full so now we are on linkeso when someone

starts phoning us we tell tme we have a platform on Linkeédy &2 GKI 01Q&4 K2 g
connect with our market. So basically in terms of reinventing our business model it

has been primarily around channels and customer relationsfop&know that is

basically these two parts have changedtgu lot in that you know we connect to

generate sales via Linkstid a

In addition to social media mobile was another technology that was perceived to drive

business model innovation in the case studies

Participant 56 L Y S | y& evérgtilink fs Biobiléhese days so we're trying to
Y2@0S Ay { Kindbile R zoBouelyiggXve do. So we're giving a-real
time feedback is we've seen dramatic impact on how that changes behaviour and
drives behaviour.It enables you to track data on a whole neel;levearable devices
as well as mobile so this whole trend towards wearables is very exciting and you

1y26 A0 3IAAGSE dza | 00S&aa (G2 S@OSYy Y2NB RIOF

Another technology that was regarded as a key driver for business model innovation in

some case studies wasaita analytics

Partcipanteight: a 5+ G Fylrf@dAa0a A& oKIFG 6S I NBI ¢
like right at the top. Data analytics plays a big part into your business mbugel
SOSNEOIKAYADE
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The doud was perceived as an intense driver in the 1GVicges as illustrated by the

following extract

Partcipant three:"The big change in IT industry at the moment is cloud computing
that has enabled the delivery of ICT services to be on demand, highly scalable and
oAftftlFotS 2y RSYIYR o0l arnat

However in the financial services provider cloud computing is perceived as a moderate
driver for business model innovation as highlighted in the next quote as while it is important
in terms of providing efficiencies for the company it is not necessarily a driver fordsgsin

model innovation.

Partcipanteightt LU R al & Y2RSNIGS Ay (G4SN¥xa 2F o6A3
provide efficiencies and capabilities that is important but | wouldn't say it's

important€

Soseet al. (2010 suggesthat the business model innovation drivers were mostly external
In the current research study the internal drivers were founde meaningfullydriving
business model innovation and in some casere found to be the key drivers for business
model innovationwith their impact even moréntensethan external drivers. For example
in one of the cases the main driver was existaintrisis as illustrated in thparticipant

sevenquote:

GL YSIyYy S | OGdzatte KIFEIR y2 OK2AO0SI AT 4S5
you can't just carry on just like a broadsheet if you don't have an electronic platform

you'll never survive. lekise with us we had a product that very quickly became

priced out of the market that was not competitive as a result and which no longer

made us relevant. So at the risk of standing on the street corner with a cardboard

sign giving handouts, we had to cermnp with a solution but that's the nature of our
0dzaAySaaszr oKAOK O2YyaARSNAYy3I A& | NBfIGADS
dzi Ay Saaode

(@]

Anotherorganisationafactor perceived to be driving business model innovation across the

case studieswas KS O2YLI yeQa | aALIANIGAZ2ya FT2NJ ANRPGUKT
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Morris et al. (2005 that companies thatimto generate income, grow opgculate
business models are most likely to pursue business model innovation to support their
growth aspirationsThe sample companies in the research were aiming to grow and the

growth aspirations were identified as being key to innovating the existisgnbas models.

Leadership was identified as another internal organisational fastioing business model

innovation as indicated by these extracts from different participants

Partcipantoned ¢ KS f S RSNAKALI 2F (GKS 2N&sWe\al GA2
are all entrepreneurialve have the desire of being in control of our own destiny and

building this businesses that people can remark on andh&seguys know

something that is quite good. So there is also a shared value specifically within the
leadership and it filters down. And the shared value consist of sincerity being humble
about what we do but having exceptional work ethic in terms the service you deliver

FYR GKS ljdzZ-tAde 2F GKS g2NJ o€

Partcipantfour: dThe magic happensithin inside the pople and thévelieve and

GKS AYALANIGA2YyLFf fSIFRSNAKALI AYaARS @K 0

Participantsixa! YR L GKAYy]l (GKS oA3I3ISadG LINROESY 3
business models is that leaderskipat it comes down to is if you've got CEQO's you

arethere to put out fires and gehvolved right at the end like to approve things. You

don't get that sort of innovation coming out whereas if you have goE® who

takes the lead on it, sets the direction is part of the process you end up with a
differentculture in an organisatioh TKere's a huge premium on leadership. Yeah,

a2 Alba Iy AyiSyaS RNRAROBSNWE

In additionto the leadershipghe quality of staff was perceived as an intense driver with the
quality of staff being regarded as the key to business medetess athe same business
modelmay beimplemented in different companies and yield different result based on the

people driving the business model as illustrated in the quote below

Partcipantfour:d , 2dz Ol y AYLIX SYSy &G GKSifférantyS o0dza Ay S

companies and have completely different results. The magic happens within inside
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the people and théelief and the inspirational leadership inside the business model.

A business model and the structure do not give you suquesgle give you Suess.

So as long as your business model has the right people on the right seats and being
YSIFadz2NBR O2NNBOGfe FyR 0SAy3a FSR Ay GSNX¥a

A similar view regarding the importance of quality staff is illustrated in thigaott

Partcipantoned ! YR (G KS &S 02y Retafk Waalvayy shy iehdvd S A a
this bus that we are driving and we need to get the right people on thsitiung on

the right seats on théus. Thalriving force is outeam without that we would ot

KFogS | odzaAySaa Y2RSt o¢

Theimportanceof regulatory factors in driving business model innovation is highlighted in
Bouwman andMaclnnesg2006) with Wanget al. (2009 suggesting that besides trade
liberalisation due to deregulation IP issues are dgvbusiness model innovation with
companies. In the case studjémwever, IP management was not regarded as an intense
driver but rather general compliance and legislation around POPI as discussed in the next

paragraph.

¢ KS Gt ht lwas passed oattikKNovember 2013 is expected to haeimpact on
the way information for multinational companies will be managed as indicated by this
participantii K NBuUSt® &

G L GKAY]l AG Aa 3F2Ay3 G2 OKFIy3aS GKS gl e 0
we have not recognised is that there are many other countries that have a similar

kind of act in Europe and America hasoi version as well so multinational

companies like some of our customer that could centralise information | think it will

become incresingly difficult and it will change the way that our business work we

will keep the information for the South African operations here for Nigerian

operations there for European operations there and how you aggregate it as a

multinational group willhaved 2 ¢y OKI ff Sy3S3a o¢é

Based on the discussion business model innovation drivers in the case shajidxe

categorised into four main groups ofarket factors, technological advancement, regulatory
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factors and internal organisational factorhese drivers ahthe elements of each driver

are illustrated inFigure 6.1

Business
model
innovation

Sustaining technological
advancements

Disruptive technological
advancements

Social media

Technological
advancements

Mobile technologies

Data analytics

Cloud computing

Figure6-1: Business model innovation drivers

In concluding and providing an answer to how this objective wagaetlione may suggest
that business model innovation is driven by both external and internal factors that may
either be intense or weak. In the case studies in particular, technological advancement was
regarded as an intense driver in all the case studiad, specifically incremental

technological advancement. In the ICT services companies the market factors in terms of
competition were regarded as most intense, though in one of the case studies the
perception was that while the company monitors cortifien, competitive pressure were

not intense as the market was big enough to accommodate additional players. The erosion
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2T YINHAYya o6& (GKS W KAYyl LINAOSQ IyYyR (KS SNPRa
significant ofconcern tothe ICT sectorin addiion in the ICT sector in some of the ICT case

studies the changing customer needs were perceived as moderate in others the changing
customer needs were seen as intense. In contrast, factors relating to competition were

perceived to be intense in the thresample financial services companies, with the

contributing factors being new players coming into an industry that is already has intense
competition, and a shifting basis of competition. The market needs in terms of changing

customer needs were said to litense in the two financial services companies and this was
attributed to the need to serve the unserved customers in both cases and the need to

address the current consumer needs while forecasting where things were moving in the

other case.

6.5 Researclobjective4: Determineprocess isised tomanagebusiness
model innovation

A process for managing business model innovation to compete effectively is continuous
because over time, business models diffuse and business models become homogeneous
thereforeto compete effectively companies need to continuously innovate and sustain the
business mod€lChesbrough, 20QMahadevan, 2004. In a similar manner the case study
companies were adopting a continuous approach to business model innovatien
companies adopted eithrean organic or structure approachhe following extract from

participant onereflects the organic approach that was used

GLGQA OSNEB 2NHFYAO AY yIlFida2NBE 6S R2 y2i4 KI
interested in applying a structured process it happangsnically by keeping our

fingers on the pulse and seeing how the business is performing and how the

financials are doing .What the areas of opportunities are looking adde&akir

business modelling we do not have a structured approacfindeghat when tere is

too muchstructure itA Y KA 0 A (1 & ® ¢

However there were some companies that were striving to move from an organic to a

structured approach with training on the business model innovation process as one of the
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main topics covered ithe two-day executre business model design workshops. These
business model innovation processmaybe mapped directly to the 4M business model

innovation framework.

Chesbrouglsuggestedusiness model maturity levels aonjunctionwith MooreQ @014)
suggestion othe introduction of organisational practices aimdprovements irfollowing

the five-level Capability Maturity Model Integration (CMMAjith the varying levels of

process contrh management, documentation and standardisation, quantitative
managementnd optimisation could serve as valuable in understanding the organic and the
structured approach to business model innovati@me may argue that at the initial stages

of company itroducing business model innovation practistile their business model may

be differentiated the processthat are followed may be less structured

According tch & (i S NJ & Pidgh&iIA) the mobilisation phase serves to create
awareness on the need for business model innovation, bringing people from diffeaets

of the company, motivates for business model innovation and presents an opportunity for
sharing knowledge on business models The naiditiplinary aspect mobilising for business
model innovation seems to be a theme that was echoed in the samphpanies as

illustrated by this excerpirom participant nine

G, 2dzdNB ONAY3IAYI AY & Ylye LIS2LXS |a LRa
not like one person in front of a computer, it's more collaborative, we wrap the

G NA2dza alAffaoné

The mobilsation stage is followed by the initiation stagecording-rankenbergeet al.

(20139t0 0 KS AYAGAFGA2Y LKIF&aS F20dzaSa 2y dzyRSNEGI
current business model and the ecosystem that comprises customers, suppliers,

competitors, universities and government. In some of the cdsdies an extensive

initiation exercises were undertaken as show this extract from participant four

G, Sa ¢S KI @S GF1Sy GKS adasSLia ra L FffdzRSR
was quite an onerous process. So what happened was we haedlyough that

exercise we have adopted six sigma, lean, a couple of this processes to help us guide
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us through the process. And after the fact find we ha interviews with a substantial
amount of peopleand | think we did 300 influential interviews justtear what is

working and what is not working an matched that up

Another key aspect in the initiation step was the understanding the culture when bring
technologies from elsewhere into the financial servinewket where the perceived failure
of Mpesa andsrameemmodel in the South African financial services were attributed to

failure to understand the cultural context as shown by this quote

LY oFlylAy3d GKSNB A& G2ya 2F SEIFYLX S&a 6KS
Africa and Mpesa as an exare@nd in Kenya it was a mobile payment platform and
everybody liked it. The model worked because there a lack of banking

AYFNF a0NHzZOGdzNBE Ay YSyeéel X& ! yR LIS2LIX S ySS
Africathere is neshortage offbanking]infrastructure.Henceculture plagd a

Fdzy R YSYy (I f ArdeBedDé&a@mple i$ thaDaf theNGbameen model of

promoting entrepreneurshipvith hundreds and hundreds of millions in micro lending

people do not pay back so banking gets ladled with impediments asl ideids and

there again a great model, a great innovation but the success of it is depended on

Odzt G dzNB ¢

The initation stage as suggested by Frankenberger €G3 needs to focus on developing

an understanding afhe current business model ecosystem that is inclusive of customers,
suppliers, competors, as well as universities and governmarstitutions. Moreover

developing an understanding of the business model ecosystem should take into account
understanding the culture within which the business model will operate as suggested by the
empirical éta. Understanding the customer maye achieved byadoptingZott and Amif a

(2015 approach of understanding how the customer uses the products and services and the
problems customers face when buying or consuming the services. Another key activity
within the initiation step is understanding the current business m@8ednkenberger et al.,
2013 and the evaluation ofk S OdzNNBy (i o0dzaAySaa Y2 RWiftzQa aiNB
2011), Inaddition, a stakeholder analysis needs to be undertafdhbers, 2010Meertens et

al., 2011 Zott and Amit, 201p Meertens et a2011) suggest using a stakeholder analysis

method sypported with relationship mapping, specification of activities and quantifying the
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existing business model. As a final initiation activity shethesis of the collected
information includinghe information from customer observatiomsay besynthesised to
generate a comprehensive and holistic understanding of design challenges and market gaps

as highlighted in Zott and Am015).

Once the initiation step has been completed one may start with ideatiod.i SNB & f RS NI &
Pigneur (2010) suggest that in idea generation, one needs to see beyond the status quo and
explore multiple deas. In some of the case studies ideation used brainstorming session or

tools such as th&hink tank Thursday@nd competitions as illustrate in the quotations,

GCKSNBE NS RAFFSNBYG F2NHzya GKIG FNB 02y
innovaion ideation point of view we us&hink TanKrhursday an internal ideation

sessions basically we look at our existing clients and work we do for them and think

of new ideas for our clients we have our oetrallengesand ask our staff for

helpusto sohe ourOK | £ £ Sy 3Saé o

a{2 I t24 27F NIBas kskdriinsionhiRg réally §etting 20 2 7F
ideascomplete ideation, getting various, getting different stakeholders in different

areas of the business together to try and solve big challei8iagt with Blue Sky

ideas and whittle them dowaventually you kind of move to a more focused kind of
concept and then you iterate the prototype and take it to the various levels of
executives for sigoff and that's the process. In addition to that, there's other

streams that happen so for example you know there's, there are competitions that

we hold all the time&

Ideation in some of the case studies was perceived as to compafkthgee key actions of
ideating by suspending reality, prototyping by bringing ba&ekity and choosing the most
suitable design from a cloud of possible business models that are the prototypes with the
different degrees of the required change and implementation ti@ae of the key

consideration for the ideation phase was the importaraf rapid iteration.

G!'yR AdGQa I NILAR AGSNI A2y G6KSNB SOSNE

stretch it, make it better, debate it with the most senior guys of the company. An
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interesting example of the kind of this rapid prototyping waes Google Glass where
the guy who invented it said that they came up with the idea in 15 minutes. They
took a coat hanger, wrapped it around his head, took his phone, stuck it on, pressed
play and there was his prototype. So the first prototype of *GoGdgess, so it wasn't

like aftersixY2 y 1 Ka 2F wg5§

The idea generation phase will include gobeyond the status quo and exploring multiple
ideasas suggested by & (i S N¥ & Pigh&uiI1a) and the assessment of multiple ideas
to identify how such the changes might affect the other business model components
(Cavalcante, 20145unzel and Holm, 20).3n additian the multiplealternatives would need
to be analysed and quantified using techniques such as sensitivity analysis , technology
assessment and interpolation using best and worst case scer{dexstens et al., 2011

The analysis of the business model alternatives would inafféets analysis of both
positive andhegativeimpacts and undertaking a risk analylgrked to both wost and best
case scenarios arahalysing both the expected investments, expected profit and the

expected brealeven poinfMeertens et al., 20183

In the generation and analysis of alternatives both rough and detailed partial business
model be developed with potential lsiness modes$tructures(Wirtz, 201). In addition
Blani) @004 Yean approackfor experimentation, and gaining customer feedback and an
iterative design approach that builds ortinimum viable produdsing the busiass
modelcanvado sketch out the hypothesis for the potential business modes be

adopted This a similar approach to that proposed4ntt and Amit(2015 of refining and
consolidatinghe variousalternative business models aedaluating the alternatives and
adopting rapid prototyping to narrow down the fundamental clesdor the new business
modelandselectingof a new business model which would then go through an integration

phase.

Once ideation has been completed of nei¢pwould be the integration with business
partners The integration phase is adapted from Hkanberger et al(2013 and will focus
on integmating and aligning the new business models to those of both old and new partners

Such an integration would need to be supported with stakeholders analtsighe
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relationshipsrecognition and mapping suggestbyg Meeterns(2011). Frankenberger et al
(2013F NBdzS GKFG AYyGS3aINIGAYy3I gAGK GKS LI NIYSNHEQ
the management of partners and complexity arises wgitbstantialtime and resources

needed to get buyin.

Implementation of the redesigned business moeldentified by Frankenberger et al

one of the main steps in a continuous business model innovation with Sosna, Trevinyo

w 2 R NJPaddMve#8niur{2010 adding that in reality new business models rarely wok th

first time around, uncertainty regarding viability and changes in market conditions requires

'y SELSNASYGALFf aOGNRFE YR SNNRBNESD® LY fAyS ¢
companies was running business model experiments using a sulgsidiaupporting

business model innovation implementation Sosna, Trevim® R NJPa@dEMiz&niur(2010

This suggests that metrics for success as well as tadeeitontinuous improvement could

be of value. In the case studies this was illustrated by some of the participants who

indicated the importance of setting metrics.

G¢CKS o0dzaAySaa Y2RSt Aa y24 RSNAGSR Aydaz2 |
looked atfrom a measurement perspective so we will now be looking at so if we are

going to do this how are we going to define success for this level or for that Savel

it is about people's behaviour if you really want to get innovation catalysed and

going you hae to have the right mechanisms for measuring successes, rewarding an
incentivising people to certain things because peopléal®avioural people are

measurement rive behaviour and if you get that right you start getting the right level

behaviourg

The nonitoring phase aims to use appropriate tools to monitor both the implementation
and performance of the business mod#lirtz, 201} as well as the business model
innovation drivers. In the case studies the importance of monitoring the new business

model was highlighted as shown by the following quotation

GL YSIy c&imé&weBaungmsygnithing part of the launch specification is
how often do you want to monitor it? How do you want to monitor it? How do you

want the feedback? What are the dashboards that you're going to receive and it

232



loops you back ig is it working poperly? Isn't it working? And if it isn't working
@ 2 dzQNB 3 x hoBAndiitstar® th&whaleiprocess agaBo monitoring is
I OGdzZl £t £t &8 ONMXzOALFf GKSNBU&a y2 LRAY(G Ay f | dzy

Thus to conclude a continuou$2M has a potential for supporting companies to mage
business model innovation to compete in a changing environmErg. main steps in the
process includenobilisation initiation, ideation, integration and monitoring. Such a process
could beeither strudured as in the case of one of the case studies that sets an annual
launch date for the new business model innovation projects launch or organic in case where
structuring the process appears to stifle creativity. Howeaagditionalresearchwould be
neededto identify conditions that are best suited for the structured process and those

favoring an organic approach.

6.6 Research objectivé: studythe components of the business model that
are redesigned

Business modsimay beclassified as simple or complesth Yarivet al. (2015b suggesting
that ample business model innovation maolve a change in one of the components
while complexbusiness model innovation could enitsimultaneouschanges in the various
components of the business model. In the sample case studies while inisstaeces
simple business model innovations were undertakarotherss complex approach was

adopted as reflected in the following differeakcerpts

G{2 olaaolftfte Ay GSN¥Xa 2F NBAYyGSylGAy3a 2dzN
channels and customer relationshiyasu know that is basically these two parts have

changed quite a lot in that you know we connect to generate sales viadkimke

We usdlinkedn to maintain the love so we publish some of our papers through
LinkedA y ¢ &

AVhen we launched it was a price point innovation because there is very little you
can do interms of the technologgA G Q& | LINAOE LRAY (G Ayy20L
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GwS@SyaKIINBE Aa 2yS GKAy3a S RAR F2NJ 2yS O
every time an agent or someone uses this weogetcent for the transaction. We

are now part of the value. This has been so successful that the company now wants
tobuythewholdil KAy 3 FTNRBY dza Y20 dé

G2S R2 | t20G 2F Ayy 2aediandsiyil. Sodvéwolildn® & y 203G C

launch it every yeaits just stuff we would do so the culture of the company is to
apply actuarial minds to every problem and just constantly lookxcellene in
every aspect. So the annual launch of products that's the custtanimg piece; the

How is almost hidden but we strive for excellerseawve develop sort of these actuarial

models from Call Centre to drive efficiency to get us better customer experience for

example. o

Large ICT company revenue generation is based on an annuity model as discussed in this

extract:

G¢KS Y2RSt A& o0FaASR 2y lyydzZAide YSFIyAy3a S
more money. Annuity means you have a contract NDepayy month, so we have
contracts for 3 to 5 years we had some 10 year contacts but customers no monger

sign 10 year contracts any more. So our revenue model is based on attracting
' yydz (& d¢

In addition to the annuity model there are innovative approactesevenue generation

such as shown belaw

G2S KI@S | LINPRdAzOG 6AGK 2yS OfASYyl 2y 6KA
share of the revenue generated around 1 cent every time their clients use the service

and this has been very successful and tieylii | OGdzZ- €t t & ¢l yda G2 o
The revenue share may also enhance the customer relationship as supported by this quote,

G AFS FNBY GKS Odza (2 wr&alle to afferdnd Ndeo & LIS O | O dz
streaming service at no cost but we are sharing inrévenue that they will make

out of it. So they have not expended money to buy the product but any new money

S ONBIGS ¢S &inwintBribotiNdartieX instedd ofiadgrudge sale
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In deciding on whether or not to sell the service often elstéooking at the numbers to

determine the value that Large ICT Company

G2S ITNB J2Ay3 Ayi2 wSO@O { KI mdisedwacoddS f 221 SR
YF1TS Y2NB Y2ySeé AT ¢S 3I2 GKS NBGSydzS &Kl N

In terms as to explaining theomponentsof the bushess model components that are
designed withcompanies either adopting simple complex approacho business model
innovation the components will differ. However, approach theatybe followedcompanies

will take into account the complexity in relation the number of components that were
redesigned and the nature of change as to whether the focus was to incrementally change
or disrupt existing business model. The approacaddition willneed to address the

potential business model alignment challeng@owing redesign.

6.7 Researclobjective 6: Reviewthe effective andin effective practices in
managing business model innovation

A number of effective and ineffective practices in managing business model innovation may
be drawn from lessonkearnt from the case study. One such practice is using a continuous
approach to business model innovation that advocates for a tipping point approach to retire
the old business model. Such an approach would requin@ing the old business model

and the new business mets concurrently until a tipping point is reached. That is a point
where the new business model is generating more money than the old one and at this point
you retire the old business model and swita¥er to the new business modély closing off

the old usiness model. As switch overnight would result in destroying value.

G! O2ylUAydz2dza o0dzAAYyS&da Y2RSt Ayy201FG4A2y L
models running concurrently until a tipping point is reached. That is a point where

the new business modelgenerating more money than the old one and at this point

you retire the old business model and switch offer to the new business model as such

Of 2aAy3 2FF (GUKS 2fR o0dzaiAySaa Y2RSftod ! yR @

new model becauseyouam2 Ay 3 (2 RSaldNRe QI f dzSo¢
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The use of subsidiary companies in implementing business model innovation projects was
suggested as one of the effective practices for managing business model innovation to
compete. In such an instance the business model innovatioject would be implemented
o0& G(KS adz aAi R AtiaNigd S QRF NEvithdhe firgjegtleventually bag

brought into the company. This was illustrated be the following extract

2SS Ldzi 2dziaA RS 6A0K 2dzNJ adtiadve il NA Sa avYl

eventually bring irg

Furthermore, the use of subsidiary companies was regarded as an effective practice for
providing services to the unserved customers. For example Large ICT Company is a provider
of ICT services in the business to bassiconsumer market thus in targeting unserved

market a subsidiary with a business model that is different from that of the parent company

is used. This is illustrated by the following quotation

GC2NJ GKS dzyaSNIWBSR Odza i 2 Y S Nie layey skppodlig I O2 Y
clients. If we want to support the masses we need a different business model. That
business model which | have told them clearly is based on automation and self

service otherwise you need thousands of resources to support that manlat is

not a sustainable model. So our focus new market is ofsBINIDA OS | Yy R | dzd 2 \

In relation to the different types of business model approaches in the target market
segments the identification of the type of relationship the company has thightarget

customer segment was one key issue for manging business model innovation to compete
effectively as business models for one to one and those that are aimed at one to many are
different. Asbusiness models are applicable to each segment wouldifferent as the
relationshipisdue to this relationship dynamics and the pricing and business models around

one-to-many andone-to-one are completely different. This view was expressed as fallows

G L GKAYy]1l AdG Aa |faz2 AY¥akkapjicaylaioedachNI YS K/
segmentthat you are working we tend to segment our market in two -miarket
enterprise customers and the small medium micro customers. Done there we find

that the relationship is one to many whereas in midrket and up the relabinship
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tends to be one to one. Then you your pricing and business models around one to

YEye yR 2yS G2 2yS INB O2YL)X SG4St& RATFTFSN

The effective management of business model innovation to compete would entails a
continuous business model innovation appobh in which the company business model is

being evolved on an ongoing basis. This was illustrated as follows by one of the participants

G¢CKS O2NXB odzaAySaa Y2RSt FT2NJ 2dzNJ O2YLJ yeé
| think that is the view that the ®iness model is bringing in that you might be

making shoes today but you are not in the shoe making business but what you are

trying to do is to solve a customer problem as such | see the core business of Large

ICT company as making money using technotagie

An additional effective practice in managing business model innovation to corepé&és
using business model innovation as a theme to bridge the gaps between the various

organisational units as illustrated as follaws

G2S KI @S 0SSy inthadbwithiall dhy & Miakliyy bnd S
measurement that have been in our company for so many yesogle have built

some islandshey have been so prowf what they not necessarilyant to share or

work with other people and that is true for many maotiier organisationsve have

now build bridgebetween all those silos where there is joint benefit for the guys to
work together and this is the whole theme of our business model innovation project
0 NA y 3 LIS 2 LISt timedt SeBrisKike Wdr datantre infrastructure people
joined forces with the application people so we were able to write an application run
it on our data centre that uses our communication network team to be able to deliver
video over mobile We see a converged solution pullinpeinecessary different silos
together at one offering as such building bridges between those silos where there is

joint benefitfor the guys to work togethes.

Risk managemens an effective practice in managing business model innovation to
compete efectivelyas failure to manage risk in business model innovaiidousiness
Y2RSt Ayy20F GA2y O2 dasshowk bydhs ettract R2 YAy 2§ STFSC
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GLY | o0dzaAySaa Y2RSt Ayy20FaGA2y LINR2SO0 |
have a domino effecta N2 &da® {2 AF AG Aa KlFhayQd 32d4 |
AYGS3INIy¥GSR o6dzaraySaa Y2RStod {2 AOG A& 2yS 2

Pricing influences business model innovation as such the lessons regarding the effective
management of busires model innovation is the use of customised pricing as shown in this

extract

Gt NAOAY3I A& V2 aswetend kodvérk o deSand typé Basis and the

minute you are selling customized offerings 82 A0 A& G@SNE RATTFAOM:
offeriyd (2 | y2G0KSNJ 6SOldzaS SIFOK 2FFSNAY3I Aa
However the company uses sophisticated pricing and guidelines for deviations from

the set price. We using different models as to what we are selling to whom. It is not

always the samand one of the pricing is based on what is being specified by the

OdzaGi2YSNI YR S R2 KIF@S 3IdARSEAYSa FT2N (K

In conclusion some of the effectiapproaches in managing business model innovation
includeusing a continuous appach to business model innovation that advocates for a
tipping point approach to retire the old business model. Such an approach would require
running the old business model and the new business models concurrently until a tipping
point is reached. Thasia point where the new business model is generating more money
than the old one and at this point you retire the old business model and switch over to the
new business model by closing.offs well as ask management is practice as failure to
manage rik in business model innovation in business model innovation could have a

GR2YAY2¢ STFSOI

6.8 Researctobjective7: Explorethe relationship between business
model innovationdriversand re-designed business model componefits

There seems to be a perceiveslationship between business model innovation drivers and
the business model components that are designe@aswman& Maclnesg2006) suggest
that technological factors drive innovation in thesti phase, while regulatory factors are
dominant in the second phase with market factors driving innovation in the third phase.

Such a relationship could not be established using the current case study sample as this
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would require a longitudinal study thatould allow the researcher to identify the factors
that drive business model innovation. Having identified the factioesresearcher would
conduct a longitudinal study to see hdtesedrivers are influencing business model
innovation and the component$at are redesigned in relation to the drivers. An additional
challenge ighat there is an interrelationship between the drivers. For examiblere is a
relationship between technological advancement and changing customer nidedse it

may be of interst to see hown concluding froma longitudinal case of business moéteim
1999 t02004 DeReuver Bouwman & Maclnne@009 were able toconclude that
technological and marketelated drivers are most relevant in the early stages of service
conceptualisationin addition inthese sectional case studies it may seem that whiéh
market factos driving innovation in the third phase in one of the case studies this was not
the case as while the funding of renewable enempy beregarded as a new market in

{ 2 dzli K RefeM@b@ Er@dyy Independent Power Producer Procureegramme

first biddng in 2011 and within the first year of the company participating in this space
such the market phase could have been very close to each other as the market factors in
terms of competition was the key factors that led to business model innovation as

illustrated in the quote below

Ge¢KIFIG KFa O02YS jdzAadS | t2G 2F O2YLISGAGAZY
typically charged for lending have come down quite considerably as the competition

has increased and so much so that we have found that tieengris no longer
FAYLFLYOALfte @GAlLotS X {2 sSU@BS STFSOUAOQSE e
very quick rehink X ®mean the reality is that if we had just sat back and waited for

a second fund to close on the same basis asthe first,fiwbu 6 S 2dzi 2F o6 dza A

6.9 Conclusion

This chapter presented the results from the analysis of collected data thus reviewing the
relevance of the conceptual model in the case studi@salitative software ATLAS.ti was

used to support data analysis withtdanetworks generated and used to provide casgdy
descriptions as well as answer the research questions. In doing so the collected data was
used to present the casg#udy contexts. Such discussions highlighted in each case study the
02 Y LJ y & Q ad biskhéss raoNéevolvgment, the business model innovation drivers as
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well as presenting the business model innovation approach and process in the case studies
and lessongearrt. This was followed by answering the research questions using quotations
from the interviews to support thenalysis. Th&llowing chapter wilpresentthe research

A0dReQa O2yO0fdzaiazya YR AYLEAOFGAZ2Y&®D
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Chapter 7: Conclusions and implications

7.1 Introduction

In this chapterthe conclusion on the research question how companies manage business
modelkto competeisdiscussedThe preceding chapter presented the data analysis in relation
to the research questions highlighting how the data analysis responds to the research
guestions as well as how the findings from the research study relate taquevesearch

thus providing theoretical generalisations of the current research study to previous studies.
The research studgonclusionsare drawn and presenéd and aconceptual framework for
managing business model innovation based on the data anagsidisis proposed This will

be followed by a briefliscussiorof the theoreticaland practicaimplications of the research
study. Furthermore, research study limitations will be outlined and recommendations made

for future research.

7.2 Main findings

The main conclusion from the research stydypported by both the theoretical and
empirical findingsis thatmanaging business model innovation to compete effectiiely

complexactivity with interrelated concepts

Firstly, managing business model invetion to compete entashaving a clear
understanding of the factors that are driving business model innovatsthesetriggers
have the potentiato make the existing business model irrelevant in the markbus the
companies need tononitor businessnodel innovation trigges thatare continuously
changingThese triggersn the current study deviatiom Sosna etl.Q @010 suggestion
that triggers are mostly external but rather suppoBacherern(2012) et al Q diewsthat
triggersmay beinternal opportunities or threats as well axternalopportunities or threats.
However an additional insighgeneratedfrom empirical data suggesthere is an
interrelationship etween the drivers that brings in additional complexitfhus companies
often have to respond to theomplex interrelatedriggers toeither adapt or revolutionise
the existing business modeind in the process thugdesignthe business model

components.
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Secondly, as a response to the triggers companies adopt a continuous business model
innovation process that is either organic or structurélose companies that adopt an
organic process perceive that a structured business model innovation processstitield
creativity while those that choose a structured process view such structure as guide to
ensuring the business model innovation process steps are complete as each step is
supposed to be part of an effective management of the business model innavatie size
and proximity of the business model design team could be a factors that had a bearing on
the adoption of either an organic or structured approach with the case where the team is

small an organic approach having been adopted as reflaotéuk following extract

Al Aa y22a Ylye 2F dz& 62F NR YSSiGAy3 KI LIS
spend the whole day somewhere or whatever like now in Durban we are going to

work on our business

& ¢ Ki& thing of having a small kind of operatiothe fund that | manage is run by
YeaStT yR | O2ttSIF3dzS Ay [ LIS G26ys a2 A
modify our strategy and process by the day if necessary and | then meet once a week

with my colleaguesThree of them are the senior guyghim this business, and once

a week we have a feedback session on how the business is performing, the existing

assets and then and on ad hoc basis we discuss where we need to go and what needs

i2 0SS R2yS®¢

In botha structured and an organic approaaltortinuous business model innovation
process is adopteds Chesbroug(2007) and Mahadevarf2004) haveshownthat over time
business models diffussend become homogeneougesulting in the renewed neefr
business model innovation to enable companies to differentiate their offerimgs.
structured approach the 4M business model innovation procesdapted from
Frankenberger et a(2013 and Zott and Amit (2015as well as Meeterns et gR011])
supported bywith contributions from(Bucherer et al., 201 Dsterwalder and Pigneur,
2010 Wirtz, 2012 could be a relevant framework. The main steps in such a process are

mobilisation, initiation, ideation, integration, implementation and monitoring.

242



Thirdly, the business model components are redesigned in resptthe business model
innovation drivers. Such a redesigs highlighted in Yariv et £2015b could either be

simple business model innovation in terms of onlg@@mponent of the business model
being redesignegr complexwhere two or more components are simultaneously

innovated In the sample case studies both simple and complex approaches were adopted
with simple approaches focusing on innovating value prdams while complex

approaches include redesigning value propositions in tandemdaalivery channels of
revenue sources where a revenue share strategy with customers was addjteske

business model innovatigorocessaccording to Schmitt et a(2004), could be supported

with business model visualisation to aid communication and enable business models to be
compared and evaluated to reveal strengths and weakness that would serve as input in
subsequent business simulations.the sample case studies business model visualisation
was not only used to support communication but in addition to support the assassof

value potential partners would be bringing in.

Therefore, based othesearguments around business model innovation drivers, process

and business model components the research study propose a conceptual framework for
managing business model inndican to compete in a changing environmeiitis

conceptual framework has been conceptualised ugirayious researchspecificalljthe

business model innovation drivedsawnfrom authors such a@lt and Zimmerman, 2001
Bouwman and Maclnness, 2Q@ucherer et al., 201 Zasedesudasanell and Ricart,

2010 Mahadevan, 200AVarolt et al., 2016Morris et al., 2005Sosna et al., 2010 eece,

2010 Wirtz, 2013 andbusiness model inn@tion process4l-2M synthesised from
Frankenbergeet ald 2@13 4l-framework supported by the Zott and Anf2015 desgn

process model to elaborate on the key activities undertaken in eachastd@daptedwith
contributions fromh & ( S N¥ antl Rdh&UK2@10); Wirtz(2011) and Buchereet al.

(2012. The business modebmponents conceptualisation is informedyd S NI antl R S N &
Pigneun2010 supported with scholars such dshnson et af2008b), Stéhler(2002 and
Chesbrough and Rosenblod@002). Moreover, the conceptual framework hagen

reviewed for relevance in the sample case studies in the ICT and financial services sectors in
South AfricaThs concepual framework for managing business model innovation and its

elements is now briefly presented.
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7.3 Proposedconceptual frameworkand theoretical and empirical findings

The argument in this research study is thanaging business model to competiectively
in a changing environmemomprises three main concepts that are interlinked. These

concepts ardusiness model innovation drivers, process andiness modetomponents.

Theresearchstudy contributes to the body of knowledge managing business metl
innovation to compete effectivelyn a changing environment. In particular the study uses
theoretical comprehensions and empirical data to generate insighthi@e interrelated
concepts of business model innovation drivers, process and business aoodebnents.
Thusthe studyprovides a theoretical basis feurther explorationhow these elements
contribute to managing business model innovation to compete effectively in a changing
environment.Furthermore, the theoretical contribution on the busineesdel components
extends to both the communication of the business model and the comp@mpgsoaches
to business model innovation. Hence the research study, by examining the three
interrelated concepts of drivers, process and components with the busmesel
communication and approaches to business model innovation presents a foundatitirefor
identification of additional elements that are core to a comprehensive understanding of
how companies manage business model innovation to competgaphical reresentation
of the conceptual framework is depicted below followedddyrief outlineof the particular
contributions of the study in each of these elemergtarting with the business model
innovation driversThis conceptual frameworkas been revisedral takes into account
external and internal business model innovation drivers that do not only include growth
aspirations but internal factors of leadership quality staff and existential crisis. These
proposed conceptual framework with the three interredat concepts of business model
innovation drivers, 42M business model innovation process and the business model

components is illustrated below.
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Business model innovation conceptual framework

Qw companies manage business model innovation to compete effectively?

1

Drives 9

Business model innovations drivers

Martket factors

Business
model
Innowvaticn
drivers

Regulatory factors

1

Continuous 41-2M business model innovation
process

¥ B B

Re-designs

VWhat value is
offered to the
customer?

ALU
PROPOSITION

HOW

s
K HOwWW7? MUCH7

Who is the target customer (segment)?

How is the values
proposition
created?

How much
revenue is
generated?

Figure7-1: Business model innovationanceptual framewok compiled by the researcher
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7.3.1 Business model innovatiairivers

Business model innovation or triggaeray besubdivided into either external or internal
(Buchere et al., 2012Sosna et al., 20)@&ndsuch drivers may be divided intoternal
opportunities and threats or external opportunities and thre@Bsicherer et al., 20)2The
existing literaturefrom (Alt and Zimmerman, 200Bouwman and Maclnness, 2006
Casedesudasanell and Ricart, 201Mahadevan, 2004Teece, 2010Wirtz, 2013 on

business model innovation drivers focuses on the external drivers. However, theseraee
studies highlighting the importance of internal factors relating to growth aspiratiplosris

et al., 200y and resource¢Bucherer et al., 20)2vhich aresupported by the empirical
results and in additiothe empirical reslts identifyimportance of both leadership and staff
guality as echoing themes in the sample case studies regarding contribution to business
model innovation succeskispirational leadership inside the business model is regarded to
be key.Such entrepreaurial and inspirationdeadershipcreates a culture that fosters
innovation while empoweimg each and every person in the business to add value. In
addition the leadership should create an environment that supports blue sky innovation and

successfullyntegrates business functions and R&D functions.

In conjunction with leadership, staff quality emerged asgeworthy driver with the view
that the same business model mhg implemented in different companies and different
results. As there is a need ave the\tlght(people in theltights seatSwithin the business
models which implies the importance of mapping the requisite skills and resources in
business model innovatiohisentails having the right kind of quality staff in the right
positions, neasured andncentivisedcorrectly. In additionsuch quality staff should be
empowered to change things to address custonBisstrations and must feel secure and
not pressured to prove seifhile nonperformance is punishable. Furthermore,

consideratiomeedsto be given tadigital native§that need to be managed differently.
These are market, technology, regulatory amwdanisationafactors In particular

technological advancement was a driver that was rega@egh intense driver in all the

case tudies and specifically incremental technological advancem@nbther internal
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