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Sammanfattning 
Under de senaste åren har innovation har blivit ett allt viktigare bidrag till ett företags 
konkurrensfördelar. Betydelsen av tjänster har dessutom ökat. IT och telekommunikation (ICT) 
har kommit att spela en viktig roll i nästan alla typer av industrier. Denna marknad ändras 
mycket snabbt och kontinuerligt. För att bemöta dessa förändringar måste företag som är aktiva 
inom IT- och mjukvaruindustrin ständigt hålla sina lösningar uppdaterade.  
 
Detta examensarbete består av en fallstudie utförd på ett litet företag aktivt i IT-branschen, 
referat till som Digital Marketing AB. Företaget levererar ett system för att planera, sända och 
analysera digitala marknadsföringskampanjer. Digital Marketing AB konkurrerar på en marknad 
som förändras i mycket hög takt. Då nya teknologier växer fram blir de existerande lösningarna 
kända vilket ger utrymme för lågkostnadsalternativ som eroderar intäkter från mer 
differentierade tjänster. Om dessa företag vars intäkter eroderas dessutom är mindre företag som 
inte har samma finansiella resurser som de större företagen, måste de förlita sig på andra typer av 
styrkor. Företag måste även se till att kunna sälja tekniken de producerar på ett sätt som är 
attraktivt för kunden, men som samtidigt är lönsamt för företaget. De måste integrera sin teknik i 
en affärsmodell. 
 
Examensarbetet visar på att Digital Marketing AB bör utveckla sin affärsmodell dedicerad åt en 
specifik målgrupp, och dessutom göra det tillsammans med potentiella kunder för att 
affärsmodellen skall bli attraktiv och konkurrenskraftig. Dessutom visar arbetet på att beroende 
på hur affärsmodellen utformas, kommer att avgöras hur pass framgångsrik affärsmodellen 
kommer att vara. Andra frågor som uppstår i samband med utvecklingen av affärsmodellen har 
att göra med hur tekniken skall paketeras och positioneras. 



  
 

Abstract 
Innovation has become of increased importance to a company’ competitive advantage during the 
past years. Over the years, the importance of services has increased. Information and Tele-
Communication Technologies (ICT) have become a supportive role in almost any type of 
industry. The ICT market is continuously changing at a very high pace. In order to cope with 
these changes, companies active within the IT and software industry needs to unceasingly 
maintain their solutions up to date.  
 
This thesis provides a case study on Digital Marketing AB, a small company active in the IT-
industry, delivering tools for planning, sending, and analyzing digital marketing campaigns. 
Digital Marketing AB operates within a market that is changing rapidly. As new technologies 
emerge, existing technologies becomes known, and low-cost versions of the present technology 
appears in the market, eroding revenues from more differentiated services. Furthermore, if the 
companies are small, and do not have the same financial resources as bigger actors, it is 
important for these companies to rely on other types of strengths. Companies also need to make 
sure that they are able to sell the new technology in a way that is attractive to their customers, 
but at the same time profitable for the company. In other words, they need to integrate the new 
technology in a business model.  
 
The thesis concludes that Digital Marketing AB needs to develop new technology with regards 
to a specific target customer group, but also to work together with the customers in order to 
develop an attractive and competitive business model. Furthermore, the thesis concludes that 
how the business model will be designed will determine the success of adopting a new 
technology. Other issues that arise who have to do with the design of the business model are how 
to package and position the new technology. 
 
Key-words 
Big Data, Business Model, Digital Business Models, Digital Economy, ICT Industry, Service 
Innovation. 
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1 Introduction 
This chapter introduces the background of the thesis, the objective and research 

questions, and also presents an outline of the following the chapters. 

 

During the past years, innovation has become increasingly central to a company’s 

competitive advantage. This owes to increased global competitiveness that has been 

forged due to what is sometimes termed as the emergence of an “Information Society” 

(Lawson and Samson, 2001). The information society paradigm centers on the notion 

that the digital revolution - manifested among others in the Internet- has given rise to 

massive opportunities for creating and distributing new products and services in a 

way that have not been feasible previously. Additionally, concepts such as the 

knowledge economy have had the point of departure that traded services have become 

an increasingly important part of the global marketplace. In this context, Information 

and Tele-Communication Technologies (ICT) have become to play a supportive role 

in almost any type of industry.  

 

The ICT market is continuously changing at a very fast pace and companies active 

within the IT and software industry are in constant search to update their business 

models and engage in designing, creating and engaging in innovations. 

 

According to Lawson and Samson (2001), successful innovation depends on some 

significant key elements and processes regardless of what industry that is being 

considered. With different kinds of innovation comes different kind of approaches. 

How innovation within a company is to be approached depends on whether the 

innovation suits the processes and values of the organization (Christensen and 

Overdorf, 2000). 

 

Furthermore, the innovative environment is uncertain and dynamic, which requires 

actors to use their knowledge to develop new products, processes and systems that 

will form the basis of a company’s future success (Lawson and Samson, 2001). As 

Utterback (1994) wrote nearly two decades ago, it is important to find the proper 

balance between incremental improvements and untested innovations. Incremental 
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innovations are smaller improvements that rely on established knowledge, while 

radical innovations involve new methods and technologies (Karakaya et al., 2013). 

The leading actors within new industries are those companies that contain an 

entrepreneurial spirit, that have the courage to experiment, that are ready to meet 

global demand, and own the ability to protect themselves against global competitors  

(Utterback, 1994). 

 

Not least in the service sector, innovations play a key role since they need to offer 

value-creating services that cover the users’ needs and wants (Magnusson et al., 

2003). The service sector represents a great scope of industries. It has a history of 

being a residual group, where basically all industries that do not produce raw material 

or material items are put (Miles, 2008). Over the years, the significance of the service 

sector’s contribution to the global economy has been steadily increasing, while the 

importance of products has decreased. Regardless of whether a company offers 

products or services, they need to dedicate an increased level of focus on delivering 

services in order to stay profitable (Berry et al., 2006). 

 

Since services have become more important for the global economy, this thesis will 

be analyzing innovation within the service sector specifically. In the context of 

service innovation, an important factor to consider specifically is the creation of new 

knowledge that is interesting to the customer. For a service to be successful, a 

company needs to understand and empathy their customer’s situation. This do not 

mean that the company should stop using and searching for new knowledge, but 

rather to put a greater share on focusing on producing knowledge that is interesting to 

the customer. (Bessant and Davies, 2007)  

 

Given this background, the ambition of this thesis is to identify the characteristics of 

the service innovation process and to analyze how service firms can integrate digital 

services into business models. 
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1.1   Research Objectives 
Arguably, as new technologies emerge, existing technologies becomes known, and 

low-cost versions of the present technology appears in the market, eroding revenues 

from more differentiated services. Furthermore, if companies are small, and do not 

have the same financial resources as bigger actors, it is important for these companies 

to rely on other types of strengths. Since smaller companies often are more flexible 

than bigger companies, it is easier for them to respond to new technological changes 

faster than bigger companies. However, to be able to respond to fast technological 

changes, companies need to have the sufficient technological capabilities that are 

required to absorb and apply new technologies into products and services. Therefore, 

it is interesting to analyze how small companies could act in the context of new 

technological innovations. 

 

The overall objective of this thesis is to discuss how a small ICT firm adopt new 

technologies and provide better leverage to customers. In order to address this, the 

following interrelated research questions are posed: 

 

a) How is a new technology for digital services integrated into a business model?  

b) How does a company’s existing service affect the innovation process? 

 

Empirically, this thesis rests on a case study of a firm called “Digital Marketing AB”, 

a small company that has a high degree of technical expertise who is adopting new 

technology for handling a phenomenon on the market called “Big Data” that can be 

used in the field of digital marketing. Today, Digital Marketing AB delivers its own 

developed solution for conducting digital marketing campaigns. The company serves 

both small and big customers as well as Not-for-Profit (NFP). 
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1.2 Delimitations 
The thesis is conducted at a small IT-company operating in Sweden. The thesis will 

primarily focus on how a small ICT firm adopt new technologies and provide better 

leverage to customers. To achieve the stated aims, the following delimitations are 

made: 

1. The theoretical framework will only focus on the two concepts of innovation 

and business models. As innovation for services differs from product 

innovation, the innovation part in the theoretical framework will focus on 

service innovation exclusively.  

2. Since the company is small, implying that the organization within the 

company is flexible, there will be limited discussions regarding organizational 

aspects. Furthermore, regarding the implementation of new technologies, there 

will be no discussions around how to market any new solutions. However, it 

might have been an interesting matter to investigate for future research. 

3. Since the competitive landscape already is known within the company, the 

thesis will not include any competitive analysis. If the competitors and their 

activities were unknown for the company, it would have been an important 

part to include within the thesis.  

4. The thesis concerns a case study of a small IT company that operates on the 

Internet. Its solutions are distributed and consumed towards the digital market. 

Therefore the section in the theoretical framework concerning business models 

will except from presenting general elements of business models also include 

additional attributes suitable for digital business models. 
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1.3 Outline of the Thesis 
Apart from the above introductory chapter, this thesis consists of four other chapters: 

in chapter 2, the methodology of the thesis is presented. The chapter contains a 

presentation of the research strategy that was used throughout the thesis and describes 

how the empirical data was collected and analyzed. Finally the quality of the research 

is discussed from the basis of the reliability, validity, and generalizability of the 

findings. Chapter 3 discusses the theoretical framework on the concepts of service 

innovation and business models. In addition, to make the business model section more 

applied on Digital Marketing AB’s situation, specific characteristics for digital 

business models are presented. The theoretical framework is used to conceptually 

deduce concepts that could be used as a base of analysis for the empirical work. 

Chapter 4 presents the empirical part of the thesis; I describe Digital Marketing AB 

and its current situation, as well as the company’s desired future state. In order to get 

additional insights on how other IT companies act when they adopt and leverage new 

technologies, interviews with three other companies were performed. Therefore, in 

the next section of chapter 4, the business models of three other companies operating 

in the digital market are presented. 

 

In chapter 5, the empirical context will be analyzed in relation to the theoretical 

framework. The chapter starts by discussing the theoretical concept of service 

innovation in relation to Digital Marketing AB. In the next section follows an analysis 

of Digital Marketing AB and business models in relation to the interviewed 

companies.  

 

Finally in chapter 6 the findings from the analysis chapter are summarized and 

discussed. Furthermore, the limitations of the thesis are discussed followed by some 

suggestions for future research. 
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2 Methodology 
In the previous chapter, the thesis was introduced with some background information 

around the problem as well as the presentation of the objective and research 

questions of the thesis.  

 

As discussed earlier, thesis seeks to discuss how company such as Digital Marketing 

AB could provide better leverage on new as well as existing technical capabilities, but 

also to provide insights to the research society on the emergence of new business 

models within smaller companies. 

 

Therefore, this chapter starts by presenting the research strategy that was used 

throughout the thesis. The chapter continues by describing the data collection process 

that was used to collect the empirical data as well as how this data were analyzed. 

Finally the quality of the research is discussed from the basis of reliability, validity, 

and generalizability of the findings. 

2.1 Research Strategy 
An important part of writing a thesis is choosing the right methodology. Finding the 

most suitable research strategy to achieve the objective of the thesis is an important 

part of any research. According to Collis and Hussey (2009), all type of research aims 

to investigate a phenomenon. In order to find out how to integrate technology into a 

business model for Digital Marketing AB, it is important to narrow down the scope of 

the objective. This requires a methodology that allows investigating the topic within a 

specific context.   

 

Therefore, the approach of this thesis is a case study (see, e.g. Yin, 1984; Eisenhardt, 

1989; Stake, 1985). According to Collis and Hussey (2009), a case study is a 

methodology that is used to investigate a single phenomenon using several methods in 

order to obtain in-depth knowledge. When using a case study, it is very important to 

study the phenomenon within a specific context. Furthermore, according to Stake 

(1995), the purpose of a case study is to achieve particularization and not 

generalization. Hence the aim of conducting case study research is not to construct a 
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sample. Studying one case might provide insights of other cases. Case studies are also 

suitable when there is little control of behavioral events or a focus on contemporary 

events (Yin, 1984) which in this case is on gaining insights on how a small ICT 

company designs and develop its strategy on service innovations and business 

models. In addition, case study research is likely to have important strengths such as 

novelty, and empirical validity. Furthermore, case studies are appropriate for new 

research areas, or research areas where existing theory is inadequate (Eisenhardt, 

1989). On the other hand, drawbacks by using a case study might be that it can be 

hard to draw any general conclusions, since the thesis will focus on one specific case. 

On the other hand, by conducting a case study on a specific matter of interest, may 

provide useful insights for future research.   

2.2 Data Collection 
The data in this thesis has been collected using a qualitative approach. Generally, the 

goal of qualitative studies is to conduct a comprehensive summary of events in 

everyday-terms. When conducting qualitative studies, the researcher should stay close 

to the collected data. In my case, I have spent nearly five months at the company. This 

means that the researcher should not go too deep into the meaning of the phenomenon 

under study. Regardless the type of collected data, qualitative studies involves choices 

of what to be included into the research (Sandelowski, 2000). 

 

Due to the complex dynamics and many variables associated with the objective of the 

thesis, a quantitative study would not be suitable to cover the holistic nature of the 

phenomenon, nor sufficient to include all the necessary variables that need to be 

considered in the analysis. A qualitative study on the other hand makes it easier to 

include more variables since the analysis does not requires any quantification of data. 

 

Qualitative data is normally understood within a specific context. Due to the need of 

positioning the data in a context, it is necessary to gather background information 

about the data. This process is called contextualization (Collis and Hussey, 2009). As 

mentioned in the outline section, the empirical part of the thesis consists of two parts. 

The first part concerns the current situation and desired future state at Digital 

Marketing AB. This data was collected progressively during the time I was present at 

the company through observations, questions, and interviews with the employees at 
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the company.  

 

Furthermore, in order to get practical insights about the process of adopting new 

technology or leverage technological capabilities, three other companies active in the 

IT-industry were interviewed regarding their business models. Specifically, the 

method for collecting this data was through the adoption of semi-structured 

interviews, where some of the questions are prepared in advance, but the interviewer 

is able to add additional questions during the interview to obtain more detailed 

information on a specific answer. In addition, the interviewer is able to explore new 

interesting issues that arise from specific answers. Situations where semi-structured 

interviews are appropriate, is when the aim of the interview is to obtain an 

understanding of the interviewee’s world, and when the opinion of the interviewee is 

interesting. Furthermore, sometimes the logic behind the situation might not be clear 

(Collis and Hussey, 2009). All the companies were interviewed on the basis of the 

same questions. However, some open questions were stated when something needed 

to be explained further. Although not all companies answered all the questions, the 

aim with the interviews was to get a holistic perspective on how the companies’ 

business models were designed, and to get insights regarding the process of adopting 

and leverage new technology. All the interviews were performed in Swedish and took 

about an hour. The questions can be seen in the Appendix. 

 

With the decision to conduct a qualitative research study comes the need of delimiting 

the study to be analyzed within a specific context. However, it is important that 

collected data, theoretical as well as empirical are kept within a specific context 

during the whole report in order to preserve the specificity. If not, the scope of the 

report might be too broad, making the findings to be too loose to cover the context of 

the report. 

 

When analyzing collected data using non-quantifying methods, the aim is to seek 

richness and depth of the data in order to limit the scope of the study. In order to do 

that, the data need to be reduced. The data reduction will enable the ability to draw a 

conclusion from the collected data. There are several ways of reducing the data. In 

this thesis, continuous data reduction was used. Continuous data reduction involves 
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discarding irrelevant data and gathering relationships of relevant data (Collis and 

Hussey, 2009). In the thesis, Digital Marketing AB’s current situation was analyzed in 

relation to the theoretical framework and the interviews. See Figure 2.1. The arrows 

illustrate which theoretical concept that was analyzed in relation to what type of data. 

 

 
Figure 2.1, illustrates how the empirical data was analyzed in relation to the 

theoretical framework. 

 

The processes of analyzing the data were an ongoing process where, empirical data 

from Digital Marketing AB and the other companies were compared with each other 

and were analyzed in relation to the theory. However, the interviews only focused on 

achieving general insights about the companies’ business models. Therefore, the 

sections of service innovation and digital business models were excluded from the 

interviews since the time the interviewees could deposit for the interviews were 

limited to one hour. To require more time than an hour might have implied that the 

interviewees would not have agreed on participating for an interview. Thus the 

sections regarding service innovation and digital business model characteristics were 

used to analyze Digital Marketing AB’s situation exclusively. 

 

Finally, in any kind of research the related issues of reliability, validity, and 

generalizability of the research is worth discussions. Reliability concerns whether the 

findings would be the same if the study were to be replicated. The reliability is very 

important when for example doing a statistical survey (Collis and Hussey, 2009). In 
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this case, the aim was rather to secure that the findings were explained and 

understood. Therefore, the empirical part includes a comprehensive presentation of 

the current situation at Digital Marketing AB, but also a presentation of their desired 

future state. In addition, to become more familiar with the company, a presentation of 

technologies for handling Big Data was included in the empirical part of the thesis. 

However, the most important focus for this thesis was to secure that the findings was 

valid.  

 

Validity reflects whether the research is accurately reflecting the topic under study. 

To test the validity of the study can be to demonstrate whether the research measures 

what it is supposed to measure. Validity is affected by research errors, poor samples 

and inaccurate or misleading measurements. Validity can be assessed in different 

ways. The most common is face validity, which means to ensure that the research 

measures what it is supposed to measure (Collis and Hussey, 2009). In order to 

achieve a high validity, it was important that all observations at Digital Marketing 

AB, and all the interviews were thoroughly explained in a structured way, and with a 

language that was easy to read and understand. To assess the validity of this thesis, 

there was important to continuously motivate why different concepts were presented. 

 

Generalizability treats whether the findings of the study are applicable beyond the 

defined scope of the study. Generalization can be viewed differently with regards to 

the type of study that is performed. For example, if the research consists of a 

statistical survey, or whether the research could fit in different or similar settings 

(Collis and Hussey, 2009). 

 

This thesis is a case study on how Digital Marketing AB could adopt a new Big Data 

technology and integrate it into a business model. Digital Marketing AB is a small 

company active within the ICT industry. Any generalizations of the findings were not 

possible, since the thesis were focusing the work on only one specific company. On 

the other hand, the report could be used as basis of analyze, if conducting a similar 

study but with the aim to obtain a more general view on the matter. 
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In this chapter, the methodology and methods for data collection employed in the 

thesis have been presented. The following chapter will present the theoretical 

framework that was used to evaluate the empirical part. 
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3 Theoretical Framework 
In this chapter, the theoretical framework is presented. This was used as a tool to 

define and structure different observations from the empirical part, but did also serve 

as a base for the analysis. The chapter is divided into two major elements that were 

chosen on the basis of the objective and research questions posed in chapter one. 

 
The theoretical framework of the thesis consists of two key concepts; service 

innovation and business models. The service innovation section includes some general 

characteristics regarding service innovation followed by a framework used to classify 

services that creates new markets according to its type of benefit, and whether a 

service is separable or not. Depending on the service characteristics, management of 

the innovation process might look in different ways. In addition, the service 

innovation section will discuss how user involvement affects the innovation process. 

Finally a subsection regarding disruptive innovations is presented.  

3.1 Service Innovation 
To dive into the deep lagoon of Service Innovation, Miles (2008) argues that all types 

of services are characterized by two common properties, abstraction and interactivity. 

Abstraction means that instead of delivering material products, services are produced 

by material, immaterial, and human assets, such as people, products, and information. 

Some services are delivered through physical media such as CD-ROMs or reports. 

These material items only constitute a smaller cost of the total work dedicated to 

conduct the service. The biggest part of the cost lies instead within the transformation 

process, i.e. the process of producing the content that will be delivered through the 

physical media. On the other hand, interactivity means that many processes for 

delivering the service require that the customer is actively participating during the 

transformation process. Some services can also be self-serving, meaning that the 

customer needs to work herself in order to extract the value of the service (Miles, 

2008). 

 

When it comes to innovation, it is a vital process for companies to renew their 

offerings. To manage the innovation process, companies should learn how to find the 

most suitable solution to consequently control the innovation process. For 
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innovation that concerns new services, companies need to focus on more elements 

than manufacturing companies. These elements are more focus on signals from 

customers, but also a higher level of competition and lower entrance barriers for 

competitors. This demands companies who providing services to be constantly 

innovative (Bessant and Davies, 2007). Therefore, since Big Data is a new and 

emerging phenomenon, the customer needs within the field of digital marketing might 

be hard to identify at an early stage. However, by adopting this technology early 

might imply that the company gets an early position in the market, which will give 

them more time to analyze specific customer needs, and to get a leading position in 

relation to potential competitors. Although the needs from the market are clear, the 

specific functions and features for the technology might be completely unknown.  

 

On the other hand, most service innovations are often smaller improvements on 

existing services. In the case of a retailer, these improvements may for example be 

that stores are open longer, support for e-commerce, and customer loyalty programs. 

These improvements are useful and necessary for an increased level of success, but 

are not exclusively sufficient since the return for the improvements is limited. It is 

rare that companies create new markets or changes the rules in an existing market 

through new services (Berry et al., 2006). However, adopting technologies for 

handling Big Data might open up new opportunities since the demand for the 

technology exists in all type of sectors. Furthermore, Big Data solutions may even 

lead to the emergence of entirely new markets and types of companies.   

 

Apart from Miles’ (2008) discussions of abstraction and interactivity, Bessant and 

Davies (2007) have identified an interesting trend within the service sector, which is 

an increased level of customized solutions. Mass-customization involves the ability to 

offer many different properties that do not affect the price, in order to reach different 

market segments. There are however different levels of mass-customization, all 

between attaching a personal label on a product to create a unique design together 

with the customer. This is among other factors important since the entry barriers for 

services often are low. With personalized solutions, the level of customer lock-in may 

increase (Bessant and Davies, 2007). In this thesis, the mass-customization aspect will 

be discussed according to how flexibility will affect the company’s service from a 
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customer perspective. 

 

Emerging technologies such as (in this case) technologies for handling Big Data, 

which will be discussed in the empirical section, can create opportunities in many 

different areas. In the case of Digital Marketing AB, there might exist more 

opportunities from using Big Data than just improving digital marketing campaigns. 

Service innovations that create new markets can be divided into two dimensions. The 

first one concerns what type of offering, and the second whether the service need to 

be consumed at the time when the service is procured, i.e. whether the service is 

separable or not. Regarding the first dimension, innovation can occur either through 

that the company offers a new core benefit around the service, or finding a new way 

to deliver the service, implying that the customers’ can access the service in a new 

way. The second dimension concerns if the service needs to be consumed at the point 

of purchase. This kind of services can be illustrated with interactive services 

demanding a high level of commitment from the company’s personnel. For other 

types of services, e.g. a restaurant, the customer needs to be physically attendant when 

the service is delivered, which requires a local production capacity. The nature of 

delivering services has been changed due to technological advancements. Many 

services that before required the participation of the customers can thanks to new 

technology be consumed at any place, at any time. (Berry et al., 2006) 

 

By combining these two dimensions, Berry et al. (2006) have created a model 

consisting of four different types of services, see Figure 3.1. The model can be used to 

identify what type of service a company is about to offer. Depending on the type of 

service the innovation process for developing the service will look differently. 
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Figure 3.1, shows the framework developed by Berry et al. (2006). 

 

However, identifying what type of service a company is about to offer could be more 

difficult than expected. For example, creating a new service may be a great difference 

from offering an existing service through a new distribution channel. Furthermore, 

there can be discussed whether a new solution is innovative, since it can be classified 

in different ways. For example, whether the solution is new to the customer, region, 

national, or the global market. In addition, there can be discussed however the 

innovation includes new scientific findings or a new type of logic around the service 

(den Hertog and Bilderbeek, 1999). Thus, when developing a new technology the 

process may look different depending on what is being developed. Different 

transformations can imply the need of using different equipment and material as well 

as different types of skills and competence bases. These matters can also influence 

how innovation within the company works in practice (Miles, 2008).  

 

Innovation often depends on the experience of the employees within the company. In 

addition, the employees may even learn a lot from their users. Consumer services 

often use market research to gain knowledge regarding their customers’ needs and 

present situation (Miles, 2008). Although managing Big Data is not dedicated for 

consumer purposes, it is a new type of technology where the user needs are not yet 

really defined. Therefore, input from users might be necessary in the process of 

defining specific customer needs. 
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In a study performed by Magnusson et al. (2003) they investigated how input from 

users affected the level of innovation based on three criteria; originality, user-value, 

and producibility. Originality refers to how innovative the service is, the user value 

refers to how well the service is perceived by the customers’, and producibility the 

estimated effort required of implementing the service. Furthermore, the study 

investigated how consultation from company experts affected the users’ input 

compared to if experts were not involved. 

 

The result of the study showed that user-involvement affected the quality of generated 

ideas. Magnusson et al. (2003) means that including the thoughts of the users may 

give the company’s experts increased insights about the users’ needs and wants. At 

the same time, the users’ may obtain an understanding of the technology that 

underlays the service. However, the result depends a lot on how the users are 

involved. By providing the users with consultation from company experts, the results 

are significantly different from not including the company experts. The study showed 

that while the producibility of the users’ ideas was significantly improved, the 

originality of the ideas significantly decreased when involving company experts. The 

experts’ knowledge of what was producible became an obstacle for innovative 

thinking for the users’. In addition, users that became too much familiar with the 

technical limitations were experiencing the same type of limitation as the experts. 

Regarding user value, consultation from experts had no affect on the result.  

 

Bessant and Davies (2007) mean that innovation for services requires a higher focus 

on attributes that are interesting to the customers. Therefore, including the users in the 

development process seems interesting. 

 

The market demands of handling Big Data are known. However, since Big Data is a 

quite new phenomenon, the customer needs might not really be defined. Furthermore, 

it is not yet clear how the propagation of technologies for handling Big Data will 

affect the market. Would the new technology work as a complementing item to other 

technologies, or will it replace other technologies? Therefore, the following 

subsection will discuss some characteristics of when a technology is disruptive. 
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3.1.1 Disruptive Innovation 

Companies that are working with incremental innovations aims to target customers in 

higher market segments, while companies pursuing disruptive innovations are 

introducing new products that might not be better, but more reliable, cheaper and 

easy-to-use than existing products (Christensen and Raynor, 2003). In a case of 

technologies such as Big Data, it is not obvious whether a technology is disruptive or 

not. The need for the market is clear. However, specific customer needs seems to be 

unknown. Although the goals of the new technology are known, the desired functions 

and features might not be defined yet. It is not sure that customers know how to use 

the technology, even though they might be aware of what problems the technology 

are able to solve. 

 

Thus, the challenge is rather to find innovative applications using the technology. 

From a competitive perspective there are often circumstances around innovation that 

decides whether an established company or a start-up beats the other company. For 

disruptive innovations, the challenge is often to introduce a simpler and more 

comfortable product that is to be sold at a lower price. In these cases there are usually 

companies that are new on the market that beat established companies. On the other 

hand, the established companies have the opportunity to capture market shares from 

the disruptive technology, if they are aware of the characteristics of the technology, 

and are able to use it for their own benefit (Christensen and Raynor, 2003). To capture 

market shares from disruptive technologies, companies need to be aware of the 

situation on different markets and on new technologies that appear. 

 

As a long-term goal, disruptions in the low-end market should aim at expanding the 

low-cost model over time to also include higher market segments. However, in some 

cases while only a small part of the company’s total target-group uses the product or 

service, it may be an indication that the need is not attractive enough to satisfy. 

Another type of non-consumption take place when the need exist, but the capabilities 

to cover the need are missing since the existing products are too complicated to use, 

or are too expensive. In this case there is an opportunity to create a new disruptive 

market (Christensen and Raynor, 2003). In the case of Digital Marketing AB, the 

demand for technologies for handling Big Data exist, but how to use the technology 
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might be unknown for potential customers due to its novelty. Therefore, except from 

the characteristics of service innovation, there would also be interesting to investigate 

how to create value from the new technology.  

 

Therefore, the next section will discuss the concept of business models. In this thesis, 

the business model will be explained from the basis of four main generic elements, 

mainly from the work of Johnson et al. (2008). 

3.2 Business Models 
Since innovative technologies cannot exclusively lead to success in today’s 

competitive market, companies also need to develop competitive business models that 

differentiate their offerings from other companies’ offerings. Business models are 

important within the market economy where the customer has a choice, where 

transaction costs exist, and where there are differences between consumers, 

competitors, and suppliers. Technological innovations often require a business model 

in order to be introduced on the market, and to cover customer needs. The different 

elements of the business model need to work together in a system. The choice of 

business model will affect the company’s architecture. This in turn leads to that the 

company often tries to expand based on the first business model. A business model 

constitutes a company’s organizational and financial structure (Teece, 2010). It also 

describes a company’s architecture, and its partner network used in order to create, 

market, and deliver value, as well as establishing good relations with one or many 

customer segments in order to create profitable and sustainable revenues (Dubosson-

Torbay et al., 2001). Furthermore, the business model is also related to other 

components such as the business plan and operational aspects. Business models are 

not strategies, but involve strategic elements (Morris, et al., 2005), (Shafer et al., 

2003). Business models address internal as well as external components that forms a 

company’s competitive advantages. Competitive advantages can emerge from a 

supreme performance of the company’s activities within the company’s value chain, 

coordination of these activities, or managing the interactions between the company 

and other partners in the network (Morris et al., 2005). An organization’s business 

model is never complete, but is a permanent and iterative process. 

 

There are many different proposed definitions of the word business model. According 
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to Morris et al. (2005, p. 727) a business model is defined as a concise representation 

of how an interrelated set of decision variables in the area of venture strategy, 

architecture, and economics are addressed to create sustainable competitive 

advantage in defined markets. Another definition are presented by Sääksjärvi et al. 

(2005, p. 181): A business model depicts the content, structure, and governance of 

transactions designed so as to create value through the exploitation of business 

opportunities. A third proposition are presented by Shafer et al. (2010, p. 202) where 

they define a business model as a representation of a firm’s underlying core logic and 

strategic choices for creating and capturing value within a value network. Although 

the different definitions of a business model are quite unlike, they all seem to have 

two things in common. These are the objective of creating value, and to achieve 

competitive advantage. 

 

Except from creating value and achieving competitive advantages, Teece (2010) 

argues that the creation of a new business model sometimes leads to the creation of 

new industries. New business models can evolve from many different sources. The 

creator of a business model often has an understanding about the customer needs in a 

specific market, as well as an understanding around the technological and 

organizational needs, and whether competitors address these needs. When a business 

model is new, it often contains errors and need to be tested before it can become 

successful. To summarize, the creator of a business model needs to be able to 

understand the customer needs, technological opportunities, and the organizational 

logic. A methodology for obtaining this understanding can be to deconstruct existing 

business models in order to evaluate all its included elements, whereupon refining 

each element and eventually replace different components. This is important since the 

different components need to cooperate with each other. When the business model has 

been created is should be regularly revised in order to identify eventual defaults. 

Furthermore, the business model needs to be dedicated for a specific customer 

segment (Teece, 2010). In order to deconstruct a business model, the work of Johnson 

et al. (2008) could be used. According to them, a business model consist of four main 

elements; the value proposition, profit formula, key resources, and key processes. 

These four elements will be the starting point when analyzing how Digital Marketing 

AB could adopt and leverage new technology. 
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3.2.1 Value Proposition 

To begin with, the first and most important element in a business model is the value 

proposition (Johnson et al., 2008). The value proposition mirrors the value a company 

is offering to a specific customer segment. Successful companies are those that have 

found a way to create value for their customers, i.e. by doing an important job for a 

customer or finding a solution to an important problem. A very great potential for 

creating a value proposition often arise when products and services are created 

without complete focus on the actual solution to a problem. However, many 

companies try to address different needs at the same time. This often leads to failure 

since the whole target group is too big, implying that the needs are not completely 

satisfied for any of the customer segments (Johnson et al., 2008). Successful business 

models will result in value propositions that affect target customers, have beneficial 

cost and risk structures, and the ability to capture value that will lead to new products 

and services. Furthermore, it is important that the business model is maintained so 

that it continues to create value for the customer and the company. If a company does 

not have the opportunity to offer a persuasive business model for their customers, and 

establish an organization that generates profit, the company will default, regardless of 

how well the company’s innovations may be (Teece, 2010). 

3.2.2 Profit Formula 

Another fundamental element is the company’s profit formula. This defines how the 

company creates value for itself through creating value for their customers. The profit 

formula consists of a revenue model that includes price and sales volumes. 

Furthermore, the profit formula contains a cost structure that describes direct and 

indirect costs as well as whether economies of scale are achievable. By first focusing 

on the value proposition and later at the profit formula, clarity is obtained regarding 

how resources and processes within the company is connected and affect each other.  

(Johnson et al., 2008) 
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3.2.3 Key Resources and Processes 

Value is created for the company and the customers by the company’s key resources 

and processes. The key resources fulfill the value proposition for a company’s 

customers. These can be the company’s employees, products, or brands. The most 

important resources are those that are creating the value for a company and its 

customers’. Furthermore, the resources need to integrate with each other (Johnson et 

al., 2008). As a company’s primary internal competences lay the foundation for 

external positioning, the business model also needs to describe how competitive 

advantage can be achieved (Morris et al., 2005).  

 

In addition, it is important that the company has a composition of internal processes 

that creates value in a way that can be repeated and scaled (Johnson et al., 2008). 

Internal processes constitute how a company’s core competences can be used to 

create internal capabilities that makes a company to perform better than its 

competitors (Morris et al., 2005). These processes can be repeatable tasks such as 

customer-service, but also the company’s norms and measurements. At many times, it 

is the relation between the company’s internal processes that leads to success 

(Johnson et al., 2008).  

 

In summary, it could be said that the value proposition and the profit formula defines 

the value that is created for the customer, and the key resources and processes 

describes how this value is extracted for the customers’ and the company (Johnson et 

al., 2008). 

3.3 Digital Business Model Characteristics 
Since the above presented elements are somewhat general to all companies in all 

types of industries, there is also necessary to include specific characteristics for the 

type of industry that are interesting for Digital Marketing AB. The next section will 

therefore present some components that are necessary for business models that are 

operating in the digital market. According to Lee (2001), the business opportunities 

from the Internet can be referred to as the digital economy. The transformation 

process for a product can, for all types of organizations, be expressed according to 

Figure 3.2. 
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Figure 3.2, illustrates the transformation process of a product according to Lee 

(2001). 

 

In Figure 3.2, X represents the raw material; the square represents the transformation 

or the ennobling, and Y the complete product. Within the digital economy, X is 

represented by data or information that is used to create products or services (Y). 

Within the digital economy, the value-creating process consists of five steps: (1) 

collection of information, (2) organizing the information, (3) selection of information, 

(4) creation of the product or service, and (5) distribution. Information will not erode; 

neither during nor after the value-creating process, and the value of the information 

will enhance the more people that share the information. (Lee, 2001) 

 

On the other hand, challenges associated with digital products and services for e-

commerce are price competition, the importance of customizing products and services 

in order to lock customers to the company’s solution, and also the marketing costs to 

create a strong brand that attracts enough customers to obtain economies of scale.  

 

In order to make the elements presented by Johnson et al. (2008) more relevant in the 

context of digital business models, some complementing items related to digital 

business models must be presented. Lee (2001) suggests a framework that can be used 

to analyze the feasibility for a digital business model. From this framework, four 

interesting items that need to be evaluated in the context of Digital Marketing AB are 

presented. 
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3.3.1 Scale Effects 

From a technological perspective, a company can be viewed as a composition of 

different entities that collaborate in order to exploit business opportunities through 

economies of scales or differentiated offerings. Economies of scale are achieved when 

the cost of production decreases with the amount of sold units. This view represents 

economies of scale from the supply side. Economies of scale can also be viewed from 

the demand side. This can be achieved if a product or service increases in value with 

the more people that use it. This phenomenon is also called network effects. In 

markets where network effects exist, it is very important to achieve a critical mass of 

users. A critical mass, according to Pousttchi and Wiedemann (2007) is the minimum 

amount of users that is required for a system to be self-sustaining, i.e. grow by itself. 

If network effects exist, both sides of economies of scale strengthen and support each 

other since an increase in demand gives the product or service a higher value at the 

same time as the unit cost of producing the product will decrease. 

3.3.2 Economies of Scope 

Another interesting attribute for digital business models is economies of scope. 

Traditionally, economies of scope are characterized by cost-savings between product 

lines. This can be illustrated with the phenomenon that the cost of producing one 

product is decreasing as an effect of producing another product. On the supply-side, 

economies of scope is characterized by product diversification (the same company are 

producing different types of products). Within the digital economy, economies of 

scope can be achieved through creating value within several different market 

disciplines, using the same technique. This can also be combined with network 

effects. By combining economies of scope with network effects (achieving a critical 

user mass), the amount of potential opportunities for cross-selling increases. This may 

in turn lead to an increased customer base. 

3.3.3 Switching Costs 

I order to prevent a customer from changing from one service to another; a company 

could try to increase the cost for their customers of changing supplier. Switching costs 

are costs that are associated with sustainable investments in several complementing 

assets, specific to a certain technology or system. After two parties have closed a deal, 

it may be beneficial for them to continue to trade with each other instead of doing 
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business with another party. Total switching cost is the total cost for a customer to 

change to another supplier, added with the cost the new supplier is charged with, as a 

consequence that the customer chose to change to the new supplier. 

 

There are several strategies to increase the customer’s switching costs. These are 

among others prosumption (involving the customer in the design or production 

process) 

3.3.4 New Sources of Revenue 

Within e-commerce, pricing is an important component since it can be set in real 

time. As long as the complementing fees charged to customers are sustainably set, the 

price on the actual product or service can be lower than its unit cost. Another revenue-

related issue within e-commerce is whether a company can achieve synergies from 

cross-selling. That is if the customer values to buy several types of products from the 

same place. In economic terms the question concerns whether the total revenues from 

one website with several types of offerings are greater than the revenues from several 

websites with one offering respectively. 

 

In addition to the above presented elements by Lee (2001), another framework by 

Dubosson-Torbay et al. (2001) for doing business with digital business models have 

been included in the theoretical framework, where two additional interesting elements 

for digital business models are presented. 

3.3.5 Customer Relations 

Customer relations are created and maintained to deliver value and create sustainable 

revenues. ICT gives new opportunities to develop existing customer relations by 

studying the customers’ needs and develop the relation with the customer. 

Furthermore, a brand has in addition for being a tool to market a company and its 

products, come to include more relational aspects, for example by including 

emotional elements. 

3.3.6 Infrastructure 

The infrastructure concerns the capability to create and deliver a company’s value 

proposition, i.e. the relation between internal and external partners, resources, assets, 

and activities. Assets can be divided into material, immaterial and human. The 
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material assets, for example represents equipment and liquidity. Immaterial assets are 

e.g. patents, brands and business secrets.  Finally, the human assets are the people 

required to create value using the material and intangible assets. In the network-based 

economy, companies concentrate their business around their core competences, and 

separate themselves from non-core activities. 

 

Summary 

This chapter has presented the theoretical framework of the thesis. In summary, the 

following elements have been presented 

 

The section regarded service innovation presented some general attributes for 

innovations in the service industry. Furthermore, a framework for classifying services 

that creates new markets was presented. Depending on how a service is classified 

according to the framework, the innovation process might look differently. In 

addition, the impact of user involvement in the development process of services was 

discussed. 

 

The next section concerned business models and presented some general 

characteristics for business models. Furthermore, a framework including four generic 

elements of a business model was presented. Finally, in the last section, a complement 

to the business model section was presented. This section presented some 

characteristic items regarding digital business models. 

 

In the following chapter, the empirical part of the thesis is presented. 
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4 Empirical Context 
This chapter presents the empirical part of the thesis. The chapter starts by presenting 

Digital Marketing AB by presenting some background information about the 

company, and continues by discussing the company’s competitive advantages and 

desired future state. Furthermore, a short presentation of the company’s current 

business model is presented. The chapter continues by presenting the business models 

of three other companies operating in the digital market. This chapter will together 

with the theoretical framework serve as a basis for the analytics part of the thesis. 

 

Digital Marketing AB’s present solution consists of a cloud-based platform for 

planning, sending, and analyzing digital marketing campaigns. A typical digital 

marketing campaign consists of a newsletter that are sent to a specific amount of 

people based on their earlier behavior (clicks and purchases) from previous 

campaigns. The receivers have subscribed for the newsletter in advance and are not 

randomly chosen. The newsletters can be read from a computer, mobile, pad, or via 

social media. A brief illustration of the company’s current service could be seen in 

Figure 4.1.  

 

 
Figure 4.1, illustrates Digital Marketing AB’s current service. 

 

The company’s service has existed since 2006 and started as a tailored solution 

dedicated to one customer. Later on, other companies showed interest for the service, 

which grew to become the company’s core solution. Today, the company has 

hundreds of customers in the B2B as well as the B2C segment. The company is 

primarily operating in Sweden and also has some international customers. The 
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company’s service targets both smaller and bigger companies, as well as NFP 

organizations. The company has four employees. 

 

Digital Marketing AB operates within a market that is changing rapidly. The new era 

of digital marketing sets demand on sending more personalized messages to potential 

customers. In order to do that, companies delivering the systems for digital marketing 

need to use relevant customer data available on the Internet. The amount of data on 

the Internet is increasing rapidly and on a continuous basis. Therefore, there is a need 

for those companies to develop their systems to manage these huge amounts of data 

for their customers to improve their digital marketing efforts. 

 

This technology is called Big Data and is likely to be the new trend within the field of 

digital marketing. Today, Big Data has reached all sectors in the global economy. 

Many modern systems rely on Big Data and cannot be without the technology. Big 

Data enables companies to create very detailed customer segments in order to 

customize products and services. Furthermore, Big Data can improve the decision-

making process and minimize risks using mathematical algorithms. The market 

potential for Big Data is huge. By adopting Big Data, companies can create new 

products and services, but also invent entirely new business models. For example, a 

retailer that uses Big Data has a potential of increasing its operating margin by 60 

percent. Big Data can also give rise to new types of companies that aggregate and 

analyze industry data. Those who will get the best benefit are early movers that can 

secure access to the necessary data of creating value. However, an important 

challenge that arises of creating value from Big Data is the lack of talented people 

with expertize in statistics and machine learning, but also managers and analysts able 

to use the insights that can be achieved from Big Data (Manyika et al., 2011). 

Therefore, in order to meet this challenge, it is important that the systems are easy to 

manage for the user. This will put demand on the Big Data technology to be intuitive 

and have a clearly designed interface. 

 

Furthermore, there are many different technologies for Big Data applications. Some 

technologies are for example classifications, cluster analysis and, data mining. These 

technologies are used to segment different groups or categories using statistics and 
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patterns. Another type of technology for Big Data applications is visualization. 

Visualization is a technique for creating images, diagrams, or animations that is used 

to understand and improve the results of Big Data analytics. A goal with visualization 

is to present data in a way so that people can consume it effectively with the aim that 

by analyzing the data may lead to action (Manyika et al., 2011). These are 

technologies that might be interesting to consider for Digital Marketing AB. 

 

As the technological requirements for digital marketing are changing, Digital 

Marketing AB needs to engage in Big Data in order to stay competitive on their 

market. However, only relying on technological abilities is not sustainable. Since 

other companies also are aware of the Big Data trend, other competitive advantages 

need to be integrated in a new solution as well. At a first stage, the company needs to 

know what type of service they are about to develop. The company needs to decide 

whether they should extend the existing service with new applications, or develop an 

entirely new service.  

 

Furthermore, the company needs to make sure that they are able to sell the new 

technology in a way that is attractive to their customers, but at the same time 

profitable for the company. In other words, they need to integrate new technology 

they are developing into a business model. 

 

In order to get a better view on how to adopt and leverage new technology, there is of 

interest to know about Digital Marketing AB’s competitive advantages. Digital 

Marketing AB’s current competitive advantages consist of two primary elements, a 

very high level of customer satisfaction, and a very flexible system. The high level of 

flexibility and customer satisfactions is assumed to come as a result of the some 

underlying competitive elements. Thus, the competitive advantages can be 

decomposed according to Table 4.1. 
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Flexibility Customer Satisfaction 

Scalable High level of service 

Customized solutions Easy-to-use system 

Increased switching-costs High level of retaining customers 

Table 4.1, Digital Marketing AB’s competitive advantages decomposed into its 

underlying competitive elements. 

 

As it is today, the most important customers are attained through word of mouth 

(WoM), meaning that existing customers recommend the Digital Marketing AB and 

its solution to their business and private contacts as a result of the satisfaction from 

the service. The service is also spread through the company’s website and by social 

networks. In addition, the company has a dedicated sales person that works fulltime 

with the aim of actively attaining new customers. 

4.1 Desired Future State 
As a future state, Digital Marketing AB wants to reach higher in the value chain. This 

should be done by adopting new Big Data technology and integrate it within a new 

business model. Today, the company has the technological capabilities of adopting 

the new technology. The question that arises is whether the new technology should be 

launched as a new service or embedded in the company’s existing service as a radical 

improvement. Other types of questions that comes up is whether the Big Data 

technology could be extensions to other markets, based on the existing solution as the 

central element, or a new type of structure, where the new solution is completely free 

from the existing service. If the company chooses the second case, they need to build 

the new service upon the same core competences and competitive advantages as the 

present service. However, there might be room for expanding the portfolio of core 

competences and competitive advantages. Since the existing service will make up for 

all the revenues until a new solution is launched, and the largest amount of revenues 

will still come from the present service in the beginning, the current competitive 

advantages and core competences will not be obsolete, but strengthen the new service. 
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4.2 Insights from the Field 
In this section follows some interviews conducted with representatives from three 

different companies active within the IT-industry providing digital services. The 

interviews were focusing on obtaining information regarding the companies’ business 

models, primarily from the basis of the framework developed by Johnson et al. 

(2008). The aim of the interviews was to obtain a general picture of the companies’ 

business models. The interviews will be used as a basis for analyze. All the company 

names are made up and suit the solutions for all interviewed companies. 

4.2.1 E-Commerce AB 

E-Commerce AB has been working within the e-commerce business since 2001. 

Today, the company provides an own-developed e-commerce platform, which they 

can adapt after their customers’ needs. The company’s platform has existed since 

2005. The interview lasted about one hour and was performed with a chief project 

manager at the company. 

Value Proposition 

The business objective of E-Commerce AB is to help their customers in finding their 

customers. More specifically, the company wants to help their customers to build up 

their business. Furthermore, the company also provides their customers with 

consoling, where they help them to track their customers’ customers, and how they 

can identify new business opportunities. The emergence of the company’s present 

business model was a long process that had to be tested and experimented until it was 

complete. During the years, the company has had many projects, which they had to 

dismiss before they reached the present business model. 

 

E-Commerce AB’s typical target group is retailers with different types of 

differentiation. The company’s competitors do not have the same portfolio, but they 

do have the same type of customers to some extent. What distinguishes the company 

from competitors is that the company delivers technical solutions. Furthermore, the 

company position themselves both in high as well as lower market segments. From a 

strategic perspective, the company see themselves as a technologically leading 

company. The company is active within the Swedish market, but does also have 

customers that are active on the global market. E-Commerce AB is targeting 
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companies that serve end-customers (B2C), but have also had companies serving 

other companies (B2B) as customers.  

 

In the future, E-Commerce AB thinks that it would be better for the customer if the 

company should offer them prepackaged solutions. Practically, this means that when a 

customer has several smaller problems hat need to be solved, a pre-study is made 

about the problem. This would also be suitable for new customers. For new 

customers, this would be applied through that the customer receives a document 

regarding what could be delivered as a complete package, and what items that need to 

be developed. Another future desire would be the ability to offer flexibility for 

customers, meaning that E-Commerce AB would be able to quickly dedicate 

resources to specific tasks. 

Profit Formula 

The different revenue streams to the company involves 

• Working effort, i.e. payments received from man-hours spent on the customer 

for a specific task. In order to balance the revenues, there is a lower limit that 

sets the lowest possible price, i.e. the lowest cost a customer can pay for 

buying a service from the company. 

• The solution in itself 

• Upgrading’s and applications 

• License models where the customer pays a starting fee followed by a regular 

operating cost 

• Offering an overall-solution, where the customer beyond using the product is 

charged with costs from support, service, and maintenance 

Different costs for the company 

• Development of existing and new platforms 

• Salaries 

• Equipment 

• Premises 

The greatest potential for cost reductions is to offer more clear packaging and demand 

specifications for new and existing customers. The company wants to be able to 
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perform pre-studies on new projects, and based on these pre-studies build different 

cases. 

Key Resources 

The most important internal resources for the company are the internal flows of 

information, and the relationships with external partners. As the internal flows of 

information are more indirect, and are important for internal organization in company, 

the relationships with external partners are more directly important. The information 

flows are important for the internal communication. However, the external 

partnerships have a more direct effect on attaining new customers. Without the 

external partnerships, E-Commerce AB would attain fewer customers, implying less 

revenue. The equipment was considered as least important. In the future, managing 

information will be a challenge. 

Key Processes 

Regarding internal processes, attaining customers, and the selling process were 

considered as very important processes. Another important process within the 

company was the development projects that occur when a new customer is attained, 

i.e. the process of developing the solution to the customers. Furthermore, the 

aftermarket was crucial since it contributed to a large amount of the company’s 

revenues. 

 

E-Commerce AB has both hard as well as soft measurements. The hard measurements 

were for example profitability and occupancy, where soft measurements represented 

customer satisfaction among others. The soft measurements were measured on a scale 

between 1-10. Satisfied customers were those customers’ that contributed with new 

ideas to the company. Furthermore, the company’s customers were divided into 

segments based on their growth potential. For managing the unsatisfied customers, E-

Commerce AB considered them-selves to need to be more flexible. 

 

E-Commerce AB considers the process of providing customers with information 

regarding the performance of their service, and how to use their solution in the most 

effective way, as well as to communicate the value of their solution customers as very 

important. This information shall seek to measure the performance of the product so 
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that the customers understand the value contributed by the service. This is done 

through feedback reports to the company’s customers. 

4.2.2 Social Gift-Cards AB 

The company’s solution consists of sponsored coupons that are sent through mobile 

and social media. The solution involves that a consumer can send free coupons 

sponsored by different companies to their friends as for example a birthday gift. The 

company could therefore be classified as a retailer of gift cards. The interview was 

about one hour and was performed with the Co-founder and Executive Vice President 

for Business Development at the company. 

Value Proposition 

The value of the Social Gift-Card AB’s solution comes with that instead of a 

company that sends their coupons to consumers, the consumers’ friends send them. 

Since consumers’ rather take offerings from friends than from a company, the 

conversion rate becomes higher. The company would position themselves as an 

internet-based start-up providing a marketing solution through social networks and 

mobile media. 

 

From Social Gift-cards AB’s perspective, they are considering the concept of a 

business model as “the final objective with the value of the service”. The company’s 

goal is to help companies to push consumers into their stores. The company would 

classify their service as a result-based marketing service dedicated to mobile and 

social media. 

 

The work of developing the company’s business model was an iterative process that is 

still going on. However, there was already since the beginning of the company’s birth 

a clear vision of what kind of service they wished to create. The founders were aware 

of the problem they wanted to solve. The work of conceptualizing the service took 

about two months, and the work of developing the first version of the solution took 

about six months. To put a number on to what extent the service is developed so far, 

an appropriate estimation would be 70 percent complete. 

 

What distinguish the Social Gift-Cards AB from its competitors is that they are quite 
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alone with their concept. While competitors have the same type of customers, they do 

not have the social capabilities, i.e. that the consumers’ friends promote companies’ 

offerings. 

 

The employees at Social Gift-Cards AB see themselves as innovators and product-

leaders, as well as providing a low-cost solution to customers. However, the most 

important characteristic that represents the company is innovativeness. Today, the 

company has 200 customers and their service is available in eight countries. The 

company’s solution targets retailers that sell their products to end-consumers, B2C. 

The company itself is a B2B business. However, they are still depending on the end-

customers for their solution to work. That is since the company needs the customers 

to use the coupons. The revenues on the other hand primarily come from the retailers. 

To conclude, the company needs both the retailers and the end-consumers in order for 

the service to work. 

 

In the future, Social Gift-Cards AB thinks that their customers will prefer a higher 

degree of feedback from the end-consumers’. This should be achieved with e.g. 

loyalty-programs, aiming at strengthen the bond between the consumers’ and the 

retailers’.  

Profit Formula 

Social Gift-Cards AB earns its money from every used coupon. For every coupon that 

is used, the company receives a provision from the retailer. This is the most important 

source of revenue.  Furthermore, the coupons can be scaled up to a higher value, if the 

one that sends the gift are adding a fee to the ordinary offering. Furthermore, the 

company needs to have a middleman for the service to work. This is the technical 

system that generates the coupons, and is considered as an infrastructure system. 

 

The strengths with the service comprises that the service is in line with the retailers’ 

business. The retailer needs to make money for Social Gift-Cards AB to be profitable. 

This requires the company to deliver a service that really works. Another benefit in 

the business model is according to the interviewee that the business model is 

transparent and honest. A disadvantage with the service is that it takes time to build 

up bigger sales volumes. Another disadvantage is that the company depends on the 
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retailer to really use the service. If they do not use it, no revenues are created for the 

company.  

 

Direct costs associated with the company’s solution are the transaction costs required 

to maintain the different technical systems within the company. More in-direct costs 

that are important are the costs required to develop the service. Furthermore, the costs 

of selling the service were also considered as an important in-direct cost.   

Key Resources 

Social Gift-Cards AB’s most important resources are the personnel working at the 

company. Within the staff, those who are working with developing the service were 

considered as the most important type of staff. 

Key Processes 

Regarding the processes at Social Gift-Cards AB, the process of developing the 

service was considered as the most important internal process. Another important 

process was to follow-up and to evaluate how the system performs. This is done once 

a month. Most important focus for the company is to deliver results to their 

customers. Furthermore, the usability for the customer was considered as important 

for the company.  

 

The company’s core value is to be continuously renewing. Another core value is that 

it should be fun and rewarding to work with and within the company.  

4.2.3 E-Payments AB 

E-Payments AB’s service consists of a payment service for e-commerce to provide e-

merchants and end-customers with easy-to-use and safe digital payments. The 

company is active within the payment sector and has today around 20000 customers. 

The company’s solution is established in Sweden and many other countries. The 

interview was about one hour and was performed with the Global Head of 

Communication at the company. 
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Value Proposition 

E-Payments AB targets e-merchants, i.e. other companies that serve end-customers. 

The company’s solution creates value for both the company’s customers as well as 

end-customers, since it is easier to complete purchases on the Internet. To create value 

to end-customers as well, was considered as important since the end-customers are 

directly affected by how well the solution performs. Therefore, it is important that E-

Payments AB wins the trust of the end-customers for the service to be attractive for 

the e-merchants. 

 

What distinguishes E-Payments AB’s solution from other types of internet-based 

payment solutions is that the company has decreased the friction of the service at the 

moment of purchase. By reducing the number of steps the end-customer need to 

perform when conducting a purchase, it is easier for the customer to complete the 

purchase. Furthermore, the company takes all the risk within the process of payment 

to delivery. This implies that the customer does not need to pay until the right product 

is delivered, and that the e-merchant does not need to worry if the customer tends not 

to pay, which is reducing the risk of fraud for both parties.    

 

Before E-Payments AB developed their solution, they were aware of that there was a 

need to solve a problem on the market. The company had identified that existing e-

payment solutions performed poorly. Existing solutions established on the market 

were often complicated and unsafe to use, which led to that customers’ did not 

complete their purchases. Furthermore, since the existing solutions felt unsafe, there 

was a fear of being exposed to frauds. Thus, there was a need from both end-

customers as well as e-merchants to have an easy-to-use and safe e-payment solution.   

 

In the future, E-Payments AB has a vision to develop the service so that it works on a 

global scale. This means that an end-customer from Sweden should be able to buy a 

product from another part of the world, as safe and simple as if he/she would had 

bought the product from a Swedish e-merchant. 

 

Furthermore, an application with the company’s service is that the end-customers can 

rally all their purchases on an account so that the customer can pay for several 
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purchases simultaneously at a specific moment. 

Profit Formula 

E-Payments AB has two primary revenue sources, and earns their money from both e-

merchants and end-customers. For the e-merchants, the company has variable 

contracts, which differ depending on the size of the e-merchant. The company also 

receives revenues from end-customers that buy products of e-merchants using the 

company’s service. All types of revenues are based on transactions from e-merchants 

and end-customers. There are no middlemen between E-Payments AB and the e-

merchants. However, the company has some external partnerships, including 

partnerships for finance. 

 

The company’s costs primarily consist of personnel for IT and customer service. 

Furthermore, the company is highly knowledge-intensive and requires a highly skilled 

staff. 

Key Resources 

The company’s most important resources primarily consist of the employees. As 

mentioned above, E-Payments AB is highly knowledge-intensive and requires skilled 

staff to deliver, maintain and develop their solution. 

 

Another important key resource is the company’s brand. Since the value of the 

company’s service depends on how safe and easy-to-use it is, the service is directly 

connected to how it is perceived by the e-merchants and end-customers. E-Payments 

AB need to build-up and maintain a commitment against the e-merchants. This means 

that the end-customers need to be satisfied with the company’s solution.   

Key Processes 

E-Payments AB has multiple different processes that are very important for 

maintaining the business. These are among others; risk assessment, sales, finance, and 

development. Furthermore, since the company is operating within a sector where a 

big part of the activities consist of handling liquidity, the company is highly regulated 

by laws. Therefore, legal aspects become important to continuously evaluate and is 

considered as an internal process.  The processes are followed-up every sixth month 

and the company works iteratively by developing their solution. 
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In the eye of the customers, E-Payments AB thinks that usability is the most 

important attribute of the service. The company’s core values say that is should be 

easy and safe to use their service. 
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5 Analysis 
In this chapter the empirical context will be analyzed in relation to the theoretical 

framework. The chapter starts by discussing the theoretical concept of service 

innovation in relation to Digital Marketing AB. In the next section, an analysis of 

Digital Marketing AB’s situation is analyzed in relation to the theoretical concept of 

business models and in relation to the interviewed companies business models. The 

analysis of the interviewed companies’ business models will be conducted from the 

basis of the four main elements that constitutes a business model presented by 

Johnson et al. (2008). In addition, Digital Marketing AB’s situation will be analyzed 

from the basis of the theoretical concepts that evaluates the feasibility of digital 

business models, presented by Lee (2001) and Dubosson-Torbay et al. (2001). 

5.1 Service Innovation Characteristics 
In order for Digital Marketing AB to integrate technologies for handling Big Data into 

a business model, the surrounding characteristics of the new technology need to be 

analyzed. As argued by Miles (2008), all types of services are characterized by two 

common properties, abstraction and interactivity. Thus, depending on the level of 

abstraction and types of interactivity, the characteristics of the service is defined. In 

the case of Digital Marketing AB’s present way of distributing their service, the level 

of abstraction would be quite high since the service is exclusively distributed through 

the Internet. Considering the interactivity, the customers’ success of using the 

company’s technology relies on the extent to which customers are using the 

technology as a tool for doing business. 

 

Digital Marketing AB seeks to adopt a new technology for handling Big Data. Since 

the company operates towards the digital market, the new technology will probably be 

accessed from an Internet platform, as the existing service. However, since the 

distribution of the service only can be done through the Internet, it may seem highly 

intangible in the eye of customers. Therefore, measurements capabilities would be 

embedded together with the new technology so that the value-creating process could 

be measured. Regarding interactivity, the customer needs to actively use the 

technology in order to extract any value from it. It is therefore not possible for a 
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customer to just adopt the company’s service and expect to become more profitable. 

To, summarize, the new technology will be distributed through the Internet, and the 

customers need to actively use the technology to extract any value from it. 

 

A trend both within the manufacturing as well as within the service sector is an 

increased level of customized solutions. As argued by Bessant and Davies (2007) 

mass-customization involves the ability to offer many different properties that do not 

affect the price, in order to reach out to several market segments. One of the 

competitive advantages for Digital Marketing AB is the company’s ability to offer 

flexibility to their customers. By having a high degree of flexibility, the company’s 

solution can be customized for many types of customers. However, as the flexibility 

only concerns the existing service today, the new technology might imply limitations 

for customization. For the existing service, the flexibility consists of unique 

applications and integrations with the customers own IT-system. In the case of 

analytics and visualization tools, it might be difficult to customize any unique 

applications and integrations for every customer. On the other hand, in order for the 

customers to effectively analyze and visualize their data, integrations with customers’ 

IT-system might be necessary. 

 

Furthermore, apart from the ability to reach broader market segments, customization 

is important since the entry barriers for services often are low. With personalized 

solutions, the level of customer lock-in may increase. By offering integrations with 

customers’ IT-system, Digital Marketing AB could increase the level of lock-in for 

customers. By offering unique integrations between Digital Marketing AB’s 

technology, and the customers IT-systems, the switching costs for customers will 

increase, since it will not be possible to switch to another supplier and at the same 

time use Digital Marketing AB’s technology. 

 

The new technology might also be suitable for other purposes than digital marketing. 

Since the new technology can be used for advanced data analytics and visualizations 

in other markets, there might exist opportunities to enter new markets. As argued by 

Berry et al. (2006), service innovations that create new markets can be divided into 

two dimensions: the first one concerns what type of offering, and the second whether 
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the service is separable or not. To investigate whether the new technology could be 

used to enter other markets, it needs to be classified what kind of service that might be 

possible to develop. Therefore, it is necessary to classify the technology according to 

the framework presented by Berry et al. (2006).  

 

The type of benefit seems to be a new core benefit. Thanks to technological 

advancements in many areas of the IT-industry, opportunities to analyze huge 

amounts of data could be possible to perform in a way that has not been possible 

before. Since the technology will be delivered through the Internet, just as all types of 

IT services, a new way of delivering the service might be excluded. Furthermore, 

tools for analytics and visualizations have existed before. Regarding the second 

dimension that concerns whether the service is separable or not, one can say that both 

the existing service and an eventually new service would be separable. Since the new 

technology as well as the existing technology will be delivered and consumed through 

a web-based platform, they could be said to be separable. There is no need for the 

company to be present at the time the service is used. However, the employees of the 

Digital Marketing AB need to be there to answer questions for users as support in 

order to maintain the high level of customer satisfaction. Therefore, the new 

technology can be classified as a separable service offering a new core benefit. The 

classification is illustrated in Figure 5.1.   
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Figure 5.1, illustrates how the new technology can be classified according to the 

framework of Berry et al (2006). 

 

The reason for classifying services according to the framework is to get a better 

understanding of how the innovation process within the company should be 

conducted. Technologies for handling Big Data seem to offer a new core benefit on 

the market. However, since the field of Big Data is quite new, the customer needs 

might not be clear yet. One way to obtain a better picture of the customer needs might 

be to include users into the innovation process. In accordance with Magnusson et al. 

(2003) including the thoughts of the users may give the company’s employees 

increased insights about the users’ needs and wants. At the same time, the users’ may 

obtain an understanding of the technology that underlays the service. Furthermore, 

they mean that the ability to utilize the users contributions will be higher, since the 

users’ comes with more realistic suggestions, if the inputs from the users are 

discussed with the company’s employees. However, the innovativeness of the users’ 

ideas will be reduced. 

 

For Digital Marketing AB, including users when developing a new service relying on 

new technology might be preferable. It might also be beneficial to test different 

solutions before deciding on a complete concept. By testing different solutions based 

on input from customers, the need or problem to be solved may emerge as the service 

is developing. However, the customers may say that they want functions that they not 

really will use. Therefore, it would be good to follow-up that the contributors really 
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use their desired functions and features. On the other hand, as argued by Bessant and 

Davies (2007) while creating new services, a company needs to focus on more 

elements than a manufacturing company. These elements are apart from a higher 

focus on signals from customers, a higher level of competition and low entrance 

barriers, which puts demand on service companies to be constantly innovative. 

 

Since it is necessary with a higher focus on signals from customers, involving users in 

the development process might be beneficial for Digital Marketing AB. Furthermore, 

if customers are satisfied with the company’s solution and prefer the flexible nature of 

the company’s service, the level of lock-in might increase as well. In addition by 

taking feedback from customers on a regular basis, the company might maintain their 

level of innovativeness. However, only relying on feedback from customers might 

give a biased result, since the customers’ might give feedback from their own 

preferences. Therefore, the company should also monitor the market at the same time 

to identify new opportunities. 

5.2 Business Model Characteristics 
From the theory it was stated that the work of developing the business model never is 

complete, but is an ongoing and iterative process. Furthermore, when a business 

model is new, it contains errors in most of the cases and need to be tested before it can 

become successful. From the interviews we can see that all the interviewed companies 

are working iteratively to improve their business models. Therefore, in the case of 

Digital Marketing AB, when developing a new business model for their new 

technology, the company should be aware of that it might take some time before the 

business model would work properly. In addition, the business model should also be 

constantly evaluated. 

5.2.1 Value Proposition 

Johnson et al. (2008) argue that one of the most important properties of the value 

proposition is how well it creates value for the company’s customers. Successful 

companies are those that have found a way to create value for their customers, i.e. do 

an important job for a customer or find a solution to an important problem. In the case 

of Social Gift-Cards AB and E-Payments AB, both companies’ were aware of what 

they wanted to achieve before the business model was developed. However, E-
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Commerce AB developed their value proposition by experimenting with different 

solutions until they found a suitable service. This might be an indication that 

regardless whether the need is known or not, a value proposition might evolve as a 

company is testing different solutions. On the other hand, it might be easier to 

develop a business model if the need or the problem is known in beforehand. In the 

case of Digital Marketing AB, the demand from the market for Big Data solutions is 

known. However, the challenge for Digital Marketing AB might be to identify and 

understand the customers’ needs. Depending on their needs, the technology could be 

differently implemented into a new service.  

 

As argued by Teece (2010), the creator of a business model needs to be able to 

understand the customer’s needs, technological opportunities, and the organizational 

logic. A proposed method for doing this was to deconstruct existing business models 

in order to evaluate all its included elements, whereupon refining each element and 

eventually replace different components. Although the technological opportunities 

with Big Data are known, detailed customer needs are still required to be identified.  

 

Another challenge that needs to be met is how to package the service. Packaging 

issues might consist of whether the technology should work as a support system for 

the existing solution, or if it should be an entire new service. If the technology would 

be positioned as an entire new service, other issues arise, such as marketing of the 

service as well as transferring the competitive advantages to embrace the new service 

as well. Since Digital Marketing AB is a quite small company, it might be a challenge 

to spread the awareness of a new service to a large amount of customers. Regarding 

the existing service, the most profitable customers are attained by positive references 

from existing customers. Therefore, questions arise how customers for the new 

service should be attained. 

 

Another question regards on how to position the service. Should the service be 

positioned in the higher or lower market segment? As argued by Christensen and 

Raynor (2003), companies that are working with incremental innovations aims to 

target customers in higher market segment, while companies pursuing disruptive 

innovations are introducing new products that might not be better, but more reliable, 
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cheaper and easy-to-use than existing products. Social Gift-Cards AB’s solution relies 

on both innovation and a low-cost solution, which is an indication that the company’s 

solution builds on disruptive technology. Since the technology handling Big Data is 

known, the question arises whether the technology could be seen as a disruptive 

technology or not. Therefore it might be questioned whether it is a new service, or the 

technology itself that decides whether a solution could be said to be disruptive. Social 

Gift-Card AB’s service is both an innovative solution and has a low price, supporting 

the statement regarding how to position a disruptive technology. However, the 

technology behind the company’s service already existed which indicates that the 

business model also seems to determine if a service is disruptive. 

 

Therefore, in the case of Digital Marketing AB, they should focus on developing a 

value proposition based on the perceived needs of the customers, rather than only 

focusing on developing new technological functions and features for analytics and 

visualization. However, it is important to focus on one or some specific target 

customer segments. As argued by Johnson et al. (2008) many companies try to 

address different needs at the same time. This often leads to failure since the whole 

target group is too big implying that the needs are not completely satisfied for any of 

the customer segments. Therefore, Digital Marketing AB should try to identify 

specific target groups that may be interested for advanced analytics and visualization 

tools. This can be done by starting from the company’s current customer record and 

from there identify an interesting target group. 

5.2.2 Profit Formula 

In accordance with Johnson et al. (2008) the profit formula defines how a company 

creates value for itself through creating value for their customers’. By first focusing 

on the value proposition and later at the profit formula, clarity is obtained regarding 

how resources and processes within the company is connected and affect each other. 

To construct a profit formula for a new technology might be the trickiest part of the 

business model in the case for Digital Marketing AB. Questions that arise here are 

whether the new technology should be an application of the existing service, or 

whether it should be an entirely new service, free from the existing platform. That has 

to do with how to package the new technology.  
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Depending on the value proposition of the new service, and how it is packaged, would 

imply how the revenue model should look like. For example, in the case of Social 

Gift-Cards AB and E-payments AB, the revenues are transaction-based, meaning that 

every time the service is used the companies receive transactions from the customers. 

However, since the new technology will be used to perform advanced data analytics 

and visualization, it might be hard to construct a revenue model that is based on 

transactions. One alternative could be to take a fee for every gigabyte or terabyte that 

is analyzed. However, for that to be possible, the service really needs to be able to 

illustrate how value is created in a very clear way so that the customer can observe 

and measure the value that is created. 

 

Another alternative would be to do like E-Commerce AB, who has a number of 

different revenue streams such as working effort, fixed costs, fees, up-grades and 

applications as well as system solutions where customers pay for support, service, and 

maintenance. This might be a more realistic solution since the technology might need 

to be integrated to customers in-house systems implying that some customers might 

need unique applications. Furthermore, if the new solution is supposed to work as a 

support system for the existing service, the direct value gained from the service might 

be hard to measure in specific. 

5.2.3 Key Resources 

From the theory it was argued that the key resources should fulfill the value 

proposition for the company’s customers. These can be the company’s employees, 

products, or brands. The most important resources are those that are creating the value 

for the company and the customers’. Furthermore, as a company’s primary internal 

competences lay the foundation for external positioning, the business model needs to 

describe how competitive advantage can be achieved. For both Social Gift-Cards AB 

and E-Payments AB, the employees were considered as the most important internal 

resources within the company. The most important staff was those who worked with 

developing the service. For E-Payments AB, the brand was considered as an 

important resource as well. However, for E-Commerce AB, the flows of information 

and external partnerships were considered as the most important resources. In the case 

of Digital Marketing AB, the staff was also considered as the most important 

resource. As Digital Marketing AB is a small company, the internal flows that occur 
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within the company can be done without any advanced systems. The information 

flows occurs through conversations and meetings. However, the company does not 

follow up what are achieved from decisions and discussing in a decent way. They do 

not for example take any notes. There are however discussions within the company of 

implementing a system for following up important discussions. 

 

Regarding the brand as a resource, Digital Marketing AB might also need to consider 

it as a key resource as E-Payments AB. According to Mohr et al. (2010) a brand is a 

name, symbol, design or a combination of those, used to identify and differentiate one 

supplier’s products and services from another’s. From a customer perspective, the 

brand is considered as a promise that the product will perform in certain way. The 

brand should have an emotional connection between the company and its products.  A 

strong brand connected to the company helps in building stability. By building the 

brand around the company instead of individual products will give a more sustainable 

result and are more cost-efficient. For smaller companies, the brand is very important 

if the company wants to build and own direct relations with their customers. A small 

company should focus on having 1-2 brands with 1-2 core associations. 

 

Since Digital Marketing AB has a high degree of customer satisfaction thanks to their 

flexibility and high level of customer service, the company today expands through 

WoM. In accordance with Mohr et al. (2010), by having a strong brand might help 

Digital Marketing AB in creating awareness of the company and its existing 

technology, as well as their new technology. Furthermore, Digital Marketing AB 

should build its brand around the company in order to transfer the competitive 

advantages further to the new technology. Regarding the core associations of the 

company’s brand, Digital Marketing AB has a high level of flexibility and a high 

level of customer satisfaction. These might be the two most suitable core associations 

the company could communicate with their brand. Within these two core associations, 

other properties can be included such as high level of technical knowledge, a system 

that is easy-to-use, a high level of customer support etc.  

5.2.4 Key Processes 

For the interviewed companies, the internal processes valued as most important tend 

to vary quite a lot between the companies. While E-Commerce AB’s most important 
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internal processes are focusing on selling and attaining customers, Social Gift-Cards 

AB’s most important processes were considered as the development process. 

Furthermore, E-Payments AB considered their most internal processes as maintaining 

the service. The different focus may depend on a lot of things. One might be that the 

companies are in different stages of their lifecycles. In addition, since the 

interviewees had different positions at each company, they might have had different 

opinions of what was considered as the most important internal processes. 

 

Since Social Gift-Cards AB has developed an entire new type of service, it might be 

more important for them to focus on developing the functionality of the service. In the 

case of the other two companies, both e-payment solutions and e-commerce solutions 

have existed for some time. Therefore, the market’s expectations of these kinds of 

products might already be defined. As a result, the internal processes are focusing on 

maintaining the service. However, E-Commerce AB considered their most important 

internal process to attain new customers. This might indicate that all three interviewed 

companies are in different stages of their lifecycle. While E-Commerce AB seems to 

be in a state where the technology is mature, they need to focus on more standardized 

aspects. In the case of E-Payments AB, their most important focus was to maintain 

the existing service. That might be an indication that the company’s solution is an 

incremental improvement of existing e-payment solutions. Finally, in the case of 

Social Gift-Cards AB, the company focuses on developing the capabilities of the 

service which might imply that their service is disruptive, but also that the customer 

needs are not yet defined. 

 

For Digital Marketing AB; their existing service, i.e. tools for delivering newsletters 

is quite mature. Therefore the most important internal processes to focus on might 

depend on how the service will be packaged. If the service is packaged as an 

application or extension of the existing service, it might be viewed as an incremental 

improvement in the field of digital marketing. On the other hand, if the service will be 

an entire new type of service that can be used in several different markets, it might be 

considered as a more innovative service that requires more dedication on finding the 

customer needs for more purposes than digital marketing exclusively. 
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As argued by Morris et al. (2005), the internal processes may also be the company’s 

core values. As with the internal processes, all three companies have different core 

values that differ much as well. That may also depend on what stage in the lifecycle 

the companies are, but may also depend on what type of industry segment, the 

companies are operating in. However, since all companies are based on IT-solutions, 

there might be some equal attributes between the companies. For example, all 

companies tend to work iteratively to develop their services.  

5.3 Digital Business Model Characteristics 
The transformation process for the new technology will follow the transformation 

process according Figure 5.2, inspired by the work of Lee (2001). 

 

Figure 5.2, illustrates the transformation process in the context of Big Data. 

 

According to Lee (2001), the value-creating process within the digital economy 

consists of five steps; data collection, organization of data, data selection, creating the 

service, and distribute it. In the case of Digital Marketing AB, the technology for 

handling Big Data reminds of the transformation process for technologies within the 

digital market. The purpose of the technology is among others to be able to analyze 

and visualize huge amounts of data in order to get decision support for the user to act 

upon. The process of achieving this equals the first three steps in the value-creating 

process for the digital economy. The other step in the context of Big Data concerns 

presenting information for the user to use and act upon, when standing before 

important business-related decisions. Since Big Data technology is similar to the 

transformation process for services and products within the digital economy, the 

technology seems suitable for the digital market. 

 

In addition to the four main elements of the business model discussed in the previous 

section, there are some additional elements, specific to digital business models that 
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need to be considered. These are the elements presented in the theoretical framework 

by Lee (2001) and Dubosson-Torbay et al. (2001). These items are used to evaluate 

the feasibility for digital business models as well as doing business in digital markets. 

5.3.1 Scale Effects 

A digital business model should be able to achieve economies of scale, meaning that 

the unit cost decreases with an increased volume. In the case of Digital Marketing 

AB, this is easy to achieve since the technology could be distributed through the 

Internet in the same way as the existing service. In addition, the cost of developing the 

new technology is a fixed cost. However, additional costs may emerge in the work of 

maintaining and developing the technology further. Digital business models should 

also aim to achieve network effects. In order for that to be possible, a new business 

model should aim to achieve a critical user mass. For Digital Marketing AB, this can 

be done in many ways. However, since the company’s most important communication 

channel is the Internet, it would be the most important channel to focus on. By 

creating awareness of the company in different Internet channels such as social media, 

search engines, and blog posts, the chance that a customer may interact with, and buy 

the company’s services may increase. 

 

Another channel that can be used are WoM. Since Digital Marketing AB has a very 

high level of customer satisfaction and flexibility, an indirect effect of this might 

imply diffusion of the service through positive references from the company’s 

customers to their contacts. However, regarding the distribution of the new service, it 

is important that the positive attributes from the existing service are transferred to the 

new technology. This is especially important if the new technology will be distributed 

as an entirely new service. 

5.3.2 Economies of Scope 

Within the digital economy, economies of scope can be achieved through creating 

value within several different market disciplines, using the same technique. By 

developing the new technology as an entire new type of service, there might be 

possible to achieve economies of scope. Since there are many applications for Big 

Data, it might be able to use the technology in many different settings. Since the goal 

with adopting new technology for Digital Marketing AB is to design a service that 
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enables their customers to analyze and visualize huge amounts of data, so that the user 

of the technology are able to make business-related decisions, a Big Data solution 

might be exploitable in many different settings beyond tools for digital marketing. 

5.3.3 Switching Costs 

Switching costs enables a company to prevent customers from switching to another 

supplier by offering complementing assets to a certain technology or system. By 

having switching costs, the cost of changing to another supplier should increase to a 

level where it is not beneficial for the customer to switch supplier. In the case of 

Digital Marketing AB, the existing service already has high switching costs. For 

example, if a customer wants to switch, they need to learn to use an entirely new 

platform. Furthermore, the company is offering unique integrations for individual 

needs that are not possible to transfer to another service provider. 

 

However, if a Big Data solution is free from the existing service there might be some 

problems of adopting switching costs to a new service. On the other hand, there might 

be able to use the service in more market disciplines. One alternative solution might 

be to construct a hybrid solution, where the technology is integrated in the digital 

marketing service, but at the same time enables the customers to use the service for 

other purposes than just digital marketing.  

5.3.4 New Sources of Revenues 

The question that arises for Digital Marketing AB here is how the new technology 

should be distributed. It is necessary to decide whether the technology should be 

distributed by the same website as the existing service. Another question that arise is 

how to make customers willing to adopt the new technology. For example, if a new 

customer is attained for the existing service the question arise whether the new service 

should be sold together with the existing service or as a free application to the existing 

service. 

 

Another thing that needs to be discussed is how the pricing should be like for new 

customers and customers that already have the existing service, but desire to adopt the 

new technology. 
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5.3.5 Customer Relations 

The customer relations are quite good thanks to Digital Marketing AB’s high level of 

customer service and flexibility. The next challenge for the company might be to 

maintain the customer relations so that it remains good even in the future. Another 

challenge for Digital Marketing AB might be to transfer the good customer relations 

to a new service. 

 

In order to maintain good customer relations, a new service needs to have as good 

customer service and flexibility as the existing service. For that to be possible, the 

customer needs should be identified. However since the technology is new, the 

customers might not be aware of what they really want to use the new technology for. 

Therefore, Digital Marketing AB needs to follow-up and iteratively work to fit the 

service after the customers’ demands. One way of doing that might be to involve 

users in the development process. As discussed above, according to Magnusson et al. 

(2003), by including users in the development process, users become better aware of 

the possibilities and limitations of the technology, while the attractiveness of their 

contributions remain unchanged. 

5.3.6 Infrastructure 

The material assets for Digital Marketing AB primarily consist of the company’s 

equipment, i.e. computers and network-equipment. Since these assets are replaceable, 

they are not critical in delivering the value proposition to the company’ customers. 

However, they are necessary for maintaining the system. Digital Marketing AB’s 

most important immaterial asset seems to be the company’s brand. The value with the 

brand comes when the awareness of the company’s service is spread through WoM. 

As discussed above, a small company should concentrate their brand on two core 

associations. For Digital Marketing AB, the core associations could be flexibility and 

customer satisfaction. The human assets are the most important ones in the company. 

Without the employees, the company would not be able to neither deliver nor 

maintain or develop the business. Furthermore, since the company is small, all 

employees are highly skilled, and are critical for all operations within the company to 

work. 
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6 Summary, Conclusions and Future Research 
In this chapter the findings from the thesis are summarized and discussed. 

Furthermore, the thesis’ limitations are discussed followed by suggestions for future 

research. 

6.1 Results Summary 
The objective of the thesis was to discuss how small companies in the ICT sector 

could provide better leverage by not only using existing core competences, but also by 

adopting new ones. I have presented a case study of Digital Marketing AB, a small 

company that has a high degree of technical expertise, and is about to adopt a new 

technology. However, in order to profit from a new technology, the company needs to 

integrate the technology into a business model that creates value for both the company 

and its customers. Therefore, the research questions of the thesis came to be: 

 

a) How is a new technology for digital services integrated into a business model? 

b) How does a company’s the existing service affect the innovation process? 

 

In below the main findings of the thesis are summarized. These findings should 

together constitute the answer of the research questions and fulfill the objective of the 

thesis. 

 

1. When defining a value proposition for the new technology, Digital 

Marketing AB need to focus on identifying specific customer needs for 

features and functions in order to secure that the value proposition is 

attractive for customers. One way of doing that should be to include the 

customers in the development process. Furthermore, by allowing the 

customers to discuss new functions and features, the customers’ input might 

become easier to realize into real functionalities. However, there is also 

important to not rely too much to the customers’ input since they might come 

up with suggestions they do not really use. In addition, since the choice of 

business model, and not only the technology seems to influence whether a new 
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service becomes disruptive or not, the type of value proposition and 

functionalities may effect whether the technology becomes disruptive or not. 

Therefore, the choice of value proposition and functionalities will have a 

crucial impact on the results. 

 

2. Depending on how Digital Marketing AB decides to package and position 

the new technology, it will determine how the Profit formula will be 

designed. Regarding the cost structure, the cost of developing new 

technology will to a big extent be the same in either case since the greatest 

cost associated with developing the new technology concerns the 

development costs. However, there are several options of how the revenue 

model could be designed. If the technology is developed as an extension of the 

existing service, a monthly fee for the service as well as maintenance and 

support could be adopted. On the other hand, if the technology should be sold 

as a new service, other options of designing the revenue model arise. For 

example, there might be possible to adopt a transaction-based revenue model, 

where the customers’ pays per unit of data that is analyzed. However, this kind 

of revenue model can be very abstract since the technology aims to facilitate 

the process of making business-related decisions, and therefore has a more 

indirect affection on the customers’ business. 

 

3. Digital Marketing AB needs to maintain and leverage their existing key 

resources and competitive advantage on the new technology as well. In 

addition, since the company attains the most customers through WoM, 

the company should focus on developing their brand. The brand should be 

developed around the company as a whole, and not around specific products. 

Furthermore, the brand should be focused on two core associations, in this 

case the company’s competitive advantages, flexibility and customer 

satisfaction. It is important that the company’s existing resources and 

processes are transferred to the Big Data technology from the existing service. 

Otherwise, the company has to repeat the whole process of differentiating the 

service again. 
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4. When a business model is new and contains many errors and bugs, it needs to 

be iteratively developed. Digital Marketing AB needs to work continuously 

to develop and revise the business model. Furthermore, a business model 

can never be complete. The process of developing it is an ongoing process. 

Therefore, Digital Marketing AB needs to maintain and update both a new 

and the existing business model in order to preserve the company’s 

competitive advantages. 

 

5. Digital Marketing AB needs to decide whether to integrate the new 

technology into the existing service, or if the technology should be 

adopted as a whole new kind of service. This decision might affect many 

factors, such as the company’s packaging and positioning on the market. 

Furthermore, as presented above, another challenge that will arise is how to 

transfer the competitive advantages and other associations with the company’s 

existing service further to the new service. In addition, other questions that 

arise that have to do with business models operating on the digital market. 

These are for example that the business models need to support network 

effects and scope effects. A digital business model also needs to aim to 

increase the switching costs for their products. Since the level of lock-in is 

high for the existing service, integrating the Big Data technology into the 

existing service will enable Digital Marketing AB to maintain the level of 

lock-in. In order for the business model to be suitable for the digital market, it 

is important that all the characteristics are considered.  

 

Table 6.1 presents a summary of what Digital Marketing AB needs to focus on when 

developing a new business model for the new. 
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Characteristic Description 
Focus for Digital 

Marketing AB 

Scale Effects Decreased unit cost per 

user, and achieve a critical 

mass of users 

Continue to grow the 

customer base with the 

goal to achieve a critical 

user mass 

Economies of Scope Enter several markets 

using the same technique 

Investigate whether the 

new technology could be 

used in more sectors than 

just the field of digital 

marketing 

Switching Costs Increase the costs of 

switching to another 

supplier in order to 

increase level of lock-in 

Secure that the costs and 

loss of value of changing 

to a new supplier remains 

as high for a new 

technology as for the 

existing service  

New Sources of Revenue Whether it is better to sell 

all products through one 

site or to sell one product 

per site 

Make a decision regarding 

how to package the new 

technology. This can be 

done iteratively 

Customer Relations Build and maintain good 

relations with customers 

Transfer the characteristics 

from the existing service 

to also be included into the 

new service  

Infrastructure The connection between 

internal and external 

resources at a company 

Develop the brand 

according to above and 

leverage the company’s 

employees. 

Table 6.1, summarizes important matters for Digital Marketing AB to focus on, in the 

context of digital business models. 
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6.2 Limitations of the Research 
The fundamental limitation of the thesis concerns the time aspect. Since the thesis 

were limited to be complete within five months, it was not suitable to conduct a too 

comprehensive study. If for example five or more interviews were to be performed, 

the data collection process would have been too extensive. Furthermore, the more 

data that is collected, the more comprehensive becomes the process of analyzing the 

data. The empirical part included three interviews from three companies. All the 

interviewees had different positions at their companies. If conducting interviews with 

more companies, the level of saturation might have been higher. In addition, since all 

the interviewees had different positions at all the companies, their view of what was 

considered as important might have been biased due to their personal opinions of 

what was important. Furthermore, the companies were operating in different sectors 

of the IT-industry, and the size of the companies differed significantly. However, by 

including companies from different sectors, and with different sizes might have 

implied a higher level of diversity. On the other hand, there might have been suitable 

to include more companies from the different sectors. This has to do with the 

discussions above regarding achieving saturation by including more companies into 

the study. 

 

Another limitation of the interviews was that they only considered the companies’ 

business models. To include the other aspects of digital business model characteristics 

and the concept of service innovation would have had made the interviews too 

extensive, which might have had implied that the interviewees would not had the time 

to participate. 
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6.3 Future Research 
This thesis investigated a specific case dedicated to a specific company. For future 

research, there would be interesting to investigate a similar case, but with a more 

specific focus on digital business models. In addition, there would be interesting to 

investigate what are the most important digital business models characteristic for a 

business model to be successful for products or services dedicated to the digital 

market. In addition it could be of interest to get insights on how the implementations 

of new technologies within other industries in order to search for general conclusions. 

 

Another interesting field of future research would be to investigate specific 

applications for Big Data. That is how Big Data could be applied in different 

segments, but also to go deeper into specific functions that can be applied by using 

Big Data technology. 

 

This thesis has presented a case study on how a small company can adopt new 

technology and provide better leverage to their customers. The thesis has presented a 

theoretical framework including the concepts of service innovation and business 

models. Furthermore, the thesis presented an empirical part consisting of a company 

description of its current state and also included interviews from three other 

companies. The thesis provides an analysis on how a new technology could be 

developed and integrated into a business model for a small company operating within 

the ICT industry. The thesis could be used for future studies as an empirical part, or as 

a basis for analysis in future research studies.   
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Appendix 

Värdeproposition/allmänt 
• Inom vilken bransch skulle ni välja att placera ert företag? 
• Vad tänker ni på vad när ni hör ordet affärsmodell? 

o Beskriv översiktligt ert företags affärsmodell. 
• Vad exakt erbjuder ni era kunder? 
• Hur kom ni fram till att kunderna eftersökte just den lösningen ni idag erbjuder? 

o Fick ni experimentera fram denna lösning? eller var den rätt från början? 
o Hur lång tid tog det att utveckla affärsmodellen? 

• Vad utmärker er från era konkurrenter? 
• Hur skulle ni placera er själva (objektivt)? (ledande, snabb efterföljare, anpassar sig 

helt efter era kunder, det självklara alternativet, den lägsta kostnaden) 
• Hur många kunder har ni? 
• I vilka länder finns era tjänster att tillgå? 
• Vilket typ av kundsegment fokuserar ni på att tjäna? (B2B, B2C) 
• Har ni kunder inom båda segmenten? 
• Fungerar er affärsmodell för både B2B och B2C? 
• Inom vilken bransch finns era kunder? 
• Hur skulle ni identifiera er själva för kunden? Vilket behov vill ni lösa? 
• Vad för typ av kunder vänder ni er till? 
• Vad är värdet med er lösning? 
• Vad anser ni att kunden kommer att önska av er i framtiden? 
• Finns det något ni anser att er tjänst saknar idag? 

Vinstformel 
Hur ser intäktsmodellen ut? 

§ Hur tjänar ni pengar? 
§ På vilka sätt flödar pengar in i företaget? 
§ Finns det några ”mellanhänder”? 
§ På vilket sätt är dessa nödvändiga för att ni ska tjäna pengar? 
§ Vilken är den viktigaste intäktskällan? 
§ Vad har ni för vinstmarginal? 
§ Vad är fördelarna/nackdelarna med detta val av intäktsmodell? 

Beskriv kostnadsstrukturen 

§ Vilka kostnader är direkta/indirekta? 
§ Vilka är de viktigaste/nödvändigaste kostnaderna? 
§ Vad är det som kostar mest respektive minst? 
§ Var tror du det finns störst potential för kostnadsminskningar? 



 

  
 

§ Vilka av era nuvarande operationer skulle ni vilja/vara möjliga att 
outsourca? 

Nyckelresurser 
• Vilka är de viktigaste resurserna på ert företag (teknik, personal, utrustning, 

information, distributionskanaler, samarbeten varumärke)? [minst tre] 
• Finns det något utöver dessa tre som är kritiska för er verksamhet? 
• På vilket sätt är dessa resurser viktiga? 
• Vad skulle hända om någon av dessa resurser saknades? 
• Vilka av dessa resurser är direkt kopplade till hur ni tjänar era pengar och vilka är 

stödresurser för att upprätthålla verksamheten? 

Nyckelprocesser 
• Vilka är de viktigaste operationerna i er organisation? 
• Varför är dessa viktiga? 
• Ses dessa över regelbundet? Hur ofta? 
• Har ni några prestationsmätare? 

o Vilka? 
o Vad mäter de? 
o Hur mäter ni? 
o Hur ofta mäter ni? 
o Varför mäter ni? Varför just dessa? 
o Hur pass väl återspeglar dessa verkligheten? 
o Finns det något annat ni skulle vilja mäta? 

• Vad anser ni som viktigast för er tjänst sett från kundens ögon (design, användbarhet, 
gränssnitt, service, bredd etc.)? 

• Finns det någon egenskap utöver dessa som ni poserar med? 
• Vad är era kärnvärden? Hur vill ni i organisationen betrakta er själva och hur vill ni bli 

betraktade i kundens ögon? 

Har ni något att tillägga? 


