BUSINESS MODELS GUIDING CO-DEVELOPMENT
Abstract

We examine as a process the relationship betwesindas models and value co-development
in a business-to-business setting, with the expieatdhat business models guide interactions
such as coopetition and allow actors to engageotdevelopment projects. We address the
research questions of: (1) How business modelseguigraction and adaptation in business-to-
business settings; and (2) How business modelsneestablished in association with a variety
of business units, and as to how such configuratfanction. Researchers have established that
business-to-business settings are characterizeidallyp by interactions among actors, the
exchanges of goods, services and rights to useuneessy and multiple forms of business
organization extending beyond firms to include simiithin firms, business relationships, nets
and networks. These are a volatile mix of elementonceptually and practically to include
cooperative and competitive moments — and at vegiavith the stability and coping that actors
often achieve. Business models can allow for doattbn among these elements, for instance if
actors identify the models with multiple forms afganization. Furthermore, researchers have
presented evidence of actors understanding busmedsls as a kind of organising resource for
exchanges, interactions and relationships. We dpvelir argument by examining through case
study research a set of exchanges and durabledsssielationships associated with a large
utility company as it operates in the UK. We fitlét actors attempt to develop their exchanges
into sites of co-development, combining productsd aservices under competitive and
cooperative forms of exchange. Business modelsrbeastablished as a form of practice over
time with different degrees of clarity and deliktéya, with actors drawing upon these to guide
their exchanges and interactions.
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INTRODUCTION

Business models are becoming a significant contstinagt an emergent unit of observation and
analysis among researchers and practitioners (Ghggiv & Rosenbloom, 2002; Zott, Amit &
Massa, 2011; Mason & Mouzas, 2012; Coombes & Ngigl 2013). While researchers do not
generally identify an organization with its busisesiodel, the latter are nevertheless often
studied within the boundaries of a single firm. cSwa focus and its analytical and practical
association between model and firm risks missimg@essary aspect of business models — their
need for flexibility and adaptability to tackle tibhallenges emerging from a network of related
companies, to include suppliers, customers, congpgficollaborators and perhaps regulators.
Furthermore, we expect that business models will becus of interaction and co-development,
such as with coopetition, among firms in businesbtisiness settings involved in emergent and
durable business relationships (eg., Gadde, 2@02; Hakansson and Ford, 2002; Baraldi, et al.,
2012). Recent studies discuss the need for an read@ of how business models develop,
beginning with an understanding of the models asptex process in which they are created and
operate in multiple settings (Doganova & Equiem-&ét) 2009; Mason & Spring, 2011; Mason
& Mouzas, 2012).

Studying business models in business-to-busindtisgseraises the questions of: (1) How
business models guide interaction and adaptatidruginess-to-business settings; and (2) How
business models become established in associatibrawariety of business units, and as to how
such configurations function. Business models céfliee ‘content, structure, and governance of
transactions designed so as to create value thrtheglexploitation of business opportunities’
(Zott & Amit, 2007, p. 181). The emphasis on ‘tracigons’ is of particular importance as these
are a form of interaction, and often implicate tienship in business-to-business settings. The
models can be produced and researched in diffesthihgs and with multiple styles of business
organization, to include firm, business unit wittanfirm, project group, durable relationship,
network, industry and market.

This paper examines business models from the petrgpe of a network of actors who forge
links, interactions, exchanges and interdependsncrganized typically as relationships. A
relationship becomes a way of undertaking the ace@ldpment of value between the actors
though the exchange of resources, expertise, kunig@leand experience. This perspective
suggests that especially in business-to-businetgigse the development and operation of
business models necessarily implicates other bssimeodels associated with other actors in a
value network. Value network implies multiple degdencies and exchanges among business
units (Peppard & Rylander, 2006), indicating thapgiers, customers and other external
partners provide resources, goods and servicegmesented in a business model. Business
models in a network imply overlap, interaction goaksibly an alignment of activities and
intentions (Mason & Spring, 2011). Overlaps imptyr@quire a degree of flexibility where firms
attempt to map and utilize the resources availahiein business networks in the knowledge
that some of these resources are themselves tieithnothers’ business models (Strémsten &
Waluszewski, 2012). Customer needs are promingntiany relationships are the locations of
multiple exchanges (Chesbrough & Rosenbloom, 2080&50n & Mouzas, 2012). At the very
least, we expect that business models are dynanicadaptable; they develop through the
interaction of different social groups within thienf, and outside its boundaries — through the
interaction and perhaps cooperation of differemtkedtolders in an organizational network
(Mason & Spring, 2011).



As researchers, we adopted an exploratory caseg sipproach. The paper starts with the
overview of business models literature. It is tielfowed by a discussion of value co-creation
and co-development within the multi-actor netwdrke paper’s contribution to business models
research is motivated by examining their emergeince& business-to business setting, so
allowing us to identify boundaries and the posgibdf alignment within the multi-actor system.
The particular circumstances of this paper’'s casel themselves to a greater articulation and
documentation of standards and specifications, afglived assets, the importance of
operational continuity, and the significant role afregulator in designing means to replicate
what could be seen as feasible competitive outcorbe business models in this case guide co-
development. Through examining the case, we sli@nirhportance of tracing a process by
which sets of business models can settle down mvarall marketing system.

The paper is organized as follows. We examinetiegisesearch to show how others have
explained the emergence of business models, as ithat actors articulate and deploy in
business settings. We then contrast this withveewe of research into co-development, noting
the common role of resources to business modelsastvelopment. We provide an account
of research choices in selecting, development awadyzing the case study of a large utilities
company. We then present findings, in which weoaaot for four patterns of types of co-
development, presenting a marketing system cegtenmbut in no way reducible to the focal
utilities company. In the discussion, we assessettient to which these patterns of interaction
and relationship are guided by business modeldarade these business models with business
units.

BUSINESSMODELS

Business models are receiving growing attentiorh bat the practitioner and academic
research having emerged as a new unit of anal@isegpbrough & Rosenbloom, 2002; Shafer,
Smith & Linder, 2005; Zott, Amit & Massa, 2011). dile is evidence that firms can create
competitive advantage by devising and mobilizingibess models (Mitchell & Coles, 2003),
through innovation (Zott, et al., 2011) and throwgthanced operational performance (Zott &
Amit, 2008).

One of the important characteristics of businesslat®is that they stress ‘a system-level,
holistic approach to explaining how firms “do biess™ (Zott, et al., 2011, p. 1020). To date,
research into business models has centered oirrthad the focal business unit but most models
are also broader in scope characterizing how corepangage in business activities and work
with others (Zott & Amit, 2010; Zott, et al., 201The design or articulation of a business model
becomes a vital process that shapes a firm’s &esvand relationships with other stakeholders,
many of which we can assume are also designin@#diwdilating business models, possibly with
regard to resources developed in common. Simil&hgsbrough (2012) discusses the notion of
‘open business models’, stressing their boundaaywsimg qualities whereby the focal firm’'s
business activities may be regarded within netwoikmultiple stakeholders. They provide
access to shared technologies or common resouncewlddge, and other resources and
capabilities, or those licensed by external pastn@hesbrough, 2012). Business models are
concerned with ‘cooperation, partnership, and joelue creation’, or the complex ‘networked
nature of value creation’ between multiple stakdbd (Zott, et al., 2011, p. 1031). They are not
identified essentially with a specific firm or bosss unit, but are concerned with value co-
development within the net of collaborative act@bret, Kashyap & Wirtz, 2013).



It can be argued, that business models are centpdthe creation and delivery of value for
the customers (Chesbrough & Rosenbloom, 2002; M&diouzas, 2012). In fact, in their
analysis of the literature Shafer et al. (2005ntdg four broad categories of business model
components — strategic choices, value creationievedpture and value network. Value network
involves co-creation of value through the collaltioe relationship between different actors
(Peppard & Rylander, 2006) and represents a netafoskippliers, customers, external partners
that provide additional resources to the firm. EBixehange that occurs within the value network
reflects a fundamental component of the firm’s bass model (Shafer, et al., 2005).

We can further see the two underlying themes inbtli@ness model research: (1) it has the
notion of value creation as a focus; (2) and itaacerned with capturing and appropriation of
this value through the focal firm’s cooperation twitts value network (Chesbrough &
Rosenbloom, 2002; Shafer, 2005; Chesbrough, 200#, £t al., 2011). As such, business
models become an important and durable way in whrais can mediate between value co-
creation. They may be open, voluntary, social cldowith spillovers or externalities, and value
co-development, which is specific to a business wnia contractual relationship between two or
a small number of business actors.

Similarly, within the open innovation literature €$brough and Rosenbloom (2002) and
Chesbrough (2010) discuss that the key purposeisineéss models for innovation is to support
and enable the delivery of value offered by thédwmetogy to the customers. Business models
thereby both drive innovation and become a sulgkittnovation. They can serve as a mediating
element between the company’s technological capabibind its market activities (Chesbrough
& Rosenbloom, 2002; Zott, et al., 2011).

The role of business models in organizing the valewvork is further stressed by Zott and
Amit (2007, p. 181), who posit that business modefkect ‘content, structure, and governance
of transactions designed so as to create valuaeghrthe exploitation of business opportunities’.
The emphasis on transactions is important to thfgep as in business-to-business settings we
are accustomed to assessing transactions andonalagxchanges as distinct and often co-
present forms of making and governing exchanges.

Business models can offer direction for managersepresenting, organising and relating
components of a business or entrepreneurial pléams hvolves: (1) Identifying the value
proposition provided by a business — perhaps tdoggo— opportunity; (2) Selecting and
securing positioning within a market, with the telaship between business units as these form
a value network; and (3) Organizing revenue stregmasand across a value chain, considered
from a focal business unit and in the knowledge tihers are also devising their strategies
(Chesbrough & Rosenbloom, 2002; Zott, et al., 20ddson & Mouzas, 2012).

Mason and Spring (2010) further discuss the thregnnelements of business models:
technology, market offering and network architeetu@hesbrough and Rosenbloom (2002) also
stress that it is not enough to create the valoggsition - organizations need to be able to
capture and appropriate some fraction of the vébtwmehe business model to bring economic
gains. Again, in a business-to-business setting,qiiestion of appropriating value is complex
though still feasible as exchanges are often maltypd embedded in relationships. We expect
that part of the impetus of a business model istabilize and to some extent alienate an
exchange from a business relationship or a commef relationships (Callon, 1998; Araujo &
Spring, 2006).

Thus, in this paper we regard business model astdact or object or resource, which has a
public manifestation, but can acquire a durableligudy holding in place a set of other



resources, required for some business activity boga & Equiem-Renault, 2009). As such, we
consider that business models can enable the fomeediate between episodes of planning and
review, acquiring and combining resources, estaiigsmarket relationships and reputation, and
making exchanges with co-developers including esets1 Business models provide conceptual
advance on perspectives such as the resource-basedpen innovation and service dominant
logic through governance by specifying the orgargztapabilities required of business units in
both holding in place and reviewing a range of @mt@d business activities for creating and
capturing value.

In the following section we will discuss value ceation, turning our attention to the
exchanges and interactions between the collaberpavtners; and co-development, and the role
of business models in organizing the resourcesankdanges.

CO-DEVELOPMENT IN THE MULTI-STAKEHOLDER SYSTEM

Broadly, value creation can be recognized as acgs® through which a user becomes better
off in some respect’ (Gronroos, 2011b). It refleatshift from a ‘market-to’ approach to a
‘market with’ approach where customers have becamective party in the exchange, itself
considered as a time-using process rather thaanadction of relatively brief duration (Lusch &
Vargo, 2006; Cova & Salle, 2008). Value creationplies that we should entertain the
possibility that exchanges are at the heart ofexetbpment and have multiple valuable qualities,
which is not perhaps clear if instead we use tha teansaction’. Active customers or clients
participate in value creation, and the roles ofséh@arties involved expand to include the
development of resources so that many actors eatecvalue for themselves (Grénroos, 2011a).
End-users particularly can be viewed as beingivelgtempowered as they become involved in
the co-creation of value together with companiestiRlad & Ramaswamy, 2004; Lusch &
Vargo, 2006). Cova and Dalli (2009) discuss therkig consumers’ who give significant
value to the objects that are to be exchanged,dmody across cultural, symbolic and economic
dimensions. In the business-to-consumer settingdnsumer-company interactions change the
process of value creation and appropriation movingom being strictly within the firm to
outside of its boundaries (Prahalad & Ramaswam@4R0

In a business-to-business setting researchersdissssed joint processes of developing the
offering through the resources that can becomeedhaxpertise and innovation, or co-design
among the partners within a value network (Luscia&go, 2006; Chen, Tsou & Ching, 2011).
Research discusses the key role of co-developmerreating a competitive advantage through
customer and supplier integration and participatiorvalue creation (Fliess & Becker, 2005;
Pires, Dean & Rehman, 2014). Resources are the oansonnection between business models,
co-creation and co-development. It is worth byigtvisiting Penrose’s (1959) discussion of
resources, in which she argues that for growingdijrresources are so as they become associated
with or connected to entrepreneurial or businessvtir plans, offering productive services.
Growth itself has the potential of releasing furtresources, for instances through organizational
learning and routinizing, contingent upon the dv@aplanning by managers and entrepreneurs.
In other words there exists uncertainty, subjegtiand malleability about resources as they are
influenced strongly by plans. Where Vargo and Lu&f04, 2011) make a very clear distinction
between operant (knowledge-based and active) aathog (inscribed and passive) resources,
business models have the potential of drawing distadrom this apparent duality. Business
models are both: a template inscribed with categoaind directed in agency. We argue below



that resources resist stability and completenessgaheir own material (physical) or socio-
material (durable, procedural or routine) agen@umeng active and imaginative combination
and assembly and exhibiting interaction in spea@ifitivities or projects (Orlikowski & Yates,

2002). Flies and Becker (2005) further add thatn be difficult to control or manage the co-
development processes between the customer antiesuppd we will argue later that business
models may serve as a mechanism to structure éxebanges.

Recent literature further stresses business mdebebility as an important prerequisite of
innovation; it allows the value network to effeetiy identify and respond to market
requirements (Amit & Zott, 2001; Mason & Mouzas12). Similarly, Gunasekaran, Lai and
Edwincheng (2008) introduce the idea of a resp@nsivpply chain, describing the process
whereby organizations are focusing on creatingeagipply chains. Here we also see the
importance of sound partnership and collaboratietmvben the partners and suppliers within the
business network to effectively react to the magket customer requirements.

However Dowling et al. (1996, p. 155) also notestsice of ‘multifaceted’ business
relationships — for instance when a supplier i® @skey competitor. As such, there is also a
possibility of observing both cooperative and cotitppe relationship between the business units,
which participate in co-development, but may actanflict with each other when for instance
governed by separate business models. As sucle ihex possibility of a stable coopetitive
relationship to exist, which involves both coopenmatwhen there are common goals or gains to
be met; and competition, where there is a conéicinterest, and thus involves some kind of
rivalry between the value network actors (Bengts&afock, 2000).

Companies need to establish effective communicatitim others that they deem to be within
their network in order to gain some understanding aegotiate some access to resources held
within the network and ultimately provide soluticascustomers, who could also be members of
the same network (Mason & Mouzas, 2012). This iegplihat resources, or services derived
thereof, are not always easily tradable, given rthestorical, embedded, subjective and
cumulative quality. Companies should allow for geedlexibility of their business networks
with regards to the end consumers and the firmoadber business network (Mason & Mouzas,
2012). For that matter, flexibility could be theeuitable quality of business-to-business activity
within a network as actors come to terms with gegjnaccess to one another’s resources and
deriving user value from that set of resourcestHemmore, Baraldi and Waluszewski (2005)
suggest that resources yield user value and inigtgcto the extent that qualities become
known through exchanges and projects and in whakdevelopment can be considered in a
more radical and interactive understanding. Weassienilar argument in science and technology
studies, for instance in Pickering’'s (1995) exptaoraof material agency. The business models
within a network of stakeholders need to adaptb@rome flexible and are possibly able to
overlap as they seek to draw out valuable senfioes potentially productive resources, which
can be durable and remain partially known in thoselels and plans.

Drawing from the recent research on the role ofvdae network in shaping business models
we aim to explore the multiple sites and versiohshe business models in such business-to-
business relationships and their boundaries. Thle ¢ delineating the concept of business
models or drawing the boundaries of the businesteiiio terms of the focal organization and its
activities can become extremely challenging in lhisiness to business relationships, where
companies are often striving to connect their resgsi and capabilities to achieve greater
business performance. We explore this process ghrdaoking at the focal firm; and at the



separate relationships within its network. This grathereby aims to answer the following
guestions:

(1) How business models guide interaction and adiapt in business-to-business settings;
and (2) How business models become establishesscetion with a variety of business units,
and as to how such configurations function.

The paper is thereby bringing together academearaliire on business models and co-
development. Specifically, in this regards, thiseach draws from the ideas of business model
flexibility discussed by Mason and Spring (2011 dflason and Mouzas (2012) and regard
them as possible durable artifacts (Doganova & &meiRenault, 2009). We address the process
of possible alignment of business models for edfitiutilization of business network’s resources
and capabilities and the process of co-develope@aing multiple actors.

METHODOLOGY

An exploratory case study approach was adoptedadaeelatively understudied nature of the
business models literature. The chosen approadhitaimeously allows flexibility and accuracy
and is appropriate when looking into complex relaships and interactions (Yin, 2003; Baxter
& Jack, 2008). Case study methodology is adopteénwbenerating or testing theory, or
describing various processes and practices (EiseéhhH®89; Gibbert, Ruigrok & Wicki, 2008).
Stake (1998) asserts that case selection can b®die nature and uniqueness of the case. The
utility firm chosen for the research matches thesteria due to the uniqueness of its internal
strategic business units, its interactions witltitstomer and suppliers.

Current research included both secondary and pyirdata collection, and was conducted
over a period of ten months. The documentationigeal/by the organization, as well as publicly
accessible reports were analyzed. The researcheherf conducted eleven interviews and six
observations of external partner meetings, industigkshops and seminars (shown in the Table
1). The chosen method allows for data triangulatistnere multiple sources of data are
combined and analyzed to allow for greater vali@isenhardt, 1989; Tellis, 1997; Yin, 2003).

The theoretical validity of the chosen methodoloigy also supported by the ‘prior
development of theoretical propositions to guideadallection and analysis’ (Yin, 2003, p. 14).
Researchers had prepared a semi-structured intepuietocol to slightly guide the discussion,
but this at the same time allowed flexibility arasmess of the process. The researchers looked
into both explicit and implicit views on the expéar phenomenon. The main discussion themes
were previously identified in the literature andluded issues around co-development practices,
knowledge sharing, exchange and communication pémise through engagement in specific
collaborative projects. The interviews were auddcorded and transcribed, and were further
subjected to thematic analysis to identify the cammatterns within the data. The patterns or
codes represent the instances of co-developmeptesent across multiple sites and evident
through interactions between the key network actms their efforts to carve out and develop
their separate business models through these eyeban

This case study uses theoretical rather than tstatisampling and focuses on the instances of
co-development within a single context — a pubtitity corporation — but across multiple units
of analysis — among the actors in the value netwditkis is necessary to allow for the
replicability of research, and thereby the casesilshnot be chosen randomly as in statistical
sampling (Eisenhardt, 1989). Our study explore®ist cases within the case, which allow for
greater depth and comparison across these assaftwaanalysis (Eisenhardt, 1989; Yin, 2003).



The study further involved multiple investigatorsdasometimes observations and interviews
conducted in teams of researchers, which alloweddalitional perspectives and ideas on the
subject (Eisenhardt, 1989). The Table 1 below shbedieldwork log for the data collection.

Table 1. Fieldwork log

Date Type Position Dl(Jrrn?L')o :
25/02/2014 Observation Utility Firm and Supplieti&hce All day
07/04/2014 Interview Standards & Specifications Kigar 59
07/04/2014 Interview Standards & Specifications@&ist 71
07/04/2014 Interview Standards & Specifications 55
07/04/2014 Interview Asset Manager 70
07/04/2014 Interview Standards & Specifications\Ré&x 55
22/04/2014 Observgtlon & Standards & Specifications Administrator 60

Interview
22/04/2014 Observation Standards & Specificatio_ns documentatjon 60
demonstration

27/04/2014| Meeting - Observation Utility Infrastructure — 4 participants 90
02/05/2014| Meeting - Observation Utility Infrastggtllijés\/Speuﬁcatlons 90
27/05/3014 Interview Head IT Operations 44
27/05/3014 Interview Asset Manager 52
27/05/3014 Interview Purchasing Manager 60
27/05/3014 Interview Capital Investment Deliveryager 75
06/06/2014 Interview Knowledge Management Spetialis 65

11/ 2014 Observation Innovation and Service Worksho All day

We selected respondents and sites for observatiam iemergent way. Our focus was with
the assets group, and in particular the standardsspecifications team. We interviewed the
members of this team, all except its leader volenete to undertake a reviewing role alongside
their main job. Members of the team were experiénergineers, regarded as experts and
specialists by their peers, and with establisheputegions in industry associations and
conferences as well as within the company. Thiswad us an overview of projects and
processes. It also provided us with access ta @itters in the network, as suppliers, in-house
asset projects and operations teams came togethnegbtiate standards and specifications for a
range of sensors, components and subassembliesweéfée able to negotiate observation at
standards and specifications meetings and obserstenss and processes of documenting
projects and standards. We are also able to afiehlic workshops and industry conferences
relevant to our research questions. Upon codimglata we revised our theoretical sampling to
include four key relationships and exchanges, fogra theoretical sample of cases within the
case. Each was a site of co-development, anddidzda to be associated with a business model.
In the next section, we present the study’s maidifigs.



FINDINGSFROM THE VALUE CO-PRODUCING NETWORK
CASE DESCRIPTION

The company in question is a public corporatiorhimitthe United Kingdom utility sector.
The case is explored through the lens of the fooaipany’s interactions and exchanges with the
key stakeholders within its value network. The tifesd stakeholders include supplier alliance,
asset management team, operations team, and ggafat customer forum. The overview of
the value network actors is represented in therEigu

Figure 1. Case Structure — Coopetitive businessioalships

Operations team

7S

Asset
Regulator,
management
Customer Panel
team

"

Supplier alliance

Figure 1 illustrates in a stylized way abstractexhf our observed patterns of exchanges and
business relationships between the four stakehgladrich are discussed in more detail in the
Table 2. The arrows in the structure further shieavlbcations where these exchanges are present,
and identified in the interviews and observatiossepisodes of co-development. The asset
management team as one business unit is repredentbe standards and specifications group
and the procurement group and is responsible foviging investment and equipment for the
operations team. The supplier alliance, anothembss unit, includes designers, consultants,
contractors and external partners involved in @eihg the capital maintenance programme. The
operations team — a further business unit — andupeplier alliance ensure constant maintenance
and supervision of the company’s infrastructureetssand provision of the quality service to the
end customer — the households, as representecebedhlatory customer panel (being a fourth
business unit in our case). In this regards theatipms team can be viewed as an internal
customer to the asset management team, whereasufipdiers are regarded as an external
customer. Both the internal and the external euets provide a guarantee to maintain
operational efficiency and ensure high standardseovice quality to the end customer. The



10

asset management team is concerned with the feogaomic performance and adherence to the
environmental and service quality regulations.

FINDINGS

The key findings from the case study indicate tkistence of multiple exchanges between
the identified business units with a balance betwamsnmercial transactions, internal purchasing
and supply, and non-commercial exchanges. DrawmBgigure 1, we see coopetition formed in
the co-development as dimension of the interactamsng the business units, and in the more
competitive part of these interactions especiallgese these concern the formatting and
distribution of benefits across those interactiohsese exchanges are examples of varying
patterns and episodes of co-development withirvéhee network, which provide benefits to the
collaborators in the exchange. Furthermore, varimssances of co-development emerge in
specific localized clusters within the value net,imdicated in Figure 1. These co-development
episodes seem to be held in place by the sociorimiafactors and practices, each with a
particular character and a recognizable and stphdeess, which had been designed. They
organize sets of exchanges and interactions allhaéh are business-to-business or have direct
implications for business-to-business relationshipee identified instances and locations of co-
development are summarized in the Table 2.



Table 2. Co-development practices in the value agtw
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Asset management team Operationsteam

Asset
management
team

Supplier alliance

Regulator / Customer
Panel

1

Providing investment to th
operations team for the
maintenance and servicing
of industrial assets.

Ensuring that the
documentation about their
existing assets is of good
quality and up-to-date to b
accessed by the internal
and external customers.

Communicating the
framework and regulationg
for the required work.

2
cEstablishing long-tern
relationships with allianc
) partners.

Providing designers,
consultants with
standards & specs.

ePromoting an alliance
among lead suppliers.

Including suppliers in
standards and
specifications meetings
alongside operations anc
asset experts.

Reducing the number of
waivers to agreed
standards and
specifications.

Operations
team

4
Providing the guarantee of]
high quality service and
maintenance.

Proactive maintenance of

3
Customer engagement,
b CRM initiatives.

Consumer prices are kepf
at certain level over a long
period of time.

Maintaining the ‘client
value system’.

Considering the ‘impact of
the business on the
customer.’

Measuring themselves
against customer surveys
in terms of customer
satisfaction.

Customer connections —
ensuring that the housing
developers are compliant

with the specifications.

5

Concerned with delivering
high quality service to the
end customer.

‘Meeting quality starters
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existing assets, and
ensuring quick response t
any issues emerging.

from our regulators’
(Respondent 11).

Ensuring positive
Concerned with keeping customer experience.

costs of maintenance dow

Supplier 6
alliance Sharing knowledge,
expertise and best practic
between the lead
corporations.
Providing resources,
including technical design
and expertise to the focal
organization.
Regulator /|7
Customer
Panel

8
Providing regulations to the Providing feedback to the
asset management team, | organization with regards
setting the standards and | to the quality of the servic
frameworks of service provision.

delivery.

Regulation of consumer
price levels.

Involvement in the
investment decisions.
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Uniqueness of the industry in which the organizataperates shapes the nature of co-
development practices. The results of the studyso important role of the asset management
team in engaging the supplier alliance through ptomy project consortia among lead
contractors (as mentioned in the Cell 2 of the @&)l The asset management team is concerned
with building long-term relationships with the keyppliers and hence delivering greater benefits
to the end customer. It is further evident thaipders are actively engaged and included in
standards and specifications meetings alongsideatipes and asset experts, with the alliance
being promoted among lead suppliers.

There is a strong focus on implementing and comoatimg the standards of work to the
external partners and to the internal customer e- dperations team (Cell 1). The asset
management team’s priority is to inform their castors about the existing standards and advise
them what the approved materials are. Supplierscpate in co-development projects through
providing resources, sharing technical expertiskadvising on best practices of cost-efficiency,
as illustrated in Table 2's Cell 6. The internalsimmer ensures operational efficiency and
maintaining the cost levels low (Cell 4).

Furthermore, there is a constant understandingaakdowledgement of the fact that this is a
planned, accountable and regulated business. Agstieature of the case is reflected in the
overall comprehension of stakeholders’ responsgjbiio one another and the end customer.
There is a prominence of the end customer as dategand co-developer (as shown in Cells 7
and 8). The regulation factor is evident in thegoaonme for modernising and maintaining the
assets represented by the five-year investmentggproved by the regulator:

‘...the vision is to minimize the customer impact pravide a reliable service so we want to
move from being reactive at the moment through grea to being a predictive organization
and replace things before the breakdownRéspondent 11)

There is a regular reference to ‘the customer’ rasnpter of high quality service provision
and investment plans. The end customer or the holdshave a unique presence and position
in the stakeholder network being represented byegelator. Almost acting on behalf of the end
customers the regulator sets the prices, qualigndstrds and benchmarks, and provides
investment. This is also enhanced by a recentlyded customer panel, which enables end
consumers to engage in co-development with the. fifime customer panel has a unique
opportunity to provide feedback about the servicality. It is further involved in the price
reviews for the utility services provided by thegamization and participates in the future
investment decisions:

‘We now have a customer group that is made up toighcustomers whether they be business
customers or private householders and they meetady (Respondent 11).

The regulator is concerned with preserving custsimaterests and improving their overall
experience through forming conditions and stand&rdghe service provision. Taking a role of
customers they would be expecting consistently lhegkls of service quality and adherence to
the standards. Conformity to the framework seth®yregulator and its outcomes is monitored
through the surveys of customer satisfaction. Hetieeregulation can be seen as an attempt to
replicate ideal market outcomes by administratieans.

Finally, there is a strong customer engagementrprogne (Cell 3), demonstrating enhanced
customer satisfaction — both among households asmhéss customers. Given that the industry
is regulated, customers play a vital role in thgutation process. This is designed by the
regulator to mimic some outcomes that could in @ple arise from a competitive market.
Instead, the regulator has formed a customer growpork with it in setting price rises over a
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regulatory period, setting indicators for the guyabf service to be delivered to customers, and
by implications establishing the necessary investngrogramme consistent with price and

guality obligations. Two interviewees drew attentito the role of the customer in permitting

investment in asset projects, and as researchemisumderstood this at first to mean only the
internal customer of the operations team. Only as@nducted out study further did we uncover
the significance of the consumer group and regulatopermitting and so co-developing a

programme in terms of price, quality targets ane&ment programme.

Our findings show four patterns of exchange in \Wido-development is taking place. While
interacting with one another, these are identiéatdnes of discretion as part of a network and an
overall marketing system in the regulated utilitgstting. Hence, the supplier alliance works
with a greater intensity with the asset group,dbset group delivers projects for the operations
group, and the customer group aligned with the le¢gu sets pricing and quality standards for
the operations group and permit investment prograsnfor the asset team. Despite the variety
of these four kinds of exchange and relationship, next assess the extent to which these
support and are supported by particular configanatiof business models.

DISCUSSION

In this section we move from the relationships @&pisodes of co-development outlined
above to the discussion of the business modelsedrmithin the value network. The next
paragraphs will argue that the business model$oanged to guide the co-development and are
hence eventually established in association wiinass units including and also other than the

focal firm.

Table 3. Business models and their core elements

Regulator, Operations Asset management Supplier
customer group group alliance
forum

Proposition Articulating & | Delivering Maintaining assets,| Components,
approving service to designing and upgrading
price/quality specification, building new assets|, within
profile for ensuring especially in water | established
service and maintenance | treatment, achieving assets, or as pafrt
investment. and continuity. | energy efficiency. | of overall asset

replacing.

Safeguarding
public health Advantages in
through sensing, lower
monitoring maintenance,
adherence to the productization,
set quality saving costs.
standards.

Architecture | Becoming In—house Sharing knowledge | Alliance

(marketing formatted as or | maintenance, | across organization, agreements.

system) representing the monitoring, working effectively

customers. sensing. with supply chain,
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undertaking applied
Standards for | research, engaging
customers and | in scientific,
for engineering and
environmental | industry
protection. communities.
Commissioning | Supporting a value
investment network through
projects. procurement and
supply chain
development.
Revenue/benefits | Reporting Continuity of Enhancing quality | Contributions to
stream (in this | quality of service, of service to be standards and
industry, priceis | service to improvements | scheduled over a | specifications
regulated and | regulator, to service, regulator/investment meetings, value
agreed, which | permitting public health period. Designing in in
providesatarget | pricing and and cost savings. productization.
of revenue, from | investment. environmental
which cost quality.
savings may be a
focus)

Our understanding of business models is influergethat of Doganova and Equeim-Renault
(2009), so we take the basic headings of the bssinedel canvass and assess the extent to
which business actors develop plans that are densisvith such a generic model. We find
something like business models being led and ictieig by the four actors of: customer group
(supported by the regulator), operations groupetasgroup, and supplier alliance. Of these, the
customer group’s model interacts clearly with bofgerations and assets, and the asset group’s
model draws in the supplier alliance and to somergxthe customer group. To qualify as
business models, rather than simply durable aridyriateractive business relations, we expect
to see some attempts at shaping and documentsibeshaith reasons and measures. Hence, we
can expect expectations of co-development processbsutcomes to be articulated, so allowing
us to qualify these interactions and relationshgpsomething like business models too.

CAN THE BUSINESSMODEL S GUIDE INTERACTION AND ADAPTATION IN BUSINESS-TO-BUSINESS
SETTINGS?

The case study illustrates a unique situation wkigedocal organization operates in a highly
accountable and regulated environment. The regutidgelops frameworks and standards of
service provision as a way to guarantee positiviketautcomes. This drives the value network
actors to develop business models as a mechaniguide and formalize the co-development
practices. This is clear in the context of an oNerarketing system or network in which co-
development is taking place, with the stakehol@eepting the price as given, and act with an
aspiration of quality, efficiency and cost managetne
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Business actors thus attempt to define, organidestabilize their activities associated with
the patterns of co-development identified in thediings. This is achieved by the actors in
shaping their business models, where the businestelntakes on the qualities of being a
resource. The resource is always stable and enpltyeuide the exchanges. The business
models can be further adapted for example througliffarent configuration of resources, or
practices of product co-development with the cusien The models are thereby seen as
possibly long-lasting and robust devices, which established to guide co-development and
coordinate the relationships between the actorthénvalue network (Doganova & Equiem-
Renault, 2009).

Previous research discussed the presence of neuitifgractions and instances of value co-
production between the different actors in the B2Bironment involved in generating the value
proposition, and the central role of business nwdel this process (Gadde, et al., 2002;
Hakansson & Ford, 2002; Zott, et al., 2011; Baraddial., 2012). This paper further illustrates
numerous exchanges of resources between the actitrs value network, which are driven by
the need to effectively respond to the specifickerequirements. Business models are thereby
used to align and consolidate the exchanges estaiii them into the identified cites of co-
development.

CAN THE BUSINESSMODELSBECOME ESTABLISHED IN ASSOCIATION WITH BUSINESSUNITS
OTHER THAN PARTICULAR FIRMS, AND HOW MIGHT ANY SUCH CONFIGURATIONS FUNCTION?

This case further illustrates that business moebeisnd to the broader business network and
can be loosely identified in association with tipedfic business units. As the network actors
organize the multiple interactions and exchangestime patterns of co-development we see the
eventual formation of overlapping business modebtaracterized by varying levels of
development and planning. Mason and Mouzas (28WLpport this by discussing that the
alignment of business models of various stakehsldererges as they interact. In our case this is
also seen as an interconnected process, whereitliesgctions and exchanges shape and give
form to the business models and the latter beingl@yad to organize, transform and repackage
the exchanges. There is evidence that this maydaditzerate process where the actors are aware
of it, to the extent where the business model gamded as a means and a resource used to
facilitate co-development.

Through the exchanges and contractual relationdbébween the value network actors the
latter with varying degrees of planning and deliben attempt to form the boundaries of
business models relating them to separate fundtemeas. Table 3 illustrates four overlapping
business models, which can be loosely associatédtiae identified business units. They pertain
to the asset management team, the customer, thatiops team, and the supplier alliance, being
all associated with co-development practices amthaxges.

Table 3 also shows the three core components ofbtl#ness models, including value
proposition or potential benefits for the valuewmrtk actors, architecture or marketing system,
and sources of revenues. The identified elememt® s key criteria for comparing the business
models in terms of their degrees of deliberatiod davelopment. Our findings show a slightly
more developed customer business model, whichppated and represented by the regulator.
There is a well-identified value proposition andnéfis delivered through the regulatory
supervision, control of investment and price-sgttaecisions. The importance of the value
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proposition as a core element of any business nt@debeen previously stressed (Chesbrough &
Rosenbloom, 2002; Morris et al., 2005; Zott et2011).

Unlike the customer model, the three other businessels are less prominent and stable. For
example, a much less developed and formalized bssimodel pertains to the operations team,
which is regarded as an internal customer to tigarozation. The operations team is concerned
with providing high quality service and maintainiongst efficiency. Their value proposition is
focused on continuing service provision albeit allgy little flexibility due to the necessary
compliance with the set specifications and envirental and health standards.

The case study shows varying degrees of developofidnisiness models in association with
the four strategic business units. Through the ggeof organizing the exchanges and resources
between the co-developing partners, we expectttigabusiness models will eventually become
defined and formalized, durable and capable ofdedplicated (Doganova & Equiem-Renault,
2009).

Co-development does not need business models aedeschers we are interested in seeing
something like business models emerging among ssctith a degree of deliberation, in a
business setting than interrogating a case to sttawsomething like a business models is ‘there
all along’. We appreciate that co-development irsibess-to-business settings can appear
shrouded in mystery, of how those involved manag@drsuade themselves and their senior
managers to release time and resource for sucHogewental work. Business models are not
contracts for co-development, yet do allow an aléiton of mission, resourcing and revenue
plan, intended to be durable and, especially insn@ss-to-business setting, requiring itself co-
development and negotiation among partners. kghper’s case, its particular circumstances
lend itself to greater articulation and documentgtiof long-lived assets, the importance of
operational continuity, and the significance roféh® regulator in designing means to replicate
what could be seen as feasible competitive outcorirepart these are boundary conditions, but
they also show the importance of tracing a probgsahich sets of business models can settle
down in an overall marketing system. Specificaw, identify four interacting business models,
not one overall business model.

CONCLUSION

This paper investigates the question of value eatesn within the business-to-business
setting, and does so from the perspective of basingdels, seeing these as durable means by
which stakeholders interact with one another. Imtipalar we have added to the evolving
discussion of value co-development within the nekwof key stakeholders who engage in
multiple business exchanges, supported by co-dpwejqractices, both of which become the
subject of stakeholders’ strategic and coordinatiogcerns. We understand these sets of
interactions to be made stable through an awaresfeBasiness models, so allowing for each
unit to adopt a coopetitive approach. The intéoast show a common zone of interests and
concerns, but no single business model dominaRather, business units interact and at the
same time are aware of needs to capture, formaverify benefits relevant to their activities.
For example, a distribution of benefits is addrdsse regulation through setting prices and
investment targets. But in asset management andupplier alliance, pricing decisions allow
investment projects to be approved and instigat@abpetition is manifest in the offer and
purchase both of current utility services, andfionpised enhanced qualities — up to foreseen or
qualified levels — in the future.
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The paper identifies the specific challenges tteteholders encounter and try and resolve in
clearly defining and positioning their business eledn this process of value co-development
due to the numerous interactions and interconneetsdof the network actors. Simultaneously,
we notice the efforts of the key stakeholders toage their multiple exchanges through shaping
and carving out separate business models. We fiatl these exchanges can lead to the
alignment and formation of several overlapping bess models, but not some overall shared
network model.

The main conclusions of the paper are that: Hs$jness models become dynamic, flexible
and robust through use. They emerge and are rafjasda force or a specific resource to define
and guide the multiple interactions and interfabesveen the key network actors, organizing
them into the patterns of co-development. Secorusiness models eventually become
established outside of the boundaries of the ffacalbecoming loosely associated with strategic
business units.

The findings of the paper are limited to a singldustry and organization, although focused
on several cases within the case, where the iteshtlfusiness units serve as four units of
analysis. Future research should examine casemvatlifferent market environment, looking
into the possible factors that could lead to theettgpment of separate business models. Future
studies could adopt a longitudinal design to ex@lbe process of formation of business models
as a means to organize co-development, and thdiipraisites within the value network.



19

REFERENCES:

Amit, R., & Zott, C. (2001). Value creation in Efiness.Strategic Management Journal
22(6-7), 493-520.

Araujo, L., & Spring, M. (2006). Services, prodycend the institutional structure of
production.ndustrial Marketing Managemer25(7), 797-805.

Baraldi, E., Gressetvold, E., & Harrison, D. (2Q1ZResource interaction in inter-
organizational networks: Foundations, comparisod, @ research agendkurnal of Business
Research65(2), 266—276.

Baraldi, E., & Waluszewski, A. (2005). Informatieechnology at IKEA: an “open sesame”
solution or just another type of facility®urnal of Business Resear&g (9), 1251-1260.

Baxter, P., & Jack, S. (2008). Qualitative casedptunethodology: Study design and
implementation for novice researcherhe Qualitative Reporii3(4), 544-559.

Bengtsson, M., & Kock, S. (2000). "Coopetition” Business Networks—to Cooperate and
Compete Simultaneouslindustrial Marketing Managemei29(5), 411-426.

Callon, M. (1998). An essay on framing and overfloyv economic externalities revisited by
sociology.The Sociological Reviev244-269.

Chesbrough, H., & Rosenbloom, R. (2002). The rélde business model in capturing value
from innovation: evidence from Xerox Corporatiotéshnology spiroff companiesindustrial
and Corporate Changd 1(3), 529-555.

Chesbrough, H. (2007). Business model innovatit®:niot just about technology anymore.
Strategy & LeadershiB85(6), 12—-17.

Chesbrough, H. (2010). Business Model Innovatiopp®tunities and Barrierbong Range
Planning 43(2-3), 354-363.

Chesbrough, H. (2012). Why companies should haven dpusiness modelBlIT Sloan
Management Revie#8(2), 22—-28.

Chen, J.-S., Tsou, H.-T., & Ching, R. K. H. (201Cp-production and its effects on service
innovation.Industrial Marketing Management((8), 1331-1346.

Coombes, P.H. & Nicholson, J.D. (2013). Businesdet® and their relationship with
marketing: A systematic literature revielwdustrial Marketing Managemem2(5), pp.656—664.

Cova, B. & Salle, R. (2008). Marketing solutions ancordance with the S-D logic: Co-
creating value with customer network actdnslustrial Marketing Managemen®7(3), 270-277.

Cova, B. & Dalli, D. (2009). Working consumers: timext step in marketing theo?y
Marketing Theory9(3), 315-339.

Doganova, L., & Eyguem-Renault, M. (2009). Whatdisiness models dd@esearch Policy
38(10), 1559-1570.

Dowling, M.J. et al. (1996). Multifaceted Relatitiyzss Under Coopetition. Description and
Theory.Journal of Management Inquir$(2), 155-167.

Ehret, M., Kashyap, V. & Wirtz, J. (2013). Businesedels: Impact on business markets and
opportunities for marketing researt¢hdustrial Marketing Managemem?2(5), 649—-655.

Eisenhardt, K. (1989). Building theories from casedy researchAcademy of management
review 14(4), 532-550.

Fliess, S. & Becker, U. (2006). Supplier integratieControlling of co-development
processeslindustrial Marketing ManagemenB8%1), 28-44. Gadde, L.-E., Huemer, L., &
Hakansson, H. (2003). Strategizing in industriaheks. Industrial Marketing Management
32(5), 357-364.



20

Gibbert, M., Ruigrok, W., & Wicki, B. (2008). Whatasses as a rigorous case study?
Strategic Management Journao, 1465-1474.

Gronroos, C. (2011a). A service perspective onrnass relationships: The value creation,
interaction and marketing interfadadustrial Marketing Managemem((2), 240-247.

Gronroos, C. (2011b). Value co-creation in serviogic: A critical analysis.Marketing
Theory 11(3), 279-301.

Gunasekaran, A., Lai, K., & Edwincheng, T. (20@8gsponsive supply chain: A competitive
strategy in a networked econotlty Omega 36(4), 549-564.

Hakansson, H., & Ford, D. (2002). How should conigsrinteract in business networks?
Journal of Business Resear&%(2), 133-139.

Lusch, R. F., & Vargo, S. L. (2006). Service-donmhdogic: reactions, reflections and
refinementsMarketing Theory6(3), 281-288.

Lusch, R. F., Vargo, S. L., & Tanniru, M. (2009)rfice, value networks and learning.
Journal of the Academy of Marketing Scier8®1), 19-31.

Mason, K., & Spring, M. (2011). The sites and prEs of business modeltdustrial
Marketing Managemend((6), 1032—-1041.

Mason, K., & Mouzas, S. (2012). Flexible businessieis.European Journal of Marketing
46(10), 1340-1367.

Mitchell, D., & Coles, C. (2003). The ultimate coetipive advantage of continuing business
model innovationJournal of Business Strategy, (3% 15 — 21.

Morris, M., Schindehutte, M., & Allen, J. (2005)h& entrepreneur’s business model: toward
a unified perspectivelournal of Business Resear&8(6), 726—735.

Orlikowski, W.J., & Yates, J.A. (2002). It's abdimhe: Temporal structuring in organizations.
Organization sciencel3 (6), 684-700.

Penrose, E.T. (1959he Theory of the Growth of the Fir@xford University Press, Oxford.

Peppard, J., & Rylander, A. (2006). From value rchai value network: Insights for mobile
operatorsEuropean Management Journak(2), 2006.

Pickering, A. (2005) The Mangle of Practice: Timgency and Science. The University of
Chicago Press, Chicago, 1995.

Pires, G.D., Dean, A. & Rehman, M. (2014). Usingvme logic to redefine exchange in
terms of customer and supplier participatidournal of Business Researdh press.

Prahalad, C.K., & Ramaswamy, V. (2004). Co-Creakaperiences: The Next Practice In
Value CreationJournal of Interactive Marketind.8(3), 5-14.

Shafer, S. M., Smith, H. J., & Linder, J. C. (200bhe power of business modeBusiness
Horizons 48(3), 199-207.

Stake, R. E. (1998). Case studies. In N. K. Derm&ilY. S. Lincoln (Eds.), Strategies of
qualitative inquiry, Vol. 2,(pp. 86-109). Thousa@dks, CA: Sage.

Stromsten, T., & Waluszewski, A. (2012). Governaanéd resource interaction in networks.
The role of venture capital in a biotech start-igurnal of Business Resear@(2), 232—-244.

Tellis, W. (1997). Application of case Study Metlotmhy. The Qualitative Report,(3).

Vargo, S., & Lusch, R. (2004). Evolving to a newrdoant logic for marketingJournal of
Marketing 68(1), 1-17.

Vargo, S. L., & Lusch, R. F. (2011). It's all B2B.nd beyond: Toward a systems perspective
of the marketindustrial Marketing Managemem(0(2), 181-187.

Yin, R.K. (2003).Case Study Research: Design and Meth(&¥ed.). Thousand Oaks, CA:
Sage.



21

Zott, C., & Amit, R. (2007). Business model desamd the performance of entrepreneurial
firms. Organization Sciencd 8(2), 181-199.

Zott, C., & Amit, R. (2008). The fit between produnarket strategy and business model:
implications for firm performancé&trategic Management Journa, 1-26.

Zott, C., & Amit, R. (2010). Business Model Desigin Activity System Perspectivéong
Range Planningd3(2-3), 216-226.

Zott, C., Amit, R., & Massa, L. (2011). The Busisellodel: Recent Developments and
Future Researclournal of Managemen87(4), 1019-1042.



