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Abstract

The purpose of this paper is to provide empirical insight into the operationalisation of the
practitioner capabilities that are critical to value co-creation and capture within a public-
private sector open business model. The concept of business models is becoming increasingly
established in industrial marketing scholarship. However, only a small number of empirical
studies have focused on the concept of open business models - those business models in
which value is created/co-created between practitioners outside the boundaries of a single
firm - and research into the dynamic and ordinary capabilities of boundary-spanning
practitioners within open business models appears absent. The empirical setting for the study
is centred on three firms that form a public-private sector solutions open business model,
which also forms a regional strategic network. A qualitative, single case study methodology
is deployed to examine the firms as three embedded units of analysis. The data sources
consist of twenty-five semi-structured interviews supplemented by archives of publications.
We advance understanding of practitioner capabilities in public-private sector solutions open
business models within regional strategic networks that are critical to support value
creation/co-creation. As a challenge to the predominant static understanding of business
models, we also make practical contributions by advancing understanding where it is
currently lacking by focusing on the dynamic and ordinary capabilities of boundary-spanning
practitioners in open business models, thus breaking with the rhetorical nature of much
business model literature. This approach, therefore, addresses partially the under-socialisation
of current business model research.

Keywords: dynamic/ordinary capabilities, open business models, public-private sector
partnership, regional strategic network, value co-creation.

INTRODUCTION

The purpose of this paper is to provide empirical insight into the practitioner capabilities that
are critical to value co-creation and capture within an open business model (OBM). Business
models (BMs) in the context of dynamic capabilities were discussed recently in a conceptual
paper by Teece (2018) who called for further empirical research into the topic. This OBM is
set in the context of a regional strategic network (see Eklinder-Frick et al., 2011) situated in
the North of England. The concept of BMs is becoming increasingly established within
industrial marketing (IM) scholarship. However, empirical BM research has tended to focus
on rather parochial studies at the firm level (Palo & Tahtinen, 2013). We propose here that a
BM represents more than just the revenue model of a single firm; we view BMs as a broader,
pluralistic concept that has the potential to be used by practitioners in a network context
(Nenonen & Storbacka, 2010; Palo & Tahtinen, 2013). The development of BMs often
depends on the collaboration of multiple actors, such as customers, suppliers and other
stakeholders, i.e. local and national government departments - in other words cross-sectoral
collaboration - however such discourse appears lacking in the literature. Therefore, by
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examining BMs beyond the boundaries of a single firm, this study takes a broader perspective
on BMs. Research into collaborative or open BMs - those BMs in which value is co-created
between practitioners outside the boundaries of a single firm - is still an emergent area in the
literature (Palo & Tahtinen, 2013) and hence empirical elaborations are rare. Furthermore,
research into the capabilities of boundary-spanning practitioners within OBMs appears
absent. By focusing on practitioner capabilities in OBMs, this approach, therefore, addresses
partially the under-socialisation of current BM research by making an early contribution
(possibly the first) by providing insight into the open-looking dynamic and ordinary
capabilities of these boundary-spanning practitioners. The structure of the paper is as follows:
first a review of some of the leading contributions to the BM literature, including BMs in the
context of dynamic and ordinary capabilities is presented. We then position the contributions
of the paper from the assimilation of these perspectives. We then offer a description of the
research context and case study methodology deployed in this study and finally we move to
present and discuss the findings from the study. Conclusions are then drawn.

BUSINESS MODELS, CAPABILITIES AND CROSS-SECTORAL
COLLABORATION

The BM concept gained prominence during the dot.com era of the late 1990s (Doganova &
Eyquem-Renault, 2009; Klang et al., 2014) and has since become fashionable vocabulary
with practitioners (Wirtz et al., 2015). However, whilst the concept is potentially powerful
(Zott & Amit, 2008), current research offers few elements of agreement (Osterwalder &
Pigneur, 2010) and, as a result, practitioners appear confused about the use of the concept
(Shafer et al., 2005). Many of the core conceptualisations of BMs have been argued to remain
"somewhat simplified and static" (Palo & Tahtinen, 2013:773) and only applied at the firm
level (Mason & Spring, 2011). Whilst BMs enable the creation of new customer value or
enhanced delivery of an existing customer value proposition, firms that have adopted closed
BMs have appeared to consider only internal value creation. In contrast to closed BMs, value
creation in collaborative BMs (we adopt the alternative term open BMs here) is conceived as
being co-created between practitioners external to a focal firm (Coombes & Nicholson, 2013;
Wirtz & Ehret, 2013). The adoption of OBMs offers the potential for firms to be more
pluralistic in the conceptualisation of both the co-creation and capture of value. Antecedents
of BM innovation include the presence of dynamic capabilities, knowledge and resource
leveraging (Morris et al., 2005). By encouraging firms' practitioners to look beyond their own
boundaries, they can potentially bring capabilities and resources to their own BMs
(Chesbrough, 2007, 2012). Ordinary capabilities are best practices that typically start in one
or two firms and then spread to the entire industry (Teece, 2014, 2018; Teece et al., 1997).
On the other hand, dynamic capabilities are either second-order or higher-order competencies
that enable firms to strategise and orchestrate resources to create superior firm performance
(Eisenhardt & Martin, 2000; Teece, 2018). At this higher-order, dynamic capabilities consist
of three clusters of processes, namely sensing opportunities, seizing the opportunities by
mobilising resources and transforming by continuously renewing the firm and its associated
BM (Teece, 2018). The basic assumption of dynamic capabilities is that core competencies
are used to modify short-term competitive positions that can be used to build longer-term
competitive advantage. However, the nature of the constituent elements of practitioner
capabilities within OBMs is not well understood. Collaboration and partnerships between
firms are crucial as value co-creation and capture are always intimately related to the
collaborative ties with its stakeholders (Dreyer et al., 2017). However, what is often
neglected in BM literature is the development of business that is often dependent on the
collaboration of multiple actors such as customers, suppliers and other stakeholders, i.e. local



and national government (Kurucz et al., 2017). Such cross-sectoral collaborative working,
and more recently collaboration in the context of public-private sector partnerships (PPPs),
has been established firmly as a prominent part of the local government landscape (Nicholson
& Orr, 2016). The role of boundary-spanning practitioners (see for instance Williams, 2013;
Zhao & Anand, 2013) working in the public and private sectors is identified as an extremely
important factor in the effective operation of modern public sector undertakings (Nicholson
& Orr, 2016). These boundary-spanning practitioners perform a fuzzy role (Jeannot &
Goodchild, 2011) where dynamic capabilities are a pre-requisite and possession of which
supports these practitioners in taking decisions beyond clearly defined roles. However, whilst
boundary-spanners are essential in organisational change processes, research in to the
capabilities of such practitioners in OBMs appears absent. This paper, therefore, draws on a
novel synthesis of business model, boundary-spanning practitioner capabilities and cross-
sectoral collaboration perspectives.

RESEARCH CONTEXT

The empirical setting for the study was centred on three firms which formed an exemplar of a
supply chain through from upstream supplier to downstream end user - which took in and
considered a public-private sector downstream dyadic, an upstream buyer-supplier dyad as
well as the broader networked contexts of the three firms in a solutions provision
arrangement. The lead firm, we will call Firm A, acts as the hub firm, and the two other
individual firms, we will call Firm B and Firm C, act as the supplier firm and the customer
firm respectively. Firm A's transactions with Firm B took place within a single industry
context. The broad supply chain context of Firm A crossed multiple industry boundaries and
the exchanges between Firm A and Firm C crossed a sectoral boundary between public and
private sectors. Firm A, as the hub firm of the study, was therefore assumed to be the primary
designer of the focal OBM (in the terms used by Storbacka et al., 2012). Firm A is a family-
owned independent property development, property management and retail business based in
a city-region situated in the North of England. Firm B is an independent building supplies
business based in the same city-region as Firm A. Firm C was founded as a special purpose
vehicle firm under the United Kingdom's National Health Service (NHS) Local Improvement
Finance Trust (LIFT) PPP based in the same city-region as Firm A and Firm B. There was an
expectation that this PPP would attract private sector capabilities, finance, resources and
innovation to the provision of public sector infrastructure, in particular, health and social care
facilities. We posited at the outset of the study that the three firms all participated in an open
BM because these firms' practitioners all interacted with those of other industry participants,
for example, customers, supplier firms and other co-located stakeholder actors. We further
posited the OBM actually formed a regional strategic network which is defined by Hallen &
Johanson (2009:22) as:

A "collaborative project between companies in a region operating with the
support of public agencies or other organisations in order to stimulate regional
business development.”

Therefore, we understand OBMs to be a sub-class of BMs in which collaboration between
Firm A, Firm B and Firm C are decisive elements of the co-creation and capture of value.
The Department of Health launched NHS LIFTs in England in 2000. In particular, NHS
LIFTs were a new approach aimed at improving long standing under investment in facilities
that housed health care and social care services. The NHS LIFT PPP encouraged the co-
location of health care and social care professionals in one building together with a more



integrated approach to primary care. The PPP examined in this study was a contractual
relationship between a public sector and a private sector party, in which the private sector
party provided a public service or project and assumed substantial financial, technical and
operational risk in undertaking the project. A key component of PPP contracts was an
exclusivity clause giving the LIFT company the right to build all primary care properties for a
Clinical Commissioning Group (CCG) situated within their local authority boundaries. These
contracts enabled significant value capture by receiving long-term revenue streams.

METHODOLOGY

The three firms were examined as multiple embedded units of analysis (Yin, 2009) within a
single, focal OBM case study context. Case study research is a well-established methodology
in IM research (Visconti, 2009) and plays an "important role in theory development within
industrial marketing and the industrial networks paradigm™ (Wagner et al., 2009:6) so it
seems particularly appropriate to deploy these principles to the study of an OBM. The
primary purpose of the deployment of this approach was to seek analytical generalisability
(Yin, 2009) to the contexts of other OBMs, regardless of sector or industry context. Twenty
five semi-structured interviews of between one and two hours duration were conducted with
senior and middle managers of the three firms. Additional secondary data sources were also
used. The semi-structured interviews provided a deep level of contextual insight and
understanding and helped to inform an impression with regard to the three firms. Purposive
sampling was deployed which followed the principles of theoretical saturation (Black &
Tagg, 2007; Cheung et al., 2007). Following familiarisation with the three firms, the within-
case theme analysis was undertaken. This prompted further analysis of the respondents'
interview transcripts and then further examination of the themes to ensure that the analysis
was thorough and preconceived ideas were not being forced upon the data. In order to aid the
coding process NVivo was deployed.

FINDINGS

The notion of dynamic capabilities involves a firm's CEO creating and/or transforming firms
and who can add value through their organisation of resources and opportunities. A central
practitioner type was the boundary-spanning practitioner. In co-creating the focal OBM, Firm
A's CEO displayed certain entrepreneurial capabilities by the creation and development of
new boundary-spanning relationships with Firm B and Firm C where value was co-created
through the relationships and exchanges between the three firms. This finding highlighted the
existence of certain dynamic capabilities within the focal OBM. For instance, Firm A's CEO
described one of his inter-personal capabilities himself using the term maverick, a dynamic
capability. However, although strategy work is mainly associated with the ideas of
practitioners at the highest level of the firm, the roles of practitioners at the lower-ranking
levels should not be ignored. In contrast, the findings also highlighted the existence of
ordinary capabilities within the focal OBM. In addition to Firm A's CEO, the firm's
boundary-spanning directors of its various sub-divisions were seen also as the principal
practitioners involved the day-to-day management of the firm. These practitioners displayed
the existence of more ordinary capabilities to lead teams of people and to co-ordinate other
activities and resources. A number of respondents from the firm also reported the firm's head
office-based practitioners, who typically specialised in the administrative areas of finance,
health and safety, human resources, information technology, procurement and public
relations and communications, were also seen as the principal practitioners involved the
operation of the firm. These practitioners also provided certain cross-sectoral administrative



support services to Firm C. The notion of openness within the focal OBM was displayed by
Firm A's CEO who was the practitioner responsible for the systems integration, a dynamic
capability, of the firm into new product/service and market areas due to his willingness to
take a risk on a PPP opportunity in the city-region.

Firm B's CEO also evidenced the possession of dynamic capabilities. In a similar finding to
Firm A, the notion of openness within the focal OBM was displayed by Firm B's CEO. This
actor was also seen as the principal practitioner responsible for the creation of a resource base
in ways that other types of practitioners could not have achieved by converting a new
business idea into a successful venture due to his readiness to take risks, and which involved
a boundary-spanning relationship with Firm A. However, unlike Firm A, Firm B's CEO was
reluctant to accept the label of an entrepreneur. In addition to Firm B's CEO, the firm's
senior-managerial-level branch directors, recruited because of their experience and
knowledge managing other firms in the same industrial sector as Firm B, also displayed
certain entrepreneurial capabilities. These practitioners displayed the existence of ordinary
capabilities to lead teams of people and to co-ordinate other activities and resources. In
particular, a number of respondents used the term hungry to describe the determination of
these practitioners to achieve success. However, unlike Firm A's CEO and Firm B's CEO, the
branch directors were not required to demonstrate risk tolerance and therefore the risk-taking
capabilities normally associated with entrepreneurial practitioners were not evidenced in this
case. All of the risk related to the operation of the firm's de-centralised network of branches
was borne centrally by the firm. These practitioners' entrepreneurial capabilities appeared,
therefore, to be semantically different to the entrepreneurial capabilities of both Firm A and
Firm B's CEOs. However, some comments from respondents cautioned on the use of the term
entrepreneur when describing these branch directors stating that not every branch directors
displayed an entrepreneurial vision. In addition to Firm B's CEO and branch directors,
respondents from the firm also reported that its head office-based practitioners, who typically
specialised in disciplines such as finance, human resources, information technology,
marketing and procurement, were also seen as the principal practitioners involved the
operation of the firm. These practitioners evidenced ordinary capabilities in terms of the
delivery of professional services to Firm B. However, with the exception of Firm B's CEO
and branch directors, unlike with Firm A, Firm B's practitioners at the lower levels displayed
little evidence of the creation and development of new boundary-spanning relationships with
Firm A, thereby demonstrating lower interdependency and lack of openness between the two
firms.

Firm C's CEO further displayed the possession of dynamic capabilities. Whilst this
practitioner did not appear to accept the label of an entrepreneur, this practitioner displayed
other innovative and opportunistic capabilities. In co-creating the focal OBM with Firm A,
the notion of openness within the focal OBM was displayed by the CEOs of Firm A and Firm
C who created and developed new boundary-spanning relationships where value was co-
created through their relationships and resource exchanges. Firm C's senior- and middle-
managerial-level practitioners also appeared to evidence various boundary-spanning business
development roles. These practitioners were, typically, property management and
development professionals who displayed ordinary capabilities in terms of the management
of the PPP contract with Firm A. In addition to support services, which consisted of the
administrative areas of finance, health and safety, human resources, information technology,
and public relations and communications, provided by Firm A as surrogates, this practice
assisted Firm C because the firm was small with a flat organisational structure and a
corresponding small headcount of practitioners. The notion of openness within the focal



OBM was displayed by Firm C who was also heavily reliant on a large team of external
practitioners situated within the platform ecosystem to deliver its value propositions in the
market place.

DISCUSSION

The purpose of this paper was to provide empirical insight into the identity of the
practitioners and the operationalisation of their capabilities that were critical to value co-
creation and capture within public-private sector OBMs. This study has built on only a small
body of work in IM literature considering OBMs and presents an early (possibly the first)
empirical study into practitioner capabilities in the context of a public-private sector solutions
OBM. The notion of dynamic capabilities involves a firm's CEO creating and/or transforming
firms and who can add value through their organisation of resources and opportunities. A
central practitioner type identified was the boundary-spanning practitioner. In co-creating the
focal OBM, Firm A's practitioners displayed certain open capabilities by the creation and
development of new boundary-spanning relationships with Firm B and Firm C where value
was co-created through the relationships and exchanges between the three firms. The open
capabilities displayed by the practitioners of the three firms presented appeared to be
important learning mechanisms for the development of dynamic and ordinary capabilities.
We discovered the three firms that formed the focal OBM also formed a regional strategic
network and have built on the work of Eklinder-Frick et al. (2011) in the context of a public-
private sector solutions OBM. We have advanced knowledge of OBMs by the discovery that
various practitioner capabilities contribute to the existence of openness and open innovation
within the focal OBM. In particular, the possession of dynamic capabilities and ordinary
capabilities by the practitioners of the three firms actually appeared to be open-looking
capabilities to reflect more accurately the notions of openness and open innovation within the
focal OBM and we build on the work of Noble & Jones (2006), and Williams (2013) in the
context of a public-private sector solutions OBM. Boundary-spanning practitioner dynamic
capabilities were further indicative of the existence and absence of systems integration
capabilities within the focal OBM and build on the work of Davies et al. (2006, 2007),
Hobday et al. (2005), and Jacobides & MacDuffie (2013) in the context of a public-private
sector solutions OBM. We have also advanced knowledge of OBMs by the discovery of the
importance and distributed nature of both boundary-spanning private-sector practitioners and
public-sector practitioners among the actors within the focal OBM. Whilst the primary role of
boundary-spanners is concerned with working within collaborative multi-firm and multi-
sectoral contexts, such studies have not been set in the context of a public-private sector
solutions OBM. We conclude, therefore, the focal OBM needs dynamic capabilities and
ordinary capabilities to exist. Thus, the notion of practitioners and their capabilities appeared,
arguably, to be important and were considered to form an important value creation domain of
the focal OBM. Moving forward, we contend that research into the practitioner capabilities in
the context of other regional strategic networks could be a particularly attractive direction for
future research. Such other regional strategic networks could include an examination into
firms that both compete and collaborate with each other (see for instance Khanna et al., 1998;
Lundgren-Henriksson & Kock, 2016). The notion of coopetition posits that co-operation and
competition function simultaneously in inter-organisational relationships.
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